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During the campaign I callea attention to the fact
that Social éecqrity had both a short range.and a iong
range fiscal problem. I pledged to do my ‘best to restore
the program's flscal respon51b111ty and to do Yo} w1thout
in any way reducing or eliminating benefits for those
now dependent on Social Security.

Last spring we suggested a plan to the Congress --—
at their request -- aimed at resolving the fiscal problem
in Social Security. It was in the height of the debate
over our economic recovery program and»for what ever reason
what we had suégested was attached as a device for cutting
the budget at the expense of you who are already collecting
Social Security.

To all of you listening and particularly those of
you now receiving Social Security, may I ask you to listen
very carefully: first to the problem that threatens the

integrity of the program and thﬂ)to a possible solution.

working and paying the Social Security payroll tax for

every one retiree. Today that ratio has changed to only

3,1
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For many years we've known that an actuarial imbﬁlance
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There is a short range problem that is much closer

N~ T »

than that. The trust fund from theh retirement benefits

=~ - . m e . -

are peid has been paying out biiliohs_of dollars more - ‘
each year than it takes in. The simple fact is that the
fund will run out ef money before the end of £Z%;.unless
something is done.
Some of our opponents claim new figures reveal a
cushion of several billions of dollars which will carxy
the program beyond 1982. Poesibly they mean beyond the
1982 elections. |

The cushion they speak of is to borrow from two

other Social Security funds that are in better shape than

disability fund. Of course doing this would be a temporary

the trust fund. These are the Medicare fund and the . é?
expedient only to postpone the day of reckoning. Alice g

Rivlin of the Congre551ona1 Budget Office told a Congressional jhb

ol

committee day before yesterday that such borrowing cht
AL
carry us to 1990, but then we'd face the same problem.

as she put it we'd have to cut benefits or raise the payroll

Well, let me point out that in 1977 Conhgress passed

the largest tax increase in our history and it was a series

of increazses in the Social Security payroll tax. There will

be an increase in this coming January, another in 1985,

N
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and aga;n in %%??” nd 1990
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s When these increase were signed into law about three
 years ago, 1t was stated that they guarant{ the solvency ’ /

of Soc1a1 Securlty until the year 20, .' But we're running

4 30 :
out of money in 1982 -- just %% years short of 20¥%. %iﬁﬁarxvﬂéﬁ

{ f SM__m;ﬂ@gfr%%aﬂ~ha;£—the_natlon_s—work”f’ﬁﬁyﬁﬁ%f— é//
C; LEuﬁl~SQG&%TtY“t8X*IS“bIOﬁGE~%h&B—the*LnCQme,tax In 1937

we were told the tax would never be greater than 3% of the /

&g§§§> first $3,000 of earnings. It is presently 13.3% of the S

first $29,700 and the scheduled increases will take it to -
éa 6D e 1990, .
15.3% of the £first ' $&ﬁ?QGG“ And even then Miss Rivlin

says we would netd an additional ingcrease. /By the year g
g Y ,Li 'l., Dﬁ 1o -~ L,
L»“”ZO}Q‘tne taxtwonld have to b 3% Jof all earnings and our

\
economy could not support such a tax.

The year 2015 may sound like a far distant time, but
you in the work force who are 30 years old will just be
reaching retirement age. And those below that age will be
paying'the excessive tax I mentioned.

Some have suggested reducing benefits, others propose
an income tax on benefits or that the retirement age should
be moved back to age 68. And there are some who would
simply fund Sociei Security out of éenetel tax funds as‘
welfare is funded. I believe there are better solutions.

First I am_asking the Congtess to testore the minimum
benefit which was cancelled in the recent budget bill. It
was never our intention to take this support away from

thcse who truly need it. There is, however, a sizable

percentage of recipients who are adeguately provided for

SN e




"/

i

by pensions or other income and should not be adding to

the financial burden df'Social'Security.“ ) B
: M T DT DL R pw - w B, : B
The same situation prevails with regard to disability 4/3

payments. Congress llbeLallzed the disability standards

. I /i .-/1&- /?A’O} M/\. gty 7(//4 s b é Gon . 4
" i{ 1965 and there was an almost 1mmed1ate upsurge 1in .
disability claims. Now no one will deny that one with a

éé;gtimate claim should be provided for. We believe,
however, that there is widespread abuse of the system
which should not be allowed to continue.

Since 1962 there has been provision for-early
retirement. Particiéants in the Social Security.program
can retire at age 62 and receive a reauced benefit of
80% of the full payment. Since that wént into effect,
there has been the greatest change in the composition of
our work force in our history. The most productive age
group —-- thcse between the ages of 54 and 64 -- has
experienced a dgreat decline while the percentage of citizens

taking early retirement on Social Security Vastly increased.

v Ahg\fiiy/witﬁ\{$i</p educt ///in beéiif}/ﬁh //)yfs an Uﬁﬂu}
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additional burden~on the tr u

We, tnereLore, in our proposal asked that early
retirees in the future receive 55% of the total benefit,
?EEZ and this is most iméortanf, thosevearly retireéé Qéuld
only have to work an additionai 20 months to be eligibii/,/
for the 80% payment. I don't believe very many of you were

allowed to hear of that part of the propcsal.
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The only change propbsed-for those already receiving

~~ 8
.

Social Security had to do with the annual cost of living
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adjustment. This wég portréyed as a violation of my
campaign promise to make Social Security fiscally sound
without reducing-the benefits you are now receiving. I'll
leave it to you to judge how much (if any) violation £here
was.

The cost of living adjustments are.made on July-lst
each year. That is a hang over from the days when the

fiscal year began in July. We proposed a one time delay »

in making that adjustment, postponing it for three months
until October 1lst. From then.on it would continue o bey

ma e% mon S. p W / -
vxd @Mliwqt 0O W@\;th éﬁfa%%{mw\ @ML({

These few changes would have solved both ﬁQA%AJL

range and long range problems of Social Security once and
for all. |

In addition they would have made it possible to cancel
the increases in the payroll téx by 1985. To a young person _
just starting in the work force the savings from cancelling
those increases would, on the average, amount to 533,000
by the time they reached retirement. Add compound interest-:
to this and it'makes a tidy nest egg.

= -‘ Ll gt LA

However,-let me point out ehf-TCEt—wergjqeve‘

in concezep) is proposal. We hoped it could be a -
starting point for a bi-partisan solution to the problem.
We were'ready to listen to alternatives or other ideas -which

might improve on or replace our proposals. But the majority
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Jeadership in the House of Represenéatives refused- to

)01n in any such cooperatlve effort._"f; “~-f

..—~ . o

The problem of a short fall of funds 1n 1982 st111
remains. I therefore am asking, as I sald, for restoration
of the minimum payment and I will support interfund borrowing

as a temporaryymeasure .while we seek permanent solutlonu14#0
the %e«w oA, 25199 3

a To remove this all\)importaht problem from polltlcs

once and for all, I am asking the Speaker of the House of
Representatives and the Majority Leader in the Senate,
Howard Baker, to join me in creating a task force to review
all the options and come up with a plan. A plan that
gurantees there w111 be no pulling of the ruff out from under
cxu_AéiZ~£2A=L
ecu ‘Ty-for‘the itvedlih

I ask Speaker O'Neill to appoint 5 members to this task

force, and Senator Baker 5 members, and I will appoint 5

members.

"I cannot and will not stand by and see flnanc1al

2

hardship imposed on the more than 3‘3 million seENTOr—eiE+ZENS

who have worked and served this nation throughout thelr 11ves.

They deserve better from us.-
Now in conclusion, let me return to the principal purpose

of this message -- the budget and the imperative need for

alI-of use‘to ask less of government; to help up return to

spending no more than we take in; to end the oe;1c1ts and

bring down interest rates that otherwise can destroy what

w'e've been building here for two centuries. . %\K{d/l_‘g{;\j
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During the campaign I called attention to the fact ver

that Social Security had both a short range and a iong .:?:ka
range fiscal problem. I pledged fo do my best to restore
the program's fiscal responsibility and'to do so without
in any way reducing or eliminating benefits for those
now dependent on Social Security.

Last spring we suggested a plan to the Congress --
at their request -- aimed at resolving the fiscal problem
in Social Security. It was in the height of the debate
over our economic recovery program and for what ever reason
what we had suggested was attached as a device for cutting
the budget at the expense of you who are already collecting
Social Security.

To all of you listening and particularly those of
you nOW>r§ceiving Social Security, may I ask you to ligten
very carefully: first to the problem that threatens the
integrity of the program and then to a possible solution.

v\ \ASD
: began there were 16 people

working and paYing the Social Security payroll tax for
every one retiree. Today that ratio has chahged to only

B2
2Zz8workers paying in for each beneficiary. ®he—number

E l L) 9 Fm‘ aﬁ?ﬂ ! lz l » l ] l !!E
Ctnot &*@\;’m )
in-the~mmber--of-workers-.
For many yeérs we've known that an actuarial imbalance

& lorg - erm g i
existed and that the program faced ajpp unfunded liability

+. Of several trillion dollars that will catch up with us a

Y

few decades down the road. w\
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There is a short range problem that is much closer
than that. The trust fund from which retirement benefits
are paid has been paying out billions of dollars more
each year than it takes in. The simple fact is that the
fund will run out of money before the end of 1982 unless

something is done.

Some of our opponents claim new figures reveal a
cushion of several billions of dollars which will carry
the program beyond 1982. Possibly they mean beyond the
1982 elections.

The cushion they speak of is to borrow from two
other Social Security funds that are in better shape than
the trust fund. These are the Medicare fund and the
disability fund. Of course doing this would be a temporary
expedient only to postpone the day of reckoning. Kilice
Rivlin of the Congressional Budget Office told a Congressional
committee day before yesterday that such borrowing might
carry us to 1990, but then we'd face the same problem. And
as she put it we'd have to cut benefits or raise the payroll
tax. )

Well, let me point out that in 1977 Congress passed
the largest tax increase in our history and it was a series
of increases in the Social Security payroll tax. There will

be an increase in this coming January, another in 1985,

and again in 1987 and 1990.
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When the2® increase were signed into law about three
years ago, it was stated that they guaranty the solvency

of Social Security until the year 2 . But we're running

48

<5
out of money in 1982 -- just PX years short of 203}%. mﬁj&
7

[ For more than half the nation's work force the J/*gzz/

Social Security tax is bigger than the income ta%:l In 19
we were told the tax would never be greater than 3% of the
first $3,000 of earnings. It is presently 13.3% of the
first $29,700 and the scheduled increases will take it to
15.3% of the first $66,900. And even then(&};gfgzvlin
says we would need an additional increase. (éy the year
2015 the tax would have to be 23% of all earnings and our
economy could not support such a taxi]cx&

The year 2015 may sound like a far distant time, but
you in the work force who are 30 years old will just be
reaching retirement age.{jénd those below that age will be
paying the excessive tax I mentione;)

Some have suggested reducing benefits, others propose
an income tax on benefits or that the retirement age should
be movéd back to age 68. And there are some who would
simply fund Social Security out of general tax funds as
welfare is funded. I believe there are better solutions.

First I am"asking the Congress to restore the minimum
benefit which was cancelled in the recent budget bill. It
was never our intention to take this support away from
those who truly need it. There is, however, a sizable.

percentage of recipients who are adequately provided for
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by pensions or other income and should not be adding to
the financial burden of Social Security.

The same situation prevails with regard to disability
payments. Congress liberalized the disability standards
in 1965 and there was an almost immediate upsurge in
disability claims. Now no one will deny that one with a
lgeitimate claim should be provided for. We believe,
however, that there is widespread abuse of the system
which should not be allowed to continue.

Since 1962 there has been provision for early
retirement. Participants in the Social Security program
can retire at age 62 and receive a reduced benefit of
80% of the full payment. Since that went into effect,
there has been the greatest change in the composition of
our work force in our history. The most productive age
group -- those between the ages of 54 and 64 -- has
experienced a great decline while the percentage of citizens
taking early retirement on Social Security vastly increased.
And even with the 20% reduction in benefit there was an
additional burden on the trust fund.

We, therefore, in our proposal asked that early
retirees in the future receive 55% of the total benefit.
But, and this is mostlimportant, those early retirees would
only have to work an additional 20 months to be eligible
for the 80% payment. I don't believe very many of you were

allowed to hear of that part of the proposal. )
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The only change proposed for those already receiving
Social Security had to do with the annual cost of living
adjustment. This was portrayed as a vialation of my
campaign promise to make Social Security fiscally sound
without reducing the benefits you are now receiving. I'll
leave it to you to judge how much (if any) violation there
was.

The cost of living adjustments are made on July 1lst
each year. That is a hang over from the days when the
fiscal year began in July. We proposed a one time delay
in making that adjustment, postponing it for three months
until October 1lst. From then on it would continue to be
madecyﬁry 12 months.

These few changes would have solved both the short
range and long range problems of Social Security once and
for all.

In addition they would have made it possible to cancel
the increases in the payroll tax by 1985. To a young person
just starting in the work force the savings from cancelling
those increases would, on the average, amount to $33,000
by the time they reached retirement. Add compound interest
to this and it makes a tidy nest egg.

Howéver,(éét me point out our feet were never imbedded
in conceret on this propos;g] We hoped it could be a
starting point for a bé%?grtisan solution to the problem.
We were ready to listen to alternatives or other ideas which

might improve on or replace our proposals. But the majority
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leadership in the House of Representatives refused:to
join in any such cooperative effort.

The problem of a short fall of funds in 1982 still
remains. I therefore am asking, as I said, for restoration
of the minimum payment and I will support interfund borrowing
as a temporary measure while we seek a permanent solution.

To remove this all important problem from politics
once and for all, I am asking the Speaker of the House of
Representatives and the Majority Leader in the Senate,

Howard Baker, to join me in creating a task force to review
all the options and come up with a plan. A plan that
gurantees there will be no pulling of the run out from under
those dependent on Social Security for their livelihood.

I ask Speaker O'Neill to appoint 5 members to this task
force, and Senator Baker 5 members, and I will appoint 5
members.

I cannot and will not stand by and see financial
hardship imposed on the more than 36 million senior citizens
who have worked and served this nation throughout ﬁheir lives.
They deserve better from us.

Now in conclusion, let me return to th€ principal purpose
of this message -- the budget and the imperative need for
all of use to ask less of government; to help up return to
spending no more than we take in; to end the deficits and
bring down interest rates that otherwise can destroy what

we've been building here for two centuries.
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Good evening.

Shortly after taking office, I came before you .to
map out a plan for national economic fecobery. There
were four main parts to our program:

-- Tax cuts to stimulate more growth and more jobs;

—-- Spending cuts to put an end té continuing deficits
and high inflation;

-- Regulatory relief to lift the heavy burden of
gfvernment rules and paperwork;

—- And finally, I recommended a steady, consistent
monetary policy.

. Over these past several months, we have made strong,
encouraging progress on all four fronts. The flood of new
governmental regqulations, for example, has been cut by /more
thén a thlrd;]

I was especially pleased with actions taken byﬂ ongress
this summer. As a bipartisan coalition of Republicans and
Democrats joined together, we enacted the biggest tax cuts
and the greatest reduction in Federal spending in our‘gftion‘s
history. And both will begin to take effect a week from
today. ' .

Let me say that these two bills would never have passed
without your help. Your voices were heard in Washington, and

they were heeded by those you've chosen to represent you in

government.
>

[N




Yet, in recent weeks we've begun to hear a chorus
of voices protesting that we haven't had full economic
recovery. This is true. But these voices are the .same
ones that were raised against our pfograh when it was first
presented to the Congress. Now that the first part of it
has been passed, they declare it hasn't worked. Well it
hasn't -- for the simple reason that it doesn'trreally start
until one week from today.

There have been some bright spots in our economic
performance these past few months. At long last, [inflation
has fallé;]and pressures are easing on both food and fuel
prices. More than a million more Americans are now at work
than a year ago. And recently there has even been a small
crack in interest rates.

But let me be the first to say that our problems are
deep-seated. They won't suddenly disappear next week, next
month or for that matter next year. We are just starting
down a road that I believe will lead us out of the economic
swamp we've been in for so long.z:;;t the bitter inheritance
of the 70s will be with us for a while in the 805;:3

It will take time for the effect of the tax rate
reductions to be felt in increased savings, ‘productivity
and new jobs. It will also take time for the budget- cuts
to reduce the budget deficits which have brought us near

runaway inflation and, in turn, the ruinous interest rates.




The important thing now is to hold to a firm, steady
course. (E% I've had an opportunity to travel recently
and to read the mail that so many of'you take the time
to write, I've heard one message over and over: "Don't
lose your nerve at the first cries from the critics. Don't
repeat the mistakes of the past. Stay on course because
this is the only way out of our economic troubles." Let
me assure you that we will do just that::]

Tonight I want to talk with you for a few moments about

"the next steps that we must take along that path -- additional
reductions in federal spending that will heip to lower our X
-

interest rates, lower our inflation and bring us closer to
full economic recovery;

I know that high interest rates are punishing many of
you -- from the young family that wants to buy its first
home to the farmer who needs a new truck or tractor. But a1l
of us know that interest rates will only-come down and stay

down when government is no longer borrowing huge amounts of /K’
= .

=

money to cover all of its deficits.

These deficits have been piling up every year, and some
people here in Washington almost throw up their hands in
despair. Maybe you'll remember that we were told in the
spring of 1980 that the next budget would be balanced. Well,
(E;at budget -- like too many in the past -- hemorrhaged

)
badly and wound up in a sea of red inkZ]
A



I have pledged that we shall not stand idly by and see
that same thing happen again. When I presented our economic
recovery program to Congress, I said we were aiming to cut 7<.
the deficit steadily downward, reaching balance by 1984.

We made an historic start toward'shrinking the growth
of big government iﬁ the budget bill that I signed this
summer. | That bill cut $35 billion from the 1982 budget and
slowed the growth of spending by $lg% billion over the next

®

theece yearé:l In one clean sweep, we cut the[;overnment's
7
7

D[X

rate of growt%}nearly in half.

Now we must move on to a second round of budget savings --
savings that will keep us on the road to a balanced budget.

Our immediate challenge is to hold down the deficit in
the coming»year, 1982 -- a fiscal year that actually begins
next week. As in the past, a number of threats are now
appearing that will drive the deficit upward‘;f we fail to
athk For example, in the euphoria just after our budget bill
was approved this summer, we didn't point out immediately that
while we did get most of what we'd asked for in savings,
most isn't all. Some of the savings in our proposal were
not approved; and since then, the Congress has also taken
actions that coulé]add—even more to the cost of government.

The result is that without further redd&tiOns, our
deficit for 1982 will be increased by some $16 billion.

The estimated deficit for '83 will be increased proportionately.

&
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And without further cuts, we can't achieve our goal
of a balanced budget by 1984.| Added to this is the
unanticipated increase in the cost of borrowing to meet
those deficits due to the high interést iateé:)

It would be easy to sit back and say, "Well, it will
take longer than we.thought to put our house in order. We
got most of what we proposed, so let's stop there." But

that's not good enough. | If we don't hold to a steady course

of shrinking the growth of‘gpvernment, we will have continued s
big deficits -- deficits that will keep interest rates high,

and drastically slow our fight against inflation;:)

In meeting to discuss this problem a few days ago,
Senator Pete Domenici of New Mexico, Chairman of the Senate
Budget Committee, recalled the words of that great heav&??eight 5
championﬁJoe Louis just before he stepped into the ring against
Bii&& C;;n. .There had been some speculation that B;fiy might
be able to avoid Joe's lethal right hand. Joe said, "Well,
he can run but he can't hide."

Senator Domenici said to me, "That's just what we're
facing on runaway Federal spending. We can try to run from
it but we can't hide. We have to face up to it."

He's right, of course. 1In the last few decades we
started down a road that led to a massive exﬁlosion in
Federél spending. It took abgat 170 years for the Federal
budget to reach $100 billion. That was in 1962. But then
it only took 8 years to reach the $200 billion mark and only

N,
5 more to make it $300 billion. In the next 5 we nearly doubled

[

that.
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It would be one thing if we'd been able to pay for all
the things:government decided to do, but we've only balanced e
the budget gﬁce in the last 20 years.

In just the past decade, our ngtionél debt has more than
doubled. And in the next few days it will pass the trillion
dollar mark. One tfillion dollars of debt -- if we as a
2ftion need a warning, let that be it.

[bur interest payments on the debt alone are now running

‘more than $96 billion a year That's more than the total

combined profits of the 500 biggest companies in the country;

or to put it another way,CEgshington spends more on interest

than on all of its education, nutrition and medical programs

; Y 5578,
comblnedj 4ot M€ srart (\’\Q&\Q@’\bk’& » \3 =4 9
YWCA;‘: 7
In the past, there have been several methods used to fund
some of our social experiments. One was to take it away from
l&nional/ﬁéfense. From being the stroﬁgest nation on earth X3¢
-~ ~

- -

in the post WW II years we steadily declined, while the Soviet
Union engaged in the most massive military buii}ﬁg the world >
has ever seen.

Now with all our economic problems, we are forced to try
to catch up so that we can preserve the peace. Government's
first responsibility is ﬂational security, and we are determined
to meet that responsibility. Indeea, we haQé no choice.

Well, what all of this is leading up to is -- what do we

plan to do? Last week I met with the Cabinet and we took

up the matter.

- 1

2



I'm proud to say there was no hand wringing, no pleading
to avoid further budget cuts. We all agreed that the
"tax and tax, spend and spend" policies of the last few

decades lead only to economic disaster. * Our government must ;x<
o
r

return to the tradition of living within our means and must

do it now. We asked ourselves two guestions -- and the
answers weren't long in coming: "If nétﬁs -- who? If not
now -- when?

Let me talk with you now about the specific ways that I
believe we ought to achieve additional savings e—(égé;;gs‘f}
sag) Te Ef)' i d & ; $114

e $16 billion in 1982 and a total of $80 bllllﬂ when
spread over the next three years. I recognize that many in
Congress may have other alternatives, and I welcome a dialogue
with them. . But'let there be no mistake: we have no choice
but to continue down the road toward a balanced-budget -- a
budget -that will keep us strong at home .and secure overseas. And
let me be clear that this cannot be the last round of cuts.
Holding down spending must be a continuing battle for several
years to come.

Now, here is what I propose as our next steps:

First, I am asking @ohgress to reduce the 1982 X.
- A ; Aﬁi K
appropriation for most government agencies and progr by :

C > : - 4
12 percent. Tg%s w{ii save $17.5 billion over the next several
yef?s. In some cases, absorbing these reductions will not be
easy, but duplication, excess, waste and overhead is still

far toc great and can be trimmed further.
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There is simply no other choice: if we spend .what we

-

don't have, we'll have more of what we don't want -- rising
deficits, renewed inflation and a delay in economic recoveryfw

No one asked to be exempt from belt-tightening. Over thé
next th!t:‘years, the increase we had originally planned in
the Defense budget will be cut by $13 billion. I'll confess,
I was reluctant about this because of the long way we have to
go before the dangerous window of vulnerability confronting
us will be appreciably narrowed. But the Secretary of Defense
assured me he can meet most of our critical needs in spite of
this cut. |

Second, to achieve further economies, we will shrink the
size of the non-defense payroll over the next three years by
[;pme 6 1/2% -- some 75,000 employees Much of this will be
attained by not replacing those who retire or leave. There
will, however, be some reductions in force simply because we
are'reducing our administrative overhead.

I intend to set the example here by reducing the size
of the White House staff and the staff of the Executive
Office of the President.

As a third step, I am proposing to dismantle two Cabinet
departments -- Energy and Education. Both Secretaries are
wholly in accord with this. Some of the activities in both

of these departments will, of course, be continued either

independently or in other areas of government.

-

c

W/
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There is only one way to shrink the size and cost of
big ggvernment -~ that is by eliminating agencies that are <
not Q;eded and are getting in the way of a solution.

We do not need an Energy Departmen£ to solve our energy
problem: as long as we let the forces of the marketplace
work without undue interference, the ingenuity of consume£§4f)(
businesses, producers and inventors will do that for us. :9%2/

Similarly, education is the principal responsibility of gggzi
local school systems, teachers, parents, citizen boards and CQ;;;
state governments. By eliminating the Department of Educationcféggr
less than two years after it was created, we can not only
reduce the budget but ensure that local needs and preferences --
rather than the wishes of Washington ~-- determine the education

&

We also plan the elminiation of algéw smaller agencieé]

of our children.

and a number of boards and commissions, some of which have
fallen into disuse or which are now being duplicated.
Fourth, we intend to make sizable reductions of some
$20 billion in Federal loan guaréntees. These guarantees
are not funds that the government spends directly; they are
funds that are loaned in the private market that the government 7{
insures at subsidized rates. Our problem is that Fed;;al loan
guarantees have become a form of back-door, uncontrolled
borrowing that prevent many small businesses -- businesses

that aren't subsidized -- from obtaining financing of their

own.
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They are also a-major factor in driving up interest rates.

It is time we brought this practice under control.
TR

Fifth, I intend to forward toACongress this fall a new <
package of entitlement and welfarelreforﬁ measures =-- outside
Social Security -- to save nearly $27 billion over the next
e years. [39 the past two decades, we have created V(

hundreds of new programs to provide personal assistance Many
of these programs may have come from a good heart, but not all -
have come from a clear head. And the costs have been staggering.
In 1955, these programs cost $8 billion. By 1965 the cost was
$79 billion. Next year it will be $188 billion.

Let there be no confusion on this scoré; Benefits for
the needy will be protected. But the black market in food
stamps must be stopped. The abuse and fraud in medicaid by
beneficiaries and providers alike cannot be tolerated.
Provision of school loans and meal subsidies to the affluent
can no longer be afforded.

In California when I was Governor and embarked upon
welfare reform, there were screamé from those who claimed
that we intended to victimize the needy. But over 4 years
time, we saved the tafgfyer some $£aﬁllllon at the same time
we were able to increase the grants for the deserving and truly
needy by an average of more than 4%%. It was the first cost
of living increase they had received in 13 years. I believe

progress can also be made at the national level.

S
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We can be compassionate about human needs without being
complacent about budget excess.

Sixth, I will soon urge Congress to enact new proposals

A
to eliminate abuses and obsolete incentives in the tax code.
The Treasury Department believes that the deficit can be
reduced by $3.0 billion next year and Sgg;billion over the
next th#e® years with prompt enactment of these measures.

Now that we have provided the greatest incentives for
saving, investment, work and productivity ever proposed, we
must also ensure that taxes due the gpvernment are collected
and that a fair share of the burden ;; borne by all.

Finally, I am renewing my plea toj?gngress to approve
my proposals for user feés -- proposals first suggested last
spring, but which have been néglected since.

When the Federal‘gfvgrnment provides a service directly
to a particular industry or to a group of citizens, I believe

that those who receive benefits should bear the cost. For

example, this next year the Federal government will spend

2

éﬁkgéﬁé)million to maintain river harbors, channels, locks,

—’

>

and dams for the barge and maritime industries. Yacht owners,

commercial vessels géﬂ the airlines|will receive services

\

worth $2.8) billion from Uncle Sam.

My spring budget proposals included legislation that would

authorize the Federal government to recover a total of($;;6
N

million from the users of these services through fees.

. 183 |
-
\ s

A3




S Y

That is only a third of the .3 billion it will cost the

gpvernment to provide those same services. T; believe it X
£ —

7
is fair to ask these groups to bear more of the cost of

services from which they benefit directly.fi

None of these steps will be easy. We are going through
.a period of difficult and painful readjustment. I know that
we are asking for sacrifices from virtually all of you. But
there is no alternétive. Some of those who oppose this plan
have participated over the years in the extravagance that has
brought us inflation, unemployment, high interest rates and
an intolerable debt. I grant they were welLEZntentioned but
their costly reforms didn't eliminate poverty or raise welfare
recipients from dependence to self-sufficiency, independence
and dignity. Yet in their objections to what we've proposed -
they offer only what we know now has failed.

I believe we've chosen a path that leads to an America
at work, to fiscal sanity, to lower taxes and 1eSs inflation.
I believe our plan for recovery is sound and it will work.

Tonight I'm asking all of you who joined in this crusade
to save our economy to help again. To let your representatives
know that you'll support them in making the hard decisions to

further reduce the cost and size of/ggvernment.
~
/
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Now if you'll permit me, I'd like to turn to another )
subject which I know has many of you very concerned aﬁd
even frightened. This is an issue apart from the.economic
reform package we've first been discussing, but I feel I
must clear the air.' There has been a great deal of
misinformétion and for that matter pure demagoguery on the
subject of Social Security.
[?Lring the campaign I called attention to the fact
that Social Security had both a short and a long range fiscal
problem. I pledged to do my best to restore it to fiscal
X responsibility without in any way redpcing or eliminating f—‘ﬂ'uJ'E'j
benefits for those now dependent on it{f]
To all of you listening and particularly those of you
now receiving Soci;l Security, I ask you to listen very

carefully: first to what threatens the integrity of Social

Security and then to a possible solution.

When Social Security began there were 16 people working \ \
\
and paying the Social Security payroll tax for every one 2;////
i :
retiree. Today that ratio has changed to only)@ workers )(
paying in for each beneficiary. //(/f

Ifor many years we've known that an actuarial imbalance

existed and that the program faced an unfunded liability

\(\%,0

of several trillion dollars)

The short range problem is much closer than that. The
h e o %
X Social Security +rust fund has been paying out bilﬁions of -
" Covl
e dollars more each year than it takes in and it wiit run out i?w

“~ of money before the end of 1982 unless something is d§he.

=
/




- 14 - =
eaNeg
Some of our epponrents claim new figures reveal a
A :
cushion of several billions of dollars which will carry

the program beyond 1982. I'm sure it's only coincidence that
1982 is an electionAyear.
. foom
The cushion thgy speak of -is borrowing khe Medicare
fund and the disability fund.| Of course doing this would only
postpone the day of reckoning. Alice Rivlin of the Congressional
Budget Office told a Congressional committee day before /f<ﬂ
yesterday that such borrowing might carry us to 1990, but 3::;///
then we'd face the same problem. And as she put it we'd
have to cut benefits or raise the payroll tax. But the
payroll tag is already being raised.
In 1977 Congress passed the largest tax increase in our
history. It called for a payroll tax increase in January of
1982, another in 1985, and again in 1987 and 1990.
When that law was passed-{ei :?oére told it mad‘e Social ’
- |

Security safe until the year 2835+ But we're running out of -

20
money 23-years short of 2q><;

\
for*mnre*tﬂﬁﬁ‘HEIf‘fHE”ﬁE?TBETE“WETk“fUrceuthe”SUctal o X
Seeurtty tax is already the biggest—ta¥x they pay. ? +937~ \4\35‘ )4
we were told the tax would never be greater than A%‘of the first

g S

$3,000 of earnings. It is presently 13.3% of the first i

$29,700 and the scheduled increases will take it to 15.3%
<7600 - R .
of the first $§51§QOT And that's when‘ﬁig: Rivlin says we ¥/§<f

would need an additionél increase.
' I

G)OE ,/<§?¥>)
2 Q;(of

e
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Some have suggested reducing benefits, others propose

an income tax on benefits or that the retirement age should
be moved back to age 68. And there are some who would simply

fund Social Security out of general tax funds as welfare

is funded. 1I believe there are better solutions. s

Ij;’am asking the Congress to restore the minimum benefit

Cohm

- . . 03 o-\J - ’&-\
for current beneficiaries with incomes ijf—tess—thamr=S$65000
[

J’)Lpei—éndividuaixand“$77500’pérggoupies It was
never our intention to take this support away from those who
truly need it. There is, however, a sizable percentage of
recipients who are adéquately provided for by pensioné or
other income and should not be adding to the financial burden
of Social-Security.

The same situation prevails with regard to disability
payments. No one will deny our obligation to those with
legitimate claims. But there is widespread abuse of the
system which should not be allowed to continue.

Since 1962 early retirement has been allowed at age 62
with 80% of full benefits.

In our probosal we asked that early retirees in the
future receive 55% of the total benefit. But, and this is
most important, those early retirees would anly have to work
an additional 20 months to be eligible for the 80% payment.
I don't believe very many of you were aware of thét part of
our proposal.

The only change we proposed for those already receiving

‘-~ Social Security had to do with the annual cost of living

adjustment.

ufrid-

op
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Those adjustments are made on July 1lst each year, a
hang over from the days when-the fiscal year began ‘in July.
We proposed a one time dglay in makihg that adjustment,
postpohing it for three months until October lst.' From ‘////
then on _it would continue to be  made -every 12 months.[:;hat : -j&ﬁﬂt
one time delay would not lower your existing benefits but e
would on the average reduce your increase by about $86ﬁ“hd. aL‘Q.
By making these few changes we would solve the short and long
range problems of Social Security once and for all.
In addition we could cancel the increases in the payroll
tax by 1985. To a young person just starting in the work force
the savings from cancelling those increases would, on thé
average, amount to $33,000 by the time they reached retirement.
Add compound interest to this and it makes a tidy nest egg to
add to their Social Security benefits.
However, let me point out our feet were never[éybedded
in concrefélon-this proposal. We hoped it could be a starting
point for a bﬁtgartisaﬁ solution to the problem. We were V4
- ready to listen to alternatives and other idéas which might
improve on or replace our proposals. But the majority
leadership in the House of Representatives refused to join in
any such cooperative effort. ‘ i = -
‘Eistherefore am asking, as I said, for restoration of ° Lmaﬂgg
_ the minimum payment and for interfund borfowing as a temporary

measure to give us time to seek a permanent solution.!
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To remove Social Security once and for all from politics,
I am also asking Speaker Tip O'Neilé—of the House of
Representatives and Majority Leader in the Senate Howard Baker
to each appoint five members and I will appoint five to a
task force which will review all the options and come up with
a plan that assures the fiscal integrity'of Social Security and
that Social Security recipients will continue to recieve their
full benefits. Sl

I cannot and will qgﬁbstand by and see financial hardship
imposed on the more thgizéﬁ'million senior citizens who have
worked and served this nation throughout their lives. They
deserve better from us.”

Now in conclusion, let me return to the principal purpose
of this message -- the budget and the imperative need for
all of us to ask less of qovernment; to help us return to
spending no more than we Eake in; to end the deficits and bring
down interest rates that otherwise can destroy what we've been
building here for two centuries. -

I know that we are economizing in many areas and programs
that were started with the best of intentions and a dedication
to a worthwhile cause or purpose. But I know also that some
of these programs have not succeeded in their purpose. Others
have proven too costly, benefiting those who\administer them,
rather than thdse who were the intended beneficiaries.

This does not mean we Should discontinue trying to
help where help is needed. Government must continue to do

its share, but I ask all of you as private citizens to join

this effort, too. *
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As a‘people we have a proud tradition of generosity.
More than & century ago a Frenchman came to America. and
later wrote a book for his countrymen telling them what he
had seen here. He told them that in America a citizen would
see a problem that needed solving. He would cross the
street and talk to a neighbor about it and the first thing
you know a committee would be formed and before long the
problem would be solved. "And then," he added, "you may
not believe this but not a single bureaucrat would ever be
involved."

Some years ago when we were a young nation we began
visiting the lands of our forefathers. The American tourist
of that day was rather brash, unsophisticated by European
standards but blessed with a spirit of independence and pride.

One such tourist, an elderly, small town gentleman and
his wifé, were listening to a tour guide go on about the
wonders of the volcano Mt. Etna. He spoke of the great heat
it generated, the boiling lava etc. and went on until the old
boy turned to his wife and said "We got a volunteer fire
department at home -- put that thing out in 15 minutes."

I believe the spirit of volunteerism still lives in
America. We see examples of it on every hand -- the community
charity drives, support of hospitals and all manner of
nonprofit institutions, the rallying around when disaster
or tradegy strikes.

The truth is we've let government take away many things
we once considered were really ours to do voluntarily qﬁt of
the goodness of our hearts and a sense of community pride and

neighborliness.
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I believe many of you want to do those things again, want
to be involved if only someone will ask you or offer the
opportunity. Well we intend to make that offer.

We are going to launch a nationwider effort to encourage
our citizens to join with us in finding where need exists
and then to organize volunteer programs to meet that need.
We have already set the wheels of such a volunteer effprt
in motion.

As Tom Paine said 200 years ago: "We have it within
our power to begin the world over again."

What are we waiting for?
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Now if you'll permit me, I1'd like to turn to another

subject which I know has. many Qf‘yeu very concerned and even

Frightened. 'This is an issue apart from the economic reform

package we've flrst been dlscu551ng, but I feel I must clear..-:.

the air. There has been a great deal of mlslnformatlon and

for that matter pure demagoguery on the subject of Social
Security. :

To all of you lisfening and particularly those of you
now receiving Social Security, mey.I-ask you to listen very
éarefuliy: first to the problem that threatens the integrity
of the program and then to a way that I hope will lead to a

solution. _ ;;%u ‘quj

(/’ i [Teits =& : there were 16 people working

and paying the Social Security payroll tax for every one

22
retiree. Today that ratio has changed to only;;%%fﬁorkers

paying in for each beneficiary. The number of retirees is
' 2t G- Suhstsutially Pusten pate. Hhar
1ncreasing[2:i%2_i;mes_as—Zaet—as~the_lnczease/in the number
of workers.

For many years we've known that an actuarial 1mba1ance

o /axj s

existed and that the program facéﬁ ap-unfunpded—ITabrIity Of

gj/_r%‘m,d:w ) . )

.-

_decades dewn—the—road.

There is a short fange problem that is much closer than
that. The trust fund from which retirement benefits are paid
has been paying out billions of dollars more each year_than
it takes in. The simple fact is that the fund will soon run

ouf;of money unless something is done.

o, e

¢
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Last sprrng we suggested a plan to the Congress = ar their ‘
request —- almed at resolving all the problems 1in 5001a1
“Security. Unfortunately, the Congress ‘has failed to Xct. What ./
is worse, the oppoeirion'openlyyéhreetene'to'turn\eociei“”A N
security into a political football, jeopardizing the benefits
of 36 million recipients and-needlessly spreading alarm and
division among our people.

As your President, I cannot permit our national consensus .
to be ruptured by partisan politics nor will I permit the
financial inregrity of our basic social insurance system to
be jeopardized b& legislative conflict.

fhe plan I sent to the Congress, I believe, was sound,
fair and construcrive. It did not reduce by a single penny
the current earned benefit level of retired workers. Nor did
it raise taxes on younger workers as some have proposed. But
it did seek to reduce costs so that the threatened insufficiency
of funds late next year could be avoided and the checks
continued.

We propesed to achieve this by tlgheenlng the disability

/ ‘R\\
program -- so that only the/truly dlsableo///pld be eligible.
\

We also propecsed to encourage early retlrees to wait 20 mont S
N N

longer before being eligible for their full benefit. Likewise,"

we proposed to eliminate certain windfalls and other unearned

payments that drain the fund and jeopardize those who earned

their benefit.




- RO S

- 15 -

To older Americans watching tonight; let me be éuite

direct: Not by any st?éfch of the imagiﬁétion'coﬁid it be :

“said that this rescue planuya§”a*threa£_téuyour social

SecuritY-‘rinstead,’it’Was designed to protect the ‘system .

from fhé mismanageméhtrof-thé pa;t;‘ ) »
Unfortunately, during these past several months not only ©

have tﬁese facts been misrepresented, but preciods time ha;

been lost and the pos;ibility for bi-partisan consensus T .

in the Congress has been imperiled.

But the clock is still running and unless action is taken

soon, the retirement fund will be depleted. Therefore, late

this afternoon I sent a letter to the Speaker of the House
formally setting aside my own plan for the éake of national
unity. I proposed that instead he join me in an effort to
seek a consensus solution to our problem.

This would involve two steps. First, passage of
legislation to permit temporarxﬂppr;owing from other funds

to ensure that for the (next several years checks can continue.
Further I am asking Condgrss to remove this all important\

problem from politics once and for all. But most importantly

of all, I am asking the Speaker of the House of Representatives

and the Majority ILeader in the Senate, Howafa Baker, to join

me in creating a task force to review all the options and"

come up with a plan -- a plan that guarantees there will bg

no pulling of the rug out from under thcse dependent on

Social Security for their livelihood; a plan that will
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rBakerqS'members, and I will_appqépg~§“m§@bers. , - - T

- 1 - _
restore the fiscal integrity to the system. I ask Speaker

O'Neill to appoint 5 members to this task force,” and Senator

. Icannot and will not stand by and see financial hardship e
imposed on the more than Bb million who have -
worked and served this nation throughout their lives. They ”';’7
deserve better from us. .

Along with the temporary authority to borrow, I am slo

asking Congress to restore minimum benefit E;gtection\&g\all

-

-

current beneficiaries with incomes of undgr $7500 per yeAr.
The plan we passed last summer provides a so6lid safety net

of income protection for those who need it, but the rhetoric
and alarms we have heard from partisan critics since then have
spread needless doubt across the land.

Tonight, we will put those doubts to rest.

Now, 1in conclusion, let me return to the principal
purpose 6f this message-- the budget and the imperative need
for all of us to ask less of government; to help return to
spending no more than we take in; to end the deficits and bring
down interest rates that otherwise can destroy what we've

been building here for two centuries.
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If this were a "State of the Union" address I would 0
v ANRBANLD ONE QS 'bti
point out that, at long last, inflatio as-fulisn oy

hatk i v have
esladipies and WEEt pressures aBe ea

\ Vg v - 4V —
and fuel pr1c§jhﬂ'Further good news would be that/over a

./‘ \/ \/. [ v S\ v 8 [ b
million more Americans are at work todgy than ;ﬁere were late

g v’ I v v - g - iy
last year. We have cut the flood of new Govérnment regulations
S R v - v ‘7’r = e
in half and in a week the biggest cut in tax rates in our
v v v > v v P
Nation's history will go into effect.

That tax cut was, as you know,/ﬁ%companied by the
greatest reduction in Federal spepﬁing in our history and

that too goes into effect in a week as the new fiscal year

/

begins on October 1. o

/I

These last two itemsgd}e what I'd like to talk to you
about tonight -- what %?/Lave called our_"Economic Recovery
Program." It wouldn';fhave been possible without your
help. Youar voicei/ﬁere heard in Washington and they were
heeded by those}yﬁu've chosen to represent you in
government. l

In recent weeks a different chofus of voices has been
raised protesting that we haven't had economic recovery

F

yet; interest rates are driving small businesses to

the wa)l; and people are unable to buy or build homes for
themgelves. And all of this is true. But these voices

arg the same ones that were raised against our program

‘ﬁhen it was first presented to the Congress. Now that it
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has been passed they declare it hasn't worked. Well it
hasn't -- for the simple reason that it doesn't start until
1 week from today.

But let me be the first to say our problems won't
suddenly disappear next week or next month or for that
matter next year. Next week we will start on a road that
I believe wili lead us out of the economic swamp we've been
in for so long. But the bitter inheritance of the seventies
will be with us for a while in the eighties. It will take
time for the effect of the tax rate reductions to be felt
in increased productivity, jobs and prosperity.

It will take time for the budget cuts to reduce the
budget deficits which have brought us near runaway inflation
and in turn the ruinous interest rates.

These interest rates are hurting all of us including
Government. They will only come down when Government no
longer is competing in the money market with people who
want to buy or build homes and businesses seeking capital
for expansion. As this fiscal year ends, for example, we
will have to borrow to pay the huge deficit we inherited.
Maybe you'll remember we were told in March of 1980 that
the 1981 budget would be balanced.

When we presented our economic recovery program to
the Congress we said we were aimiggxisr a budget deficit -}

i (éﬂ_ﬂ_/ﬁ
of $45.0 billion in 19827\ e proposed budget left to us

i W
Ingent ! —MMM}O 3026 blum K
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in Januaryy wes about double that amount. Well about $35 billion
(> O o - >y
,/gmaﬁ’jﬂpdj-of the program was passed as ygi well iﬁéw. But in the

oo . . . : g
é&iﬂﬁbﬂﬂﬂﬂ_/ euphoria of the moment we didn't point out immediately that

O 2 & OO O O
while we did get most of what we'd asked fg%> mgg% i;%;t

| = o > D e & &
} all. me G?the cuts 1n our proposal were omltted g%f a
|

> |~ @ &
number ©of addltlonal spending measures were added durlng the
2
legislative process.
Qg; & @ P> ,gg C§§5 s
By f%% result is that without further r ctions our

e
’153m}p $42.5 b1f§aon def§%ﬁt for ldg? wiTT Be 1ng¥%ased‘5“ some

1T1§§§§§: $1 b11110n The estlmated ficit for '83 will be 1ncreased
Mow

ﬁ‘»

e 2 @ & 2 o &
£ “%?%‘ proportlonately And without further ongoing cuts we can't
Tepary & O OO & 2 o -
3 achieve our goal of a balanced budget by 1984, Added to

A (o) & S @ @
ﬁ%;s is the unanticipated increase in the cost of borrowing
&

(e .
to meet those deficits S%% to €E? h1gh 1nterest raf%%.

It would be easy to sit back and say, '"Well, it will

take longer than we thought. We got most of what we proposed."”

,,——@(’?fﬂﬂ‘BUt that's not good enough. Yes, the budget %%? the coming

.S

& & > & Ga 9D o O e & &
% zzgr has bgg; reduced by $35 billion and that will mean a

bfﬁllon reddgzlon in 1985 and $5§ billion in f5§4.
C? S & @ O
But those bu get prOJectlons d been based on the runaway

) =2 e/, o e
1> spending o 1981 The rate of increase was 148/ percent a

Y. 2o S o © Q O &
g&?ﬁkyear. We aim to cg% tﬁgt by more than half. If we dogﬁ%,

S RS S N N N
5§§§§§§i//’ contf%%ed budget deficits will keep interest r&fﬁg E?Zh and
& D @ &

D e
drastically slow our fight against inflatTion.

X
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In _meeting to discuss thls problem a few days ago, )<
v v v v L ~
Senator Pete Domenici of New Mexico, Chairman of the Senate
| Yl ~

Budget Comm1ttee, recalled the words of that great

=R e Tanr o -y o
ey, ps heavy welght champion, Joe Louls, Just before he st%pped

Lued® bw"&”tju\ o — v - .
%‘%%w% \;;"Qﬁ into the ring agalnst the Gerﬁn Champlon, PPX m >
b"\ v v — - e —
- ?&/ There had been some speculation that Max mlght be able to
v L N - v - — -
avoid Joe's lethal right hand. Joe said, '"Well, he can run
v N
but he can't hide." ‘
e / N v - -
Senator Domenici said to me, '"That's just what we're
-« - v v - v v -
facing on runaway Federal spending. We can try to run
v o P - - - o

from it but we can't h1de We have to face up ta 1€

e © & (=) (=}
He's right, of course. In the last few decades we

O R D B S e O > (o3
started down a road that 1ed to a massive explosion 1n
> 2 o = )
Federal spending. It took Eome]l?O years fcr t% Fqﬁ)eral C—*‘*“@“—

N 4
budget to reach $10 blﬁon Tlge was in 1962 But then

(= IO s P & o O
g?took only 8 years to reach the $20? bl?lon mark and

o e 2 -
onlyesamore% make it $300 billion. In the next 5@% almost

o.m :
dout?ed that A 3 - o
In 19@5’ B g5 (=N
W O w..—......m.x:.'c'-lll-5":"..&“.1.\'\1_.‘“_-_:-—--'-" e there were Onl}’ x
1 B §515 {9553 =
w‘ 6%;3?5 about ;QR_M Heraly\pro l{ﬂ on tﬁ: books 5 i—now there >
>

1200 Hhos bean e es-\-WQEdW e
ag?n%ﬁm-d A)ﬁor/e than half th€ people in

A o o \/ —
our land are receiving zssisbenee -- d1rect1y or indirectly --

o 0
ffom Washington. , ?

(
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It would be one thing if we'd been able to pay for all

T & |
/}f{ &/E’g%g the things Government decided to do, but we'c\‘;/"e) o% bala‘g%ed
oy

e @e o e = G
e the budget on% in the last 20 yheea)rs

A’J‘ Ten years ago our na¥ional debt was $400 billion. %
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There were other methods used to fuﬁd some of our
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social experiments. One was to take it away from our
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national detense. From belng the strongest Natlion on earth
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the Soviet Union engaged in the most massive military
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buildup the wor%i his eVer s‘e/en. Now with all our economic
troubles we are forced to try and catch up so that we can
preserve the peace. Government's first responsibility Is
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national security and we are determined to meet that

responsibility. Indeed, we have no choice.
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Well, what all of this is leading up to is -- what do we
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T © 2o o O

oy M up the matter of an answer to t%s qu ion. I'm proud to
Y

'LW
A
Javp: 4

\Lb / say there was no hand-wringing, no pleading to avoid further

/“/H:/‘?p © « &
VW bu et cuts. We're all agreed that the 'tax and tax,

_ﬁ

& & 2 >
,,.1!6‘ spend ax%spend" policies of the 1last fe% decades legﬁ only
© &2

to economic disaster. Our Goveguent must return to the
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ways of fiscal responsibility and must do so now

asked ourselves and answered two quéStions: "If not us --
| who? If not now -- when?"
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No one asked to be exempt from further cuts. Over
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U iy v 1 il
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I am convening a special cabinet-level task force
and asking them over the next 6 weeks to assemble a
welfare reform package. Secretary Richard Schweiker has
already been busily at work on this project, and I am
convinced that through intelligent reforms -- reforms
that continue to protect the truly needy -- we can save
as much as $15-20 billion over the next 3 years.

In California when I was Governor and embarked upon
welfare reform, there were screams from those who claimed

|
that we intended to victimize the needy. But over
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3“years' time, we saved the taxpayerSsome $2 b11110n at
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the same time we were able to increase the grants for the

v “— v L
deserv1ng and truly needy by an average of 43 percent It
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was the f1rst c&st- of living increase they had recelved
V\/
in 15 years. I believe something of this kind can be done
" :

at the national level.

There are other items in addition to planning the
reductions for 1983 and 1984 which we announced would be
necessary when we sent the economic package to the Congress.

Let us have no illusions. We are going through a period
of difficult and painful readjustment. I know that we are
asking for sacrifices from virtually all of you. But
there is no alternative. Some of those who oppose this plan
have participated over the years in the extravagance that

has brought us inflation, unemployment, high interest rates,
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and an intolerable debt. I grant they were well intentioned,
but their costly reforms didn't eliminate poverty or raigé
welfare recipients from dependence to self-sufficiency,
independence and dignity. Yet in their objections to what
we've proposed they offer only what we know now has failed.

I believe we've chosen a path that leads to an America
at work, to fiscal sanity, to lower taxes and no inflation.

I believe our plan for recovery is sound and it will work.

Tonight I'm asking all of you who joined in this crusade
to save our economy to help again, to let your representatives
know that you'll support them in making the hard decisions
to further reduce the cost and size of Government.

Now if you'll permit me I'd like to turn to another
subject which I know has many of you very concerned and even
frightened. This is an issue apart from the economic reform
package we've first been discussing but I feel I must clear
the air. There has been a great deal of misinformation and,
for that matter, pure demagoguery on the subject of

Social Security.



