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THE WHITE HOUSE 

WA S H I N G T O ~J 

February 17, 1981 

MEMORANDUM FOR THE PRESIDENT 

FROM: KEN KHACHIGIAN 

SUBJECT: Remarks: Address to Joint Session 

Herewith a clean copy of your speech. It is now going 
through final staff review. No changes will be made by the 
staff except for major policy corrections or factual 
adjustments. 

Let me explain some changes you will note since the time of 
our meeting yesterday. 

(1) Page 2. Stack of thousand dollar bills. The correction, 
to 67 miles, comes from Treasury. Obviously, we think this 
is still an extraordinarily graphic description. Incidentally, 
a billion dollars would stack up to 357 feet, in case you 
want to add that. 

(2) Page 5. Bottom of page -- oil. Phrase, "independence 
from foreign oil," a strong reference per Wirthlin. 

(3) Page 6. Ex-Im Bank. I've added the sentence from the 
original draft regarding most beneficiaries being profitable 
corporations -- Dick Wirthlin believes this is strong. It is 
a change from your draft. 

(4) The reference to the REA loans has been cut out. First, 
it is an off-budget item. Second, there were actually nothing 
like the savings we had suggested. Third, the loans are 
really only being raised from 2 percent to 5 percent. 
Stockman, et al. agree it should be cut. 

(5) Page 10. 
fraud. We're 
believed that 
the campaign. 

Bottom, note the new reference to waste and 
checking the numbers to make sure. But it was 
we should take a strong position on this per 

(6) Page 13. Bottom, write-offs on various things. We've 
got the numbers, but dropped tools because I'm told that the 
time on them has actually been extended from 3 to 5 years 
with the auto industry not that pleased about it. 
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(7) Page 17. Reference to Federal aid to education. At 
this point in your speech, you are coming on to the peroration, 
and Dick Wirthlin b e lieves (and I agree} that this is a jarring 
reference which gets you back to the budget cuts. If you 
agree, this can be moved up to page 5 in between the first 
and second paragraphs it fits pretty well there. 

After you have had an opportunity to review this, please 
return it to me with any additional changes you might have, 
and I'll begin putting it into reading copy. 

I am attaching a separate memorandum from Dick Wirthlin in 
which he outlines some additional thoughts regarding the 
speech. 
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Page 1 February 16, 1981 

Mr. Speaker, Mr. President, Distinguished Members of 

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, "last; best hope of man." 

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% and over 15% 

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. 

Almost 8 million Americans are out of work. These 

are people who want to be productive. But as the ~s··~ 

go b y despair dominates their lives. The threat of layoff 

and unemployment hangs over other millions ari-a· · a11 who work 

are frustrated by their inability to keep up with inflation. 

On~ worker in a Midwest city 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 American workers 

in 1972 was $122 a week. If we figure their take home pay 
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pay last year in those same 1972 dollars they only received 

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

last 4 years Federal personal taxes for the average family 

increased by 58%. ~-

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

control? Our National debt is $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 a few inches high would make you a million. A trillion 

dollars would be a stack of $1,000 bills 60 miles high. 

The interest on our debt this year will be $86 billion. 

And unless we change the proposed spending for the fiscal 

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 

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

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

of increase in American productivity, once the highest in 

the world, is now among the lowest of all industrial nations. 

? Indeed, it actually declined last year. 

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 
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!,lo 
with our internal strengths. There has been~ 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 

finfune the economy and get a tune more to our liking, I 

am proposing a 4-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. 

The plan is aimed at reducing the rate of increase 

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 our currency. 

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. It is a plan designed 

to get our economy moving again; to increase productivity 

and thus create the jobs our people must have. 

I am asking that you join me in reducing the proposed 

budget for 1982 by$ billion. This will still allow an ---
increase of$ --- billion over 1981 spending. 
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I know that exaggerated and inaccurate stories about 

the proposed cuts have disturbed many people, particularly 

those dependent on grant and benefit programs for their 
(L-e__;, .. > ._,;{ /v,~ '"::, " 
_, -i~v,e -lci:h-eee-. 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 elderl~ all those with true need, can rest 
/\ 

assured that programs they depend on are exempt from any cuts. 

The full retirement benefits of the more than 31 million 

Society Security recipients will be continued along 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 

income families will continue as will nutrition and other 

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

Project Head Start or summer youth jobs. f-;~;;~--~il·l-~ -~~ 
... ~ --------·--·--·- ---~ ·-·---- ----- ------·-- --- . ·-· ----·----·-----·------- / I 

r 
$3.5 billion for job training programs under C.E.T.A. and we \ 

will keep nearly a million college work-study jobs as well \ 

, as more than 900,000 loans to college students. _..---/ 
....... ___________________ ------ ---------·------~ 

All in all, more than $ 216 billion in some 2 0 programs -'.'.r< ./,).,,J~ ...Z. b,,, fr,,z 

are being maintained at the present growth level. But 
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government will not continue to subsidize individuals or 

particular business interests where real need cannot be 

demonstrated. And while we will reduce some subsidies to 

regional and local government, 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 t,-G:.,v.9~·-:-:;..Q_~ 

We call for an end to duplication in Federal programs and 

reform of those which are not cost-effective. 

The Food Stamp program will be restored to its original 

purpose, to assist those without resources to purchase 

sufficient nutritional food. We will, however, save $2.6 

billion by removing from eligibility those who are not in 
C..~---c 

real need ~¾'l'Q who are abusing the program. Despite this 

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

Welfare will be tightened with more attention being 

given to outside sources of inqome when determining the amount 

of welfare an individual is allowed. This plus strong and 

effective work requirements will save $671 million next year. 

I stated a moment ago our intention to keep the school 

breakfast and lunch programs for those in true need. But 

by eliminating meals for families who can afford to pay~ the 

savings will be $1.2 billion. 

Historically the American people have supported by 

voluntary contributions more artistic and cultural activities 

• • .I 



Page 6 

than all the other countries in the world put together. 
wlo/-e. 

I 

~heartedly support this and believe Americans will continue 
~ J - - -

·t-...:..-0~,._,,_, .,_ "'y 'f"--·~,-"~:-,'l-. ! 
1::09-ae- t:-h-1-s\ Therefore, I am proposing a cut of $128 million 

in the 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 a6tivities being 

subsidized aren't of value but because the marketplace 

contains incentives enough to warrant continuing these 

activities without a government subsidy. One such is the 

synthetic fuels program. We will continue support of research 

leading to development of new technologies but we can save 

$ ___ billion by leaving to private industry the building of 

plants to make liquid or gas fuels from coal. 

We are asking that another major business subsidy, the 

Export.-Import Bank loan authority be reduced by 33 % in 1982. 

And this brings me to a number of other lending programs in 

which government makes low interest roans, some of them for 

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

has not been very well understood is that the Treasury 
(~ / I -EJ-~~nsv>~ '.;;1/ 

Departmeirt'Yhas to go into the private capital market and 

borrow the money to provide those loans. In this time of 

excessive interest rates the government finds itself paying 

interest several times as high as it receives from the 

borrowing agency. The taxpay~~s~~~;~e~ are paying that 

high int ere st rate . ' Gmrer-r.i-men:t::::.d0.e-s:n ::.'_±::::h-ave- any:=meftey2;;'."0 f 
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The Rural Electrification program came into being at a 

time when rural America was almost totally without electric 

power. A program of low interest loans to rectify this made 

sense then. I believe the recipients today of R.E.A. loans 

will understand the fairness of switching to the private 

capital market and borrowing at the commercial interest rate. 

Doing this will save the taxpayers $2 billion in 1981 and '82 

with ongoing savings of $15 billion through 1985. 

By terminating the Economic Development Administration 

we can save $300 million in 1982 and $2 billion through 1985. 

There is a lack of consistent 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. 

I mentioned the e~na tion7iiplica ting pro gr ams . This 

is true among the lending ag/es. For example, the Farmers 

Home Administration is a du~-·· .icate of several other lending 

B t ' . . / 1 . . . . programs. y rimming ~ks en \ng activities 25% we can remove 

the useless duplica~ in 1982 ~ save $105 million. 
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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 lay off of workers. 

-~ut these benefits are paid in addition to regular 

unemployment insurance which anyone must agree is unfair. 

Incidentally the Trade Adjustment payments have a higher 

ceiling than Unemployment Insurance. By putting both kinds 

of unemployment on the same footing>savings will amount 

to $1.15 billion. 

Another $204 million ' c"-,/ be saved by ending or reducing 

neighborhood housing progr;z~- which simply duplicate other 

such programs in the Depar me~ of Housing and Urban 
\ 

Development. 

Earlier I made mention of changing categorical grants 

to states and local governments into block grants. We 

know of course that categorical grants fund programs 

mandated on local and state governments by the Federal 

Government accompanied by strict rules and regulations as 

to how the programs are to be implemented and of course with 

vast amounts of paperwork to comply with reporting procedures. 
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Ineffective targeting, wasteful administrative 

overhead -- all can be eliminated by shifting the 

resources and decision-making authority to local and 

state government. This will also consolidate programs 

which are scattered throughout the Federal bureaucracy. 

It will bring government closer to the people and will 

save $5 billion over the next five years. 
(~~-\'....:, 

Our program for economic renewal (.t);_<:__~i::-sf?l 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 Washington 

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 cost­

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

next year. 

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 

quarter of a billion dollars. 
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Coming down from space to the mailbox -- the Postal 

Service has been consistently unable to live within its 

operating budget. It is still dependent on large Federal 

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 programs to force companies to 

convert to specific fuels. It administers a gas rationing 

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. 
- ··•·•• ·--·-·-··---·-- - --- --- ---

( ' • --- :in~ he Department of Housing and Urban D,:"~ment \ 

/ there is a ~~anty program which enC<>urages communitie i 

/ to, in effect, mortg~s as security for \ 

I repayment on loans to purcha: e and rehabilitate property. It \ 

/ also allows communL~o excee their own legal debt /·1 

(

, limits. / ~anges here that w:il~ save $275 million 

inzhis coming year amounting to more~ billion 

I / th.-ou_gh_l..9_85__._____________ _ _ _ _____ ___ ~/ 
... ~/_;;;;-- --

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. S~Fe±·a-cy 
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--yr ~~f.i~- _ of Defense We.:i:.n:bexg,er came up with a number of cuts which 

reduced the amount of the addition we had to make in order 

to restore our military balance. 

I believe my duty as President requires that I recommend 

increases in defense spending over the coming year. Since 

1970 the Soviet Union has invested $300 billion more in its 

military forces than we have. They 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 

to our national security. 

Notwithstanding our economic straits, making the financial 

sacrifice 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 

finding and eliminating waste and inefficiency. The aim 

will be to provide the most effective defense for the lowest 

possible cost. 

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. 



page 12 

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

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

individual income tax payers 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 differential between the tax on 

earned and unearned income. 

September has ruled that out. We also learned that making 

it retroactive 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 
j'v:i.'l:£.· 

personal income tax,1 reductions will be July 1st. ~f(_'j;.___,__j. :--y--,•-------- •" 

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. 

// I/ 

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 everyones' 

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 

don't agree. And certainly tax cuts adopted over the past 

three-fourths of a century indicate the economic experts 

are right. The advice I have had is that by 1985 our real 
'I <:7 ' :,, . ~ - · ,, ... ~ ·)_ C I ~- "'tj" :_, • .r---,..:;-._ '!·~ 4-. 

production of goods and services will grow oo $400 billion 

higher than it is today. The average worker's wage will 

rise (in real purchasing power) 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 the capital needed 

to modernize and engage in more research and development. 

This will involve an increase in depreciation allowances 

and this part 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, materials, 

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 year write-off for tools; 

a year write-off for machinery; years for 

..... 
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vehicles and trucks; and a ___ year write-off for plant. 

/ al pro/erty'w~ be de/!e.c'ra-~ 

ins~ead of th / esen5-/ ~a.rs. / 

-~ / /. ,, ars 
7 / 
V ' 

In calendar year 1982 under this plan business would 

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 gr 2a.t 

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 quadrupled, the number of pages published annually 

in the Federal Register nearly tripled, and the number of 

pages in the Code of Federal Regulations nearly doubled. 
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The result has been higher prices, less employment, 

and lower productivity. Overregulation causes entrepreneurs 

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 

agencies -- especially those 

dismantling the regulatory 
1k 

necessary to protect environment 
A 

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 Preqident 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. ~~r economic ~e=w.£¼1 contain 
J' . ~ ~ 

. r-s-t- 0 ~~al ¥ations that We will be 
·,{ . v___ t h - . /th J::" 11 . . -, reviE}-Wi~g o~ r __ _ .~ __ _s::_oming_IJl__QJL s - .-✓ Fina y, Just yesterday, 
------
I signed an executive order that for the first time provides 

for effective and coordinated management of the regulatory 

process. 
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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. 

The final aspect of our plan requires a national 

monetary policy which does not allow money growth to 

increase consistently faster than the growth of goods 

and services. In order to curb inflation, we need to 

slow the growth in our monetary base. 

U-«:E✓ fully recognize the independence of the Federal 

Reserve System and will do nothing to undermine that 
'\&.i~;..~l.!._ 

independence. HG:We"®r ,·' ·~1~ .. t,e consult regularly with 

the Federal Reserve Board on all aspects of our economic 
.. -··/. 

... 

program and will vigorously pur~ye budget policies that 

will make their job easier in reducing monetary growth. 
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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 Administration 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. 

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. 

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 Federal aid to 

education amounts to only 10% of total educational funding. 
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For this the Federal government has insisted on a tremendously 

disproportionate share of control over our schools. Whatever 

reductions we've proposed in that 10% will amount to very 

little of the total cost of education. It will, however, restore 

more authority to States and local schools 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 importantly, 

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

return to the source of our strength. 

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 people 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 

revenues for legitimate government purposes. It 

to provide 
wof 

must 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. 



,.. 
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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 budget by$ --- billion. 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 ::~~s~:~~~rut an end to inflation. 

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 

$--,--=-~-- i=-h·a-t--avera::g:e_ f .am:i..-J:¥.--....cW±:p-lil..~:t out -£ntirely= shou±d 

b ~~-e'cl•r--=a:±m·-

T>v-~, It will take time for the favorable effects of our 

proposal to be felt. ~ let us 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. 
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s o go 

_sive 

· American society _experienced a virtual explosion in 

government r egulat i o n du r ing , t h£., pas t decad e . Be t we e n 

1970 a nd 1979 , ·expenditures .for t he major regul atory agencies 

quadrupled, the· ·numb~r of pages p ublished annually in the 
.. 

Feder al Register nea rly tripled , a nd the numbe r of pages 

in the Code o f Federal Regulati o ts nearly doub led. 
j )...,,._ I'-""· • ' 'C' ~ ,Ila.•., 

T)l,,,.;j s ~o ... ~~~P.. ·~ · 9.fi i.:eguJ =, .... .i. e1 \ 0 h !!te: tillett:1 2J ed higher prices, 

less employment, and lower produc tivity. H-igher costs be~Re 

;,, ~sineli'&e al'.~- passed on to gQ:i.lii"wex;s. Overregulation 

- causes entrepreneurs to defer or terminate plans for 
~ {AICf( _ • ---.. • . ~ 

expansion~,. ;;c..,k~ ~ ~~ ;..;~ ~ o(s~~J~~ 
r ~o,E" f-l~w J oBS AP,$,\/rCP..f"~r,d. -c:r ~ 

We h a v e no intention of dismantling the regulatory 

agencies ..;._ -' especially those necessary to protect~ 

~nvironment and to assure the public health and safety. 

However, we must come to grips with inefficient and 

bur densome regu lations --- eliminate t hose we can and reform 

those we must k eep. 

:I ~ay,e 11"-'"-~ ,i,n11i. f.:t::l ) t:o deal. wt ::.es ti«: p:r:oble1ns i'i.X":!t , 

~~"~ {\,~~\'t 
I~asked ti:,e Vice Presid e n t to head a cabinet-level Task 

Force on Regu l a t ory Relief. Second, I a sked each member 

of my Cabinet t o pos t pone the e ffective dates of the 



. -

j.;,-'.a• ~~ ~ ~ ~ :-. ' 
hundreds o<f .1ooll .,;,g,u,@i.isJea "wd ➔ t'lighk"' regulations i••:1819d • 

Pr'"'---~ -~ 
,;5 pg tho ·11: R d 1•~-ptE > i~'ll• ~lea so tha.t 

~~• -~ ~ ev~lwaUd ,m a - p,,;.,, "l .....,.;,s. Third, in 

coordination wi.th the Task Force,, many Qf the agency head s 

have taken prompt action to review and rescind existing 

bnrdensome regulations ., : My economic message will c ontain 

n 1 i st or over 100 arlni tio~al regufations that -~ im is• i:• t 

will be reviewing over-the coming months. 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 ac~omplished~ this is only a 

►io11 

\ ....,_," ,ill..A,,;~--~ ~~~~...._,..,. • · • It hill' H 11•1-, • 
beginnin ~IWt"liie--ti~;.u..uL.ts::l..¥---Pf~O"t'Tl't"~-,,~~-F--ei,-mnri-e,,rte'T)t ,..,._ · -~ 

iil-.t±.e-"~C'e'lrl't---e€~~~,...,.~i-J;..,...i,..;..s~~~~E-n~1rr-to'":t;t!'ep 

t J.->j~--~~~CJ~&•"'~~~~o-.-..~~~~-- I 

~ f~.n: L'h e:r:lr'final aspect of ~a eornp~Gh•;,,.nsk•e plan 

j-«; r l • .rt n~qui res a _ national monetary policy whi.ch does not 

allow tt.trt:z:lll=-"8~t~C~S~Mlllf .money growth to increase consistently 

faster than the growth of goods and services. In order to 

curb inflation, we need to slow the growth in our monetary · 

base . 

l fully recognize the independence o f the Federal 

Reserve System~ will do nothing to undermine that 

in<lependence. Howeve r. I plan to consult regularly with 

th~ Federal Reserve Boarn on all aspects o f our economic 

program and wi ll vigorously pursue budget policies t hat 

will make their job easier in reduc ing monatary growth. 
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A successful progr am. to achie v e s t able artd moder<'.lte 

growth pa·tterns • in -the money . suppl y , will keep both 

inflation and interest rates do'l.iln and restore vigor to 

our. financial in&titutions · and markets. ~ : 
. . , - .- - . . . , - ,. 0-J,...a,; .... ~ . G.~ ~~ p?-'-~ . t• ~ 

'l b1.s, t.he n ., ls o u .r . proposa l ~ .. ~ 1e"t""~ ~ ,.~ -~-- • 
• e4.. Q,:m'lJ"~ .' r d o no t wan t i t ·_ to b e simply t h e. plan of my 

. 
Ad.,ninistration - - I am here tonight:: to ask ,you to join me 

in making i t ~ plano Together, we can embark on this road 
~ 

'-) 

things easy; Ol?Y t to make things better. 

Can we do the job? The answer is yes. Bu.tc:theKs:::::::e:tJ.l 
Gvr · 

he ii,.1,0::.:~·~g, ~:~- we must begin. :Our social, political, 

and cultural. _as WP.ll as our economic institutions, can 

no longer absorb the repeated shocks that have been 

dealt them over the past decades,- at1d e::w~_cia-lly in t:tie 

We are in c ontrol 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 

e nd -- that we will find those reservoirs of national will 

t o once again do the r ight thing. 

ver e nex ew weeks, proposals will be 

r~o CongreSS3 er our Constitution a great 

/ national debate will be encourage people across 

terica t o particI r hope they 

b • 1 P s u o r s ~ ps. 

. . ~/~ ~ ~ ~ Jl,..t -~9tt_ ~ ~ ~~ 
~ / W ! «~~ ~~~~4'~ ~-~~~~ ,'l' 



.. ' . -. . 

.. 



tions that 

of 

,-f.., . . 
The question ·is wb.i.~Aer e!!1 not ,,e are~ simply go.1.ng to 

~ ' JJ-i? 4\ .~~- • • 
go down t he s a me path ~~ bef o r e -- carving 

out one speci.a-1 program ·here and another special program 

there. I don't think that is what the American people 

expect of us. More importantly, I don't think that is what 

"',rife,' are ready to return to the source of our strength. 

merely 

The substance and prosperity of our Nation is built by 
• ~ IT .FA.RM 1" r,-lC" S;Jof.,J 

wages brought: homP. from the factories a a mi 11s¥'fSey~re .. 

J-he= iPccme ;: re? se.~ 0y fa:r mc1::..; "'ho feed tH1 e,.,~ the ,,. r ihl. 

They are the gc:r.viccs provided in ten thousand corners of 

America; ~ •~ the interest on the thrift of our 

people and t hP. returns from their risk-taking. The production 

o f America is the possession of those who build, serve, 

create, and p r oduce. 
OUR. 
~ 

For too long now we 1 v e removed from ts)I~ people the 

decisions on h ow to dispose of what they created. We have 

strayed from first principl"es 6 must alter our 

course. 
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Mr. Speaker, Mr. President, Dis tinguished Members of 

Congress, Honored Gues ts and fellow citizens: 

Only a mon th ago, I was your guest in this historic 

bu ilding and I p ledged to you my cooperation in doing what 

i s right for thi s 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 t h is, f ' last, best hope of man." 

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 t wo years in a row. Interest rates 

have reached absurd levels of more than 2oi and over 1s+ 

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. 

Almost 8 million Americans are out of work. These 
~ 

are people who want to be productive. But as the weeks 
s;-

go by despair dominates their lives. The threat of layoff 
) ~ 

and unemployment hang~er other millions~ and all who work 

are frustrated by t heir inability to keep up with inflation. 

On~ worker in a Midwest city put it to me th +s way: he 

said, "I'm bringing home more dollars than I tho~1ht I could 

ever earn but I seem to be getting worse off." \~11, he 
(J.,,v--.. 

is. The average weekly take h ome pay of Americcn 
---- I--. 

in 1972 was $12 2 a week. If we figure ~ t a ke 
"-

worker13~ 

home pay 
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k 
pay last year in those same 1972 dollar ~-t:ftey only received 

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

last 4 years Federal personal taxes for the averag.e family 

increased by fJ 
we. who man the ship of state deny it is out of '.& -r ,,.c ~J control? Our National debt is $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 a ~@w inches high would make you 
I'\., 

a millio~ A trillion 
'I-S-

dollars would be a stack of $1,000 bills miles high. 
I',.. 

The interest on our debt this year will be $86 billion. 

And unless we change the proposed spending for the fiscal 

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 

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

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

of increase in American productivity, once the highest in 
I"'-"- ~ 

the world, is now among the lowest of allAindustrial nations. 

Indeed, it actually declined last year. 

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 
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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 ~a 

TJ::iis p'.l:'. ogr dffi; 

aimed at maintairiing the value of the 
~~e:::£1~~ 

,½_f enacted in full, ~@P America 

currency. 
) 
create 
~ 

12 million new jobs, three million more than we would without tiei=:i; 

~I~ will also help us gain control of inflation, cutting 

i"t-in half by 198 , and to less than five percent by 1986. 

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

of increase in taxing and spending. We are not attepting to ,.. 
cut either spending or tax ing to a level below that which we 

~KHHX presently have. This plan will get our economy moving 

again, increase productivity growth, and thus create the jobs our 

people must have. 

I am asking that you join me in reducing the proposed budget 

for 1982 by_$ __ billion. This will still allow an increase of 

$ billion over 1981 spending. 



.. 
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with our internal strengths. 

in the human, technological, and natural resources upon 

which the economy is built. 

Based on this confidence in a system which has never l 
failed us -- but which we have failed through a lack of 

confidence and sometimes through a belief that we could - -
f ine(une the .. economy ar:i-Gl-ge-t- a-

J'- C 01'- ra~-.~'111 
tune more to our liking{ I 

am proposing a -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. 

~ ~ -;;?' ~ plan is aimed at reducing the rate of increas-e 

in government spending and taxing, reforming and eliminating 

regulations which are unnecessary and counterproductiv:J 

/ nd encouraging a consistent monetary policy aimed at 

maintaining the value of our currency. 

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. re--= is a plan cl'ebignwr.r 
"-> ; It 

~ ~get our economy moving again; -=- increase prod~ctivity 5r~~tt... 

and thus create the jobs our people must have. 

I am asking that you join me in reducing the proposed 

budget for 1982 by$ --- billio~. This will still allow an 

increase of$ billion over 1981 spending. ---
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I know t hat e x aggerated and inaccurate stories about 

~ oposed cuts have disturbed many people, particularly 

those dependent on grant and benefit programs for their 
,:_ ~~ 
~ I\~· cl.i~~ Some of you have heard from constituents afraid 

that Social Security checks) fo~ 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 

t heir own must depend on the rest of us, the poverty - stricken, 

the disabled, the elderl~ all those with true need, can rest 
~~ , ~ 

assured thatJ.frograms ey depend on are e x empt from any cuts. 

The full retirement benefits of the more than 31 million 

Society Security recipients will be continued along with an 

a nnual cost of living increase. Medicare will not be cu1:,; nor 

will supplemental income for the blind, aged and disabled. 

Funding will continue for veterans• pen sions. 

School breakfas t s and lunches for the c h ildren of low 

income f amilies will continue as will nutrition and other 

s pec ial services f or the aging. Ther e wil l be no cut in 
rf;;;_ -;,...-~b. .... ti( e c. J: 

Pr o ject Head Start or summer youth jobs. ~ here will be ab.out 

· \ . . . ' $3.5 billion f o r JOb training programs under C.E. T . A,.:,,., and we 
\ 

will keep nearly a million col l ege wok-study jobs as well 

a s more t h a n 900,000 l o ans to college students ) 

l-.-~ll!"f.'JIII,_--- All i n all , more than $ 216 b illion in some 20 program7-­

~a":&.'l!'!~~ :n:;r:,n~ ma int ained at the presen t growth l e vel . But 

J ,...,._ ------- - ~ . 

r;:7;8 ;~c_· 
~u~~ _) 
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gov ernment will not continue to subsidize individuals or 

particular business interests where real need cannot be 

demonstrated. And while we will reduce some subsidies to 

regional and local government, 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 

We call for an end to duplication in Federal programs and 

reform of those which are not cost-effectiv~e'.:..:. _____ ..:...-------... 

The Food Stamp program will be restored to its original 

purpose, to assist t hose without resources to purchase 

sufficient nutritional food. We will, however, save $2.6 

billion by removing from eligibility those who are not in 
t.Y7 

real need ~ who are abusing the program. 
/I(. 

Despite this 

reduction, the program will be budgeted for more than $10 billion. 
y'/ .IL WI iJ2 f,'e._) ~ ~ 
fw'~e11Tcat r~ee.~~.~&~1!t.:::bl!ii~ -~=:b:i::q::b±::::eJ:ret:r'll~·~ more attention Qt~ 

A. 

~ t o outside sou rces of income when determining the amount 

of welfa re a n individual is allowed. This plus strong and 

eff ective work requirements will save $671 million next year. , 
(,.,_, 

I sta ted a moment ago our i n tention t o k e e p t ~e s chool 

breakfast and ltlneh programs for those in true nee j. But 
c~ ~di, ~ ~ ~ t 

by e ~~m---~ meals for ~ a milies who can afford o pay, the 
~ 

s a vings will be $1.2 billio n. ---- - ---Historically the American people have SUP,POLted by 

voluntary contributions mor e a rt i s t ic a nd cultural a ctivities 
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than all the other countries in the world ;:~t :.ogether . 
.Jlol<c. 
~hear\edly support this , and believe America::s v:ill c ontinue 

to do~ Therefore, I am proposing a cut of $128 rn.:.llion 

in the• _subsidies :,ow going t o the arts ar:d 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 

co:-itains incentives enough to warrant continuing these 

activities without a goverr.ment subsidy. One such ,is the 

synthetic fuels program. We will continue support q!" researc:l 

leading to development of new technologies}-_bu t we ca:-: save J 
bil l ion by leaving to private industry the building of 

plants t:.o make lianirl ,...,,.. ~-- ,. -

d . this because the primary beneficiaries of taxpayer 
We are oin(J __ most 
funds in this case are the el(portinq companies themsel~es 

of them .,.,,., ...... 1.._,.,. -"'""''"""""Ji"'•-•""·-. profitable corporations. 

nas not been very ,,:ell unC.erstood is that the ':'reasur:· 
~ 

Depart:,ent has to go into the ?rivate capital :".".arket and 
('. 

bo::row the money to provide t hose lca:1s . In this ,:ir..e o:: 

excessive interest rates the go•:ernr:-,en": finds itsrl'.: payir.g 

interest several times as :ligh as it recei\·es :'re·, t:"te 

borrowing a9ency . T~e ta}:,:iayer;;;, c::: cc;.;rse, are ;;ayir.g t r'. at 
~ 

high interest rate~ (;o;;e.r:r.;;.en:.-aoesr,':. ::a e a- :::o~ey =-!: 

its own . ./ 

1 ,, 

r 
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a/' µ pr t;J_o y-- . ~~~ 
/. f. . . b • t 1 1cat1on program came into eing a a 

t ime when rural rica lmost totally without electri~ 

power. rr-== ra G l uw i -c-t--1r-0 a n ~ to rectify this made 

be lieve t he (J 

te , 

e rc i al inter es t rate market and borrowing a t 
~~ 

in 1981 and '82 ~ t h is will save the taxpayers$, 
~ / )~- ~ 

ongoing savings of 1r5 billion through ' 8 . 

By termina ting the Economic Development Administration 

we can save $300 million in 1982 and $2 billion through 1985. 

There is a lack of consistent 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. 

::> . 
; I mentioned the elimination of dup lica ± g programs. This 

/ 
is true among the l e nding agencies. F 

/ 
1
Horne A&ninistration ·s a duplicate o several t her lending 

1
p lendin activ ities 25 we can remove 

\ the useless duplication • and save $105 million. 
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Let :ne just :.o·..ich on a few other areas which are 

typical of the i;.i n d o::: reGJct.:..ons we :1=1.ve incl·..ided in 

this economic package . ':'he ':'r3.de .~.d:;,,ist:-::ent .;ssistance 

program provides benefits for 1•>orker s ;..·:-Jo are ·..::-.e'."."?loyed 

The purpose is to help these workers to 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 fo r eign competition than we do to their friends and neighbors 

who are layed off due to dome s tic competition . Anyone :mst 

agree that this is unfair . Putting these two proqrars o~ the 

sai7le footing will save Sl.13 billion . 

such p r ograns in the Department of Housing and l;rban 

Development . 

Earlier I made mention of changing catego!.'"ical g=ants 

to sta t es and local governments into block grants . l\e 

know c:': cou r se that categorical grant~ progra:'.'!S 
Cll•·L 
~~ local and state governments by the Feder-al 

;\...,.. 
Government accompanie::i by strict rules an6 regulat.or:.s as 

t o how t he progra::.s are to be implemented and o:: c '..lrse :.,, i t!-. 

vas t e.:-:.ount s of paperwork to comply with re?ortin ~ ?:::':ice:!:.:res. 
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Ineffective targeting, wasteful administrative 

overhead -- all can be eliminated by shifting the 

resources and decision-making authority to local and 

state government. This will also consolidate programs 

which are scattered throughout the Federal bureaucracy. 

It will bring government closer to the people and will 

save $5 billion over the next five years. 

Our program for economic renewal (.~ with 
t<, 

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 Washington 

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 cost­

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

next year. 

The space program has been and is important t c, America 

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

reordering of priorities to focus on the most impcrtant and 

cost-effective NASA programs can result in a savi _1gs of a 

quarte r of a billion dol lars. 
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Coming down from space to the mailbox -- the Postal 

Service has been consistently unable to live within its 

operating budget. It is still dependent on large Federal 

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 programs to force companies to 

convert to specific fuels. It administers a gas rationing 

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 

( In the 

x, \ there is a loan 

S 1 to, in effect, 

nt of Housing and Urban 

program which en 

(3 
ortgage their block grants as security for 

repayment ase and rehab'litate propert . It 

limits. We plan changes here 

in t7 s 

hf ugh 

coming year amounting 

1985. 

debt 

save $275 

billion 

Now I'm sure there is one department you've b~en 

waiting for me to mention. That is the Department of 

Defense. It is the only department in our entire ?rogram 

~ - i~ 
that will actually be increased over the present judg~eted 

figure. But even here there was no exemption. S'eereta y v U 



to _r e sto r e ou r ::ii l i t ary balance. 

I believe :ny duty as President rec, ,.i :._ res ":. ;-. ,;i. -: ::: re ____ -:-:c 

increases in defense spending over the c o :-:-.i :-.q ::·ear . S:..:-.ce 

1970 the Soviet Union has invested S300 b ill i c:-: ::- o re ,., 
nilitary forces than we have. t',.'I''ee!f- now have a s:.. q :-::.. :.': :._ca::-: 

nufnerical advantage in strategic nuclear delivery s yste;:,s , 

tactical aircraft , submarines, artillery and a n t i - a:.. ::::- c::::-a :i: 

de!:ense . To allow this imbalance to continue i s a t:,re a i:. 

to our national security . 

Notwithstanding our economic straits, makinq the :i:1.ancial 

'"' s-ee-rifice.- beginning now is far less costly than waiti ng a nd 

attempting a crash program several years from now . Neve rthele ss 

the Depar tment of Defense will not be S?ared the obliga t.i o n 

~ we remain committed to the goal of arms limitation through 

negotiation. It is.--0ur f e rvent hope 1-ili-at we -sba-.H:,,,,e..v.en--t:-tt-er¼-:iy 
. , 

be success-fut i-n persuading our adversaries to come to rea l is i tc 

balance d and verifiable agre ements. But as we negotiate, we 

must be ce.r..tain that our security ":r.emai.n-s fully protected by a 

balanced and real i sitc def e nse program. 

I t is time to create n e w jobs, build and rebu:.ld indust r y 

and give the A.'llerican ?eO?le roorr. to do what t he y C.o ::le st . 

And that can only be d one with a t a x p r og r an which ?rovi C.e s 

i ncentive to increase produc tiv i ty f or bo t h ·.-: c r:•;e rs and 

i nd u stry . 
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Let me say a word here about the general problem of waste and 

fraud in the federal government. The Department of Justice has 
(\~,~ ,¥ 

estimated that fraud alone accountM for anywhere from one to ten per 

cent -- as much as $25 billion -- of federal expenditures for social 

programs. :J 
c;r f the ~ax dollars that are wasted o~ mi:smanaged are adde to 

thi~ f raud to-h.a , the staggering, dimensions of this ~ blem begin 

to emerge. 

The Office of Management and Budget is now putting together 

an interagency task force to attack waste and frau~ and r as---¥8'tl"' 

~ we are planning to appoint as inspector generals highly-trained 
I..J: r 1 '" ,0 ·, v • Y'0 e., ff,.;J- -.;.,, ~ ~..::i J-i,'1, 

profession a 1 s who sl;ia; · ,ss·i-en-f~~ \Ml@®¥@'F·:i.~J:"'l"C tCr.t.~~~ 

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. 
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Our p ropos a l is for a 10 percent across-the-board 

cut every year f or three years in the tax rates for all 

individual income tax payers 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 differential between the tax on 

earned and unearned income. 

I had hoped we could make this r~ troac ive to January 1st 
&~M-fu_ ~ • • 

but the de~i~ f t he economy~-me-rrttts since ~ 

September has ruled that out. We also learned that making 

it retroactive 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~ ductions will be July lst~ ~'ef¼­

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

while it will leave the taxpayers with $500 billion more 

in their pockets ov er the ne x t five years is actually only ,; 

a reduction in the tax increase already built into the 

s y stem. 
II , , 

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 e veryones' 

tax rates will e xpand our national prosperity, · enlarge 

n a tional incomes, and i ncreas e oppor t uni t i es for all 

Ameri c ans. 
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Some will argue, I know, that a reduced tax rate will 

be inflationary. A solid body of economic experts ~~ 

agree. And certainly tax cuts adopted over the past 

three-fourths of a century indicate the economic experts 

are right. - The advice I have had is that bi
0
~ o;::p ~ W' 

production of goods and services will gro~ ~ $400 billion 

higher than it is today. The average worker's wage will 

rise (in real purchasing power) 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 the capital needed 

to modernize and engage in more research and development. 

This will involve an increase in depreciation allowances 

and this part 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, materials, 

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 
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vehicles and truck s; and a ~ year write-off . for plant. 

In 

( acquire 
j. 

would be 

over 

calendar year 1982 under this plan business would 

$10 _billion for investment and by 1985 the figure 

$AS.-bil-1-· _,__ ~ ( ~j 
('AJ. million 'obs 

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

changes such a.s 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 t o act on t hi s plan first and with gr ~::i.t 

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 quadrupled, the number of pages published annually 

in the Federal Register nearly tripled, and the number of 

pages in the Code of Federal Regulations nearly doubled. 
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The result ha s been higher prices, les~[~~ ~/>'6 

and lowe r productivity. Overregula tion causes antr,;pifciibHrti-5 ~ 

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 

agenc ie s -- espec i ally those 

dismantling the regulatory 
1/..a. 

necessary to protect environment 
A 

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 

burdensome regulations. 

to review and rescind existing 

Finally, just yesterday , 

I signed an executive order that for the first time provides 

for effectiv e and coordinated management of the regulatory 

process. 
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Although much has been accomplished, this is only a 

beginning. We wi ll eliminate those regulations that are 

unproductive and unnecessary by executive order where possible 

and cooperate fully with you on those that require 

legislation~ 

The final aspect of our plan requires a national 

monetary policy which does not allow money growth to 

increase consistently faster than the growth of goods 

and services. inflation, we need to 

the growth in our .;iiR~,o~R~ee-et:-eat1:r~~~ :b~a~!!t-e~ .-~ ~ , 
In order to curb 

slow 
w..e... 
1 fully recognize 

f\_ 
the independence of the Federal 

Reserve System 

independence. 

and will do not~ to undermine that 

Ilsuovr;.:w, ~ :J!:a.~ to 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. 
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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 f .inancial 

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 Administration 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!- ~C.VV. 

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. 

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 righ t 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. 

1 Already some have protested there mu st be no reduction 

(

of aid to 

educ;ation 

schools. Let me point out that Federa l aid to 

amounts to only 10 % of total educational funding. 
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For this the Federal government has insisted on a tremendously 

disproportionate s hare of control over our schools. Whatever 

reductions we've proposed in that 10% will amount .to very 

little of the total cost of education. It will, however, restore 

more authority to States and local schools 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 importantly, 

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

return to the source of our strength. 

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 people 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 

revenues for legitimate government purposes. It 

to provide 
wof 

must be 
-i_ 

used to regulate the economy or bring about social change. 

We' v e tried tha t and surely must be able to see it doesn't 

work . 
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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 

budget by$ billionrn 1982, by$ biLlion, without 

harm to ,32 a government's legitimate purposes and to our 

responsibility to all who need our benevolence. This, plus the 

reduction in tax rates will put an end to inflation . 
I""""--. 

May I direct a question to those who have indicate~d 
I,,.__., 

unwillingness to accept this plan for a new beginning: an economic 

recovery? Have they an alternative . which offers a greater chance of 

balancing the budget, reducing and eliminating inflation , stimu­

lating 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 
c:! 

the rdad to our ultimate objeA.tive 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·: ~_hey do expect us to act. Let us act together. 

Thank you and godd night. 



.. 
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Spending by gov ernment must be limited to . those functions 

which are the prop er province of government. We can no 

longer afford t h ings simply because we think of them. 

In the months left in this fiscal year we can reduce 

the budget _by $ __ _ billion. 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 will put an end to inflation. 

~~ ~~ --)x 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 alterna~.}{ k } o that a aPr i ~ra_, f~~ L 
~ ~ ti.,/ /\-~ ~.~ ~ 

economic recovery r R~ducing inflation from 12~ jnst to ~O 

cash. Cutting th 

$ _______ ,_to~ th.at. average rartriJ:y. vrping it. out: ~entirely should 

. ~~~~tl'Y'- ~Y-0~ 
t.U r- a-im. ~ v-( ~ ~ 

It will take time for the favorable effects of our 
L....-l MMM 

proposal to be felt. So Jet 1,w 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 y ou a nd good night. 
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Mr. Speaker, Mr. President, Distinguished Members of 

Congress, Honored Guests, and fellow citizens: 

One month ago, I was your guest in this historic 

Capitol Building, and I pledged to you my cooperation 

in doing what is right for this Nation we all love so 

much. 

I return tonight in that same spirit. 

I have come not to lecture you on your responsibil­

ities, but to reach out my hand and to share with you the 

great promise that is within our reach if we continue to 

work together. 

But let us first begin with the truth. I must repeat 

to you the situation that I regretfully outlined to the 

American people two weeks ago: We are, at this moment, 

in the worst economic mess since the Great Depression. 

Our people are suffering from a dangerously troubled 

economic system in need of urgent repair. Here are the 

tragic dimensions of this crisis: 

The Federal budget is out of control, and we face 

a total deficit of nearly $80 billion in the budget year 

e nding this September 30th. 

-- We have suffered two years of back -to-back , 

double-digit inflation -- the first time this has happened 
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in more than six decades. Its ruinous effects eat at 

the very heart of our economy. 

-- Seven million people are out of work. Despair 

dominates their lives. They yearn to be productiv e again. 

Interest rates have reached absurd levels of more 

than 20 percent. Mortgages today are over 15 percent. New 

homes sit empty. 

-- Our national debt is pushing against a level of 

one trillion dollars. This year alone our citizens will 

pay $86 billion in interest on that debt. 

The average weekly take-home pay of American 

workers has fallen from a high of $122 in 1972 to $105 in 

1980 (as measured in 1972 dollars). In the last four years, 

Federal personal taxes for the average family of four 

hav e increased by 58 percent. 

-- Excessive regulation has acted as a drag on the 

productive capacity of American industry, and piled on 

some $100 billion in costs to our consumers. 

-- American productivity, once the envy of the enti re 

world, is now among the lowest of all industrial nations. 

Government at every level has e xpanded in leaps, 

and not often enough with corresponding benefits to the 

people. 

It is no longer a time to talk . 

question, a time to act. 

It is, without 

Tonight, I will outline for you and the American 

people a new framework for national economic policy -- a 
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comprehensive package of proposals to restore the economic 

strength and vitality of the United States. I shall be 

submitting these proposals to the Congress over the next 

few weeks. 

Though our current situation is grim, I assure you that 

we can act in hope. We can do so because 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. Instead, the 

cause of our failures is a series of false national 

economic policies: 

That government in Washington could indefinitely 

satisfy our major social needs from the public treasury; 

that social problems could be solved by programs and 

regulations; and that all local and regional needs could 

be remedied in a distant capital. 

-- That tax and transfer payments, designed to 

redistribute national income, would improve the lot of 

the less fortunate at no cost to the economic well-being 

of all Americans. 

-- That more government spending and borrowing would 

stimulate demand, economic growth, jobs, and living 

standards without extracting a corresponding distortion 

within an essential private economy. 

-- That the Federal Reserve System was obligated to 

"accommodate" excessive Federal spending and deficits 



page 4 

by simply printing money to cover the massive borrowing 

demands of the U.S. Treasury. 

That our rush toward a new agenda of environmental, 

safety, and health protection could be pursued full-throttle 

by the issuance of new regulatory mandates without refer­

ence to economic costs or the need to balance competing 

national goals. 

These are the economic principles that have proven 

to be tragically erroneous. The new direction I present 

tonight represents~ clean departure from these errors but 

still rests on a reaffirmation of our basic strengths. 

We seek to restore the sound principles of fiscal manage­

ment, monetary policy, Federal-State relations, private 

sector incentive and efficiency, wealth creation for all, 

and limited government. 

There are four components to our program, working 

together to raise us from our troubles. 

First is strong, new spending controls aimed at 

reducing the rate of increase of Federal e xpenditures 

so that we can aim at a balanced budget by 1984. 

Second is an incentive tax policy to lessen the 

tax burdens of every working American and to encourage 

new i nvestments in plant and equipment for industrial 

e xpansion. 

The third component is a regulatory reform prog ram 

which will be designed to reduce the cost of unnecessary 

government regulations both to the Federal Government and 

State and local governments as well as to private business. 
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Finally, we will encourage a consistent monetary policy 

designed to provide a steady and responsible decline in the 

growth of our money supply over time. 

Let us begin with spending controls. 

My Budget Savings Plan calls on the government to do 

precisely what the American family must do -- live within 

its means. Because excessive government spending, with its 

massive deficits, is the principal cause of inflation, then 

gaining control of spending is the first step to slowing 

inflation. 

The dangerous condition of our economy and the years 

and years of budget-breaking demand that we act boldly. 

This time our measures must be effective and not merely 

temporary. 

Therefore, I will ask the Congress to join with me in 

cutting ___ billion out of the increase in the fiscal 

1982 budget. So that we are not misunderstood: nex t year's 

budget will not be less than this year's budget. In fact, 

it will still be ___ percent larger than it is this year. 

We will spend$ billion more next year than this 

year. And it will continue to grow each year of my program. 

But instead of growing at a rate which feeds inflation, the 

budget will grow reasonably and sensibly -- e xpanding to meet 

the real needs o f our society while cutting back to 

accomplish our goals. 
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Before I outline some of the major cuts, it is 

important for the Congress and the American people to know 

the programs that we will not cut. I have seen 

exaggerated accounts of how these budget cuts will fall 

most heavily on those with the greatest need. That is not 

true. To suggest that would be irresponsible. 

Ours is a humane and compassionate society. We will 

continue to fulfill the obligations that spring from our 

national conscience. We will not remove the essential 

social safety net necessary for the existence of the 

elderly, our veterans, disadvantaged young people, and those 

who are poor for reasons they cannot control. Therefore, 

I have ordered a number of important programs exempted 

from cutbacks. 

-- We will guarantee the full retirement benefits of 

the more than 31 million recipients of social security . We 

will also continue their annual cost of living adjustments. 

Eliminating this cost of living adjustment would have saved 

$30 billion a year by 1983, but it would also have meant a 

25 percent reduction in the standard of living for our 

elderly , many of whom already live on the edge of poverty 

and suffer disproportionately from government-caused inflation. 

Medicare will not be cut. 

Supplemental income for the blind, aged, and 

disabled will not be cut. 

-- Funding for disabled veterans and for veterans' 

pensions will not be cut. 
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-- School breakfasts and lunches for the low income and 

low middle income children will not be cut. 

Project Head Start and Summer Youth Jobs will not 

be cut. 

Nutrition for the aging and other special services 

to the aging will not be cut. 

-- Job training programs under CETA, about $3.5 billion 

of funding, will not be cut. 

We will keep nearly a million college work-study 

jobs as well as more than 900,000 loans to college students. 

In total, more than $216 billion in safety net benefits 

provided in some 20 programs have been maintained at 

present growth levels in the budget I am proposing. As 

we debate these great issues in the weeks ahead, let u s 

remember that the most deserving in our society will 

continue to receive the full and complete benefits they 

now enjoy . 

At the same time, my fiscal reform plan asks that the 

more fortunate in our society and especially the more 

affluent accept their end of a bargain: In return for 

lower taxes, lower inflation, higher living standards, and 

expanded economic opportunities, it will be necessary to 

reduce or eliminate nonessential benefits provided t o many 

better-off Americans. 

Therefore, in making these essential cuts i n t he 

growth of spending levels, I have established e i ght general 

principles to guide us. 
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(1) Government support should go only to those in 

need; those who are not deserving should be removed from the 

programs. 

(2) Government should not subsidize middle and upper 

income groups. 

(3) Subsidies should not be given to particular 

business interests. 

(4) Subsidies to regional and local government -- paid 

by national tax revenues -- should be reduced and limited to 

those cases of greatest need. 

(5) Duplication should be eliminated from Federal 

programs. 

(6) Categorical grant programs should be converted 

into block grants to cut overhead and eliminate waste. 

(7) Programs whose benefits are not cost-effective 

should be reformed. 

(8) We should terminate ineffective and counterpro­

ductive policies. 

These are the basic principles which have guided us in 

reforming an out-of-control budget. Each principle in turn 

serves one overriding principle: we should help those who 

are deserving, and should not help those who are not deserving. 

In the context of these principles, here are some of 

the major spending controls I will be submitting to the 

Congress: 



page 9 

First, because government support should go only to 

those in need, several changes will be made in the food 

stamp program. The food stamp program will be reformed to 

do what was originally intended -- and that is to assist 

those Americans without resources to purchase sufficient 

nutritious food for a minimal standard of living. No one 

truly depending on food stamps will be cut. Only those who 

have abused this program or who are less in need will be 

cut out. We will save $2.6 billion in this effort. But 

remember, we will still be spending more than $10 billion 

on this next year more than adequate for essential needs. 

We will tighten up the welfare program so as to take 

into consideration all sources of support and income for 

the recipients. We will impose strong and effective work 

requirements. This will save us $671 million next year. 

Another example of serving only those in need is to cut 

school meals out for those students whose families can fully 

afford to pay for them, saving $1.2 billion. 

Our second guiding principle is to get the government 

out of the business of subsidizing middle and upper income 

groups. The Corporation for Public Broadcasting, the 

National Endowment for the Arts, and the National Endowment 

for the Humanities are examples of programs which fill 

useful cultural roles in American society. And when the 

economy is returned to strength and stability we can restore 

some of their program funding for worthy projects. 
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In the meantime, it is clear that these programs are 

not designed to help those in great need, and large subsidies 

to them are really substitutes for private and philanthropic 

support which I strongly encourage. We will save $128 

million in cutting back these subsidies. 

The third principle I have set down is to cut back 

subsidies to particular business interests. The synthetic 

fuels program is the perfect example of an unnecessary 

subsidy to large businesses. Our free marketplace has 

already developed incentives for businesses to build plants 

which make fuel from our abundant coal resources. It makes 

no sense for the taxpayers to give them billions of dollars 

to support those projects. My goal is to get energy decisions 

out of the political arena and into the free marketplace 

where they belong. This will save the taxpayer ___ billion 

dollars. Yet, we will continue support of the development 

of synthetic fuel processes and research into new technologies. 

Another major business subsidy is the Export-Import 

Bank. I will ask you to reduce the direct loan authority of 

the Bank by 33 percent in 1982. The primary beneficiaries 

of taxpayer funds in this case are the exporting companies 

themselves -- most of them substantial, profitable corporations. 

It will be cut back. 
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Another principle is to reduce regional and local 

subsidies and limit them to areas of real need. We will 

try to cut back on these continuing regional special 

interests. 

There was a time when Rural Electrification programs 

were essential to rural development, but now we can reduce 

the loans to this program and increase the interest rates 

for the loans which are still made. I think the recipients 

of REA loans will understand the fairness of this action 

because it simply puts them into the same position as all 

other Americans. These changes will save us more than 

$2 billion in 1981 and 1982 and some $15 billion through 

1985. 

Perhaps one of the greatest examples of how we cannot 

make the people better off by taxing e veryone and creating 

massiv e subsidy programs is the Economic Development 

Administration. I am proposing that we terminate funding 

for it which would save nearly $300 billion in 1982 and 

more than $2 billion through 1985. 

Today there is a lack of consistent and convincing 

evidence that the EDA and its Regional Commissions have 

been effective in creating new jobs. We will do better through 

the economic e xpansion and job creation which will come with 

my other economic measures. In addition, th i s is one 

program which also hugely benef i ts an army of planners, 

grantsmen, and other professional middlemen. I think we 

can do a better job while sav ing hundreds of millions of 

dollars. 
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Our next principle is to eliminate duplication. For 

example, the Farmers Horne Administration duplicates several 

other Federal lending programs. I am asking that we trim 

25 percent from the direct lending activities of this 

agency in order to remove this needless duplication. We 

can save $105 million in 1982. 

We have also found even greater waste and duplication 

in the Trade Adjustment Assistance program. These benefits, 

intended to help our unemployed when increases in imports 

have taken their jobs, can now be received concurrently 

with unemployment benefits, and that's not fair. It also 

has a higher benefit ceiling than for unemployment insurance. 

These beneficiaries will simply be asked to be on the same 

footing as all other recipients of unemployment benefits, 

and we will save $1.15 billion this way. 

We will save another $204 million by ending or reducing 

neighborhood housing programs which duplicate other such 

programs in the Department of Housing and Urban Development. 

The sixth principle which we followed is to convert 

categorical grant programs into block grants which shift 

resources and decision-making authority to State and local 

governments. We can reduce spending by cutting administrative 

overhead and eliminate waste caused by ineffective targeting. 

We can consolidate programs which are now strewn throughout 

the Federal bureaucracy. States will be better able to plan 

and coordinate their own service programs and establish 
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their own priorities. This brings government closer to 

the American people -- right where it belongs. We will 

save over $5 billion over the next five years by taking 

these steps. 

Any program which is not cost-effective should be 

reformed. This is the next principle which guided our 

actions. This is especially necessary when we are faced 

with such difficult economic dislocations as we are today. 

One such program is Medicaid. Right now, the Federal 

Government provides States with unlimited matching payments 

for their expenditures. This eliminates most incentives 

for the States to reduce the cost of the low-income insurance 

programs. We will place a cap on Federal contributions to 

gain more efficiency at the State level. And we will allow 

States more flexibility in managing and structuring their 

programs to promote more cost-effective reforms. We can 

save $1 billion in 1982 with these reforms. 

While the space program has been important to America, 

w~ will ask for a reordering of NASA's priorities to focus 

on the most important and cost-effective parts of its 

programs. We can save a quarter of a billion dollars in 

this fashion. 

The U.S. Postal Service has been consistently unable 

to live within its operating budget and still depends on 

large Federal subsidies. I propose to reduce these subsidies 

to force the Postal Service to become more effective. These 

changes will save $632 billion next year. 
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Finally, our eighth principle is that we should simply 

terminate ineffective and counterproductive policies. 

The Economic Regulatory Administration in the Department 

of Energy has programs to force companies to convert to 

specific fuels. It administers a gas rationing plan and 

used to run the oil price control program, until I ordered 

the decontrol of oil. With these regulations gone, we can 

save several hundreds of millions of dollars in the coming 

years. 

In the Department of Housing and Urban Development 

there is a loan guarantee program which encourages communities 

to, in effect, mortgage their block grants as security for 

repayment on loans to purchase and rehabilitate property . 

It also allows communities to exceed their own legal debt 

limits. We will save $275 million next year and more than 

a billion dollars through 1985. 

These are only examples of programs which can be 

cut, reformed, steamlined, and eliminated in order to save 

the American economy . We will work to return to standards 

of genuine need and ensure that original program intentions 

are met. Excesses and abuses must be stopped. We can no 

longer tolerate the squandering of billions and billions 

of taxpayer dollars in misdirected programs, many of whose 

e xisten c e depends simply on habit. 

Well, one thing we can d o is to break our bad habits. 

We want to keep the programs which work. We'll fix the ones 
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that need fixing. And the ones that don't work and we don't 

need -- let's just get rid of them. 

Before I leave this discussion of spending controls, I 

want to mention briefly the one budget we will not be able 

to cut. National defense is the only area where I am 

obligated by my duties as President to recommend increases 

in spending in the coming years. The need for this effort 

is driven by the marked deterioration in the international 

climate and our failure in recent years to come to grips 

with our defense requirements. 

Since 1970, the Soviet Union has invested $300 billion 

more in its military forces than we have. This prolonged 

period of Soviet investment has left them with a militarily 

significant numerical advantage in strategic nuclear 

delivery systems, tactical aircraft, submarines, artillery, 

and anti-aircraft defense. To allow this dangerous 

situation to persist will endanger the security of our 

Nation. 

To restore the military balance after several years 

of neglect will require a major national effort. By making 

the financial sacrifice in the early years of this decade, 

we will avoid a far more costly "crash" program that will 

inevitably be necessary during the latter half of this 

decade. I have determined that the defense program I have 

proposed is the effort we must make if our security and the 

security of our allies as well as smaller nations is to 

be preserved. 
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Yet, the Department of Defense is not free of waste and 

inefficiency, either, and it will not be spared the obligation 

to make significant reductions over the coming years. I 

have directed that ___ billion dollars be cut from the 

five-year defense program I inherited when I took office. I 

expect to identify and terminate additional defense programs 

and operating practices which are inefficient or poorly 

managed, or contribute little to our defense posture. I 

intend to provide a defense program that provides the 

greatest effectiveness at the least possible cost. 

The second integral component of this comprehensive 

economic plan is reform of our tax structure to make America 

productive again. It's time to create new jobs, build our 

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

do best. 

I am proposing a 10 percent across-the-board cut in 

the tax rates for all individual income taxpayers beginning 

July 1 with additional 10 percent installments in each of 

the ne x t two years for a total of 30 percent in cuts. 

This program is a departure from the past because it 

restores private incentives and awakens new resources of 

growth in our national economy. It rewards work effort, 

savings, entrepreneurial activ ity and technological and 

manager i a l innov ation. 

Du e to these tax rate reductions during the next 

five years , $500 billion will be kept rather than paid 

over to the Treasury by tens of millions of American 

producers. 
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Unlike past programs, this does not merely shift 

wealth between classes of taxpayers, making some better 

off and some worse off. My proposal for equal reduction 

in everyone's tax rates will expand our national prosperity, 

enlarge national incomes, and increase opportunities for 

all Americans. 

My advisers forecast that with full implementation of 

this tax program and other elements of our plan, by 1985 

our real production of goods and services will grow by 

$400 billion higher than today's level. The average 

worker's wages will rise by percent in after-inflation 

dollars, and the average American family will enjoy 

more in after-tax purchasing power. 

By lowering tax rates by one-third and cutting inflation 

by one-half over the next four years, we can draw our 

national savings out of tax shelters and into productive 

investment in new factories, better technologies and more 

jobs. From a higher base of economic activity and with less 

need for shelters from punitive rates, the essential revenue 

needs of government can be met. 

We are also proposing to reform business tax depreciation, 

retroactive to January 1, so that American industry will 

have the incentives to retool, expand, and create eight 

million new jobs between now and 1985. 

The present depreciation system is obsolete, needlessly 

complex, and economically counterproductive. It forces 
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business to replace worn-out plants and machinery at today's 

high prices from capital recovery allowances based on 

yesterday's low costs. My proposals will stop the liquidation 

of industry capital and start the flow of after-tax profits 

needed for revitalization. In calendar year 1982, additional 

funds available for investment would exceed $10 billion, 

growing to $45 billion in 1985. 

Let's quit thinking that "profits" is a dirty word. 

This past year some of our best companies had no prof i ts, 

and hundreds of thousands of people had no jobs. I think 

it's time we saw the relationship between the two. 

Without my tax proposals, Federal taxes would just keep 

eating more and more of the people's income -- rising to a 

full 24 percent after 1985. By contrast, my plan would 

reduce the Federal tax rate on workers to 20 percent in 

1982 and 19 percent by 1985. Yet, because the economy 

would be rapidly growing, Federal revenues in that period 

would still e xpand by nearly $200 billion in that period, 

allowing us to take care of the programs that government 

needs to do. 

I recognize that there are many other desirable changes 

i n the tax laws such as indexing fixed dollar amounts, 

e xpanding Individual Retirement Accounts, correcting the 

marriage penalty and tuition tax credits, among othe rs. But 

our rev italization plan is so urgently needed, that I am 

asking Congress to act on today's proposals first, and then 
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I pledge to work with you to achieve some of these goals 

at an early date in the future. 

The third component of our comprehensive plan is 

regulatory reform. 

American society experienced a virtual explosion in 

government regulation during the past decade. 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 n~arly doubled. 

This torrent of regulation has caused higher prices, 

less employment, and lower productivity. Higher costs borne 

by business are passed on to consumers. Overregulation 

causes entrepreneurs to defer or terminate plans for 

expansion. 

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 moved swiftly to deal with the problem. First, 

I asked the Vice Pre sident to head a cabinet-leve l Task 

Force on Regulatory Relief. Second, I asked each member 

of my Cabinet to postpone the effective dates of the 
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hundreds o f ill-conceived "midnight'' regulations issued 

during the last days of the previou s Administration so that 

they can be evaluated on a more rational basis. Third, in 

coordination with the Task Force, many of the agency heads 

have taken prompt action to review and rescind existing 

burdensome regulations. My economic message will contain 

a list of over 100 additional regulations that my Administration 

will be reviewing over the corning months. 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. I made regulatory reform a maj or commitment 

in the recent campaign, and I assure you I mean to keep 

that promise. 

The fourth and final aspect of this comprehensive plan 

is that it requires a national monetary policy which does not 

allow the rates of money growth to increase consistently 

faster than the growth of goods and services. In order to 

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

base. 

I fully recognize the independence of the Federal 

Reserve System. 

independence . 

I will do nothing to undermine that 

However , I plan to 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. 
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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 for rescuing the American 

economy. I do not want it to be simply the plan of my 

Administration -- I am here tonight to ask you to join me 

in making it our plan. Together, we can embark on this road 

to national economic renewal. Our task is not to make 

things easy; our task is to make things better. 

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

be no waiting, because we must begin. 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, and especially in the 

past few years. 

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. 

Over the next few weeks, these proposals will be 

pres ented to Congress, and under our Constitution a great 

national debate will begin . I encourage people across 

America to participate in this debate, and I hope they will 

be able to support these essential steps. 
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However, I've already seen indications that narrow 

interests hav e already determined that they will oppose 

many of the measures we are instituting to gain control of 

wild government spending. 

The question is whether or not we are simply going to 

go down the same path that has been done before -- carv ing 

out one special program here and another special program 

there. I don't think that is what the American people 

e xpect of us. More importantly, I don't think that is what 

they want of us. I think, instead, that the American people 

are ready to return to the source of our strength. 

In our economy we should remember the most fundamental 

principle of them all. The government does not create 

wealth. Government is merely a serv ant and a steward . 

The substance and prosperity of our Nation is built by 

wages brought home from the factories and mills. They are 

the income produced by farmers who feed us and the world . 

They are the serv ices provided in ten thousand corners of 

America. They are the interest on the thrift of o u r 

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 the people the 

dec i sions on how to dispose of what they created . We ha ve 

strayed from first principles, and now we must alte r our 

course. 
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We need to return to first principles. The taxing 

power of the government should not be used to destroy, only 

to build. The spending powers of government should be used 

only when necessary and not merely when convenient . And 

growth in revenues in America should come about not because 

the government of the United States is taking more, but because 

the people of the United States are producing more. 

As we move toward adopting this new course for 

America, let us remember that these pteps will hardly lessen 

the efforts of government throughout the United States. 

Next year, without our cuts, all State, local and Federal 

Government would be spending $1.17 trillion to service the 

public needs of our citizens. 

Even with our reductions of $53 · billion, all levels 

of government would still be spending some $1.12 trillion. 

~hat is only about a 4 percent cut in total government 

spending. Four percent is a small price to pay to bring 

our economic nightmaLe to an end. And, it shows that by any 

rationale measure, we will continue to be a generous 

people, spending handsomely to do the things truly 

required of our government. 

Moreover, getting inflation under control will give to 

every man, woman, and child in America the equivalent of a 

cash bonus. For example, reducing the rate of inflation 

from 12 percent to 10 percent would give a family of four 

with a median income of $19,400 the equivalent of 

dollars in extra wages annually. Reducing it to 8 percent 

would result in extra cash income worth ___ dollars. And 
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reducing it to 5.5 percent would result in 

dollars. 

extra 

Much will be de t e rmine d by the way we act in the weeks 

ahead. The people of America will be waiting -- and they will 

be watching. So, let us make this a time of unity and 

great purpose. 

I will not fail to work with you as you reach your 

decisions. Nor will I fail to support you as the pressures 

grow to do things the old way. 

I don't think the people expect miracles of us -- but 

I do think they expect action from us. Let us act together. 

Thank you and good night . 

. # # # 



Mr . Speaker, Mr. President, Distinguished Members of Congress, 

Hon0~ed Guests, and fellow citizens . 

One month ago, I was your ;EXX guest in this historic 

Capitol Building, and I ~±il~R pledged to you my cooperation 

in doing what is right for this ~i:irnRXX¥ nation we all love 

so much . 

I return tonight in that same spirit . 

I have c ome not to lecture you on your responsib .ili ties, 

but to reach out my hand and to share with you the great 

promise that is within our reach if we continue to work 

together , 

But let us first begin with the KMXNX truth. I must 

repeat to you the situation that I regretfully outlined to 

the American people two weeks ago: We are, at this moment, 

in the worst economic mess since the Great Depression . 

Our people our suffering from a dangerously troubled 

economic system in need of SRX®MN urgent repair. ~ is no, 

~ ,. 
Here are the tragic dimensions of ~,e shall· •11 J 1 ,,e 

The Federal budget is out of control, and we face/ 

a total deficit of nearly $80 billion in the budget year 

ending this September 30 . 

-- We have suffered two years of back-to-back, double 

digit inflation -- the first time this has happened in more than 
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six decades. Its ruinous effects eat at the very heart of our 

economy. 

-- Seven million people are out of work . Despair E@xxx 

dominates their lives . They yearn to be productive again. 

-- Interest rates have reached absurd levels of more than 

20 percent. Mortgages today are over 15 percent. New homes sit 

empty. ~XB.»¥XBXHHWXN@mRXX@«H¥XXHkRK 

Our national debt is pushing against xke a level of 

one trillion dollars . RRENX¥Hax~xxkex~xexiExxxmexiER»xx a ~his 

HXHX¥HBXXXNHXA:mHXXERRX~HN~X~ year alone our citizens RXRSERH~X 

~»xxkeixxxk@HX«HXK will pay $86 billion in interest on that debt. 

-- The average weekly take-home pay of American workers has 

fallen from a high of $122 in 1972 to $105 in 1980 (as measured 

in 1972 dollars). In the last four years, Federal personal 

taxes fon the average family of ~HX four have increased by 58 percent. 

-- Excessive regulation has acted as a drag on the productive 

E~a capacity of AMerican industry, and piled on some $100 billion 

in costs to XRH our consumers. 

-- JimRXiEa AM.erican productivity, once the envy of the 

entire world, is now among the lowest of all industrial nations. 

-- Government at every level RE~HR«s has expanded in leaps, and 

xa~~i»~xm~xexaR~xm@XHXJ«xXERXRRHX~¥ not often enough with corre­

sponding benefits to @HXXEixi the people. 

It is no longer a time to talk. It is, without question, 

a time to act. 

fxRMx~x~~~~xMKMHXx~~f~x~x~~u 
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Tonight, I will outline for you and the American people a new 

framework for national economic policy -- a comprehensive package 

of proposals to restore the economic strength and xixxa vitality 

of the United STates. I shall be submitting these proposals to 

the Congress over the next few weeks. 

Though our current situation is grim, I assure you that we 

can act in hope. We can do so because there is nothing wrong 

with our internal strengths. There has been no breakdown in 

the human, technological, and natural resources upon which the 
Instead, 

economy is built. /the cause of our failures NHSXEHR is a series 

of false national economic policies: 

That government in Washington could saxi&X¥ indefinitely 

satisfy our major social needs from the public treasury;aHN that 
and 

social problems could be solved by programs and regulations;/that 

that all local and regional needs could be remedied in a distant 

capital. HHRXXNHXXXNRXHxisxH~XHHNXX~XXNHXRHNxx~xxke 

-- That tax and transfer pay-ments designed to redistribute 

national income would improve the lot of the less fortunate at 

no cost to the economic wellbeing of all Americans. 

That more government spending and borrowing would stimulate 

demand, economic growth, jobs and living standards without extracting 

a corresponding distortion within XNH an essential private economy. 

-- That the Federal Reserve system was obligated to "accommodate" 

excessive Federal spending and deficits by simply printing money 
\, 

to cover the massive borrowing 4emands of the U.S. Treasury. 

-- That our rush toward a new agenda of envrionmental, safety, 

and health protection could be pursued full-throttle by the issuance 

of new regulatory mandates without reference to economic costs or 

the need to balance competing national goals. 



page 4 

These are the economic principles that have XHXXH«XMS~ p roven 

to be tragically erroneous . The new direction I present tonight 

represents a clean departure from these errors . xxx«~HEX K~XR~X 

E¥ but xesxs still rests on a reaffirmation of our basic strengths. 

We seek to restore the sound princples of fiscal management, 

monetary policy , Fedearl-State XHHX relations, private sector 

incentiv e and efficiency , wHX wealth creation for all, and limited 

government. 

There are four components to our program, HaEkxsxx working 

i ~ together to raise us from our troubles. 

First ; is H strong new spending controls aimed at reducing 
of increase 

the rate/;of Fedaeral expenditures so that we can HHXHXHXEXHX 

a rum at a balanced budget by 1984. 

Second is an incentive tax policy to lessen the tax burden s 

of every xmex±EaH working AMerican and to HHX~XEMSXHHSSHSXiHx 

enc ourage new investments in plant and equipment for industiral 

e xpansion . 

~kixaxist The third component is a regulatory reform program 

which will be designed to reduce the cost of unnecessary government 

regu l ations both to the Fedearl Government and State and local 

g overnme nts as well as to private business . 
w i,, 

Finally , we ~ encourage a consistent monetary policy 
growth of our 

designed to provide a steady and responsible decline in the / money 

supply over time. 

Let us begin with spending controls. 
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My Budget Savings Plan calls on• the government to• do 
'-I 

precisely what the American family must do . -- live within its means. 

Because ~BHH~n■onx excessive government spending, with its massive 

deficits, is the principal cause of inflation, then gaining control 

of spending is the first step to slowing inflation. 

The ~ondition of our economy and the years and years 
A. 

of budget-breaking demand that we act ill@ boldly!.t9 ,-.,e ever ha;,:,z8'. 

This time our measures must be effective and not merely t:::;;;;::;;:J-
,:;J. . {· 
w!4Qe AJtli:';ast going t.c ko~p putting: our fingers in tbe dikes; 

~e're gaiog to build better aikes_. 

Therefore, I will ask the Congress to join with me in 
increase in the ~ 7'!/ w-'<.. 

cutting ---,--- billion out of the is cal 19 82 budget . T,st' s r r kB 

µ... ~ "",' ~ : 
±t clear~next year's budget will .,!12! be less than this year's 

budget. In fact, it will.-. still be ____ percent larger than 

it is this j!a-;"'~: will ::~~n~o ~~ ~ y~/'~~ ~ • 
my program. But the po.;;::_ t ~ti- instead of growing at a rate 

which feeds inflation, iA will grow reasonably and sensibly 
7-, ~ 

expanding to meet the real needs of our society and~utting back 

to :a accomplish our goals. 

Before I outline some of the major cuts, it is important for 

the Congress and the American people to know the programs that we 

wi 11 not cut . ~xvvni!1frltl i1'j{ I have seen exaggerated accounts of 

how these budget cuts will fall most heavily on those with the 

greatest need. That is not true. To ~ ..... ,s~ ~ ~ /µ irt'&.1f ~ 

Our is a humane and compassionate society. That is our hallmark. 

We will continue to fulfill ~~&k.ki8M®Xii£SSl!''!,.lr•Rixxnni& obli-
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~e 20 

gations that spring from our national conscience. We ~~ill not 

remove the essential social safety net necessary for the existence 

of the elderly, our veterans, disadvantaged young people, and ~ff 

those who are poor for reasons they cannot control . Therefore, I have 

orderee a number of important programs exempted from cutbacks. 

We will gu~rantee the full retirement benefits of the 

more than 31 million recipients of social security. We will also 

continue their annual cost of living adjustments. Eliminating this 

cost of living adjustment would have saved $30 billion a year b y 
~ 

1983, but it would alsok::eanta 25 percent reduction in the standard 

of~ iving for our Hft • x elderly, many of whom already live on the 

edge of poverty and suffer disproportionately from government-caused 

inflation. 

Medicare will not be cut. 

Supplemental income for the blind, aged and disabled will 

not be cut . 

-- Funding for disabled veterans and for veterans' pensions will 

not be cut . 

-- School breakfasts and lunches for the low income and low 

middle income children will not be cut . 

-- Project Head Start~er Youth Jobs will X-lffl!HX~XXftftXXB* 

not be cut . 

-- Nutrition for the aging and other special services to 

the aging will not be cut . 

-- Job Training programs under CETA, about $3 . 5 billion of 

funding, will not be cut . 

We will keep nearly a million college work study jobs 1tlMK 

as well as more than 900,000 loans to college students . 
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In total, more than $216 billion in safety net benefits provided 

in some 20 programs have been maintained at present xm,a· gxt growth 

levels in the budget I am proposing. As we debate these great issues 

in the weeks ahead, let us remember that the most deserving in our 

society w i 11 continue t o 3HXIU:ifl!§~K:Xl:fi&.&J1.:kxm~XIH{Xff'ftlllfXK!!lf:!lJEX:frli}{IPYRX:SX • 

X1!:E:i:eRRx~MxxxHfixaRM~@m~7~ ~eceive the full and complete benefits 

At the same time, my fiscal reform plan asks that the more 
e... 

fortunte 
A 

~~ 
in our society and especially the more affluent accept efii..S 

'1 ~argain: In return for lower taxes, Hir~kHXMI-i»iiHIJ lower inflation, 

higher living standards, and expanded economic opportunities, it will 

be wxx necessary to XRal8iE reduce or eliminate nonessential 

benefits -eifflxx~1HiHHlfI}tRsti1utKXX{i:IX~HJJUHIHI provid~l to many betteE off 

Ji~ricans. 

Therefore, in making these essential cuts in the growth of 

spending levels, I have established eight general principles to 

"guide us . 

(1) Government suppoDt should go only to those in need; those 

whoare not deserving should be removed from the programs. 

(2) Government should not subsidize middle and uppoer income 

groups . 

.(3) Sl!XH:521 Subsidies should not be given to particular 

business interests . 

(4) Subsidies to regional and local government -- paid from 

by national tax revenues -- should be reduced and limited to those 

cases of greatest need . 

(5) Duplication should be eliminated from Fec:1.eral progararns . 

(_6) Categorical grant programs should be converted into block 

grants to cut overhead KMft*K and eliminate waste. 
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~~;~ 
( 7) Programs whose benefits are 1iaJu:~s11a.i ~ rae.~ trn l should 

.!.HMii..a.li~~ ~~lla-MRllilliij. ~OR Ji)(y fe ce nat.i gpa] GGOPQWjc stnd @B?-' 

(8) we should terminate ineffective and counterproductive policies. 

These are the basic principles which have guided us in~ 

~XEHfKHXk~~&.tnHR:ft~Hx»xrift~ reforming an out• of-control budoet. 
should 

Each principle in turn serves one overriding principle: we ... /help 
should 

those who are deserving,and/not help those who are not deserving . 

~n the context of these principles, here are some of the 

major spending controls I will be submitting to the Congress: 
because 

First, Government support should go only to those in need, 

several changes will made in the food stamp program . The food 

stamp program will be reformed to do what was originally intended 

and that is to assist those Americans wtiii:~xri~:xHsxx:~vil:s:SH:S:SXXN;w<: 
A.>'4 ft-,'c. ,' ~ 

~:s~Kx~ without resources to purchase sufficient~food for a 

minimal standard of living . No one truly depending on f ood stamps 

will be cut . Only those who have abused this program ·9'9118 or who 
/,A...c.-:t-~-

al'.!e less in need will ~;r:, We will save !;>2.6 billion in this 

effort . ~:~er, 1'JmS..N■,C~iti~ve3 ~~spending more than 

$10 billion~ext year -- more than adequate for essential needs . 

We -1HSli ~X.KH will tighten up the welfare program so as to 

take in consideration 

~~.Jwill impose 

all sources of support and income for the 

strong and effective work requirements . This 

~ will save us $671 million next year. 

Another example of serving only those in need is to cut 
fully 

school meals out for those students whose families can/afford to 

pay for the~ 1 saving $1 . 2 billion . 



pag_e 9 

Our secon~iple ,,;;;! to get the Government out of the 

" business of subsidizing middle and upper income groups. The 

Corporation for PUblic Broadcasting, the National Endowment ~xxxRR 

for the Arts , and the National Endowment for the Humanities are 

examples of programs which fill useful cultural roles in American 

society . And when the economy is returned to strength and stability 

we can 

G -( I aai.,t: ..L.n 

restore some of their program funding for worthy projects. 

the meantime, it is clear that these programs are not 

designed to help those in great:ilal need, and large subsidies to 

them are really substitutes for private and philanthropic xm 1 z 1nur 

support which I strongly encourage . We will save $128 million in 

cutting back these subsidies . 

The third principle I have .set down is to cut back subsidies to 

particular business interests . The synthetic fuels program is the 

perfect e x ample of an unnecessary subsidy to #businesses . 

Our fre e marketplace has already developed incentives for 

businesses to build~ plants which make fuel from our~ 

abundant co a l resources . It makes no sense for the taxpayers to 

give them billions of dollars to support those projects . ItN My 

goal is to get energy de cisions out of the ~a political arena 

a nd into the free marketplace where they belong . This will save 

the taxpayer billion dollars . Yet, we will continue support 

the development of s ynth e tic fuel processes and research into 

new techno logies . 

Another major .snh:!t')iB§:T±iS business subsidy is the Expor t-Import 

Bank . I wi ll ask you to reduce the direct loan authority of the 

Bank by 33 percent in 198 2 . The primary beneficiary of taxpayer 

funds in this case are the exporting companies themselves -- most 

of them substantial, profitable corporations. It will be cut back. 
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Another principle is to reduce IC g ·, regional and local 

subsidies and limit them to areas of real need. We will try to 

cut back on these continuing regional special interests . 

There was a time )L••• when Rural Electrification programs 

were essential to rural development, but now we can reduce the 

loas to this program and increase the 

the loans which are still made . I think the 

REA~ a loans will understand the fairness 

interest rates for 

b~sof 

tf this action because 

it ~putf them into the same position as all other Americans . 
~ . 

These changes will save us more than $2 billion in 1981 and 19 82 

and some $15 billion through 1985 . 

Perhaps one of the greatest ex amples of how we cannot make 

the people better off by taxing everyone and.- creating massive 

subsidy programs is the Economic Development Administration . I 

am proposing that we terminate funding for it which would save 

nearly $3 00 million in 1982 and more than two billion dollars through 

1985 . 

Today there is a lack of consistent and convincing evidence 

that the EDA and its Regional Commissions have been effective in 
W L w-i l/ &,., iJ:1-,_A ~ 

creating new jobs. T+,e job ,vrill~n~ :by the economic 
wJ.l ~ 

expansion and job creation which comet th~e~~h my other econ omic 
:::r; ,-J .-4,. ,(°;J.~l /"-

measures . ~ this is one program which also hugely benefits 

an army of planners, ~1nu111:I:. 1tt grantsmen and other professional 

middlemen . I think we can do a better job while saving hundred s 

of millions of dollars. 

Our nex t principle is to eliminate duplication . For example, 

the Farmers Horne Administration XMfiilY ► i:wa duplica~ several other 
~ ...... . ~ . :> 

Rllil■■nik Fede:rial lending H:Ji:iliinlll&MMI!!- programs. ~lc0::D:=F:1'Ttt .rni.-
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~ am asking that we trim 25 % from the direct lending activities 
~ 

of this agency in order to ~RKXR,1nrnxim:lfs1ci.x.sR1uni;~xH:ai:x:rwx~~se:xpgj,,x 

~Es I ·s~ remove this needless duplication. We can save $105 million 

in 1982. 

We llkaft have also found even greater waste ~EBHHHSH~ and 

duplication in the Tra.de Adjustment Assistance program. These 

benefits, intended to help our unemployed when increases ilmt in 

imports. have taken their jobs, can now be received concurr~ 

with unmployment benefits, and that's not fair. It ~also has 

» HHKH& a higher benefit ceiling than for unemployment a insurance. 

These beneficiaries will simply be asked to be on the same footing 

as all other HH■■ps1eB}d!HSEza recipients of unemployment benefits and 
./ 

we ~ will save $1. 15 billion this way . 

We will save another $204 million by ending or reducing 

neighborhood housing programs which duplicate other such 

programs in the Department of Housing and Urban Development. 

The sixth principle which we followed is to convert cate gorical 
,-. 

grant programs in to lliat block grants which shift resources and ---
authority to State and local governments . 

We can reduce spending -,Mll!!kJEH:d1&ir.t1.r b y cutting administrative 

overhead and eliminate waste caused by ineffective targeting. 

We can consolidate programs which are now strewn throughout the 

Fede~al bureaucracy . States will be better able to plan and 

coordi nate their own service programs and establish their own 

priorities . This brings g overnment closer to the American people 

right where it belongs . We will save over five billion over t he 

next five years by tr § taking these steps. 
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Any rsvxeu~ program which is not cost-effective should be 

~ reformed . This is the next principle which guided our actions. 

This is • '.especially necessary when we are faced with such difficult 

economic dislocations as we are today . 

One such program is Medicaid . Right now the Fedearl Government 

provides &W11na1c1r States with opc11 01·1 7 unlimited - matching 

payments for their expenditures. This eliminates most incentives 

for the States to reduce the cost of the low-income insurance 

programs . We will place a cap on Federal contributions to gain 

more efficiency at the State level . And we will allow States 

more flexibility in managing and structuring their programs to 

promote more cost-effective reforms . We can save $1 billion 

in 1982 with these reforms. 

While the YPp■e space program has been important to America, 
/JNA -J' 

we will ask u m; Ym, n, for a reordering of ~ priori ties to 

focus on the most important and cost-effective parts of the 
programs. 

its/P.ll,l"JRIHim:s:. We can save :t'll!lffl!fi a quarter of ~ · a . ,billion dollars 

in this fashion . 

The U. S. Postal Service has been consistently .. ii.s,ui:k unable 

to live within its operating budget and still depends on large 

~mrhat:YEn11trmX1Ll: Federal subsidies . I propose to reduce~ 

M¥¥:IIZ:lHiil subsidies to force the Postal Service to ~ become 

more effective . These changes will save •t.•• $632 billion 

next year . 

Finally, 

counterproductive policies . 

terminate ineffective and 

The Economic Regulatory Administration in the Department 

of Energy has programs to force :aRllflfHIAia.;w.lt& companies to convert 

to specific fuels . ..._ It administers a gas rationing plan and 
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used to run the oil price control pEogram, until I orde{the 

decontrol of oil. With these regulations gone, we can save several 

hundreds of millions of dollars in the~ years . 

.'i'h11mn1?11rx*11111~£lil In the Department of Housing and Urban 

Development there is a loan guarantee program which encourages 

communities to, in effect, mortgage their block grants as 

security for .repayment on loans to purchase and rehabilitate 

~ property . It also allows communities to exceed their own 

"'Ullftu:t±mirtx legal debt ~H limits . We will save $275 million 

next year and more than a billion dollars -M through 1985. 

These are only examples of programs which can be cut, 

reformed, streamlined, and eliminated in order to save the American 

economy . .allli We will work to~ return -to s tr· ~ standards 
~ 

of ~.&w, Ill"& genuine .meed and s-,; ~ that original program intents 

are met. Excesses and abuses must be stopped. We can no longer 

tolerate the squandering of billions:;;;;!. billions of taxpayer 

dollars in misdirected 2':ilHHK programs, many of whose existence 
I 

depends simply on habit . 

Well, one thing we can--~ do is to break ~nMalAMI~ our 
~ programs which_./ 

bad habits . We want to keepR-liM1:i¥1h1111k whiii work ~ - We'll fix 

the ones that need fixing. Af½e.7 ~@ie•e aij£-ee ~l-ia€ we HR a±± herHi1~4::t:: 

don't work and we don't need -- let's just get rid of them. 

Before I leave this discussion of spending controls, I want 

to mention briefly the a one budget we will not be able to cut. 

National defense is the only area where I am obligated by my 

duties as President to recommend increases in spending in the 

coming years . The need for this effort is driven by the marked 
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deterioration in the international cliroa te ;.,, u,,,as t sec e 1 1 l , 

~ and :illll! our failure in recent years to come to grips with our 

defense requirements . 

Since 1970, the Soviet Union has invested $300 billion more 

in its military forces than we have. This prolonged period of 

Soviet investment has left them with a militarily significant 

numerical advantage in strategic nuclear delivery systems, tactical 

aircraft, submarines 1 artillery, and anti-aircraft defense . To 

allow this dangerous situation to persist "i:!tit1!ttnii1toti.:t:7' will~ 

N~atiNH HRNR~ endanger the security of our Nation . 

To restore the military balance after several years of neglect 

will require a major national effort . By making the financial 

sacrifice in the ~arly years ofhis decade, we will avoid a far 

more costly :r gr:am "crash" program that will inevitably be 

~necessary during the latter half of this decade. I have 

determined that the defense program I have proposed is the 

effort we must make if iiiu■1111,x our security awii:x:i:& and the 

security of our allies as well as smaller nations is to be preserved. 

Yet, the Department of Defense is not free of waste and 

inefficiency, either) fnd it .Jl,iilijk will not be spared the obligation 

to make significant ~eductions over the coming years . I have 

directed that bilion dollars be cut from the five-year 

defense prog,ram I inheri tea H:EmX:ld\l!X~.xHx'iBH'9JEa.li when I took office . 

I expect to identify and terminate additional defense programs 

and operating practices which are inefficient or poorly managed, 

or contribute little to our defense posture. I intend to Wf1 provide 

a defense program that provides the~ greatest effectiveness at 

the least possible cost. 
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The second integral component of• this comprehensive economic 

plan is reform of our tax structure to make America productive again. 

It's time to create new jobs, build our industry, and give the 

American people room to do what they do best. 

I am proposing a 10 percent across the board cut in the 

tax rates for all individual -i;111i-E income taxpayers beginning 

July l with additional 10 percent installments in each of the 

next two years for a total of 30 percent in cuts. 

This program is a departure from the past because it 

restores private incentives and awakens new resources of growth 

in our 8,f1¥BB%#XS~~iftt¥X national economy . It rewards~ 

work effort, savings, entrepreneurial activity and technological 

and managerial innovation . 

Due to these tax rate reductions during the next five :sp: s:r: 

years , $500 billion will be kept rather than paid over to the 

Treasury by ..Dl!ll'B. tens of millions of American producers . 

Unlike irn£aµnt. past programs, this does not merely shift 

wealth between classes o f taxpayers, making some better off and 

some worse off . My prop~al for equal reduction in everyone's 

tax rates will expand oufational prosperity, enlarge national 

incomes and increase opportunities for all Americans. 

My advisers forecast that with full flB:r implementation of 

this tax program and,. other elements of our plan, by 1985 e~ 

real production of goods and services will grow by $400 billion ,.&: 

;s:umik;nr higher than today's level . The average -, worker's wages 

will rise by percent in after inflation dollars, and the 

average American family will enjoy 

chasing power. 

more in after-tax pur-
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By lowering tax rates by one third and cutting inflation 

by one half over the next four years, we can draw our national 

savings out of tax shelters and into productive investment in new 

factories, better .:k-111111tt•~ technologies and more jobs . From a higher 

base of w:iu!li~ economic activity and with less need for shelters 

from punitive rates, the essential revenue needs of government can 

be met. 

We are also proposing to reform business tax depreciatid:in)~ 

'1">~t~at American industry will have the incentives to retool, 

expand and create eight million new jobs between now and 1985. 

The present depreciation system is obsolete,needlessly 

complex and r-erzwqs economically counter-productive. It forces 

business to replace worn-out plants and machinery at today's 

high prices from capital recovery allowances based on yesterday's 

low costs . My proposals will stop the liquidation of industry 
r"I 

capital and stfart the flow of after-tax profits needed for 
__. 

revitalization . In !Rm calendar year 1982, additional funds 

available for investment would exceed $10 billion, growing to 

$45 billion in 1~85 . 

Let's quit thinking that profits is a dirty word. This past 

year some of our W.~lB~ ae.08 PfQ.Q no profits, 

and hundreds of thousands of people had no jobs . 
,......,_ 

we saw the relatiionship between the two . -
I think it's time 

Without my tax proposals Federal taxes would just keep ~ating 

more and more of the people's income -- rising to a full 24 % 

after 1985 . By contrast, my plan would reduce the Federal tax 
r 
~ate on workers to 20 percent• in 1982 and 19 percent by 

1985 . Yet, bec~se the economy would be rapidly growing, Federal 

revenues in that period would still expand by nearly $200 billion 

in t~t period, allowing us to take care of the~ programs that 
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government needs to do. 

ft n~ I recognize that there are many otherC:.desirable r_, ; 

changes in the tax laws such as indexing fixed dollar amounts, 

expanding Individual Retirement Accounts, correcting the 
,-... 

marriage penalty and tuitilon tax credits, among others . But -
our revitalization plan is so ~i~w••~~ urgently needed, that I am 

asking Congress to today's proposals first, and then 

I pl e dge to work* with you to achieve some of these goals at an 

early date in the future . 
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~~~· 
American society experienced a virtual explosion 

in government regulation during the past decade. 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 

nearly doubled. 

This torrent of regulation has :tra:d ma-H adve?"'S"e=ef➔osti. ... 

~h ey ¼ncll::lQe higher prices, less employment and lower pro­

ductivity. Higher costs borne by business are passed on 

to consumers ther 's no -s~G 

M01? ·~ 

,feri ng wa:-H-1 

}:;i-l:i'1.-~ a f 1 e e-4-11 nc: b 

:rreeft'"~· 1¥&-y-a od i nt-a-r­

' ~ lation causes 

entrepreneurs to defer or terminate plans for expansion. 

en our soc1e ey--'-- ec~nom~ 

e aadi tional b urd ens 1mp os~ed By regu:I: t i:on ... SRO ;b d 

~ ubstanti a concern. 

r want cu a"Ssu-1§' 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. 

t 
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I have moved swiftly to deal with the problem. First, 

I asked the Vice President 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 ill-conceived "midnight" regulations issued 

during the last days of the previous administration so 

that they can be evaluated on a more rational basis. 

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

age nc y heads have taken prompt action to review and rescind 

existing burdensome regulations. My economic messag e wil l 

contain a list of over 100 additional regulations that my 

Administration will be reviewing over the coming months. 

F i nally, just yesterday I signed an executive order that for 

the first time provides for effective and coordinate d 

management of the regulatory process. 

Although much has been accomplished, this i s only a 

beginning. I made regulatory reform a major commitment 

in the recent campaign, and I assure you I mean to keep 

that promise . 

The fourth and final aspect of this c omorehensive olan is . ~ 

t ha t it require s a national :moneta ry ~liX:¥ poli cy whibh kHHF!!:SX:tila 

~ .wxkx.i.Rx@M:xx.mNNB:¥-XX:a~~jq{ d oe s not a .llow the r ates of money 

J.. 
growth to RNRX increase cons i stenty faster t h an t he growth of 

~ 

goods and services. In orde r to c u r b inflat i on, we need to 

sl ow the growth in ou r monetary base . 
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I fully recognize the independence of the Federal Reserve 

System. I will do nothing to undermin~ that independence. However, 

I plan to~ consult regularly with the -iiai1:mt 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 1? 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. 
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This, then, is our proposal for rescuing the AMerican economy. 
simply plan 

I do not si~i.:¥ want it to be/the ~®~~:s:ax/of my administration 

I am here tonight to ask you to join me in making it~ plan. 

Together, we can embark on this road to BE®HmiE national economic 
task 

renewal. Our j~N/is not to make things easy; our task is to 

make things better . 

Can we do the job? The answer is yes . RNxxwexmxs:t.x~@xix 

But there will be no waiting, because we must begin . WRXXXH 

Our social, political, cultural as well as our economic institutions 

can no longer absorb the x~R repeated XNE®k shocks that have been 

deal L _ them over the past decades, and especially in the past few 

years . 

~ ;t1..e 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 difficu.lt new chal.lenge to its end -- that we will 

find those reservoirs of national will to once again do the right 

thing . 

Over the next few weeks, these proposals will be presented 

to Congress and under our Constitution a great national debate will ' ·-·-encourage to 
begin . I _im~/xR.a::k peop.le across America wii:i/participate in this 

debate, and zxmx~@H::fiRRN:x~kaxx.a::sxxkR~xHxRmxHexxlK±xx I hope they 

will be able to support these essential steps. 

~ 
However, I' ~ already seen indications that ~ narrow interests 

have already determined that they will oppose many of the measures 

we are instituting to gain EXX@± control of wild government spending. 

The question is whether or not we are simply going to go down 

. ~ . 1 the same path we that has been done before -- carving out s-eme specia 

~ -1 h program here and ~ specia program t ere. I don't think that is 
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what the .American people expect of us . More importantly, I don't 

think that is what they want of us . I think, instead, tha{ the 

American people are ready to return to the source of our strength. 

In our economy we should remember the most fundamental principle 

of them all. The -- 7 government does not create wealth. 

Government is merely a servant and a steward . 

The substance and prosperity of our nation is built by wages 

brought home from the factories and mills. They are the income 

produced by farmers who feed us and the world. They are the services 

provided in ten thousand corners of America . They are 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. 

are th~ 

fruit 

~s this was in a 

For too long now we've removed from the people the decisions 

on how to dispose of :xhme,:~ what they created. We have strayed 

from first principles, and now we must alter our course.~ 

~et□rn t o the ppm people :more control over what they have_ 

~oduced 

Many say that the ent does not create 

inflation, then the does 

when 

money from e people and spends it 

th g~r:J 

Well, 

source 

I 



What we do here is a way of syaing R~ yes to Zmerica, 

and yes ,~ to every fundamental s-trength within our nation . 

It's the positive thing -- a way to build on foundations 

which served us well . At last, I hope, we will move toward 

kM breaking the bonds of dependency -- the xisi® vicious 

c y cle of excessive government growth with the corresponding 

diminuition of the right of the individual. 

Just 29 days ago, I stood outside this historic building 

and said: "future if we do nothing etc." Gavin quote. 

* * * * 

Growth in revenues in America should come about not 

I' 
because the government of the United States is taking more, 

but becuase the peop le of the MHXH United States are producing 

more. 

We give it the fancy nickname of "bracket creep." But 

what it really means is like being on a treadmill. While 

we walk faster on the treadmill, the treadmill speeds up faster 

than we pick up our pace . The result: kw® one step forward; 

two steps backward . 

"We are too great a nation to limit . ourselves to small 

dreams. We're n ot, as some would have us believe, doomed to 

an inevitable decline . I do not believe in a fate that will 

fall on us no matter what we do . 

will fall on us if we do nothing." 

I do believe in a fate that 
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• • 1 The taxing power of the we need to return to first pr1nc1p es. 

government should not be used to destroy, only to build . The spending 

powers .Jii-1 =~im of government should be used only when necessary and 

not merely when convenient. © 

As we move toward adopting this new course for America, let 

us remember that these steps will hardly lessen the efforts of 

government throughout the United States . Next year, without ou.r 

cuts, all State, local and Federal Government would be spending 

$1 . 17 trillion to service the public nee~s of our citizens ~ 

9 Even with our reductions of $53 billion, ~ all levels of 

government would a sti 11 be spending ~~1drnxsHxxaHHm1xk11x:f some 

~ 1.12 trillion dollars . That is x■X&KiJ+ 1maxf only about 

a four percent cut in total government spending . Four percent 

is a small price to pay bring~ our economic nightmare to an 

e~ 

(_~shows that .,_ 

◄ · oa h c ontinue to be 

7 r by any rationale measure, we will 

a generous people, spending handsomely 

to do the things truly required of our government. 

Moreover, getting inflation under control will give to 

every man, woman and child in America the equivalent of a cash 

bonus . For example, reducing the rate of inflation from 12 

percent to 10 percent would given._ a family of four with 

a median income of $19,400 the equivalent of dollars in~ 

extra wages annually. Reducing it to 8 percent would result in 

extra cash~ income worth dollars . And reducing it to ---
I J • I percent would result in extra 

dollars . 
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times . 

Much wil l be determined by the way we act in the weeks ahead . 

The people of America will waiting -- and they will be watching. 

rjet us make this a time of unity and great purpose.c;/r will not 

fail to work with you as you reach y our decisions. Nor will I 

fail to support you as Ji9 the pressures grow to do things the 

old way . 

I don't think the people expect miracles of u s - - but I 

do think they e xpect action from us. Let us act together. 

Thank you and good night. 




