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INFLATION -- THE RECORD 

Despite Mr . Carter 's promise to strive for a n inflation rate of four percent or 
less by the end of the first term , since 1976 to the end of the first half of 
1980: 

• 

• 

• 

Inflation, as measured by the Consumer Price Index, rose from an annual rate of 
. 4.8 percent to 18.2 percent in the first quarter and 14.3 percent in the second. 
(Source : Bureau of Labor Statistics) 

All consumer goods and se rvices have risen by 45.2 percent • 
It now costs $1.45 to buy the sam e quantity of goods and services that 
$1.00 could buy in 1976. (Source : Bureau of Labor Statistics) 

Food prices have ri sen by 39.3 percent . (Source: Bureau of Labor Stat istics) 

Other indicators show that : 

• Productivity growth has fallen from 3.5 percent in 1976, to 1.9 percent in 1977, 
0.5 percent in 1978, 0.9 pe rcent in 1979, a n anemic 0.6 percent in the first 
quarter of 1980. (Source: Bureau of Labor Statistics) 

• Real GNP growth fell from 5.9 percent in 1976, to 5.3 percent in 1977, 4.4 
percent in 1978, and 2.3 percent in 1979. In the first quarter of 1980, it dropped 
even lower to an annual rate of 1.1 percent. (Source : Bureau of Labor Stat istics) 

• Savings from after tax incomes have fallen from an annual rat~ of 5.8 percent in 

• 

1976 to 3.4 percent in the first quarter of 1980. 
This rate of savings is one of the lowest of Western industrialized nations. 
(Source : United States Department of Commerce, Bureau of Economic 
Analysis) 

Fa rm income (as m'easured in 1967 dollars) has fallen 20.3 percent. {Source: 
United States Department of Agriculture) 

• Interest rates, as measured by the prime rate, rose from 6.8 percent in 1976 to 
a high of 20 percent in mid-April 1980. 

This is nearly three times higher than the rate when Mr. Carter took 
office. The prime rate charged to small business rose even higher to 
about 22 to 23 percent . (Source : United States Department of the 
Treasury) 

• Real Purchasing Power of the average worker in the private non-agricultural 
sector is five percent lowe r today than it was in 1967. 

In the first quarter of 1980, the average worker saw his purchasing power 
shri nk 6.5 percent per month. (Source : Bureau of Labor Statistics) 

8/9/80 
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INFL/\ TIO N: AN/\L YSIS 

- As a candidate, Mr. Carte r promised to strive fo r a four pe rcent ra te of infla tion 
by the e nd of his first t e rm . In 1976 t his indeed was a pla usible goal, fo r, after 
all, his Republica n predecessor brought the ra te of inf lation down fro m over 12 
pe rcent to 4.8 pe rcent . By the end of his first year in off ice, infla t ion rose to 6.8 
pe rcent . This was follo wed by a nine pe rcent leap in 1978. Last year, it lurc hed 
for ward a t an annual rate of 13.3 pe rcent . By the e nd of t he f irst qua rte r of 1980 
infla tion exploded to an annua l rat e of 18.2 pe rcent. 

Mr . Carte r has tried to convince the public t ha t t he c urrent inflation is a result of 
forces be yond his cont rol, t he most important of whic h is rising energy costs. In 
doing so, Mr . Ca rte r ha s t ri ed to shift the fo cus of the debate a way from his own 
inadequac ies to ot her ca uses. He has taken t he easy route in asc ribing t he blame 
to OPEC and the oil companies . 

In his 1980 State of the Union Address, Mr . Ca rte r st a t ed : 

The biggest single factor in 
increase was from one c ause : 
world oi l prices . 

the inflation r ate 
the skyrocketing 

By this st at e ment, Mr. Carte r reenforced a point he had made the pre vious Sunday 
whe n he said, 

... all the increase for practical purposes o f 
inflation rate s sinc e I have been in office have 
been directly attributable to i ncreases in OPEC 
oil prices . ("Meet t he Press," J anua ry 20, 1980) 

Ye t just six months earlier he conceded: 

We figure that by the end of 1980, this ( the OPEC 
decisions to rai s e oi l prices ) might cost us ... maybe 
two to t wo and one -half perc ent in the inflation 
rate. (Presidential Documents, July 1, 1979) 

This bright moment of c andor came ve ry close to t he ma rk . For a lthough infla tion 
rose by 13.3 pe rcent in 1979, only 2.2 pe rcent of that ra te could be attributed to 
domestic and for e ign energy prices leaving ll.l pe rcent of the infl ation rate att ributa ble 
to non-energy re lat e d factors. 

A compa rison wit h other count ri es will show the fall acy of Mr . Ca rte r 's logic in 
bl aming OPEC. J apan imports almost 100 pe rcent of its oil, yet its rate of -
infl ation in 1979 was 4.2 pe rcent . (Fede ral Reserve Boa rd, Washington, D.C. ) West 
Ge rmany imports nearly all its oil , yet its rate of infla tion during t ha t same year 
was 5.7 percent . (Fede ral Rese rve Board, Washington, D.C. ) 

Mr . Carte r's economic policies a re c ha ract e rized by t he ir inconsistent zig-zag, as 
t he y shift from one direction to anothe r. His economic policies a re greeted wit h 
skepticism at home and be wilde rment by the rest of t he world . The Wall Street 
Journal (March 14, 1980) best summed up Ca rter's econom ic polic ies: 
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.. .inconsistency and a lack of follow through are 
the hallmarks of the Carter brand of leadership ... 
this basic pattern has eroded Mr. Carter 's cred
ibility to influence events and achieve his goa ls .. • 

Carter's economic policies react to events rathe r than antic ipate them . They lack 
coherence and direction. · Ne w York Times financia l columnist Steve Rattner 
observed: 

... even in the context of the times , the record 
of the Carter Admini~tration is disappointing. 
(Ne w York Times, March 23, 1980) 

The only thing consistent about Ca rte r's econom ic polic ies is their predictable 
inconsistencies. 

As a candidate, Mr . Carte r endorsed standby authority to impose wage a nd price 
controls . Afte r he won the general . election, Mr. Carter was forced t o reverse 
himself as the business community became apprehensive about its future inability t o 
cover costs. The fear was that such a policy would accelerate, rather than contain, 
rapid price increases. 

On January 27, 1977, a week afte r the inauguration, Mr. Carter declared the economy 
stagnant and proposed a $31.2 billion package of stimulative spending. The cornerstone 
of this program was a $50 per taxpayer tax rebate . The Carte r proposal was 
clearly inflationary, a s it came a t a time when the econom y was continuing in its 
recovery from the 1974-76 recession. This program set the tenor of the new 
Administration, indicating that it was not serious about inflation and that it would 
maintain the big spending programs of the 1960s. 

Less than a month later, in the face of widespread congressional oppos1t10n , Mr. 
Carter was forced to abandon his progra m, citing that inflation was now the 
principal menace . It its place, he proposed the firs t of fou r ant i-inflation 
programs. 

A year later, Mr. Carte r again asked fo r a $24 billion stimulative tax cut . Again , 
inflationary pressures forced him to scale it back and dela y its enactment. 
Nevertheless , this was viewed as anothe r indication that the Administration was not 
convinced of the se riousness of inflation. 

Infl a tionary tax cuts of the va riety Mr. Carter proposed have the effect of merely 
stimulating spending and do not call fort h more output a t levels of higher productivity. 
Policies whi c h require that tax rates be cut a t the margin tend t o increase the 
a fter tax retu rn on savings, investment and work. Ultimately, marginal tax cuts 
can se rve as a strong incentive t o call forth higher levels of productivity and non
inflationary growth. When the effect of the tax cut works its way through the 
economy, people are left with a highe r standard of living. It is the latter type 
that the Administration has consistent ly opposed. Instead, it has stuck to the 
inflationary fisca l themes set fort h by the now discredited New Deal. 
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As inflat ion took off in 1978, Mr. Carte r offered his second and third ant i-inflation 
progrzims. The latte r included a ser ie s of quasi-mandatory wage and price standards 
whic h, in the opinion of many econom ists, se t a floor rathe r than a cei li ng on wage 
and pr ice increases. 

In any event, these guidelines proved to be a n ineffectua l means of countering 
inflation. Within a week of his t hird an ti-inflation progra m, judgement was in . 
The dollar collapsed on the wor ld markets, and the stockmarket plum meted. 
In the a bsence of a n effective policy of his own, Mr. Carter turned t o the Fe de ral 
Reserve, which was forced to increase interest ra t e s sha rply. 

Since then, Mr. Ca rte r has rnilde muc h rhetorical noise about the effectiveness of 
his wage and price guidelines . Ye t, from thei r inception, the guidelines policy was 
desti ned to fai l. The New Republic (TR B, February 23, 1980) hardly a bastion of · 
conservative politics, noted : 

To the extent that guidelines wor k, they create the 
same problems as controls; to the exten t the y a void 
those problems, they don 't work. 

The guide lines policy itself served to accelerate inflation . The New Republic editorial 
continued: 

The Carter infl ation corps ultimately adopted a 
mountain to Mohammed st rategy : instead of 
trying , to bring down inf lation to meet (the) 
guidelines, they fiddled with the guidelines to 
bring them into line with infla tion . 

Within a year after imposition of the guidelines, infla tion su rged forward at a n 
annual rate of 13.3 percent . By now it was clear that inflation was this nation 's 
number one problem . On Janua ry 28, 1980, Mr. Carter submitted his Fiscal Year 
1981 budget . In it he called fo r the highest tax col ections and spending 
levels in hi story; at a trme Jf rampa nt infla-tion, he fur t he r proposed a $1 6 
billion deficit. In a n Orwellia n exercise of "newspeak," the President called hi s 
budget _ "pruden t and r esponsible," one that "continue d the strategy of restraint ." 

Within days of its submission, Mr. Carter was jolte d by a n "exploding" inflation rate 
of 18.2 percent . 

By la te February, Mr. Carter was forced to face the ha rsh truth . His "pruden t 
and responsible " budget ha d once again confirmed that the Ad ministration was not 
seriously facing up to inflation. In the words of the Wall Street Jou rna l, (M arch 
14, 1980); " ... his econom ic plan was contributing to the problem rather t han to the 
solutions." 

Confu sion ·and vacillation marked the first t wo months of 1980. On February 25, 
1980, the da y after Mr. Carter had summoned his economic advisors to an emergency 
meeting on inflat ion, he conceded to a grou p of editors that inflation had reached 
the "crisis stage." Later in the same discussion, Mr . Carter reversed himself 
and dec lared "the basi c policies that we now have suit me fin e." Thus, whi le 
Mr. Carter was publicly decryi ng t he need t o control inflation in private , however, 
he believed that those very policies that brought about an 18 percent inflation were 
su itable. Ultimately, Mr. Carte r re vised his budget estimates, increased taxes and 
spending, and abdicated his Administration 's role in the battle against inflation. 
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Mr . Carte r proposed a new budget which proposed a spending leve l of $611.5 billion 
and t axes a mounting to $628 billion. Mr. Carter's game plan for fighting inflation 
was to ra ise spending by $47.9 billion and taxes by $104.2 billion from his Fiscal 
Year 1980 budget. And, programmed into all his assumptions now was the expectation 
that unemployment would increase from 5.9 percent in 1979 t o 7.2 percent in Fiscal 
Year 1980. (Fiscal Year 1981 Budget Revisions : The Office of Management and I 
Budget, March 1980) · 

The results of his new budget proposal were disastrous; they precipitated a recession. 
Inflation continued a t an 18 percent clip, the prime rate rose t o 20 percent, th~ 
automotive and housing industries were ravaged , and unemployment shot up to seven 
pe rcent , the highest level in more than two years. At the end of February 1980, 
average weekly real ea rnings in non-agricultural industries fe ll to a level which was 
almost $4 less pe r week than that which was earned over 13 years ago. 

The Carter Administration has failed to develop a n effect ive fiscal policy with 
which to fight inflation. Instead, it has abdicated that responsibility to the Federal 
Reserve. Mr. Carter's first a ppointment to the position of chairman of the Fed 
was G. William Mil l er, now se rving as Secretary of the Treasury. Mr. Miller 's 
appointment did not resu lt in a more effective and judicious management of this 
nation 's monetary policy; instead , his presence was that of a loyal and pliable ally 
whose disposition was to meet the needs of the Administration. The consequence 
of Mr. Miller 's tenure was an acceleration in the rate of growth of the money 
supply, which resulted in a n explosive surge in interest rate s and more inflation. 
These conditions, in turn , forced the collapse of the bond market, wiping out a n 
estimated $500 billion in accumulated savings and pensions, caused the most severe 
downturn in the housing and automotive industries in a lmost 50 years, and produced 
rising unemployment. Under the chairmanship of Mr. Miller, a s inflation increased, 
so too did the Fed 's easy money policy. In the words of Henry Kaufma n, Chief 
Economist for Solomon Brothers, "The Fed did not perceive the credit-crea tion 
momentum in the system." 

Barry P. Bosworth, the Administration's forme r director of the Council on Wage 
and Price Sta bility, noted that the Carter economic policy was too weak for the 
t a sk it was designed t o confront and was implemented without clear goa ls and 
direction . Bosworth said : 

Each time the policy was too weak fo r the problem 
that a ppeared. We had no overall framework of what 
are the things we sta nd fo r and what are our priorities. 

The late Arthur M. Okun, chairman of the Council of Economic Advi sers under 
President Johnson , said : 

Until December 1978, you just couldn't find evidence 
that the Administration saw inflation as a serious 
problem. 

Mr. Carter's inability to control inflation withou t resorting to the excessively severe 
remedy of recession became evident in the 0MB Mid-Session Economic Review 
(July 21, 1980). In it the Administration was forced to concede a $60.9 billion 
deficit fo r this current fiscal year with a $29.8 billion deficit envisioned for ne xt 
year. Unemployment, it projected, would rise from 5.8 percent in 1979 to 8.5 
percent in both the current and prospective fiscal years. As the economy plunged 
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even further into recession, inflation was now projected to average l 2 percent 
in 1980 and 9.8 percent in 1981. It must be remembered that these are official 
Administration sources who are trying to pu t the best light on a recessionary -
situation, wit h a proven tendency to understate bad news. 

In the past three and one-half years, Mr. Carter has furthe r added to the inflation 
problem by supporting a host of legislative initiatives whose passage into law would 
result in higher prices. The following list highlights some of these actions : 

Milk Price Supports : Mr. Ca rte r supported milk price 
legislation in 1979 that resulted· in an increase in the 
price of milk of five cents pe r gallon this spring. 
Through government purchases, an artificial shortage 
was created, resulting in higher prices faced by 
consumers. (Congressional Quarte rly, October 6, 
1979) 

Soviet Grain Embargo: Mr. Carter initiated thi s action 
which will result in dfrect costs of $2.25 billion fo r 
American taxpayers . This action was taken to suppor t 
grain prices in the face of large surpluses created by 
the embargo. (Congressional Quarterly, January 
12, 1980) 

Oil Import Fee: Mr . Carte r proposed this action under 
the guise of oil conservation and independence . This 
action does neither, but results in an artificial increase 
of ten cents per gallon faced by consumers at the 
pump. Such an act will add an additional 0.5 percent 
to one perc.ent t o the annual inflation rate. (Congressional 
Quarterly, May 2f./., 1980) 

With-holding Tax on Interest and Dividends : Mr. Carter 
proposed this action in order to retrieve revenues more 
quickly in a desperate attempt to balance the Fiscal 
Year 1981 budget. This action will cost the taxpayer, 
especially the elderl y, undue burden and the expense 
of increased bureaucratic red tape, needed to co
ordinate this monumental task . (Congressional 
Quarterly, March 22, 1980) 

Windfall Profits Tax : Mr . Carter's action against oi l 
refiner profits will resul t in a loss of 1.7 million 
bar rels per day in domest ic production by the e nd 
of the decade. The tax is inflationary because of . 
the disincentives created for refiners to produce 
more, search for other sources of energy and ne w 
oil reserves. (Congressional · Quarterly, September 
22, 1979) 

Sugar Price Supports : Mr. Carter supported this action 
which results in maximum government outlays of $50,000 
per producer. The measure has been regarded as infla
tionary by consumer groups because of the artificia lly 
high sugar prices it supports and because of minimu m 
wage provisions for sugar workers included in the 
proposal. (Congressional Quarter!)'.'. , March 15, 1980) 



The fa i urc of Mr . Ca rte r 's e , ono rnic polic ies a rc not by ,hancc . Ra the r, the ir 
ine ffec tiveness wa s for csli..1dowed by a policyma king procf' ss which , fr om its ince ption, 
guaran t eed iniJdcqua te results . The Admin ist ra tion has fail ed to recognize that 
many of its go,1Js conflict with ei.lc h othe r. The Administration strives to satisfy 
every const itue nc y. In short, it tries to be e ve ry t hing to e ve rybody. The incon
sistencies in economic policie s was p;:H" ticula rly e vident during the 1977-78 recove ry 
whe n the Admini stra tion sought to oversti mulate the econom y, a nd balance the 
budget as it proposed a ra ft of ne w spending initi a tive s to stimula te high le vels· of 
consumer de ma nd. At the same ti me, howe ve r, it glossed over the effects of 
rising infl a~ion and high t axe s whic h we re sopping the vitality from the economy. 

The economic c ri sis we face tod;1y re resents the logica l culmination of Carter 
politics. The cu rre nt recess ion rf'p rcscnts, in a pe rve rse wa y, t he success r.1the r 
than the failure of this Admini st ration's economic progra m. The high in£iation, 
inte rest, and une mployment ra t es the economy su ff e rs a re not the result of 
unknown and incompre hensib le for ces. On the contra ry, they were preorda ined by 
an Administration bereft of leade rship a nd pla nning. 

Mr. Carter lacks a credible economic policy. The only pol icy he has now and has 
always had is a re-election policy. 
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APPENDIX 

"The biggest single factor in the inflation rate increase was from one cause : 
the skyrocketing world oi l prices ." 

--State of the Union Address 
J anua ry 23, 1980 

"As a matter of fac t , al l the increase for practica l purposes of inflation 
rates since I have been in office have been directly attributable to increases 
in OPEC oil prices . " 

·--"Meet the Press" 
J anuary 20, 1980 

"We figure that b y the end of 1980 , thi s [ the OPEC decisions t o raise oi l 
prices ] might cos t us two or two and one -half percent i n our gross national 
product increase , and maybe two t o two and one-half percent in the inflation 
rate ." 

--Presidential Documents 
July 1, 1979 

"Domestically , the most significant chall enge tha t I face is a high inflation 
rate , which is attributable in a ma jor degree to the fact that after al l 
these years we stil l do not have a comprehensive energy policy . And even 
after we have reached a crisi s stage in energy supplies and inflation , the 
three major bi lls that wil l help t o resolve the issues are stil l languishing 
in Congressiona l conference committees ." 

·, --Ne w York Times 
February 26, 1980 

"So, I don 't see an y oossibility of my supporting an y move toward mandatory 
wage and price controls . There are other things that we can do . We are 
assessing a wide gamut of possibilities , and we ' re doing it very carefully 
and very cautiousl y. I would like to point out that the basic principles 
that we ' ve espoused and the basic policies that we ' ve espoused suit me fine ; 
the tuning of those and the enhancement of those is something that we intend 
to do ." 

--Presidential Documents 
February 26, 1980 
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SMAL L BUSINESS THE RECORD 

- • Small business bankruptcies have increased 48 percent since October 1979. ("Small 
Business Bankruptcies Rise After Credit-Tightening," Washington Post , May 15, 
1980) 

• An estimated 666,000 small businesses will fai l in 1980. 
("The Impact of Inflation on Small Business," Small Business Administration, May 
1980) 

• Small businesses have been forced to borrow mone at rates u ward of 22 to 23 
percent , a 220 percent increase since January 1977. "The Impac~ of Inflation 
on Small Business," Small Business Administration, May 1980) 

• Small business faces a _ 3.2 million job and $228 bil!ion sales loss in 1980. ("The 
Impact of Inflation on Small Business," Small Business Administration) 

• Although small business is responsible fo r 43 percent of the nation 's gross national 
product , small com anies received onl 22. 2 ercent of federal rocuremen t 
monies in 1979. "America 's Small Business Economy: Agenda for Action," 
Small Business Administ ration) · 

• Small business is now receivin le ss than 3.5 ercent of federal research and 
development dollars. "America's Small Business Economy: Agenda fo r Action," 
Small Business Administration) 

• Federal re ulations cost small businesses $12.7 billion a ear above and be ond 
"Agency Says Government Paper Work Costs 

Year," Los Angeles Times, January 4, 1980) 

7/23/80 
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SMALL BUSINESS: ANALYSIS 

During his campaign, Mr. Carter assured small business it would have a friend in 
the White House when he was elected. 

If e l ected , I will be the first small businessman 
since Harry Truman to serve as President. I have 
a deep and sincere concern for the future of 
America 's nine million small businessmen and women 
and the 40 million Americans who work for small 
business concerns. (Position Paper, Small Business, 
October 11, 1976) 

After more than three years of tv\ r. Carter's presidency, however, small business 
owners and operators fear for the future as never before . A survey commissioned 
by the Chemical Bank of New York foun d that more than half of the respondents 
believed the role of small business in ou r economy is declining a t a n alarming rate 
and more than 40 percent saw a decline in entrepreneurial spiri t in America . 
(Chemical Bank of New York, "Looking Toward the 80's," November 1979) 

SMALL BUSINESS SHARE OF GROSS NATIONAL PRODUCT IS DECLINING 

"The share of our gross national product being produced by firms with lt;!ss than 500 
employees is declining at a rate of approximately 0.4 percent a year .11 If this 
number is projected to the year 2000, small business will produce only 32 percent 
of our GNP, compared to 43 pe rcent today. ("The Impact of Inflation on Small 
Business," Small Business Administration, May 1980) 

Almost all of the decline in the share of production of GNP is occurring in 
businesses with up to 19 employees. If the present trend continues, these very 
small businesses, so vital t o the creation of jobs and technological innovation, will 
produce only nine percent of our GNP in the year 2000, compared to 17.l percent 
in 1976 and a n estimated 15.9 percent in 1980. ("The Impact of Inflation on Small 
Business," Small Business Administration, May 1980) ; . 

It is no wonder that a recent study by the National Cente r for Economic Alternatives 
called small business "an endangered species in America." ("St ud y Says U.S. Policies 
Imperiling Small Business," Washington Post, January 13, 1980) 

SMALL BUSINESS HIT HARD BY INFLATION 

Mr . Carte r 's misjudgement of, and fai lure to control, inflation has placed our 
nation's small businesses in greater jeopardy than a t any time since the Great 
Depression of the 1930's. 

At a press confer ence early in his presidency, Mr. Carter said, 

My own guess is that the inflationary pressures 
will continue at abou t the level that they have 
historically the l ast couple of years , around 
six or a lit t le better percent . (Jimm y Carter, 
press conference, March 24, 1977) 

The recent runaway inflation, three times what Mr. Carter had anticipated, has 
placed small business in a terrible bind. Small firms must pay more for raw 
materials and supplies, but risk loss of business if they raise prices. Inflation has 
compelled small firms to borrow more, increased the cost of borrowing, and 
devaluled the purchasing power of funds spent. 
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"Raw materials and· industria l commodity prices have been increasing a t a rate of 
some 20 percent. For firms trying to increase their productivity by adding t o 
capital stock, the cost o f machinery and equipment wen t up a n annual rate of 
a l most 15 percent in the first quarte r of 1980." ("The Jtripact of Inflation on Small 
Business," Small Business Administration, May 1980) 

These price increases mean that small businesses have been force d t o increase thei r 
prices to consumers. According t o a Purdue Universit y survey_ of January 1980, 46 
percent of small firms were forced to plan price hikes -- a record percentage in 
the University 's seven yea r history of conducting surveys. Twenty-four percent of 
the firm.s reported they would have to raise prices five percent or more, a jump of 
11 percent from the January 1979 surve y. ("The Impact of Inflation on Small 
Business," Small Business Administration, May 1980) 

Since "small businesses are normally concentrated in the most competitive sector of 
t he nation's econom y ,11 inflation-induced cost escalations put small firms at a 
greater disadvantage than large businesses. According t o a survey conducted by the 
half million member National Federation of Independent Business (NFIB), 35 percent 
of their membership listed inflation a s the most serious proble m. NFIB members 
rated inflation as 2. 2 times more serious than raising necessary capital, 2. 3 times 
more serious than facing high taxes, and 3.9 times more serious t ha n complying 
with burdensome regulation. ("The Impact of Inflation on Small Business," Small 
Business Administration, May 1980) 

UNREASONABLE INTEREST RA TES 

When President Ford left office, the pri me interest rate was 6. 84 percent . Ye t 
Mr. Carte r, in his campaign, fe lt compelled t o say, 

This Republican Administration . .. has given business 
and the consumer the highest interest rates since 
the Civi l Wa r . As President , my economic policy 
wil l be designed t o stimulate growth and maintain 
an adequate capi ta l suppl y for the smal l business 
man and woman at reasonable interest rates . 
(Position Paper, SmaJJ Business, October ll, 1976) 

Under Mr. Carter's Democratic Administration, the prime rate has risen as high a s 
20 percent . Since small businesses must pay interest a t a rate of two t o three 
percent above the prime rate , they have had t o borrow a t rates upward of 22 t o 
23 percent , a n increase of 220 percent under Mr . Carter . ("The Impact of Inflation 
on Small Business," Small Business Administration, May 1980 ) 

INADEQUATE SUPPLY OF CAPITA L AND CREDIT 

"The cost of capital and credit weri t up by over 26 percent 111 1979. For the first 
fou r mont hs of 1980, the cost of both long-ter m capita l and bank credit had increased 
a t an annual rate of over 70 percent ." ("The Impact of Inflation on Small Business " 
Small Business Administration, May 1980) ' 

The cost of Mr . Carter 's decision to use monetary policy as the primary tool t o 
control inflation is fallin g most heavi ly on the smaller firms who can least afford 
it. 
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As a restilt of Mr. C';irter 's credit policies begun in October 1979, it is estimdted 
that 666,000 sm~JI businesses wil l fai l this yc;i r. These credit policies alone wi ll 
cost small businesses 3.2 million jobs and $228 billion in sales . ("Small l1usiness 
Bankruptcies Rise Afte r Credit-Tightening," \VJ shington Post , May 15, 1980) 

The disproportionate impact of Mr. Carter 's monetary policies on small business is 
evidenced by the fact that the debt-equity ratio fo r small manufacturing 
corporations is five times large r than fo r the largest firms a nd , in construction, the 
smallest firms have a debt-equity ratio of almost three a nd one-half times that of 
the largest firms . ("The Impact of Inflation on Small Business," Small Business 
Administration, Ma y 1980) 

BURDENSOME TAXES 

U.S. tax laws continue to benefit large companies, forcing small businesses to drain 
working capital in order to pay a disproportionately large share of the nation 's 
rapidly increasing tax bill. 

In his campaign, Mr. Ca rte r promised 

As President, I wi ll endorse l egislation which 
wil l simpl ify our tax structure t o make it fa ir 
and wi ll work t o reduce the current burden 
placed on small business. (Position Paper, 
Small Business, October 11, 1976) 

Despite the promise, Mr. Carter' s 1978 "tax reform" package completely ignored 
the calls of small business fo r bette r. capital gains breaks. 

Today, companies with more than $1 billion in sales are able t o claim investment 
tax credits and foreign tax credits equal t o 61.l percent of their tax li ability while 
those with $1 million t o $5 million in sales are claiming credits equal to only 6.5 
percent of their tax liability. ("America 's Small Business Economy : Agenda fo 
Action," White House Commission on Small Business, Apri l 1980) 

Mr. Carter 's huge Socia! Security tax increases have hit small business pa rticularly 
hard by substantially raisin~ the cost of labor. The wage base fo r tax ca lcul ations 
increased from $17,900 to S22,900 in 1979, an increase of 29 percent. At the same 
time, the tax ra te went from 6.05 percent to 6.13 percent , a 1.3 pe rcent increase. 
In 1980, the Socia! Security tax base increased again to $25 ,900 , an additional 13 
percent increase. 

Businesses, of course, must match the Social Security tax payment of each employee. 
Because small firms tend to be more labor intensive than larger firms, they are 
affected t o a fa r greater degree by Mr. Carter' s Social Security tax policies than 
larger companies. In addition, small firms are more competitive and cannot pass 
on the increased costs t o consumers as readil y a s large firms , so they must either 
absorb the additional costs or maintain fewe r workers. 

NO FAIR FEDERAL SHARE OF FEDERAL PROCUR EMENT DOLLARS 

Although small business accounts fo r 43 percent of the nation 's gross national 
product, small companies received only 22.2 percent of federa l procurement monies 
in 1979, down from 24.4 percent in 1978. ("America 's Small Business Economy: 
Agenda fo r Action," White House Commiss ion on Small Business, Apri l 1980) 
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This, despite Mr.Ca i h'r 's ca1np,1ign prom ise t o, 

.. . endorse a po l icy wh ich assures tha t sma ll busi ness 
recei ves a fa ir share of t he federa l pLocuremen t 
doll ar . (Position Paper, Small Business, October 11, 
1976) 

To make matters worse Mr . Ca rte r pledged , in negot ia tions fo r t he Gene va 
mult inational trade agreement , t o re lax long standing restr ictions in fe de ra l 
procurement polic ie s t ha t have re quired ke y agencies to gran t specia l preferences 
to domest ic small and minorit y businesses. According t o the Admin istration 's own 
fig ures, t he ne w policies wou ld affect approxin,atc ly $9 billion of t he $18 billion in 
federal procurement contracts awarded t o small businesses . (11 U.S . Would Re la x 
Pre ference t o Small and Minorit y Fi rm s," Washingt on Post , Ma rc h 14, 1979) 

LACK OF SUPPORT 

A st udy by the Off ice of Ma nage me nt a nd Budget shows t ha t more t ha n ha lf of t he 
ma jor technologica l adva nces in this centur y or iginated from individua l invent ors 
a nd small businesses. ("A merica 's Small Business Econom y: Age nda fo r Ac tion," 
White House Comm ission on Small Business, Apri l 1980) 

A Deputy Secre t a ry of De fe nse ha s testified t ha t "sma ll business ... proba bly give us 
more for our (researc h and development ) money t ha n la rge businesse s do." (" . .. And 
is Small Ignored ," Bost on Globe, J a nua ry 14, 1979) 

Even Mr. Ca rte r recognized small business a s "a critical, essentia l i n gredi en t 
i n the creati on and i mplement ation of ne w t echnol ogy " (Position Pa pe r, October 
11, 1976) and prom ised t o "endorse t he implementa t ion of new programs whi ch wi ll 
en cour age t echnol ogical i nnovation . .. " (Position Pa pe r , Small Business, October 
11, 1976) 

Yet , since Mr. Cart e r t ook offi ce ~ small businesses have received less than 3.5 
pe rcent of fe deral resea rc h and development dolla rs . Expe rimentation in solar 
e nergy device s, fo r example, is a lmost t he exclusive province of small companies 
a nd individual inve ntors. But only 1.6 pe rcent of fede ral funds for sola r energy 
development went to small busi nesses in 1979. ("America 's Small Business Economy: 
Agenda fo r Action," Whi t e House Comm ission on Small Busi ness, April 1980) 

THE BAN E OF REGULATION 

Afte r more than three years of Mr. Carte r ' s presidency, small businesses remain 
saddled with myriad federa l regulations and t he overwhe lming, often incomprehensib le , 
report ing requ irements t hat go wit h them, despite Mr. Carter 's promise to : 

. . . allow the smal l busi nessman and woman to get 
back to running their business b y completely 
reforming our feder al regu l atory agenci e s [ and ] . 
their r epor ting requi rement s . (Position Paper, 
Small Business, October 11, 1976) 

Government paper work c osts small business $12.7 billion a year a s more than 305 
million repor t s contain ing 7.3 billion questions a re submitte d annua lly by small 
businesses t o 103 federal agencie s. ("Agency Sa ys Government Pape r Work Costs 
Small Business $12.7 Bill ion a Year," Los Angele s Ti mes, January 4, 1980) 
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The recent Chilton / WeidcnlxHJrn study ent itled 11 Srn<1ll r1>11si1wss in the Regulated 
E,onorn y" re art s "One o f the rnos t ser ious threats t o t he continued existence of 
srnall firms is the requirement for major capital expcnrl i tures to meet [certain 
fcder,:d regulatory] stJrlrlards . ("A merica 's Srnc1ll 13u:, iness Economy : Agenda for 
Action ," White House Cornrnission on Small Bu sine ss, J unuary 1980) 
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APPENDIX 

nrf elected , I will be the first small businessman since Harry Truman to 
serve as President . I have a deep and sincere concern for the future of 
America 's nine million small businessmen and women and the 40 million Americans 
who work for small business concerns ." 

--Position Paper 
Small Business 
October 11, 1976 

"My own guess is that the inflationary pressures will continue at about the 
level that they have historically the last couple of years , around six or 
a little better percent." 

--Press Conference 
March 24, 1977 

"This Republican Administration through its tight money policies has given 
business and the consumer the highest interest rates since the Civil Wa r. 
As President , my economic policy wiil be designed to stimulate growth and 
maintain an adequate capital suppl y for the small businessman and woman at 
reasonable interest rates ." 

--Position Paper 
Small Business 
October 11, 1976 

"As President , I wi ll endorse legislation which will simplify our tax structure 
to make it fair and wil l work to reduce the current burden placed on smal l 
business ." 

--Position Paper 
Small Business 
October 11, 1976 • 

"I will endorse a policy which ass ures that small business receives a fair 
share of the federal procurement dollar ." 

--Position Paper 
Small Business 
October 11, 1976 

"Inasmuch as smal l business is a critical, essential ingredient in the creation 
and implementation of new technology , as President , · I wil l recognize thi s 
fact and wil l endorse the implementation of new programs which will encourage 
technological innovation . and thus get the American economy rolling again ." 

- -Position Pa p_e r 
Small Business 
October 11, 1976 
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"As a former busine ssman , I pledge to allow the sma ll businessman and woman 
to get back to running their business by completely reforming our federa l 
regu l atory agenci es , their reporting requirements , and tax l aws to get the 
governmen t off his back. " 

--Position Paper 
Small Business 
October 11 , 1976 
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SOCIAL SECUlUTY -- Tl-IE RECORD 

• The 1977 Socia l Se urit y Amendments provided t he American taxpayer wit h the 
largest peacetime tax increase in history. ("Congress Clears Social Securit y Tax 
Increase ,1' Con ressiona l Quarte r! , December 17, 1977) 

• The Soci,::d Security Syste m now faces a long-term deficit of near ly $800 billion . 
(House Ways and Means Committee) 

• The Old Age and Survivors In surance Fund, the' la rgest of the Social Security 
Trust funds , wi ll run short of money to meet benef it de mands sometime in 1981, 
barring Congressional action. (I louse Wa ys and Mea ns Committee) 

• "The maximum Social Security payroll tax on employees will have ri sen from 
$965 in 1977 to $1,975 in 1981, a leap of 105 percent in just fou r years ." ("Social 
Security: Will it be The re When You Need It?", U.S. News and World Report, 
Apri l 30, 1979) 

• Self-employed businessmen, professional people, a nd farmers face e ven steeper 
Social Security tax rises. By 1981, their maximum tax bite will have Jumped 112 
percent in four years . (Source : "Socia l Security : Will it be There When You 
Need It?", U.S . News a nd World Report, April 30, 1979) 

• Payroll taxes would have to exceed 20 pe rcent of pa yroll by early in the next 
century to continue the present financing system fo r Social Security . (Source: 
"The Social Security Deficit ," Wall Street Journal, Decem ber 6, 1979) 

• Mr. Carter has failed to live up to his promise t o e nd Social Security benefit 
discrimination against women. 

7/23/80 
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SOCIAL SECURITY : /\NAL YSlS 

Social Security, the backbone of our nation 's income support program for the 
elderly, has been one of the most popular programs ever enacted by the U.S . 
government. Since 1937, it has paid a n estimated $1 trillion to millions of elderly, 
widowed, orphaned, sick and disabled persons . One-seventh of a ll elderly couples 
and one-third of a ll elderly individuals depend entirely on Social Security £or thei r 
support , and a lmost nine-tenths of a ll persons over age 65 receive Social Security 
benefits . Millions of Americans would be in poverty without the Social Security 
system . (House· Ways and Means Committee) 

SYSTE/1./: IN FINANCIAL CRISIS 

Despite Mr. Carter's promise to "completely restore the financial integrity of 
the Social Security system" (Position Paper, "The Elderl y," September 22, 1976), 
Social Securit y is now facing its greatest financia l crisis in the history of the 
program . 

His answer to the system 's financial problems was simply to raise taxes, rather 
than institute meaningfu l reform . The 1977 Social Security Amendments, for which 
Mr. Carter took credit, gave the American taxpayer the largest peacetime tax 
increase in history . Yet the system faces serious deficit, both in the short and 
long term . The Old Age and Survivors Insurance Fund (OASI), the largest of _the 
three Social Security trust funds, is expected to have insufficient money t o make 
benefit payments a t some point in 1981, barring Congressional action. (House Ways 
and Means Committee) 

Although the smaller Social Security trust funds , the Disability Insurance Fund (DI) 
and the Hospital Insurance Fund (HI), a re in relatively better financia l condition, 
a ny reserve cushion they may have will not be enough to offset the OAS! deficit 
through the early 1980s. (House Ways and Means Committee) Yet Mr. Carter 's 
latest proposal t o ease Social Security' s financia l crisis is to borrow money from 
the smaller two funds to offset the short-term cash flow problems of OASI. 
("Carter Will Propose Accounting Change For Social Security," Wall Street Journal, 
January 21, 1980) The net result of such a step would provide only stop-gap relief 
for OASI, rather than long-term stability. 

The Social Security system 's long-range actuarial deficit is truly astounding, $800 
billion in current dollars -- larger than the privately held national debt. (House 
Ways and Means Committee and "The Social Security Deficit ," Wall Street Journal, 
December 6, 1979) 

It is estimated that payroll taxes would have to exceed 20 percent of payroll by 
early in the next century to continue the present method of financing Social 
Security ("The Social Security Deficit," Wall Street Journa l, December 6, 1979) 

PUBLIC SKEPTICISM 

Upon signing the 1977 Social Security An,endments into law , Mr . Carter stated that 
the bill "assures today ' s workers that the hard-earned taxes they are pa ying 
into- the system today wil l be available upon their retirement . " (Ji mm y 
Carter , Statement on Signing S. 305 Into Law, December 20, 1977) 

Today's workers , however, are not so sure. A surve y cited in U.S . Ne ws a nd World 
Report, has shown that fou r out of five workers have less tha n full confidence in 
the program . Among workers under age 35, nearly half have "ha rdly any confidence 
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at a ll" that the ir benefits will be pa id whe n they fo ll due . ("Socia l Secu rity : Will 
it be The re Whe n You Need It?", U.S. News a nd W~rl~ Report , Apri l 30, 1979) 

Indeed, give n current and future trust fun d shortfalls , Mr. Ca rte r has a llowed public 
confidence to falt e r in one of our nation's olde st and most successfu l progra ms. 

FLIP-FLOP ON USE OF GENERAL REVENUES 

When campa igning for the preside ncy , Mr . Carte r, in response to a question as t o 
how he planned to restore the fin ancia l integrity of the Socia l Security syst e m, 
sa id, "The U.S . sh o uld do as much a s possi ble t o avoid general r evenue con tributor s 
to the Social Security Fund ." (Boston Globe, Se pte mbe r 5, 1976) However, in his 
1977 Social Security proposals, · Mr . Carter called fo r dippi ng into ge ne ra l re venue 
funds to fi nance Social Security when unem ploym ent reached six pe rcent . 

Congress rej ected Mr. Ca rter 's proposal and, upon signing the bill , he said, "We 
thought ... that genera l funds should be use d and triggered f or t hose transi ent 
times ." (Ji mm y Carter, Sta t e ment on Signing S. 305 Into La w, Decembe r 20, 1977) 

Again, he was offe ring a stop-gap solut ion ra ther tha n mea ningful re form . To dra w 
upon general re ve nues to fin a nce Soc ial Security would be, in the words of Senate 
Finance Committee Cha irma n Russe ll Long (D.-La.), like "telling the Federal Reserve 
to print the mone y." ("Se na te Pa ne l Re jects Using General Funds for Social Security," 
Washington Post, July 28, 1977) 

SOARING SOCIAL SECURIT Y PAYROLL TAXES 

Under the formulas set fort h in the 1977 Social Security tax bill, payroll taxes will 
have more than doubled for most middle and uppe r income families by 1981. 

"The maximum t a x on e mployees will have risen from $965 in 1977 to $1,975 in 
1981, a leap of $1,010, or 105 pe rcent in just fou r years . These t axes, whic h must 
be matched by employers, will go still higher" in the 1980s, t o nearly $3, 200 by 
1987. ("Social Security: Will it be The re Whe n You Need It?", U.S. Ne ws a nd 
World Report, April 30, 1979) 

"Even steepe r ri ses are in store for self -employed businessme n, professional people, 
a nd farme rs. The ir maxim um Social Security t ax in 1977 ca me to $1,304-. By 1981, 
the bite will be $2,762, a ju mp of 112 pe rcent." The increase in 1981 a lone will be 
$664-, a single-year increase of nearly a t hird . ("Social Security : Will it be The re 
When You Need Jt?", U.S . Ne ws and World Repo_!'_! , April 30, 1979) 

Yea rly increases a re built into the Soc ial Security pa yroll t ax system t hrough the 
middle of the ne xt century , wit h the biggest jumps a ffecting middle a nd upper 
income worke rs . These huge inc reases have been accomplished by rai sing both the 
wage ba se a nd contribution rate for computing pa yroll t axes . 

The contribution rate will rise steadi ly from the 6.05 percent level of 1977 to 7.65 
percent by 1990. Yet Mr. Carte r, in 1976, took the position that "Rai s i n g the 
contribution ra te ... would put an even greater burden on the aver age wage earner 
wi t hout i n suring c omp ar ably grea t e r ben e fits ." (Position Paper, "The Elderly," 
Se pte mber 22, 1976) He was ce rtainly correct. 
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BROKEN PROM ISES 

Mr. Carte r 's pe rfo rmance in t he ;:irea of Socia l Securit y be ne fits 1s no more c redible 
t han the fi nanc ia l integr ity 0£ t he syst e m itself. 

While campa igning in 1976, Mr . Ca rte r st ated, "The cos t of li ving adju stmen t 
mech ani sm sho uld be made more respon s ive duri n g periods of rapid in f l ation s o 
that bene fici ari e s do not have to wai t a ful l ye ar f or catchup i ncreases ." 
(Position Pape r , "The Elde rly ," September 22, 1976) 

But, not on ly has Mr . Ca rte r made no move t o pay cost of li ving adjust ment 
inc reases more frequent ly than once a year , t he Administ ra tion has a lso talked 
about c utting t hose increases. (Hou:,e Ways and Means Committee ) 

Mr. Carte r, in 1976, sa id, "We need to ch ange t he r i dicul ous Social Securit y 
r e gul ation that prevents man y e l derly men and 1-1omen f r om being marri ed ." 
(Speech on the Ame rican Fa mily , ~v1anchester, N. H., August 3, 1976) 

Yet , Mr. Carte r did not include provi sion to a llow e lde rly cit izens t o remarr y 
without loss of Social Securit y be nef it s in his 1977 Social Secur it y proposals , a nd 
then tri ed t o cla im c redi t when Re publican-sponsored legislation t o this effect was 
included in the fin a l 1977 Social Security Ame ndme nts bi ll passed by Congress. 
(House Wa ys and Means Committee ) 

Despite Mr. Carter' s pledge that "Workers shoul d be guaran t e e d that , when they 
r e tire , Social Security bene fits wi ll bear t he same rel ationship to their 
recen t earnings as i s true for those retirin g t oda y , " (Position Pa per, Social 
Security, 1976), such a provision has not been made. Mr. Ca rte r did a tte mpt t o tie 
Social Security benefits t o gene ral revenue funding but this proposa l, a s mentioned, 
was re jected out of ha nd by Congress. ("Social Security Financ ing Proposals," HEW 
News, Ma y 9, 1977) --

Although Mr . Carte r prom ised that "con sideration should be given t o l ibera l ization 
of the earni ngs test" (Postion Paper , The Elderl y, Se ptember 22, 1976), he did not 
include such a proposal in hi s 1977 Social Securit y proposals. Whe n t he House of 
Re presentatives vot ed to ease the means t est, Mr. Carte r threatened t o veto t he 
legisla tion . (Baltimore Sun, Decembe r 1, 1977) 

Finally, Mr . Ca rter pledged to "end discrimination against women in the Soci al 
Sec urity system" (Jimm y Ca rter , press re lease , June 13, 1976), but no reference t o 
t his promise was included in the 1977 Social Security proposals . The fina l Socia l 
Secur ity Amendments signed by Mr. Ca rte r merely mandated, on t he initiat ive of 
Congress, a HEW study in consultation with the Just ice De part ment 's Task Force on 
Se x Discr imination. The fina l report only set fort h opt ions, none of which have 
been e ndorsed by Mr. Ca rte r. 
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"If I am elected President , I intend to completely restore the financia l 
integrity of the Social Security system . " 

--Position Paper 
"The Elderly" 
September 22, 1976 

"Most importantly it [S. 305 ] assures today ' s workers that the hard-earned 
taxes they are paying into the system today will be available upon thei r 
retirement . " 

--Statement on Signing S. 305 into Law 
December 20, 1977 

"The U.S. should do as much as possibl e t o avoid genera l revenue contributors 
to the Socia l Securit y Fund ." 

--Boston Globe 
September 5, 1976 

"We thought tha t there ought to be some shift of funds from one social securit y 
reserve fun d t o another when needed , and that when the inflation rate and the 
unemploymen t rate had an exceptionally high drain on the social security system, 
that general funds should be used and triggered for those transient times ." 

--Statement on Signing S. 30 5 into Law 
December 20, 1977 

"Ford 's plan [raising the contribution rate ] woul d pu t an even greater burden on 
the average wage earn.er without insuring comparabl y greater benefits ." 

--Position Paper 
"The Elderly" 
September 22, 1976 

"The cost of living adjustment mechanism should be made more responsive during 
periods of rapid inflation so tha t beneficiaries do not have to wai t a ful l 
year for catchup increases . " 

--Position Paper 
"The Elderly" 
September 22, 1976 

"We need t o change the ridiculous Social Securit y regulation that pre~ents many 
elderly men and women from being married.n 

--Speech on the American Family 
Manchester, N.H. 
August 3, 1976 
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"Workers should be guaranteed that, when they retire, Socia l Securit y benef.it s 
will bear the same relationshi p t o their recen t earnings as is true for those 
retiring toda y." 

--Position Paper 
"Social Securit y," 1976 

"In addition , consideration should be given t o liberali zation of the earnings 
test , which currently penalizes retirees who earn more t han $3, 280 per year .n 

--Position Paper 
"The Elder ly" 
September 22, 1976 

nI wi ll act t o end discriminati on against women in the Social Security system .n 

--Press Release 
June 13, 1976 
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TAXES THE RECORD 

Despite his . promise ·to never increase •taxes for the working people of our country 
and the lower and middle income groups,• (New York Times, September 20, 1976) 
Mr. Carter and his Democrat-controlled Congress have raised taxes more than in 

. any other four year period in history. Taxes now account for about 23 percent of 
the GNP. 

The average taxpayer must have worked from January 1 to May 11, 1980 just to pay 
his federal, state, and local tax bill. Last year, in order for the 'American taxpayer 
to pay his taxes, he had to work a "mere" three days·· 1ess than in 1980 • 

7/28/80 
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CARTER'S TAXES: ANALYSIS 

To most Americans, Mr. Carter's performance in office conjures the visions of 
ine~ficiency and confusion -- visions of a man who, no matter how hard he tries, 
always seems to fail. The major exception to this is Mr. Carter's ability to 
enact, to induce through inflation., and propose more and higher levels of taxes 
than any President in history. 

Since Mr. Carter came into office, taxes from all sources have skyrocketed, 
rising from $357.7 billion in 1977 to a proposed level of $628 billion · for 1981 
an increase of 7 5.6 percent. It took 38 administrations ··since the founding of the 
Republic to achieve a level of $357 .7 billion in taxation in 1977. If reelected, 
Mr. Carter proposes a tax level of $724.8 billion for 1982 -- an increase of 103 
percent -- more than double the level when he first took office. Mr. Carter has 
out-taxed every president who preceded him. (Bud et of the U.S., Fiscal Year 
1981) Moreover, with the exception of his January 1977 inflationary 50 tax 
rebate, he has opposed almost every effort to reduce taxes. 

The results have 
1

been catastrophic to . the economic health of the nation. Taxes 
interacting with inflation have increased the relative share that government takes 
from people's earnings -- rising to 23 percent of the GNP. A study released in 
February 1980 by the Tax Foundation, a non-profit public interest group, indicated 
that in Fiscal Year 1980 the average family of f_our earning the median income 
level of about $20,000 will pay $5,451 in total federal taxes. This represents . 
more than 27 percent of their gross income. Of that amount, federal income 
taxes will claim $2,114, Social Security will claim $1,226 and indirect taxes will 
claim $2,lll. In short, the average taxpayer will now pay more than one-fifth of 
his earnings out in the form of federal taxes alone, before state and local taxes 
are added. 

Tax Freedom Day, the day economists calculate that an average worker's yearly 
taxes will be paid if all earnings from January 1 were applied to the federal, 
state and local tax bill, arrived on May 11, 1980. Tax Freedom Day was pushed 
ahead three days from 1979 -- meaning that taxpayers had to work an additional 
three days this year to pay the government. (Tax Foundation, February 1980) 

Mr. Carter's zealous pursuit of increasing this nation's tax burden was catalogued 
in a report by the Republican staff of the House Ways and Means Committee. 
The report, presented by Rep. Barber Conable, Ranking Minority Member, (R-
N. Y .), indicated that since Mr. Carter came into office he proposed new taxes, 
increased existing taxes, and extended other taxes which total up to $319.40 
billion between fiscal years 1978 and 1983. (Congressional Record, August 2, 1979) 
If that were not enough, Mr. Carter proposed $30 billion in additional taxes with 
which he would attempt to balance his Fiscal Year 1981 budget. These new 
taxes, · the 15 percent interest and dividend withholding tax, the 15 percent indepen
dent contractors tax and the 10 cents per gallon gasoline tax would merely enrich 
government coffers at the expense of the taxpayer. · with these taxes Mr. Carter 
hopes to foster the illusion that his Fiscal Year 1981 budget is balanced and under 
control. (Fiscal Year 1981 Budget R~visions, March 1980) 

However, nothing could be farther from the truth. Indeed, in March 1980, the• 
President offered a budget which included $628 billion in taxes and $611.5 billion 
in spending programs. This proposed budget contained the highest one-year tax · 
increase in this nation's history as taxes from all sources increased by $104.2 
billion from the level Carter proposed in January 1979 -- a 20 percent increase. 
(Fiscal Year 1981 Budget Revisions, March 1980) 



•· 

\ 

-132-

The irony is that even at these high levels of taxation the budget will not be in 
balance by the end of Fiscal Year 1981. A federal court ruled that the oil import 
fee · was unconstitutional and although the Administration ~as stated that it will 
appeal this ruling, it seems near certain that Congress has stripped the President 
of · his authority to impose the fee in the first place. Moreover, then~ is little 
enthusiasm in the House Ways and Means Committee for the imposition of the 
withholding tax. In the words of_ Sen. William L. Armstrong (R-Colo.): "Any 
idea that the 1981 budget is balanced is fantasy ••• We're at least $25 billion out of 
balance right now." (New York Times, May 15, 1980) 

One may surmise that the budget will be further pushed into the red by an accelerated 
and programmed Carter recession whose depth and duration may be larger and 
longer than expected. 

A study prepared by the Joint Economic Committee (April 1980) noted that the 
interaction of inflation and the progressive tax structure has the perverse effect 
of giving the federal government an inflation dividend. This occurs when inflation 
pushes people into higher income brackets and taxes increase by an amount greater 
than the rate of inflation. At the same time, however, real incomes have not 
grown. Indeed, when inflation interacts with higher tax rates individuals may be 
earning more in the form of nominal income but have less to spend after accounting 
for inflation and higher taxes. The report found that for every .one percent 
increase in the rate of inflation, as measured by the Consumer Price Index, taxes 
go up 1.4 to 1.6 times as much. As a result of _Carteris taxation and spending 
policies the American people will see their taxes increase to an astronomkal 
$2.136 trillion over the next decade. It is most important to keep in mind that 
these are new taxes, and they are over and above the normal rate of growth for 
tax collections from individuals and b·usiness engaged in the normal course of 
economic activity. The largest component in this tax increase will be inflation 
induced income taxes -- $1.161 trillion on fictitious income. 

Mr. Carter has programmed over $600 billion in new taxes within the next five 
years alone. 

The following is a list of tax increases either proposed 9r signed into law by 
Jimmy Carter. In less than thre~ years in office, Mr. Carter has broken his 
promise of never increasing •taxes for the working people of our country and 
the lower and middle income groups• (New York Times, September 20, 1976) not 
once but 19 times. 

Carter clearly has an unsurpassed record in not only proposing or enacting the 
largest peacetime tax increases in history, but also at the astounding rate of 
almost one new revenue raising scheme every other month. 

CARTER TAX INCREASES 1978-1983 
On Millions of Dollars) 

New and ·Proposed Taxes· 1978 1979 1980 1981 · 

30 

700 

13,637 

1982 

58 

900 

13,259 

1983 

*Waterway Usec Tax 

*Gax . Guzzler Tax 

.ude Oil Equalization Tax 

*Enacted tax increases 
nproposed tax increases 

E---

500 

2,884 

.500 

7,173 

500 

ll,933 

1,200 

12,875 
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New and Proeosed Taxes 1978 1979 1980 1981 1982 

*.ness Tax on Crude Oil 
and Natural Gas 2,745 7,555 10,499 12,467 

*Taxation of Unemployment 
204 Benefits '151 203 205 

*Gross Windfall Profits Tax 2,804 8,~91 13,683 

*Federal Withholding Tax 3~400 2,500 

*Independent Contractors Tax 1,000 N/A 

*Social Security Tax· 2,400 6,200 14,000 20,000 

ORepeal of Refund of Motor-
boat Fuel ·rax 1 4 4 4 4 

n1ncrease in Gas ··Tax 3,750 8,750 13,750 18,750 

*Repeal of State and Local 
Gas Tax Deduction 603 947 1,080 1,230 

nRepeal of Sales Tax 
.. , : 

Deduction 1,734 2,720 3,100 3,535 

.duction for Medical . 
and Casualty Exemptions 1,336 2,056 2,282 2,533 

nEntertainment and Travel 
Expense· 644 1,347 1,695 1,843 

nMinimum Tax Changes 284 306 329 

nphase-out of DISC. 249 807 1,_551 1,771 

nPhase,-out of Deferral of 
Tax on Foreign Source 
Income 40 174 580 796 

Extended Taxes 

Extension of Excise Tax 
On Gasoline and Motor 
Fuel to Sept. 30, 1985 3,302 3,404 3,4~6 

TOTALS 3,335 21,350 49,594 79,692 97,061 

.urce: House Ways and Means Committee and the Joint Economic Committee) 

*Enacted tax increases 
nProposed tax increases 

1983 

16,467 

211 

14,183 

2,200 

N/A 

22,000 

4 

23,750 

1,402 

4,030 

2,812 

2,011 

332 . 

1,675 

860 

3,585 

109,921 
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Grand Total of Proposed and Enacted Tax Increases From 1978-1983 -- $319.40 Billion 

INFLATION-INDUCED INCOME TAXES** 

1977 $ 8.6 billion · 
1978 11.7 billion 
1979 21.l billion 
1980 16.0 billion 
1981 -- 35.0 billion 
1982 50.0 billion 
1983 -- 65.0 billion 

TOT AL $207 .4 billion 

FOR A GRAND TOT AL OF $568.35 billion in new and proposed inflation-induced 
taxes. 

**Source: Joint Economic Committee, . Minority Staff 
I 

Carter did not introduce any tax increases in 1977 but he did preside over an 
$8.6 billion increase in inflation-induced taxes. Mr. Carter could have, but did 
not, propose to adjust tax rates downward to prevent the effects of inflation 
raising the taxpayer's bill. Instead,_ he used those new found revenues to expand 
existing programs or initiate new spending propo~als. 

CONCLUSION 

· The economic consequence of any tax is clear and simple -- it diverts scarce 
resources away from the private sector to further the interests ·of government. 
The higher the level of taxation, the less funds people have available to save and 
invest for the future. As the rate of savings fall so does the rate of investment, 
resulting in lower economic growth and a diminished standard of living for all. 
Taxes which are levied against the business enterprise add to the cost of goods 
sold. 

Higher taxes mean higher consumer price inflation as higher costs of production 
are passed on into the market place. 

In the final analysis, Carter's tax increases when programmed into the tax system 
will: 

• increase inflation 
• lower economic growth 
• raise interest rates 
• debase the value of retiree income 

In short, the American Dream of the good and comfortable life is in jeopardy. 
Its principle threat comes not from some foreign power but from the misguided 
policies of a President· who seemingly has no idea of how a mature free market 
economy grows. ,, 

By increasing taxes Mr. Carter not only broke his promise made in 1976, "I 
would never increase taxes for the working people of our country and the 
lower and middle~income groups," but he has put into motion those economic 
forces which could force a lower quality of life over the next decade. · 
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APPENDIX 

•I would never increase taxes for the working people of our country and 
th~ lower and middle-~ncome groups.• 

--New York Times 
September 20, 1976 
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TRANSPORTATION THE RECORD 

• Although Mr. Carter promised "a national comprehensive transportation policy" 
(Carter position brief, Railroad Reorganization, 1976) and "a balanced multi
modal approach to maintaining and improving the nation's transportation 
system" (Carter position brief, Highway Trust Fund, 1976), he has given us neither. 

' 

• The Highway Trust Fund is running a deficit for the first time in its 24-year 
history. (Washington Post, June 19, 1980) 

• Finarcial failure of the Highway Trust Fund would bring the following national 
priority programs to a 9::reeching halt: 

--completion of the interstate highway system 

--maintenarce of federal commitments to assist cities and states with other 
primary and secondary highways·. 

--continuation of the bridge replacement program that is estimated by some 
to be already ten years behind. 

I 

--finarcing of coal roads needed for hauling the nation's most plentiful energy 
source from mines. 

• Although Mr. Carter stated flatly, nArresting (the) deterioration and completing 
needed work on new urban transit systems must become the nation's first 
transportation priority." (Carter Platform Presentation, ~une 16, 1976), funding 
for mass transportation has not kept pace with inflation and no new cities have 
been given Urban Mass Transportation Act funding commitments for rapid transit 
systems sirce Mr. Carter took office. (Republican Position Statement on a 
Transit Policy for the Future, January 2, 1980) 

• Carter Administration attempts to mandate private production of "Transbus," an 
expensive federally funded research vehicle, threw the American bus industry 
into confusion and by 1979, less than 3,000 units were being produced annually 
to meet a projected need of 10,000 per year. (Republican Position Statement on 
a Transit Policy for the Future, , January 2, 1980) 

• Despite Mr. Carter's statement, "the reorganization and revitalization of 
our railroad system remains one of the most important and pressing issues 
in transportation today.,; (Carter position brief, Railroad Reorganization, 
1976), his plan to "revitalize" our nation's railroad system was to cut back Amtrak 
service by 43 ·percent. (Washington Star, February 1, 1979) 

7/23/80 
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TRANSPORTATION: ANALYS~ 

When campaigning for the Presidency, Mr. Carter promised 

a national comprehensive transportation policy. 
(Carter position brief, Railroad Reorganization, 1976) 

He stated further, 

What we need most today is a balanced multi-modal 
approach to maintaining and improving- the nation's 
transportation system. (Carter position brief, 
Highway Trust Fund, 1976) 

Mr. Carter has given us neither. 

B.R. Stokes, executive director of the American Public Transit Association, said, in 
1977, with reference to Mr. Carter's role in transportation policy: -- "Simply put, 
there has been · no leadership. It is not enough to say that performance to date has 
not been satisfactory; there has been no performance." (New York Times, September 
15, 1977) 

The same may be said today. The Highway Trust Fund is in deficit for the first 
time in its 24 ... year history, there is no coherent program for mass transportation, 
American bus production has been brought to a crawl by Administration interference, 
and Mr. Carter has proposed cutting Amtrak railroad service by nearly one-half • 

In short, Mr. Carter has failed in the vital area of transportation policy. 

HIGHWAY TRUST FUND IN DEFICIT 

When campaigning for the Presidency, Mr. Carter said, 

The Highway Trust Fund has served as an outstanding 
and successful mechanism for constructing an 
extensive and effective highway network in the 
United States. In doing so, the Fund has also 
supported a major se'ction of the U.S. economy, 
providing jobs, advancing technology, and changing 
the face of the American landscape. (Carter position 
brief, Highway Trust Fund, 1976) 

Now, after three and one-half years of Mr. Carter's transportation policies, the 
Highway Trust Fund is running a deficit for the first time in its 24-year history. 
The present trust fund balance is $12.1 billion, and obligations due from that 
balance total $14.l billion, leaving a deficit of $2 billion. (Washington Post, June 
19, 1980) 

Unless the financial integrity ot th.e Highway Trust Fund is restored, the Federal 
Highway Administration will be unable to: 

--finish the interstate highway system 
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--maintain its commitments to assist cities and states with other primary and 
secondary highways 

--continue a bridge replacement program that is estimated by some to be ten 
years behind 

--finance coal roads needed . for hauling the nation's most plentiful energy source 
from mines. 

The interstate highway system is now officially 93.6 percent open to traffic, at a 
cost of $76 billion. It is estimated that $28 billion more, for a total of $104 
billion, is required to build the remaining 6.4 percent. · However, unofficial federal 
highway estimates push that total much higher, to at least $115 billion. (Washington 
Post, June 19, 1980) 

In addition, many older sections of interstate highway, plus bridges and other primary 
and secondary roads need major repairs which states have deferred because they do 
·not have the money for those programs. 

A major reason for the current financial malady of the Highway Trust Fund has 
been Mr. Carter's indecision and lack of leadership on the question of transportation 
priorities and distribution of funds. A 1977 Department of Transportation memo 
noted, "One major drawback to coordinating mass transit and highway needs has 
been the fear of .•. short-changing legitimate highway needs in order to emphasize 
mass transit." ... (Congressional Quarterly, January 21, 1978) The memo went .on to 
recommend separate sources of funding for highway and mass transportation. · Yet, 
in his major transportation proposals of 1978, the bulk of which were incorporated 
into the Surface Transportation Act of 1978, Mr. Carter recommended consolidation 
of highway and mass transportation programs with no clear distinction as to the 
future of either. In addition, the Surface Transportation Act allowed states to 
transfer highway funds to other projects, leaving the door open to the draining of 
these funds for projects for which they were not originally intended and to the 
subsequent neglect of needed highway projects and repairs. 

NO MASS TRANSPORTATION PROGRAM 

Although Mr. Carter stated flatly, 

Arresting [the] deterioration and completing needed 
work on new urban transit systems must become the nation's 
first transportation priority. (Carter · Platform Presentation, 
June 16, 1976), • 

he has yet to de~elop a coherent policy in this area. 

President Ford signed the National Mass Transportation Assistance Act of 1974-
shortly after corning into office. With his support, federal funding went in a 
controlled and graduated fashion from $676 million · in fiscal year 1974 to $2.5 
billion in fiscal year -1977. During this period, the Urban Mass Transportation 
Administration established tough gt.µdelines for analysis of local transportation 
alternatives and then made commitments for construction or modernization of major 
public transportation systems in 16 cities. Since Mr. Carter took office, funding for 
mass transportation has not kept pace with inflation and no new cities have been 
given UMT A funding commitments for rapid ' transit systems of any type. 
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Mr. Carter made no mention at all of mass transportation in · his first energy program 
in 1977. When then Secretary of Transportation Brock Adams urged that energy 
taxes be earmarked for expansion of public mass transp.ortation, the White House 
dismissed the idea as a personal opinion of the Secretary. It was only when presented 
with the clear and present danger of an oil crisis in the summer of ·. 1979 that Mr. 
Carter appeared to realize the importance of mass transportation. In an abrupt 
turnaround in September 1979, Mr. Carter announced a 10-year, $16.5 billion program 
of transportation initiatives, of which $13 billion was targeted for public transportation. 
However, Mr. Carter's program was contingent upon passage of the "Windfall · 
Profits Tax" on oil companies. Rather than giving mass transportation a firm 
commitment, Mr. Carter appeared to be holding it hostage in order to help generate 
votes for the windfall profits tax. · 

ADMINISTRATION INTERFERENCE BRINGS AMERICAN BUS PRODUCTION TO A · 
CRAWL 

At a time when revitalization of America's commuter bus lines is essential to 
energy conservation and the development of efficient public transportation systems, 
Carter Adminis,tration meddling brought America's bus production to a crawl. 

Within four months of Mr. Carter's coming into office, his then Secretary of 
Transportation, Brock Adams, decreed that all new transit buses be equipped with 
lifts or ramps and that they have floor heights not exceeding 22 inches. Essentially, 
he was attempting to mandate private production of the "Transbus," a federally-
funded researnh vehicle. Whereas advanced design buses were selling for about 
$105,000, the "Transbus" was estimated to cost $240,000 by its delivery date in 
1983. No American manufacturer was willing to bid on "Transbus," yet Secretary 
Adams refused to back off his mandate despite the determination of a study panel, 
formed by the National Academy of Sciences at Adams request, · that the manufacturers 
were · prudent in their judgement and that the Department of Transportation should 
rescind its mandate. (Republican Position Statement on a Transit Policy for the 
Future, January 2, 1980) 

As a result, America's . bus industry was thrown into confusion and production fell. 
By 1979, less than 3,000 units were being· produced annually to meet a projected 
need of 10,000 per year. (Republican Position Statement on a Transit Policy for · 
the Future, January 2, 1980) 

Again, it was only after the gas liries of the summer of 1979 that the Carter Admini
stration backed off its insistence on "Transbus." 

MR. CARTER WOULD CUT THE NATION'S RAIL SERVICE NEARLY IN HALF 

Mr. Carter said in 1976: 

Our nation is dependent on its railroads .•. the 
reorganization and revitalization of our railroad 
system remains one of the most important and 
pressing issues in transportation today. (Carter 
position brief, R~ilroad Reorganization, 1976) 

Mr. Carter's plan to "revitalize" our nation's railroad system was to cut back Amtrak 
service by 43 percent . (Washington Star, F~bruary 1, 1979) 
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At a time when public transit is becoming more significant as the costs of energy 
rise, the Carter Administration proposed to ~ut ll,800 miles from Amtrak routes • 
(Washington Star, February 1, 1979) 

Five states -- (?klahoma, Arkansas, Alabama, Vermont and Nebraska ·would lose all 
Amtrak train service under the Carter proposal. Many other states would incur 
heavy cuts. A n,umber of majo'r cities, including Dallas, Atlanta, and Omaha would 
lose all service under the Carter. plan. (Wall Street Journal, February 1, 1979) 

The Amtrak Board of Directors related serious concerns regarding . the Carter plan, 
apart from the hardships incurred by those localities faced with cancellation of 
service. Among them: 

--Will the reduced system mean that the roadbeds and rails on those roads 
without Amtrak service deteriorate so that passenger or freight service 
could not be added in time of future need? 

--Will the revised route structure 'be sufficient to meet the nation's needs during 
n?,tional emergencies? (Washi~gton Star, February 1, 1979) 

Although Mr. Carter said, 

Our interest must be the public good (Carter position 
brief, Railroad Reorganization 1976) .,. 

the American people, particularly those · in rural areas, clearly have suffered from 
Mr. Carter's railroad policies. 
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•we need a national comprehensive transportation policy •.. • 

--Carter Position Brief 
Railroad Reorganization, 1976 

•What we need most today is a balanced multi-modal approach to maintaining and 
improving the nation's transportation system.• 

--Carter Position Brief 
Highway Trust Fund, 1976 

•Arresting (the) deterioration and completing needed. work on new urban transit 
systems must become the nation's first transportation priority.• 

--Carter Platform Presentation 
June 16, 1976 

•The Highway Trust Fund has served as an outstanding and successful mechanism 
for constructing an extensive and effective highway network in the United 
States~ In doing so, the Fund has also supported a major section of the U.S. 
economy, providing jobs, advancing technology, and changing the face of the 
American landscape. 

--Carter Position Brief 
Highway Trust Fund, 1976 

•aur nation is depende~t on its railroads ••. the reorganization and revitalization 
of our railroad system remains one of the most important and pressing issues 
in transportation today.• · 

--Carter Position Brief 
Railroad Reorganization, 1976 

•Our interest must be the public good.• 

--Carter Position Brief 
Railroad Reorganization, 1976 




