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The Conservative Opportunity Society
T h e American people have been trying to cut
loose from the liberal welfare state in every presidential election since 1968. T h at year, Richard Nixon and
George W allace together received a landslide majority
against the then-existing “Great Society” policies of
President Lyndon B. Johnson.
In 1972 George McGovern and his extreme liberalism were crushed under one of the biggest presidential landslides in American history. In 1976, the most
conservative Democrat in the 20th century (Jim m y
Carter) was elected on an anti-W ashington platform
stressing a return to traditional values. In 1980, the
most conservative, anti-liberal welfare state candidate
in the 20th century of any party (Ronald Reagan) was
elected President in a resounding repudiation of
liberalism.
Yet, despite these four presidential defeats, our
n ation ’s capital remains dominated by a liberal welfare state elite composed of lobbyists, intellectuals,
members of the news media, arid a clear m ajority in
Congress. These power bases put the President under
constant pressure to accommodate the forces of the
left.
T he “liberal welfare state,” which has been dominant in America for the last 50 years, has weakened
our economy with high taxes, large deficits, and an
oppressive centralized bureaucracy. Its policies discourage savings, work, and entrepreneurial innovation.
T h e liberal welfare state encourages attitudes
that keep the poor unproductive and thus shackled in
poverty; the ignorant uneducated and thus shackled
in illiteracy; and the disadvantaged dependent on
government bureaucracy and thus unable to learn the
habits and skills of independence.
Congressman Newt G ingrich of Atlanta, Georgia, says that “we have a frustrating deadlock in
which the nation votes for change, but the establishment fights for the liberal status q u o.”
G ingrich believes in forcing liberals, especially
incumbents, to bear the burden of their past promises,

failures, and excesses. He focuses attention on the
weaknesses and absurdities of the liberal welfare state
in order to “remind people of the future America can’t
afford.”
But Congressman G ingrich is not a gloom-anddoom conservative who ju st likes to groan about how
bad things are, and how the nation is headed for
perdition on a roller coaster. A problem-solver and a
solution-seeker, G ingrich wants to build the “Conservative Opportunity Society” as a “a clear-cut alternative to the liberal welfare state.”
G ingrich has studied the rise of new governing
m ajorities in American history and has discovered
that they have some common elements. First, they
focus on the future and figure out how to nudge the
present toward it. Second, they focus on the grassroots
and are able to change government by constant
appeals to the people. T hird, they are long-term
movements, in which many local leaders rally to fundamental values because of a dedication to principles
rather than the authority of any one man.
G ingrich preaches a vision of the future in which
“high technology combines with traditional values to
provide hope for a ll.” He advocates greater freedom in
the market place to invent new ideas and to develop
new products and services, while at the same time
being w illing to use the government, where needed,
for large-scale investments such as the transcontinental railroad, the Panam a Canal, and the interstate
highway system.
G ingrich preaches the right of people of all religions and races to freedom and justice under the law.
G ingrich’s platform seeks peace through realistic,
honest negotiations, but always combined wi th ‘ ‘peace
through strength adequate to intim idate any potential aggressor.”
Newt G ingrich’s goals for America are am bitious, but they are the stuff of which real progress is
made. His “Conservative Opportunity Society” sounds
like the kind of government for which the m ajority
voted in the last four presidential elections.

Reagan Stops Inflation
“ Reagan Adm inistration breaks the back of
in flatio n .” “ Reagan credited with reducing the C onsumer Price Index for the first time in 17 years.”
"R eagan Administration achieves 100% performance
on cam paign promise to stop in flation .” “Reagan
solves the n ation’s number-one econom ic problem .”
Did you read any of those headlines? Did you
hear any of that good news heralded on the nightly
T V newscasts? Probably not. W hat you more likely
heard was the announcem ent of the drop in inflation
as though this were more depressing econom ic news.
T h e T V reporters solemnly told us — as though it
were bad news — that wage-earners with cost-ofliving clauses in their contracts w on’t be getting costof-living increases because (unfortunately) prices
haven’t gone up.
Poor Ronald Reagan. When he campaigned for
election in 1980, inflation was recognized as our
number-one econom ic problem. His econom ic p o licies addressed that problem, and he stopped it. So the
anti-Reaganites simply shifted their attack and spend
their time and ink blam ing him for not solving other
econom ic problems (which he inherited from the previous Administration).
If R onald Reagan has to take the blame because
unemployment has risen since he took office, then he
should be able to take the credit for solving the in flation that everybody was com plaining most about in
November 1980.
In 1977 when the Carter Administration took
office, inflation was 4.8 percent. It rose steadily. During the last two years of the Carter Administration,
1979 and 1980, we suffered back-to-back double-digit
in flation. When Carter left the W hite House, we had
12.4 percent inflation, 21-1/2 percent interest rates,
and 8 m illion unemployed.
During the first year of the Reagan Administration, inflation dropped to 10.4 percent. During R eagan’s second and third years, inflation has been running at only about 3 percent. T h is big drop in
inflation means that our consumer dollars are going a
lot further than they would have gone under the
double-digit inflation that marked the last years of the
Carter Administration.
Inflation has been called “the crudest tax of a ll”
because it most hurts those on fixed incomes such aS
widows and senior citizens. Inflation is really worse
than that; it is the most insidious and deceitful tax
because it is an “unlegislated tax.” Congress forces it
on us w ithout any roll-call vote or accountability to
the voters in any way whatsoever.
In flation is also an im m oral tax because it punishes the thrifty and rewards the spendthrift and the
indolent. America was built by people who believed
in the work ethic, who saved for a “rainy day,” who
believed that the virtue of thrift came right after godliness, honesty, and keeping the T en Commandments.
Years of high or double-digit inflation have done
as much to alter the American character in regard to

work and money as the Playboy mentality has changed
American sex mores. Enjoy yourself today and don’t
worry about what it costs! T h e virtue of thrift has been
replaced by a spend-now-pay-later-in-cheaper-dollars
attitude.
G alloping inflation means dim inishing purchasing power for nearly everyone. It means that private
and business funds are diverted into spending rather
than savings and investment. It means pushing income
levels into higher tax rates (bracket creep), which
further penalize the productive and reduce incentives
to create and produce.

Workfare
It seems like everybody is for welfare reform, but
it is very difficult to show any tangible results that
have really cut costs or eliminated fraud and abuse.
Many people believe that the idea called Workfare is the answer to the welfare problem. Workfare is
a program requiring able-bodied individuals who are
receiving welfare assistance to perform some form of
useful com m unity service in return for their welfare
benefits. Every com munity can use additional employees to perform useful jobs, and most communities
are quite strapped for funds.
Workfare raises the self-esteem of welfare recipients at the same time it makes them more employable
in other jobs. Those who participate in Workfare get
the opportunity to gain work experience, to develop
good work habits, and to establish a history of
employment that w ill eventually move them off the
welfare rolls and into regular jobs.
At the same time, Workfare gives the taxpayers
som ething in return for their money. Workfare saves
the taxpayers’ money because it eliminates from the
welfare rolls many people who should not be on them,
either because they refuse to work or because they have
another source of employment. Workfare is an effective means of reducing welfare fraud.
At least 20 states have implemented some kind of
Workfare program. C incinnati has had a workfare
program as part of its General Welfare for 40 years.
T h e C incinnati workfare program had a high
initial rate of removing people from welfare. When
recipients realize they have to work to get their benefits, the no-show rate may be as high as 60-75%. T h e
tax funds saved as a result of this deterrent effect more
than pay for the costs of administering C incinnati’s
workfare program.
Many welfare programs have fostered permanent
dependency on welfare by providing benefits of greater
value than what the individual could earn by working. Put another way, the government has offered
poor people a financial incentive not to be gainfully
employed. T h a t ought to be contrary to public policy.
Workfare is a constructive way to offset these
work disincentives and help the less advantaged to
acquire the jo b skills that can make them selfsupporting. Workfare is an idea whose time has come.
In fact, it is overdue.

Teenage Unemployment
Teenage and young-adult unemployment is one
of our n ation’s most critical problems today. In the
large cities, thousands o f young people are jobhunting without success. Although the national unemployment rate is about 9 percent, the unemployment of young urban blacks sometimes runs as high
as 30 percent. Even that figure may be understated
because many teenagers have ju st given up looking
for a job.
When plenty of adults with work experience are
looking for jobs, who will hire a teenager with no
work experience, especially when m inim um wage
laws require a wage payment higher than what the
teenager is worth to the employer? And how can a
teenager get work experience to put on his jo b ap p lication when no one w ill give him his first job?
Last summer, my high-school daughter wanted a
summer jo b , but none was to be found. She wanted to
be a newspaper reporter (having worked on her high
school newspaper), but no jo b was available. T he
large newspaper in our area hired only college students already enrolled in journalism courses.
T h en , she applied to a small newspaper, but was
told, “W e’d like to hire you, but we don’t have the
money to pay you.” My daughter gulped hard, and
then said, “I ’ll work for you without pay.”
T h a t non-paid summer jo b was a tremendous
experience for my daughter. By having her news articles critically edited by an experienced newspaperman, she developed her w riting skills faster and better
than she could have done in several college courses.
But the experience of learning how to behave on
a jo b was far more valuable than the particular skill of
the jo b . She learned how to get up early and report on
time to her boss every m orning. She learned how to be
dependable on a jo b and how to take correction from
her employer. She learned how to get along with
fellow workers, and how to meet deadlines and take
responsibility. She developed good jpb habits that
w ill prepare her for a permanent jo b after she finishes
school.
Most im portant of all, she now has a valuable
asset that most teenagers seeking employment lack.
She now has a jo b reference from a satisfied employer
to put on her next employment application. T o any
teenager looking for work, that’s the next best thing to
cash.
“I got more out of it than my employer did,” my
daughter says. And her parents agree. Teenagers
should realize that work is a good in itself, not something to be avoided unless you are paid like an adult.
T h e work ethic was what built America, and it needs
to be revived today.

The Right To Work At Home
W ouldn’t you think that the U .S. Government
has enough to do that it wouldn’t have time to swoop
down on a couple of dozen women in R ipon, W iscon-

sin (the birthplace of the Republican Party) and
charge that they are violating the law (oh, the horror
of it all) by sewing garments in their homes and selling them? Yet, the Department of Labor is trying to
put these women out of business because they work in
their homes instead of a factory.
T h is Federal busybodyism is the result of a 1943
regulation which forbids work at home on women’s
clothing, embroidery, jewelry, gloves, mittens, buttons, buckles, and handkerchiefs.
T h e first rationale for the 1943 regulation is that
“women need protection to ensure they get paid basic
minim um wages.” Apparently, nobody has told Secretary Ray Donovan that the “women need protection”
argument is an obsolete stereotype; women should be
presumed as capable as men of m aking their own
contracts for services.
T h e second rationale for the 1943 regulation is
that it is necessary to prevent unregulated “sweatshops” where employees work in unsafe and unhealthy
conditions. Since the women all work in their own
homes, the “sweatshop” allegation is ridiculous; it’s
not the jo b of the government to tell us how clean to
keep our own homes.
Those pushing for merciless enforcement of the
regulation pretend to be worried about the “shoddy”
merchandise produced in the homes. T h a t’s rather
transparent; no business needs protection against its
com petitors’ “shoddy” products; w hat’s really worrying the com plainers is that their com petitors’ products are better and cheaper.
Home work is a wom an’s issue because it is
mostly women who are involved. Women with children to care for find it more practical, efficient, and
loving to work around their children’s schedules in
their own homes than to punch a time clock on a
regular basis at a factory. T h e women can adjust their
work in quantity, in daily tim ing, and in seasonal
tim ing to accommodate their family priorities. One of
the women said, “T h e No. 1 reason for doing a job
like this is because you have children at hom e.”
T h e issue first surfaced a couple of years ago
when the Department of Labor went after some New
England women who knitted sweaters and caps to sell
in their local ski industry. In order to get knitwear
exempted from the regulation, some independentminded grandmothers went lobbying in W ashington
at their own expense. They succeeded.
Now, the front line of this battle has moved to
W isconsin where a handful of women applique
designs on sweaters, shirts, pants, and T-shirts in their
own homes and sell the garments to a couple of female
entrepreneurs who formed a business under the name
T h e Silent W om an, Inc. T h e products are good and
saleable; the women are happy and well paid.
It is possible that the couple of dozen Wisconsin
women seamstresses are the vanguard of a changing
society in which the so-called “cottage industries”
w ill become a significant part of our economy. Future
technology may make it possible for m illions of

women to leave office and factory and work profitably
in their homes, where they can suit their own flexitime around their obligations to home and children.
Some futurists are predicting that by 1990, an
estimated 15 m illion jobs can be done at home because
the cost of electronic transmission of inform ation will
be so much less than the cost of com m uting from
home to office. One exam ple of the radical decentralization of work would be that home terminals could
replace typing pools at the office.

Capital Gains Rollover
Federal tax statutes are not merely a means of
raising government revenue. T h eir built-in incentives
and disincentives provide powerful inducements —
even coercions — to motivate/compel Americans to
spend their money in certain ways.
T h e T a x Reform Act of 1969 contained a powerful inducement to Americans to stop investing in
equity securities. In effect, the Act’s provisions said:
Hereafter, if you invest successfully, you w ill be taxed
twice as much; if you invest unsuccessfully, you can
write off only half your losses; if you borrow money to
invest, you cannot deduct all the interest paid on
borrowed funds.
T h e reaction of American investors was prompt.
Prior to that Act, the number of American shareholders had been in creasin g by 7% a year. Im mediately, this trend reversed itself and the number of
shareholders decreased by 6-1/2% a year.
More than ten m illion Americans simply stopped
investing in equity securities between 1969 and 1975.
T h is cost the United States some $104 billion in
equity capital — enough to create four m illion jobs.
T h is flight from equity investment cut in half the
price/earnings ratio of the top 500 industrial com panies. T h is flight from equity investment drove the cost
of capital investment up so high that most investments simply could not be made. Since investment is
the primary factor in im proving productivity, it is
clear why our productivity is suffering.
Dr. W illiam F. Ballhaus, president of Beckman
Instruments, Inc., and a keen observer of economic
trends, pointed out in speeches that this 1969 law
“upset the delicate natural balance between investment and consum ption by doubling the risk/reward
ratio for investm ent.” When statutory incentives
penalized investment and rewarded consumption, b illions of dollars were diverted from investment (which
creates real econom ic growth) into consumption
(which promotes inflation and exhausts econom ic
resources).
T h is 1969 tax law severely restricted the m obility
of capital — the ability to change funds from one
investment to another. If you sold one investment,
you had to pay a very large capital gains tax before
putting your funds into another investment; therefore, you needed to double your rate of return in the
new investment in order to justify the switch as a good
risk.

T h e number of companies raising new equity
capital dropped from 1,800 in 1969 to 150 in 1975. T he
number of small com panies seeking equity capital
dropped from 649 to 9. Since small companies are the
principal source of new jobs and innovative technologies and products, this halting of small-company
growth was devastating to our economy.
T h e 1978 tax law took a step in the direction of
correcting the problem by reducing m axim um capital
gains tax rates from 49% to 28%, and by raising the
capital gains exemption from 50% to 60%. T h is was
only a start; we have a long way to go.
Dr. Ballhaus makes a persuasive case for a statute
that would allow capital investment rollover. T h at
means we would defer all taxes on capital gains from
securities until the investor stops investing in securities issued by domestic corporations, at which time
the profit would be taxed at capital gains rates (or at
averaged earned income rates). He also recommends
that we allow the private investor to write-off all his
capital losses against other income, and also to allow
full write-off of interest costs on funds borrowed for
investment (except for investment in tax-free government securities).
W ould this promote investment? You bet it
would. W ith tax considerations removed from longterm investment decisions, the risk/reward ratios
would be significantly better, and capital formation
and m obility would be increased.
T h e benefit to our economy would be even more
dramatic than the benefits to individual investors.
Investment creates jobs by creating new businesses
and by expanding established ones. Capital rollover
would create three times as many jobs as were created
annually under the 1978 law and four times as many
as under the 1969 tax law.
T h e taxes generated by workers holding new jobs
would be double the tax revenues generated by the
1978 tax law, and triple the tax revenues created under
the 1969 law. Every dollar invested in equities produces two to three times as much in Federal taxes as a
dollar spent on consum ption. Since other plans to lift
America out of depression haven’t worked, it’s time to
try capital rollover.
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