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THE WHITE HOUSE

WASHINGTOMN
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. 1Incidentally,
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 o0il," 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. Bottom, note the new reference to waste and
fraud. We're checking the numbers to make sure. But it was
believed that we should take a strong position on this per
the campaign.

(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.






.

(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 believes (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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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

n TN A
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are people who want to be productive. But as the weeks™

go by despair dominates their lives. The threat of layoff

and unemployment hangs over other millions and-all 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%. e

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 1lst 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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Mo
with our internal strengths. There has been ’E 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
fin?&une 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 wvalue 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
fhiveliheed. 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 elder%? 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 w1ll be no cut in

$3.5 bllllon for jOb tralnlng 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. -

pre
——— IVRES e

e e

All in all, more than $216 billion in some 20 programs<z¢ﬁcggbﬁ”e
Bty

are being maintained at the present growth level. But

Progect Head Start OY summer youth jObS. There w1ll be ag;;;\\

|
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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
We call for an end to duplication in Federal programs and
reform of those which are not cost-effective.

The Food Stamp program wil 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
real need 5;5 who are abusing the program. Despite this
reduction, the program will be>budgeted for more than $10 billion.

Welfare will be tightenédAwith more attention being
given to outside sources of income 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
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than all the other countries in the world put together. I

whele
me@eheartedly support this and believe Americans will continue

th&;%ékﬁéiggég\’ 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 activities 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 loans, 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
N ﬂ"~‘:¢" /f--lb"éi,\;l\rdﬂ e

—

DepartmEHEYhas 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
Q;;E(«:Qcm 5TITOUITS

borrowing agency. The taxpayers,¥of course, are paying that

high interest rate.!‘GQﬁennmenizdgesnii:have“any:meﬁeyiof

ite
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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 eE% inatiOf/gﬁ/dﬁplicating programs. This
is true among the lending agiggies. For example, the Farmers
Home Administration is a QBp.icate of several other lending

P

/
programs. By trimming/iﬁs len Qﬁg activities 25% we can remove

the useless duplica}iéh in 1982 ;Eg 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.

~ But 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\Cai/Be saved by ending or reducing
neighborhood housing progra % which simply duplicate other
such programs in the Depar, meét\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 i e people and will
save $5 billion over the next five years.

Our program for economic renewal (té;;%gik) with
a number of programs which at present are not cost-effective.
An example is Medicaid. Right ﬁow 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 wili 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
It is still dependent on large Federal

operating budget.
We propose reducing those subsidies by $632

subsidies.
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
It administers a gas rationing

convert to specific fuels.
plan and prior to decontrol it ran the oil price control
program. With these regulations gone we can save several
hundreds of millions of dollars over the next few years.

— :\

In~the Department of Hou81ng ‘and Urban Deve//pment
/

uaranty program which enceutrages communltles

there is a loan

in effect, mortga their bloeck grants as security for

to,
repayment on loans to purchase and rehabilitate property

their own legal debt

also allows communities to exceé€
We plan changes here that will save $275 million

limits.
this ¢oming year amounting to more than a billion

IS
e e

in
\ t}};;p,zgh_w.&i._f,-w"--»--\‘.\
Now I'm sure there is one department you've been
That is the Department of

waiting for me to mention
It is the only department in our entire program

Defense.
that will actually be increased over the present budgeted
But even here there was no exemption. Seckretary

figure.
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1. of Defense Weinberger 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 fhe 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.
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Our proposal is for a 10 percent across-the-board
cut every year for three years in the tax rates for all
individual income 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 retroactlve to January lst

NPT S CI QW,A_%:*{ AN /~ EEN

but the deter&oration of the eeenomyfln\the~menths 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 ta;fgéductlons will be July lst.L€C~¢ R
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.
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
production of goods and services willquga7%$h§236u§illion
higher than it is today. The average workerfs 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 lst.

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



page 14

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

!

ﬁﬁg\al properti\w 1a be dep ec\ated OVer
instead of tQ,// esent y &S . /

In calendar year 1982 under this plan business would

acquire $10 billion for investment and by 1985 the figure
would be $45 billion. [T Bn“e‘a‘mxftrﬁo"m

e 2 ¥

\create 4% mf”glon jobs:”

PURER e
— e IR

/

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 grezat

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-ghey are
responsible for most of our new jobs those new jobs aren't
created.

We have no intention of dismantling the regulatory
agencies -- especially those necessary to protect:éivironment
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
Taék 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

. ,,_,.—-———-?"._,'T:T' A N e
burdensome regulations. My—economlc message - w1ii\sfnta1nl

/@—i&st—of*uver’IUﬁﬂf::;gi\pal requlatlons thég;;e will be
'\rev1eW{;; ‘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.
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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.

Wi;fully recognize the independence of the Federal
Reserve System and will do nothing to undermine that
independence. HGme&er;géiéi;;;te consult regularly with
the Federal Reserve Board on all aspggts of our economic
program and will vigorously purqué”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 bégin.
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.v

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 to provide
revenues for legitimate government purposes. It muséﬂg;
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. 1In 1982 by $§  Dbillion
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.

XKoo= Qe 5 —

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 alternatlve to that, a program for

i L/\ S T T 3 Gttt Thn Jd UL
economic recovery. Redue;ngninfLata@n~£rem~&2eayﬂﬁa%xr&£
[head /\-'\I\_Q-— e --.\_-4\?' B /\:\ KNS ~&-,\J.~~q._,\ o "CN‘N""? "—’ :_.,\;_ N [ L\“ U\‘u‘

1s_eq&&valent—%e~g&v&ng;the—ave%age~£am¢ly-ef—4~4-- —in

. X\, \LS\ %\'v—«'\— *N‘—‘W\ Jku/”""—)\, \L\».vv**( ‘*~ . \:\nl,_/\,.‘ A \'*-._.,\ d(/ PNy ,L-—-f\—j -
cash~—~e&t%1nq—the~pnesent~rate—1n—hakf—would“be worth

& —to—that—average—family—Wiping_it-out-entirely-shoutd

becevr—aim:

=

/ross It will take time for the favorable effects of our
proposal to be felt._jiﬂlet 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.



ok .,q’,/&y 1

CAMP DAVID

G ;zf.sh 'mPM' , Daimlians, antons A
cg% ‘ ;Mf@&%% »
M&NMQ\&?“,LWWWMWM
M@MMW@MMWM

JN@ALMIWMchoWMmM

BT g 1 L g S o s T T oK
St Aashad odrdimen. Sarels K Amete Thaun 207

anriom S e Al M&LM&:— .»&WWML-;MM

/uj‘NMMNﬂMv:’l T M%M\N@w
Cma. prrdasa. on o nla s C—cﬁ MJZ;

SR Al /’“"”"‘1 S o, }'“gﬁm yéwmm .../I;)'\M AR |

8.0 0 : N
st -t D oy
&;% m ,‘C_M\n&k <‘>\‘! 2 LR N W __QM é»L
A s - 1\ 3, AT
SN ';-\_ LIS A -0) u/’ -;_ﬂ_,Q _/If‘!‘) Lb‘, j/‘x,'\g__ MQ_WR
- h e D
-\”..a‘_‘ ».: & Iy [N M_ . M
D ; R LM ey '
27 ’A_;._f-\, , 9 0\ wﬁ-l.m___ s 4—“)_6) _,s..w*{ 43 WAl 4 ,.y-r‘tm /\Ma
P
TV AN lv'--— W -/QJ}\M MM\__ A ,.r\—-/\ \d_é .»’.F-e?wv-,.a ‘ ‘( Cv’\.]" SRy

fr -



. ®
e s Fos. M%MM
g"j,i;&m RZ&LMV aﬂ}

MWM 53
R I W?OMMMMM
C‘*'(""qu /7;\41' O fasin partsa M 008 Amad o
ﬁm*@«wﬁrm,&m%m
?M\-MM%MMC Ay
| IDOOMMWMM
a&LQWMMMMW&,,“ .
G\MWMM&M%(OQO,&J&J
MGOMM

Fg 29, MWMM .S‘Piﬂioﬂ.:r
oA Grieas apan, engrumnl O (T AT s/ SR

Tl 0l tmatX PO 2D . Kon XThe SILT.

) MQMMNKM’e W
“"fwﬁmwmw Mmu@m
P‘aﬁ“m'&s'/“u*‘\mww I’OOMG\ _
M{w&aemwmb}wm..“

N T ey MM’W‘"%_M“C“M
"’LT&N“LM PM A Krian, S M:M MC"\Q
jﬁ.ﬁ\mw\_ /L, W > Taan

A.r-'r'kc.i m,@ ,?.&G'\N‘Ml— M ,Q,w‘












Ly 3370 2 1992, -
wLﬂs. %L & W s , e ‘n. , .’. .
ArL au Rau~ saa AT 2 el v Rhoan 5 WhaXaa



CAMP DAVID

“f"ﬁ’m %M@MWM
2o, QMWMMMMW T80, s 300w
g2 mea@ /SMW(??J"

Q» I&M& Fa. DMMMNM Aot S,
MBMM**”“"" 2. 200, Dhrovgh (R8S™, Tohonaoy
a.w..gw vwmmm
SDA?JAWWMM%M
IO w‘&%&amwm

"”"“‘\'gww WMM

Wf&..ﬁr&Wmemw,ﬁ J-A‘{\MM

,.,,,.,xm.s M{WW
Wiﬂm%wmmw
WH@WS\M [ OS5 amd ; ST |
yﬁlmﬁz&%m-@x»m W‘WM
*:“MM by ?&TM au,,g -
,\LW@QMMM’?"M ,ébuw,,/w-(-u& ANBansa, i jonte

7

kmf%M&MM WMW
MM Fﬂ““ﬁ»@w.@@m







Adarmic Tnig  poot Asag s W ol MM&MQ
e K MNMMA%W W e
i@--&_@c-. Bdp G Aare paniaat, DAa T aa. ,;..;.LQ
Mwum,&mwm AT

va‘*- -3 NS < o A e W’&u A (f—twm

e “ih

Aha P@*MJMAMM ool

MM&““J“MW \STMAI\LQ
Mdurasy Thaua Muakmﬂa-&_ S22 sl )G"f'“““’u"‘

PWEMA@*MM%,

M&Wﬂ& wm&‘%?{&‘ . '3'?"'&*-".
‘«in—u?wo. W’:I‘“ULN/\MMMQ |

GIN Aond i,
.»x 5 h 2.0 i e
— ’0 ! cof A lda pumea Uy

N 1
S, S @«?&3‘ o }'\(c,w ¥ {alsna Ao 8 ] I__

;‘\_z\\.l\) ,um,?.m c; FLE P L Ana s
Y Sl ;h_.,.mkhn-m



Shisg soras i soprimplia Arc. o Qagouas Voot dumpn
Chomt sode mATh o Aniimdion of 20T Jorbih Ardad
Hhy O o LRy AR st i G prrdad A
A Bl &»E(m\’m.»xv@aﬂuxk.m&_~
Qarvmadp Aness . Aarmaza 1270 Lha R evmaX . Ars Hravaxcd
%éoﬁ;&.m& A;IAM-MWMM,
mﬁ%ﬁgm_w N oy,
R IR L R
7o ol KA mllatgse Ao et sz,
R eareliin a Slwaa &

Qs .~ . '

p ,"Q. ; » . .
- / (.: ‘M":C%.’ \Mﬁ‘ ) Crtea_ RLAPA s /\E}\/«’LLIA ) 7 ,.,W_M
R e B RS 'x"""*‘“ﬂ} Sy AN S Ry i
ALy Chasn porsl®ody cpa obamblely o crnit



: : Sy _f,.m,a.;,..,,' q_,Q‘.,,,;.,,J,,‘TM'b'M‘M ity
,@.«_MWM%‘:‘ : |
Wl i AT pordol Tl porbe e formresan
o Naduivls wdh Afsadving a3 Zhe sl fefatint
W""’fﬂ"m T AsLae (.38 onn sdsanTing
i CVRPVERE N SVRIRE P -wotnnn < g § QAN SRR WL r i)
M3 o, 2ruind S AR Qriad L dalsy end giive s Gatiinan

‘ Areve. G Sur prdaT A L ToX e,
Sl LR S B h A Lo Ao B podonih\ frasrndas

ST

» A . Orn é:;"f“““‘"&*“ fr o )0Te orrvan - R - e
1"""4“‘\"\“ S ‘

2o Vden I3 fadeasll, eerd alans G ZlaTort om .
UN%AQ‘”M Nveon S LEADIN g Townl® AN BTl EURNATEY 0F Thy u;wrviﬁetwﬂm‘mé
L)

P e\ Avodaa, 25 Ao lide
t&aﬂ.{@ X 2y S TBrraBai o Tl s
e peevtla dasas aatM/e\M Ao TAOX enl, W olag~
AR Ao A 2 B T -
' - 2 / ! VR o : o
T A QT AT G e Choas (07,
(it o ¥E PXF W LY, S’ W

ro AT . ~ |
%M /memgoz —

Q__‘*‘nw Pt -"-:‘- Rt oy 3

N = R

=

.
: A

CANEIN | CUTNENND 4 gIreeda 40 anl D

50020, pesa 0 Y e -~

e Ol ety e AR ade Ry et At s —

O snldas. garrms 1’-- - X
;;.2,:,.,. , ,W&‘%[-{M:MMLLWW



@fﬁkp: ?‘MW :A%M»M-«’»&
$owan {”MM
sdanan . pal W*WW%*MM
gmmwémmam&ﬁﬁm

f% exﬁe&rsM . L fmr ¥ ‘g -
a% ard NAAX, Ty adarins ddrsuay Sad
»-4»-%22'11735 v Mal fiiedaciul, o auin T AN,
Mﬂw%ﬁwmww‘ il T e ovvags
%mwwfmmwwﬁgmz?
o gt Sorlioss. “TRS o€ toursn 28 PasoinZid
f&wmwmoex‘ww sﬁw-
MM‘M—WMMW«»W

W o%Sﬂb WN\MW
e AN SN |
T “.WW W \ w’___‘ "M:}“Ll
Jroass Tha QiioaelsToin ol fSanT, g poadadias 2 Lol
wmwwmm A o8 FeBel\TOW

UWM‘%”WWM \A/a. AL

I

v : *“_"“‘.._ e Yo [\{ g 4
g A = -
2 DSyt v 73
.' . [N
TN, . 3 - Soul, BN . ,
.
2
.







st e @
Ang "“'M"”‘l %W‘ QP Pog e a‘Iz\ z_4. 3 ay

M‘d’“\ .a» Sy e | }tg,. ORI e MM&M ‘3}-""7:3'

cé,\u& MM T&M‘Q w&wﬂé&*« pormi T

.




at an eatdy date in -';;’:w ture _
r?r;he : ;‘_—nent of our comp

p

N ¥ American society experienced a virtual explosion in A
government regulation during.the past decade. Between
13706 and 1979, expcnditures for the major regulatory agencies
guadrupled, the number of pages published annually in the

Federal Register nearly tripled, and the number of pages

in the Code of Federal Requlations nearly doubled.

'?)g\)&LM*:¢La4)&“M
T R B et G Saiig bt Prrs—Paese=d highexr prices,

less employment, and lower productivity. Highes-costs—besre

WMWW . Overregulation

causes entrepreneurs to defer or terminate plans for
anszono.».dz“ :
exp . ot oatunantl Za e
THOSE NEW JoRRs ARFNT CREAT Mo@wm_&,@

We nave no intention of dismantling the regulatory

ageﬁcies -—- especially those necessary to protect *@m.
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.

mew*mwmt'
nAdE Rusw
Isnasked tise 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
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- paye-2®

pA~4&~4¥a~Q,MJTH;I_
hundreds of aLl-weaeo*aeé-m~ényght" regulations iwesswd

cosordination 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 mymDiesseineecateion

will be reviewing over the coming months. Finally, just
yesterday, T 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

B e iR AR Amiananly, Kireds £j“=‘?4“*”3“‘“5£;41A~n~un»2_;

beginning.

oy W;MMMQ Cavlparaln Mp»f—kvammmuw%m By
Eba-saeen—e¥§*f1nal aspect of hh&e~aemp&shsaaé¥e plan

émzzhab—ét requires a national monetary policy which does not
allow tIr—wede®=3F money growth to increase consistently :
faster than the growth of goods and services. 1In order.to | 5
curb inflation, we need to slow the growth in our monetary
base.
I fully recognize the independence of the Federal
Reserve System;wdgrwill do nothing to undermine that
independence. Howéver, I plan to consult regqularly with
tha Federal Reserve Board on all aspects of our economic
program and will vigorously pursae budget policies that

will make their job easier in reducing monatary 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 restére vigor to
our. financial instltutlons and markets. .

’ L Opmarimns Waow G " : ;&P% fa.
This, then, is our prososal ;Q&m5&&$M$%Qﬂ%%%4¥&CTﬁu T %ﬁ
¢

eewiy. I do not want it to be simply the plan of wmy
Administration -~ I am here tonight. to ask you to Join me
in making it our plah, Together, we can embark on this royi

oW R S o A SO e R RY e W »Q&mmhﬁﬁhﬂégnot to make

v . g
things easy: ona-h.S&—I; to make things better.

Can we do the job? The answer is yes. But—thesawkll
haama:x§ﬁ€$agr~§§gaé§gT;e.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:ﬁggggég&és_in_xhe
pR-Eb—CrmgTars .

| We are in control hexe. There is nothing wrdng with
America that we can't fix. So I'm full of hope and optihism
that we will see this difficult new challenge to its

end —— that we will find those reservoirs of national will

{0 once again do the right thing.

——Cver The next—few weeks, the
p?égg;;;g~;6 Congress,

/national debate will be

proposals will be

2r our Constitution a great

~

I encourage people across







4 s &F’lm .
wppeaslamiuketente hefore —~-~ carving

go down the same path
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 deon't think that is what

" they want, Gdfmes . t—ahdnkq—@;§g;;%?=fhat*the~*mer&ean—peeplo

344e) are ready to return to the source of our strength.

e magt fundafental

ent does not cXeate

Governmehit is merely a’servaaf and—estewazd

The substance and prosperity of our Nation is built by

& FARM 1 THG SHo
wages brought home from the factoriescgﬁﬂ'giTIE}w/TEZ;E;ﬁs
She—incase-—oredmsed-by—farmers—who—feedtun——enrd—tire—tondd .

. They are the services provided in ten thousand corners of
America5 Taag—ae the interest on the thrift of our
people and the returns from their risk-taking. The production
of Anmerica is the possession of those who build, serve,
create, and produce. un

For too long now we've removed from e people the
decisions on how to dispose of what they created. We have
strayed from first principles, amtpew W& must alter our

coursea,



- s Tl FUVS IV PN < T AP e €
g We taan ane Ravgon offemd Thaigy Adinfasy
Qe st

ot Tl @ Aty TR
Yen Zha Maa&&f@f;@ww '

Pl

LR, e
D, OArd. L Coaa. O D alsL aanfan

\-6 : I—MW/MMMMW
" G y por . ralosnd son T K Sl dasay

Gt Ao e, W dam moT Fone oun ofliin of
Diirirrg ol onf305imm Sondh AXA o JTEdnr
st o somplein T fared Loispas ni Kha 4,2
prmarinsT s Spstomimmt SBC Snosrt aun o 8BnmnTila g

THAG O Iy S mm— pose e
(Radumssomy /LT G (22 foux & 10 2

jritaredenk. Tr @asriey JCBu onrdreaa Seinasilse o0 2
}%.”M X e ) whiow

_ P A LA
b PRV WA \"“3:{“*‘“& ’C‘Q"‘M o s g
g}, - °« 9
e S T'o THAT AgRage FARy, WIPINS frovt
EITRY Sitound (3¢ cur. ATA,

5




x@@-&augmwﬁmmm
WWW
‘7'/3«:./(“—9-{‘% M&WTA’TM'

C"?““*"*‘Y“ '(»-""k”“r*r



Page i - February 16, 1981

Mr. Speaker, Mr. President, Distinguished Members of
Ccngress, 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 restqﬁing the'promise that is offered to
every citizen by this,tJiast, 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 “igures 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

RS
are people who want to be productive. But as the weeks
go by)despair dominates their lives. The threaéiof layoff
and unemployment hangg’gﬁer other milliong}and all who work
are frustrated by their 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 thovtht I could
ever earn but I seem to be getting worse off." Wéll, he

™

is. The average weekly take home pay of Americen workers
- A ,

4G
in 1972 was $122 a week. If we figure theiﬁ‘take home pay
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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 ma& aimed at maintaining the value of the currency.

S v e

Thi-s—proTramny éﬁ enacted in full, ml/help America create
12 million new jobsr-three million more than we would without téess
ﬁ;ﬂﬁfﬂbﬁ£ will also help us gain control of inflation, cutting
ifkin 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 attigling to
cut either spending or taxing to a level below that which we
RxEaRk 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.
























page 9

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.

Loa

Our program for economic renewal (%feﬁé;;gé with

A

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 tc 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 saviags of a

quarter of a billion dollars.
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Our proposal is for a 10 percent across-the-board
cut every year for three years in the tax rates for all
individual income 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 retroactive to January 1lst
i e 25 e sinen et
but the f—thE“EtUnUmy‘Tn~the~mentﬁs 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 budget;}
already in place)would be thrown out of balance.
Therefore the effective starting date for these 10 percent
personal income tax reductions will be July lstgﬂ/ilgtPa”'
Again, let me remind you this 30 percent reductioq}
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 builtvinto the
sfstem.
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 4%5697vkj
A 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 rea

2o tnged avi x ¥
production of goods and services will grow 33'5400 billion

higher than it is today. The average workerfs 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 lst.

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 & s __~~YeaL-wnite~Tf{ for—tealey—
a year write-off for machinery;~{xx“41years for

/\
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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 whére 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
s
i monctary—iase ARty
slow ng growth in our VI &lwm J

kaully recognize the independence of the Federal
Reserve\System and will do nOtiizi[to undermine that
independence. Hewe¥e¢q«¥%pkaﬁ=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. "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 begi
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
0ld 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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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 é;__; billion, without
harm to moegpesxsssiex 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.

~
May I direct a question to those who have indicate®d

~—
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?

1f 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 mmsk work
but unable to find buyers in the job market.

We have an alternative to that, a program for economic
recovery, a program that will balance the budget, put us well on
the road to our ultimate oqu;;ive 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.

i 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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(Khachigian) February 14, 1981

SPEECH MATERIALS: ADDRESS TO JOINT SESSION OF CONGRESS
February 18, 1981

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
ending 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. 1Its 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 productive again.

-- Interest rates have reached absurd levels of more
than 20 percent. Mortgages today are over 15 percent. New
homes sit empty.

-~ QOur 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
have 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 entire
world, is now among the lowest of all industrial nations.

-- Government at every level has expanded in leaps,
and not often enough with corresponding benefits to the
people.

It is no longer a time to talk. It is, without
guestion, a time to act.

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 1is
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
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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 a 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 expenditures
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 investments in plant and equipment for industrial
expansion.

The third component is a regulatory reform program
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: next year's
budget will not be less than this year's budget. 1In 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 -- expanding to meet
the real needs of 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 us
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 to many
better-off Americans.

Therefore, in making these essential cuts in the
growth of spending levels, I have established eight general

principles to guide us.
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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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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 everyone and creating
massive 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 expansion and job creation which will come with
my other economic measures. In addition, this is one
program which also hugely benefits an army of planners,
grantsmen, and other professional middlemen. I think we
can do a better job while saving hundreds of millions of

dollars.
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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,
we 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 o0il price control program, until I ordered
the decontrol of o0il. 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
existence depends simply on habit.

Well, one thing we can do 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 cdntrols, 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, artillerv,
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 réquire 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 Ouf 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 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 national economy. It rewards work effort,
savings, entrepreneurial activity and technological and
managerial innovation.

Due 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. 1In 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 profits,
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 expand 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
in the tax laws such as indexing fixed dollar amounts,
expanding Individual Retirement Accounts, correcting the
marriage penalty and tuition tax credits, among others. But
our revitalization 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
guadrupled, 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 caused higher prices,
less employment, and lower productivity. Higher ccsts 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 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
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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 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 coming monthst 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 major 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. 1In order to
curb inflation, we need to slow the growth in our monetary
base.

I fully recognize the independence of the Federal
Reserve System. I will do nothing to undermine that
independence. 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
presented 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 have already determined that they will oppose
many of the measures we are instituting to gain control of
wild government spending.

The gquestion is whether or not we are simply going to
go down the same path that has been done 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 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 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.

For too long now we've removed from the people the
decisions on how to dispose of what they created. We have
strayed from first principles, and now we must alter 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 steps wili 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.
That is only about a 4 percent cut in total government
spending. Four percent is a small price to pay to bring
our economic nightmare 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 __ extra
dollars.

Much will be determined 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.

A A



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

Honored Guests, and fellow citizens.

One month ago, I was your g®xk guest in this historic
Capitol Building, and I piEegse pledged to you my cooperation
in doing what is right for this EmERkXY nation we all love
so much.

I return tonight in that same spirit.

I have come not to lecture you on your responsibilities,
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 kuwxkRk 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 =®EX®RE urgent repair. I&—i e~

Here are the tragic dimensions of whe~Shalicre—w
e =tz

-~ The Federal budget is out of control, and we faceff
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 m®mxEx
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. IXxxBryxaxrEwxEzreExkrRtayxkakzz

-- Our national debt is pushing against kk& a level of
one trillion dollars. RazRxy¥maxyxxkKRExAXRXXEXXRMEXXxargxa This
AXRXYEAXXKREXRAMEXXRARXRRERRRXYX yvear alone our citizens axzskaagx
arRxkRExxxshenidexg 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). 1In the last four years, Federal personal
taxes fopr the average family of mmX four have increased by 58 percent.

-- Excessive regulation has acted as a drag on the productive
gRA capacity of AMerican industry, and piled on some $100 billion
in costs to kk® our consumers.

-- AmmXxXE® AMerican productivity, once the envy of the
entire world, is now among the lowest of all industrial nations.

-— Government at every level =rmARRER has expanded in leaps, and
RARRIRZXNBXEXARAxmrxexixkhexgrExgy not often enough with corre-
sponding benefits to =mmxxzgXkx the people.

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

a time to act.

IXHUVNEXLOREeXRERERRX R foxe xR QU
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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 xxkXXa 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 kRasxkegr is a series
of false national economic policies:

~-- That government in Washington could sakxsfky indefinitely
satisfy our major social needs from the public treasury;ar# that
social problems could be solved by programs and regulations?;ihat
that all local and regional needs could be remedied in a distant
capital. arRAxkRaKXKREXBXXXXRIXBREXKAXKREXRRZXKRXKRE

~- 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 kk& an essential private economy.

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

excessive Federal svending and deficits by simply printing money

to cover the massive borrowing demands 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.
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These are the economic principles that have faxiXm#xwgx proven
to be tragically erroneous. The new direction I present tonight
represents a clean departure from these errors  ZXXABEEXBEXHEX
ky but xeskx still rests on a reaffirmation of our basic strengths.
We seek to restore the sound princples of fiscal management,
monetary policy, Fedearl-State xmakX relations, private sector
incentive and efficiency, wax wealth creation for all, and limited
government.

There are four components to our program, =mazkxskx working
x¥x together to raise us from our troubles.

First,is & strong new spending controls aimed at reducing

of increase
the rate/of Fedaeral expenditures so that we can kaxmxaxkiak
aim at a balanced budget by 1984.

Second is an incentive tax policy to lessen the tax burdens
of every AmmxxrAR working AMerican and to REXRXRHEIRREBEREXXRX
encourage new investments in plant and equipment for industiral
expansion.

kixxdxxg¥ The third component is a regulatory reform program
which will be designed to reduce the cost of unnecessary government
regulations both to the Fedearl Government and State and local
governments as w~'! =s to private business.

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 e the government to-ws do
précisely what the American family must do.-- live within its means.
Because pawmemmanX cxcessive 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 éﬁ:%g::ggéondition of our economy and the years and years

of budget-breaking demand that we act a= boldly/?s—we—eveFJmuu;

This time our measures must be effective and not merely s

po)

putting our fingers in the dikes;.

we're going to-buirid—better—dikes,

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

(increase in the >~ = MKy we
cutting billion out of th%(fiscal 1982 budget. DIeatle=make

i= qfﬁ&»-next year s budget will not be less than this year's

budget. 1In fact, it will 4 still be =~ percent larger than
un_uﬁllguyqlit 20 Mz Apgf-ﬁf&ﬁa s, fK&c A1mg

it is this year.p\And it will continue to grow each year of ‘

my program. But i t instead of growing at a rate

which feeds inflation, y&\will grow reasonably and sensibly --

expanding to meet the real needs of our society andrgutting back

to s 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
will not cut. SRIxzadxy—MeEX®y I have seen exaggerated accounts of
how these budget cuts will fall most heavily on those with the

7o swggest fhal sl (e irru/)m“,@

Our is a humane and compa551onate society. That—is—cur—halimark.

greatest need. That is not true.

obli-

"
Tl A R P P e w2

We will continue to fulfill
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gations 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 Z..bé
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 alsolmeaﬁig 25 percent reduction in the standard
ofkiving for our mmekmx clderly, 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 StarFZéggager Youth Jobs will xemmzmxkRmxsas
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 weex

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 fuxsdssgxt 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

full and complete benefits

they now sRiBys XEREEYET~CNjoy.

At the same time, my fiscal reform plan asks that the more .
“ . . Fha u g
fortunte in our society and especially the more affluent accept s
[
)‘hpargain: In return for lower taxes, kghmeckxzusasg lower inflation,
higher living standards, and expanded economic opportunities, it will

be mEExE® necessary to xmeesmsk reduce or eliminate nonessential

d e~
benefits thkmExRadrnrkRtaiss DI IR provid%{ko many betteer off
o

H:?ricans.

Therefore, in making these essential cuts in the growth of
spending levels, I have established eight general principles to
w8 guide us.

(1) Government support 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) Smwman 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 Federal progarams.

(6) Categorical grant programs should be converted into block

grants to cut overhead =###k and eliminate waste.
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be

(8) We should terminate ineffective and counterproductive policies.

These are the basic principles which have guided us in RS

reforming an out-of-control budget.
should
Each principle in turn serves one overriding principle: we SR2$/ help
' should

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

Wk the context of these principles, here are some of the
major spending controls I will be submitting to the Congress:
because
First,ZGovernment 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

xexpuxesg without resources to purchase sufficientAfood for a

minimal standard of living, No one truly depending on food stamps

will be cut. Only those who have abused this program wes or who

b cnt= st
are less in need will o&ffex~ We will save $2.6 billion in this

ek w00 be
effort. fgémember, suas.a§§${§¥€ll Le&ve&—&§\spending more than
ot

$10 billion,gext year -- more than adequate for essential needs.

We XAz will tighten up the welfare program so as to

take in consideration

all sources of support and income for the
;gg:kfﬂﬁgd;ill impose

strong and effective work requirements. This

wikk will save us $671 million next year.

Another example of serving only those in need is to cut

fully
schoel meals out for those students whose families can/afford to

pay for them,saving $1.2 billion.

nal Endowment

s all fill
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Our seconchprinciple was to get the Government out of the
business of subsidizing middle and upper income groups. The
Corporation for PUblic Broadcasting, the National Endowment mxrxkhz
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.

t,Iﬁ 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 xE=iesss
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 o# businesses.

Our free marketplace has already developed incentives for
businesses to build gm#m plants which make fuel from our 3w
abundant coal resources. It makes no sense for the taxpayers to
give them billions of dollars to support those projects. Tk My
goal is to get energy decisions out of the pagdsx political arena
and into the free marketplace where they belong. This will save
the taxpayer __ billion dollars. Yet, we will continue support
the development of synthetic fuel processes and research into

new technologies.

Another major smemsssedsr 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 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 &~ 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 )isdwe-when Rural Electrification programs
were essential to rural development, but now we can reduce the
loas to weswmle this program and increase the interegt_rates for
the loans which are still made. I think the ies of
REA #mmee loans will understand the fairness 4 this action because
it wd puﬁfthem 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 everyone and m@m creating massive
subsidy programs is the Economic Development Administration. I
am proposing that we terminate funding for it which would save
nearly $300 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

we wa// &
creating new jobs. y 3 : 4 the economic
expansion and job creation whicﬁ/somet theeuwgh my other economic

In
measures. Moreouver,. this is one program which also hugely benefits

an army of planners, wxpwmemmmx¥x grantsmen and other professional
middlemen. I think we can do a better job while saving hundreds
of millions of dollars.

Our next principle is to eliminate duplication. For example,
the Farmers Home Administration XuRIIEREX®K duplicatgs several other
Riadmmek Federal lending maséssdesiEX@E®R programs. -;4;laﬁ>;n£2::m=)
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=
I am asking that we trim 25% from the direct lending activities

i

of this agency in order to

FEREEERNY remove this needless duplication. We can save $105 million
in 1982.

We =g have also found even greater waste xseshsasdur 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 concurrﬁSéE?L)
with unmployment benefits, and that's not fair. It #w%,;also has
B—guER% a higher benefit ceiling than for unemployment we insurance.
These beneficiaries will simply be asked to be on the same footing
as all other naempkeymdsxg rccipients of unemployment benefits and
we e 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 i;‘ﬁo wk®» block grants which shift resources and
decision-making mmkkxmEsx authority to State and local governments.
We can reduce spending-x.n#xaﬁnin* 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 their own
priorities. This brings government closer to the American people --
right where it belongs. We will save over five billion over the

next five years by 2mmwms& taking these steps.

ion, programs whose

e
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Any emmnBME& program which is not cost-effective should be
=gmm 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 S¥memmmw- States with opem—errhogse——— unlimited e 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 =mm@& space program has been impoFtant to America,
we will ask khemx¥mx®= for a reordering of ‘%{‘Ap\giorities to
focus on the most important and cost-effective parts of the

programs.
its/poesaxs. We can save mees a quarter of hesk a billion dollars
in this fashion.

The U.S. Postal Service has been consistently -mm#k unable
to live within its operating budget and still depends on large
RegdeaxwBederrax Federal subsidies. I propose to reduce—Eiz;g
khkpmuxzgwlit subsidies to force the Postal Service to &% become
more effective. These changes will save Wa#@R—$632 billion

next year. - ! ’ ’f;ﬁ&gi_/
b«n”‘ﬂaﬂ‘,& m Gan e

Finally,fwe should simply terminate ineffective and

counterproductive policies.
The Economic Regulatory Administration in the Department

of Energy has programs to force zompeaxESIgEres companies to convert

to specific fuels. d&smiem It administers a gas rationing plan and
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used to run the o0il price control program, until I ordeﬁt£he

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

hundreds of millions of dollars in the %ﬁgﬁEi years.
Fhameekrmskdl 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

RE& property. It also allows communities to exceed their own

Apipisckimiiss legal debt IeHmx limits. We will save $275 million

next year and more than a billion dollars ak through 1985.

These are only examples of  programs which can be cut,
reformed, streamlined, and eliminated in order to save the American
economy . We will work to =i@e return -to seeems standards
of gmmmm®wg genuine ‘need and se=MwN that original program intents
are met. Excesses and abuses must be stopped. We can no longer
tolerate the squandering of billions :;;i’billions of taxpayer
dollars in misdirected =a-B®#&. programs, many of whose existence
depends gimply on habit.

Well, one thing we can =@k do is to break shpfWEESExX our

he programs whri~h
bad habits. We want to keep workz. We'll fix

the ones that need fixing. Anédy—teets—ggrea-—that-we-HE-arr=-Perefit
by ~2tting-rid-ef-the-ores—theb-we=doRrTt=Reed> 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 ®m 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 climate ia=fhj%ast=€§¥%=ai=-

== and e 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 Isissimeiiz will b¥ay

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 oékhis decade, we will avoid a far
more costly pemsssax "crash" program that will inevitably be
g&e 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 Z&mwmmax our security =msixkke 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) f%d it @& will not be spared the obligation
to make significant reductions over the coming years. I have

directed that bilion dollars be cut from the five-year

defense program I inherited Zxsmmxkhexprssrsumsad. 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 s provide

a defense program that provides the #smm greatest effectiveness at

the least possible cost.



page 15

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 “w&asse income taxpayers beginning
July 1 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 X ~EEkyx=mmxmis- national economy. It rewards =k
work effort, savings, entrepreneurial activity and technological
and managerial innovation.

Due to these tax rate reductions during the next five zmeemx
years, $500 billion will be kept rather than paid over to the
Treasury by ¥eme tens of millions of American producers.

Unlike %hwmsmmk past programs, this does not merely shift
wealth between classes of taxpayers, making some better off and
some worse off, My pro§39a1 for egual reduction in everyone's
tax rates will expand ouvLational prosperity, enlarge national
incomes and increase opportunities for all Americans.

My advisers forecast that with full Gels implementation of
this tax program and other elements of our plan, by 1985 525;7
real production of goods and services will grow by $400 billion 3=
Zwgpsdates higher than today's level. The average w® worker's wages
will rise by | percent in after inflation dollars, and the

average American family will enjoy more in after-tax pur-

chasing power.
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By lowering tax rates by one third and cutting infdation
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 kammmie technologies and more jobs. From a higher
base of =amksmedsy 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 depreciatiéqub&JquLé
k*o b SO tﬁat 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 m=msm#r cconomically 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
capital and st;;rt 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 Erofits is a dirty word. This past
year some of our ﬁ%:44héggzgfzzgzézégé;—have—had no profits,
and hundreds of thousands of people had no jobs. I think it's time
we saw the relati;gnship between the two.

Without my tax proposals Federal taxes would just keep éating
more and more of the people's income -- rising to a full 24%
after 1985. By contrast, my plan would reduce the Federal tax
géte on workers to 20 percent ¥ in 1982 and 19 percent by
1985. Yet, becuase the economy would be rapidly growing, Federal
revenues in that period would still expand by nearly $200 billion

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

Rwsitdy 1 recognize that there are many otheridesirable xiiwespe.
changes in the tax laws such as indexing fixed dollar amounts,
expanding Individual Retirement Accounts, correcting the

H
marriage penalty and tuiti}on tax credits, among others. But

our revitalization plan is so Jprmimme: urgently needed, that I am
asking Congress to act on msemx today's proposals first, and then

I pledge to work e with you to achieve some of these goals at an

early date in the future.
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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

N

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
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 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 accomplished, this is 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 comprehensive plan is

that it requires a national monetary gXxey policy whith kespsxxhs

YXRWKHXXRXPHXXMBRRYXXHPRXY does not allow the rates of money
growth to x®EX increase consistenrv faster than the growth of

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

slow the growth in our 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 xemX consult regularly with the ®gis#hw 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 s 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 BXmEXy want it to be/the px@prsaX/0f 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 szmmEmx® national economic
renewal. Our gagiiz not to make things easy; our task is to
make things better.

Can we do the job? The answer is yes. BHRKXWERXEHEKXBEXIEK
But there will be no waiting, because we must begin. Waxaxaz
Our social, political, cultural as well as our economic institutions
can no longer absorb the xgm repeated xhgzk shocks that have been
dealt.. them over the past decades, and especially in the past few
years.

» 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 wiill
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 hkwre/kkak people across America wxixkx/participate in this
debate, and ZimxeprREXBERX kRagxazxkkeEgxxexanxrRexkRXKxX 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 ®kx®mX control of wild government spending.

The question is whether or not we are simply going to go down

the same path wg that has been done before -- carving out special

program here and ial program there. 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, thatffthe
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 Fasimsses 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.

w2
Wi/EESEZFhat for many goo ons want t .are the‘gb

fruits-of o-* producti through tf governmerit.

di;;ys done

For too long now we've removed from the people the decisions

| yet we've

Jesk“when this was in a to real ne_(s,
on how to dispose of xiwmex what they created. We have strayed

from first principles, and now we must alter our course. _¥e

produced.  Fhekarsn
Many say that the Z;yéhement does not create inflafdon. Well,
overnment does not ¢reat inflation, then the ??{; other source

could\be the people ur—iTTstitutieonss Therefoyé, I asklas I

if

have so\many times fore- why §sn't it inflatiohary when the

goyernmp“ akes money from e people and/spends it



What we do here is a way of syaing mx yes to Zmerica,

ind yes to every fundamental strength within our nation.

It's the positive thing -- a way to build on foundations
vhich served us well. At last, I hope, we will move toward
i¥ breaking the bonds of dependency -- the ¥xgx® vicious
cycle 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.

*x k * %

S

L/ﬂX/Growth in revenues in America should come about not

because the government of the United States is taking more,

but becuase the people of the ¥rkm 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: &wm one step forward;

two steps backward.

"We are too great a nation to limit ourselves to small
dreams. We're not, 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. I do believe in a fate that

will fall on us if we do nothing."
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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 fmsmiss of government should be used only when necessaty and
not merely when convenient.ﬁzs)

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 our
cuts, all State, local and Fedefal Government would be spending
$1.17 trillion to service the public needs of our citizens.

,>Even with our reductions of $53 billion, k& all levels of
government would k= still be spending IEmnkxfamxxaRdxaxiaErt some
g 1.12 trillion dollars. That is Ims=wxxhmwwsxf only about
a four percent cut in total government spending. Four percent
is a small price to pay bring wee our economic nightmare to an
\ [{I%shows that kecymessesesx by any rationale measure, we will
i~ 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 given M a family of four with

a median income of $19,400 the equivalent of dollars in »owes

extra wages annually. Reducing it to 8 percent would result in

extra cash wnemie income worth dollars. And reducing it to

5.5 sasprwadsmmenii®icaies pcrcent would result in extra

dollars.
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i thicge critical times.

Much will be determined by the way we act in the weeks ahead.
The people of America will waiting -- and they will be watching. S;/
y@t us make this a time of unity and great purposefi;& will not
fail to work with you as you reach your decisions. Nor will I
fail to support you as y 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.





