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Editor’s Note: the following ar-
ticle is based on remarks made by J.
Peter Grace at the 1990 Building
Products Executives Conference in
Washington, D.C on October 25, 1990.
Reader response is welcome.

These are not the best of times,
and one of the reasons is the chaos
taking place on Capitol Hill.

To put this situation in perspec-
tive, let me begin by reading the fol-
lowing statement:
“The budget should be balanced, the
Treasury should be refilled, public
debt should be reduced, the arrogance
of officialdom should be tempered
and controlled, and the assistance to
foreign lands should be curtailed lest
we become bankrupt.”

Does that sound like a Johnny-
come-lately-statement? I am a pla-
giarist, but I am giving my source
right now so there will be no misun-
derstanding These are the exact words
of Cicero in 63 B.C., 2,053 years ago.

If that doesn’t sound like a long
time ago to you, you have a point
because it is only 6-1/2% of a trillion
seconds. It takes 31,700 years, or 317
centuries, to count to a trillion sec-
onds, and we are only in the 20th
century.

The last time we had a balanced
budget was in 1969. We went through
the entire decades of the ’70s and ’80s
without a single balanced budget--
nothing but red ink. And now we’re
starting the ’90s, the new decade, with
what is likely to be a record budget
deficit for a single year.

There are currently 1,157 social
programs. The American people don’t
need and can’t afford 1,157 social
programs.

The American people can’t afford
another S&L bailout, now estimated
to cost at least $500 billion.

They can’t afford another HUD
scandal, or another procurement
scandal, or another cost overrun on a
major weapons system.

They can’t afford $1.2 trillion of
their money going through hundreds
of incompatible accounting systems.

They can’t afford it because they
want their hard-earned taxesspent on

The American
people don’t need
and can’t afford
1,157 social pro-
grams, another
S&L bailout,
another HUD

scandal, another
cost overrun...

programs that work, on programs that
are needed, on programs like the war
on drugs.

The President wants to spend an
additional $2.2 billion to combat drugs.
Congress says he can’t do it without
raising taxes.

Congress is wrong. You don’t have
to raise taxes to fight drugs. All you
have to do is cut waste. There’s so
much wasteful spending going on that
it would pay for the drug program
many times over.

Let’s look at where to find the

waste.
You can begin by collecting over-

due and unpaid government loans from
deadbeats who collectively owe the
federal government over $40 billion.
That alone will get $2 billion in just
the first year, and that’s what the
President needs to fight the war on
drugs.

But there’s more, much more.
Early this year the Comptroller

General of the United States, on
national television, estimated that the
federal government squanders $180
billion of taxpayers’ money each year
through waste, fraud and misman-
agement.

One hundred and eighty billion!
That’s an amount equal to more than
one-third of all the personal income
taxes paid by every taxpayer in Amer-
ica. In other words, for every dollar
you pay in taxes, 38 cents is wasted.

Six years ago, the federal debt stood
at $1.6 trillion, and the Grace Com-
mission had just completed its work.
We came up with 2,478 ways to cor-
rect the disastrous state of affairs that
existed in 1984.

Now, six years later, the federal
debt stands at $3.2 trillion, or double
what it was in 1984. The addiction to
debt, like the addiction to drugs, has
gottenworse over the years. But it can
be cured. It can be cured by putting an
end to wasteful government spend-
ing. We are in a crisis situation, and
nothing less than a war on waste, with
the full support of every taxpaying
American, will stop the wasteful spend-
ing of Congress.

To lead the war on waste, I am
calling for the appointment of a Waste
Czar, reporting directly to the Presi-
dent. This Waste Czar will:
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—First, have the necessary guts and
support of the President to cut away
at the political pork barrel;

—Second, have interagency respon-
sibility for the elimination of waste,
mismanagement and inefficiency in
all government programs;

—Third, work with the Office of
Management and the Budget to spear-
head the implementation of recom-
mendations from GAO, the Inspec-
tor General and the Grace Commis-
sion;

—Fourth, work with Treasury to
assure that no new taxes are imposed
on the American people until every
last nickel of waste is eliminated; and

—Fifth, mobilize the grassroots
support of the American people behind
this crusade.

It’s an amazing fact, But there is no
one in government today who repre-
sents the American taxpayer. The
Waste Czar will be that person. He or
she will be the champion of the
American taxpayer, protecting their
rights and defending them against the
abusive mismanagement and waste of
their tax dollars.

Why do we need a Waste Czar? Let
me explain.

This year, 55 cents of every dollar
paid by individual taxpayers will be
used to pay interest on the national
debt. The burden of federal debt serv-
ice on taxpayers has, in fact, virtually
doubled in just 10 years. And this has
happened despite the $152.4 billion
in Grace Commission savings that
have already been implemented. And
this $152.4 billion is not our number.
It’s OMB’s number.

If we continue on this course, by
the turn of the century more than
100% of every dollar you pay in in-
come taxes will be required to meet
the governments’s interest bill. For
your tax dollars, you’ll get no Air Force,
no FBI, no National Park Service, no
Coast Guard--no nothing. You’ll only
be treading water as the government
begins borrowing merely to pay its
interest costs. For perspective, that’s
what Mexico and Brazil do. In the
year 2000 it will be “Welcome to the
Banana Republic of the USA”

The deficit clearly does matter, and
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don’t believe those who claim that a
massive surplus is being built up in
the Social Security trust funds. No
such surplus exists. By law, trust funds
must be invested in Treasury securi-
ties, which are obligations of the
American taxpayer. So the massive
“surplus” of the trust funds is in fact a
massive liability of the taxpayer--a
variation of the theme of robbing Peter
to pay Paul.

At some point, early in the next
century, these Social Security IOUs
will come due, and the money won’t
be there. Then what? Raise taxes?
Cut benefits?

And what about the fastest grow-
ing program in the government to-
day--Medicare. If someone doesn’t do
something, it will be bigger than So-
cial Security by the
year 2005. Ten years
after that, it will be
bigger than Social
Security and De-
fense combined.

These are ex-
amples of basic ac-
counting, but it’s a
sad fact that only
three members of
the House of Rep-
resentat ives are
certified public ac-
countants. Most
members of Con-

In the last decade, federal tax reve-
nues have grown 8% a year, while
spending has increased 11% a year.
In the latest year, spending increased
almost three times as fast as reve-
nues. We don’t need more taxes, we
need less spending.

banks. He answered, that’s where the
money was. If you want to raise seri-
ous tax revenue in this country, you
have to go where the money is, and
90% of all taxable income in this
country is generated in brackets of
$45,000 and under. More than 75% is
generated in brackets of $25,000 and
below. So when the politicians make
like Willie Sutton and go where the
money is, they’re going to raise every-
one’s taxes, not just taxes on “the
rich.”

We don’t need more taxes. We need
less spending. We need less waste.
And that’s why the American people
need a Waste Czar to protect their
interests.

Over the last 10 years, federal tax
revenues have grown on average by

My lip reading is not what it used
to be, but I’m now getting an entirely
different message from the White
House--a message that says higher
tax revenues will be considered as
part of an overall budget reform.

I consider George Bush an honest,
upstanding man of tremendous in-
tegrity. I am, therefore, left to wonder
what on earth could have occurred to
cause such a dramatic reversal in
philosophy.

Perhaps he got caught in a num-
bers game. In January, which was al-
ready four months into the federal
fiscal year which ended September
30, the Office of Management and
Budget (OMB) reported to the Presi-
dent that the budget deficit this year
would be $129 billion, which repre-

sented a $28 billion,
or 18%, drop from
the prior year and
would have been the
smallest deficit since
1981. Six months
later, in July, OMB
announced a revised
estimate for the defi-
cit in the current year
at $220 billion, or
78% more than it es-
timated in January.

In our company,
if someone came to
me and reported that

gress are lawyers and, in my experi-
ence, lawyers use numbers like a drunk
uses a lamp post--for support rather
than illumination.

Many in Congress today are call-
ing for higher taxes, since no one was
ever re-elected for spending less money.
Mainly, the liberals in Congress are
calling for various forms of “soak the
rich” tax schemes.

In truth, if 100% of all untaxed in-
come in this country above $100,000
of taxable income were confiscated,
we would generate only enough money
to run the government for 19 days--
less than three weeks. There simply is
not enough money raised in the high-
est brackets to contribute meaningful
amounts of revenue.

They once asked the famous bank
robber Willie Sutton why he robbed

8% a year. Over that same period,
government spending has increased
11% per year. In the latest year, reve-
nues are up 4% and spending is up
11%--or almost three times as fast.
As I said, we don’t need more taxes.
We need less spending.

I’d like to remind you of a quote:
“And when they come back to me
again I’ll say, ‘Read my lips, no new
taxes!’”

Remember those words? We all
know who said them. Before the elec-
tion, George Bush and apparently most
Americans felt, correctly, that tax
revenues were high enough. In fact, in
real terms, tax revenues this year are
well above the level maintained
through the post-war period and are
only slightly below the level that typi-
cally precedes a recession.

their results would actually be 78%
worse than they told me six months
previously, I would wish them well
and hope they had better judgment in
their next job. This is outrageous!

How did the deficit almost double
in six months? Fifty-five billion dol-
lars, or 57% of the difference, is due
to higher than estimated costs to clean
up the savings and loan mess.

I find this particularly galling. More
than six years ago, when we in the
Grace Commission handed our re-
port to President Reagan, we said
specifically that charging uniform
deposit insurance premiums to all
banks regardless of the risk profile of
their investment portfolio was a for-
mula for disaster. It gave no incentive
for prudent investments. On the
contrary, it encouraged aggressive
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investment in high-yielding assets such perspective, the General Accounting
as junk bonds and commercial real Office estimates that, if the program
estate development. had been reformed around the time

Unfortunately, the most aggres- the President and every member of
sive (and some might say dishonest) Congress were first presented the
players in this industry had very highly Grace Commission’s findings, the cost

“If I get $1,000 for not raising 50 hogs, will
I get $2,000 for not raising 100 hogs? I plan
to hold myself down to 4,000 hogs not
raised, which will mean $80,000.”

placed and influential friends in of reform could have been limited to
Congress who blocked any attempt to $20 billion--%% below the latest
rationalize regulation of the savings estimates, which are still climbing.
and loan industry. The rest is history, It’s too late to limit the S&L bail-
very expensive history. out. It’s not too late to balance the

Failure to adopt Grace Commis- budget without raising taxes by enact-
sion recommendations in this one areaing those Grace recommendations
alone will cost taxpayers $500 billion which remain unimplemented--there’s
before this mess is cleaned up. For981 of them--and by making a serious

effort to reform our social program
network.

As I said earlier, right now there
are 1,157 separate and distinct fed-
eral social programs. One of the best
ideas I’ve heard yet to reduce federal
spending would be to lock the 535
members of Congress in a room with-
out any staff or notes, and let them
appropriate as much money as they
wanted but only to those programs
whose names they could remember.

When we were doing our review of
government programs back in the early
1980s and we were pointing out the
redundant and overlapping nature of
these programs, there were “only’
963 of them. Now there are 1,157.
This shows how serious Congress has
been in addressing social program
reform.

--A total of $5 trillion was spent at
the federal level alone in transfer
programs over the 1970 to 1988 pe-
riod. During this same period, the
number of people considered to be
living below the poverty line rose from
25 million to 32 million, a 28% in-
crease. As a percent of the total popu-
lation, persons below the poverty line
rose from 12.6% to 13.1%, a 4% rela-
tive increase.

—If we simply divided up the entire
pool of federal, state and local social
welfare spending each year, and gave
an equal amount to all Americans,
regardless of income status, we would
have completely eliminated poverty
in every year since 1976.

—Based on the information avail-
able, roughly 90% of federal transfer
program spending goes to those above
the poverty line.

—Transfer program spending in
fiscal 1990, per the Bush administra-
tion’s January budget submission, will
total $577.8 billion, 48.3% of all fed-
eral outlays.

Today, federal social programs
absorb 10% of this nation’s Gross
National Product. By way of compari-
son, in the early 1960s, in the days of
JFK and Camelot, social program
spending represented 5% of GNP--
half of its current share.

And as evidenced by thestatistics I
just conveyed, this spending has been
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massive both in its amount as well as
its ineffectiveness during the past two
decades. If one of Grace’s divisions
showed these kind of results, it would
clearly be a candidate for restructur-
ing.

Is there anyone who still believes
there is no fat left in the federal budget?

The American people don’t be-
lieve it, and that’s why more than
400,000 of them have joined our cru-
sade, Citizens Against Government
Waste.

Through Associations United to
Cut Federal Spending, we have al-
most 10 million supporters and 700,000
companies and organizations.

Even in Congress, we have 197
members of the Grace Caucus who
have pledged to support legislation
aimed at reducing government waste.

So the momentum is finally build-
ing, and it is this momentum that has
led to the implementation of $152.4
billion in Grace Commission savings
in the last four years. In fiscal 1989
alone, savings from Grace Commis-
sion recommendations totalled $42.4
billion--or about $500 for every tax-
payer in America.

Our organization, Citizens Against
Government Waste, which I co-chair
along with columnist Jack Anderson,
has compiled a list of 10 anti-waste
initiatives for the 1991 fiscal year.
These 10 initiatives will save taxpay-
ers $25 billion in one year alone.

In addition, Citizens Against
Government Waste has identified
savings of $305 billion over five years
that can be achieved simply by cutting
government waste.

Copies of these proposals have been
sent to every member of Congress
and to media representatives all over
the country. They’ve been sent to the
Budget Summit conferees with the
simple message: “Don’t raise taxes,
cut waste!”

To get involved, all you have to do
is call Citizens Against Government
Waste--that’s CAGW--at 1-800-USA-
DEBT.

We recently received the follow-
ing letter from one of our CAGW
CAGW supporters. It describes the
kind of waste we’re talking about, and

it’s addressed to the Secretary of
Agriculture in Washington.

“Dear Sir:
“My friend Ed Peterson, over at

Wells, Iowa, received a check for $1,000
from the government for not raising
hogs. So I want to go into the ‘not
raising hogs’ business next year.”

“As I see it, the hardest part of this
program will be in keeping an accu-
rate inventory of how many hogs I

haven’t raised.
“My friend Peterson is very joyful

about the future of the business. He
has been raising hogs for 20 years or
so, and the best he ever made on them
was $422 in 1968, until this year, when
he got your check for $1,000 for not
raising hogs.

“If I get $1,000 for not raising 50
hogs, will I get $2,000 for not raising
100 hogs? I plan to operateon a small
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scale at first, holding myself down to
about 4,000 hogs not raised, which
will mean about $80,000 the first year.

“Now another thing, these hogs I
will not raise will not eat 100,000
bushels of corn. I understand that you
also pay farmers for not raising corn
or wheat. Will I qualify for payments
for not raising wheat and corn not to
feed the 4,000 hogs I am not going to
raise?

“Also, I am considering the ‘not
milking cows’ business, so please send
me any information on that too.

“In view of these circumstances,
you understand that I will be totally
unemployed and therefore plan to
file for unemployment and food
stamps.

“Be assured you will have my vote
in the next election.

“Patriotically yours,
“John Partridge”
Before I close I want you to re-

member the gross interest on the
federal debt. When LBJ started the
Great Society program in 1965, it was
$11.8 billion. Now it is approximately
$261 billion, and in the year 2000 it
will be $903 billion.

We are all paying personal income
taxes. I thought you would be inter-
ested in knowing that, in 1965, inter-
est was 24% of your personal income
taxes, and now it is 55%.

By the year 2000, it will be 102%.
What do you think will happen then?
I leave it to you to figure out the end
of that sad story.

Let’s join together to win the war
on waste and end our addiction to
debt. Let’s do all we can for the sake of
our children and grandchildren. If we
fail to even try, will they ever forgive
us?

J. Peter Grace


