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SUMMARY FACT SHEET 

The President's Economic Program 

February 18, 1981 

Summary: President Reagan tonight presented to a Joint Session of the Congress a 
comprehensive program to bring about a recovery of the Nation's economy to reduce the 
burdens of high inflation, high taxation and over-regulation. The program calls for fundamental 
redirection in the role of the federal government, including: 

• Reductions in personal tax rates and business taxes; 

• Spending cuts and other measures to reduce the budget deficit; 

• Reductions in the burden and the intrusion of Federal regulations; and 
• A new commitment to a stable monetary policy. 

BACKGROUND: 

• Immediately upon taking office, President Reagan asked for a comprehensive audit of our 
Nation's economic situation. He described the findings in a Nationwide television address 
on February 5, 1981. Among the serious economic problems that he found upon taking 
office were: 

- Rates of consumer price inflation were 13.3% in 1979 and 12.4% in 1980, up from 4.8% 
in 1976. 

- Interest rates for short term credit had reached 20%, and home mortgage rates were 
over 15%, two and one-half times 1960 levels. 

- Almost eight million people were unemployed. 

- Under the previous Administration the Federal budget was out of control: 

• Estimates made in March 1980 of Federal spending in fiscal year 1981 were low by 
at least $50 billion, and estimates of the deficit were low by over $70 billion. 

• Recent Federal spending has been growing by about 16% per year. 

• Deficits this year are now expected to be around $80 billion, including over $55 
billion that shows up in the Federal budget and about $25 billion which is hidden in 
so-called "off-budget" programs. 

• The national debt is approaching $1 trillion. 

- The percentage of income paid by individuals in Federal taxes has doubled since 
1960 ·· all to pay the costs of expanding Federal programs. 

- Government regulation has expanded rapidly, adding to the cost of all consumer 
goods, impeding new industrial development, and substituting Washington-based 
decisions for those of individuals, businesses, and State and local governments. 



. • During his first few days in office, the President: 

- Took initial steps to bring government spending under control, including a freeze on 
government hiring and procurement, reductions in government travel, and reductions in 
the use of consultants and contracts. 

- Created a task force under the direction of the Vice President to coordinate efforts to 
reduce the regulatory burden, placed a freeze on new regulations, and withdrew 
certain regulations issued in the final days of the Carter Administration. 

NEW ACTIONS ANNOUNCED TODAY 

In his address to a Joint Session of the Congress and in detailed economic and budget reform 
messages, the President described his proposals and plans for: 

• The first round of major reductions in Federal spending. Additional spending reductions 
will be presented on March 10, 1981, in a full revision of the 1982 budget. Together, these 
proposals will reduce FY 1982 spending $41.4 billion below current policy levels, they will 
also result in $2.0 billion in user fees and $5.7 billion in off-budget cuts for a total of $49.1 
in savings . 

• A major reduction in individual and business taxes . 

• Additional measures to reduce the cost, burden and intrusion of government regulations. 

The principal effects of the President's program, if it is approved by the Congress, will be to: 

• Reduce inflation rates. 

• Reduce the nonproductive burden imposed by the Federal government, particularly 
. through regulations. 

• Reduce the heavy tax burden on the American taxpayer. 

• Reduce the size and role of the Federal government, and its intrusion in decisions that 
could better be made by individuals, businesses, and State and local governments. 

• Reduce interest rates for credit purchases and borrowing of money by reducing 
government borrowing made necessary to cover massive deficits. 

• Increase real incomes by spurring capital investment and enhancing productivity . 

The President's proposals are summarized below and described more fully in documents being 
sent to the Congress. 

BUDGET OUTLOOK WITH THE PRESIDENT'S BUDGET SAVINGS AND TAX REDUCTION 
PROGRAM. 

Official budget estimates showing the President's tax and budget savings proposals will be 
provided in the March 10th revision of the 1982 Budget. The table below provides a 
preliminary estimate of the renewed fiscal balance when the President's measures are fully 
implemented: 

~ 1982 ~ ~ 1985 100§ 

Proposed Outlay Ceilings 654.7 695.5 733.1 771.6 844.0 912.1 

Receipts with tax plan 600.2 650.5 710.2 772.1 850.9 942.1 

Target Deficit(-) or Surplus -54.5 -45.0 -22.9 +0.5 +6.9 +29.9 

Share of GNP 
Outlays 23.0 21.8 20.4 19.3 19.2 19.0 

Receipts 21.1 20.4 19.7 19.3 19.3 19.6 
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THE PRESIDENT'S BUDGET REFORM PLAN 

In his address to the Joint Session and in a detailed Budget Reform Plan sent to the Congress, 
the President described the first major steps in a comprehensive redirection of Federal 
Government activity including: 

• Cutbacks in lower priority Federal activities; 

• Sharply constrained overall spending levels; and 

• Dramatic shifts in internal budget priorities. 

A. Past Actions Have Contributed to Today's Economic and Budget Problems. 

The rate of increase in Federal spending has risen sharply over the past 25 years: 

• From 1955 · 1964: 
• From 1976 · 1981: 
• From 1979 · 1981: 

Average Annual Rate 
of Increase 

6.3% 
11.9% 
15.9% 

Spending increased even more rapidly than tax revenues, which were pushed up by 
inflationary movement of taxpayers into higher tax brackets. 

The results have included increased tax burden, reduced incentives for working, saving 
and investing and a slow down in the economy. As a result, Federal deficits and 
borrowing continue to increase. 

Also, national defense was underfunded because of the failure to control domestic 
program expansion. 

B. New Priorities. 

Achieving the President's budget savings targets will require an end to the proliferation of 
new Federal programs and a reversal of the trend toward greater Federal roles in econo· 
mic and social programs. The President's program stresses two overriding priorities: 

• Sufficient budget resources must be provided to rebuild the Nation's defense 
capacities; 

• The Social Safety Net of income security measures erected in the 1930's to protect 
the elderly (including cost of living protection for the elderly), unemployed, and poor, 
as well as veterans, must be maintained. 

Beyond these two priorities, all other Federal programs are being subjected to thorough 
scrutiny and widespread reduction. 

C. Criteria Used in Evaluating Programs and Funding Levels. 

Eight basic criteria have been used in evaluating and making decisions on all other 
programs: 

1. Entitlement Programs must be revised to eliminate unwarranted beneficiaries and 
payments. 

2. Subsidies and benefits for middle and upper income levels must be reduced. 

3. Allocable costs of government programs must be recovered from those benefiting 
from the services provided, such as airports and airways, inland waterways and Coast 
Guard services to yacht and boat owners. 

4. Sound economic criteria must be applied to economic subsidy programs such as 
synthetic fuels, Export-Import Bank loans, and subsidized loans. 

5. Capital investments in public sector programs - such as highways, waste treatment 
plants and water resource projects - must be stretched out and retargeted. 
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6. Fiscal restraint must be imposed on programs that are in the national interest but are 
lower in priority than the national defense and safety net programs. Examples 
include NASA, National Science Foundation, and the National Institutes of Health, 
which would be allowed to grow at lower rates than planned. 

7. Large numbers of categorical grants must be consolidated into block grants 
permitting less Federal administrative overhead, greater flexibility for State and local 
governments, greater efficiency in management and reduced overall costs. Examples 
include elementary and secondary education, and health and social services. 

8. Federal personnel and overhead costs, and program waste and inefficiency must be 
reduced. -

D. Major features of the President's Program 

Major features of the President's program include: 

• A $41.4 billion reduction in FY 82 outlays compared to the current policy base, 
together with $2.0 billion in user charges and $5.7 billion in off-budget outlay 
reductions for a total of $49.1 billion in fiscal savings. 

• A dramatic downward shift in Federal spending growth rates, bringing the 16% trend 
of the recent period to about 7% over the next several fiscal years . 

• ·A steady reduction in the Federal deficit, resulting in a balanced budget in 1984 and 
modest surpluses thereafter. 

• The first comprehensive proposal in more than a decade to overhaul the Nation's 
overgrown $350 billion entitlements system. Proposed revisions of food stamp, 
extended unemployment benefits. trade adjustment assistance, student loans, various 
secondary social security benefits. medicaid and other entitlement programs would 
save $9.4 billion in fiscal year 1982, with savings growing to $18.9 billion by FY 86. 

• Substantial cutbacks or actual elimination of non-essential or ineffective Federal 
programs, including CET A public service jobs, AMTRAK, energy technology 
commercialization programs, impact aid, and Federal support for the arts. 

• Proposed consolidation of nearly 100 narrow categorical grant programs into a few 
flexible block grants for State and local support of education, health, and social 
services. Savings by FY 1983 would exceed $4 billion. 

• Sharp reductions in direct Federal subsidies for synfuels development, Export-Import 
Bank activities and the dairy industry, along with a substantial stretch-out of funding 
for highways, airports, sewage treatment plants and water projects. 

• Increased user fees for barge operators, airway system users and commercial and 
recreational vessels. 

Specific program reductions proposed in the President's Budget Reform Program are 
listed by department and agency in the attached 1 O page table. This table shows 
esimated reductions in budget authority and outlays, as well .as increased receipts from 

I 

user charges, for fiscal years 1981-1986. 

E. A Stronger National Defense within Restrained Overall Spending Levels. 

The President has decided that budget resources must be devoted to national defense to 
improve and sustain the readiness of U.S. forces and to increase their ability to deter and, 
should deterrence fail, to prevail in response to aggression against U.S. interests. The 
defense budget has been reviewed closely to achieve cost savings .. Part of the defense 
growth will be financed by the savings that result from increased efficiency and reductions 
in travel and other marginal activities. · 
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F. 

The President has also decided that Federal spending growth must be held to 6% in FY 
82 and that similar restraint must be exercised in future years. To provide $7.2 billion 
extra for defense in 1982, overall spending levels must be reduced by $41.4 billion or by 
6% from the current policy base. 

The 83 major policy and program changes described in the President's Budget Reform 
Plan and listed in the appendix to this Fact Sheet provide most of the savings required in 
FY 1982, with larger reductions in future years. In summary, the President's Budget 
Savings Plan would provide the following: 

Outlays Fiscal years ($in Billions) 
1.e.a1 iaeg 1.e83 ~ ie.aQ lea§ 

Existing budg~t stat!.!§ 
Current policy base 657.8 729.7 792.1 849.0 911.4 972.8 
Added Defense funds 1.3 7.2 20.7 27.0 50.2 63.1 

Current policy base 
with adequate defense 659.1 736.9 812.8 876.0 961.6 1035.9 

Pr~sident'§ Budget Plan 
Proposed spending ceiling 654.7 695.5 733.1 771.6 844.0 912.1 
Budget savings target 4.4 41.4 79.7 104.4 117.6 123.8 

Pr~sid~nt's Budg~t Sgvings PrQl2QSSllS 
Actions recommended now 
or to be included in March 
Budget Revisions: 

Budget Outlay reductions 4.8 41.4 58.5 73.7 86.6 95.8 
User charges (receipts) (2.0) (2.6) (3.0) (3.5) (3.9) 
Off-budget outlay 

reductions ill_ ..1§:Z1 .JI& ~ l11Jl (1 ;3.1} 
Subtotal (5.5) (49.1) (68.5) (85.9) (101.2) (112.8) 

Budget savings to be 
proposed subsequently 21.2 30.7 31.0 28.0 

Th~ Resulting Shif:t in Sg~nging. 

The shift in government spending priorities as a result of the rigorous review conducted 
by the President and the Cabinet is shown in the tables below: 

(Dollar amounts in billions) ~ ~ ~ 

Department of Defense-Military ............................ 46.8 157.9 249.8 
Safety net programs .............................................. 26.2 239.3 313.0 
Net interest ............................................................. 6.9 64.3 66.8 
All other ........................................ , ......................... : wg 142.0 

Total ........................................................................ 106.8 654.7 n1.6 

Outlay Shares (Percent) 

Department of Defense-Military ............................ 43.8 24.1 32.4 
Safety net programs .............................................. 24.5 36.6 40.6 
Net interest ............................................................. 6.4 9.8 8.6 
All other .................................................................. 25.2 ~ 18.4 

Total ........................................................................ 100.0 100.0 100.0 
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G. The First Step in Budget Reform. 

The Budget Reform Message forwarded to the Congress is the first step in the President's 
program to reduce budget deficits. The reform package provides details on 83 major 
policy and program actions to achieve budget savings. These major actions are being 
provided now to permit the Congress to begin work immediately and meet its schedule for 
reconciling fiscal year 1981 spending levels and setting the course for fiscal year 1982. 

H. The Fully Revised 1982 Budget. 

On March 10, 1981, the President plans to submit his fully revised 1982 budget to the 
Congress. This new budget will provide details- on the additional 1981 and 1982 budget 
savings that are needed to achieve the President's goal of a $41.4 billion reduction in 
1982 outlays below the current policy base. 

THE PRESIDENT'S PROPOSAL TO REDUCE TAXES 

President Reagan's plan for reducing taxes proposes: 

• Reducing individual tax rates by 10% a year for 3 years. 

• Increasing the incentive for productive investments by business and industry in new plant 
and equipment by allowing more rapid write-off of recosts of investments. 

A. Reducing individual income tax rates. Tax rates will be reduced by 10% effective July 1, 
1981; a second 10% on July 1, 1982; and the third 10% on July 1, 1983. 

The net effect will be a 5% reduction in 1981 individual taxes, a 15% reduction in 1982 
taxes, a 25% reduction in 1983 taxes and a 30% reduction in 1984 taxes. • 

1. Background. Individual tax burdens have been increasing steadily over the past few 
years as inflation pushes individuals into higher tax brackets and social security tax 
rates have increased. This has reduced the incentive to work and the ability to save. 

2. Effect on tax rates. At present, under each of the four taxpayer rates schedules -· 
joint, single, married filing separately, and head of household •· individuals pay tax at 
marginal rates ranging between 14% and 70%. When the tax cut proposed by the 
President is fully implemented, rates will range between 10% and 50%. 

3. Implementing the tax reductions. Under the President's proposal, reductions will begin 
July 1, 1981. At that time, withholding will be r~uced by roughly 10% for individual 
taxpayers. 

4. Expected effects. The cut in tax rates will provide individuals greater incentives for 
productive employment and for savings. Also, reduced tax rates will make tax shelters 
less attractive and productive investments more attractive. Thus, cuts in individual 
taxes are expected to contribute to increased investments that will expand the 
productive base of the economy and create more iobs. 

B. Encouraging Produ.ctive Investments by Business and Industry. 

The second major part of the President's tax proposals ·· called the Accelerated Cost 
Recovery System -· would establish a new system for treating investments by business and 
industry. This system will determine the periods of time over which the costs of 
investments can be "recovered" or "written off" when calculating taxes. The system will 
result in fixed periods, known in advance, over which the cost of investments in particular 
plant and equipment can be charged off as expenses of doing business and thus 
deducted from gross income before calculating taxes. 
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1. The New System. 

Most business property will, for purposes of calculating taxes, fall into one of the three 
write·off periods listed below. An accelerated costs recovery schedule is provided for 
each. 

- 3 years: This class consists of autos and light trucks and machinery and equipment 
used for research and development. Expenditures can be written off in 3 years: 
33% in the first year, 45% in the second year, and 22% in the third. An investment 
credit of 6% will also appy to this class, up 2·2/3 percentage points from present 
law for property written off in 3 years. 

- 5 years: This class consists of other machinery and equipment, except for certain 
long.lived public utility property. After a phase·in period, the original cost of 
additions can be written off according to an accelerated 5-year schedule: 

• 20% in the year acquired. 

• 32% in the 2nd year. 

• 24% in the 3rd year. 

• 16% in the 4th year. 

• 8% in the 5th year. 

The full 10% investment credit will be allowed for this class. 

- 10 years: This class consists of factory buildings, retail stores, and warehouses 
used by their owners; and public utility property for which present guidelines exceed 
18 years. The accelerated schedule for deductions is as follows: 

• 10% in the 1st year • 10% in the 6th year . 

• 18% in the 2nd year. • 8% in the 7th year. 

• 16% in the 3rd year. 6% in the 8th year. 

• 14% in the 4th year • 4% in the 9th year. 

• 12% in the 5th year 2% in the 10th year. 

As in present law, the 10% investment credit applies to public utility property in this 
class, but is not generally available for real property. 

Specific depreciation periods, not requiring subsequent audit, would be established for 
write-off of other depreciable real estate ·· on a straight line basis (i.e., the same % 
share of the original cost each year). These are: 

- 15 years: for other nonresidential buildings, such as offices and leased stores and 
for low·income housing. 

- 18 years: for other rental residential structures. 

2. Effective Dates. 

The new system would be effective for property acquired or placed in service after 
December 31, 1980. A 5·year phase in period would provide progressively shorter 
recovery periods for long-lived machinery and buildings acquired before 1985. 

3. Principal Changes from the Current System. 

The proposed new capital recovery system improves upon the current system in several 
ways. Specifically, it would: 
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• Substantially increase the incentive for business investments for increased productivity, 
higher real wages, and sustained economic growth. 

• Provide the basis for creating new jobs. 

• Improve U.S. competitive position in world markets. 

• Reduce the accounting and tax planning burden for taxpayers, by replacing the 
current, complex concepts such as "useful life" and "facts and circumstances of the 
anticipated use" which require estimates by taxpayers and later audit by IRS agents 
and which result in years of dispute and litigation. 

• Reduce the auditing burden on the Internal Revenue Service. 

Details of both tax proposals are being provided in material released by the Secretary of 
the Treasury. · 

C. Estimated Receipts with the Tax Reduction Program. 

The table below shows current estimates of receipts and taxes as a share of GNP -
before and after the President's Tax reduction program: 

Na! 
Current law receipts 609.0 

Individual Income tax 
reductions -6.4 

Depreciation Reform -2.5 

Proposed user charges 

Receipts with new tax 
policy 600.2 

Share of GNP 
Current Law 21.4 

After tax reduction 
program 21.1 

ieag 

702.4 

-44.2 

-9.7 

2.0 

650.5 

22.0 

20.4 

Fiscal years ($ in Billions) 
~ ~ ~ 

807.6 917.2 1033.2 

-81.4 -118.1 -141.5 

-18.6 -30.0 -44.2 

2.6 3.0 3.5 

710.2 772.1 850.9 

22.4 22.9 23.5 

19.7 19.3 19.3 

THE PRESIDENT'S PROGRAM TO REDUCE REGULATORY BURDEN 

1002 
1159.8 

-162.4 

-59.3 

3.9 

942.0 

24.1 

19.6 

In his address to a Joint Session of the Congress, the President reviewed the actions taken 
since January 20th and new steps to reduce the burden, cost and intrusion of government 
regulatory efforts that are unnecessary, duplicative, inefficient, ineffective, or simply not 
justified on the basis of benefits. 

A. Actions Taken Since January 20th. 

The actions taken by the President since January 20th include: 

• Creation of a Task Force on Regulatory Relief on January 22, 1981. The Task Force 
is chaired by .the the Vice President and has seven cabinet-level members . 

• Termination o_n January 29, 1981, of the Council on Wage and Price Stability's 
wage-price standards program which has been ineffective in halting the rising rate of 
inflation, has proven unnecessarily burdensome and a waste of taxpayer money. 
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• Postponement of regulations on January 29. The President requested the heads of 
12 departments and agencies to postpone, to the extent permitted by law, the 
effective dates of regulations that would otherwise become effective before March 29, 
1981, and to refrain to the extent permitted by law from issuing new regulations 
during that same 6o-day period. 

• Withdrawal or modification of regulations. In response to the President's request for 
a close review of existing and proposed regulations, the Secretaries of Education, 
Transportation, Labor and Energy, and the heads of EPA and OMB already have 
modified or revoked a number of regulations. 

B. New Actions Announced by the President. 

The President announced two additional actions in his continuing program to reduce 
unnecessary regulation. These are: 

• Issuance of an Executive Order designed to improve management of the Federal 
regulatory process. 

• Integration of the goals of regulatory relief with paperwork reduction, principally as is 
carried out under the recently enacted Paperwork Reduction Act of 1980 which 
provides, in effect, for OMB review of most regulations. 
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I-' 
0 

l • liudget Authority and Outlay 

Ch.111ge11 from Currenl 11.tse 
Summary T11ble ot lluJget Authority Hnd Out l.1y Savln!(e by Agency 

anJ lncrease11 to Governmental Receipts 
FY 191!1 - 1 'Jl!b 

On millions of dol lart1) 

Savings 

191!1 I 9H:.! 198) I 9H4 19115 
___!L 0 BA 0 BA 0 RA 0 BA 0 --- --- --- --- --- --- ---

l>eeartment of Agriculture 
Dairy price supports 

(Commodity Credit 
Corporation) ••••••••• 138 1.0~5 I ,614 1 ,1187 2,263 

food Stampe ••••••••••• 150 150 I ,828 1,822 2 ,012 2,004 2,462 2,451 2,636 2,624 
Child Nutrition •••••• , 145 42 I ,657 1, 57 5 1,800 1,709 1,934 1,835 2,046 1,940 
Rural t:lectrification 
Administration (off-
budg~t)•••••••••••••• (38) (38) (1,142) (I, 142) (2 ,328) (2,328) (3,603) (J,603) (4,975) (4,975) 

(Loan guarantee 
commitments),,,,,, ( 187) (5,495) 0,935) (6,405) (6,925) 

Farmers Home Admin ••• , 30 105 30 179 105 255 179 331 
(Direct loan 
obligations),,,,,, ( 565) (2,354) (2,354) (2,354) (2;354) 

Alcohol Fuels/lilomass 
Loans !/ ............. 505 46 94 l 4 3 

Subtotal ••••••••••• -eOci --w6 J,485 4-;7i9T 3,842 5,509 4;501 6,432 4,ii6t 7,1TI 

ueeartment of Commerce 
Economic and Regional 

Development (including 
Appalachian Regional 
Commission 2/),,,,,,. 502 24 769 440 854 644 934 755 1,010 882 

National Oce;nic and 
Atmospheric Admin •••• 9 6 152 69 202 1411 238 216 250 253 

Subtotal ••••••••••• -m --3-0 -rn --so9 I.CITT -m I;TI1 --m- 1,165 1,ili 

Oep<Jrtm.,nt of Defen11e-Hllitarl 
Personnel •••••..••.••• 68 68 2,387 2,Jl!7 3,736 3, 736 4, I 52 4, I 52 4,)b9 4,369 
ProgrJm and all olher, 360 :.1110 840 530 I, 360 1,050 2, 180 1,700 2 ,Ht,O 2,400 

~ubcotal ••••••••••• ~ -m . ) ,2Zl 2. 917 -5,096 -4. 786 -b,JJ2 5;BTI 7. 2:?9 &-;769 

Item 
I 911b Tota le 

RA 0 BA 0 ---

2,727 9. 7 24 
2. 771 2. 759 11 ,A59 I I ,AIO 
2 I 158 2,045 9,740 9, 146 

(6,450) (6,450) (IA,~36)(18,~36) 

(7,480) (32 ,427) 
2 55 407 569 I ,307 

(2,354) ( 12,J35) 

3 505 153 

5";T84 7,94T 22,673 32, 140 

1,085 997 5, I 54 3,742 

241 223 I ,092 915 

1,326 1;226 6:-246 4,ill 

4. 544 4. 'i44 I 9,2Hl 19,2'>6 
3. 5fi() J,OLlO 11, 160 R,9n0 

-11-;1()4 ~44 JO, 4 lb IP-;-216 



Su11111<1ry Table (can't) 
(ln rallllons of dol lan) 

I tcm 
1981 1982 1981 19R4 19H5 1986 TotalH 

BA 0 BA 0 BA 0 BA 0 RA 0 RA 0 BA 0 --- --- --- ---
Dcedrtraent of Education 

Elementary and 
Secondary Grants 
Consolidation •••••••• 1,498 106 I, 761 I ,217 1,998 1,766 2,166 2,051 2,617 2,272 10,240 7,412 

School Assistance in 
lo Federally Affected 
Areas (Impact Aid) ••• 67 82 474 450 521 500 567 551 608 584 612 611 2,871 2,781) 

Vocational Education •• 216 220 242 242 259 252 277 269 294 281 l, 108 1,266 
Student Assistance •••• 138 106 1,016 803 1,659 1,499 1,857 1,808 2,074 2,019 2,287 2,2ll 9,211 8,468 
National Institute of 

Education •••••••••••• 20 22 22 20 23 20 25 21 27 22 117 105 
Institute of Museum 
Services ••••••••••••• 12 2 14 12 15 13 16 14 18 16 19 18 94 75 

Subtotal ••••••••••• --,-rr ~ 3,258 l:6i1" 4,222 3,491 4,720 T.iiTI 5,368 4,960 5,876 --r,44T 23,861 20, 106 

De[!artracnt ot;. Enerin'. 
Synthetic Fuels ••••••• 545 275 1,028 864 1,064 859 362 / b76 140 224 25 256 l, lb4 1, I ';4 

I-' Fossil Energy ••••••••• 10 59 373 361 522 4ll 605 549 676·· 657 602 604 2,848 2,661 
I-' Solar Energy •••••••••• 99 79 363 165 428 414 372 406 130 110 275 275 I ,867 1,R69 

Other Energy Supply ••• 148 37 186 156 178 171 178 170 169 158 176 161 1,015 861 
Energy Conservation ••• 254 66 617 310 • 597 611 427 589 174 413 373 371 2,702 2,182 
Energy Information and 

Departmental Overhead 13 3 18 27 62 62 67 67 13 13 78 78 111 110 

Energy Regulation ••••• 33 33 150 127 138 140 Ill 132 127 121 118 117 697 612 
Alcohol fuels 
Subsidy 1/ ••••••••••• 745 114 2CJ 13 15 15 15 745 201 

General Science ••••••• 5 4 40 29 45 43 61 61 72 72 84 84 307 293 

Subtot•l••••••••••• 1,912 
I 

-c;ro 2,855 2,268 3:<ffi" 2,752 2,203 2,665 T.%1 2,085 T.fJl 1, 965 ll,696 12 ,405 

Deeartment of Health and Human Services 
Social Security-

Hl.nlmum Benefits ••••• 50 1,000 1,100 1,100 l, 100 I, 100 5,4';0 
Disability Insurance. 65 550 1,175 1,700 2,225 2,750 R,465 
Student Benefits ••••• 20 700 1,200 1,500 1,700 1,700 6,820 

Aid to Families with 
Dependent Children ••• * * 520 520 670 670 722 722 795 795 824 824 1,511 1. 511 

Medicaid •••••••••••••• 353 100 1,237 1,013 2 ,211 1,986 3, 166 2,930 4, 181 l,916 5,318 5,021 16,468 14,966 
Health and Social 

Services grant 
Consolidation'!/••••• 2,697 2 ,540 l,148 2,993 l,512 1,147 l,861 '.l ,676 4,084 l,929 17,1?4 16,485 



...... 
N 

1981 
'BA 0 

ReRulatlon of Health Care 
l11Ju11try 
-ttcalth Planning ••••• 
-PSRO'S•••••••••••••• 

(rSRO obligations) •• 
National Institutes 
of Health 4/ ••••••••• 

Health Prof;BBions 
Education •••••••••••• 

Health Maintenance 
Organizations •••••••• 

National Research 
Service A.wards 
(ADAMHA) 4/•••••••••• 

Merchant s;amen 
(PllS) 5/••••••••••••• 

National Health Service 
Corps Scholarship •••• 

28 
6 

(38) 

126 

219 

37 

4 

39 

16 

10 
38 

54 

32 

6 

39 

3 

Department of Housing and Urban Development 

Sunmiary Table (con't) 
(in millions of dollars) 

1982 
BA 0 

100 
15 

( 119) 

197 

280 

24 

110 

31 

62 
117 

145 

126 

18 

4 

110 

14 

1983 
RA 0 --- ---

168 
19 

(136) 

373 

309 

57 

183 

45 

87 
134 

336 

221 

27 

4 

183 

37 

Planning Assistance.... 34 3 37 26 39 36 
Rehabilitation Loan 
Fund•••••••••••••••••• 

Neighborhood Self-Help 
Development ••••••••••• 

Co.aunity Development 
Support Assistance •••• 

Subsidized Housing 
-program level •••••••• 
-rent contributions ••• 

Public Housing 
Modernization ••••••••• 

Solar Energy and 
Conservation Bank ••••• 

130 

8 

-I 

500 

( 300)** 

121 

63 

4 

I 
9 

47 

130 

10 

584 

800 

132 

191 

9 

12 

10 
232 

149 

134 

11 

678 

3,026 
4,574 

800 

141 

210 

10 

67 

39 
538 

137 

1984 
RA 0 

180 
27 

(215) 

512 

336 

66 

6 

194 

54 

42 

138 

11 

837 

3,440 
5,587 

800 

150 

159 
212 

468 

260 

50 

6 

194 

45 

39 

211 

11 

271 

95 
1,018 

20 

147 

1985 
BA 0 

190 
29 

( 227) 

628 

361 

69 

6 

205 

65 

44 

140 

12 

882 

3,437 
6,066 

800 

158 

188 
223 

584 

297 

61 

205 

54 

41 

213 

II 

702 

223 
l. 748 

60 

I S7 

1986 
BA 0 

199 
11 

(238) 

726 

385 

72 

7 

215 

80 

46 

142 

12 

926 

3,624 
6,269 

800 

166 

197 
234 

682 

313 

73 

6 

215 

65 

44 

214 

12 

Al4 

371 
2,445 

100 

162 

Item 
Totals 

BA 0 

86') 
127 

(973) 

2,562 

1,890 

325 

]) 

946 

291 

242 

Al4 

64 

3,907 

17 ,06) 
27,912 

4,000 

8611 

701 
95fl 

2,269 

1,249 

235 

26 

946 

218 

11:19 

l, 102 

57 

1,1166 

7)9 

5,990 

180 

799 



Su .. ary Table (con't) 
(ln •llllon• or dollar•) 

lte• 
1981 1982 198] 1984 198S . 1986 TotRle 
~ _o_ __!!_ 0 __!!_ __!_ BA _L BA 0 BA 0 BA 0 ---

De2art•ent or the Interior 
Improved targeting of 
con•er•ation eapend-
lture••••••••••••••••• sn 91 S66 270 Sl2 286 46S l6S 471 ]49 60S 403 l,192 1,764 

Youth Coa•ervation 
eor,. ••••••••••••••••• .S6 S2 60 S9 60 60 60 60 60 60 60 6~ lS6 lSI 

Subtotal, ••••••••••• ---.zf -m -m -m -s7I ---ni -m -m -m ---io; --m ---ur "'T,lti -r.rn 

De2art•ent of Labor 
Une•plo,.ent ln•urance-
!&tended Benefit•••••• 400 S2l 700 1,231 100 471 100 196 100 284 200 287 2,200 2,998 

Une11plo,.ent lnaurance-
Work Te•t••••••••••••• 28S 28S 272 264 I, I Oft 

Une•plo,.ent •C•pen-
••llon ror ··-••r•lce 
•e•ber1 •• ~•••••••••••• 60 60 17S 17S 17S 17S 181 II I Ill 18] 183 18] 9S7 9S7 

Trade AclJu•t•eat 
A••l•t•nce •••••••••••• l, 150 I, ISO 760 760 ]80 380 380 380 380 380 l,OSO l,OSO 

1--' C:O.prehenalve Employ-w 
•ent and Trainln1 
(CETA)•••••••••••••••• ISl 6lS 4,644 J,S66 4,ZJ6 4,07J 4,S78 4,408 4,946 4,762 S,341 S, 143 23,191 22.S87 

Youag Adult Conaer-
•atlDft Corp••••••••••• Sl 250 179 2S6 241 262 262 269 268 27S 274 1,312 1,214 

Federal .. ployee• i•Jury 
~peaaatlon (RCA) ••• 102 102 114 114 126 126 Ill Ill ISi ISi 631 631 . 
Subtot•l••••••••••••~ a.m ""'f;OTI' -;;;m T."ITT "T.i12' 5-;m -r.m T,Oi6 T,111 T.TIO T.ifi 12;0ti n:m-

De2art-.int or Tran•!!rtatloa 
Federal Highway 
Con•tructlon •••••••••• l,J90 244 1,964 1,211 2,S46 1,700 l,243 2,088 l,437 2,214 12,SIO 7 ,477 

Urban HaH Tran•portatloa• . 
Capital Crant•••••••• 210 Jl 950 270 1,047 S4S 1,220 97S 1,3611 1,214 1,497 1,480 6,292 4,SltS 
Operating Sub•ldl•••• 103 96 Sil 2S6 l ,OS9 600 l,S211 I ,Oil 1,626 l,lS6 4,1197 1,391 

Alrport Conatructlon ••• 272 120 2SO 140 271 161 lOS 196 130 219 371 239 1,106 l,07S 
NITllAl Sub•ldle1, •••••• 2S 2S Ul l2S 606 48S 760 "' 964 904 l,OS6 1,050 1,1942 1,477 
Nort.laeHt Corridor 

l•prove .. nt. Project ••• 2S 281 9S -ll 114 20 SI IS 2S :uo ]10 
Lav vol1111e railroad 
branc~ lln•••••••••••• 80 • 88 l2 96 62 104 AO 112 !Pl 119 110 '99 ,,, 

llt11Nay Safety Crenu •• 167 16 12S · 112 lllt Ill 162 ISO l71 an 770 S79 
Cooperative Automotive 
Reaearch Pro1r•••••••• 12 6 ll 9 14 ll n 14 " 14 17 " "7 71 

Subtot•l •••••••••••• ---,-,., --zn -:r;ntr l;TlT -.-;ns 'T."959 -,;;n;7 ""T;'Q7 -r,rnr "T,'lr7TJ -,r,itJT """fi";'fiW TI'";'Tin ~ 



.'1. 

su ... Bry Table (con't) 
(ln •llllon• of dollar•) 

lte• 
1981 19R2 19Rl 19R4 !'JR'S 1986 Totnla 
~ --L IA --L __!!_ _JL_ BA __ o_ -.!!L __ o _ __!!_ 0 ~ --L 

Other lndeeendent A1encle1 
EPA Wa•t• Treataent 
Gr•nt••••••••••••••••• l,000 l,610 12S l,S40 l,04S l,R60 1,970 2,170 1,960 2,46S l,9SO 12,60 1 .u~o 

NASA••••••••••••••••••• 7S 60 330 241 248 334 -90 86 -190 -156 -200 -124 ·27 UI 
Civil Aeronautic• 

lloard-Airllne 1ub•ldy. S6 so 64 64 54 S4 34 34 2 2 210 204 
Corporation for Public 
Broadca•ting •••••••••• 43 4] 52 52 73 73 98 98 111 111 377 177 

Export-l•port lank ••••• 750 60 l,910 410 2,llO 990 2,2SO 1,380 2,410 1,600 2,S60 1,710 12,060 6,ISO 
Foreign Aid (FAP) •••••• 616 IS l,154 402 20S 514 2,5ll 1,06] 2,971 l ,527 1,187 1,827 II, lSl S,48R 
Natl1tn11l Coaau•er 
Cooperetlve lank •••••• 91 12 ll6 1211 160 152 llS 1711 llS 17S 200 190 9S7 905 

Matlonel !ndo..aent for 
the Arta/Hua1nltle1 •• l6S 115 1116 Ill 20] 19] 222 22l 2l9 211 I ,OIS 86] 

National Science 
Foundetlon •••••••••••• 6] 26 66 u 90 II 120 109 15] 141 Ill lS5 67S S27 

Off Ice of Par1onnel Ka1Y1 .. ent • 
ln1tltutlon of ann ... l 
COLA •••••••••••••••••• 551 SlO 472 424 430 ]89 416 ]66 417 167 2,29] 2,0S6 

Poatal Serwlce Subaldle1 250 250 632 632 690 690 765 7"5 779 779 779 779 l,19S l,89S 
Student Loan Harketln1 
A1aoclatlon (off-
buctaet) ••••••••••••••• (l ,921) (2,500) (l,000) (l,500) (4.ooo> --- (14 I 92l) 

~ Water leeource Dewelopment . 
.I:" 

Con•tructlon pro1r•••• 95 90 ]40 ]]7 ~45 SU 515 514 21S 217 1,710 I, 702 
Corp• of Enalaeer•••• (-) <-> (50) (50) (29,6) (296) (415) (415) (439) (419) ( 179) .(179) ( 1,U9) (I ,U9) 
Water 6 Power leaource• 
Serwlc•••••••••••••• (-) (-) (]5) (]5) (21) (21) (43) (43) (57) (57) (20) (20) (Ill]) ( IR1) 

Soll eon .. r••tlon 
lerwlc•••••••••••••• (-) (-) (lO) (5) (16) (IJ) (17) (16) (It) (II) ( 16) (ll) (71) (70) 

u.1. lallwar Aaaoelatlo• i 
Coarall aubeldl••••••• -3501 -ISO 400 JOO sso sso· JOO 300 ISO 150 100 - 100 l,15'\ l.UO 

lubtotal •••••••••••• -r;l'IJ -m t;ftl T.m' T.HJ T.m T.B T.TK T.711 T.TIT Tir;lJI T.TIJ. u:m 1G.W 

Federal Perao11Del 
l .. ctloa DOt 
related to abowa 
re•uctloea •••••••••••• .. ]16 l,341 l,J4J 1.111 a.au 1,264 1,264 1,761 2,76] l,26] l,26l 11,112' II ,RH 

lffecte oa cl•lllen 
aaency ,., coeta of 
revleln1 the Federal 
Pay C:O.parebllltJ 
St• ... •rd•••••••••••••• 2,165 2,07' 2,tll 2,907 l.46] l,1'6 l,740 3,6911 l,990 l,1173 16,296 JS,911 

Hinerel Leaeln1 on 
Outer Coatlnental 
Shelf and Federal 

...... !'·············· 250 250 IOO IOO 2,000 2,000 l,100 1.100 l,500 '.1,500 l,"00 1,ioo ll,UD 11, I 50 
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Sunnary Table (con 1 t) 
(ln mllllona of dollara) 

1981 1982 1983 1984 198S 198& 
~ 

TOTAL. On-Budget Authority 
and Outlay Savinga.10.661 

···-·· 
Off-budget Item• -

Rural Electrlfica-
tion Ad•iniatra-
tlo•••••••••••••••• 38 

(Loan guarantee 
commitment•) •••• (187) 

Student Loan Marketing 
Association •••••••• 

TOTAL, Budget Author~ 
and Outlay Savinga.10,699 

Leaa than $SOO thousand 
Deferral 

0 BA 0 

4,767 S4,666 34,7S7 ·---- ...... ----·-

38 1,142 1,142 

(S,49S) 

1,923 

4,80S SS,808 37 ,822 

BA 0 RA 0 RA 0 

SB,810 S0, 109 69,082 61,J6S 76,618 70,232 ...... . ..... ····-· 

2,328 2,328 3,&03 3,603 4,97S 4,975 

(S,9JS) (6,40S) (6,92S) 

2,SOO 3,000 3,500 

61,138 S4,937 72,68S 67,968 81, S93 78,707 

The appropriatlona for the Alcohol Fuel• 111111 li011aaa proara•• are in the Depart•ent of the Treaa11ry. 
funds for the Appalachian Regional Comlllaalon are appropriated to the President • 

BA 

R2,6S4 

&,4SO 

(7,480) 

89, 104 

Soae of these aavin1• are to be derived frOll a1enctea ota;er than the Departiient of Health and ll1111an Servlcea. 
Eli•inatioa of National Research Ser.ice Awards la alao included ln National Inatltutea of Health reduction. 

0 

77,325 ....... 

6,4SO 

4,000 

87 ,775 

ltl!m 
Totals 

BA 0 --- ---
J52,491 296,555 -----·· . ..... 

18,SJ6 18,5J& 

(32,427) 

14,923 

371,027 332 ,014 

The .... vinaa to the Public Healtb Ser.lee vlll be partl~lly offset by addltlonal coats to the U.S. Coast Guard, ~he Merchant 
Marlae aad several other aa•acle•. 
Off .. t included for Depart ... t of Interior operatl111 coeta and ,.,..ate to states. 

··" 



11. Other Reductions to the Deficit 

(in ml llions of dollArs) 
1981 1982 1983 1964 1985 1986 

Black Lung Trust Fund reform••••••••••••••••••• 30 378 354 353 382 469 

Smaller reductions (for agencies listed above 
and for other agencies) that have been 
identified (outlays) •••••••••••••••••••••••• 6,300 8,000 l2 ,000 16,000 18,000 

Total, Other reductions to the budget 
deficit •••••••••••••••••••••••••••••••• 30 6,678 8,354 12,353 16,382 18,469 

Off-budget items: 
Slllaller reductions that have been identified. 706 2,617 2,565 2,603 2,637 2,615 

...... 
"' Total, Other reductions to the deficit, 

including off-budget items ••••••••••••••• 736 9,295 10,919 14,956 19,019 21,084 



111. lncrease1 to Co•ernmentsl leceipt1 
I 

Corps of Engineer1 
Inland Watervs1 User . Charge• 

Increase fuel tax to recover operation, 
•alntenance, and replacement cost• and 
capital cost• on nev vaterv•J••••••••••••• 

Transportation 
Coast Guard 

Phase-la fees for Coast Guard Ser.lee•••••• 
.... 
....... Federal Aviation Ad•iaistration 

lncreaae truat.fund taxes to cover all 
operating expen••••••••••••••••••••••••••• 

Subtotal••••••••••••••••••••••••••••••• 
Total, increa1e• to govel"Dllental 
receipt•••••••~••••••••••••••••••••• 

1981 1982 

100 

l,882 

l,982 

(in •llliona of dollar•) 
1983 1984 

258 

200 

2.1s9 

2,359 

2,617 

275 

JOO 

2.442 

2,742 

1985 

JOO 

400 

2.75J 

3,153 

3,453 

1986 

JIS 

SOD 

J, 104 

3,604 

3,91~ 



·t 

[V • Su1111ari effect• on the deficit 

(in allliona of dollars) 
1981 1982 1983 1984 1985 1986 

~lated outlay aavina• (Table !) •••••••••••••••• 4,767 34 ,7S7 S0,109 61,365 70,232 77 ,325 
>tber outlay reductions (Table 11) ••••••••••••• 30 6,678 8,354 12,353 16,382 18,469 

Total, effect on outlay•••••••••••••••• 4,797 41,435 se,463 73,71A 86,614 9s,794 

lncreaaea to aoveraaental receipt• (Table 111). 1,982 2,617 3,017 3,453 3,919 

Total, effect on the budget deficit •••• 4,797 43,41' 61,080 76,735 90,067 99,713 

Off-budget outlays liated above (Table I) •••••• 38 . 3,065 4,828 6,603 8,475 10,450 
Other change• in off-budaet eatitie• that have 

);; been ideetified (Table 11) ••••••••••••••••••• 706 2,617 2,565 2,603 2,637 2,615 

Total, off-budaet chaage••••••••••••••• 744 5,682 7,l93 9,206 ll, 112 13,065 

Effect on the deficit, includina effects on 
off-bud1et entiti•••••••••••••••••••••••••••• 5,541 49,099 68,473 85,941 101, 179 112.778 



Page 1 
"~ k.)-'-.~ ~'I 

v{ ~ ,,.r-~ February 17, 1981 
9-~ ~ O{;L Second Draft 

ty- Rf[ ,~ 

Mr. Speaker, Mr. President, Distinguished Members of ~'Lfl._ 
Congress, Honored Guests and fellow citizens: 

Only a month ago, I was your guest in this historic 

building and I pledged to you my cooperation in doing what 

is right for this Nation we all love so much. 

I am here tonight to reaffirm that pledge and to ask 

that we share in restoring the promise that is offered to 
~ 

every citizen by this, the "last, best hope of H+aB-." 
/l 

All of us are aware of the punishing inflation which 

has, for the first time in some 60 years, held to double 

digit figures for two years in a row. Interest rates 

have reached absurd levels of more than 20 percent and over 

15 percent for those who would borrow to buy a home. All 

across this land one can see newly-built homes standing 

vas;ant, unsold because of mortgage interest rates. 

Almost eight million Americans are out of work. These 

are people who want to be productive. But as the months 

go by, despair dominates their lives. The threats of layoff 

and unemployment hang over other millions, and all who work 

are frustrated by their inability to keep up with inflation. 

One worker in a Midwest city put it to me this way: he 

said, "I'm bringing home more dollars than I thought I could 
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pay la~ in those same 1972 dollars, he ~ 

$105: And i~~t_he~this. In the 

last fou~.Peaeral ~al taxes for the average family 

i~ ~y ~ percent) 

We can no longer procrastinate and hope things will get 

better. They will not. If we do not act forcefully, and 

now, the economy will get worse. 

Can we who man the ship of state deny it is_ out of 
'~ 

control? Our National debt is approaching $1 trillion. A 

few weeks.ago I called such a figure -- a trillion dollars 

incomprehensible. I've been trying to think of a way to 

illustrate how big it really is. The best I could come up 

with is to say that a stack of $1,000 bills in your hand 
. . 

only four inches high would make you a millionaire. A trillion 

dollars would be a stack of $1,000 bills 67 miles high. ~~(J 
~ The interest on our debt this year will b~lion. r . 

And unless we change the proposed spending for 

year beginning October Lst we' 11 add anothe~···almost 

to the debt. 
. I 

Adding to our troubles is a mass of regulations imposed 

on the shopkeeper, the farmer, the craftsman, professionals · 
(~~~tJ..,~~/ 

that~,($100 billion to the price of and major industry 

things we buy and reduces our ability.'to produce. The rate 

of increase iri American productivity, on~ighest in 

the world, is ..,.--among the lowest of all major industrial 
~ ~~-!~~-

nations. Indeed, it actually declined J.ast ye.a~ 

I 
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I have painted a grim picture but I believe I have 

painted it accurately. It is within our power to change 

this picture and we can act in hope. There is nothing wrong 

with our internal strengths. There has been no breakdown in 

the human, technological, and natural resources upon which the 

economy is built. 

Based on this confidence in a system which has never 

failed us -- but which we have failed through a lack of 

confidence, and sometimes through a belief that we could fine 

tune the economy and get a tune more to our liking -- I am 

proposing a comprehensive four-part program. I will now 

outline and give in some detail the principal parts of this 

program, but you will each be provided with a completely 

detailed copy of the program in its entirety. 

This plan is aimed at reducing the growth.in government 

spending and taxing, reforming and eliminating regulations 

which are unnecessary and counterproductive, and encouraging 

a consistent monetary policy aimed at maintaining the value 

of the currency. 

If enacted in full, our program can help America create 
13· \'~ 
~million new jobsi'three million more than we would without 

these measures. It will also help us gain control of inflation. 

It is important to note that we are only reducing the rate 

of increase in taxing and spending. We are not attempting to 

cut either spending or taxing to a level below that which we 

presently have. This plan will get our economy moving again, 

~ncrease productivity growth, and th~s create the jobs our 

people must have. 



bl:ld~et :Eo,i 1982"'""'1Jy Ei billiofl.... This will still allow an .,,,.,, 
increase of $¥o·ibillion over 1981 spending. 

I know that exaggerated and inaccurate stories about 

these cuts have disturbed many people, particularly 

those dependent on grant and benefit programs for 'their 

basic needs. Some of you have heard from constituents afraid 

that Social Security checks, for example, might b~ taken from 

them. I regret the fear these unfounded stories have caused 

and welcome this opportunity to set things straight. 

We will continue to fulfill the obligations that spring 

from our national conscience. Those who through no fault ·of 

their own must depend on the !est of us, the poverty stricken, . . 
the disabled, the elderly, all those with true need, can rest 

assured that the social safety net of programs 
,,.· -

of the more 

they depend .. • 

than 'f:.illion 

will supplemental income for the blind, aged and disabled. 

Funding will continue for veterans' pensions. 
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~ 
All in all, more t:hEm $ 216 billion in su:rltc :i!Q ~rB~l'. ma~ 

prcvicE:-ig help for tens of millions of Americans -- will be 
: / r r r. I 

__.,, -' ·---"'~ ·~ ~,...L. .. .......,~;, ,,, 

mai11ta i 1,ed at t:he-pre-s-e11 t g!.'owth 1 eveL But goverIL~ent will 

not continue to subsidize individuals or particular business 

i~~erests where real need cannot be demonstrated. And while .... 
'-: 
.~ 

\·;e will reduce some subsidies to regional and local government, 
l ,. 

we will at the same time convert a number of categorical grant 

programs into block grants to reduce wasteful administrative 

overhead and to give local government entities and States more 

flexibility and control. We call for an end to duplication 

in Federal programs and reform of those which are not cost-

effective. ~~~P.(7 

[Historically the American people have supported by voluntary 

contributions more artistic and cultural activities than all the 

other countries in the world put together~ I wholeheartedly 

support this approach and believe Americans will continue /their 
.$ ~s- v 

generosity. Therefore, I am proposing a savings of~ million 
" 

in the Federal subsidies'now going to the arts and humanities. 

There are a number of subsidies to business and industry 

I believe are unnecessary. Not because the activities being 

subsidized aren't of value but because the marketplace contains 

incentives enough to warrant continuing these activities •-H .. -~l 
L....'.:;~~~::..:..~~~___,..-......_~_.~ 

One such subsidy is the synthetic without a government subsidy. 

fuels program. We will continue support of research leading to 

development of new 

foreign oil, but we 

technologies and more independence from 
~~ 3.2 

can save $ @:-:-/ billion by leaving to 
r-
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private industry the building of plants to make liquid or gas 

fuels from coal. 

We are asking that another major business subsidy, the 

Export-Imp~rt Bank loan authority, be reduced by one-third in 

1982. We are. doing this because the primary beneficiaries of 

taxpayer funds in this case are the exporting companies 

themselves -- most of them profitable corporations. 

And this brings me to a number of other lending programs 

in which government makes low-interest loans, some of them for 

What has not been very well understood is that the Treasury 

Department has no money of its own. It has to go into the . 

private capital market and borrow the money to provide those 

loans. In this time of excessive interest rates the governmen~ 

finds itself paying interest several times as high as it receives 
..... 

fro:al.the borrowing agency. The taxpayers -- · your constituents --

of course! are paying that high interest rate "and it just makes 

all other interest rates'higher. 
.. ... .... ~ ... 

By t~rminaiv.ing the Econqmi~ Development ~dministration..w~ 
-~ ~ ~G·f~ / .r ~~IJ~-1~ 

can _save ~illion,..tn 19~2 and t:c billi~nf.n~llgh l!iWC we 

There is a lack of cons'istent and convincing evidence that. 

E.D.A. and its Regional Commissions have been effective in 

creating new jobs. They have been effective in creating an 

array of planners, grantsmen and professional middlemen. We 

.. believe we can do better just by the expansion of the economy 

and the job creation which will come from our economic program. 

.• 

... 
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The Food Stamp program will be restored to its original 

purpose, to assist those without resources to purchase ~ 

ff . . . . 1 f d . /, J' su icient nutr1t1ona oo • We will, however, save ~2.v· 
~ ~y t1f"i 

billion~by removing from eligibility those who are not in 

real need or who are abusing the program. Despite this 

reduction, the program will be budgeted for more than $10 billion. 

We will tighten welfare and give more attention to outside 

sources of ·income when determining the amount of.welfare an 

individual is allowed. This plus strong .and effective work 
~'>it . C' !'\ 0 

requirements will save·~ million next year. .;:JO(.,,,! 

I stated a moment ago our intention to keep the school 

breakfast and lunch programs for those in true need. But by 

cutting back on meals for childre~f families 
. 6 . ~ 

the savings will be '$1.l\. billion~ ,-y 
who can afford 

If l.:_~ ._·. __ rt"· to pay, 

Let me just touch on a few other areas which are 

-typical of the kind of reductions we have included in this 

economic package. The Trade Adjustment Assistance program 

provides benefits for.workers who are unemployed when foreign 

imports reduce the market for various American products 

causing shutdown of plants and layoff of workers. The purpose 

is to help_ these workers find jobs in growing sectors of our 

economy~ 'And yet, because these benefits are paid out on 

top of normal unemployment benefits, we wind up paying 

greater benefits to those who lose their jobs because of 

foreign competition than we do to their friends and neighbors 
.J24.A'l 

who are ~ off due to domestic competition. Anyone must 
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• 
agree that this is unfair. Putting these two programs on the 

same footing will save $1.15 billion~~~ ~· 

Earlier I m~de mention of changing categorical grants to 

States and local governments into block grants. We know of 

course that categorical grant program~ burden~ and~ ~ 
governments with a mass of Federal regulations and Federal 

pap~rwork. 

Ineffective targeting, wasteful administrativ~ overhead --

all can be eliminated by shifting 'the resources and decision-
5\-IJU f 11Na D 

making · authority to?; "'1. and ~government. This will 

also consolidate programs which are scattered throughout the 

Federal bureaucracy. It will bring government closer to the 
.t~J,;J..>~ 

people and will save f;;~bill~~n over the next five years • 
. 

· Our program for economic renewal deals with a number of 

programs which at present are not cost-effective. An example 
.,,... ... 

is Medicaid. Right now Washington provides the States with 

unlimited matching payments for their expenditures. At the 

same time we here in wa'shington pretty much dictate how the 

States_ will manage the program. We want to put a cap on how 

much the Federal Government will contribute but at the same 
. . 

time allow the States ·much more flexibility in managing and 

structuring their programs. I know from our experience in 

California that such flexibility could have led to far more ,,,,, 

l 

cost-effective reforms. This will bring a savings of $1 billion 

next year. 
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The space program has been and is ~mportant to_ America 

and we plan to continue it. We believe, however, that a 

reordering of priorities to focus on the most important and 

cost-effective NASA programs can result in a savings of a 

quarter of a billion dollars. 

Corning down from space to· the mailbox -- the Postal 

Service has been consistently unable to live within its 

operating budget. It is still dependent on larg~ Federal 

subsidies. We propose reducing those subsidies by $632 --
~ /9'4 ' . 

. ' 

b . # 
ecoming more /1 ~ IDO 

alf' -~ ~ 
million to press the Postal Service into ..., 

. 1711 , _ .. _ _,;~~ .. ~ 
~·1~8',,,. '~ ~ -;µ. >-..u '' 

The Economic Regulatory Admin.istration in the Department 

effective. 

--
of to convert to 

specific fuels. plan and 
' -

prior to decontrol it ran the oil price control program.: With 
,- .---::: 

these~regulations gone·we can save several hundreds of millions 

of dollars over the next few years. 

Now I·'m sure there is· one department you've been waiting 

for me to mention. That is the Department -of '" Defense. · It is 

the only department in our entire program that will actually 

be increased over the present budgeted f~gure. But even here 

there was no exemption: The Department of Defense came up 

with a number of cuts which reduced the budget increase 

needed to restore our military balance. 
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I believe my duty as President requires that I recommend 

increases in defense spending over the coming years. Since </--
' \ ' 

1970 the Soviet Union has invested $3p~ billion more in its ""? 

military forces than we have. As a result of its massive 

military buildup, the Soviets now have a significant numerical 

advantage in strategic nuclear delivery systems, tactical 

aircraft, submarines, artillery and anti-aircraft defense. 

To allow this imbalance to continue is a threat ~o_our 

national security. 

Notwithstanding our economic straits, making the financial 

changes beginning now is far less costly than waiting and 

attempting a crash program several years from now. Nevertheless, 

the Department of Defense will not be spared the obligation 

of making significant reductions over the coming years by 

I 
(J 

finding and eliminating waste and inefficiency in its existing 

pr:gr~ms.. These measures will save $~. 'f 'J'.:illion in 198r;;':J' Aq /f / t, "'-
u/ v IJ,.l..,·;i~~~-..) 
-~$~f.1-billion h¥ J..QQ-,C:: The aim will be to provide' the most 

effective defense for the lowest possible cost. 

We remain com.mi tted to the goal of arms limitation 

through negotiation and hope we can persuade our adversaries 

to come to realistic balanced and verifiable agreements. 

But, as we negotiate, our security must be fully protected 

· by a balanced and realistic defense program. 

Let me say a word here about the gene~al problem of 

waste and fraud in the Federal Government. The Department 
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(/ ,~, [, (,,..(. 

of Justice .ha-$ estimated that fraud alone may account for 

anywhere from 1 to 10 percent -- as much as $25 billion --
~ _, .... 

of Federal exoenditures for social Programs. If the tax r 
~ ~ / ~ I 

;_) • '- ._2_ < \ 'C r. 

dollars that are wasted or mismanaged are added to this fraud 

total, the stagge~ing dimensions of this problem begin to 

emerge. 

The Office of Management and Budget is now putting 

together an interagency task force to attack waste and 

fraud, and we are planning to appoint as inspector generals 

highly-trained professionals who will spare no effort to do 

this job. 

No administration can promise to immediately stop a 

trend that has grown in recent years as quickly as government 

-­expenditures themselves. But let me say this: waste and 

fraud in the Federal budget is exactly what I have called 

it before -- an unrelenting national scandal -- a scandal 

we are bound and determined to do something about. 

Marching in lockstep with the whole program of reductions 

in spending is the equally important program of reduced tax 

rates. Both are essential if we are to have economic 

recovery. It is time to create new jobs, build and rebuild 

industry, and give the American people room to do what they 

do best. And that can only be done with a tax program which 

provides incentive to increase productivity for both workers 

and industry. 

1 xi 
!' I 

I 
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Our proposal is for a 10 percent across-the-board cut 

every year for three years in the tax rates for all individual 

income taxpayers making a total tax cut of 30 percent. This 

three-year reduction will also apply to the tax on unearned 

inc~me leading toward an eventual elimination of the present 

differe~tial between the tax on earned and unearned income. 
~---------~~~----~~--.....--~~~---~~~~ 

( \, I had hoped we could make this retr active to January 1st 
I 

but the Federal deficit last September 

I / h~; 
-- ~-------­--------We also learned that retroactive i 

I 
i 
I 

l 
, 

tax. Their budgets, is tied to 

would work hardship on States where the tax i 
J 

/ 
_/ 

place, would be out of balance~·---------_::i~--~ 

···------~-Therefore, the effective starting date for these 10 percent 

personal income tax rate reductions will be July 1st of this 

year. 
L-r­

Again, let me remind you this 30 percent reductio!' 

while it will leave the taxpayers with $500 billion more in 

their pockets over the next five years, is actually only a 

reduction in the tax increase already built into the system. 

Unlike some past tax (quote, unquote) "reforms," this 

is not merely a shift of wealth between different sets of 

taxpayers. This proposal for an equal reduction in everyone's 

tax rates will expand our national prosperity, enlarge 

national incomes, and increase opportunities for all }';.rnericans. 

} 
; 
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.~~ 5~ 
Some will argue, I know, that a rodMeed tax rate~will 

be inflationary. A-s~i-i-d-~ economic ·experts-aoes not 

agree. ~IJ.d certainly tax cuts adopted over the past thre2-
l1J.tSf 

fourths of a century indicate 8'te economic experts are 

right. The advice I have had is that by 1985 our real 

production of goods and services will grow by 20 percent and 
s 30 i) 

will be $4Q...o. billion higher than it is today. The average 

worker's wage will rise (in real pu~chasing powe~) by~ 

percent and those are after-tax dollars. This, of course, 

is predicated on our complete program of tax cuts and .spending 

reductions being implemented. 

The other part of the tax package is aimed directly at 

providing business and industry with t~e capital needed to 
. . 

modernize and engage in more research and development. This 

will involve an increase in depreciation allowances and this 

pa~t-of our tax proposal will be retroactive to January 1st. 

The present depreciation system is obsolete, needlessly 

complex, and economically counterproductive. Very simply, 

it bases the depreciation of plant, machinery, vehicles, and 

tools on their original cost with no recognition of how 

inflation has increased their replacement cost. We are 

proposing a much shorter write-off time than is presently 

allowed. We propose a five-year write-off for machinery; 

three years for vehicles and trucks; and a ten-year write-

off for plant. 

i 
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..c-~ 
In ~~1d~ year 1982 under this plan business would 
~ 

acquire~~? ~~llion for investment and by 1985 the figure 
I")"~ 

would be,$~S""billion. These changes are essential to provide 
I--

the new investment which is needed to create ~ million S of 

new jobs between now and 1986 and to make A.~erica 

ccilipetetive once again in world markets. These are not 
,. +-- ,. t vr o,._.-.i..,,. "~ "-'lit+ A 

makework jobs, they are jobs ?-o= the future. ,.... 

I'm well aware that there are many other desirable tax 

changes such as indexing the income tax brackets to protect 

taxpayers against inflation. There is the unjust discrimina-

tion against married couples if both are working and earning, 

tuition tax credits, the unfairness of the inheritance tax 

especially to the family-owned farm and the family-owned 

business and a number of others. But our program for economic 

recovery is so urgently needed to begin to bring down inflation 

that I would ask you to act on this plan first and with 

great urgency. Then I pledge to you I will join with you in 

seeking ~hese additional tax changes at an early date. 

American society experienced a virtual explosion in 

government regulation during the past decade. 
7-.-

Between 1970 

and 1979, expenditures for the major regulatory agencies 

quadrupled, the number of pages published annually in the 

Federal Register nearly tripled, and the number of pages in 

the Code of Federal Regulations IH;1iiil:rly deablca-~ 
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~ The result has been higher prices ,s~ entriloj'FR9PL and 

1 ower ;orod uc ti vi t~erregu 1 at ion causes sma 11 and independent 

businessmen and women, as well as large businesses, to defer 

or terminate plans for expansion and, since they are responsible 

for most of our new jobs, those new jobs aren't created. 

We have no intention of disma~tling the regulatory 

agencies -- especially those necessary to protect the environment 

and to assure the public health and safety. However, we 

must come to grips with inefficient and burdensome regulations 

eliminate those we can and reform those we must keep. 

I have asked Vice President Bush to head a cabinet-

level Task Force on Regulatory Relief. Second, I asked each 

member of my Cabinet to postpone the effective dates of the 

hundreds of regulations which have not yet been implemented. 

Third, in coordination with the Task Force, many of the 

agency heads have taken prompt action to review and rescind 

existing burdensome regulations. Finally, just yesterday, I 

signed an executive order that for the first time provides 

for effective and coordinated management of the regulatory 

process. 

Although much has been accomplished, this is only a 

beginning. We will eliminate those regulations that are 

unproductive and unnecessary by executive order where possible 
~ ;... 

and cooperate fully with you on those that require legislation. 

i 
I 

I • 
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The final aspect of our plan requires a national monetary 

policy which does not allow money growth to increase con­

sistently faster than the orowth of goods and services. In 

order to curb inflation, we need to slow the growth in our 

:i.7loney supply. 

We fully recognize the independence of the Federal 

Reserve System and will do nothing to undermine that independence. 

We will consult regularly with the Federal Reserve Board on 

all aspects of our economic program and will vigorously 

pursue budget policies that will make their job easier in 

reducing monetary growth. 

A successful program to achieve stable and moderate 

growth patterns in the money supply will keep both inflation 

and interest rates down and restore vigor to our financial 

institutions and markets. 

This, then, is our proposal. "America's New Beginning: 

A Program for Economic Recovery." I do not want it to be 

simply the plan of my Aaministration I am here tonight to 

ask you to join me in making it our plan. Together, we can 

embark on this road not to make things easy, but to make 

things better. 

Can we do the job? The answer is yes. But we must 

begin now. Our social, political, and cultural, as well as 

our economic institutions, can no longer absorb the repeated 

shocks that have been dealt them over the past decades. 
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We are in control here. There is nothing wrong with 

J;.._,-nerica that we can't fix. So I'm full of hope and optimism 

that we will see this difficult new challenge to its end --

that we will find those reservoirs of national will to once 

2sain do the right thing. 

I'm s~re there will be some who will raise the familiar 

old cry, "don't touch my program cut somewhere else." 

I hope I've made it plain that our approach- h_as been 

even-handed; that only the programs for the truly deserving t[ 
------- - al· ~c?tS/ needy remain un tol)ched--.- ----e {) / 

,/"------'Already, some have protested there must be no reductio~ 
// of aid to schools. Let me point out that Federal aid to \ 

I J2istJ 

I 
education amounts to only -J:-e"' percent of total educational 

I 
funding. For this the Federal Government has insisted on a 

tremendously disproportionate share of control over ~atJ;f--

1 schools. Whatever reductions we've proposed in that~p~rc~nt 
will amount to very little of the total cost of education. It 

will, however, restore more authority to States and local 

school distric~s. --- -- -~-

The question is, are we simply going to go down the same 

path we've gone down before -- carving out one special program 

here and another special program there. I don't think that 

is what the American people expect of us. More important, I 

don't think that is what the~' want. They are ready to return 

to the source of our strength. 
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The substance and prosperity of our Nation is built by I wages brought ho~e from the factories and the mills, the 
11 

farms and the snops. They are the services provided in 

ten thousand corners of America; the interest on the thrift 

of our people and the returns from their risk-taking. The 

p:::oduction of lL·nerica is the possess ion of those who build, 

serve, create, and produce. 

For too long now, we 1 ve removed from our pe9ple the 

decisions on how to dispose of what they created. We have 

strayed from first principles. We must alter our course. 

The taxing power of government must be used to provide 

revenues for legitimate government purposes. It must not be 

used to regulate the economy or bring about social change. 

We've tried that and surely must be able to see it doesn't 

work. 

Spending by government must be limited to those functions 

which are the proper province of government. We can no 

longer afford things simply because we think of them. 

bziage L bi' $ 

harm to government's legitimate purposes and to our 

responsibility to all who need our benevolence. This, plus 
h~\P br-;~ 

the reduction in tax rates, will~- f!Gi!>'J.::_nd to inflation. 
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- • .~~~CL~,&A-k.u_~~~ 
~A"Jr~~~~~~~:~ 
economic recovery? Have they an alternative which offers a 

gYeater chance of balancing the budget, r~=~cing and e:iminating 

inflation, stimulating the creation of jo~s, and reducing 

the tax burden? And, if they haven't, are ~hey suggesting 

we can continue on the present course wi~~~ilt coming tc a day 

o:: rec}~c::ing in the very near future? __ '..p ~. / l~. 
~ ;.... ~, _t..v.~,..J 

If we don't do this, inflation~will ~~t an end to everything 

we believe in and to our dreams for the fLLure. -We do not 

have an option of living with inflation ar-d its attendant 

tragedy, of millions of productive people willing and able to 

work but unable to find buyers in the job ~arket. 

We have an alternative to that, a pro~ram for economic 

recovery, a program that will balance the budget, put us well 

on the road to our ultimate objective of eliminating inflation 

entirely, increasing productivity and crec~ing millions of 

new jobs. 

True, it will take time for the favo~able effects of 

our proposal to be felt. So we must begi~ now. 

The people are watching and waiting. They don't aemand 

miracles, but they do expect us to act. Let us act together. 

Thank you and good night. 
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President Reagan's Initiatives to Reduce Regulatory Burdens 

February 18, 1981 

Summary: President Reagan today announced the details of a far-reaching program to reduce 
the burden of Federal regulations and paperwork, and to reduce the intrusion of the Federal 
Government into our daily lives. 

BACKGROUND 

During the campaign, President Reagan promised swift action to ease the economic 
burden of government regulation . 

• Previous administrations have instituted programs to manage the regulatory process. But, 
despite these measures, regulations have continued to proliferate, often based on 
inadequate analysis of the costs and benefits that would result. 

• During the last month of the Carter Administration, regulatory agencies in the Executive 
Branch issued more than 150 final regulations. Of these so-called "Midnight Regulations," 
over 100 were scheduled to become effective within the next 60 days. Many of these new 
regulations impose substantial new burdens on the economy . 

• Often, the high cost of regulatory compliance is due to the cumulative effect on an 
industry of many agencies' rules, rather than to a single major rule. For example, at least 
five Federal agencies directly regulate the auto industry, and these five agencies are now 
considering more than 50 significant new auto rules. · 

• This year, the Federal government is forcing Americans to spend over a billion hours 
providing information to the government. 

ACTIONS TAKEN SINCE JANUARY 20 

Since taking qffice on January 20th, the President has taken a number of actions as a part of 
a broad effort to free the economy, wherever feasible, of the hidden tax of complying with 
Federal rules and paperwork requirements which do not contribute to the public welfare. This 
effort will also seek to assure that regulations essential to the goal of protecting the public 
health and safety achieve their goal in the most efficient manner. 

1. Task Force on Regulatory Relief 

President Reagan announced the creation of a Presidential Task Force on Regulatory 
Relief on January 22, 1981. It is chaired by the Vice President. The other members are 
the Secretary of the Treasury, the Attorney General, the Secretary of Commerce, the 
Secretary of Labor, the Director of the Office of Management and Budget, the Assistant 
to the President for Policy Development, and the Chairman of the Council of Economic 
Advisers. 



This Task Force has ongoing responsibilities which will be reinforced by the President's 
Executive Order on Federal Regulation. The Task Force will: 

• Review major regulatory proposals by executive branch agencies, especially those 
proposals that would appear to have major policy significance or where there is 
overlapping jurisdiction among agencies. 

• Assess executive branch regulations already on the books, especially those that are 
burdensome to the national economy or to key industrial sectors. 

• Oversee the development of legislative proposals in response to Congressional 
timetables (e.g., the Clean Air Act must be reauthorized this year), and codify the 
President's views on the appropriate role and objectives of regulatory agencies. 

• Seek to increase public awareness of regulations and their impact, including 
regulatory expenditures that do not show up in the Federal budget. 

• Make recommendations to the President on regulatory personnel and how to reform 
regulation through Executive Orders, agency actions, and legislative changes. 

2. Termination of CWPS's Wage-Price Program 

On January 29, President Reagan issued Executive Order 12288 terminating the Council 
on Wage and Price Stability's wage-price standards program. 

The Council on Wage and Price Stability (CWPS) was created in 1974 to study and 
encourage wage and price restraint, monitor inflation in the economy, encourage 
productivity, and review the inflationary impact of government programs and regulations. 
In 1978, President Carter directed CWPS to establish a program of "voluntary" wage and 
price standards. The Office of Federal Procurement Policy was ordered to issue 
regulations denying Federal contracts to violators of these standards. The CWPS staff 
grew from approximately 50 to 238 in 1979. As of January 20, 1981, employment was 
170. 

The CWPS program of wage-price standards proved ineffective in halting the rising rate 
of inflation. It proved to be an unnecessary burden on labor and industry, and a waste of 
taxpayers' money. 

About $1.5 million will be saved in 1981 by this action, employment in the Executive 
Office of the President will be reduced by about 135 people, and Federal requirements 
that businesses submit voluminous reports will be ended. Companies spent some $300 
million to comply with the reporting requirements alone of this program (more than 5,000 
company reports were submitted to CWPS). CWPS's small regulatory staff will work 
closely with OMB and the Presidential Task Force on Regulatory Relief to carry out the 
program of regulatory relief. 

3. Postponement of Pending Regulations 

On January 29, President Reagan requested the heads of 12 departments and agencies, 
to the extent permitted by law, to postpone the effective dates of regulations that 
otherwise would have become effective before March 29 and refrain from issuing any 
new final regulations during this same 60-day period. This suspension in the effective 
date of new regulations was to: 

• Allow the new Administration time to review the "midnight" regulations issued during 
the last days of the Carter Administration to assure that they are cost-effective and in 
concert with this Administration's policies. 

• Allow time for this Administration's appointees to come aboard and to become familiar 
with the details of the various programs for which they will be responsible. 
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• Allow time for this Administration, through the Presidential Task Force, to develop 
improved procedures for management and oversight of the regulatory process. 

The request was sent to the heads of the Departments of Agriculture, Commerce, 
Education, Energy, Health and Human Services, Housing and Urban Development, 
Interior, Justice, Labor, Transportation and Treasury, and the Environmental Protection 
Agency. 

With certain exceptions, the effective dates of all rules that would have become legally 
effective during the 60-day period have been extended. The Office of Management and 
Budget has received and has granted several requests for waivers of this regulatory • 
suspension. Most such cases involve regulatory actions necessary for economic activity 
to go forward. 

4. Initial Regulatorv Actions 

The program of regulatory relief is underway. Several cabinet departments and agencies, 
on their own initiative and in coordination with the President's Task Force, have taken 
action on several significant issues: 

• On February 2, the Secretary of Education withdrew the proposed bilingual education 
rules. These rules would have required all school systems to offer bilingual instruction 
to each child whose primary language is other than English. The Department 
estimated that the proposed rule could have cost up to $1 billion over the first 5 years 
of the program and an annual maintenance cost of between $72 million and $157 
million thereafter. 

• On February 9, the Secretary of Transportation proposed a one-year delay in a 
regulation which would have mandated the installation of passive restraints, beginning 
with large cars, in September 1981. The implementation of this regulation could have 
resulted in consumers paying as much as $800 more per vehicle equipped with air 
bags. Moreover, this requirement would have hit U.S. auto producers hardest. Before 
the government imposes additional costs on the consumer and puts an additional 
financial burden on an already troubled industry, it must be sure that such an action is 
warranted. A one-year delay will provide the opportunity for such an evaluation. 

• On February 9, the EPA asked the D.C. Court of Appeals to remand to it a rule setting 
noise emission standards for garbage trucks. This request set in motion a process in 
which EPA will review regulatory alternatives suggested by the garbage truck industry. 
During this review, EPA will not enforce any aspect of the rule. When the rule was 
issued, EPA estimated that it would cost $25 million annually to comply with the rule, 
most of which would be borne by municipalities. · 

• On February 12, the Secretary of Labor announced action on three major rules. 

- An. OSHA rule requiring that chemicals in the workplace be labeled was withdrawn 
for reconsideration. This rule, if issued in final form, would have cost between $643 
million and $900 million initially, and between $338 million and $473 million annually 
according to Labor Department figures. Lower-cost means of assuring worker 
protection will be sought. 

- New rules under the Fair Labor Standards Act were postponed indefinitely. These 
would have raised the salary levels used as tests, in part, to determine whether 
executives must be paid overtime. This would have cost employers over $50 million 
annually, wou.ld have reduced employment opportunities, and would have raised 
prices, especially in the fast foods industry. 

- The implemer.tation of new rules under the Service Contract Act was postponed. 
These rules would have extended Davis-Bacon "prevailing wage" principles to 
those timber sales, automatic data processing, and research and development firms 

3 



under contract with the Federal government. The Department estimated that these 
rules would have cost at least $68 million annually. 

• On February 14, OMB withdrew the policy memorandum on Federal Support for 
Hospital Construction issued by the previous Administration. This policy set out an 
elaborate review process to prevent Federal support for unnecessary hospital 
construction and renovation projects. In the Administration's judgment, the objectives 
of the policy could be met more simply and effectively through other means. 

• On February 17, the President rescinded the mandatory Federal controls on building 
temperatures which had been imposed by the previous Administration. This action 
allows operators of non-residential buildings to choose the methods of conserving 
energy that best suit their circumstances. 

• On February 17, the Secretary of Energy took several actions: 

Announced that national energy efficiency standards for major household 
appliances will not be issued until a thorough review is completed. The 1980 
proposal would require producers to redesign, by 1986, virtually all existing models 
of these appliances and to retool their production lines. As a result, many small 
firms would probably be forced out of business. Consumers would face sharply 
higher purchase prices -about $500 million annually. Low-income families could 
be especially hard-hit, since the standards would prohibit continued production of 
the kinds of lower cost appliances they can afford. 

- Withdrew proposed standby energy conservation measures involving a compressed 
yvork week, vehicle use stickers, and the part of the employer-based commuter and 
travel measures concerning working hours and transit subsidies. In addition, the 
Secretary has proposed to withdraw several interim final measures, including 
odd-even day motor fuel purchases, additional employer-based commuter and 
travel measures, increased enforcement and/or reduction of the 55 m.p.h speed 
limit and mandatory temperature restrictions. This action will remove measures 
which, if implemented, would interfere excessively in the daily life and business of 
Ame.ricans. 

• On February 17, the Director of OMB revoked the Department of Energy's clearance 
under the Federal Reports Act for the collection of industrial energy consumption 
data.. A number of respondents have provided data which demonstrated that the 
information requested is needlessly detailed and unduly burdensome. This action will 
terminate the collection of industrial energy data for sites not subject to Federal 
regulation and preclude the Federal Government from expanding its regulatory 
programs. 

• On February 17, President Reagan revoked Executive Order 12264, which established 
a cumbersome, duplicative and burdensome regulatory policy regarding the export of 
some hazardous substances. The rescinded Executive Order would have threatened 
American workers' jobs and could have disrupted production abroad where affected 
U.S. exports serve as vital material inputs. Procedures already exist which inform 
foreign governments of hazards associated with exported American products. Thus, 
each foreign government can decide for itself whether to import the products and 
what precautions to take. 

NEW ACTIONS ANNOUNCED BY THE PRESIDENT 

Building on the steps taken since January 20th, today the President announced the following 
additional actions taken by his Administration: 

1. The Executive Order on Federal Regulation 

4 



Yesterday, the President signed a new Executive Order designed to improve coordination 
and management of the Federal regulatory process. This Order will produce better 
quality regulation and reduce the excess burden of regulation on the American people. 
The Order: 

• Instructs the agencies on what is expected of them with respect to their regulatory 
work and provides reassurance to the American people of the government's ability to 
control its regulatory activities. 

• Charges the Office of Management and Budget with administering the new order, 
subject to the overall direction of the Presidential Task Force on Regulatory Relief. 

• Emphasizes that: regulatory decisions should be based on adequate information; 
actions should not be undertaken unless the potential benefits to society outweigh the 
potential costs; and regulatory priorities should be set on the basis of net benefits to 
society. 

• Directs agencies to determine the most cost-effective approach for meeting any given 
regulatory objective, and requires that factors such as the economic condition of 
industry, the national economy, and prospective regulations be taken into account. 

• Requires each agency to perform certain tasks as part of the development of an 
important regulation. A Regulatory Impact Analysis is required to evaluate potential 
benefits and costs in light of the regulatory objectives. A determination must be made 
that any proposed rule is consistent with applicable legal authority and Presidential 
policy and that it reflects careful evaluation of the comments of all persons affected by 
or interested in the regulation. The Task Force is to oversee this process; the Office 
of Management and Budget is to make substantive comments on regulatory analyses, 
help determine which new and existing regulations should be so analyzed, and 
oversee the publication of semiannual regulatory agendas. 

2. Integrating the Goals of Regulatory Relief with Paperwork Reduction 

The Administration's program to reduce regulatory burdens will be integrated with its 
program to implement the Paperwork Reduction Act of 1980. During 1981, given present 
requirements, Americans will spend over 1.2 billion hours filling out government forms. 
This is equivalent to the annual labor input for the entire steel industry. 

The costs of Federal paperwork and regulation discourage Americans from opening small 
businesses, doctors from accepting Medicare patients, and State and local governments 
from requesting needed Federal aid. The Office of Management and Budget has 
exercised some control over the paperwork burdens of the cabinet departments since 
1942. Last year, OMB supervised an effort which resulted in a reduction of almost 10 
percent in the burden imposed by agencies subject to OMB Federal Reports Act 
authority. However, agencies not subject to OMB information collection review increased 
their paperwork load last year by more than 10 million hours. 

The Paperwork Reduction Act of 1980 brings the independent regulatory agencies under 
OMB authority, directs that the paperwork burden be reduced by 15 percent by October 
1, 1982, and relates the effort to reduce paperwork burden to the need to minimize 
regulatory burden. 

This Act creates an Office of Information and Regulatory Affairs within OMB and directs 
the agency to review Federal regulations that contain a recordkeeping or reporting 
requirement under a variety of different procedures. It provides that no agency may 
impose civil or criminal penalties on any person who fails to comply with a recordkeeping 
or reporting requirement that has not received OMB approval. 

3. Future Candidates for Regulatory Review 
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The Administration is completing a comprehensive initial review of the regulations of 14 
key executive branch agencies: Departments of Treasury, Justice, Interior, Agriculture, 
Commerce, Labor, Health and Human Services, Housing and Urban Development, 
Transportation, Energy and Education, and the Environmental Protection Agency, the 
Equal Employment Opportunity Commission and the Office of Management and Budget. 
This review covers both rules under development as well as rules now in effect. 
Regulations now under development can usually be withdrawn, modified, or cancelled by 
the agency head at his or her direction. In the case of existing rules, the agency head 
will have to issue a new notice of proposed rulemaking and follow usual procedures 
before making substantive change. That is, revision or withdrawal of these existing rules 
would require that the agency propose the revision or withdrawal and obtain public 
comment before taking final action'. 

During the coming weeks and months, agencies will be conducting intensive reviews of 
many existing and proposed regulations ·· at their own initiative, and in response to 
requests from the Task Force on Regulatory Relief. 

4. Legislative Changes 

The Administration will examine all legislation that serves as the foundation for major 
regulatory programs. This review will be led by the Presidential Task Force on 
Regulatory Relief and will result in recommendations to reform these statutes. 

Not all of our regulatory problems can be solved satisfactorily through more effective 
regulatory management and decision-making. Statutory constraints often preclude 
effective regulatory decisions. Also, the Administration's efforts to better control the 
regulatory process may, in some cases, require further Congressional action. For 
example: 

• Many of the statutes are conflicting, overlapping, or inconsistent. Some force 
agencies to promulgate regulations while giving them little discretion to take into 
account changing conditions or new information. Other statutes give agencies 
extremely broad discretion, which they may sometimes exercise unwisely. Statutes 
should · not force agencies to promulgate inefficient regulations: they should provide 
agencies with requisite discretion and sufficient direction so that they act wisely. 

• Compliance deadlmes are often established in various laws. In general, they are 
imposed to ensure that agencies move forward expeditiously in implementing the law. 
However, these deadlines are often impossible to meet, especially if the rules 
developed are to be based on adequate information. Deadlines in statutes also 
constrain agencies' ability to tailor rules to the economic conditions of the affected 
parties. Where deadlines are unreasonable, changes will be sought. 

Over the past few years numerous procedural reforms have been introduced in Congress 
that would respond to increasingly burdensome and intrusive regulations being imposed 
by the Federal Government. They have included requirements for regulatory analyses, an 
across-the-board legislative veto, and broader judicial review of the substance of 
regulations. While supportive of the goals of such proposals, the Administration is 
concerned about legislation that may result in excessive layering of review or an undue 
broadening of control responsibility. Legislative proposals should be developed in a 
manner to ensure they do not make the process even more complex, increase the size of 
the federal bureaucracy, make it more difficult to make needed changes in regulations, 
create additional delay and uncertainty, or contribute to the waste that results from the 
current adversarial nature of the rulemaking process. 
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Page 1 February 17, 1981 
Second Draft 

Mr. Speaker, Mr. President, Distinguished Members of 
v' 

Congress, Honored Guests and fellow citizens: 
~~ 

Only a month ago, I was your guest in this 

building and I pledged to you my cooperation in 
~ 

/wifAJ~· 
historic ] -sf1tr. /#J""-
doing what JAN·~ 

-'· c...r. '-· 
is right for this Nation we all love so much. --

I am here tonisht to reaffirm that pledge and to ask 

that we share in restoring the promise that is of fer]d to 
.~a .. J "11 13 1~5/ 

every citizen by this, the "last, best hope of man." II ,,...,.._ 

All of us are aware of the punishing inflation which 
bi<:.. v' 

has, for the first time in some 60 years, held to double 

digit figures for two years in a row. Interest rates 
~ 

~ reached absurd levels of more than 20 percent and over 

15 percent for those who would borrow to buy a home. All 

across this land one can see newly-built homes standing 
..,/ 

vacant, unsold because of mortgage interest rates. 

LP'-· ,,..,-
F-(.O'N · lfAl1£1C..MC.S Almost eight million Americans are out of work. These 

are people who want to .be productive. But as the months 

go by, despair dominates their lives. The threats of layoff 

and unemployment hang over other millions, and all who work 
,./ 

are frustrated by their inability to keep up with inflation. 

One worker in a Midwest ~ put it to me this way: he 

said, "I'm bringing home more dollars than I thought I could 

ever earn but I seem to be getting worse off." Well, he 

is. The average weekly take home pay of an American worker 

" in 1972 was $122 a week. If we figure his take home 
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pay last year in those same 1972 dollars, he only received 
v' 

$105. And inflation isn't the only cause of this. In the 

v 
last four years Federal personal taxes for the average family 

v 
increased by ;g percent. 

We can no longer procrastinate and hope things will get 

better. They will not. If we do not act forcefully, and 

now, the economy will get worse. 

Can we who man the ship of state deny it is_ out of 

control? Our Na~ional~ebt is approaching $l{rillion.~ 
few weeks ago I called such a figure -- a trillion dollars 

incomprehensible.j I've been trying to think of a way to 

illustrate how big it really is. The best I could come up 

with is to say that a stack of $1,000 bills in your hand 
,:: 0" (I._ ./" 

only ~inches high would make you a millionaire. A trillion 

/''S J dollars would be a stack of $1,000 bills 45 miles high. 6~~'10 t'L. 
~r11ur ~a./' L. (JV.,,. pi=-c · ,,.,.. ~-

The interest on our debt this year will be1$86 billion. c>F-
l~Pc.£r 

P· I\ 4 And unless we change the proposed spending for the fiscal 
t/ 

year beginning October 1st we'll add another almost $80 billion 

to the debt. 

Adding to our troubles is a mass of regulations imposed 

on the shopkeeper, the farmer, the craftsman, professionals ce:/9' 
/ /,JG(.~ 

and major industry that adds $100 billion to the price of 

things we buy and reduces our ability to produce. The rate ~'(s.) 
t/ C...:>illt\ · A"6 

of increase in American productivity, once the highest in 
t/ 

the world, is now among the lowe~ of all major industrial 

nations. Indeed, it actually declined last year. 
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I have painted a grim picture but I believe I have 

painted it accurately. It is within our power to change 

this picture and we can act in hope. There is nothing wrong 

with our internal strengths. There has been no breakdown in 

the human, technological, and natural resources upon which the 

economy is built. 

Based on this confidence in a system which has never 

failed us -- but which we have failed through a lack of 

confidence, and sometimes through a belief that we could fine 

tune the economy and get a tune more to our liking -- I am 
...........- c.rK 

proposing a comprehensive £2ur-part program. I will now 

outline and give in some detail the principal parts of this 
../ fl1<. 

program, but you will each be provided with a completely 

detailed copy of the program in its entirety. 

This plan is aimed at reducing the growth in go~er.runent 

(!)d•. d (3;> f · al'· · spen ing an taxing, re arming an e iminating regu ations 

which are unnecessary and counterproductive, and encouraging 

a consis~ent mo~ary policy aimed at maintaining the value 

of the currency. 

~ r;,enacted in ;:;;~ ou;;irogram can help America 

~million new jobs, three million more than we would 

create 

without 

these measures. It will also help us gain control of inflation, 
v / 

cl!r'l!Lin~ it: iiRo half by 198 , and tg less i!lrnR f;ive peicenl by 199'6. 

It is important to note that we are only redu~g the rate 

f':~of increase in taxing and spending. We are not attempting to 

Oji cu(either spending or taxing to a level below that which we 

presently have. This plan will get our economy moving again, 

increase productivity growth, and thus create the jobs our 

people must have. 
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yo0oin me in reducing the proposed 
V' 

for 1982 by $_2'LJ'billion. This will still allow an 

I am asking that 

~ Y- budget 
v 

increase of $~.,billion over 1981 spending. 

I know that exaggerated and inaccurate stories about 

these cuts have disturbed many people, particularly 

those dependent on grant and benefit programs for their 

basic needs. Some of you have heard from constituents afraid 

that Social Security checks, for example, might be taken from 

them. I regret the fear these unfounded stories have caused 

and welcome this opportunity to set things straight. 

We will continue to fulfill the obligations that spring 

from our national conscience. Those who through no fault of 

their own must depend on the rest of us, the poverty stricken, 

the disabled, the elderly, all those with true need, can rest 

assured that the social safet~ net of programs they depend 

on are ~em2t from any cuts. ~5': 

f_}-

~ 

The full retirement benefits of the more than 3l~lion 

sodf,';} Security recipients will be continued~ong with an 

annual cost of living increase. Medicare will not be cut, nor 
~ _..,. --

will supplemental income for the blind, aged and disabled. - '--"""' 
Funding will continue for veterans' pensions. 

School breakfasts and lunches for the children of low 
v-

income families will continue as will nutrition and other 
~ 

special services for the aging. There will be no cut in 

Project H~ Start or swruner youth jobs. /'i'herJ:r~4bE5 
\/ 

~ill ion fsr job t;i;;a.;i,,Bi. .. g pro9riii..mii under C.E.'f'.A. d11d we= 

will keep nearly 
</ . 

a mi 11 ion colle~e i;1ork study Jobs as well 
./ 

.as mere tban ~OQ 1 QQQ lsa:n~ 
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~ 
r/~~'1 v 

All in all, ~ore than $216 billion in some 20 programs 
~ 

providing help for tens of millions of Americans -- will be 
~ v 

maintained at the present growth level. But government will 

not continue to subsidize individuals or particular business 

interests where real need cannot be demonstrated. And while 
v .,/ _, 

we will reduce some subsidies to regional and local government, 
v 

we will at the same time convert a number of categorical grant 

programs into block grants to reduce wasteful administrative -
overhead and to give local government entities and States more 

flexibility and control. We call for an end to duplication 
../ 

in Federal programs and reform of those which are not cost-

effective. 
/ 

Historically the American people have supported by voluntary 

contributions more artistic and cultural activities than all the 

other countries in the world put together. I wholeheartedly 

support this approach and 

generosity. Therefore, I am :; 
in the Federal subsidies now going to the arts and humanities. 

There are a number of subsidies to business and industry 

I believe are unnecessary. Not because the activities being 

subsidized aren't of value but because the marketplace contains 

incentives enough to warrant continuing these activitie~.f~ 

without a government subsidy. One such subsidy is the..-synthetic 
/ 

fuels program. We will continue support of research leading to 
v/ _/ 

development of new technolo~ies and more independence from 
f:; 3 . 'l- .,,. 

foreign oil, but we can save$~ billion by leaving to 

~ 
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private industry the building of plants to make liquid or gas 

fuels from coal. 

We are asking that another major business subsidy, the 
v-­

Export-Import Bank loan authority, be reduced by one-third in 

1982. We are doing this because the primary beneficiaries of 
/ .,,,,..... 

taxpayer funds in this case are the exporting sompanies 

themselves -- most of them profitable corporations. A ~ 
rr.fiy IJ 11·5. 

~ .I . 0 
And this brings me to a number of other lending programs µv ,~ 

'fr I : /l.V' 

in which government makes low-interest loans, some of them for ~.JIZ~ . 
./ v' p~ 

an interest rate as low as 2 percent and not more than 5 percent. 

What has not been very well understood is that the Treasury 

Department has no money of its own. It has to go into the 

private capital market and borrow the money to provide those 
/ 

loans. In this time of excessive interest rates the government 
v 

finds itself paying interest several times as high as it receives 

from the borrowing agency. The taxpayers -- your constituents --

of course, are paying that high interest rate and it just makes 

all other interest rates higher. 

By t§!rminat~ the ~con?mic Deve~o~we~t Administration 
• ~~r 1~"'? -<. ~ 

we can save $300 mil~ion in 1982 and $2 billion through 1985. 

There is a lack of consistent and convincing evidence that 

E.D.A. and its Regional Conunissions have been effective in 
/ 

creating new jobs. They have been effective in creating an -
array of planners, grantsmen and professional middlemen. We 

believe we can do better just by the expansion of the economy 

and the job creation which will come from our economic program. 
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The Food Stamp program will be restored to its original 

purpose, to assist those without resources to purchase #/ G 
~· . 1 o-v.; 

We will, however, save~~ sufficient nutritional food. -- !Y--
bi 11 ion by removing from eligibility those who are not in 

real need or who are abusing the program. Despite this/ ~ 

reduction, the program will be budgeted for more than $10 billion. 

We will tighten welfare and give more attention to outside 

sources of income when determining the amount of-welfare an 

individual is allowed f ~plus strong and effective work 

requirements will save ~671 million next year. 

~n .. ~ I stated a moment ago our intention to keep the school 

~~breakfast and lunch programs for those in t;:'e need. But by 

~ cutting back on meals for children of families who can afford 
~ • I 

to pay, the savings will be $1.i billion. """1 ~~. -
Let me just touch on a few other areas which are 

typical of the kind of reductions we have included in this 
v 

economic package. The Trade Adjustment Assistance program 

provides benefits for workers who are unemployed when foreign 

imports reduce the market for various American products 

causing shutdown of plants and layoff of workers. The purpose 

is to help these workers find jobs in growing sectors of our 
t/ 

economy. And yet, because these benefits are paid out on 

top of normal unemployment benefits, we wind up paying 

greater benefits to those who lose their jobs because of 

foreign competition than we do to their friends and neighbors 

who are layed off due to domestic competition. Anyone must 
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agree that this is unfair. Putting these two programs on the 
v 

same footing will save $1.15 billion. v""" f?. 

Earlier I made mention of changing categorical grants to 
~ ps 

State~ ~nd local governments into block grants. We know of 

course that categorical grant programs burden local and State 

governments with a mass of Federal regulations and Federal 

paperwork. 

Ineffective targeting, wasteful administrative overhead -­
V 

all can be eliminated by shifting the resources and decision-

making a~thority to l~te government. This will 
........... 

also consolidate programs which are scattered throughout the 

Federal bureaucracy. It will bring government closer to the 
./.,, 23 ·'I 

people and will save $5 brfiion over the next five years. 
~ 

Our program for economic renewal deals with a num.be~ of 

pr~grams ;P'ich at present are not cost-effective. An example 

is M~icaid~ Right now Washington provides the States with 

unlimited matching payments for their expenditures. At the 
...,,,/' 

same time we here in Washington pretty much dictat~how the 

States will manage the program. We want to put a cap on how 

much the Federal Government will contribute but at the same 
Y" 

time allow the States much more flexibility in managing and 

structuring their programs. I know from our experience in 

California that such flexibility could have led to far more ~ 
/ 

a savings of $1 billion ~ 

~ 
cost-effective reforms. This will bring 

( ?) next year. ----
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The space program has been and is important to America 

and we plan to continue it. We believe, however, that a 

reordering of priorities to focus on the most important and 

cost-effective NASA programs can result in a savings of a 

~f . . < quarter o a billion dollars .. 

Coroing down from space to the mailbox -- the Postal 
v---· 

Service has been consistently unable to live within its 

operating budget. It is ~till dependent on larg~ ~ral ~ 
v-- w'\,( / 

subsidies. We propose reducing those subsidies by $632 ~ 

million to press the Postal Service into becoming more 

effective. 
./ 

The Economic Regulatory Administration in the Department 

of Energy has prlograms to force compan~ to convert 

specifjc fuels. It-administer'S"a gas rationing plan 
~· 

to 

~D 
Frior to decontrol it ran the oil price control program. With 

~ 
these regulations gone we can save several hundreds of millions · 

Q. µJ-:..) 
of dollars over the next few years. 

Now I'm sure there is one department you've been waiting 

for me to mention. That is the Department of Defense. 
/ 

It is 

the only department in our entire program that will actually 
/ 

be increased over the present budgeted figure. But even here 

there was no exemption. The Department of Defense came up 

with a number of cuts which reduced the budget increase 

needed to restore our military balance. 
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I believe my duty as President requires that I recommend 

increases in defense spending over the coming years. Since <._: l/' ~ 
1970 the Soviet Union has invested $300 billion more in its 

military forces than we have. As a result of its massive 

./ 
military buildup, the Soviets now have a significant numerical 

CAP~Ef~Shr~ 
advantage in strategic nuclear delivery ~teffis, tactical 

..,,,,. V" V"' 
aircraft, submarines, artillery and anti-aircraft defense. 

To allow this imbalance to continue is a threat to our 

national security. 

Notwithstanding our economic straits, making the financial 

changes beginning now is far less costly than waiting and 

/)te-/7tP&S 
;v.s.C· ;-----

attempting a crash program several years from now. Nevertheless, 

the Department of Defense will not be spared the obligation 

of making significant reductions over the coming years by ~';: 
/).(). r ... 

finding and eliminating waste and inefficiency in its existing ~J 
/ (._ ?. ) 0 c~3-IJ \?"' Ov-ff-.iS r I 

1rog!a~§1 . These measures will save $~·~ billion in 1982fand 
, ~··~ 7/•"' c.:1(0 '...) (~- /d,;) $ LJ5 billion by 19Be~ The aifu will be to provide the most 

, 

effective defense for the lowest possible cost • 
._.--

We remain co~d to the goal of arms limitation 

through negotiation and hope we can persuade our adversaries 

to come to realistic balanced and verifiable agreements. 

But, as we negotiate, our security must be fully protected 

by a balanced and realistic defense program. 

Let me say a word here about the general problem of 
/ ../ 

waste and fraud in the Federal Government. The Department 

" -:-~ c I q_. ( f~/\) 
\...----'· {:.__1__""\vjc,·~~ J ( r'i J I·- ~ ~) ::: 1) ~ ) ( C ) 
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; r,v 

I /V 
/ 

r { [-· 
. l/~1 

iY 

of Justice has estimated that fraud alone may account for 
y/ v~ 

anywhere from 1 to 10 percent -- as much as $25 billion --
v 

of Federal expenditures for social programs. If the tax 

dollars that are wasted or mismanaged are added to this fraud 

total, the staggering dimensions of this problem begin to 

emerge. 

The Office of Management and Budget is now putting 

h . """ toget er an interagency task force to attack waste and 
v-

fraud, and we are planning to appoint as inspector generals 

highly-trained professionals who will spare no effort to do 

this job. 
/ 

No administration can promise to immediately stop a 
..,/ 

trend that has grown in recent years as quickly as government 

expenditures themselves. But let me say this: waste and 
/ 

fraud in the Federal budget is exactly what I have called 
/ 

it before -- an unrelenting national scandal -- a scandal 

we are bound and determined to do something about. 

Marching in lockstep with the whole program of reductions 

in spending is the equally important program of reduced tax 

rates. Both are essential if we are to have economic 

recovery. It is time to create new jobs, build and rebuild 

industry, and give the American people room to do what they 

do best. And that can only be done with a tax program which 

provides incentive to increase productivity for both workers 

and industry. 
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/ 
Our proposal is for a 10 percent across-the-board cut 

every year for three years in the tax rates for all individual 

./ 
income taxpayers making a total tax cut of 30 percent. This 

...-
three-year reduction will also apply to the tax on unearned 

income leading toward an eventual elimination of the present 
v ~ 

differential between the tax on earned and unearned income. 

I had hoped we could make this retroactive to January 1st 
~ V' 

but the explosion of the Federal deficit since last September 

has ruled that out. We also learned that making it retroactive 
v---

would work a hardship on States where the State income tax 
~ 

is tied to the Federal tax. Their budgets, already in 

place, would be thrown out of balance. 

Therefore, the effective starting date for these 10 percent 
~ . 

personal income tax rate reductions will be July 1st of this 

year. 

Again, let me remind you this 30 percent reduction, 
./ 

while it will leave the taxpayers with $500 billion more in 

their pockets over the next five years, is actually only a 
,/ 

reduction in the tax increase already built into the system. 
oS·l v 

(,,""\,·"' Unlike some past tax (quote, unquote) "reforms," this 

is not merely a shift of wealth between different sets of 

taxpayers. This proposal for an equal reduction in everyone's 

tax rates will expand our national prosperity, enlarge 

national incomes, and increase opportunities for all Americans. 
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Some will argue, I know, that a reduced tax rate will 

be inflationary. A solid body of economic experts does not 
v---- .r--

agree. And certainly tax cuts adopted over the past three-

fourths of a century indicate the economic ~erts are 

right. The advice I have had is that by 1985 our real 
v­

production of 3oods and services will grow by 20 percent and 
.j 3"tro/ 

will be $-nfO billion higher than it is today. The average~ 

worker's wage will rise (in real purchasing power) by 1f'e.po 

percent and those are after-tax dollars. This, of course, 

is predicated on our complete program of tax cuts and spending 

reductions being implemented. 

The other part of 
v 

providing business and 

the tax package is aimed directly at 
v---

industry with the capital needed to 

modernize and engage in more research and development. This 
v ......... 

will involve an increase in depreciation allowances and this 
v---

part of our tax proposal will be retroactive to January 1st. 

The present depreciation system is obsolete, needlessly 

complex, 

it bases 

and,;?onomically 

the depreciation 

counterproductive. Very simply, 

of plant, machinery, vehicles, and -
tools on their original cost with no recognition of how -
inflation has increased their replacement cost. We are 

../ 
proposing a much shorter write-off time than is presently 

allowed. We propose a five-year write-off for machinery; 

three years for vehicles and trucks; and a ten-year write-

off for plant. 
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F1.5Yl.b 
In G~ year 1982 under this plan business would 

,/ 

acqui~O ~lion for investment and by 1985 the figure 

would ~5 billiA'V. These changes are essential tovprovide 

the new investment which is needed to create three million 

new jobs~ now and 1986 and to make America compet~tive 

once again in world markets. These are not makework jobs, 

they are jobs for the future. 

I'm well aware that there are many other desirable tax~ 

changes such as indexing the income tax brackets to protect 

taxpayers against inflation. There is the unjust discrimina-

tion against married couples if both are working and earning, 
/ 

tuition tax credits, the unfairness of the inheritance tax 

especially to the family-owned farm and the family-owned 

business and a number of others. But our program for economic 

recovery is so urgently needed to begin to bring down inflation 

that I would ask you to act on this plan first and with 

great urgency. Then I pledge to you I will join with you in 

seeking these additional tax changes at an early date. 

American society experienced a virtual explosion in 

government regulation during the past decade. Between 1970 

and 1979, expenditures for the major regulatory agencies 
v 

quadrupled, the number of pages published annually 
\/' 

in the 

Federal Register nearly tripled, and the number of 
/ 

pages in 

the Code of Federal Regulations nearlu doubl-ecT; 

~~q 7 
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~r:~-
The result has been higher prices, less employment, and 

lower productivity. Overregulation causes small and independent 

businessmen and women, as well as large businesses, to defer 

or terminate plans for expansion and, since they are responsible 

for most of our new jobs, those new jobs aren't created. 

We have no intention of dismantling the regulatory 

agencies -- especially those necessary to protect the environment 

and to assure the public health and safety. However, we 

must come to grips with inefficient and burdensome regulations 

eliminate those we can and reform those we must keep. 

I have asked Vice President Bush to head a cabinet-
.,/ 

level Task Force on Regulatory Relief. Second, I asked each 

member of my Cab~et to postpone the effective dates of the 

hundreds of regulations which have not yet been implemented. 

Third, in coordination with the Task Force, many of the 

agency heads have taken prompt action to review and rescind 

existing burdensome regulations. Finally, just yesterday, I 
/ 

signed an g_xecut i ye onilar that for the first time provides 

for effective and coordinated management of the regulatory 

process. 

Although much has been accomplished, this is only a 

beginning. We will eliminate those regulations that are 

unproductive and unnecessary by executive order where possible 

and cooperate fully with you on those that require legislation. 
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~. 
The final aspect of our plan requires a national monetary 

policy which does not allow money growth to increase con-

sistently faster than the growth of goods and services. In 

order to curb inflation, we need to slow the growth in our 

money supply. 

We fully recognize the independence of the Federal 

Reserve System and will do nothing to undermine that independence. 

We will consult regularly with the Federal Reserve Board on 

all aspects of our economic program and will vigorously 

pursue budget policies that will make their job easier in 

reducing monetary growth. 

A successful program to achieve stable and moderate 

growth patterns in the money supply will keep both inflation 

vigor to our financial~ ,Jt-.~ , 

./ P-1 ~=· 
and interest rates down and restore 

institutions and markets. 

This, then, is our proposal. 

A Program for Economic Recovery." 

"America's New Beginning: 

I do not want it to be 
/ 

simply the plan of my Aaministration I am here tonight to 

ask you to join me in making it our plan. Together, we can 

embark on this road not to make things easy, but to make 

things better. 

Can we do the job? The answer is yes. But we must 

begin now. Our social, political, and cultural, as well as 

our economic institutions, can no longer absorb the repeated 

shocks that have been dealt them over the past decades. 

/' 
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We are in control here. There is nothing wrong with 

America that we can't fix. So I'm full of hope and optimism 

that we will see this difficult new challenge to its end --

that we will find those reservoirs of national will to once 

again do the right thing. 

I'm s~=e there will be some who will raise the familiar 

old cry, "don't touch my program cut somewhere else." 

I hope I've made it plain that our approach-has been 

even-handed; that only the programs for the truly deserving 

needy remain untouched. 

Already, some have protested there must be no reduction 

of aid to schools. 

education amounts to 

Let me point out that Federal aid to 

onlyt3'~ercent of total educational 

funding. For this the Federal 

tremendously disproportionate 

schools. Whatever reductions 

Government has insisted on a 10 
share of control over our 

19 
r' y 

we've proposed in that l~ercent 
will amount to very little of the total cost of education. It 

will, however, restore more authority to Statef and local 

school districts. 

The question is, are we simply going to go down the same 

path we've gone down before -- carving out one special program 

here and another special program there. I don't think that 

is what the American people expect of us. More important, I 

don't think that is what they want. They are ready to return 

to the source of our strength. 



Page 18 

The substance and prosperity of our Nation is built by 

wages brought home from the factories and the mills, the 

farms and the shops. They are the services provided in 

ten thousand corners of America; the interest on the thrift 

of our people and the returns from their risk-taking. The 

production of America is the possession of those who build, 

serve, create, and produce. 

For too long now, we've removed from our pe9ple the 

decisions on how to dispose of what they created. We have 

strayed from first principles. We must alter our course. 

The taxing power of government must be used to provide 

revenues for legitimate government purposes. It must not be 

used to regulate the economy or bring about social change. 

We've tried that and surely must be able to see it doesn't 

work. 

Spending by government must be limited to those functions 

which are the proper province of government. We can no 

longer afford things simply because we think of them. 

In the months left in this fiscal year we can reduce the 

~get by $YLf billion and in 1982 by $~~billion, without 

harm to government's legitimate purposes and to our 

responsibility to all who need our benevolence. This, plus 

the reduction in tax rates, wJ;J~t~nd to inflation. 

May I direct a question to those who have indicated 

unwillingness to accept this plan for a new beginning: an 
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economic recovery? Have they an alternative which offers a 

greater chance of balancing the budget, reducing and eliminating 

inflation, stimulating the creation of jobs, and reducing 

the tax burden? And, if they haven't, are they suggesting 

we can continue on the present course without coming to a day 

of reckoning in the very near future? 

If we don't do this, inflation will put an end to everything 

we believe in and to our dreams for the future. _we do not 

have an option of living with inflation and its attendant 

tragedy, of millions of productive people willing and able to 

work but unable to find buyers in the job market. 

We have an alternative to that, a program for economic 

recovery, a program that will balance the budget, put us well 

on the road to our ultimate objective of eliminating inflation 

entirely, increasing productivity and creating millions of 

new jobs. 

True, it will take time for the favorable effects of 

our proposal to be felt~ So we must begin now. 

The people are watching and waiting. They don't demand 

miracles, but they do expect us to act. Let us act together. 

Thank you and good night. 



Date: February 17, 1981 

MEMORANDUM FOR: SECRETARY REGAN 
DEPUTY SECRETARY-DESIGNATE MCNAMAR 

From: E. George Cross, II~ 

Subject: Money Measurement 

Based on the use of $1,000 bills, this chart shows the 
height of a stack of such bills necessary to produce the 
following amounts of money. 

AMOUNT TIGHT LOOSE 

$1 million 4 inches 4.29 inches 

$1 billion 333 feet 357.5 feet 

$1 trillion 63 miles 67.7 miles 

A tight pack of bills is based on the "bricks" of money 
used by the Bureau of Engraving. One "brick" is sixteen inches 
deep. 

A loose pack of bills is based on a Bureau of Engraving 
count of 233 bills in a one inch pack. 

cc: Misty Church 

Initiator Reviewer Reviewer Reviewer Reviewer 

Surname CROSS 

Initials/ Date I 7 I 7 I 
OS F 10-01.11 (2·80) which replaces OS 3129 which may be used until stock is depleted 

Ex. Sec. 

I 
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THE WHITE HOUSE 

WASHINGTON 

RE: STACKING OF $1000 BILLS 

Bureau of Engraving says there 
are 233 bills in one inch. 

Multiplying 233 x 12 (inches) makes 
2796 bills in a foot. 

Multiply 2796 x 5280 (feet) makes 
14,762,880 bills in a mile. 

14,762,880 $1000 bills is 
$14,762,880,000 (almost $15 billion). 

$14.76288 x 67 miles equals just 
over $989 billion (almost a trillion 
dollars). 
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Mr. Speaker, Mr. Presinent, 
,.vr ~ "' 

February 17, 1981 
Second Draft 

,,,,..., 
Distinguished Members of ~ . , 

Congress, H?nored ~ue~ts.--and fello~ citi~~ns: 

Only a mont~go, I ' was ybur ~est in this historic 
~ . \,/"" - . "-""' 

building and I pledged to you my cooperation in doing what 

. . f h ' v ~ 1 1 h is right or t is Nation we a 1 ave so muc • 
V""_· 

I am here tonight to reaffirm that pledge and to ask 

! 

, ~. 

~ ~~ that we share in r~storing the promise that is~ to 

.~~tJ.·~i:ery citizen by this, the "last, best~ ~~ 
~ ~~t.~ All of us are aware of the punishing inflation which 

has, for the fir-ft" time in some ~s, held to do~e 
di</{( figures for .two y~n a r~Int~rPst r:tes 

·~~- ~ 
have reached absurd lev;ls of more than 21r oercent and over 
~ rr-. 

15 percent for those who would l>o~o buy a cr::::::.~JW,J.ti> 
aaress ~his laaa ene ean eee newl1 • 

vacaRe 1 ttn:!lel:& b&tr;oause of 

' ~ 
Almost eight million 

' 

mortgago interes~~ 
Americans are out of work. These 

are people who want to be productive. But as the months 

go by, despair dominates their lives. The threats of layoff 

and unemployment hang over other millions, and all who work 1tl!~ 

are frustrated by their inability to keep up with inflation.~.,. 
./'k . . d v . t t . t t th. h One wor er in a Mi west ci y pu i o me is way: e . ~ 

said, "I'm bringing home more dollars than I thought I could 

ever earn but I seem to be getting worse off." Well, he 
/ / 

" ..,,;" . k he average weekly take home ~ of an American war er ? 
"' \~ ~ ~ 0 

19?2 was $112 a week. If we figure his t~e home 
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/ Cay last ~r in those same 197~ollars,. he only received {_ 'i/lJ 
D $1~ And inflation isn't the only cause of this. In the 

~ ..,,,, """" ../' last four years Federal personal taxes for the average family 
../ \/ _,.,_ ' . 

increased by 5~ per~t. c~ . bit.--. 
We can no longer procrastinate and hope things will get 

better. They will not. If we do not act forcefully, and 

now, the economy will get worse. 

Can we who~he ship of state deny it is out of 

control? Our Nation~bt is approaching ~ion. A 
'\/ . ~ -v--

,f~w weeks ago I . called such a figure -- a trillion dollars 

incomprehe~ibl~. . I 've been trying to think of a way to 

The best I could come up 
~ . ~i·· 

with is to say that .a stack of. $1,0QG bills in your hand '3? IJ./;JJ.J.')-> 
illustrate how big it really is. 

b~ly~~s high would.~o:.. mt~ A t~xlion. ~ 
dollars would be a stack of $1,000 bills miles high. 

.... &---- J¥'- ~ ' tt< :r ga 
The inteMst on our debt this year will be_ ·billion-,_ xl/06 1 

And unless we change the proposed spending for the fisdal t'I-

year beginning ..,, / v- ot/' 
October lst we' 11 add another almost $_80 billion .., 

t°Jthe debt. 

. . f ~l .. 
i~v'· Adding to our troubles is a mass o regu ations imposed 

~~on the shopkeeper, the farmer, the craftsman, professionals 
(' 'JT'"" .p- ' 

and major industry that adQ°"s $100 billion to the price of ., 
things we buy and reduces our ability' to produce. The~ 

f . ·~ . d ~· . th h' ~ . . o increite in American pro uctivity, once e igues in 
~--- . ~ 

the world, is now among the lowest ~l major industrial 
... ~ nations. Indeed, it actually declined last year. 

JI. 

~~ J 
,,,.._ 

I btJ'O 
.... ... 

33,300. 
' - )J.ft> • 

~3.•"".> 
~ 
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I have painted a grim picture but I believe I have 

painted it accurately. It is within our power to change 

this picture and we can act in hope. There is nothing wrong 

with our internal strengths. There has been no breakdown in 

the human, technological, and natural resources upon which the 

economy is built. 

Based on this confidence in a system which has never 

failed us -- but which we have failed through a lack of 

confidence, and sometimes through a belief that we could fine 

tune the economy and get a tune more to our liking -- I am 
,~-- ~-

proposing a comprehensive f o"Ur-part progr'1ffi. I will now 

outline and give in some detail the principal parts of this 
..,/"" . 

program, but you will eacp be provided with a completely 

detaile~opy of the program in its entirety. 
V" \/"""' v \,/"""' 

This plan is aimed at reducing the growth in government 

d~ d ~ f ~ d l' .~-·. 1 ~ spen ing an taxing, re orming an e iminating regu ~Lions 
..,,­

which are unnecessary and counterproductive, and encouraging 
·~· ~- ~ 

a consistent monetary po~icy aimed at maintaining the value 

of 
,,­

~·,{"" 

the currency. 
/~ 

If ena~d in full, our program can help America create 
' / ~- I \,/""' " 

12 mirlion new jobs, three mill~on more than we would without 
~ 

us gain control of inflation, 
~ \.,./ ' \...,f"'. 

these measures~ It will also help 
v /'* 

less than five percent by 1986. 
~- ~--

are only reducing the rate 
...... , 

V"" '-";' 
We are not attempting to 

cutting it in half by 19~and to 

~:;?is important to note tha~ we 
. \..,;"'" vf 

of incre'ase in taxing and spending. 
~- .............- ~- ~-

cut either spending or taxing to a level below that which we 
/ 

presently have. This plan will get our economy moving again, 

increase productivity growth, and thus create the jobs our 

people must have. 
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.......- ~ 
~ I am asking that you Join me in reducing the proposed 

'iJ J budget for 19~ by $ jj t;fu;_on. This will still allow an 

incr~e of $..,~llion over 19~pending. 
I know that exaggerated and inaccurate stories about 

these cuts have disturbed many people, particularly 

those dependent on grant and benefit programs for their 

. ~ v--
basic needs. Some of you have heard from .~ f 'd constituents a rai 

that Social Secur~chec~s, for example, 
I ~ 

might be taken from 

them. I regret the fear these unfounded stories have caused 

and welcome this opportunity to set things straight. 

We will continue to fulfill the obligations that spring 

from our national conscience. Those who through no fault of 

their ~wn must depend on the rest of us, the poverty stricken, 

the disabled, the elderly, all those with true need, can rest 
~JF--~ \,/ 

assured thatr~social. saf~t1 net of programs they depend 
./ ~ ~ 

on are exempt from any cuij~ -
~ ~ ~ s . .r 

The full retirement benefits of the ~han -...-mi-l.~~on 

Society S~recipients will be continued along with an 

l~ f l' . ~· d~ ·11 b v annua cost o iving increas,e. Me icare wi not e cgt, nor 
~ . ~ _,,,,,,.. '-"'"' 

Ql~ill supplemental inc~~r the blind, aged and disabled. 
{}"- /' . 

Funding will continue for veteran~ensions. 
~ v .,,.... V" 

School breakfasts and lunches for the children of low 
/ ~ ..,,,,,.., 

income ~ilies will continue as will nutrition and other . . . . 

special s~ices for the ~g. There will be n~ in 
\~ ~ _ probable cut 

Project Heaa Start.. or summer youth jobs. /There will be about 
V"" 7 .../ - ./ 

$3.5 bi~n for job training programs under C.E.T.A. and we 

will keep nearly a milli~ollege work-stu~obs as well 
~ ~ 

as more than 900,000 loans to college students./ 
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.,- V. V" 
All in all, more than $216 billion in some 20 programs 

providing help for ten~millions of Americans -- will be 

. t .~d h / ~ h 1 . main aine at t e present growt leve • But government will 

-~•/1ot continue to subsidize individu~ls or particular business 

t},.... interests where real need cannot be demonstrated. And while 

we will reduc<some subsi~ to regio~ and lo~gover~nt, 
we will at the sam~ time conver~ numbe~f categor~ grant 

programs into block ~nts to reduce waste~dministrative 
~ -

overhead and to give local government entities and States more 

flexibility and control. We call for an end to duplication 
..,/' 

in Fe4,eral programs and reform of those which are not cost-

effective . 
./ ./ ~ 

Historically the American people have supported by voluntary 
~ . 

contributions more 
~. ~ 

artistic and cultural activities than all the 

'-""" ~ the world put together. I wholeheartedly ~ .. other countries in 
• 

support this approach and believe Americans will continue their 

proposing a sav~s of $~lion 
. h ~d .. • going to t e arts an humanities. 

.,..~nerosity. Th. erefore~ I am u., . \,/'" 
in the Federal subsidies now 

There are a number of subsidies to business and industry 

I believe are unnecessary • . Not because the activities being 

subsidized aren't of value but because the marketplace contains 

incentives enough to warrant continuing these activities 

out a ~ernment subsidy. One such subsidy is the syn~ic v. ,./' ~ ~· 
uels program. We will~ntinue support of research ~ea~ing to 

development of new technologies and more independence from 

$ .../ . . b . foreign oil, but we can save billion y leaving to 
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/ 
private industry the 

-/' ~ ~ 
building of plants to make liquid or gas 

..,,,,,,,.- ./" 
fuels from coal. 

We are asking that another major business subsidy, the 

.r./\u/Export-Im~ Bank loan ~ority, be reduced by one-~rd in 

tJ • 19~ We are doing this because the prima~efic~~ries of 

taxpayer funds in this case are the. expor€ing companies 

themselves -- most of them profit~corporations~ 
And this .brings me .to a numb~of other lending programs /Jf/j.. 

/ ./ ~VJ 
which goverrunent makes low-interest loans, some of them for tJ 

~ ~ \/'' " ~· an interest rate as low as 2 percent and not more than 5 perc~nt. 
~ 

What has not been very well understood i
1

s that 
v ~ ~ 

the Treasury 

Department has no_..)Doney of its own. It has to go into the 
v I •',../" \/ 

private capital market and borrow the money to provide those 

lo~. In this time of excessive interest rates the ~ernment 
finds itself paying interest severa~imes as h~ as it re~es 
from the borrowing agency. The taxpayers -- your constituents --

of course, are paying that high interest rate and it just makes 

all other inter~rates higher. ~ 

By terrn~·n~g the Economic Develo.pment Administration "'"~ 
-A;l;aa If 1 &41.• v" -;../' J /) •" 

we can save $300 million in 19S2 and $2 billion through 1985. 

There is a lac~ consistent and convin~ing evi~ce that 

../ d . . /1 ~ . h b ff ~ . E.D.A. an its Regiona Commissions ave een e ective in 

v ~ h h b ff .. / . ~ creating new ]Obs. T ey ave een e ecf"ive in creating an 
.,,, ...,,,,,- . ~,.cl· . d 

array of planners, grantsmen and professiona mi dlemen. We 

believe we can do better just by the expansion of the economy 

and the job creation which will come from our economic program. 
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C The Food S~ program will be restored to its ori~l 
~ ~ . . ' 

pose, to assist those without resources to purchase 

sufficient nutritional food. We will, however, s~ve $~ 
billion by r~mov~ from eligibi~ those who are not in 

real ne~r who are abusi~he program. Despite this 

reduction, the progr~ill be bud~d for more~n $l~llion. 
We will tighten wel~ and give more attention to out'Ca.e 

source~ incom:.;i-en determining the amo~f-welfar~ 
individual is allowed. Th~lus strong a~ffective work 

requirements will save $671 million next year. 

I ~a mom~our intention to keep the s~ 
breakfast a!lP lunch prog~r those in true need. But by 

v ..:/' ~ v---~ 
cutting back on meals for children of families who can afford 

to pay, the savings will be ~1.~{lion. 
Let me just touch on a few other areas which are 

typical of the kind of reductions we have included in this 

· d d" ~ · economic ·package. The Tra e 1\ Justment 1\ssistance· program 
"/'" - . -/ ... ~ v---

provides benefits for work~s . who are unemp~yed when foreign 

imports redu~e marke~r various Ameri~roducts 
V ~ I./ ~ 

causing shutdown of plants and layO'If of workers. The purpose 

is to he~these wor~find j~n growi~ectors of our 

economy. And yet, because these benefits are p~id~ on 

tlSJ?"o~rmal un~oyment benef ~ we win~ying 
greater benefits to those who lose their jobs because of 

foreign competition than we do to their friends and neighbors 

~ -~· •• 7\ t who are layed off due to domestic competition. nnyone mus 
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v' 
agree that this is unfair. Putting these two programs on the 

same footing will save $l~billion. 
~rl~ade mention of changing categorica~ts to 

S~teXnd ~ ~s into block ~s • 
.r 

course that categorical grant programs burden 
~ _,, 

with a mass of Federal regulations 
~ .-

gover7s and 

paperwork. 
/ ./. / ~ 

Ineffective targeting, wasteful administrative overhead 

all can be elimina~b shifting the resour~and deci~-
k . . ~'"""1 v . ·11 ma ing authority to{lo9a overnrnent. This wi 

also consoli~ programs which are scattered throughout the 

v/ ~ . . / 1 h Federal bureaucracy.€);will bring government c oser to t e 
•. f23·' ~ 

people and will save 5 i~~ver the ne~t five years. 

O~rogram for economic renewal~als with an~ of 

programs which at present are not cost-effective. An example 
. ~ ../ ,../ 

is Medicaid. Right now Washington provides the States with 

· ·.../ hv \./"' f · ~d. h unlimited mate ing payments or their expen itures. At t e 
. . - /'" V" 

same time we here in Washin~_9n pretty much dictate how the 
/ ./ .,,-

States will manage the program. We want to put a cap on how 
v ./- ~ . 

much the Federal GoveY'"nment will contribute but at the same 

time allow the State~uch more f lexibi~ in managing and 

structuring their programs. I know from our experience in 

California that such flexibility could have led to 

cost-e~tive reforms. 

next year. 

This will bring a savings 
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/ 
The space program has been and is important to America 

and we plan to conti~ it. We believe, however, that a 

d ./f . ,./."' f . reor ering o priorities to ocus on the most important and 

cost-effective NASA programs can result in a savings of a 

. /f .. ~l 
quarter 0 a billion ao lars. 

Coming down from spac~to the mailbox -- the Po~ 
Service has been consiste~ una~to live within its 

operati~budget. It is still depend~ on lar\(e"" FedCi 

subsidies. We propose redu~g those subs~s ~Y $'t:'{;" 
million to press the Postal Service into becoming more 

effective. ~ 

,
1 

c)""\-6 The Economic Regulatory Administration in the Depa~ 
~·-' _·,,.,., ~ ...,/" / ~ ~ 
U'l'r"'" of Energy has programs _:;o-force companies to convert to 

/, ~ - ~ ~ 
specific fuels •. It adminisers ; gas rationing plan and 

? 
0 

pri~ dee~ it ran the oil pr!C:~ntrol program. With l"'J 
,,. _,.- ~ , 

these regulations gone we~save~veral hundreds of millions JI~ 
of dollars over the next few yearsJ , .....,..,,.. 

Now I'm sure there is one, department you've been waiting 

for me to mention. That is the Department of Defense. It is 
..,,,,- / . \/"' ~ 

the only department in our entire program that will actually 

be increa~over the pre~ budge~ figure. But even here 

there was no exemption. The Department ~fense came up 
~ ~~ 

with a number of cuts which reduced the budget increase 
I k 

needed to restore our military balance. 

/ 
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I believe my duty ?S President requires that I recommend 

· ~d f .. ~d. h .~ · increases in e ens~spencing overt e coming years. Since 

19~ Soviet ~has invested $~illio~ mre-;;; its 

milita~es than we~ As a result of its massive 

military buildup, the Sovie~~ha:-e a signific~nume~ical 
·~ - ~ ~~ - ~~ 

advant~e in strategic nuclear delivery~- tact~ 

airc~ subma~artil~ anti-aircraft defense. 
~ 

To allow this imbalance to continue is a threat to our 

national security. 
~~ 

Notwithstanding our eco~straits, makin9 the financial 

h .. bl::---b . -~~f ~l h . . fii"C--' c ange"i"beginning now is ar ess cost y tan waiting and 

~ ~ attempting a crash program several years from now. Nevertheless, 

the Department of Defense wil~ not be spared the obligation 

of making significant reductions over the coming years by 
~ ~ 

finding and eliminating waste and inefficiency ip its existing 
, · \./"' /_ ~ 

pr~~/· These ~ures will save $~· billion in 1982 and ~ 

$~_J'"hillion by l98k· The aim will be to provide' the most IJ .,-. 
effective defense for .the lowest possible cost. 

remain commit~o th~ goal of arrns~ation 
negoti~:f and hope we can persuade our adversaries 

Q .J.I" We 

\)6f:v. \ through 

, ,~ to come to realistic balanced and verifiable agreements. 

~\)' But, as we negotiate, our security must he fully protected 

by a balanced and realistic defense program. 

Let me say a word here about t~~Ag7neral problem of 
- ~ ~ /.' 

waste and fraud in the Federal Goverruvent. The Department 
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of Justice has es~ed that fraud alone may ~ount for 

( 
~ ~ v-

anywhere from 1 to 10 percent -- as much as $25 billion -­

of Fede~ expenditures for social ~ams. If the tax 
"'\. 

dollars that are wasted or mismanaged are added to this fraud 

total, the staggering dimensions of this problem begin to 

emerge. 
~ ~ 

The Office of Management and Budget is now putting 
~ ~ 

together an interagency task force to attack . waste and 

f · /d d ~1 ~ .V- · · ~ 1 r~d, an we are p anning to appoint as inspector genera s 
) 

highly-trained professionals who will spare no effort to do 

this job. 

/1,V. · t · · · d' 1 Noff1minis ration can promise to irnrne iate y stop a 

~ 
trend that has grown in recent year_s as quickly as ~verx;1ment 

;:::: 
expenditures th~ves. But let me say this: waste and 

fraud in the Federal budget is exactly what I have called 

i t.....-before. -- an unrelenting n~onal scandal -- a scandal 
J 

we are bound and determined to do something about. 

Marching in lockstep with the whole program of reductions 

in spending is the equall~ important program of reduced tax 

rates. Both are essential if we are to have economic 

recovery. It is time to create new jobs, build and rebuild 

industry, and give the American people room to do what they 

do best. And that can only be done with a tax program which 

provides incentive to increase productivity for both workers 

and industry. 
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Our p~sal is for a 
V"' ~ ~ 

10 percent across-the-board cut v-- ~· 
every year for three years in the tax~es for al'fi.ndiv~l 
incom~axpayers making a 
~ .../" 

three-year reduction will 

· ~1 · d' income ea ing toward an 

different6i' between the 

~ . 
total tax cut of 30 percent. This 

also apply to the tax on une~d ~Y1 
1 1 .. i./.' f h _) ""'11"""'" eventua e imination o t e present 

~ ~ """" tax on earned and unearned in~ome. 
-· ~ 

I had hoped we could make this retroactive to January 1st .) 

but the explo~ of the Fed~al deficit since last~ember ~ 
has ruled that out. We also learned that mak~ it re~active • 

~ ~ ~ 
would work a hardship on States where the State income tax _,,--
is tied to the Federal tax. Their budgets, already in 

place, would be thrown out of balance. 

~ - ~ effective starting date 
~ ·~ 

tax rate reductions will be 

~ 
for these 10 percent 

~ V'" 
July 1st of this 

Therefore, the 
~ 

personal income 

v year. 
~ ./ 

Again, let me remind you this 30 percent reduction, 

while it will leave the taxpayers w~S~illi~n mo~ in 
. v . , ~- -:-

their pockets over the next ~ years, is actually only a 

d · .~. h ~ 1 d b 'l . h e uction in t e tax increase a rea y ui t into t e system. 
~ ~ 

C 
Unlike some past tax (quote, unquote) "reforms," this 

~ ~ ~ 
is not merely a shift of wealth between different sets of 

taxpa~. This proposal for an equal reduction in everyone's 

tax rates will expand our national prosperity, enlarge 

national incomes, and increase opportunities for all l\mericans.w 
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~e 
I 

Some will argue, I know, that a redu'Ca tax ~e will 

inflati~. A solid body of economi~rts does~ 
_,...., ~ ...,,.,.,,.. -... ~ 

agree. And certainly tax cuts adopted over the past three-

.f • ...,,-f . . ~ ~ ourt1ls o a century indicate the econonu.c experts are • 

righ~ The advice I have had is that by 19~ur real 
/ ./ ~ ~ 

product~n of goo?l'S and services will grow by 20 percent and 
f>300.~ ~ - ~ 

will be ~billion higher than it is today. The average 

worker's wage~ rise (in real purchasing power) by <(~ 
~ 

percent and those are after-tax dollars. This, · of course, 
. _ _.,.,.. . ~ ' .._,,,. . 
is predf'e'""ated on our complete program of tax cuts and4spending 

reductions being implemented. 

The other p~of the tax package is aim~rectly at 

providing business and industry with t~e capital needed to 

modernize and engage in more research and development. This 

will involve an increa~in depreciat~allowances and this 

pa;t of our tax p~sal will be retroactive to Janu~ 1st. 

The present depreciation system is obsolete, needlessly 

complex, and economicaliy counterproductive. Very simply, 

. b / h d . ../' f 1 h' ~ h~l d it~ t e epreciation o p ant, mac inery, ve 1c es, an 

tools on their origina~st with no reco~nit~of how 

infla~n has increa~their replaceme~ost. We are 
. ~ 

proposing a much short~rite-off time than is presently 
, ,,,,- . ._,,,,,-

a 11 o~ We propose a five-y~r write-off for machinery; 

three years for vehi~ ·and trucks; a~d a ten-y~write­
../ 

off for plant. 
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v 
n calenda 1982 under this plan business would 

acqui~lO~ion for inves~nd by 19ii5°'the figure 

would ~5 bi~"'\,These changes are essential to provide 

the new investment which is needed to create thr~llion 
new jobs ·t..,J,w'4·• ~ and 19~nd to make America competetive ' 

once again in world markets. These are not makework jobs, 

they are jobs for the future. 

I'm well aware that there are many other desirable tax 

changes such a~exin~e income taX brack~ to protect 

. . fl . h . th . ../d. ~ taxpayers against in ation. T ere is e unJust iscrimina-

tion against marrie~~ples if both are work~ and ear~, 
· · v"' d' ...- h f · f th · h · ~t tuition tax ere its, t e un airness o e in eritan~e · ax 

~ _,,,.- . e;,J.-
especially to the f amily-owne~ farm and the family-owned 

r 

business and a number of others. But our program for economic 

recovery is so urgently needed to begin to bring down inflation 

that I would ask you to act on this plan first and with 

great urgency. Then I pledge to you I will join with you in 

seeking these additional tax changes at an early date. --­American society experienced a virtual explosion in , ' 
/ . ~ . ~ ~ 

~vernmen~egulaeion during the past decade. Between 1970 
~ v' .......,..... a,.;.--- . 
and 197~nditures for the major regulatory agencies 

uadrupled, the n~f page~li~nnu~ the 

Federal R ister nearly trip~and the n~f ~in 
the Code of Fede~gulations ne~rly doubled. 

A~M ,. 

(_ 
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\./ 
The result has been highe~rices, less emp~ent, and 

1 v d V. . ower pro uct1v1ty. 
../ ./ 

Overregulation causes small and independent 

businessmen and women, as well as large businesses, to defer 
~ ~ 

or ~erminate plans for expansion and, since they are responsible 

for most of our new jobs, those new jobs aren't created. 

We have no intention of dismantling the regulatory 

agencies -- especially those necessary to protect the environment 

and to assure the public health and safety. However, we 

must come to grips with inefficient and burdensome regulations 

eliminate those we can and reform those we must keep. 

r have ask~d Vic Pres-ft:::: Bush to head a cabiC 
~Cr -/ .. c:;..-

i level Task Force?gulatory Relief. Second, I asked each 

(J t./..~ memb~ my Cabinet to postpo~e ef fecti~es of the w:r: ~;.~ .-
'i /fl hundreds of regulations which have not yet been implemented. 

I ,').: i / """" JJ 9J!~b,' Th_:_r~coordination with ;the Task Force, m;;:;t-2f the~.,__ 

• {l ~~ agencY heads have ta~en prompt action to review and rese'ipd 

Y \"f>"\ex~burdensome re'/l)!-~ Finally ,~t yest~, I 

CO \ signed an JXe~vE! _s!rder.~at for the first time pro'?-.2.es 
"-'' j\J--~' ~ , q:--- vs:;::. ~ 
~~~ '~ for effective and c~~rdinafed managKent of the regulatory 

f\)\" process. ' ._ 

Although much has been accomplished, this is only a 

r beginning. We will eliminate those regulations that are 

~· .\ unproductive and unnecessary by :;,xec~~t~ere possible 

t" ~ \ an ~ ~ .,,,,-t \ ~d cooperate fully with you on th~e that require legislation. 
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The final aspect of our plan requires·a nat1onal mone~ 
policy which does not allow money growth to increase con-

sistently faster than the growth of goods and services. In 

order to curb inflation, we need to slow the growth in our 

money supply. 
~ 

We fully recognize the independence of the Federal 

Re~~ and will do nothing to undermine that independence. 

v>-- ~~ 
We will consult regularly with the Federal Reserve Board on 

all aspects of our economic program and will vigorously 

pursue budget policies that will make their job easier in 

reducing monetary growth. 

A successful program to achieve stable and moderate 

growth patterns in the money supply will keep both inflation 

and interest rates down and restore vigor to our financial 

institutions and markets. 
,.,. 

This! then, vur proposal. "America's New Be9inning: 

A Program for Economic Recovery." I do not want it to be 

· a·~· h ·~h simply the plan of my A ministration -- I am ere ton~g t to 

ask you to join me in making it our plan. Together, we can 

embark on this road not to make things easy, but to make 

things better. 

Can we do the job? The answer is yes. But we must 

begin now. Our social, political, and cultural, as well as 

our economic institutions, can no longer absorb the repeated 

shocks that have been dealt them over the past decades. 
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We are in control here. There is nothing wrong with 

America that we can't fix. So I'm full of hope and optimism 

that we will see this difficult new challenge to its end --

that we will find those reservoirs of national will to once 

again do the right thing. 

I'm sure there will be some who will raise the familiar 

old cry, "don't touch my program cut somewhere else." 

I hope I've made it plain that our approach-has been 

even-handed; that only the programs for the truly deserving 

needy remain untouched. 

Already, some have protested there must be no reduction 

of aid to schools. Let me point out that Fed~id to 
~ ·Q,tt<-- ·'\.fl/ ~ 

educa~on amounts to only :tf'~percent_9~tal educational 
. 'JV'-' ~ 

funding. For this the Federal Government has insisted on a 

tremendously disproportionate share of contr~1':;.9ver our _ 
~- ~V- V_ ,y 

schools. Whatever reducti~s we've proposed in that ~percent 

will amount to very little of the total cost of education. It 

. ~~ ""~ will, however, restore more authority to Statel and local 

school districts. 

The question is, are we simply going to go down the same 

path we've gone down before -- carving out one special program 

here and another special program there. I don't think that 

is what the American people expect of us. More important, I 

don't think that is what they want. They are ready to return 

to the source of our strength. 

x 
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~ 
The substance and prosperity of our Nation is built by 

wages brought home from the factories and the mills, the 

farms and the shops. They are the services provided in 

ten thousand corners of America; the interest on the thrift 

of our people and the returns from their risk-taking. The 

production of America is the possession of those who build, 

serve, create, and produce. 

For too long now, we've removed from our pe9ple the 

decisions on how to dispose of what they created. We have 

strayed from first princ~es. We must alter our course. 

The taxing power of A~over~~e j;_must be used to provide )(. 
-;, 

revenues for legitimate ~overnm nt purposes. It must not be ~ 
,,... 

used to regulate the economy or bring about social change. 

We've tried· that and surely must be able to see it doesn't 

work. 

Spending by government must be limited to those functions 

~ d¥-
which are the proper province of ~overnment. We can no 

-:,.... 
longer afford things simply becaus~ we think of them. 

-~ ~ ~ """"" ~ Ir11:neJin'onths left in this fiscal year we can reduce the 

bu~ by $f~llion and in 19~y $~llion, without 
~ 

harm to government's legitimate purposes and to our 

responsibility to all who need our benevolence. This, plus 

the reduction in ta~tes, will put an end to~ation. 
May I direct a question to those who have indicated 

unwillingness to accept this plan for a new beginning: an 

x 
y 
'i 
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economic recovery? Have they an alternative which offers a 

greater chance of balancing the budget, reducing and eliminating 

inflation, stimulating the creation of jobs, and reducing 

the tax burden? And, if they haven't, are they suggesting 

we can continue on the present course without coming to a day 

of reckoning in the very near future? 

If we don't do this, inflation will put an end to everything 

we believe in and to our dreams for the future. _We do not 

have an option of living with inflation and its attendant 

tragedy, of millions of productive people willing and able to 

work but unable to find buyers in the job market. 

We have an alternative to that, a program for economic 

recovery, a program that will balance the budget, put us well 

on the road to our ultimate objective of eliminating inflation 

entirely, increasing productivity and creating millions of 

new jobs. 

True, it will take time for the favorable effects of 

our proposal to be felt: So we must begin now. 

The people are watching and waiting. They don't demand 

miracles, but they do expect us to act. Let us act together. 

Thank you and good night. 




