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Reagan's Proqram for 
Economic Growth and Stability 

in the 1980s 

M. Anderson 
8/31/80 

I Key Issues: Real purchasing power ana Job security. 

II Philosophical base: qovernment intervention/share of economy. 

III Damage to economy in last 3 1/2 years. 

"1 of 3 

IV Comprehensive Economic Program (emphasis on growth, jobs, future) 

(a) Spen~inq Control 

(1) Appointments to top government jobs critical; must 
share same principles on spending as RR--their decisions 
will be backed up from the White House--spending control 
in every area of government including defense--cut, 
squeeze ana trim--reduce "rate at which federal government 
is growing", not "cut spendinq"--A President must have 
the ability to say no ..... 

(2) Establish national citizen's task force--ala California-­
to rigorously examine every department and agency. 

(3) Spen~ing Control Task Force--headed by Cap Weinberger (see 
press release)--will report on a~ditional ways and technique 
to search out and eliminate waste, fraud, extravagance ... 

(4) Line-i~veto power (nistinguish between what must be done 
now, and what long ranqe structural changes must be startecf 
now ... 

(5) Call for 60 percent majority vote on all spen0ing bills 
in the Conqress (see AG) 

(6) Constitutional limitation on federal spen~ing. 

(7) Transfer of federal ~rograms to states: welfare, 
education (see 'white paper'). 
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(b) Tax Rate Reduc•tion 

(1) Across-the-board 30 percent reduction in personal 
income tax rates: 10 percent in FY1981, 10 percent 
in FY1983 and 10 percent in FY1985. (If economy 
recovers more quickly and it may, then go for 
a more rapid phase-in schedule ... emphasize that 
that this is what we are confiaent we can. do, and 
our goal is to do it faster) 

( 2) In0.exa tion of income tax brackets after full 30 
perceht rate reduction is in effect. 

(3) Accelerated depreciation for business to stimulate 
job-creating investments (not 10-5-3) .... RR's plan. 
details to follow later 

(4) Elimination of federal inheritance and gift tax--to 
begin in FY1983. 

{c) Deregulation 0£ the Economy 

(1) Conduct thorough and prompt review of all(non-safety 
and non-health)regulations that a£fect business 
ana. commerce--modify ann change to encourage economic 
growth ..... establishment of deregulation task force. 

(d) Stable and Sound Monetary Policy 

(1) Importance of appointments to Federal Reserve Board-­
Using analogy of Supreme Court .... will appoint 
men and women who believe in sound money. 

(e) Com_ee-1:::_itive Internati_o_n_a_l _E_s:_0_!1-_0_!tli_c_ Policy 

(f) 

(g) 

(1) Establish Presi0ential Commission--including top 
representatives of Labor, Government, and Business-­
to come up with specific recommendations --u.s. must 
regain its competitive enge and its fair share of 
world markets in the 1980s. 

Balance<'l Budget Amendment. Within five years add 
balanced bu0get amendment to constitution that will 
keep any administrations budget in control. ... realize 
is long-term, but must start now. 

Stable Economic Policy. Emphasize the importance of 
establishing an economic policy early on in the administratic 
and then sticking to it. 
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V Projected Results 

If these policies are implemente0 during FY1981, they will 
reinforce ana complement one another (this is what gives RR's 
economic proqram power and force ... and valioity), we could 
reasonably expect by FY1985: 

(1) The addition of million new jobs; and ___ million 
of these over andabove what we wouln have if we 

( 2) 

follow rarter's way for another 4 y ears. 

Salary and wage levels 
economic growth of 

percent higher .... real 
percent a y ear; steady increase --~ 

in personal incomes. 

(3) Income tax rates on personal incomes 30 percent lower 
than what they would be if we reelect Carter. 

(4) Inflation less than 5 percent and falling. 

(5) Interest rates at percent ..... . 



August 22, 1980 

MEMORANDUM FOR GOVERNOR REAGAN 

From, Martin Anderso~~ 

Subject: 'Federal Spending and Tax Receipt Projections, 
FY 1981-85 

As you requested several weeks ago, the Budget Policy 
Advisory Group has carefully reviewed the rapidly changing 
economic conditions with particular concern for how these 
changes may affect your budget policy plans for fiscal year 
1981 and beyond. In addition to the Budget group (Alan 
Greenspan, chairman; Jim Lynn, Caspar Weinberger, Don Ogilvie, 
Paul O'Neill and Bill van Cleave) this issue has been discussed 
with George s•hultz, Charl•s Walker, Jack Kemp, John Mueller, 
Art Laffer, Norman ·rure, Dick Wirthlin, Ed Meese, Bill Casey, 
Dick Allen and Committee Staff members on the Hill. 

During the last few months the overall economic situation 
in the U.S. has deteriorated markedly. The Carter Adminis­
tration's economic policies have plunged us into a recession 
that is much worse than virtually anyone forecast. The result 
of the sharp rise in unemployment--as you have often noted 
during the campaign--has been a drop in government revenue and 
an increase in government spending. Consequently, the prospects 
are for much larger federal deficits in the near future. 

When you made your initial statements on economic policy 
President Carter was projecting a relatively modest deficit 
for FY1980 and a balanced budget for FY 1981. The revised 
budget figures of July 1980 have shattered these hopes. Carter 
is now projecting a budget deficit of $61 billion for FY1980, 
the second-largest in history (if you account for "off-budget" 
items it is the largest in history). 

The most disturbing news, however, concerns the new budget 
projections for FY.1981. Carter I s balanced budget is gone--
way gone. The latest estimates from the Congressional Budget 
Office (CBO) show a deficit of $44 billion, and the consensus 
among a number of economists that we have consulted with is that 
this number will almost certainly go higher. In sum, the 
economy under Carter has dropped into a far worse recession 
than was predicted. 

The recent sharp drop in .the July Consumer Price Index to 
zero change is certain to be a temporary phenomenon. The a~op 
w~s alm6st entirely due to an earlier decline in mortgage interest 
rates, and these rates have already begun to move back up. 

-1-
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shorter leash on spending is at least worth trying." 

Last week•s action of the Senate Finance Committee underscores 
this point. By a virtually unanimous · vote the Committee, dominated 
by senior Democrats, voted to embrace tax legislation that is 
essentially what you have been urging all year--that it is 
directly opposed to the basic thrust of Carter"s own economic 
policy. In fact, their action last week is probably the single 
most eloquent refutation o~ Carter's demagogic {and untrue) attack 
on your economic program in his acceptance speech, and a strong 
reaffirmation of the soundness , of your basic position. 

The rapid deterioration of the economy during the last 
few months and the continuing decline of our defense "margin of safety" 
simply reaffirms the urgent necessity of slowing the rise of the tax 
burdens now scheduled over the next five years and of rebuilding our 
military capabilities to overcome the neglect of recent years. 

President Carter is saying that we cannot have a reduction 
in tax rates, a restoration of our military strength and a 
balanced budget. Pursuing his policies we cannot, as he has more 
than amply demonstrated during the last 3½ years. 

On the other hand, there is no question that this economy 
can be turned around. But we must recognize that the policy 
failures of the Carter administration and the Democratic Congress 
have so undermined our economic system that policies that would 
have been easy to implement six months or a year ago are now 
becoming more difficult. It is almost five months between now and 
when you would take office if elected. The worse the economy 
becomes over the next five months, the more difficult it will be 
and the longer it will take, to repair the damage. 

.As you know, we have used the standard revenue and expenditure 
projections of the Congressional Budget Office from now out to 
FY1985 in order to test the feasibility of your policy initiatives, 
especially for tax changes and increases in defense spending. Given 
an economy that grows moderately with an inflation rate declining 
over time to 7.2% and an unemployment rate that drops to 6.2 percent, 
CBO estimates that the tax receipts of the federal government under 
existing law will grow to $1,077 billion by FY1985, an increase of 
$559 billion over the FY1980 level. On the spending side, assuming 
all entitlement programs and contractual commitments stay intact 
and normal adjustments (not mandated by law) are made for inflation, ­
CBO estimates that federal spending will increase to $902 billion by 
FY1985. Thus, under "current policy" ·assumptions, federal government 
receipts projected under CBO economic assumptions run $175 billion 
higher than federal spending for fiscal year 1985. (see Table 1) 

Referring to Table~ we can see that federal tax receipts 
-climb steadily and rapidly by about $120 billion a year from 
now until 1985. Federal spending on the other hand increases 
by approximately $65 billion a year. The result is that the 
current large deficits disappear within a couple of years and 
are replaced by potentially large surpluses. 

-3-
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(c) 

. . 

(d) 

(e) 

{f) 

The effect of 1/2 percent additional growth would add 
$4 billion in FY1981 and increase on up to $34 billion 
by year FY1985. 

Increase in defense spending. Many of the changes 
in defense · spending _:that you plan to initiate would 
not have significant budget effects for a year or 
two. Your defense and foreign policy advisers have 
not yet come up with a firm estimate of the total 
cost, but for working purposes we have used the 
estimates in line (c) which show relatively modest 
increases--over and above the increases already 
called for in the existing budget projection--for 
FY1981 and FY1982, and substantial increases for the 
next three years, culminating in FY1985 with a $60 
billion increase over "current policy " projections. 

Elimination of the federal inheritance ·and gift tax. 
If you were successful in getting this legislation 
passed, we estimate that it would not be implemented 
until the beginning of FY1982 and would have a maximum 
revenue loss of approximately $6 billion a year. 

Accelerated depreciation for business investment. 
As you know, we have been reviewing, in conjunction 
with the tax policy advisory group, a number of specific 
plans for accelerating deprecitation allowances. A 
typical plan now under consideration would result in 
the annual revenue losses shown on line (e) in Table 2. 

Across-the-board r e duction of personal income tax rates. 
This estimate assumes (a) that economic conditions 
warrant your moving ahead with a rapid phase-in of 

your goal of a 30 percent reduction in personal i ncome 
tax rates and (b) that Congress approves the legislation 
in a timely manner. The full and rapid implementation 
of your tax rate reduction goal--10 percent in 1981, 
10 percent more in 1982 and the last 10 percent in 
1983--would produce, according to CBO estimates, the 
revenue effects shown on line {f) in Table 2. As you 
can see, the effect is relatively small in FY1981 and 
then increases rapidly, reaching an estimated $172 billion 
by FY1985. 

The estimated effects of your major policy proposals on the 
currently projected federal (deficit)/surplus over the next five 
years is shown at the bottom of Table 2. The revised estimates 

. still show a substantial projected deficit for FY1981 and FY1982, 
which then begins to decline sharply, and finally moves into a 
small surplus for FY1985r balancing the budget. 

The deficit as a percentage of total federal spending, which 
will be well over 10 percent under Carter in FY1980 , drops steadily 
(see Table 2) from 8.3 percent in FY1981, to 7.1 percent in FY1982, 
4.0 percent in FY1983, 2.9 percent in FY1984 and disappears in 
FY1985. 

-5-
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Modified Phase-In of Tax Rate Reductions 

As you requested, . we have also calculated the effects of a 
more gr'adual implementation of your tax rate reduction program. 
Table 3 is the same as Taqle 2 except for line (f} and everything 
below it. In Table 3 it was assumed that the first 10 percent 
personal income tax rate reduction went into effect in 1981, 
the second 10 percent in 1983, and the last 10 percent in 1985. 
The Joint Committee on Taxation's estimate of the revenue 
effects (using the same assumptions as the Congressional 
Budget Office} are shown in line (f). 

The revenue effect is the same for the first · year, 
$18 billion. However, it is significantly less in the second 

· year and in the years following--increasing to $128 billion in 
FY1985 instead of $172 billion. 

If you were to follow this course, the budget would move 
into balance much sooner and, by FY1984 you would begin to 
generate substantial surpluses. 

A Note on the Numbers 

It cannot be emphasized too strongly that all these 
economic projections are uncertain and somewhat volatile. 
Carter's budget projections for FY1980 and FY1981--which are a lot 
closer than those for FY1985--were changed dramatically in the 
period of a few weeks earlier this year. 

Just last week the Senate Budget Committee, with support of 
both Democrats and Republicans, revised their five-year 
projections of federal tax receipts and federal spending. They 
used the basic CBO computer model, but they modified the 
assumptions used in that model. Assuming they are right, their 
projected results show a deficit that is $26 billion less for 
FY1981, and $21 billion less for FY1982. 

We have not used any of these very recent changes in 
revenue and spending projections in our own calculations, but 
you should be aware that they are constantly changing. 

Conclusions 

It is urgent that this country move forward towards three 
critical goals. 

(1) Prevent the scheduled rise in tax burden from choking 
off economic growth. 

(2) Restore our defense capability 

-6-
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Almost two months ago, in my speech accepting the nomination 

of my party as its presidential candidate, I spoke of the 

historically unique crisis facing the United States. At that time 

I said: 

"Never before in our history have Americans been called 
upon to face three grave threats to our very existence, 
any one of which could destroy us. We face a 
disintegrating economy, a weakened defense and an energy 
policy based on the sharing of scarcity." 

Since I first spoke those words, no action has been taken by 

the President to change the grave, unprecedented situation. 

I emphasize the word II action. 11 Jimmy Carter has shown that he 

is ready to adopt the rhetoric of action. But it is rhetoric 

only. 

We have a "new" Jimmy Carter insofar as his words are 

concerned, a new Carter suddenly, after four years as 

Commander-in-Chief, concerned about our national security. Since 

he caused the national security crisis it is fitting that he should 

at long last come to realize it, however late. 



But it is in the field of economics that he has been most 

recently vocal--and, as usual, ineffective . 

Two weeks ago he gave us his latest in a series of ,, f~GIJJ"u 
l'NE.W €, ltJMJAIC ,..,..,~ 

fatally-flawed economic programs. This one is the fifth~in the 

last four years. It bears a striking resemblance to its 

predecessors: it is long on rhetoric and short on effective 

action. 
~i 

There is a proposal for a $ :D billion tax cut. But upon 
\-,AI..FO~ 

examination t""9t t ax· cut is an illusion by a master illusionist, 

made up of federal paper-shuffling, since it is a scheduled rebate 

on the new Carter social security tax;/µ CfEAS£, 

There is a new depreciation schedule. But upon examination 

this isn't new at all--it is similar to those proposed by 

Republicans and by the Senate Finance Committee. And by itself it 

will not vitalize our economy. 

The "new" refundable investment tax credit is obviously meant 

as a gesture to those industries undercut by Carter previous "new" 

plans. 

There is a proposal for job-training to train people for jobs 

that don't exist and are not likely to exist under his economic 

policies. Given his policies the best training Jimmy Carter can 

offer American workers is advice on how to stand in unemployment 

lines--because that's where he's been putting them. 

I mention all of this not because Jimmy Carter is serious 

about this program--he knows it doesn't have a chance of becoming 
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legislation and won't even send it to the Hill--but, rather, 

because it exemplifies the fundamental error in his handling of the \ 

economy. 

Jimmy Carter has mastered some of the language of a free 

economy. He knows certain phrases that suggest to the casual 

listener that he is in favor of a free, growing economy. 

But his actions show the real Jimmy Carter--no matter how many 

"new" Jimmy Carters we are offered. 
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High rates of taxation destroy • 
incentives to earn, cripple 

productivity, lead to d f • . 
e ic1t financing and inflation, and create 

unemployment. 

health of this 

We can go a 1 ong way toward restoring the economic 

country by moving toward reasonable fair levels of 
taxation. 

Jimmy Carter says it can't be done. 
In fact, he says it 

shouldn't be done. 
He favors the current crushing tax burden 

because it fits into his philosophy of government as the dominating 

force in American economic life. 

But figures of the Congressional Budget Office show that by FY 

1985, if current rates of taxation are in effect, with no 

additional Congressional programs, tax revenues should approach 

more than one trillion dollars. 

~or dins to these saroa fj ?1]§£S- the fiqu;:;es ]]§@d py Congress .... 
lMei-y C.3ft1u1.tfeSFaRdjpg sM11 Jd bey ri@We +-hing G]G?? to J'.j)Q-H4 ion 

Surely Jimmy Carter isn't telling us that the American people 

couldn't find better things to do with all that money than see it 

spent by the government. 

Assuming a continuation of current policiesfl'!r!a 6--DVef~:'a_tJ"f SPEJJ4l 

in governmental spending, the CBO projections show a 

substantial deficit of $44 billion for FY 1981. This drops sharply 

to $15 billion in FY 1982 and in FY 1983 turns into a substantial 

surplus of $37 billion. In FY 1984 this surplus grows to $96 

billion and then way up to $175 billion in FY 1985. These large 

and growing surpluses can be used in two basic ways: (1) the 

funding of additional government programs, and (2) the reduction of 

tax rate5ctt t,'lf£ G~o,,, ,~ VP 111'1-'6 A~'CMI P,,t1..e. Al L'-M'f Ii ,St/li(,.0 e,~-­

It should be noted here that all economic 

forecasts--including, most especially, those Mr. Carter has been 



making for four years--do not have the degree of precision we would 

want. But the CBO figures do give us a reasonable look at what is 

feasible. 

The most insidious tax increase is the one we must pay when 

inflation pushes us into higher tax brackets. While inflation is 

with us, taxes should be based on real incomes, not government 

inflated ones. Federal tax rate brackets, as well as the amount of 

exemptions, deductions, and credits, should be adjusted to 

compensate for inflation. 

I mention this only to underscore the fact that the strategy 

for growth is based on something more than forecasts. It is based 

on what we already know the American people can do. Economic 

policies must be based on facts--as mine are--but those facts must 

be seen in a context of optimism. When I am told that my view of 

the future is optimistic, I answer: it should be. I will not 

stand for lower expectations. I know the American people have 

always been a people of great expectations and I would not ask them 

to elect me as President if I did not share this historic view. 

But, as I said, tax cuts alone won't do the job. We also need 

control of government spending leading to a balanced budget. How 

can this be achieved? 

There must and can be a reduction in the projected spending 

levels for FY 1981 by some 2 percent. This level of spending 

restraint, once achieved for the last half of FY 1981 would 

continue on through the succeeding years. Continued attempts to 



control government spending would result in a further 2 percent 

reduction in FY 1982, an additional 1 percent in FY 1983, and 1/2 

percent more in both FY 1984 and FY 1985. Even these relatively 

modest reductions in the rate of increase of federal spending 

produce substantial increases in available funds that can be used 

for either increased spending or for reducing tax rates to 

stimulate economic growth. Beginning with an additional $13 

billion in FY 1981, the number grows steadily to $54 billion by FY 

1985. 

Allow me for a moment to expand on what I have just stated. 

This strategy for growth does not require altering or taking 

back entitlements already granted to the American people. The 

integrity of the Social Security system will be defended by my 

administration and its benefits made once again meaningful because 

we will also be fighting inflation. 

This strategy does require restraining the Congressional 

desire to "add-on" to every program and to create new programs 

funded by deficits. 

This strategy does require that the way federal programs are 

administered will be changed, so that we can benefit from the 

savings that will come about when, in many instances, 

administrative authority is moved back to the states. 

The federal programs that I believe should be carefully 

considered for transfer to the states (along with the federal tax 

resources to finance them) are those which are essentially local in 



is, 1 n this vital area, the voice that has for too long been absent 

from Washington--the voice of the people. 

r will also establish a national citizen's task force, as I 

did in California, to rigorously examine every department and 

agency. There is nothing better for effective government than to 

have its operations closely scrutinized by citizens with savings on 

their minds. 

I already have as part of my advisory staff a Spending Control 

Task Force, headed by my good friend and former Secretary of 

Health, Education, and Welfare, Casper Wienberger, that will report 

pn additional ways and techniques to search out and eliminate 

waste, fraud and abuse in federal programs. 

If I may digress for one moment: the subject of waste, fraud 

and abuse in government programs is one so important that I will 

not even try to discuss its full implications in these remarks 

because it deserves a special speech all of .. -its own. I intend to 
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era,...··•· allllillll!. ~!!~Y depends fo-r its success on the will of the people to 

regain control of their government. 

And, most importantly, it depends on the capacity of the 

American people for work, their willingness to do the job, their 

energy and their imagination. For this strategy of growth includes 

the growth that will come from the cooperation of business and 

labor that will result from the knowledge that government policy is 
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He has overseen a ris~ in government regulation that during 

his first three years has seen a 35.8 percent increase in the 

number of pages devo:t-ed t-e regttlation of tl:te federal government. 
--- ----- - .•.. - • 
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directed toward jobs, toward opportunity, toward growth. That is 

why I fully expect revenues to the government to increase, not 

decrease under such programs as I have outlined. We are not 

talking here about some static, lifeless model of econometrics--we 

are talking about the greatest productive economy in human history, 

one historically revitalized not by government but by people freed 

of government interference, needless regulations, crippling 

inflation, high taxes and unemployment. 

Does Jimmy Carter really believe that the American people are 

not capable of rebuilding our economy? If he does, that is even 

one more reason--aside from his record--that he should not be 

President. 

When such a strategy is put into practice, our national 

defense needs will be capable of being met because the productive 

capacity of the American people, free of government restraint, and 

the ability of the new administration to make government less 

wasteful and more efficient, will provide the revenues needed to do 

what must be done in defense. 

All of this demands a vision. It demands looking at 

government and looking at the economy as they exist, not as words 

on paper, but as institutions guided by our will and knowledge, 

capable of growth, capable of restraint, capable of effective 

action. 

When President Carter first took office he had sufficient 

budget flexibility to achieve these goals without too much 



difficulty. He not only threw away the security of restoring 

economic vitality and international security by a series of failed 

policies, but has now made the achievement of these critical 

objectives far more difficult. 

Nevertheless this nation cannot afford to back away from any 

of these goals. We cannot allow tax burdens to rise inordinately, 

inflation to take hold, or allow our defenses to 

deteriorate--without severe consequences. 

This task is going to be difficult and our goals are 

optimistic--as they should be. It's going to take time as well as 

work--but it will be time worth the effort. 
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· ~ , •• • There fs a new depre~tation schedule. But upon exemf nation ttHs.:-.1 

ell. It ts $hnllar.. :tp those propo$at·s by R~ubl~!~ils and by the<! 
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those _- lndu.strles undercut by ·C8rter•$ prevlijg:S_ :new plaps•~ <-

.. -{·· --~- • • 
· .. - . . • . . • 

There rs -~ propose-I for Job . tralnfng -~o -tr~i h .pe<>pl~ - for j~ 
and ere nQt If kely _ :to ext·.~t under tds ·· econot(l'f e ·•pot let-es. -- (.;:J 
the bes:t tralnlng Jtnrny Carter can of.fer ~rree·h wo,rker$ ,rs 
stand on unen·iploy.ment fi nes~ becau.s.e t'-"a.t•s :wher-e. .he ··.has ·p:~ 

. . . . 

l mention al I -of -this not- beeeuse li'rtmv Carter i s"'~erfoils ~b 
l;le ~n~ws _ lt doesn't have a ch~nee at b~.co,ntng J43gfsh1tJon:-:P.n 
It to the; HH I. : But . rather b9cause -ft e><.&mplt f Je$,.· the fun'~ 
hsndltng .of the economy. _ < • ·:: •. . .. ,,. ,. ,.-:· . "; \ .. 

i .,no ::.,,..at-ter:-; h()w 
fh:· fuel 'pho~1 • > ·· < 
~.le' b" ....... _ •• us..; ·.·'-e-. . ,. - ~ .... ,, 

J f n111y ~rt~r has master·ed some of the ·larigp~e.,;t,f f(a"i;fr~ -eo, 
certa t.n p}lr-ases that suggest to the casual :'-f/(~~te.m~r :th•t n~: 
free growfng eC<>n()!Tfy~ but .ht~f~ns shc,w>·tth~?r~t .Jhr,riy Ce 
t:nany new Jlmmy car.tor's we,,-ere -offered. He ha~: ct~ted a sy 

. gram_ to. gJv,e t)µt one exar.rip f •,. w; th an enotm::>us·' p0tentla l :fo 
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used, cannot hope to meet the challenge to our survival alone. 

What is needed--and what I will seek--is a constitutional amendment 

requiring that all "money bills" in the Congress require a sixty 

percent majority, rather than the current fifty percent. 

I will also seek a presidential right to have a "line-item" 

veto so that the President can reflect the people's will in a 

manner that is effective and responsible. 

I will immediately ask for a study to be made in order to find 

the most appropriate language necessary for a constitutional 

amendment for a balanced budget. Pending such an amendment's 

passage I would expect and would seek appropriate statutory 

authority for a balanced budget from Congress. 

(AT THIS POINT OTHER ASPECTS OF THE "GOVERNMENT" APPROACH 

MIGHT BE ADDED. ) 

As you can see, I envision not the quick-fix, piece-meal, 

reaction to evnest that has been the mark of Carter economics but a 

strategy encompassing many elements, each of which cannot do the 

job alone, but all of which working together can get it done. Such 

I 
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HEW alone reported over six billion dollars lost, strayed or 

stolen, surely there is more reason than ever to see to it that tax 

dollars are used more effectively. The Office of Management and 

Budget estimates that the annual waste in federal government 

programs could rech as high as $50 billion. And Jimmy Carter tells 

us we can't have a tax cut! 

At this stage in our national crisis, it is important that we 

recognize that presidential veto power, no matter how judiciously 

[ 



series of bail-outs, shoring up with tax dollars those big 

enterprises that have failed, and, in general, stifling growth, 

real growth, by regulation and the inevitable inflation that would 

accompany this "bail-out" philosophy. 

When I hear Jimmy Carter use the rhetoric of free enterprise, 

I am reminded of the story told about Mark Twain. It seems Mark 

had a habit of using foul language. To shock him out of it, his 

wife came up to him one day and repeated every bit of the salty 

language she had ever heard him say. Mark listened patiently and 

when she was finished said, "My dear, you have the words but you 

don't have the tune." 

The same can be said about Jimmy Carter and his seemingly 

limitless capacity for "new" programs. He knows all the words--but 

he lacks something vital. Jimmy Carter's tragedy as a leader is 

that he has never known where he wants to go. And because we have 

had to endure this non-leadership for four years, it is our tragedy 

as well. 

Today I want to speak to you of a different concept of 

leadership, one based on faith in the American people, confidence 

in the American economy and a firm commitment to see to it that the 

federal government is once more responsive to the needs of the 

people. 

That view is rooted in a strategy for growth, a program that 

sees the American economic system as it is, a huge, complex, 

dynamic system which demands not piece-meal federal packages or 



pious hopes wrapped in soothing words, but the hard work and the 

concerted programs necessary for real growth. 

5 

At the heart of this strategy for growth are three fundamental 

policies, each of which is vital, each of which is dependent on the 

other two and all three of which, working in concert under 

effective leadership, can take us from the Carter economics of 

despair and stagnation to an economics of hope and growth, based on 

what we know the American people are capable of. 

We must prevent rises in the tax burden now crippling the 

economy and savaging family earnings. 

We must stop inflationary policies of the federal 

government. This means the necessary pre-condition of such action, 

a balanced budget. 

-- We must restore our military capability in order to meet 

the challenges we face now and will face in the near future, during 

that five-year period in the 80's called the Soviet window of 

opportunity. 

I am asked: Can we do it all at once? 

My answer is: We must. 

I am asked: Is it easy? 

My answer: No. It's going to take perhaps the most dedicated 

and concerted action ever made on the part of the American people 

and their government. Nothing worth doing is every easy. 
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He talks about an "Economic Revitalization Board" and suggests 

that a "new partnership between government and industry and labor" 

can meet our needs. But when you become partners with the 

government, it is the government who becomes the senior partner. 

His words suggest that he would like our nation to follow the \ 

example offered by the relationship between government and industry 

in Japan. Whatever else may be said about that model--and I for 

one do not believe it would or could work in the United States--the 

fact is that Jimmy Carter is not only wrong economically, he is 

wrong geographically. His views, if followed would lead us not to 

the Japanese experience but to the British disaster, an endless 
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But we can do it. we must do it. And we must do all three 

together--cut tax rates, balance the budget, and build our 

defenses. 

That's the challenge. 

Mr. Carter says he can't meet that challenge. He says he 

can't do it. I believe him. He can't. 

I refuse to accept his defeatist, pessimistic, unrealistic 

view of America. I know we can do these things. 

And I know we must. 

Let us then examine how we can meet this challenge, beginning 

with what is now being called "The Reagan Tax-Rate Reduction" 

plan. 

This plan calls for across-the-board 30 percent reduction in 

income tax rates, 10 percent in FY 1981; 10 percent in FY 1983; and 

10 percent in FY 1985. If the economy warrants such action, I will 

move to a more rapid phase-in of these cuts. I am confident that 

this can be done. I am certain that this tax rate reduction must 

be done. 

\ 
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Mr. Ca:r:ter's "new" economic program -- his fifth so-called 

"new" economic program in 3½ years -- is, unfortunately, cut 

from the same cloth as his earlier proposals -- people out of 

work, people out of money, and people out of hope. And it will 

produce the same results. 

The largest element in Carter's package is a $25 billion tax cut, 

yet $15 billion of that is merely more federal paper shuffling. 

It's a scheduled rebate on the new social security tax increase 

which, with President Carter's approval, will go into effect 

January 1st. A typical family will have to pay an additional 

78 dollars into the U.S. treasury by way of higher social security 

taxes and then, according to Mr. Carter's proposal, get it back 

through tax credits. That just doesn't make sense. That just 

is not a tax cut. 

Mr. Carter is now talking about long-term revitalization of the 

economy. But the only thing long-term is the damage it will leave 

in its wake. 

A key feature o f his "new" economic program is a new dep r ec iation 

schedule -- similar to those proposed by Republicans and the Senate 

Finance Committee -- wh ich, by itself, will not revita lize our 

e conomy. 

Carter ' s refundable inv estment tax credit scheme is obviously 

mean t to throw a sop to some of those industries which have been 

badly undercut by economic fallout of Carter's previous "new" 

economic programs . 

In a return to the failed policies o f the Great Society , Carter is 

also asking for job - tra i ning moneys to train people for j obs that 

don't exist, and are l i kely not to exis t under h is 8CODomic policies. 

Carter's program goes through t he ritual of promising a better America. 

But the truth is this is only a short-term political quick-fix. 



I suspect Mr. Carter knows this, and that may be reason he isn't 

even bothering to send it to Congress as serious legislation. The 

truth is his program has nothing to do with the economy -- it has 

everything to do with the election. You can bet Carter wouldn't 

have bothered with his half-hearted approach if this :were 

not a year divisible by four. 

To his credit, Mr. Carter apparently does recognize that the 

economy is a mess of his own making and requires some sort of action. 

But what we need is not more government "fine tuning" of the economy 

or more government bureaucratic interference in the lives of Americans, 

but less. We need to remove the heavy hand of Jimmy Carter's 

government that has so undercut our economic vitality. We need 

to cut the tax burden that hobbles economic initiative. We need 

less regulation and more freedom. 

If that was what Carter were proposing as his fifth so-called "new" 

economic program, I would applaud him, and wish him well. Unfortunately , 

he has run out of ideas, and I do not believe the American people 

will s tand still for a 6th " e conomic program" nex t year, after his 

first five have failed. 

Gene rally, the Ame rican people give you three strikes befor e you are 

out. In Mr . Carter ' s case we have been very tolerant and have given him 

four . Rut f i ve st r ikes are too many , and we are going to ca ll him out 

in November. 
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Almost two months ago, in my speech accepting the 

nomination of my party as its presidential candidate, I 

spoke of the historically uf'ique crisis facing the United 

States. At that time I said: 

I.! Never before in our history have Americans been called 
upon to face three grave threats to our ~e_ry exist~nce, any one 
of which could destroy us. We face a d1smtegratmg economy, 
a weakened defense and an energy policy based on the shar­
ing of scarcity . ' 1 

Since I first spoke those words, no action has been 
, unp recdednted 

taken b y the Presidnent to change the g rave;\situatiou 

I emphasize the word "action". Jimmy Carter has shown 

that he is ready to adopt the rhetoric of action. But it 

is rhetoric ~only. ~ 
"JI.MM I 

We have a "new" 1, (!arter insofar as his words are concerned, 
~ ~J ~ r~ i0 ~~- w--~~ 1 ~ 

a t,. Cater ~,ere.a" about our nationla see.ltrity, -.....mi S ince he caused 
• ~u~~~t long last 

the nationla security cr i sis it is fitting that he ~ Htc~eustcv 

come to realize i tJ ttowe:v~ i...1.-t~. 

But it is in the fitl d of economics that he has been most 
~ cent_ly_) M~i 

c vocar=-~and. ~ ffective. 
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Two weeks ago he gave us his latest in ksc~~~es<of 
. lS 

fuicYed fatally-flawed economic programs. This one ea the fifth 

in the l.ast four years. It bears a stnking resemblance to its 
~ effective 

predeccesj:)rs: it is long on rhetOric) short on /4~tyuy actio~. 

There is a proplsal for a $25 billion tax cut.But upon 
~ ~ (3Y A 111.AfT~~ I LLU!I ~JJls'l J 

exmanation that tax cut is a51¥-:11e:: illusionA_ made up of 
P~PE~- ,, ,s...) 

federal &t4.PPZ shuffling, since _.. ( a sc~duled rebate on the new C~lrtt 

social- securty tax.iwercasc tl:LWttJ CSL L :et a 1 EM fa !! aarrd ±e::ZI P§Q. 

:itCa ~s.s::::=-ti<ll,Ei.i4it.UAi .iij k:a Mi~ Wfo5 .. o:i;:tfifne lilt= ,, .-.ZS. 

There is a new depreciation shedule.But upon e:xa\tlnation this 
\ s,.,,r PR,NS~ 
~ new at all--it is similar to those~• en by Republicans and by 

the Senate Finance Commitee.And by itself it will not m.ritalize our 

economy. 
\'NtW'1 Me.MIT As 11 

The) refundable investrint tax credit is obvioulsy ::hol~--

ca::q:, gesture to those industrles undercut by Carter prevoius "new" 

plans. 
A- ~,,r.w. 

There is pa.: q ts'.L-3 for job-training to train people for jobs 

that dont exist and are not likley to exist under his econmic policces. 
~ .. ~ 

Given~ pol ic:ks the .i.Ck!U!itc best trainiang Jimmy Cater can 
~ow 

offer American workers is advice on~ to stand in unemplymet 

I menetion all of this not because Jim...~y Cater is 

serious Bbeut this progam- he knows it doe~Mt have i hance of 

becoming legistaion and wont even send it to the Hill--but, rahher, 

bec•kse it exemplifies the fundamental error in his handling of the ~-
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t S'~µ.€ " ~ <Tti!).AK ½ Jimm Ccfter ~ s masigred ee,ewa lg;; f l ;,:- - ~ 1 ~ - mi~ • b rw 
l,Pl"J'6-eF 

c~ @!31irs k eg as of a free economy. He knows certain phrases 
C.f,>.S1Jf,l-

bMbrxsi!fW that suggest to the ~as u a l listener that he is 

i ~ f W or of a free, growing ecomny. 
S' ~IIJ 

But his ~ tion, ~ the ~ Jimmy Cater--no matter how 

II$1!ly "New" Jimmy Carter} s we ~ _,t(td. • 
c:::! with an e ra mo~ 

He has created as ntheteic fuel prgram, 

He has overseen a rise in govermnet regulation $l b& that 

during his first three ~i ars ,.,~ has J een a 35.8% in ~1~ 
in the number of pages devated to regual tion t:a"l!llleba s'ftieca:~ 

of $ federal governmnet. 

He talks baout an "Ecomoic Revitli7.Ation Board" and suggests 

that a "new partnerhsip beween governmaNt and indlil stey and labor 

can meet our needs. But when you become par"fters with Ule gevremnet, 
S ui,,tt 

it is the govermnet who becomes the ~~o partner. 

His words suggest that he would l i ke our nation to fo J,low the 
~fW.P(,t:; 

~ offered by the relationship beween govermnet and industry in 

Jap~M . Whatver else may be said baout that model--and I for one do not 

bleive it would or could work in the United Sates--the f ~4t is that 

Jimmy Ccfter is not only wrong economically, he is wrong geographically. 

His views, if fo Jlowed wo uld lead us not to the Japnses experince 
d ,s -.s1ae. e: A/t,L.~$ 

siding but to the Britihs e-1::f!RI:£ i "'8el'tl , an eldh@t8,J Series of bail-outs, up 
81 ~ ~ .AIT?At~•St.5 ;IM-r✓ • wtth tax dollrs those • a ~ ~c:fiave f 2.1led , and , in genral, 

stifling growth, real growth, by 1dalea 8&tift&C& q a ra nt reguation ,~ \(. 

and tne inevi t lble i ~ that would accompying this "bau. -out-• ·-,. 

t,iJ-1 1 :nzg,- philosophy. 
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°''' ,rr "' ~ ~ ~ I am reminded of the story told 1;illllit cM'l:illK:i!N-Twain. It 

seems Mark had a habit of using foul language. To shock him 

out of it, his wife came up to him one day and repeated 
~{R{ &~ 

SSQ!!Si&¥ bit of the salty languse she had~heaAd him say. Mark 
Pt'l'1, ~llt' L-'i 

listsned ~Y and when she was finished said :"MY dear, you 

have the words but you dont have the tune." 

The same can be said ~~out Jimmy Cater and his seemingly 
e knows all t rds--but he lacks something vital:} 

«exexc limitless capacity for "new" programs. ITimmy Caters traG(tdy 
as a leader~ ~ 

Ci s that he has never know~ ~ he wnat~ . ~o go. And because we have 
~-~ 

had Ua~me.waf to endure this dfor four years, it is o ~ trgedy as 

well. 

Today I wANt to speak to you of a different conc~ft of 

leaderhsip, one based on faith in the American peole, confidcne in 

# • '" • the American economy and a fJrm committmnet to see« it that 

the fedral governmnet 

ac~cxo±n~~c the people. 

once more 
isA~e responsive to the needs of 

sr,.p~'Y 
That E~ view is rooted in a sHaegy for growth, a program 

1-\u,e, 
that sees the American ecominc system as it is a, a~, complex, 

dyn~ic system which~ demands 1!.Jnct. not piece-meal 

~ packages or pious hopes wrapped in soothing words, but the 

hard work and the concerted programs nece ssary for real growth. 
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• O.o.uh 

At the ~ f this stregy for growth are three 

fundamental polices, e C)Gh of which is vital, e o6h of ~,fi~ 

is dependndt on the other two and al ~ which, working in concert 

under effective leadrhsip
1
can 

b~S~tt. 
adilB: J:1!at take us f ft~ the C~t'rSR 

econmoics of <iesapir and stagnation oli l!h c l!&s L -.:sliir> ; :>,,., 7;, 
I f!J ~ ~ ') 

giec :US an ecomomcs of hope Nasexo~cworliP,based on what we 

know the Arrtcican peole are cap~a~ of. 

- - We must prev~ t rises in the tax burden now crippling the 
and 

ecomony A savaging family earnings. a:xax 

-- We must stop n&ti!¥M't~-in f1.tionAry polices 

of the fde r al goverrnnet , _ th is means the necessray 

pre-condtdion of such action, a balA;:ned budget. 
I ~Of.I. 

-- We must restore our militray capabiity in ~ to 
~ ~w~ 
~ e the challnages we face now and will face in the near 

. Lc.,(~Uid 
during that five year period in the ! O's called the Soviet 2 w : 

0 PPl>PlQb~ 
of ~J½Y.txz>:r-

I am asked: 

Ca.n we do it all at once? 
A./J~ 

My a'ltwie r is : we must. 

) am asked: is it easy? 

My anleer : No. Its going to take perhaps the most dedicated 
ever made 

and condt'ted actionAon the part of the American peole and their 

govermnet. Nothing worth doing is ever easy. 

. l\u~ . d 1 But we can do it. We~ do it. An we must do a 1 d-;..IIJC 

three togheher--cut ta&es~ tax rates, ba~ ne the budget and 
. 

buRd our defnses. 

Thats the c l\a llage. 
~I~ ~ 

Mr. Cater says we cant~ that chllange. He says wie cant 

do it. J-~~.~~·'J. 

xc~axexcsa¥cNexcanxaHdxwecmascxcxaxdxckaxcxgxuxe 
Q )\eeat"'t ()J.J i•A1,.1r·r1c 
ll r ref~ure to aeeapt his defeatist, pessimis} ic, "'1TT'Ie, at s ig 

view of America. I know we can do these things. 

And I know we must. 
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Let us than exmaine how we can meet this challaeng~.beginning 

wiht what is now being called "The Reagan 
a I I :i5:«! 

Tax-Rate Reduction" plan. 

This plan calls for across-the-board 30 per cent 

reduction in income tax rates, 10~ 1981;10% in FY 1983; and 

10% in FY 1985. If the ecomony warrants such action, I will move to a 
p~M-e-~ 

mor rapid ~~ rn of these cuts.I am confid~t that this can be 

~ I am certain that this tax rate redliJction must be 

done. 

High rates of tax/J.tion desTroy incentives to earn, cripple 

prodU~tivity, lead to deficit finanacing and inflation and create 

unemp~mnet. We can go a long way toward restoring the ecomnoic 

het'a.th of this country by moving toward reasonble fair levsl of taxation. 
c~"'" 1.u ~I'£,., '"'e: s1rvs ,r s!:!,v"Dll:f ,~ Dt1P~ • 

Jimmy Cater says it sL:!11\,]n..t. be done. AHe favoJts the curre.et 
c.rw, '4 ,,v"' p: rr s , 1,1r, ~' ,_ 6'ei lf,tl 

GrJJ@i ::-"'J tax burden because it -flWls ~ his ph.d!J!lhj's of gove~ 
p,,,. u/ A"rtAJ It' ~I 111,.fe 

as the e@Mal?e * • :a~ force in American il s a ~ c life. 
evo~'t"' 

But figures of the Conressonal Bua[lro Office# show that 
~J\,~S 1wi th no 1 _ 

by FY 19 85, if currnet s Is I! s of taxtaion are in e ff ct,\all'IIIP 1'111) addi tioanl 
SMIJVl.,.J 

Congressional ae:~zamxzHz:kz:sz11:r::eax::z::s programs, 'irliretax revenues 1w ~ 
At ,,,~li4 Gl 

apq wa. more than one trillion dollras . .,.bazoaateenliil~l!!l~ef \According 

to these same figures--the figues used by Congress today--estiamed 

S9t~&lr ~ .L ~~c •g should b e something close to 130 bllions ~s below ,n3.t. 

(Note: Im working here f40m memeory because I dont have the green sheet 

~ ~-
in ~t of me. These figures have to be •eLca•~rl, ) . 

t<T. s t1 t e1-'I c,,,,b,., ~ c..~" 1-Autr 
T' Sa:l!!::'.tE::y Jimmy Gc:::er ~t teling ~ that the American peqle o&,.g; J JJrt. 

. t.,tMA • ~ 
f~nd ~ thhgs to do with all that money than see it spent€t111!1!' . (J 

ID¥ governmnet. 
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As~uming a continuation_of current policies and a normal 
growth i~ goveri:un~ntal spending, the CBO projections show a 
substantial deficit of $44 billion for FY 1981 Th' d 
to $15 billion in FY1982 and in FY1983 turns i~t is brops ~harply 
s~rp~us of $37 billion. In FY1984 this surplus or~w:ut~tantial 
billion and then way up to $175 billion in py198 ~ Th $i 6 

and ~rowing surpluses can be used in two basic wa;s. (f) t~rge 
funding of additional government programs, and (2 ) t.h d e_ 
of tax rates. ere uction 

It should be noted here that all economic forecasts--including, 

mots especially t-ose Mr. Cater has been making for four years--do 

not have the degreeof precision we would want. But the CBO 

figures do give us a resoanbale look at what is feasibale. 
_,,uJ~lt't" 

I mention this only to underscore the fact that the strtegey for 

growth is based on something more than forecasts.It is based on 

what we alreday know the Americanx&apeople can do. Econmoic polices 

must be based on bacd facts-xboxckaxdxfacxs as mine rae--but those 

facts must azs0xza~eza be seen in a context of optimism. When 

I am told that my view of the future is oprtimisc, I anser: it should 

be. I will not seond for lower expectaions. I know the 

American peole have laways b een a peole of great expectations and 

I would not ask them to elct me as Presindt if I did not share this 

histric view. 

But, as I said, taz cuts alone won't flo the job. We also 

need control of governmnet speding leading to a balnced budget. 

How can this be cahiaved? 



\ 

f fl,w_ ~ ~ ~ he a ~ ~ 
~ 
~ the projected spend ing levels for FY1981 by some 

2 percent. This level of spending restraint, once 
achieved for the last half of FY1981 wou ld continue 
on through the succeeding years. H&l.!1111119 .jup:'i:ber 
&s SJ?"Mli ta:.u t --,,Qlt:H' Ccontinued attempts to control government 
spending would result in a further 2 percent reduction in 
FY1982, an additional 1 percent in FY1983, a nd 1/2 percent 
more in both FY 1984 and FY1985. ~P-- s 1 sge , IQven 
these relatively modest reductions in the rate of increase 
of federal spending produce substantial increases in 
available funds that can be used for either increased spending 
or for reducing tax rates to stimulate economic growth. 
Beginning with an additional $13 billion in FY1981, the number 
grows steadily to $54 billion by FY1985. ~l:en1 :i@ ~ ~ s-t a k~n 
~ Ll&t.. Qblllt.J.,r.i:AEiK l'.rogr iii:i:i:i cc s di1 aie a1:co1i'lzoll~le. 

=~s~;;~t:!:r:;1":!~r:;;R::=:;:1;0!ti;~£~ ; 
.,PJiiii~ - . 

' 



Allow me for a rnornnt to expnad on what I have just 

stataded. 

This strategy for growth does not require altering 

or taking back enetitlernnets alreday granted to the 
~~ ; nte!J"ri t y of:, M." 

The Social Seclri.rlty Sy.tern will be defnded by :dllsm, 

American people. 
{JrO,M.l/Jt~?'N,"t' t,j 

adm!ienst~ n 

6 ~~1'/-1.5 ~ 
and its hcn@ts made once gain•~ because we will also 

be = •infation•1 Mgcvduesc~h~svs~cutyeycenvs~onsv 
/4 m~ ft'cA~c.k:- . . 9 the . 
\..\{ This 5Lrycy ~ r,~~a±CI): restra11nag) Conress1onal 

desire to "add-on" to every program and to c :i;l_ate new pograrns 

funded by deficits. 

qft~T~== ~~he 
~~ A f ,svr AO~ru,✓T~V 

way GH J.., programs are ii41t3• i I Led 

will be chnagaged, so that we can ~ i,~ e s a ilings that 
~, 

wd.l come a bout whenj in IllJla-y i:w &t ees, 
N,i't~ i1..-rY 

adrninistrtaive awl! ]I L is 

moved tarn back to the states. 

that r believe should be carefully considered The federal programs 

\ 
- - (along with the federal tax resources to for transfer to the states 

essentially local in nature. The broad finance them) are those which are 

the most likely prospects for transfer are welfare, areas that include 

and education. 

Programs that are national in nature, or that are handled by trust I arrangements outs i de the general revenue structure should not be trans­

ferred. In addition to the obvious ones -- Social Sec~rity, national 

defense and space -- this group would include Medicare and other old-age 

assistance programs; the enforcement of federal law; veteran's affairs; 

certain aspects of agriculture; energy; transportation and the environment; 

the TVA and other multi-state public works projects; certain types of 

research; and possibly others. 

Few would want to end the Fedefal government's role in setting 

national goals and standards. And no one would want to rule out a role 

-3-
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for Washington in those few areas where its influence has been essential: 

crash efforts such as the Manhattan and Apollo projects, and massive 

self-liquidation programs such as the Homestead Act and the land-grant 
-

colleges. And, certainly, the Federal government must have an active rol2 
. - -

in assuring this nation an adequate supply of energy. 

The systematic, phased transfer of some federal programs and federal 

revenue sources could save the taxpayers money. As federal programs were 

transferred to the states, federal revenue sources, sufficient to finance 

the programs, would be transferred at the same time. The amount of federal 

resources transferred should be more than enough to fund the programs 

transferred, making possible a net tax reduction for individuals and 

familities. There are two basic reasons why this can be expected: 

The first is the elimination of the "freight charge". When the 

taxpayer's money is sent to Washington, counted, then doled back to the 

states with the regulatory strings of the Washington bureaucrats attached, 

some of it is lost in the process. We don't know precisely what this 

"freight charge" is for any particular program, but regardless of whether 

it is five cents on the dollar, 10 cents, 25 cents or 50 cents, it is 

clear that the taxpayers will pay the bill. 

The second is the increase in efficiency that would occur when 

administrative responsibility passes from federal hands to state and local 

hands. My experience in California, and that of others elsewhere 

demonstrates how arbitrary and e.verchanging federal regulations can 

inhibit even the most strenuous efforts to achieve economy and 

effectiveness in state government. Freed of the dead hand of federal 

regulation, state and local budgets offer the potential for considerable 

economies. Again, we don't know what the precise savings will be, 

whether they will be five percent or 50 percent, but we do know that 

there would be savings. 



8.? . 
p(')i t -r:t4MJ' 

c~~Y c:?to top govern:meet ; r . .. I C:1 ~ 
. 1 h' ;:, . . ~ -Crucia tot is ~LYeEJ¥ will be the appointmne~1of men and 

women t0xz~~x~x7erxmxezx~~sizi0~sx who share the same economic 

philosophy that is at the heM t of my policies. We will have 

d • • • • h·. h h d f R~ h • ' 1 • an a ministration in w ic t e wor t e top isn t ost as it 

gets to the v a rious ~i=-:-5~. That voice will be heard because it 

is, in this vital area, the voiee that has for too long been 

abss M: fA-m. Washinton--the voice of the people. 

I will also establish a nationr a citizen's task force I MBRCHpxofc v 

as I did in California, to rigoroulsy examine every depart~~ t and ag¢#cy. 

There is nothing Ja.ees..c better for effective governmnet than to have 

its opertaions closd.'t)Y scrutinized by citizens with at s •~ings 

on their minds. 

I alreday have as part of my advisory staff a Spending Control 

Task Force, headed by my good friend and former Secretary of 

HEW, Casper Wienberger that will re:i;trt on additional ways and 

techniques to se~lch out and eliminate waste, fraud and abuse in 

federal prorgams. 

If I may digress for one momnet: the subject of waste, 
ABUSE' 

fraud and~-~ in governma~t programs is one so import~Ht that 
·~~~~ 

I will not eve~ try to t::Js:lk chexa: ttt: it in these remraks because 
'S t>ttttt µJ. 

it deserves a special saaa~l of its own. I intned to make s l ch 

a ~ ech soon. 1or" the pres5~t just let me say that when HEw{a lone 
i..b!>l' J S'TtA-teo It. S"rlt..!N 

reported over 6 billion dol ~ s ~ i iQ!e ♦e--E:QBa~ sur lQ.y there 

is more reaosn than ever to m;jgp see to it that tax dollars are 

ued more effectviley . The Office af Mangernnet and Budget estimtes 
r, 

that the annul a waste in feca:-al governmnet programs 

could recah as high as $50 billion. 

baatlvbubatlubweva~evgpfuugvbobsb~irab~bb~b~ ~ b. And Jimmy Carter 

tells us we can't have a tax cut! 
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At this stage in our nationla crisis, it is imprtnat that 

we recognize that presidential veto power, n o matter how 

judicioulsy used, cannot hope to meet the challenge to our 

survi\al alone. What is needed--and what I will seek--is 
~ 

a consi tutional cEiliftm:lflias requiring that all "money bills" in the Congress 
fleP- ~ . 

require a sixty ,trm cnet majority , rah er than the CL± ltd.: fifty 

per cent. 

I will also seek 

so that the PresidBµt 

a presidential right1o have 
~•A 

can reflect the ~ will 

that is effective and responsible. 

a "line-item" veto 

in a manner 

I will immediatley ask for study to be made in <tJer to find the 

A{)PtO~(tC~Te- ~ . . ~ 
most «fi.P- ~ e e language i .tE,i !ty for a consi tut ion al &t1L1h!id L 
~ ~~..,, 

for a ko3 me ed budget. Pending such an avZ?ili' s-

passage I would expect and would seek appropriate statuatory 

~ 
authority for a balnaced budget il:;ii;pffi Congress. 

busin2sscinxestmnecxaadxexexminatio«c~fxtkexfedxaxcinkextxaacecxaxc 

(AT THIS POINT OTHER ASPECTS OF THE "GOVERMENT "APPROACH 

MIGHT BE ADDED. 

As you c an see, I e nvision not sim~x~ the quick-fix, piece-meal, 

reaction to evnest that has been the mark of Carter economics but 

a sc~eaex strategy encompassing mnay elements, ecah of which cannot 

do the job alone, but all of which working together can get it doesn . Such 

a taskcisxc strategy depaneds for its success on the will of the people 

to regian control of their government. 

Snd, most importantly, it depends on the capacity of the American 

people for work, their willingess to do hhe jo, their energy and 

teir imagianation. For this strategy of growth includes the growth that 

will come foxmxf~~mz from the coopertaion of business and labor 

that isxt«c will result form the knowledge that governmnet polciy is 

dircted towatd jobs, towrd opportunity, toward growth. That is why I 

fully expct revunues to the governmnet to increse, not decrease under 

such programs as I have outlined. We are not talking here aotu some static, 

lifless model of econometrics--we are talking baout the greatest 

productive economy in human history, one historivally revitalzied not 



by governrnnet buf by people freed of governrnnet interferce, needless 

regulations , crip, ling inflation, high taxes and unemp}::,yment. 

Does Jimmy Carter really belje,e that the American pecp.e are not 

capable of rebuilding our economy~ If he does ; that is even 

one more reason--aside f i l)m his record--that he should not be 

President. 

When such a R'll!S1&1Bji: stratgey is put in"tt, practice, our nationg 

defes~e NeeJ.s will be capGftle of being met because the productive 
~g.S'TfA,,Jt"" 

capacity of the American pe~ e, free #of governrnnet res tiltmt, and 

the llll!i!!!ls---ability of the tew adminsitrtaion to make governrnnet less 

wasteful and more efficinet, will provide the revenues needed to do 

what must be done in de:Bhse. 

l::kcNci::iil:xn~txh11p~ 

All of this demands a visio lli . It demands loo~9d at governmnet 
rJj; tJ;:.,., 

and looking ~ ecornny as they exists, not as words on paper, but as 
lJJl1tTtl'rt~.S G,t1tfJE(J BY PC/~ wr1-t. ftAJO ,::,r~e.el'6tl' . 
l i: ..i!11 g i : i•cu, cap&'1le of growth, capable of restr'1c1.nt, cap~ le 

of effectiv e acti~. 



I 
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,, 

/ 
/2. 

/2 
, . 

When President Carter first took office h~ 
sufficient budget flexibility to achieve a¼l t ~oals 
withou~ -too much difficulty. He not only threw away the 
chance of restoring economic vitality and international 
security by a series of failed policies, but has now made 
the achievement of these critical objectives far more 
difficult. 

Nevertheless this nation cannot afford to back away from 
any of these goals. We cannot allow tax burdens to rise 
inordinately, inflation to take hold, or allow our defenses 
to deteriorate--without severe consequences. 
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Of course, not all of the programs included in these broad categories 

would be transferred; we might find, after careful study, that some should 

remain at the federal level. But, I am confident that we will find that 

most of them would be more appropriately located at the state and local 

/

levels, that they would be more responsive to our needs at those levels, 

and that they would be run far more efficiently. While it is likely the 

more worthwhile programs would be retained essentially as they are, and 

others modified, some of dubious value to a particular state or 

locality -- could and probably would be dropped. 

\ 




