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Back in 1978, a top official of the U.S. energy department took exception to the 
oft-voiced complaint that the United States has no coherent energy policy. On the 
contrary, he replied, the country did in fact have such a policy. It was a policy 
which encouraged consumption and discouraged production. It placed the greatest 
demand on fuels which are in the most scarce supply (oil and natural gas) while 
discouraging consumption of the most plentiful forms of energy (coal and nuclear). 
And, to make up the resultant fuel shortages, it relied upon foreign imports of oil. 

This flawed national energy policy of the 1970's was costing U.S. industry $500 
million a year to administer and the federal government $200 million per year to 
enforce. It caused gas lines to extend from California to Delaware, it sapped our 
nation's economic vitality, it inflated our economy, it undermined the value of our 
dollar and it put thousands of people out of work. In short, the failure to enact a 
sensible energy program disrupted our economy, pitted American against 
American, and yet failed to deliver a single additional BTU of energy to the 
American people. 

A similar problem has confronted us in regard to our economic policies. Until 
President Reagan began to address the fundamental problems of our economy, our 
nation's leaders seemed content with economic policies that produced 11 
consecutive budget deficits, inflation rates arching towards 15%, a national debt of 
close to a trillion dollars costing taxpayers $120,000 a minute in interest, 
unemployment in the millions, and the lowest rate of productivity growth in the 
Western world. Our national economic policy pitted region against region, the 
young against the old, students, housewives, businessmen and families against 
each other in an annual battle for a larger slice of a shrinking federal economic pie. 
It is clear that our policies produced no substantial economic improvement for any 
segment of the nation, let alone for the nation as a whole. 

Behind these observations regarding energy and economic policy lies a decade of 
misunderstanding, of confusion between our economic goals and our social goals, 
of weakness in our institutions, of demagoguery in our political process, of 
uncertainty in our fundamental beliefs and of a lack of resolve of our people and 
our leaders. As a result, we have been unable to forge the consensus which is 



necessary to respond to policies which threaten our standard of living and even our 
ultimate existence. 

Of course in Washington this year things have changed. For the first time 
government policy is being formulated with a clear understanding of the problem. 
President Reagan has embarked upon a bold new economic course -- a 
fundamental change in federal economic policy. His budgetary reductions are well 
conceived and critically important in reducing inflation. Regulatory changes will 
help as well. Tax reduction is a vital part of the program, because with only a 10% 
annual inflation rate, all taxpayers making $15,000 or more today will be pushed 
into the 50% marginal tax bracket by 1986 -- just five years from now. 

I believe the President has set forth a sound and workable economic program -- 
one that will help solve our economic woes and one which I expect the Congress 
will support. The program will not be easy for any of us; the budget cuts will affect 
programs at every level of government. Nevertheless, decisive action to cut 
spending and taxes is essential if we are to reverse a decade of inflation, 
unemployment, stagnation, and confusion, and set America on a corrected 
economic course. We have already begun to correct our energy policy; we must 
correct our economic policy as well. 

We can recreate the incentives that take advantage of the genius of our economic 
system -- a system, as Walter Lippman observed more than 40 years ago, that for 
the first time in history gave men "a way of producing wealth in which the good 
fortune of others multiplied their own." 

Now in the hands of Congress, the program is not designed to change the 
foundation of our economy, but to return it to its greatness. 

There are now nearly eight million people in this country who don't have jobs -- 
robbing millions of Americans of basic human dignity. In fact, this statistic doesn't 
tell the whole story: unemployment has been particularly hard on minority groups. 
For Blacks, for example, unemployment by the end of 1980 was at the highest 
level since the end of World War II. 

Inflation today is at 11.1 percent. Unless we act, this statistic, which makes a 
mockery of hard work and savings, will get worse. In 1979 and 1980, we suffered 
back to back double-digit inflation for the first time since World War I. The value 



of a 1960 dollar has now shrunk to 36 cents. A pound of hamburger that cost 48 
cents in 1960 cost $1.58 today. 

Our Government deficit stands at more than $950 billion -- and is fast approaching 
the trillion dollar level. Since 1970, the burden of this national debt on the average 
family has more than doubled to $12,180. It is this deficit spending that is driving 
up interest rates, fueling inflation and undermining the stability of our economy. 
Unless we act, this debt will continue to get bigger. 

Excessive regulation by the Government is costing the country an estimated $100 
billion. There are now 100,000 pages of Federal regulations and Americans spend 
an estimated 800 million hours filling out forms for Washington. One Government 
estimate also indicated that fraud alone may account for anywhere from 1 to 10 
percent -- as much as $25 billion for Federal expenditures -- for social programs. 

The rate of increase in American productivity, once leading the world, has dropped 
to among the lowest of all major industrial nations. Twenty years ago we produced 
half of all the cars in the world, today we produce a little more than a fifth. After 
World War II, the United States produced roughly half of the world's steel, today 
we produce about a sixth of that steel. Taxes now consume 17.6 percent of the 
earnings of an average family of four, robbing dollars from our pocketbooks and 
incentive from the work-place. In the past 15 years, Federal personal taxes on the 
average family have nearly quadrupled -- growing from $1,500 in 1965 to $5,500 
in 1980. Our savings rate is now at the lowest level over a three-year period in the 
last 30 years. In fact, our savings rate is not even half that of our major trading 
partners. 

Unless we act now these statistics will continue to accumulate, to fester, and to 
frustrate. 

For too long we have attacked inflation with unemployment, and unemployment 
with inflation, trading misery for misery and ending up with both. The two go hand 
in hand. 

Our economic problems are complex and must be attacked together. President 
Reagan has proposed a four-point, comprehensive package to deal with them. If 
only a part of the package is passed by the Congress, we will get only a part of the 



solution. We can no longer afford to tinker with our economy, because our 
economy cannot be fine-tuned. 

President Reagan has called for a substantial reduction in the growth of Federal 
spending. He has given to the Congress a detailed plan to cut $48.6 billion from the 
Federal budget in fiscal year 1982. This is not a reduction in current spending 
levels, but a reduction in planned increases. 

Second, he has proposed a 10 percent across-the-board tax rate cut every year for 
the next three years for everyone who pays income tax. That is a total of a 30 
percent tax rate cut during a three-year period. The reduction will also apply to the 
tax on unearned income, eventually eliminating the differential between the taxes 
on earned and unearned income. 

Again, while these tax rate cuts will leave an extra $500 billion in our pockets 
during the next five years, they only reduce the tax increases already built into the 
system. 

Third, the President has asked for a prudent elimination of excessive regulation. 

And fourth, the Reagan Administration has pledged to work with the Federal 
Reserve Board to develop a monetary policy consistent with the economic 
program, geared to stabilize the money supply and revitalize the economy. 

This four-point plan is designed to get out economy moving again. We will 
continue to fulfill obligations to those, who, through no fault of their own, must 
depend on the rest of us. Those who are deserving can rest assured that the social 
safety net programs they depend on will not be cut. The rest of us will feel the 
impact of the budget cuts, which have been distributed through the economy as 
evenly as possible. But through this plan and by these cuts, we will break the back 
of the inflationary psychology gripping us today. 

Budget savings will also be found by consolidating narrow, categorical grants to 
State and local governments into block grants. The President has long believed that 
programs administered at those levels are often more efficient and responsive, and 
by funding them through block grants the local government gets an added 
flexibility that can result in real savings. I know Governor Thornburgh agrees with 
me. 



As President Reagan told us in his Inaugural address, "All of us together, in and 
out of government, must bear the burden." The budget cuts are equitable, with no 
one group singled out to pay a higher price. But the clearest threat to our recovery 
comes now from those who oppose only a small part of the program, while 
supporting the overall effort. The cuts they oppose are the cuts that affect them. 

At the same time we are cutting spending, we also must go forward with a tax 
relief package. Both are essential if we are to have economic recovery. President 
Reagan's tax package will create new jobs, build and rebuild industry, and give the 
American people room to do what they do best. 

What President Reagan is proposing is not the usual tax reform intended to shift 

income between different sets of taxpayers. His plan reduces everyone's taxes 
equally, providing needed incentive for both workers and industry. 

Along with the personal income tax rate cuts, the President is proposing a program 
to allow business and industry to keep enough capital to modernize and engage in 
more research and development. This will involve an increase in depreciation 
allowances. 

Now let me talk for just a few moments about the practical benefits of the 
President's plan: 

• If the plan is enacted it will cut inflation in half -- from 11 percent in 
1981 to 8.3 percent in 1982, down steadily to 5.5 percent in 1984. 

• It will create 3 million new jobs by 1986 over and above 10 million 
other jobs that can be expected in this period. 

• It will increase family take-home pay by $2,500 by 1984 for a family of 
four earning $25,000 today. 

• It will reduce the tax burden -- instead of rising to 23 percent of the 
GNP by 1984, Federal taxes would fall to 19 percent. 

• It will increase savings and investment. 



• It will restore America's competitive position in the world. Just to cite 
one example, the Reagan package of tax cuts, spending cuts, and 
regulatory relief should mean a consumer savings of $150 a car and the 
return of thousands of autoworkers to their jobs. 

• It will reduce crippling interest rates -- that will mean that the average 
family of four will be able to buy a median-priced home, a home that 
family simply cannot afford today. 

There is a bottom line to the Reagan plan. A bottom line that says simply: more 
income, more savings, more security for the future. 

President Reagan has said that he does not want this plan to be just the plan of his 
Administration. He has asked the Members of Congress to make it their plan. And 
its success requires that all of us adopt it as ours. There can be no special interest 
other than the interest of all of our people. And we must act now, without delay and 
without being timid. 

I know and you know that your Republican Senators and Congressmen will 
support the President. I am supporting the President and the congressman from my 
state are too. We must convince the members in the other party to do the same. 
That's where you come in. It is important, no, essential that you write your 
congressman -- Republican or Democrat -- and urge his support. Encourage your 
friends and neighbors and fellow workers to do the same. With your support, I 
know the President's program will succeed and all of us in Pennsylvania and 
Delaware and America will benefit. 

So President Reagan's economic program is a welcome and vital change in federal 
policy. But the road to an effective national economic policy is long and arduous. 
While we in state government are supportive and aggressive participants in the 
national effort to improve our economic fortunes, we cannot afford to stand and 
wait the outcome of the great federal debate. We must take what actions we can to 
protect and further our own economic interests. 

Consequently, the states' in recent years have become more aggressive and 
sophisticated in shaping their own economic destinies. Dozens of states, including 
Delaware, have straightened out their finances and enacted spending and taxing 
limitations in an attempt to hold down the cost of government. We realized long 



ago that unbalanced budgets make poor economics as well as poor politics. We 
have sought a loosening of the strings on federal grants so we can spend the 
monies more efficiently. We are using our taxing authority less, to encourage more 
economic growth. We, as individual states, are initiating job training programs in 
the private sector to lessen the load on the taxpayers. And we have become more 
aggressive in the area of international trade. Half of the states now have one or 
more foreign offices boosting international trade. 

The states are becoming much more effective than the federal government in 
removing deterrents to development. By improving state finances, balancing 
budgets and cutting taxes, states have not only cut the growth of government, but 
the burden as well. This helps local economies to flourish. 

And what was the result? In Delaware it has been dramatic already. We are 
beginning to see the full impact of the spending reductions, the income tax 
reductions, and the financial stability mechanisms. Even after only very short lags, 
the results are encouraging. For the first time in over seven years, 1980 saw 
Delaware's unemployment rate fall below the national average. 

In short, we in Delaware are seeing very directly the benefits of financial stability 
and tax reductions. While the full impact of these policies we do not believe has 
yet been filled, we are sufficiently encouraged and heartened to maintain the course 
and to even improve upon it if we can. 

The tremendous national diversity and the spread of population centers have 
created a situation such that a highly centralized government no longer responds 
effectively to certain local needs. That is why I believe the individual states, acting 
singly or in concert, can achieve many of the social and economic goals sought by 
Washington, more quickly and less expensively. We are putting our beliefs to the 
test, involving ourselves in economic innovation, in economic planning, in 
economic progress. That in itself is a revolutionary concept in state and local 
government. While the national debate rages on, about inflation, about tax cuts, 
about the re-industrialization of America, with barely a press notice federalism has 
been reborn. State and local governments with the support of concerned 
community groups ranging from the AFL- CIO to the Business Round Table, have 
taken matters into their own hands, determined to reinvigorate their own 



economies with their own initiatives and their own resources. Two decades of 
federal economic planning have not served us well; we are determined to do better. 

Fiscal reforms, stimulative tax cuts, constitutional limits upon the growth of the 
public sector, tax incentive packages, target industry recruitment programs, private 
sector involvement in public sector programs -- these are the initial results of the 
rebirth of federalism. These are the tools and techniques that Governors, Mayors, 
and community leaders are using to take control of the economic future of our own 
constituencies. 

Our job the job of those in the Senate, the Congress, in the governorships and the 
State Legislatures and you, the leaders of our party, is to help buy the necessary 
time and sustain our commitment into genuine conviction. Above all, we must 
never falter in this effort because, quite literally, we may never have another 
chance to turn our country around and get it back on the right track of prosperity 
and a strong defense. 

Now let me turn for a moment to the state of our party. We had a simply wonderful 
year in 1980 at every level of political combat. Not only did we capture the 
Presidency, but of equal importance, we captured the U. S. Senate and controlled a 
house of the Congress for the first time in more than a quarter of a century! 

An area of my special interest is the local level -- the legislative battles. Over the 
past four years, more than 500 state legislative seats have been captured from the 
Democrats and the number of Republican Governors has nearly doubled since 
when I took office in 1976. 

Let's take just a brief moment to enjoy this success -- and then go at the local 
elections battle with renewed energy and vigor -- we have them on the run and now 
is no time for rest. 

I chair the only national political action committee devoted solely to the election of 
state legislative candidates of the Republican party: "GOPAC". On it's advisory 
board serve all the Republican Governors, the Republican National Chairman and 
the heads of the House and Senate Campaign Committees. 

We were able to raise over $700,000 last year that went directly into the hands of 
GOP legislative challengers. I'm pleased to report to you that nearly 45% of those 



challengers won with the support of GOPAC, the Republican Party and the 
Republican National Committee. 

Many thousands of those dollars went directly to Pennsylvania. Perhaps a few of 
you received support and I certainly hope you won. Nevertheless, those checks 
helped Pennsylvania maintain a Republican majority in the House and win a 
majority in the Senate. With control of both houses and the governorship we can 
protect ourselves in reapportionment here. That local level is vitally important as 
we face the process of redrawing the lines of congressional districts. Back in 1970 
the Democrats controlled most of the state legislatures. The result was, even 
though we won 45-46% of the vote for Congress in each election, we only wound 
up with 34-36% of the seats -- all because we were gerrymandered out on an 
average of 43 Congressional seats! Think about that for a moment: without an 
additional single Republican vote in those years we could have had 43 more seats 
in Congress that were rightfully ours! 

Well, two years ago the other Republican Governors and I said -- never again! So 
we went to work and we have been able to even up the odds some. The Democrats 
still control a majority of the State legislatures, but we've more than doubled our 
level of control since 1976 and at least now, between the Republican Governors 
and the Houses we do control, we do have enough votes to "keep them honest". 

My personal focus on the local legislative elections is based on the theory of the 
late and highly successful bank robber - Willy Sutton. Once asked why he only 
robbed banks, he had a classic reply - "because that's where the money is!" 

So for the Republican party -- that's where the votes are: at the local level where 
government and the people are closest to each other. 

Two-thirds of the Congress until last year were Democrats. Two-thirds of the state 
legislatures, until last year were Democrat. It doesn't take anybody with a great 
degree in math to figure out the state legislatures are the "farm clubs" that send 
their star players to the big leagues in the House and Senate. So long as two-thirds 
of those in the "farm clubs" are Democrats, it simply stood to reason that the odds 
favored the Democrats retaining control so long as two-thirds of the farm clubs 
were made up of Democratic candidates in training. 



We can't count on the Democrats continuing to blow it. We can't count on future 
Jimmy Carters, and we can't count on future Democratic national committees that 
only care about the White House and leave the state and local candidates to fend 
for themselves. 

Just like the tough national economic issues, the fight to control the state 
legislatures is going to be an extended one with hand-to-hand local political 
combat. But as steady and as certain as our convictions about national economic 
policy so to must our party's policies stand firm and unwavering in the pursuit of 
recapturing of the local legislative process. 

Once we control both houses of the legislature across the country, even then we 
must start vigorous "maintenance" programs to assure the long-term retention of 
the Republican majority in order to assure control of both houses of Congress and 
the White House. 

My political judgement is that it will take more than the first four years of 
President Reagan's first term. Indeed it is likely that it will take well beyond 
President Reagan's second term. 

So the first three months of holding the Senate and the White House should viewed 
in similar terms to the immediate aftermath of the battle of Britain in 1941 when 
the enemy air forces were held at bay and eventually defeated. 

Said Winston Churchill then, "this is not the end. It is the beginning of the end, it 
is, perhaps, the end of the beginning." 

East and West, North and South, all of us who believe in the free enterprise system, 
fiscal integrity and responsibility, a strong national defense and a clear set of moral 
values have perhaps reached the end of the beginning. I am personally looking 
forward to staying the course set by the elections of 1980 for as long as it takes and 
as long as I personally have any influence and energy to contribute. 
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