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Reagan's Program for ektfif"’,"

Economic Growth and Stability
in the 1980s

Key Issues: Real purchasing power and Job security.

Philosophical base: government intervention/share of economy.

Damage to economy in last 3 1/2 years.

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

(a) Spending Control

(1)

(2)

(3)

(4)

(5)

(6)
(7)

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 and trim--reduce "rate at which federali government
is growing", not "cut spending"--A President must have

the ability to say no.....

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

Spending Control Task Force--headed by Cap Weinberger (see
press release)--will report on additional ways and technique
to search out and eliminate waste, fraud, extravagance...

Line-iiMg/veto power (distinguish between what must be done
now, and what long range structural changes must be started
now. ..

Call for 60 percent majority vote on all spending bills
in the Congress (see AG)

Constitutional limitation on federal spending.

Transfer of federal programs to states: welfare,
education (see 'white paper').
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(b) Tax Rate Reduction

(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 confident we can do, and
our goal is to do it faster)

(2) Indexation of income tax brackets after full 30
percent 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 of the Economy

(1) Conduct thorough and prompt review of all(non-safety
and non-health)regulations that affect business
and commerce--modify and 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 mon:

(e) Competitive International Economic Policy

(1) Establish Presidential Commission--inc__. _.., ___
representatives of Labor, Government, and Business--
to come up with specific recommendations --1J,S. must

regain its competitive edge and its fair share of
world markets in the 1980s.

(f) Balanced Budget Amendment. Within five years add
balanced budget amendment to constitution that will
keep any administrations budget in control....realize
is long-term, but must start now.

(g) Stable Economic Policy. Fmphasize the importance of .
establishing an economic policy early on in the administratic
and then sticking to it.
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Projected Results

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

(1)

(2)

(3)

(4)
(5)

The addition of million new jobs; and million
of these over and above what we would have if we
follow Carter's way for another 4 years.

Salary and wage levels percent higher....real
economic growth of percent a year; steady increase
in personal incomes.

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

Inflation less than 5 percent and falling.

Interest rates at percent......
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August 23, 1980

MEMORANDUM FOR GOVERNOR REAGAN

From: Martin Andersog,f%f&&;/’ =

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, c¢hairman; Jim Lynn, Caspar Weinberger, Don Ogilvie,
Paul 0'Neill and Bill van Cleave) this issue has been discussed
with George Sfhultz, Charlpls Walker, Jack Kemp, John Mueller,
Art Laffer, Norman Ture, 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 tlie 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 198l1. 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 yvou account for "off-budget"
items it is the largest in history).

The most disturbing news, however, concerns the new budget
projections for FY198l. Carter's balanced budget is gone--
way gone. The latest estimates from the Congressional Budget
Office (CEO) 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. 1In 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 diop
was almost entirely due to an earlier decline in mortgage interest
rates, and these rates have already begun to move back up.
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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 of 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 3} 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 1 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.
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: The effect of 1/2 percent additional growth would add
$4 billion in FY1981 and increase on up to $34 billion
by year FY1985.

(c) 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.

(d) Elimination of the federal inheritance and gift tax.

" If you were successful in getting this legislation
passed, we estimate that it would not be implem-—*-1
until the beginning of FY1982 and would have _ 1 |
revenue loss of approximately $6 billion a year.

(e) 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.

(f) Across-the-board reduction 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 income
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 FY198l1 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 FY198l1 and FY1982,
which then begins to decline sharply. and finally moves into a
small surplus for FY1985, 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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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 "action." 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 1late.



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 UNEuf‘EZ&WMC Procean
fatally-flawed economic programs. This one is the fifthAin the
last four years. It bears a striking resemblance to its
predecessors: it is long on rhetoric and short on effective
action.

>€

There is a proposal for a $& billion tax cut. But upon
examination Ex:i:'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, IVCREASE.

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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,gislation and won't even send it to the Hill--but, rather,
cause it exemplifies the fundamental error in his handling of the \.
'ONOMY «

Timmy Carter has mastered some of the language of a free

'or. He knows certain phrases that suggest to the casual
stenet he is in favor of a free, growing economy.
But ictions show the real Jimmy Carter--no matter how many

ew" Jimmy Carters we are offered.



system the woridd hes ever known., 1 see @ true revitalizatlon of the Amerlcen

- economy as @ two stage process:ffirst, we must stop the frightening srosion
.- that now confronts our economy. . Then wemust turn our growth.potential markedly '
Va0« higher,) Frhe nd stage wiil be relativoiy posy If we make the flrst stage work.
i .. . At the heart af the first stage of this gtrategy are thres fundamentai paﬂc!es, C e
: - each of whichi-Is vital, esch of wiifch 1§ depéndent on the other twe.for BUCOSSS: e
' and, ol thten of “which Work [ng. oncert under effective leddarship oan fake us ' 1 © = 7
.. ¥rom the ﬂar?er ecenomics-of .despaly amd stagpstion o ag.econamlés of 'th.B amr

,;.of gmufh basad on whaﬂl- s . know the .ﬁmcricah ,people are capab%e orf.; LT v

e - !- He muaf;prevenf rtsas in the fax burden now crlppﬂng 1he eaonmy and .
~7 savaging family esrnings. - Carter's fax cut program stlll leaves the rétlo of. .
v o0 total Federdl revenues rising -4rom 20i% oF GNP in the current.flscal year, t6 . . -,..;
7. 23-3/4% by flscal year 1985, ‘Under Carter?s’program, Uncle Sam wlii be faking =~
' % of add!ﬂons to taxable incomes over the next flve years. There is no way we

«., ¢can stop the - economy's erosion with that level of taxstlon.

L2t Hc must, s?op lnﬂahonary pi:ucles of the federai goverament. Tﬁiszmns B
; 'the necessary preoond!ﬂc:n of such acﬂon, a balanced budge'r '

3 We mus*l' ras,tore our mititary capablﬂfy tn order to meat the c:hal !enges we

face now and will face In the near future, during that ﬂve yoar period In ﬂ\a o
. '80's called The Soviet w!ndow of epportun!'!'y. - :

cHl am asked ¢an we do H al! a'l' oncef My answar 1s we musf | am asked, Is .|
©. o easyl - My enswer'is-no, - It fs gdtug 2o requiré pertaps the most dedlcated awd L
. cbncerted: actlon ever. taken on. the parf Qf ﬂw Amor ican . people £or 1he!r qova;.nmp‘ .

S ﬂo?hlng worfh dolhg'-;i‘f'fs ever easy.

Buf we can. do- 1+, we must do It end we must do all thres together:: cut tox
- rates, balence fhe budget ang bulld our defenses. That Is .the chailenge. Mr.

- Carter says he can't mast that challenge. He says he can't do 1t. | belleve

. .him, He can't, 1 refuse to accept hls defeatist, pesslmtsﬂc, unreallsﬂc.
oview. of Amerlca. -4 know we can do these things and | know we must,

Let us then examine how we can mem this challenge beginnlng with "the:Reagan -
- Tex Rate Reductlon" plan. This plan calls for an across the board 30% reductlon
- in income tax rates, 10% In 1981; 10% In 1983; snd 10% In 1985. Six months
ago, |. had been hopoful we could Implement a 30§ cut In tax rates In three: TR
;-:;;-_‘:;}years. But under the sfewardshlp of this Administration, the budget has dafer!a Ted -
~to s polm which has made that too risky. However, |¥ the sconomy recovers L
faster than wo expect,. ! will move to a more repld phase-in of these cuts. In
P any event, it is. essential to move as rapidiy as we can to reduce the dangerous -
' growth In the tax burdens.
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gh 1 t s of taxation destroy incentiv 3 to earn, cripple

pProductivity, lead to de

lcit fir 1cing g inflation, and Create

unemployment.
ploy t We can go a long way toward restoring the economic

] . . .

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 (ts int hi ilosophy of gc rr 1t t! 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.

the . s——the fi ongress

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 policiesﬁlaww S li.ﬂ/ﬂ{w
Jmh 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. 1In FY 1984 this surplus grows to $96
billion and then way up to $175 billion in FY 1985. These large
and growing surpluses can be used in two basic ways: (1) the
funding of additional government programs, and (2) the reduction of
tax rate%$

It should be noted here that all economic

forecasts—--including, most especially, those Mr. Carter has been
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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 Jjust 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
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is, in this vital area, the voice that has for too long been absent
from Washington--the voice of the people.

I 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
on 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

Just let me say uhen HEW alona reported over $6 bliifon lost,

“that tax dolisrs are used more effectively. The Offlce of
Management and Budget esilmates that the annual waste in federal goverament:
g;sgr:m;a:ogzs reach as high as $50 b!!l!on and Jimmy Carter tells us we can't..

If we succeed In Stage I, Stage |1 Is & natura! extension arts of th

: ’ ch
should be puf into place before Stagé | Is fully effeufive.p It Is importent
that we recog ze-ihaf presidentisi veto power, nof matter how judlciously
and courageously used, cannot hope to meet +he chaltenge to our N
survival alone. We have developed over the years a bulit-In tendency 1a
overspend our tax receipts. The Budgst Act of 1974 which for fﬁe fi f +lﬁe -
created a procedure for the Congress to limlt total spending . 244 ’ '
hos ‘been only partlally successful. More is necded. 41 wllifSeek a cons Ifu#ional
avandment requlring that all money biiis require » 60% majority of both:
houses of the Congress rather than the current 50%. @it will also : '
seak a presidential right fo have an {tem veto, so that the Presldent can reflect ¢
people's will In a wanner that is effective and responslbie.cﬂl will Immediately
osk for a study to be made In order to find the most appropriate |anguage
for a nocessary constitutional amcndment for a balsnced budget. Pending such
an smendment's passage, | wouid expect and would seek appropriate statutory aufhor:fy

for a baianced budget from The congress. These measures should once and for aii
out an and toctrracnnncthls nrdndlne Ll wamco




' ©overspend our tax receipts. The Budget Act of 1974 which for the first +imo

" Mareover; -even .t

N . fax and other moasures-al a -later +imo; .They, wH.

over $6 bll ﬂfm tost,
over to see to It

“fhaf fax dollars are used more effectively.
 Management and Budget estlimates that the annu
programs could reach 85 high as $50 biliion and
have 2 tax cut,

raste in feder&l governmanf/
any Carter tells us we can't

If we succeed In Stage 1, Stage 1 s a nafurai ex@ensicn, parfs of wh!ch
should be put into place before Stagé | Is fully effective. it Is Important
- that we rec:ognlze thet presidentiail veto poxer, no§ matter how jud!ciously

- and couragesusly usod, cannot hope to meet +he chatienge to our =
~survival alone. We have developed over the years.-a bulit-in tendency to

created a procedure for tho Congress to [Imlt total spending ,_c:o;'_‘ gy

has -bean only partlally successful. More is necdcd.‘?i! willfseek & constitutional
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houses of the Congress rather than the current 508, G\t will also .- S
seek a presidential right o have an item veto, so that the Presldent ‘reflect 1he
people’s will In a wanner that is effective and responsible, Qi witl Immediately

esk for a study to be made In order to find the most appropriate lanmguage

for a noctessary constitutlonai amondmenf for a balanced budget. Pendlng such

an smendment?s passage, | wouid expecf and would seek appropriate statutory suthority
for a balanced budget from the congress. These measures should once and far alt

Jput an end f%§2>r3590ns!ble«prtn%ing -of monay.

K

»-extended tax cuts which | “am reuommendfng stitl creafe a
rise In the fax burdei-shd hence additional tax cuts scheduled and In place
for the second half of the decade Bre heeded. L-wiil outiine thems additiona!‘
“#d8ress. the: lssue'of .
- .enterprise zones for our" cities which 1~ ratsod $irst In my address to ?he
“Netional Urben League, Aho need for tex code simpiification, broad '
. reduction In the rogylatory burden and a numbar of a1her tems
- of our’ natIOHEI aconomlc agenda.; ; .

'-.‘«\

; aach of whtch canno? do “ge-
done. Such a s*rafeav ;;g

rmim=meeyy depends for 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




He has overseen a rise in government regulation that during
his first three years has seen a 35.8 percent increase in the

number of pages devoted to regulation of the federal government.

Q?Hc talks ab ew
pbrfnershtp “betwoor : 7 pur needs. But
when you become. rparfners wt‘fh the govemmanf, I+ Is the governmont who becomes
the senlor partner. Hls words suggest that he would Ilke our natlon to foliow
the example offered by the relationship between goverﬂmenf and Industry In :

Japan, Flwhatever else msy be sald about that model, snd i for one do not belleve

1t would or could work in the Unlted States, the fact Is that Jlmmy Carter Is

not only wrong economlcally, he Is wrong geographically. His views, I followed,
pid lead us not to the Japanese experlence but to the British disester, an

iaiess series of ballouts, shoring up with tax dollars those big enterprises

. that have falled and .in-general sti¥ilng real growth by regulation and the

Inevitable inflation that would accompany thls batlout philosophy. I+ 1Is a

philosophy rejected by.the current British Goverament and -~ In Its last.

months ‘== by the previous government as well .?{ Desptte all. of the good Inten¥lons
_not to aliow an economlc revitailzation progrem to bacome & wehicle to ball out

: felling businesses, It Is just not posslble to be otherwise.

. growing businesses do not nesd governmeni help -=- It Is only the falllng ones == . . . 4
: threatenlng large job losses -- which wi|i show up at the door of. the White Co A
House for help. But experlence both here snd abroad anqply demonstrates that S i

- the jobs that.are "ssved"™ are temporary, atd the damage to the soonomy overall »

leads to far greater job [oss =~ or more exacﬂy, faHure to create jobs far a
B gmw!ng labor force,

"5 how

. Japan "works“ bmusa the go 7"mmenf 1s: nof antl-buslness. We would have the: -
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directed toward Jjobs, 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 suéh 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
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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. 1It's going to take time as well as

work——-but it will be time worth the effort.
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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



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

concerted programs necessary for real growth.

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: 1Is it easy?

My answer: No. 1It'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.



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 industryA
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



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. T 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. 1If 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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Almost two months ago, in my speech accepting the
nomination of my party as its presidential candidate, I
spoke of the historically uMique crisis facing the United

States. At that time I said:

—_

W - — - -

Never before in our history have Americans been called
upon to face three grave threats to our very exist;ncc, any one
of which could destroy us. We face a disintegrating economy,
a weakened defense and an energy policy based on the shar-
ing of scarcity.™

Since I first spoke those words, no action has been
, unprecdednted
taken by the Presidnent to change the graveAsituation
I emphasize the word "action". Jimmy Carter has shown

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

is rhetc T )
We >rAe ava concerned,
1
er b 31ince h~ ~aused
long last
the nationla security crisis it is fitting that he Pl g cYeEsCcV

come to realize itJ tHpweveR LATE .
But it i= in the fi®dd of economics that he has been most

d. ffective.


















Assuming a continuation of current i

. policies and a n

growth in goverpmgntal spending, the CBO projections shogrgal

igb;:gng%ii.def%c1g §§8$44 billion for FY 1981. This drops sharply

illion in FY 2 and in FY1983 turns into a subst i

ggip}us of $37 billion. In FY1984 this surplus grows to ggzlal
lion gnd then way up to $175 billion in FY1985. These large

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

funding of additiona
ot fang of ad 1l government programs, and (2) the reduction

- -

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
fi~rnre A~ ~i-=~ us a resoanbale look at what is feasibale.

+ weuncivn wiis 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 Americanxmapeople can do. Econmoic polices
must be based on hard facts-zbukchkaxdxfacks as mine rae--but those
facts must aixexhagmza 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 been 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 8o the job. We also
need control of governmnet speding leading to a balnced budget.

How can this be cahiaved?



achieved for the last half of FY1981 would continue

on through the surreeding years. 1 ar

i bid C ntinued attempts to controi government

spending would result in a further 2 percent reduction in

FY1982, an additional 1 percent in FY1983, and 1/” »ercent \\\\

more in both FY 1984 and FY1985. L, ren

these relatively modest reductions 1n tne race uf 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.

Reainnina with an additional $13 billion in FY1981, the number
n
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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 éovernment must have an active role
in assuring'tﬁis natioﬁ<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 1is sent to Washington, counted, then doled back to the
states with the regulatory strings of the Washingtén bureaucrats attached,
some of it is lost in the process. We don't know precisely what this
"freight charge" 1is 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 everchanging 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.






At this stage in our nationla crisis, it is imprtnat that
we recognize that presidential veto power, no matter how
judicioulsy used, cannot hope to meet the challenge to our

surv 1 alone. Wha+ ie naaded--and what I will seek--is

a consitutional requiring that all "money bills" in the Congress
require a sixty najority , raher than the fifty
per cent.
I will also seek a presidential r ive a "line-item" veto
so that the Presic . can reflect the - L1l in a manner

that is effective and responsible.

I will immediatley ask for studv to be made in er tn find the
most _  language : for a consitntional
for a dget. Pending such an a

passage I would e.._ect and would -~~~ -ppropriate statuatory
authority for a balnaced budget ongress.
xWxkhxokhrrxpxogranscycxoxtudxngcacreexakercieprecxaktauxfarxc

bresxomsscxnyestrnetxandxekexmxoatxoncetxthexfrdxakcinhexckancrckaxc

(AT THIS POINT OTHER ASPECTS OF THE "GOVERMENT "APPROACH
MIGHT BE ADDED. )

As you can see, I envision not sxmpixy the quick-fix, piece-meal,
reaction to evnest that has been the mark of Carter economics but
a krmaRex strategy encompassing mnay elements, ecah of which cannot
do the job alone, but all of which working together can get it doesn. Such
a taskcxsxc 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 bhe jo, their energy and
teir imagianation. For this strategy of growth includes the growth that
will come foxmxfmrmz from the coopertaion of business and labor
that xsextmc 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









of coursé; noi_giiﬁggféhe programs included in thése broad~g;g;gories

would be transferred; we might find, after careful study, that some shoul:
remain at the federal level. But, I am confident that we will find that
mbst of them would be more appropriately located at the state and loca_ \

levels, that they would be more responsive to our needs at those levels,
/Gand 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 ﬁbdified, some -- of dubious value to a pafticular state or

loc: .ty -- could and probably would be dropped.





