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ROANOKE JAYCEES, ROANOKE, VIRGINIA - JAN. 30, 1967

THERE IS A NEW MOOD IN THE NATION TODAY. |IT IS A MOOD

WHICH PRODUCED A CONGRESS WITH A NEW COMPLEXION. THIS NEW

£ L MO N i <R A NS e i T o

CONGRESS CAN BEST Bt DESCRIBED AS CAUTIOUS AND PRUDENT.

AS WE ORGANIZE TO CARRY OUT OUR WORKLOAD FOR 1967,
MEMBERS OF CONGRESS ARE ANALYZING THE NATION'S NEW MOOD.

| BELIEVE CONGRESSMEN FROM MY PARTY HAVE TAKEN AN
ACCURATE READING OF THAT MOOD--AND 1T IS SIMPLY THIS:

OURS IS A NATION WHICH NO_LONGER BELIEVES THAT THE UNITED
'STATES CAN AFFORD BOTH GUNS AND BUTTER...FRILLS AND RUFFLES
ALONG WITH RIFLES.

IT SEEMS CLEAR TO ME THIS ADMINISTRATION IS MISREAD% .
u =1L N
THE TRUE MOOD OF AMERICA. IF THE PRESIDENT HAD TAKEN EEE{);
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in government without sacrifice of forward movement,

There is a New Breed in the Congress. While others call for more programs,
more taxing, more spending, the New Breed will press for genuine progress...progress
at a pace the people can afford.

The Nation is still looking for solutions to the problems we face at home and
abroad. To find the answers, we must point the country in the New Direction the
people now are demanding. Only then can we find the path to true greatness.

Thank you~-~
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MONDAY, JAN, 30, 1967

P . st Ty

There is a new mood in the Nation today. It is a mood which produced a
Congress with a new compleéxion. This new Congress can best be described:as cautious
and prudent.

As we organize to - carry out our: workload: for 1967, members of Comgress are
analyzing the Nation's new mood.

I believe congressmen from my party have taken:.an:accurate: reading of that
mood-~and it is simply this: Ours is a Nation whichino longer believes that the
United States can afford both guns and butter...frills and ruffles along with rifles.

It seems clear to me’'this Administration is misreading the true mood of Americs.
If the President had taken the national pulse properly, he would not have submitted
to the>C6ngress on January 24 a whopping administrative budget which calls for spend-
ing a record-breaking $135 billion in fiscal 1968.

I am not going to confuse the issue by talking about the government's national
accounts budget, which includes the trust- funds. This Administration's budget
gimmickry is deceptive enough without looking at both the administrative and national
accounts budgets at the same time.

Let's concentrate on the administrative budget, the one most people are fami-
liar with, and let's begin with the fiscal year we're in now.

Last January the President said he planned to spend $112.8 billion in fiscal
year 1967 and pegged the deficit at $1.8 billion. Instead he now says he'll be
spending $14 billion more than he had anticipated--and the red ink figure will runm
close to $10 billion., It's an interesting coincidence that the interest on the
national debt now totals slightly more than $14 billion a year. This is the second
largest single item in the administrative budget, the largest item after National
Defense.

This month the President dropped a $135 billion budget into Congress's lap.

It calls for an outlay $22 billions larger than the fiscal 1967 budget and $8 billion
greater than current fiscal year spending actually is proving to be.

There's another coincidence. The President is planning to spend $8 billion
more in fiscal 1968 than in the current fiscal year and is planning a deficit in
almost precisely that amount.

To hold the deficit to ONLY $8.1 billion, the President wants Congress to vote
about $6 billion in new taxes. This would include a 6 percent income tax surchargé -

and an increase in postal fees.
(MORE) *
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The only sound reason for a tax increase in 1967 is the prospect of a huge
fiscal 1968 deficit and the damage that @ight resuit; Now let's ask ourselves...why
a big deficit? Deficits result from heavy government spending, spending which exceeds
government income. Does the government have to spend far beyond its means, year
after year?

You can reduce deficits in either one of two ways. Either you cut: spending
and bring it into reasonable balance with revenue, or you increase revenue..You
increase revenue by stimulating the private sector of the economy, or by increasing
tax rates and hoping the economy remains healthy enough to produce a bigger tax take.
At the same time, you should focus on the very important goal of price stability.

What 1is our present situation?

We blundered through the year 1966, a year that saw a major mistake in United
States economic policy. Inflation was the No. 1 problem, yet the Administration con-
tinued to stimulate the econoriy with inecreased government spending. The result--the
sharpest consumer price rises in nine years and a staggering $9.7 billion deficit.

Now the economy is sagging in many spots. The automotive industry has been
hit hard by a slump in new car sales. Just last Thursday nearly 17,000 Chrysler and
Chevrolet workers were laid off indefinitely. The homebuilding industry is just
beginning to pull itself out of a virtual depression. Major home appliances are not
selling well. Business profits, generally, are beginning to slide. -

At the same time, inflationary pressures are continuing. While the demand-
pull kind of inflation we experienced in 1966 is moderating, cost-push inflation
threatens real trouble for 1967. Unions are demanding--and many of them will get--
wage increases and fringe benefits totalling between 5 and 8 percent. These new
contracts will reflect not only productivity increases but the 3.3 percent trise: in
the cost of living in. 1966.

These union members and all other Americans were forced to pay the high price
tags of 1966 inflation. Now the Administration proposes to add a 6 percent surcharge
to their tax bills for 1967.

As I mentioned earlier, the only sound reason for a tax increase is to reduce
a deficit or cool off an overheated economy. But the economy already is cooling off,
and the possibility of a recession in 1967 cannot be dismissed.

. Should we then increase taxes to ease credit? That adjustment also is under
way. In any case, you can relax tight money pressures just as well by cutting non-
essential federal spending, thus reducing government demand for borrowed funds.

One of the tragedies of the past year is that the Administration was reticent

on fiscal matters. When it did speak.out, it spoke carelessly.

(MORE)
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No, I will go further than that. To be absolutely candid about it, this
Administration concealed the true cost of the Vietnam War. Those who are charitable
say the Administration 'underestimated" the cost of the war by about $10 billion.

Let's call a spade a spade., Last year was an election year. Now that the
election is over, the Administration suddenly knows how much the Vietnam War is costing.

All last year the Administration was caught in a kind of election year
paralysis. The President had enunciated a butter and guns policy in his State of the
Union Message of January, 1966. He repeated that theme in his 1966 Budget MeSsage.
This made it difficult for him to adopt the 'monetary and fiscal policies demanded by
rising inflation. Instead he left the country to wrestle and suffer with tight credit.

Now, suddenly, the President says we must deal with tight credit by raising
taxes,

I say we must cut spending before we even consider raising taxes.

There is fat in the President's fiscal 1968 budget. Not only that, there is
lard in the fiscal 1967 spending course the Président now is following.

I urge here and now that the President clamp -asharp curb on domestic spending
in the remaining five months of this fiscal year and that he submit a revised budget
for fiscal 1968.

I feel certain the President could cut several billions o6ut of the fiscal 1968
budget if he would set a lower ceiling on it and instruct his budget director to
squeeze overall spending under that roof.

Only then could he come to Congress and honestly say his proposed 6 percent
income tax surcharge was to pay for the Vietnam War and not- for greater spending on
his Great Society schemes. In fact, he might then decide to abandon his tax increase
request.

If the President refuses to resubmit his budget, the House Appropriations
Committee could force him to do so. All that would be necessary is for my good friend,
George Mahon of Texas, to refuse to schedule hearings on the budget by the Appropria-
tions Committee. The President then would have no choice but to revise his.spending
plans and send a new budget to Mr. Mahon's committee.

"‘We know the President's $135 billion budget is going to have to be cut. The
Budget Bureau, with its intimate knowledge of bureaucratic niches and crannies would
find it far easier to do 'the job than a congressional committee.

We all realize there are Johnsonian gimmicks in the President’s tax increase
proposal. It would not take effect until next July 1. If the economy is strong
enough to absorb it at midayear, the tax increase would be hard to oppose in the face

of the huge deficits the Johnson Administration is piling up. If the economy is weak,

the President can simply sit by while his tax proposal receives congressional burial.
(MORE)
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One fact should not be lost sight of in the debate over a possible tax increase.
~"Johnson economic policies have produced projected deficits for fiscal 1967 and
1968 totalling $18 to $24 billion. Johnson economic policies have produced inflation
which has rocked the price stability this country has enjoyed and eroded the value of
the dollar, ‘Johnson economic policies have produced the'highest interest rates in
40 years. Johnson economic policies have prodﬂééd'a continuing dollar dfain, a con-
tinuing decline in our balance of tiéde,'an&’é‘éontinuing‘outfloﬁ of our‘goid.‘

This is the mess this Administration has made. This is the mess the Adminis-
tration now seeks to cover up by appealing to the Puritan ethic of fhe Améfiéan
people with an income tax increase which pose$ a calculated risk for the American
economy.

Now that experiénce has proved thé fiscal 1967 budget a thoroughly unreliable
guide, it must seem obvious to all Americans that this country desperately needs
budgetary honesty. This is a critical period for the econémy'ana for our people.

Are we getting honesty? This Administration speaks of a "modest increase’ in
domestic spending. Yet far more money is being pumped into Great Society programs
than the American people were led to expect after last November's election. Contro-
versial items like the Teacher Corps and Rent Subsidies were almost doubled in the
budget. The Demonstration Cities program is budgeted at the highest level allowed
by law. New programs are scattered throughout the budget. Is this a "modest increase'
in domestic spending? is this the budgetary honesty the times demand?

I am a firm believer in the "New Economics." But as I see the game, it should
operate under the two~-platoon system. When the country is troubled with high
unemployment, the offensive team should be sent in to stimulate the economy-~-through
tax cuts, expenditure increases and fairly abundant credit. When inflationary
pressures develop and the economy overheats, send in the defensive team--curtail
government spending, tighten credit, maybe raise taxes.

We needed the defensive team in '66, but the Administration sent in only a scrub
substitute,,.and did that late in the game, They figured the fans might not like
the shift in strategy. 1Is this honesty?

This country feels a keen need for honesty in government. The New Mood of the
Nation demands it.

The New Mood demands a New Direction in our mational affairs--federal tax-
sharing, greater responsibility for state and local governments, greater freedom and
trust in the people.

I cannot speak for all members of Congress. But I know that my party

colleagues will work for sound programs. We will insist upon éfficiency and’economy

(MORE)
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in government without sacrifice of forward movement.

There is a New Breed in the Congress, While others call for more programs,
more taxing, more spending, the New Breed will press for genuine progress...progress
at a pace the people can afford.

The Nation is still looking for solutions to the problems we face at home and
abroad. To find the answers, we must point the country in the New Direction the
people now are demanding. Only then can we find the path to true greatness.

Thank you---
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