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Page 1 February 17, 1981 
Second Draft 

Mr. Speaker, Mr. President, Distinguished Members of TttE,.....J L 

Congress, Honored Guests and fellow ~zens: 

Only a month ag~I was your gue(t in this historic 
. ~ 

building and I ple~g~o you my cooperation in doing what JoWu 

is right for this Nation we all love so much. 

I am here toni~to reaffirm that pledge and to ask 

that we share in restoring the promise that is offered to 

every citizen by this, the "last, best hope of~~ 
All of us are aware of the punishing inf l~tion which 

has, for the first time in some 60 year;:~to 

digit figures for two years in a row. Knf~es e-1--

have reached absurd levels of more t~ percent~and over 

15 percent""' for those who .would borrow to buy a home. [ lHd 

l1an10& 

'V4iGa'iitf:1 SftSOld bCCl!UU18 °f WQ5'&!&ge i:ntw•esb "LateeJ-

Almost eight million Americans are out of work~,_ These 

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

go by, despair dominates their lives. The threats of layoff , 
and unemployment hang over other millionsr,"and all who work 

are frustrated by ~i~~~li~y· ~ keep~p with inflation. 

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

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

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

is. The a~erage weekly take home pay of an American"WOrker 

i1't-"199-2 was-$122 a week~ If we figttre hi& take home 
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..pay lasf year· in those same 197.d aellais, ·be enl:y; .received 

$~ . .g,And inflation isn't the only cause of this. In the 

last four years Federal personal 
~ -4>0 ....-: 

increased by :f" percent.o&_ 

taxes for the average family ~ 
fAL 

We can no longer procrastinate and hope things will get 

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

now, the economy will get worse. 

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

control? Our National debt is approaching $1 trilliont 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 

1 ~ ( ~ h h. h ld . k · 11 · . ~ · 11 · on y ~ inc es ig wou ma e you a mi ionaire. A tri ion 
ovet"f ~ 

dollars would be a stack of $1,000 bills ~9 miles high. 

o""'-'" /c;JIVX 
The interest on our debt this year will beA$8~ billion. 

And unless we change the proposed spending for the fiscal 

year beginning/\October 1st we'll add another almost $80 billion 
.,..... (+his c~ lo..s+) 

to the debt. f:YS2 "" F'/81 

Adding to our troubles is a mass of regulations imposed 

on the shopkeeper, the farmer, the craftsman, professionals 
~~~~f(\£XtQ&+o tP--

and major industry/~ ad~ $100 billion to the price-'of 
"7 

things we buy and reduces our ability -
of increase in American productivity, 

./~ 
the world'j is now 

nations.v"~ndeed, 

to p~oduce~ The rate 
- f)r\'t_of_ 

onceAthe highest in 
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I have painted a grim picture but I believe I have 

painted it accurately. It is within our power to change 

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

with our internal strengths. There has been no breakdown in 

the human, technological, and natural resources upon which the 

economy is built. 

Based on this confidence in a system which has never 

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

confidence, and sometimes through a belief that we could fine 

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

proposing a comprehensive four-part program. I will now 

outline and give in some detail the principal parts of this 

program, but you will ecfch 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 

CMfS which are unnecessary and counterproductive, and encouraging 'B ·.JZ.aj) v'"'.J....•.J 

a consistent monetary policy aimed at maintaining the value 

of the currency. 

If enacted in full, our program can help America create 
v / f-\'• 

million new jobs, three million more than we would without-

these measures. It will also help us gain control of inflation, 
• f_: . IV-:: ~, v 

cutting it in ha 1 f by 19 8 .:!'• aa,F.n~d~t&oo-.Jl"'8;i..1•~ss--.ttJ:hn:arinfi-~f~i::io11e::ppree!'IL:1:C~e::.1rr1tl:-i:b,,yr-~I:-9-&&. 

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

f · · · d d' ..; o increase in taxing an spen ing. We are not attempting to c."'11:
7 

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

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

increase productivity growth, and thus create the jobs our 

people must have. 



Page 4 

I am asking that you join me in reducing the proposed 

budget for 1982 by $ 
- '.H\ 

v. ·"11 · bi ion . This will still allow an 
. ·1/' 

increase of $ '1>illion over 1981 spending. 

I know that exaggerated and inaccurate stories about 

these cuts have disturbed many people, particularly 

those dependent on grant and benefit programs for their 

basic needs. Some of you have heard from constituents afraid 

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

them~ I regret the fear these unfounded stories have caused 

and welcome this opportunity to set things straight. 

We will continue to fulfill the obligations that spring 

from our national conscience. Those who through no fault of 

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

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

• 1 () assured that the s_ocial ~a!ety l}et of programs they depend Ci"',(1 

on are exempt from any cuts( 
_ /~/ 

The full retirement benefits of the more than :b_ million 

Soci~~y Security recipi'ents 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.v 

Funding will continue for veterans' pensions( 

School breakfasts and lunches for the children/of low ~f:.4-

income families will continue as will nutrition and other 

special services for the aging~ There will be no cut in 
,/ _ probable cut 

Project Head Start or summer youth jobs. LThere will be about 

$3.~billion for job training programs under C.E.T.AY and we 

will keep nearly a million college work-study jobs~s well 

£ as more than 900,000 loans to college students.; 
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All in all, ~lrcrn $216 billio{ in some 20 programs/ 
,/ ,,I) 

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

maintained at the present growth level~ But government will 

not continue to subsidize individuals or particular business 

interests where real need cannot be demonstrated. And while 

we will reduce some subsidies to regional and local government~r- '': 

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

programs into block grants'to reduce wasteful administrative 
/ 

overhead and to give local government entities and States more 

flexibility and control. We call for an end to duplication 

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

ective. 

('Historically the American people have supported by voluntary 

contributions more artistic and cultural activities than all the 

Y other countries in the world put togethe:.J VI wholeheartedly 

rfC-

support this approach and believe Americans will continue their 

t---.-,.ienerosity. Therefore, I am proposing a sa'1'fngs of $128~illio&'''YJ" 

in the Federal subsidi~s 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 
~ ~of 

without a government subsidy. One such subsidy is the~synthetic 

fuels program. We will continue support of research leading to 

development of new technologies and more independence from 

foreign oil~ but we can save $ /billion by leaving to 
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private industry the building of plants to make liquid or gas 

fuels from coal. 

We are asking that another major business subsidy, the 
v 

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

198t: We are doing this because the primary beneficiaries of 

taxpayer funds in this case are t~e exporting companie~ 
. . v 

themselves -- most of them profitable corporation~. 

And this brings me to a n~er of other lending program~ 
which government 

. ../ . 

makes low-interest loans, some of them for 

an interest rate as low as 2 percen~--~ot more than 5 per~ 
What has not been very well understood is that the Treasury 

I Department has no money of its own. It has to go into the · J. J\ private capital market and borrow the mone/to provide those """" 

3 /¥loans. In this time of excessive interest rates the government 

~rf1aN ,; finds itself paying interest several times as high as it receives.,... 

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

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

other interest rates higher. 

By termJ£.~~P.2,eJ~~~evelopment Administra~ -./. 

can save $~idii .in 1982 and ~ri5~h 1985~ we 

There is a lack of consistent and convincing evidence that 

E.D.A. and its Regional Commissions have been effective in 8~ 

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 

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

purpose{ to assist those without resources to purchase 

sufficient nutritional food. We will, however, save ~.'fy~ 
billion by removing from eligibility those who are not in 

real need or who are abusing the program. Despite this 

reduction, the program will be budgeted for more than $10 billion.t,..-/' 

We will tighten welfare and give more attention to outside 

sources of income when determining the amount of-welfare an 

individual is allowed. This p~us strong 

requirements will save $/"11Jii.llion next 
B~ 

I stated a moment ago our intention 

and effective work 

year. 

to keep the school 

breakfast and lunch programs for those in true n~ed. But by 

cutting back on meals for children of families who can afford 

to pay, the savings will be $1.k~'.t;·lion.d-J~;):_ 
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 1 ~,11; 
provides benefits for workers who are unemployed when foreign 

\)t(· ~ 
c~"~ imports reduce the market for various American products 

causing shutdown of plants and layoff of workers. The purpose 

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

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

top of normal unemployment benefits, we wind up paying 

greater benefits to those who lose their jobs because of 

foreign competition than we do to their friends 
\()...id 

who are li-ay~d off due to domestic competition. 

and neighbors I, 
Anyone must _J 



Page 8 

agree that this is unfair. Putting these two programs on the 
,;,j G . , I 0 y-.:.1'> 

same footing will save $1. lS~billionJ..--~'- <-v /_.,. 

/,J 
Earlier I made mention of changing categorical grants to l i•· y ' 1 

State; and local governments into block grants. We know of 
--------

course that categorical grant programs burden/local andState 

governments with a mass of Federal regulations and Federal 

paperwork/ 

Ineffective targeting, wasteful administrative overhead -­

all can be eliminated by shifting the resout6;~· and deci~·~~ 
making authority to.-Q.s>cal and ~~te government. This will 

----- ~-

v \/ ( :l~ (.,} 
also consolidate programs which are scattered throughout the 

Federal bureaucracy. It will bring government closer to the 
jJ Ci 

people and will save 4~~bill~on over the next fivevyears. 

Our program for economic renewal deals with a nurnbervof 

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

is Medicaid. Right now Washington provides the States with 

unlim'{~ matching payments for their expenditures. At the 

same time we here in Washington pretty much dictate how the 
J~~ -b~ 

States will man~ge the prograrrl"~ We want to put a cap on how 

much the Federal Government will contribute but at the same 
~l___, ef.._./ 

time allow the States much more flexibil'ity in managing and 

structuring their programs. I know from our experience in 

California that such flexibility could have led to 

cost-effective reforms. This will bring a savings 

next year. 
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The space prog~as 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-effectiv~ NA~ programs can result in a savings of a 
· t/~ J~ ~ ,f .-II" 

(__quarter of a billion dollars/ (I~<'» -Pl f ~'ti ~l.O>·.l 
Coming down from space to the mailbox -- the Postal 

Service has been consistently unable to live within its 

operating budge~t is still dependent on large Federal €f>--' "k - pcv} 
subsidies. We propose reducing those subsidies by $632iJl,tl ~~ 
million to press the Postal Service into becoming more 

effective. 

The Economic Regulatory Administration in the Depa~t I 
v -~ J. X)\1'\ ef' 

of Enefgy has programs to force companies to convert to \lY' 
do 1.J . ., fP-- "l..91 ocL.--

specWic fuels. It administers a gas ration'ing plair" and ~ ~ f ~ 

prior to decontrol it ran the oil price control program":"' With j.\.~, 
these regulations gone we can sav veral hundreds of mitfion ......-- v(" ~' 

~2- . 
of dollars over the next few ylars. t a..· . 

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

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

the only department in our entire program that will actually 

be increased over the present budgeted f igure~ut even here 

there was no exemption. The Department of Defense came up {)fli.b 

w th a n~ of c~ich reduced the budg~t incr~ -
to restore our military balance. 
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I believe .my duty as President requires that I reco~end 
i12eases in defense spending over the coming years. Since 

19'.fo' the Soviet Union has invested $300 bi1"frcn more in its ~O 
military forces than we have. As a result of its massive 

v-~ ~ 
military buildup, the Soviets now have a significant numerical 

advantage in stra~c~clear delivery systems, tactical 

airc~t, submarines, artilre;~and anti~raft defense. 

To allow this imbalance to continue is a threat to our 

national security. 

Notwithstandinq_our economic straits, making the financial 

changes beginning now is far less costly than waiting and 

attempting a crash program several years from now. Nevertheless, 

the Department of Defense will not be spared the obligation 

of making significant reductions over the coming years by 

finding and eliminating waste and in~- ficiency in its existing 

p:~~ .. lf- These me~ures will s~~ ,' >billion in 19~d grf"(J 

~billion by l98ff' The aim will be to provide' the most 

effective defense for -the lowest possible cost. 

we remain committed to the goal_ of arms limitation 

h h .. ~dh d d . t roug negotiation an ope we can persua e our a versaries 

to come to realistic balanced and verifiable agreements. 

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

by a balanced and realistic defense program. 
' 

Let me say a word here about the general problem of 

waste and fraud in the Federal Government. ~'mte eeparemeft~ 

/ 
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..p.f:yu~-4ta:s--·~~MH::ee--a~ 
v ./ 

anywhere from 1 to 10 percent 

~~~~ 
fraud alone may account for 

-- as much as St( billion --
./ ./ 

of Federal expenditures for social programs. If the tax - ~ 

dollars that are wasted or mismanaged are added to this fraud 

total, the staggering dimensions of this 

emerge. 

The Off ice of ~,:~eme~t and Budget is now~ 
togeth~teragen~ fo~ attack w~ ()!If; 
flaud, and &,.e are planning to appoint as insp~s 
highly-trained professionals who will spare no effort to do 

this job] 

No*dministration can promise to immediately stop a 

trend that has grown in recent years as quickly as 5!Pvernrnent 
~ 

expenditures themselves. But let me say this: waste and 

fraud in the Federal budget is exactly what I have called 
,...-

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

we are bound and determined to do something about. 

Marching in lockstep with the whole program of reductions 

in spending is the equally important program of reduced tax 

rates. Both are essential if we are to have economic 

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

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

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

provides incentive to increase productivity for both worker 

and industry. 
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Our proposal is for a ~cent across-~d 5'1t ~ 
every year for thr~ in the tax rates for a~ividual 
income taxpayers making a total tax cut of 30~t.~Tfis~e 
three-year reduction will also apply to the tax on une~ · 

in~ding 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 1st -~ 
(Jc/ -Mi .· 

but §.e explosion of the Federal deficit si~ l~ September C.~ 
has ruled that ou,9 .c-.. ~f, ~lso~a~ned that making it retroactive 

wo~l~w.::: a hardsh~~ Sta~~here the State income tax ~o~':\ 
is ~-to the Fede'6'i tax. Their budgets, already in ( l<-f,,;,q3~ 
place, would be thrown out of balance. 

Therefore, the effective starting date for~»;se 10 percent 

personal income tax rate reductions will be Ju~of this o~~ 
year. 

Again, let me remind you this 30 perce~ 0~uction, 
while it will leave the taxpayer;:J~ $50~ion more i~ 
theif nPic__k~ts over the ne~tp~v~~ars, is actually only a 

redu~'in the tax inc:iRra.~ already built m. 

Unlike some pa~(quote, unquote) \(>rl" 

is not merely a shift of wealth between different sets of 

taxpayers. This proposal for an equal reduction in everyone's 
0 

-~ 

tax rates will expand our national prosperity, enlarge ~ 
national incomes, and increase opportunities for all Americans.~. 
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~ ...i 
Some will argue, I know, that a •educ~tax rate9s?11 

be infla~~y. A soli~ of econom<r;;perts does not~ 
agree. ~d certainly tiil-lt eu!;s adopted over the pas~ t~~ 
...f.GQ~bs Qf a · ee~1L~F:t iadicate the ecoAgmie expe~ts are j__, '~ 
~ri!j'ltE-) The advice I have had is that by 19~J71 
production ~s and services will grow by 2~rcent and 

will be :Joo billion higher than it is today. The average 

worker's wage will rise (in real purchasing power) by 8~ 

percent and those are after~~~ollars. This, of course, 

is predicated on our comp~e-p~ograrn of tax cuts and.spending 

reductions being implemented. 

The other part of the tax package is aimed directly at 

providing business and industry with t~e capital needed to 

modernize and engage in more research and development. This 

will involve an incr¥ase in depreciation allowances and this 
../ 

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

The present depreciation system is obsolete, needlessly 

complex, and economicaliy counterproductive. Very simply, ./ v v 
it bases the depreciation of plaht, machinery, vehicles, and 
v 

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. o/e propose a five~ar write-off for ~inery; 
three~gf;s for vehicles and trucks; and a ten-year write-

off for plant. 
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In ~ year 1982 under this plan business would 

acquire~l~billion for investment and by 1~5 the figure 

would be~illi<t1 These changes are essential to provide 

the new investment which is need:~ JP create th~llion of'l'-b 

new jobs J~ now and 19~nd to make America competetiveo>'~ 
~ . 

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

they are jobs for the future. 

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

changes such as indexing the income tax brackets to protect 
lh.t-u.c.vu.~~~ ~ c.~, 
Tbexe is . ~aef1njust discrimina- ~c...t.. 

~~ ~ 
are working ai::gJ at!ii~El! ,(i., 

v ft(o./ 
of the inheritance tax 

taxpayers against inflation. 
./ 

st married couples if both 
kcl~~ 

x credits, the-unfairness 

\k . v 
especially to the f arnily-owne~ Iarm and the f arnily-owned 

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

recovery is so urgently needed to begin to bring down inflation 

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

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

seeking these additional tax.changes at an early date. 

American society experienced a v~rttla~xplosion in 

government regulation during the past decad~ Between 1970 

. .'i and 1979~xpenditures for the major regulatory agencies 

~~~uadrupled, the nwnber of page~ublished annually in the 

~ Federal Register nearly trip~d, and the number of pages in 

~"~~ 
the Code of Federal Regulations nearly ae~~d iJ~ 

~c.. lp\f~ 

~,_,~ 
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~,/~ 
Th~r/Sult has been higher prices, J..es-s ~ley;meftt, and 

lower ~uctivit~rregulation causes small and independent 

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

or terminate pl~ns for expansion and, since they are responsible 

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

We have no intention of dismantling the regulatory 

agencies -- especially those necessary to protect the environment 

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

must come to grips with inefficient and burdensome regulations 

eliminate those we can and reform those we must keep. 
v 

I have asked Vice President Bush to head a cabinet-

level Tas("Force on Regulator~elief. Second, I asked e~h ~:h<4.. /- --7 - -- ~ AJ 

member of my Cabinet to post~e the effective da~s of the~cL---cJ-. 

hundreds~f regulations which have not yet been implemented. 

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

a~ncy heads have taken prompt a~tion to review and resi"'ind 

existing burdensome regulations. Finally, just ye~y, 
~ ~ . ~ ,.,.. 

signed an execurlve order that for the first time provides 

for effective and coordinated management of the regulatory 

process. 

Although much has been accomplished, this is only a 

beginning. We wif( eliit{nate those regulations that are 

v V' . " unproductive and unnecessary by executive order where possible 

and cooperate fully with you on those that require legislation. 
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The final aspect of our plan requires a national monetary 
.. l,/'I/ .,/ ,/ ./ 

policy which does not allow money growth to increase con-

sistently faster than the growth of goods and services. Inor'J' 

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

money supply. 
'4>' 

We fully recognize the independence of the Federal 

Reserve System and will do nothing to undermine that independence. 

We will consult regularly with the Federal Reserve Board on 

all aspects of our economic program and will vigorously 

pursue budget policies that will make their job easier in 

reducing monetary growth. 

A successful program to achieve stable and moderate 

growth patterns in the money supply will keep both inflation 

and interest rates down and restore vigor to our financial 

institutions and markets. 

This, then, is our proposal. 
_f~~ .I 

A Program for Economic ~." 

"America's New Beginning: 

I do not want it to be ~ 
simply the plan of my Aaministration h /h ~-9.. I am ere tonig t to v-.../ 

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

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

things better. 

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

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

our economic institutions, can no longer absorb the repeated 

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

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

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

that we will find those reservoirs of national will to once 

again do the right thing. 

I'm sure there will be some who will raise the familiar 

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

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

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

needy remain untouched. 

Already, some have protested there must be no reduction 

of aid to schools. Let me point out that Federal aid to 

education amounts to only ~e~cent of total educhitional 

funding. For this the Federal Government has insisted on a 

tremendously disproportionate share of control over our 

schools. Whateve~~~~tions we've proposed in that ~-percent 

will amount to &e~tle)of the total cost of education. It 

v . tt<1 ~ i/ v.- 1· will, however, rest~\..IDore authority to State and local 

school districts. 

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

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

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

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

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

to the source of our strength. 



. " Page 18 

• 

The substance and prosperity of our Nation is built by 

wages brought home from the factories and the mills, the 

farms and the shops. They are the services provided in 

ten thousand corners of America; the interest on the thrift 

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

production of America is the possession of those who build, 

serve, create, and produce. 

For too long now, we've removed from our 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 must not be 

used to regulate the economy or bring about social change. 

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

work. 

Spending by government must be limited to those functions 

which are the proper province of government. We can no 

longer ·afford things simply because we think of them. 

. . . ~P,_J 
In the rno~t s left in this fiscal year we can reduce the 

budget by $~ illion and in 1982 by $_ru.:~llion, without 

harm to government's legitimate purposes and to our 

responsibility to all who need our benevolence. This, plus 
~Q ~ 

the reduction in tax rates, will put an end to inflation.'-""' 

May I direct a question to those who have indicated 

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

greater chance of balancing the budget, reducing and eliminating 

inflation, stimulating the creation of jobs, and reducing 

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

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

of reckoning in the very near future? 

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

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

have an option of living with inflation and its attendant 

tragedy, of millions of productive people willing and able to 

work but unable to find buyers in the job market. 

We have an alternative to that, a program for economic 

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

on the road to our ultimate objective of eliminating inflation 

entirely, increasing productivity and creating millions of 

new jobs. 

True, it will take time for the favorable effects of 

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

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

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

Thank you and good night. 
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1 American. worker will have to work 
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thr~ days longer this year. until May · 
11. to pay of{ combined federal, state, 

. Sunday. . --: ·. :.: 
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·: and local taxes, a citizeni' group said 

. Eacb year, economists· from the Tax 
) Foundation, Inc., calculate v.ilen 'fax 

....... 

, , • • ~ Freedom Day Till fall.:..tbe date the av­
. erage worker's truces would be paid if 
1 all earnings from Ja.'1. 1 went directly to 

, ~ . , • aatisfying obligations to . federal, state, 

... 
.; , : · • and local governments. . · 

\ · f Last year the group estimated May a 
• as Tax Freedom Day, cdmpared to May 

- ~ ~'~ - ~ ' in 1978. • : 
' 1· ·. , . ·This year; it says, Tax Freedom Day 
~ i will fall OD May 11. 
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aJd tOtal :Ues 
- - '":/ . .are estimated at S8'l0 billion this year, 
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. ·;;j ~ es. will rise from St.7 per cent to ·35.a 

: -··· ~ ':. - ~ ,~ • per cent, the foundation said. 
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- .... - • rl i cradually increased more than incomes. 
•, and Tax Freedom Day has come later · 
i each ye_ar," the foundation said. 
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Average Americ-an 
. family's budget 

Jn per ce~t of 8-hour workday, 
1980 
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MEMORANDUM 

THE WHITE HOUSE 

WASHINGTON 

MEMORANDUM TO KEN KHACHIGIAN 

From: Misty L. Church~t; 

Date: 2/16/81 · 

Subject: TAX FREEDOM DAY 

The attached article may shed some light on the question that 
came up in the State of the Economy speech reg~rding Tax 
Freedom Day. I came across it while unpacking boxes and going 
through the clipping files. 

According to the article, Tax Freedom Day was February 13th in 1930, 
which could indeed back-up the President's statement, . "Prior. 
to World War II, taxes were such that on the average we only 
had to work between 5 or 6 weeks each year to pay out total 
Federal, state, and local .tax bill." because February 13th is 
almost six we~ks into the new year. 

The article states that in .1980 Tax Freedom Day ~as May 11th. 
This is 4~ months into the new year, while . the speech originally 
stated 5 or 6 months. (I think it was stated that way because 
May is the 5th month and June is the 6th month and it was in 
,between the two. But it is actually only 4 whole months and 
one half month into the new year.) 

I am going to call the Tax Foundation to see if they've made a 
new prediction for 1981 to update our files. . .. 
Also, you will note they make several other estimates, such as: 
"the average American spends 2 hours and 52 minutes out of an 
8-hour workday earning enough money to pay taxes." Thes~ 
estimates may be useful in subsequent speeches. 

Maybe a Memorandum to the President is in order bringing his . 
attention to ~he article and the Tax Foundation estimates since 
he was sure he'd seen it somewhere and since we couldn't verify 
it. It might heTp allevj.ate. que~ions ·.along· .• th.is ·line. ·in the 
future. · 



MEMORANDUM 

THE WHITE HOUSE 

WASHINGTON 

MEMORANDUM FOR KEN KHACHIGAIN 

FROM: Misty L. Church~ 
. DATE: 2/18/81 

SUBJECT: JUSTICE DEPARTMENT FRAUD NUMBERS 

We still have not been able to substantiate the section in 
tonight's speech regarding Justice's estimatation of fraud 
in social programs. 

We have Civelletti's testimony before the Senate Budget 
Commitee (attached) stating there have been some GAO reports 
regarding fraud. We have not been able to get a hold of GAO. 
They are not answering their phones (for the past two hours). 

Until such time that we can prove whether Civelletti said it 
or it was in a GAO report, we should put a flag on the state~ 
ment. 

Doug, Kevin, and I all remember those figures. We can remember 
them from last year when the news was buzzing about it. We 
can't put our fingers on the right source, however. 
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LOSS TO FJL\l'D A~D ADL"SE U.NDETER)flSABLE 

I ha,·l' i~ .my te~tiJT!ony pr<?p()!';cd .answers to the mnjor questions 
asked by tins comnntle<' ns n wmdow mto the problem of Go\'nnmcnt 
frnud nn<l uLust!. For exn111ple. how much is Jost <'&ch y<'ar from frnu<l 
nnd abuso in Fl•dl'ml prol!rnms? 

~lr. ~tnati-. I think. nnswl•r<'d rnoi-t nccurntclv in sn,·ing W<' don't 
know. Certninl~·· w~ in . the .Justice Depnrt111l'11t han °hnn<lled ~im­
ply the most agJ!rn,·nted nncl t~learl'st cnses of fraud, and nrc not able to 
put an nccurnte hnndlc on fotnl frnud or nbuse. some of which in the 
nlmi=c nrl'a part icnlnrly, goes totally undetected. · · 

"'c hn\·e estimntecl nnd it has appeared in som<' GAO reports based 
on limit<'<l experience in the prosecution of n particular nrea that any­
where from 1 to 10 p<'rcent of n particular p1·ogram~:; expenditures • . 
depending on whether it is n procurement program or n benefit pro-
g-rnm mny be lost through fraud or waste or gross abuse, but that is 
not n Lnsis from which to l'Xtrnpolate to an o\·erall figure of 10 ~rcent 
or 1 p<'rcent or 5 percent of total expenditures. no matter how appeal· 
ing that fi~nrc might be to d~monstratc the true seriousness of the 
frnud problem. · · 

To do ~o would be n f!uess nn<l we must rcco~nize that it would be a 
-guess with 01~ly a semblance to reality, but with no datn to suppo"rt it. -. 

CAl."SES OF FEDF.IUI. nurn .\XD .\nt"SE 

"~hat arc the cn\1ses of Federal frnnd nnd abuse? 'Yhnt are the 
· ('flUSl'S of crime or what are the causes of i.treed or incompl'tence ~ 
Putting nside human fniling~ nnd frnihi<':; what ure the cau5es which 
make f>rogrnm fraud or Federal fruuc.l and abuse cliffer.cnt perhaps 
from t 1osc j?l'nerill humnn and weaknesses l - . . . 

One, programs nre ennctl'cl \t"ithout enough ~erious attl'ntion being 
paid to thl'ir l'ffl•ct on the Federal nnd Stntt• l'rimiunl jn:-:tice s\"stem~. 
on the proJ!ram·s intt>rnal integrity or on t>nforrl'1i1ent n>~ponsibilities 
within that pro~rnm. Thl're is n tenden~y to. ha,~e oratoricnl prohibi­
ton· lnni.tuni.,rc with t'l'gnrd to nh!!~ or ,·1olnt1ons·of the pro~rnm both 
in statutory terms ns well ns regulntor,y terms in~tl'nd of _utihzing posi­
th·e inceutins to encourage integrity with a combinnti_9~ :nf the stick-
and-cnrrot approach. . . . ·· .. -.. . 

Two, impll'menting rcl!ulntions undl'l' Fl'dl'rnl progrnms often·place. 
too much rclinncc on non-Fedcml jnstitutions without nn\· c\·:ihuuion 
of the cnl>acit ,. or compl'tencv of the Stat<.> or local or cit\" iit::titution to .• 
handle t 1e blirdcn. For l'xninpJeo. n basic nss11111J>tion ii1 F<.>deral lonn 
insurance niu: f!lllll"Rlltce proj!rnms is thnt the- prn·nt<' tinnndnl institu­
tions will opl•rnte us prmh•nt leudl'l'S in rt-,·it>wm~ the borro"·er·s quali­
fications. Instl'nd, us our im·cstigntions show. Fedl'ml insnranl'c mn~· 
lend ton reluxntion oi stundnrds in un etT011 to impll'111ent the pro~rnm 
und because of .the reduced financial <'xposure of thl" lending institution 
itself. 

.\(a:xcn:..' :SOT ('O)ll'l.Yl:SO WITll m:tet."L.\TIOSS 

Pl'rbnps th<' mo:o:t S«'rious prohl<'m. howl'\"l'r. is not in the ·mtfi<}u~cy 
of the n'~ulations l{l'nernlly, but the ext<.'nf of compliance with those 
rcgulnt ions. 
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MEMORANDUM 

THE WHITE HOUSE 

WASHINGTON 

MEMORANDUM FOR KEN KHACHIGIAN 

FROM: 

DATE: 

John Roberts/Misty Church~ 

2/13/81 

SUBJECT: CONTACTS FOR THIS WEEKEND 

Attached is our list of contacts for the agencies and 
departments we'll be dealing with on the economic package 
the next few days. 

Pursuant to your request, it would be helpful to have the 
following people here tomorrow (and perhaps Sunday) : 

Treasury 

Norman Ture 
John ·chapaton 
Craig Roberts 

(Saturday, on call Sunday and Monday) 
(Saturday and Sunday) 
(in town and available all weekend) 

We've talked with David Chew in the Secretary's Office at 
Treasury, and he provided us with the information indicated 
as to when those people would be in their office. Chew also 
indicated they would have plenty of support staff for all areas 
over the weekend to handle the load. Steve Entin is out of town. 

CEA 

Steve Brooks 
Susan Nelson 

These two people have their finger on the pulse of all information 
up in CEA. They should be more than capable of verifying or 
locating any "fact or figure we need. (Also, any other people 
Murray Weidenbaum suggests should be on hand.) 

OMB (all should be present anyhow this weekend) 

Domestic Policy 

Doug and/or Kevin both days this -weekend. 



CONTACTS FOR ECONOMIC PACKAGE 

Treasury 

David Chew 
George Cross 
Norman Ture 
John "Buck" Chapaton 
Craig Roberts 
Steve Entin 

(Executive Asst. to Secy.) 
(Secretary's office) 
(Undersecy for Tax & Economy) 
(Asst. Secy. for ~ax Policy) 
(Asst. Secy. for Economy) 
(Asst. to Asst. Secy./Economy) 

Office 

566-·5901 
566-7166 
566-5847 
566-5561 
566-2551 
566-2768 

Council of Economic Advisers 

Nick Portapopo 
Jim Burnham 
Steve Brooks 
Susan Nelson 
Kitty Furlong 
David Munroe 

OMB 

David Stockman 
Edwin Harper 
Glenn Schleede 
David Gersen 

Annelise Anderson 
Bill Schneider 
Don Moran 

Fred Khedouri 

Larry Kudlow 

Domestic Policy 

Kevin Hopkins 
Doug Bandow 

(Deputy) 
(Special Asst. to Chairman) 
(Statistician/Economist) 
(Statistician/Economist) 
(Statistician) 
(Inflation Projections) 

(Director) 
(Deputy) 
(Executive Associate Director) 
(Executive Asst. to Director) 

X5084 
X5084 
X5012 
X5096 
X5062 
X4666 

X4840 
X4742 
x3184 
X3060 

(Assoc Director/Economics &Govt.)X3120 
(Assoc Director/Nat'l Secy.) X6190 
(Assoc Director/Human Resources, 
Veterans, Labor) X5044 

(Assoc Director/Natural 
Resources, Energy, Sciences) X4844 

(Assoc Director/Economic Policy) X5873 

6556 
2132 

Home 

751-8930 
362·--5194 
548-8809 
527-2450 



DATE: 

AEPLY TO 
ATTNOI": 

SUBJECT: 

UNITED STATES GOVERNMENT 

February 13, 1981 memorandum 
David Munro 

Purchasing power of 1980 median income 

To: Misty Church 

I. Median income after taxes for a family of four w~th 
average tax burden in 1980 .was about $19,400. .21./ l/oo 

.J 

II; Consumer prices compared to 1980 

Inflation rates Price index ll9 80:::100 l 
Continued· 13-1/2% Reagan Budget i-3·-·1/2% · "Re·ag·an 

1980 13.5 13.5% 100.0 100.0 
1981 13.5 11.1 113.5 111.1 
1982 13.5 8.3 128.8 120.3 
1983 13.5 6.2 146. 2 127. 8 
1984 13.5 5.5 165.9 134.8 
1985 13.5 4.7 188.4 141.1 

III. Buying power of 1980.' s $19, 400 median income -- in 1980 
dollars (equals $19.4 divided by indexes in II) 

PAL -to.,,y 
13-1/2% Reagan Difference ~~ 

1980 $19.4 thous. $19.4 thous. 0 
1981 17.1 17.5 $400 '503. 

1982 15.l ·16.l 1,000 /,;). 6(;;. 

1983 13.3 15.2 1,900 o2..390. 

1984 11.7 14.4 2,700 ..8~co. 
1985 10.3 13.7 3,400 -'/.J. 1'/' 

IV. Caveat: 

This says what 1980's· $19.4 thousand will buy in the out 
years. 

Because inflation adds to wages and profits in equal 
measure as to prices,· one cannot say that the buying power 
of a median 1985 income will be this much lower than in 1980. 
It won't. Median family income by 1985 is very liable to 
be in the upper $30,000s if inflation stays high and in the 
low $30,000s if inflation is reduced. 

Buy U.S. Savings Bonds Regularly on the Payroll Savings Plan 
OPTIONAL FORM NO. 10 
(REV. 7-7fl) 
GSA FPMR (.&I CFR) 101-11.6 
5010-112 
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This is saying that this type of comparison relates to a 
1980 median income and not to the probable 1985 median family 
income. 

V. How to relate the tax cut. 

To be consistent with the 1980 purchasing power comparison 
under inflation, you need to: 

know that each 10 percent cut in across­
the-board Federal rates would boost the 
base $19.4 thousand by $268, or 1.4 percent. 

know that each out year purchasing power 
would be upped 1.4 percent as a result. 



(NOTE: ASSUMES $45 billion FY'82 budget cuts) 

Carter Reagan % Increase 
(in billions) 1981 1982 1982 FY'81-82 

Federal 685.8 753.l 708.1 3.2% 

State/Local 386.2 421. 3 421. 3 9.1% 

Total 1072 1174.4 1129.4 5.3% 

Carter Reagan 
Federal 1981 1982 1982 

Non-defense 533.2 579.9 534.9 

Defense 152.6 173.2 173.2 ·---
Total 658.8 753.1 708.1 

Carter 1982 

Federal 753.1 Total Government 1174.4 

Defense 152.6 Defense 152.6 

Percentage 20% Percentage 13% 

Reagan 1982 

Federal 708.1 Total Government 1129.4 

Defense 152.6 Defense 152.6 

Percentage 21. 5% Percentage 13.5% 
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DATE: 

REPLY TO 
ATTN OF: 

SUBJECT: 

UNITED STATES GOVERNMENT 

February 13, 1981 memorandum 
David Munro 

Purchasing power of 1980 median income 

To: Misty Church 

I. Median income after taxes for a family of four with 
average tax burden in 1980 .was about $19,400. 

II: Consumer prices compared to 1980 

1980 
1981 
1982 
1983 
1984 
1985 

Inflation rates 
Continued 13-1/2% Reagan Budget 

13.5 
13.5 
13.5 
13.5 
13.5 
13.5 

13.5% 
11.1 

8.3 
6.2 
5.5 
4.7 

Price index ll980=100l 
13-1/2% Reagan 

100.0 
113.5 
128.8 
146.2 
165.9 
188.4 

100.0 
111.1 
120.3 
127.8 
134.8 
141.1 

III. Buying power of 1980's $19,400 median income 
dollars (equals $19.4 divided by indexes in II) 

in 1980 

13-1/2% 

1980 $19.4 thous. 
1981 17.1 
1982 15.1 
1983 13.3 
1984 11.7 
1985 10.3 

IV. Caveat: 

Reagan 

$19.4 thous. 
17.5 
16.1 
15.2 
14.4 
13.7 

Difference 

0 
$400 

1,000 
1,900 
2,700 
3,400 

...5c3 
/ ..2. (){;. 

_,..2_3')0. 

dL/cc. 
;./~;. /1'?' 

This says what 1980's $19.4 thousand will buy in the out 
years. 

Because inflation adds to wages and profits in equal 
measure as to prices, one cannot say that the buying power 
of a median 1985 income will be this much lower than in 1980. 
It won't. Median family income by 1985 is very liable to 
be in the upper $30,000s if inflation stays high and in the 
low $30,000s if inflation is reduced. 

Buy U.S. Savings Bonds Regularly on the Payroll Savings Plan 
OPTIONAL FORM NO. 10 
(REV. 7-711) 
GSA Fl"MR (41CFR)101-11.6 
!5010-112 
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1981 

Mr. _Speaker, Mr. President, Distinguished Members of 

Congress, Honored Guests and fellow citizens: 

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

building and I pledged to you my cooperation in doing what 

is right for this Nation we all love so much. 

I am here tonight to reaffirm that pledge and to ask 

that we share in 

every citizen by 

restoring the promise that is offered to f::i~ 
this, the 'f 1ast, best. hope of ::1>-. ~:.-·•~ ,;:~-~ />. \.\)! 

All of us are aware of the punishing inflation which 

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

digit figures for two years in a row. Interest rates 

have reached absurd levels of more than 20 percent and over 

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

across this land one can see newly-built homes standing 

vacant, unsold because of mortgage interest rates. 

Almost eight million Americans are out of work. These 

are people who want to ?e productive. But as the months 

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

and unemployment hang over other millions, and all who work 

are frustrated by their inability to keep up with inflation. 

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

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

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

~ ~e average weekly take home pay of ~n American worker 

~ in 1972 wa $122 a week. If we figure his~ake home_] 
\ 

'-~ .,0~y--s ~"''3~. 1 tJ. ~~/~ (,<J1,~) ~ Jj~ ~ ~~~h) 
};...~ .... ~ J;_~ t..( ,~..:r ~ f(~ \_04.l" ~ '1-u./"VJ .. u ~11( 
;\ 1 f1-~ Y.t;_~ ljlVf tl_u,v-:, I r-~J :·~-~--fl ~-<~ ~·/ /fv; ~~t,LC--v>-/- ~ J 

_ _.,,.:_,'X,\·.:_.__v4 V,.__~...__:.c_J ~: 7 ).;_,1..c_c., ... ,__;/ 
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those same 1972 dollars, he __ only-~ 
---~~~-------

isn't t~e--onry-cause of this. In the 

pay last 

$105. And 

---­last four yea~.s.-Federal ~onal taxes for the average family 

~(pO "" 
ii;.s::.rea:"Sed byµ percent) 

We can no longer procrastinate and hope things will get 

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

now, the economy will get worse. 

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

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

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

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

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

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

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

dollars would be a stack of $1,000 bills 67 miles high. 

. 1fa ~h. The interest on ~~ebt tl is 
u~~;~ 

year will be~ illion. 

And unless we change the proposed spending for the fiscal 

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

to the debt. 
I 

Adding to our troubles is a mass of regulations imposed 

and major industry 

the farmer, the craftsman, professionals 
( ~w~~ 'l-0 ~et.) 

that~,($100 billion to the price of 

on the shopkeeper, 

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

of increase in American productivity, on~ighest in 

all major industrial 
-ti~ ~ -I~ ~-"'-

Indeed, it A actually declined -±ast ye.a17\.,_ 

the world, is ~among the lowest of 
L.,, 

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

painted it accurately. It is within our power to change 

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

with our internal strengths. There has been no breakdown in 

the human, technological, and natural resources upon which the 

economy is built. 

Based on this confidence in a system which has never 

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

confidence, and sometimes through a belief that we could fine 

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

proposing a comprehensive four-part program. I will now 

outline and give in some detail the principal parts of this 

program, but you will each be provided with a completely 

detailed copy of the program in its entirety. 

This plan is aimed at reducing the growth.in government 

spending and taxing, reforming and eliminating regulations 

which are unnecessary and counterproductive, and encouraging 

a consistent monetary policy aimed at maintaining the value 

of the currency. 

If enacted in fu~_l~lL our program can help America create 
13' ~ 
.la' million new jobs,~ three million more than we would without 

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

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

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

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

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

increase productivity growth, and thus create the jobs our 

people must have. 
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---·-- ----·---~---......-'\ 

I am asking that you join me in reducing~~he pre~gsejI 
bud~e~ for 1982 by $ billion-.- This will still allow an 

increase of $~·~billion over 1981 spending. 

I know that exaggerated and inaccurate stories about 

these cuts have disturbed many people, particularly 

those dependent on grant and benefit programs for their 

basic needs. Some of you have heard from constituents afraid 

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

them. I regret the fear these unfounded stories have caused 

and welcome this opportunity to set things straight. 

We will continue to fulfill the obligations that spring 

from our national conscience. Those who through no fault of 

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

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

assured that the social safety net of programs they depend 

on are exempt from any cuts. 

The full retirement benefits of the more than 31 million 

Soci~ Security recipi'ents 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 .t-.r> '-{~ 
_/ V-~~{!~ ~ 
~ be J>'·~J1 

~-o~:i~ut ~~\ t/ Project Head Start or summer youth jobs. ~. 1 

/"' / . .,·)- \ 
il-5-bi..1-±-i:mrfur ; · l:"mns-rrnd· . E. 'f".·.A-:- arrcr w~ ~· "- '1 

~~~p7~=- millt~'.' c<>Heg~~tt;dy-j-'.'l)~-as~.;e{~ ~· # 
as more than ~00, 000 loans···to· college studentS":7--- • 

special services for the aging. There will be 
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~ 
All in all, more t:han $216 billion in some~ ~Q :[HB~Yet'.l'!'l~ 

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

ma~rre~e present-g-rowth levo.L But goverrunent will 

not continue to subsidize individuals or particular business 

interests where real need cannot be demonstrated. And while 

.s 
we will reduce some subsidies to regional and local government, 

I\ 

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

programs into block grants to reduce wasteful administrative 

overhead and to give local government entities and States more 

flexibility and control. We call for an end to duplication 

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

effective. 

' Historically the American people have supported by voluntary 

contributions more artistic and cultural activities than all the 

other countries in the world put together. I wholeheartedly 

support this approach and believe Americans will 

generosity. Therefore, I am proposing a savings 

continue their 
.s 9.S-

of ~ million 
" 

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

There are a number of subsidies to business and industry 

I believe are unnecessary. Not because the activities being 

subsidized aren't of value but because the marketplace contains 

incentives enough to warrant continuing 

without a goverrunent subsidy. One such 

fuels program. We will continue support of research leading to 

development of new technologies and more independence from 
~~ 

foreign oil, but we can save $ 3. d_ billion by leaving to ,.... 
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private industry the building of plants to make liquid or gas 

fuels from coal. 

We are asking that another major business subsidy, the 

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

1982. We are doing this because the primary beneficiaries of 

taxpayer funds in this case are the exporting companies 

themselves -- most of them profitable corporations. 

And this brings me to a number of other len_ding programs 

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

What has not been very well understood is that the Treasury 

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

private capital market and borrow the money to provide those 

loans. In this time of excessive interest rates the government 

finds itself paying interest several times as high as it receives 

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

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

all other interest rates higher. 

By ~i~ the s-Ec~fA~evelopment A~i~~a~ ffe 

we can save ~milliont--~n 1982 and ~ billion,(th~~H'w!:~s:t: 
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. 
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The Food Stamp program will be restored to its original 

purpose, to assist those without resources to purchase 
/,cf 

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

~ r:y '''" billion~by removing from eligibility those who are not in 

real need or who are abusing the program. Despite this 

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

We will tighten welfare and give more attention to outside 

sources of income when determining the amount of_ welfare an 

individual is allowed. This plus strong and effective work 
s-~o 

requirements will save ~ 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 

cutting back on meals for children of families who can afford 
. ~ • !'!: 1~g).... 

to pay, the savings will be $1.f\.billion~ ,-y 7 ' 

Let me just touch on a few other areas which are 

typical of the kind of reductions we have included in this 

economic package. The Trade Adjustment Assistance program 

provides benefits for workers who are unemployed when foreign 

imports reduce the market for various American products 

causing shutdown of plants and layoff of workers. The purpose 

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

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

top of normal unemployment benefits, we wind up paying 

greater benefits to those who lose their jobs because of 

foreign competition than we do to their friends and neighbors 
~·1.. 

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

same footing will save $1.15 billion~ ~tfl"£ ~/. 

Earlier I made mention of changing categorical grants to 

States and local governments into block grants. We know of 

course that categorical grant programs burden local and State 

governments with a mass of Federal regulations and Federal 

paperwork. 

Ineffective targeting, wasteful administrative overhead --

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 
.I 'l.J;,V 

people and will save ~~billion over the next five years. 

Our program for economic renewal deals with a number of 

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

is Medicaid. Right now Washington provides the States with 

unlimited matching payments for their expenditures. At the 

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

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

much the Federal Government will contribute but at the same 

time allow the States much more flexibility in managing and 

structuring their programs. I know from our experience in 

California that such flexibility could have led to far more 

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

next year. 
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The space program has been and is important to America 

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

reordering of priorities to focus on the most important and 

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

quarter of a billion dollars. 

Coming down from space to the mailbox -- the Postal 

Service has been consistently unable to live within its 

operating budget. It is still dependent on larg~ Federal 

subsidies. We propose reducing those subsidies by $632 
~/1f :t-

millionAto ~ress the Postal Service into becoming mo~e 

effective. ~..) ~rr ~'-'w, H\.L ~t,,·t2 LVl·,eP_ ~~ '/-.. ~ u..jJ. 

The Economic Regulatory Administration in the Department 

of Energy has programs to force companies to convert to 
~> +'~ ~f'J __ +o~ 

specific fuels. It/:"ominister~ a gas rationing pl~and 

prior to decontrol it ran the oil price control program. With 
d__O~ 

these\regulations gone we can save several hundreds of millions 

of dollars over the next few years. 

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

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

the only department in our entire program that will actually 

be increased over the present budgeted figure. But even here 

there was no exemption. The Department of Defense came up 

with a number of cuts which reduced the budget increase 

needed to restore our military balance. Ci)~ p, l 0 



Page 10 

I believe my duty as President requires that I recorrunend 

increases in defense spending over the coming years. Since 

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

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

military buildup, the Soviets now have a significant numerical 

advantage in strategic nuclear delivery systems, tactical 

aircraft, submarines, artillery and anti-aircraft defense. 

To allow this imbalance to continue is a threat to our 

national security. 

Notwithstanding our economic straits, making the financial 

changes beginning now is far less costly than waiting and 

attempting a crash program several years from n~~er~~ ss, 
--

e Department of D fense will not be spared the 

over the corning 

waste an inefficiency in i s '$ting 

~ r~tams. I These measures will save $~.&r billion in-~98~/.k-/f/{e, ~ 
L_v.Jl·µ_~~C~ • ..) - ,... "Vif 

$~1.'1---billion ~QB-,.('" The aim will be to provide· the most 

effective defense for the lowest possible cos:_:~ 

/~ We remain- committed to the goal of arms limitation 

through negotiation and hope we can persuade our adversaries 

to come to realistic balanced and verifiable agreements. 

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

' by a balanced and realistic defense program. 

cl Let me say a word here about the general problem of 

~waste and fraud in the Federal Government. -'!'he Departllll<Jlt 
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mu~'+ µh',~ 
)~[Ct_,~ 

that fraud alone may account for 

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

of Federal expenditures for social programs. If the tax 

dollars that are wasted or mismanaged are added to this fraud 

total, the staggering dimensions of this problem begin to 

emerge. 

The Off ice of Management and Budget is now putting 

together an interagency task force to attack waste and 
~ 

fraud~ ~ we are planning to appoint as inspector:sgeneral, 
IJ.. ~ /\.. 

highly-trained professionals who will spare no effort to do 

this job. 

No administration can promise to immediately stop a 

trend that has grown in recent years as quickly as government 

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

fraud in the Federal budget is exactly what I have called 
,,.· 

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

we are bound and determined to do something about . 
. 

Marching in lockstep with the whole program of reductions 

in spending is the equally important program of reduced tax 

rates. Both are essential if we are to have economic 

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

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

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

provides incentive to increase productivity for both workers 

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

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

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

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

income leading toward an eventual elimination of the present 

differential between the tax on earned and unearned income. 

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

he explosion of the Federal deficit ------ -'\ -----'<------------------ last September 

d that out. We also learned that retroactive 

is tied to tax. Their budgets, 

hardship on States where the tax J 
out of balance. 

Tha.r..e-foEe, 'fhe effective starting date for these 10 percent 

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

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

year. 
--

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

their pockets over the ~ext five years, is· actually only a 

reduction in the tax increase already built into the system. 

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

is not merely a shift of wealth between different sets of 

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

tax rates will expand our national prosperity, enlarge 

national incomes, and increase opportunities for all Americans. 
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Some will argue, I know, that 
~~ 

a rodl::leee3: 
5~ 

tax rate,Cwill 

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

agree. And certainly tax cuts adopted over the past three­
.,. \.It Sf 

fourths of a century indicate ~ economic experts are 

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

production of goods and services will grow by 20 percent and 
..E3ou 

will be $4-Q.O, billion higher than it is today. The average 

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

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

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

reductions being implemented. 

The other part of the tax package is aimed directly at 

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

modernize and engage in more research and development. This 

will involve an increase in depreciation allowances and this 

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

The present depreciation system is obsolete, needlessly 

complex, and economically counterproductive. Very simply, 

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

tools on their original cost with no recognition of how 

inflation has increased their replacement cost. We are 

proposing a much shorter write-off time than is presently 

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

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

off for plant. 
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In ~~'~year 1982 under this plan business would 
~ 

acquire~:~-8,~llion for investment and by 1985 the figure 

would be~illion. These changes are essential to provide 

the new investment which is needed to create tibeae millionSoF 

new jobs between now and 1986 and to make America 

competetive once again in world markets. These are not 
~roP.,.1,..f-.'1r~ --., lTt+ l'o. 

makework jobs, they are jobs &l-1 tAe future. 
,._: 

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

changes such as indexing the income tax brackets to protect 

taxpayers against inflation. There is the unjust discrimina-

tion against married couples if both are working and earning, 

tuition tax credits, the unfairness of the inheritance tax 

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

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

recovery is so urgently needed to begin to bring down inflation 

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

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

seeking these additional tax changes at an early date. 

American ~ociety 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 R-9arly deubled.--~ 
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f!/!!2- ~~,,,.._t-v 
The result has been higher prices,d;~loymevt... and . 

lower productivit~erregulation causes small and independent 

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

or terminate plans for expansion and, since they are responsible 

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

We have no intention of dismantling the regulatory 

agencies -- especially those necessary to protect the environment 

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

must come to grips with inefficient and burdensome regulations 

eliminate those we can and reform those we must keep. 

I have asked Vice President Bush to head a cabinet-

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

member of my Cabinet to postpone the effective dates of the 

hundreds of regulations which have not yet been implemented. 

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

agency heads have taken prompt action to review and rescind 

existing burdensome regulations. Finally, just yesterday, I 

signed an executive order that for the first time provides 

for effective and coordinated management of the regulatory 

process. 

Although much has been accomplished, this is only a 

beginning. We will eliminate those regulations that are 

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

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

policy which does not allow money growth to increase con­

sistently faster than the growth of goods and services. In 

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

money supply. 

We fully recognize the independence of the Federal 

Reserve System and will do nothing to undermine that independence. 

We will consult regularly with the Federal Reserve Board on 

all aspects of our economic program and will vigorously 

pursue budget policies that will make their job easier in 

reducing monetary growth. 

A successful program to achieve stable and moderate 

growth patterns in the money supply will keep both inflation 

and interest rates down and restore vigor to our financial 

institutions and markets. 

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

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

simply the plan of my Administration I am here tonight to 

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

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

things better. 

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

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

our economic institutions, can no longer absorb the repeated 

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

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

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

that we will find those reservoirs of national will to once 

again do the right thing. 

I'm sure there will be some who will raise the familiar 

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

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

even-handed; that only the programs for the truly deserving t{ 
needy remain un_to~ched-.- ·-- .. ~. ~ 'fo ~r 

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

~;w.r I 
education amounts to only-J:..e9percent of total educational 

funding. For this the Federal Government has insisted on a 

tremendously disproportionate share of control over our 
~aLJT 

schools. Whatever reductions we've proposed in that~p~rcent 

"" will amount to very little of the total cost of education. It 

will, however, restore more authority to States and local 

school distric~s. -----------
The question is, are we simply going to go down the same 

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

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

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

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

to the source of our strength. 
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The substance and prosperity of our Nation is built by 

wages brought home from the factories and the mills, the 

farms and the shops. They are the services provided in 

ten thousand corners of America; the interest on the thrift 

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

production of America is the possession of those who build, 

serve, create, and produce. 

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

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

strayed from first principles. We must alter our course. 

The taxing power of government must be used to provide 

revenues for legitimate government purposes. It must not be 

used to regulate the economy or bring about social change. 

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

work. 

Spending by government must be limited to those functions 

which are the proper province of government. We can no 

longer afford things simply because we think of them. 

harm to government's legitimate purposes and to our 

responsibility to all who need our benevolence. This, plus 

"'1'~ (,y;~ 
the reduction in tax rates, will~- m1~nd to inflation. 
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. . ~~~~~~~~~~ 
~k~~~~Q.._~~:~ 
economic recovery? Have they an alternative which offers a 

greater chance of balancing the budget, reducing and eliminating 

inflation, stimulating the creation of jobs, and reducing 

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

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

of reckoning in the very near future~~~~~. 
If we don't do this, inflation~will put an end to everything 

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

have an option of living with inflation and its attendant 

tragedy, of millions of productive people willing and able to 

work but unable to find buyers in the job market. 

We have an alternative to that, a program for economic 

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

on the road to our ultimate objective of eliminating inflation 

entirely, increasing productivity and creating millions of 

new jobs. 

True, it will take time for the favorable effects of 
. 

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

The people are watchi~g 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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~ 0 Congress, 

~ Only 

CJ.a.J.J. ~ ~ ~ 
~r· ~ ~~\o..~ February 16, 

c.nOM~~. 

Speaker, Mr. President, Distinguished M~-nbers of 

Honored Guests and fellow citizens: 

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." 

l',.JJ·~ All of us are aware of the punishing inflation which 

yl.,. +i,,1i:has, for th~t tim~o~e 60 years, held to double. 
"' 1.,.\2f1 , c.::: ~ 
~q ·aigit figures for two years in a row. Interest rates 

\, 

~ have reached absurd levels of more than 20% and over 15% 
' 'b ~~~~ose who would borrow to buy a home. All across this 

c.t-~~~and one can see newly built homes standing vacant, unsold 
·~L\o..l)o ~·e1u .__ 
~~ ~\-- bb~ause of mortgage interest rates. 

?~' ~ ',~~},· Almost 8 million Americans are out of work. These 
~ ~,,,. 
i·~~ are people who want to be productive. But as the weeks 

go by despair dominates their lives. The threat of layoff 

1981 

and unernplo~"IIlent 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 th~s way: he 

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

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

is. The average weekly take home ~ of Americ<n workers 

in 1972 was $122 a week. If we figure their t~ke 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 avera~e family 

increased by 58~. 

Can we who man the ship of state deny it is out of 
«~£fe 

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 en our debt this year will be SB~billion. 

And unless we change the proposed spending for the fiscal 

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

to the debt. 

Adding to our troubles is a mass of regulations imposed 

on the shopkeeper, the farmer, the craftsman, professionals 

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

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

of increase in American productivity, once the highest in 

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

? Indeed, it actually declined last year. 

I have painted a grim picture but I believe I have 

painted it accurately. It is within our power to change 

this picture and we can act in hope. There is nothing wrong 
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"'" with our internal strengths. There has been~ breakdown 

in the hu...~an, 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}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 ~arts of this program but you 

will each be provided with a completely detailed copy of 

the program in its entirety. 

The plan is aimed at reducing the rate of increase 

in government spending and taxing, reforming and eliminating 

regulations which are unnecessary and counterproductive. 

And encouraging a consistent monetary policy aimed at 

maintaining the value of our currency. 

It is important to note that we are only reducing the 

rate of increase in taxing and spending. We are not 

attempting to cut either spending or taxing to a level 

below that which we presently have. It is a plan designed 
. 

to get our economy moving again; to increase prodlctivity 

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 

livelihood. Some of you have heard from constituents afraid 

that Social Security checks for example might be taken from 

them. I regret the fear these unfounded stories have caused 

and welcome this opportunity to set things straight. 

We will continue to fulfill the obligations that spring 

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

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

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

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

The full retirement benefits of the more than 31 million 

~,o.e s . . . ·11 b . d 1 . h ec±ety ecurity recipients wi e continue a ong wit an 

annual cost of living increase. Medicare will not be cut nor 

will supplemental income for the blind, aged and disabled. 

Funding will continue for veterans' pensions. 

School breakfasts and lunches for the children of low 

income families will continue as will nutrition and other 

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

Project Head Start or sununer youth jobs. There will be about 

$3.5 billion for job training programs under C.E.w.A. and we 

will keep nearly a million college work-study job> as well 

as more than 900,000 loans to college students. 

All in all, more than $216 billion in some 20 programs 

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

particular business interests where real need cannot be 

demonstrated. And while we will reduce some subsidies to 

regional and local government, we will at the same time 

convert a number of categorical grant programs into block 

grants to reduce wasteful administrative overhead and to 

give local government entities and States more flexibility. 

We call for an end to duplication in Federal programs and 

reform of those which are not cost-effective. 

The Food Stamp program will be restored to its original 

purpose, to assist those without resources to purchase 

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

billion by removing from eligibility those who are not in 

real need and who are abusing the program. Despite this 

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

Welfare will be tightened with 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 neej •. But 

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

savings will be $1.2 billion. 

Historically the American people have suppo~ted by 

voluntary contributions nore artistic and cult~ral activities 
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than all the other countries in the world put together. I 
wld< 
~heartedly support this and believe Americans will continue 

to do this. Therefore, I am proposing a cut of $128 million 

in the subsidies no~ going to the arts and humanities. 

There are a nurr~er of subsidies to business and industry 

l 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 develop~ent 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 nwnber 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 

Department has to go into the private capital market and 

borrow the money to provide those loans. In ihis ~i.rne of 

excessive interest rates the government finds itsrlf paying 

interest several times as high as it receives fro, the 

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

high interest rate. Government doesn't have any money of 

its own. 
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The Rural Electrification program came into being at a 

time when rural America ";as almost totally without electric 

power. A progra~ 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 corr~ercial 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 elimination of duplicating programs. This 

is true among the lendi~g agencies. For example, the Farmers 

Home Administration is a duplicate of several other lending 

programs. By trimming its lending activities 25% we can remove 

the useless duplication in 1982 and 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. 

I11cidentally 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 can be saved by ending or reducing 

neighborhood housing programs which simply duplicate other 

such programs in the Department 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 reportin£ 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 governme~t. 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 "kc-Y·l.-
Our program fc::- economic renewal-+ez~/#l- with 

a number of programs which at present are not cost-effective. 

An example is Medicaid. Right now Washington provides 

the States with unlimited matching payments for their 

expenditures. At the same time we here in Washington 

pretty much dictate how the States will manage the 

program. We want to put a cap on how much the Federal 

Government will contribute but at the same time allow the 

States much more flexibility in managing and structuring 

their programs. I know from our experience in California 

that such flexibility could have led to far more cost-

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

next year. 

The space program h~s been and is important tc, America 

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

reordering of priorities to focus on the most imprrtant and 

cost-effective NASA programs can result in a savi~gs of a 

quarter of a billion dollars. 



page 10 

Coming down fro~ space to the mailbox -- the Postal 

Service has b~en consistently unable to live within its 

operating budget. It is still dependent on large Federal -

subsidies. We propose reducing those subsidies by $632 

million to press the Postal Service into becoming more 

effective. 

The Economic Regulatory Administration in the 

Department of Energy has programs to force companies to 

convert to specific fuels. It administers a gas rationing 

plan and prior to decontrol it ran the oil price control 

program. With these regulations gone we can save several 

hundreds of millions of dollars over the next few years. 

In the Department of Housing and Urban Development 

there is a loan guaranty 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 plan changes here that will save $275 million 

in this coming year amounting to more than a billion 

through 1985. 

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

waiting for me to mention. That is the Department of 

Defense. It is the only department in our entire program 

that will actually be increased over the present budgeted 

figure. But even here there was no exemption. Secretary 
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of Defense Weinberger came up with a number of cuts which 

reduced the amount of the adcition 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 corning 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 s~rategic nuclear delivery systems, 

tactical aircraft, submarines, .artillery and anti-aircraft 

defense. To allow this imbalance to continue is a threat 

to our national security. 

Notwithstanding our economic straits, making the financial 

sacrifice beginning now is far less costly than waiting and 

attempting a crash program several years from now. Nevertheless 

the Department of Defense will not be spared the obligation 

of making significant reductions over the coming years by 

finding and eliminating waste and ineffic~ency. 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 

incentive5to 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 

eliraination of the present differential between the tax on 

earned and unearned income. 

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

but the deterioration of the economy in the months since 

September has ruled that out. We also learned that making 

it retroactive would work a hardship on states where the 

state income tax is tied to the Federal tax. Their budgets 

already in place would be thrown out of balance. 

Therefore the effective starting date for these 10 percent 

personal income tax reductions will be July 1st. 

Again, let me remind you this 30 percent reduction 
~~o 

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. 
ll tt 

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, 1 know, that a reduced tax rate will 

be inflationary. A solid body of economic experts 

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

three-fo~rths 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 will grow to $400 billion 

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

rise (in real purchasing power) by~~- percent.aRa ~asae 

a•0 efter-~ax eellaIST This o~- 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 
- )'\/'\ON!..~ t"\l..W ....... 

~at providin9 business a!1d industry with 4lw,. capital needed 
~ .. \J ~el.,) 0CA¥ q>l'OduditM..~,J,:.4Sf · A. 
t°Am~/ana;tbengage in more research and development. 

\~ ~11~-wt-- ~:.bi.... t-e.LO~~ 
This will involve an"'1A••&aae in eepz ·a,ien~allowances 

and this part of our tax proposal will be retroactive to 

January 1st. 

The present depreciation system is obsolete, needlessly 

complex, and economically counterproductive. Very simply, 

it bases the depreciation of plant, machinery, materials, 

and tools on their original cost with no recognition of how 

inflation has increased their replacement cost. We are 

/tf 86? 
I 

proposing a much shorter write-off time than is presently 

allowed. We propose a ~ year write-off ~a., J. ~~ 
•• 1ear u=i+e-off fer macbjner}'.; 3 years for 

• . . 

• 



vehicles and trucks; and a /l) year write-off for plant. 

Rental~~erty would be depreciated over IS fo !fears 
. .} ~ 

instead of the present ,_/\) years or ~ -

In calendar year 1982 under this plan business would 
~~"ti 

acquire $10 billion for investment and by 1985 the figure 
A~~ 

would be~$45 billion. If one accepts $50,000 as the 

investment necessary to create 1 new jo~)$45 billion could 

create 4~ million jobs. 

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

changes such as indexing the income tax k el ks to protect 

taxpayers against inflation. There is the unjust discrimina-

tion against married couples if both are working and earning, 

tuition tax credits, the unfairness of the inheritance 

tax especially to the family owned farm and the family owned 

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

recovery is so urgently needed to begin to bring down inflation 

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

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 procuctivity. Overregulation causes entrepreneurs 

to def er or terminate plans for expansion and since they are 

responsible for most of our new jobs those new jobs aren't 

created. 

We have no intention of 

agencies -- especially those 

dismantling the regulatory 
I i~ 

necessary to protect environment 
A 

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

must come to grips with inefficient and burdensome 

regulations -- eliminate those we can and reform those we 

must keep. 

I have asked Vice President Bush to head a cabinet-level 

Task Force on Regulatory Relief. Second, I asked each 

member_ of my Cabinet to postpone the effective dates of the 

hundreds of regulations which have not yet been implemented. 

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

heads have taken prompt action to review and rescind existing 

burdensome regulations. My economic message will contain 

a list of over 100 additional regulations that we will be 

reviewing over the corning months. Finally, just yesterday, 

I signed an executive order that for the first time provides 

for effective and coordinated management of the regulatory 

process • 
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Although'much has been accomplished, this is only a 

beginning. We will eli~inate 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. 

I fully recognize the independence of the Federal 

Reserve System and 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 
p roJ1 c!t "'~ ~lo 1...J ~, cl .sf-c- (\. Jj 

will make their job easier in a 5 sblis monetary growth. 
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growth patterns in the money supply will keep both inflation 

and interest rates down and restore vigor to our f~nancial 

institutions and markets. 

This, then, is ourt'j)proposal. 
r::r-0 ~ress A Program for Economic :Raz' ••r." 

"America's New Beginning: 

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 ~ plan. Together, we can 

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

better. 

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

Our social, political, and cultural, as well as our economic 

institutions, can no longer absorb the repeated shocks that 

have been dealt them over the past decades. 

We are in control here. There is nothing wrong with 

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

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

that we will find those reservoirs of national will to once 

again do the right thing. 

I'm sure there will be some who will raise the familiar 

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

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

even-handed1 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 

edu~ation 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. -t;he possession _..of _..J:.h6.se--wbo -bui.l:dy . .,.£e~e.:. . . . . ·_ . - - .· 

- . 
create, and.produce •. ____ .. __ . 

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

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

strayed from first principles. We must alter our fOUrse. 

The taxing power of government must be used t~ provide 
..iof 

revenues for legitimate government purposes. It nust~be 

used to regulate the economy or bring about sociEl change. 

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

work. 
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Spending by government must be limited to those functions 

which are the proper province of government. We can no 

longer afford things simply because we think of them. 

In the months left in this fiscal year we can reduce 

the budget.by $ billion. In 1982 by $ billion 

without harm to government's legitimate purposes and to 

our responsibility to all who need our benevolence. This, 

plus the reduction in tax rates will put an end to inflation. 

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

everything we believe in and to our dreams for the future. 

We do not have an option of living with inflation and its 

attendant tragedy, of millions of productive people willing 

and able to work but unable to find buyers in the job 

market. We have an alternative to that, a program for 

economic recovery. Reducing inflation from 12% just to 10 

is equivalent to giving the average family of 4 $ in 

cash. Cutting the present rate in half would be worth 

$ to that average family. Wiping it out entirely should 

be our aim. 

It will take time for the favorable effects of our 

proposal to be felt. So let us begin now. 

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

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

Thank you and good night. 



President's Economic Address 

My domestic economic program will establish . 

a solid basis for the role of the United States in 

the world economy. In s.hort, I fully recognize 

that our international econo~ic policies begin at 

home. A decline in domestic inflation will strengthen 

the role of the dollar abroad. Greater productivity 

will stimulate U.S. exports .. \1H:i1e ~stronger, more 

vigorous domes tic economy will provide growing markets 

for developing and industrialized countries alike. 

Greater domestic energy production will ease U.S. 

demands on the world oil markets. 
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ON A PROGRA11 FOR ECONOMIC RECOVERY 

Only a month ago, I was your guest in this historic building and 
I pledged to you my cooperation in doing what is right for this_ 
Nation we all love so much. 

I am here tonight to reaffirm that pledge ·and to ask that we share 
in restoring the promise that is offered to every citizen by this, 
the last, best hope of man on earth. 

All of us are aware of the punishing inflation which has, for the l!f'I i~~<~ 
first time in some 60 years, held to double digit figures for two 1'11SJ i'i1~ 
years in a row. Interest rates have reached absurd levels of ,_. 
more than 20 percent and over 15 percent for those who would f_fl/ (HLBB 
borrow to buy a home. All across this land one can see newly-built . 
homes standing vacant, unsold because of mortgage interest rates. 

D...i 1-r_;c 

J>.lmost eight million Americans are out of work. These are people t:::.cc:,·~ _r, .• :.1 

who ·want to be productive. But as the months go by, despair 
dominates their lives. The threats of layoff and unemployment hang 
over other millions, and all who work are frustrated by their inability 
to keep up with inflation. 

One worker in a Midwest city put it to me this way: He said, "I'm 
bringinghomemore dollars than I thought I could ever earn but I seem 
to be getting worse off.tt Well, he is. Hourly earnings of the 
American worker, after adjusting for inflation, have declined five 
percent over the past five years. And furthermore, in the last five 
years, Federal personal taxes. for the average family increased z 
67 percent. 

\·le can no longer procrastinate and hope things will get better. They 
will not. If we do not act forcefully, and now, the economy will 
get worse. 

Can we who man the ship of state deny it is out of control? Our 
Called 

Ti:.1.1\:>c• l 
national debt is approaching $1 trillion. A few weeks ago I 
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 $1,00~ 
bills in your hand only four inches high would make you a million- ~~ASc'-} 
aire. A trillion dollars would be a stack of $1,000 bills 67 miles 
high. 

The interest on the public debt this year will be over $90 billion. · 
Jl.nd unless we change the proposed spending for the fiscal year 
beginning October 1, we' 11 add another alI!lost $80 billion to the '£v .. J:(-... :T s,_, 
debt. 

Adding to our troubles is a mass of regulations imposed on the shop­
keeper, the farmer, the craftsman, professionals and major industry _ 
that is estimated to add $100 billion to the price of things we buy Cl ~ 
and reduces our ability to produce. The rate of increase in American 

MORE 
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productivity, once one of the highest in the world, .is among the ·Ct.ft. 
lowest of all major industrial nations. Indeed, it has actually Cc~ 
declined the last three-years. 

I have painted a grim picture but I believe I have painted it 
accurately. It is within our power to change this picture and we 
can act in hope. There is nothing wrong with our internal strengths. 
There has been no breakdown in the human, technological, and natural 
resources upon which the ·economy is built. 

Based on this confidence in a system which has never failed us 
but which we have failed through a lack of confidence, and sometimes 
through a belief that we could fine tune the economy and get a tune 
more to our liking -- I am proposing a comprehensive four-part program. · 
I will now outline and give in some detail the principal parts of 
this program, but you will each be provided with a completely detailed 
copy of the program in its . entirety. · 

This plan is aimed at reducing the growth in government spending and 
taxing, reforming and eliminating regulations which are unnecessary 
and counterproductive, and encouraging a consistent monetary policy 
aimed at maintaining the value of the currency. 

. . . 

· If enacted in full, . our program can help Arneri.ca create 13 million 
new . jobs, nearly three million more than we would without these 
measures. It will also help us gain control of inflation. 

I 

It is important to note that we are only reducing the rate of 
increase in taxing .and spendlng. We are not attempting to cut 
either spending or taxing to a · level below ·that which we presently 
have. · This plan will get our economy moving again, increase 

. productivity growth, and thus .create .the. jobs our people . must have. 

I am asking that you joiri me in reducing direct Federal spending· rv18' 
bv $41.4 billion in .fiscal year 1982, along with $7.7 billion in D 
user fees_ and off~budget savings for a total savings of $49.1 billion. -0~ 
This w~ll still allow an _i~crease of $40. 8 billion over 1981 spending. O~ 

I know that exaggerated and inaccurate stories about these cuts have 
disturbed many people, particularly those dependent on grant and 
benefit programs for their basic needs. Some_ of you have heard 
from constituents afraid that Social Security checks ·, -for example, 
might be taken from them. I reqret the fear these unfoundecl: stories 
have caused and welcome this opportunity to set things straight. 

We will continue to fulfill the obligations .that spring from our 
national conscience. Those who through no fault of their own must 
depend on 'the rest · of us, the poverty stricken, the disabled, the 
elderly, all those with true need, can rest assured that the social 
safety net of programs they depend on are exempt from any cuts. 

The full retirement benefits of the more than 31 million Social OM.B. 
Security recipi·ents w111 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 lun.ches for the children of low · income families 
will continue as will nutrition and other special services for 
the aging. There will be no cut in Project Head Start or summer 
youth jobs. 

All in all, nearly $216 billion providing help for tens of millions ~ 
of Americans -- will be fully funded. But 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 governments, we will at the 
s ~~e time convert a number of categorical grant programs into 
block grants to reduce wasteful administrative overhead and to give 
local government entities and States more flexibility and control. 
We call for an end to duplication in Federal programs and reform 
o f those which are not cost effective. 

MORE 
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Already, some have protested there must be no reduction of aid to . 
schools. Let me point out that Federal aid to education amounts i:-{<:;2 
to only eight percent of total educational funding. For this the 1"vX~1 
Federal Government has insisted on a tremendously disproportionate 
share ?f contro~ over our schools. Whatever reductions we've pro-
posed in that eight percent"will amount to very little of the total 
cost of education. It will, however, restore more authority to 
States and local school districts. 

Historically th=. Am~rican people have supported by voluntary contri- t·,.",':~·:t 
butions more ar~istic and cultural activities than all the other {:~ 
countries in the world put together. I wholeheartedly support this · 
approach and believe Americans will continue their generosity. 
Therefore, I am proposing a savings of $85 million in the Federal 
subsidies now going to the arts and humanities. 

There are a number of subsidies to business and industry I believe 
are unnecessary. Not because the activitie$ being subsidized aren't 
of value but because the marketplace contains incentives enough to 
warrant continuing these activities without a government subsidy. 
One such subsidy is the Department of Energy's synthetic fuels 
program. We will continue support of research leading to development 
of new technologies and more independence from foreign oil, but we 
can save at least $3.2 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 
Bahk loan authority, be red~ced by one-third in 1982. We are doing 
this because the primary beneficiaries of taxpayer funds in this 
case are the exporting companies themselves -- most of them profit­
able corporations. 

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 percent. What has not been very well understood is 
that the Treasury Department has no money of its own. · It has to go 
into the private capital market and borrow the money to provide those 
loans. In this time of excessive interest rates the government 
finds itself paying interest several times as high as it receives 
from the borrowing agency. The taxpayers -- your constituents --
of course, are paying that high interest rate and it just makes all 
other interest rates higher. 

By terminating the Economic Development Administration we can save 
hundreds of millions of dollars in 1982 and billions more over the 
next few years. 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. 

The Food Stamp program will be restored to its original purpose, to 
assist those without resources to purchase sufficient nutritional 
food. We will, however, save $1.8 billion in FY 1982 by removing 
from eligibility those who are not in real need or who are abusing 
the program. Despite this reduction, the program will be budseted 
for more than $10 billion. 

We will tighten welfare and give more attention to outside sources 
of income when determining the amount of welfare an individual 
is allowed. This plus strong and effective work requirements will 
save $520 million next year. 

I stated a moment ago our intention to 
lunch programs for those in true need. 
meals for children of families who can 
will be $1.6 billion in FY 1982.· 

MORE 

keep the school breakfast and 
But by cutting .back on 

afford to pay, the savings 
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Let me just touch on a few other areas which are typical of the 
kind of :eductions w~ have included in this economic package. The 
Trade AdJustment Assistance program provides benefits for workers 
who are unemployed when foreign imports reduce the market~for 
various American products causing shutdown of plants and layoff of 
workers. The purpose is to help these workers find jobs in growing 
sectors of our economy. And yet, because these benefits are paid 
out on top of .normal unemployment benefits, we wind up paying 
greater benefits to those who lose their jobs because of foreign 
competition than we do to their friends and neighbors who are 
laid off due to domestic competition. Anyone must agree that this 
is unfair. Putting these two programs on the same footing will 
save $1.15 billion in just one year. 

Earlier I made mention of changing categorical grants to States 
and local governments into block grants. We know of course that 
categorical grant programs burden local and State governments with 
a mass of Federal regulations and Federal paperwork. 

Ineffective targeting, wasteful administrative overhead -- 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 $23.9 billion 
over the next five years. 

Our program for economic renewal deals with a number of programs 
which at present are not cost-effective. An example is Medicaid. 
Right now Washington provides the States with unlimited matching 
payments for their expenditures. At the same time we here in 
Washington pretty much dictate how the States will manage the 
program. We want to put a cap.on how much the Federal Government 
will contribute but at the same time allow the States much more 
flexibility in managing and structuring their programs. I know 
from our experience in California that such flexibility could have 
led to far more cost-effective reforms. This will bring a savings 
of $1 billion next year. · 

The space program has been and is important to America and we plan 
to continue it. We believe, howeve~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. 

Coming down from space to the mailbox -- the Postal Service has been 
consistently unable to live within its operating budget. It is still 
dependent on large Federal subsidies. We propose reducing those subsidies 
by $632 million in 1982 t.o press the Postal Service into beconing more 
effective. In subsequent years, the savings will continue to add up. 

The Economic Regulatory Administration in the Department of Energy 
has programs to force corr.panies to convert to specific fuels. It 
has the authority to administer a gas rationing plan, and prior to 
decontrol it ran the oil price control program. With these and 
other regulations gone we can save several hundreds of millions of 
dollars over the next few years. 

Now I'm sure there is one deoartment you've been waiting for me 
to mention. That is the Dep~rtment of Defense. It is the only 
department in our entire program that will actually be increased 
over the present budgeted figure. But even here there was no exemp­
tion. The Department of Defense came up with a number of_c':1ts 
which reduced the budget increase needed to restore our military 
balance. These measures will save $2.9 billion in 1982 outlays and 
by 1986 a total of $28.2 billion will have been saved. __ The aim 
v.'ill be to provide the most effective defense for the lowest 
possible cost~ 
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I believe my duty as President requires that I reconunend 
. increases in defense spending over the coming years. Since 

Cl~·-· 1~7~ the Soviet Union has invested $300 billion more in its 
;Ul'l'I-- ' .. m~l~tary fo::ces than we·h<:ive. As a result.of.i~s massive . 
------ mil.1 tary buildup, the Soviets now have a significant numerical 

/-:,-iLL,,,i ,t't Yadvantage in strategic nuclear delivery systens, tactical air-
bf....1 ',~2 craft, submarines, artillery and anti-aircraft defense. To allow 
(I'' 1

---' this imbalance to continue is a threat to our national security. 

Notwithstanding our economic straits, making the financial changes 
beginning now is far less costly than waiting and attempting a 
crash program several years from now. 

We remain conunitted to the goal of arms limitation through negotiation 
and hope we can persuade our adversaries to come to realistic 
balanced and verifiable agreements. But, as we negotiate, our 
security must be fully protected by a balanced and realistic 
defense program. 

·\'l', Let me say a ·word here about the general problem of waste and fraud 
,., ,_.;:S~~' ;t. · ~ in the Federal Government. One government estimate indicated that 
\>.':;t· (IC!' ,r. , fraud alone may account for anywehre fro!'l. 1 to 10 percent -- as 
'l_-1j1.. ;_-~(2; much as $ 2 5 billion -- of Federal expenditures for social programs. 
!1(~1~ ·-\ If the tax dollars that c:re wc:sted. or misman~ed are added ~o this 
,J -ti~t fraud total, the staggering dimensions of this problem begin to 
(.)I emerge. 
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~he Office of Management.and Budget is now putting together an 
interagency task force to attack waste and fraud. We are also 
Jlanning to appoint as Inspectors General highly-trained ~ro­
f essional s who will spare no effort to do this job. 

No administration can promise to immediatelv stoo a trend that 
has grown in recent years as quickly as Gov~rnme~t expenditures 
themselves. But let me say this: waste and fraud in the Federal 
budget is exactly what I have called it before -- an unrelenting 
national scandal -- a scandal we are bound and determined to do 
something about. 

Marchingin lockstep with the whole program of reductions in spend­
ing 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 anc rebuild industry, and give the Americcan 
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. 

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. 

/7 

~;~ The effective starting date for these 10 percent personal income 
tax rate reductions will be July 1st of this year. 

Again, let me remind you this 30 percent reduction in marginal 
rates, 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 "reforms," this is not merely a shift of wealth 
between different sets of taxpayers. This proposal for an equal 
reduction in everyone's tax rates will expand our national 
prosperity, enlarge national incomes, and increase opportunities 
for all Americans. 

Some will arguR, I know, that reducing tax rates new will be 
inflationary. A solid body of economic experts does not agree. 
And certainly tax cuts adopted over the past three-fourths of a 
century indicate these economic experts are right. The advice I 
have had is that by 1985 our real production of goods and services 
will grow by 20 percent and will be $300 billion higher than it 
is today. The average worker's wage will rise (in real purchasing 
power) by eight percent and those are after-tax dollars. This, 
of course, is predicated on our complete program of tax cuts and 
spending reductions being implemented. 

The other part of the tax package is aimed directly at providing 
business and industry with the capital needed to modernize and 
engage in more research and development. This will involve an 
increase in depreciation allowances and this part of our tax 
proposal will be retroactive to January 1st. 

The, present depreciation system is obsolete, needlessly complex, 
and econonmically counterproductive. Very simpli, it bases t~e 
depreciation of plant, machinery, vehicles, and tools on their 
original cost with no recognition of how inflation has increased 
their replacement cost. We are proposing a much shorter write-off 
time than is presently al lowed. Ive propose a f i ve-year-·wr i te-of f 
for machinery; three years for vehicles and trucks; and a ten­
year write-off for plants. 
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In Fi~ca~ Year 1~82 under this plan business would acquire nearly 
$10 billion for investment and by 1985 the figure would be nearly 
$45 billion. These changes are essential to provide the new in­
vestment which is needed to create millions of new jobs between 
now and 1986 and to make_A..~erica competitive once again in world 
markets. These are not make-work jobs, they are productive jobs 
with a future. 

I'm well aware that there are many other desirable tax changes 
such as indexing the income tax brackets to protect taxpayers 
against inflation. There is the unjust discrimination against 
marr~ed couples if both are working and earning, tuition tax 
credits, the unfairness of the inheritance tax especially to the 
family-owned farm and the family-owned business and a number of 
others. But our program for economic recovery is so urgently 
needed to begin to bring down inflation that I would ask you to 
act on this plan first and with great urgency~ Then I pledge to 
you I will join with you in seeking these additional tax changes 
at an early date. 

American society experienced a virtual explosion in Government 
regulation during the past decades. 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 Regula­
tions increased by nearly two-thirds. 

The result has been higher prices, higher unemployment, and lower 
productivity growth. Overregulation causes small and independent 
businessmen and women, as well as large businesses, to defer or 
terminate plans for expansion and, since they are responsible 
for most of our new jobs, those new jobs aren't created. 

We have no intention of dismantling the regulatory agencies 
especially those necessary to protect the environment and to 
assure the public health and safety. However, we must come to 
grips with inefficient and burdensome regulations -- eliminate 
those we can and reform those we must keep. 

I have asked Vice President Bush to head a Cabinet-level Task 
Fore~ on Regulatory Relief. Second, I asked each member of my 
Cabinet to postpone the effective dates of the hundreds of regu­
latio~s whi~h have net yet been impleoentee. Third, in c6ordina­
tion with the Task Force, many of the agency heads have taken 
prompt action to review and rescind existing burdensome regulations. 
Finally, just yesterday, I signed an Executive Order that for the 
first time provides for effective and coordinated management of 
the regulatory process. 

Although much has been accomplished, this is only a beginning. 
We will eliminate those regulations that are unproductive and 
unnecessary by Executive Order where possible and cooperate 
fully with y'ou 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 money supply. 

We fully recognize the independence of the Federal Reserve System 
and will do nothing to undermine that independence. We will con­
sult 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 gr2wth. 
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~ 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. 
Our social, political and cultural, as 
institutions, can no longer absorb the 
been dealt them over the past decades. 

But we must begin now. 
well as our economic 
repeated shocks that have 

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 therewill 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 ourapproach has been even-handed; 
that only the programs for the truly deserving needy remain 
untouched. 

The questioh is, are we simply going to go down the same path 
we've gone down before -- carving out one special program here 
and another special program there. I don't think that is what 
the American people expect of us. More important, I don't think 
that is what they want. They are ready to return to the source 
of our strength. 

The substance and prosperity of our Nation is built by wages brought 
horrefrom the factories and the mills, the farms and the ships. 
They are the services provided in 10,000 corners of America; the 
interest on the thrift of our people and the returns from their 
risk-taking. · The production of America is the possession of those 
who build, serve, create and produce. 

For too long now, we've removed from our people the decisions on 
how to d~spose of what they created. We have strayed from first 
principles. We must alter our course. 

The taxing power of government must be used to provide revenues 
for legitimate government purposes. It must not be used to regu­
late the economy or bring about social change. We've tried that 
and surely must be able to see it doesn't work. 

Spending by Government must be limited to those functions which 
are the proper province of Government. We can no longer afford 
things simply because we think of them. 

Next year we can reduce the budget by $41.4 billion, without harm 
to Government's legitimate purposes and to our responsibility to 
all who need our benevolence. This, plus the reduction in tax 
rates, will help bring an end to inflation. 

In the health and social services area alone the plan we are pro­
posing will substantiaYly reduce the need for 465 pages of law, 
1400 pages of regulations and 5000 Federal employees who presently 
administer 7,600 separate grants at about 25,000 locations. Over 
7 million man and woman hours of work by state and local officials 
are required to fill our Federal forms. 
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May I direct a question to those who have indicated unwillingness 
to accept this plan for.a new beginning: an economic recovery? 
Have they an alternative which offers a greater chance of balanc­
ing the budget, reducing and eliminating inflation, stimulating 
the creation of jobs, and reducing the tax burden? And, if they 
haven't, are they suggesting we can continue on the present course 
without coming to a day of reckoning in the very near future? 

If we don't do this, inflation and a growing tax .burden will put 
an end to everying we believe in and to our dreams for the future. 
Ive do not hve an option of living with inflation and its attendant 
tragedy, of millions of productive people willing and able to 
work but unable to find buyers in the job market. 

We have an alternative to that, a program for economic recovery, 
a program that will balance the budget, put us well on the road 
to our ultimate objective of eliminating inflation entirely, 
increasing productivity and creating millions of new jobs. 

True, it will take time for the favorable effects of our proposal 
to be felt. So we must begin now. 

The people are watching and waiting. They don't demand miracles, 
but they do expect us to act. Let us act together. 

Thank you and good night. 

.u .u 
ir n " 
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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 reaff irrn that pledge and to ask that we share 
in restoring the promise that is offered to every citizen by this, 
the last, best hope of man on earth. 

All of us are aware of the punishing inflation which has, for the 
first time in some 60 years, held to double digit figures for two 
years in a row. Interest rates have reached absurd levels of 
more than 20 percent and over 15 percent for those who would 
bo.rrow to buy a home. All across this land one can see newly-built 
homes standing vacant, unsold because of mortgage interest rates. 

J>.lmost eight million Americans are out of work. These are people 
who want to be productive. But as the months go by, despair 
dominates their lives. The threats of layoff and unemployment hang 
over other millions, and all who work are frustrated by their inability 
to keep up with inflation. 

One worker in a Midwest city put it to me this way: He said, "I'm 
bringing home more dollars than I thought I could ever earn but I seem 
to be getting worse off." Well, he is. Hourly earnings of the 
American worker, after adjusting for inflation, have declined five 
percent over the past five years. And furthermore, in the last five 
years, Federal pers0nal taxes for the average family increased 
67 percent. 

i·le can no longer procrastinate and hope things will get better. They 
will not. If we do not act forcefully, and now, the economy will 
get worse. 

Can we who man the ship of state deny it is out of control? Our 
national debt is approaching $1 trillion. A few weeks ago I called 
such a figure -- a trillion dollars -- incomprehensible. I've 
been trying to think of a way to illustrate how big it really is. 
The best I could come up with is to say that a stack of $1,000 
bills in your hand only four inches high would make you a million­
aire. A trillion dollars would be a stack of $1,000 bills 67 miles 
high. 

The interest on the public debt this year will be over $90 billion. 
And unless we change the proposed spending for the fiscal year 
beginning October 1, we'll add another almost $80 billion to the 
debt. 

Adding to our troubles is a mass of regulations imposed on the shop­
keeper, the farmer, the craftsman, professionals and major industry 
that is estimated to add $100 billion to the price of things we buy 
and reduces our ability to produce. The rate of increase in American 
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productivity, once one of the highest in the world, is among the 
lowest of all major industrial nations. Indeed, it has actually 
declined the last three years. 

I have painted a grim picture but I believe I have painted it 
accurately. It is within our power to change this picture and we 
can act in hope. There is nothing wrong with our internal strengths. 
There has been no breakdown in the human, technological, and natural 
resources upon which the economy is built. 

Based on this confidence in a system which has never failed us --
but which we have failed through a lack of confidence, and sometimes 
through a belief that we could fine tune the economy and get a tune 
more to our liking -- I am proposing a comprehensive four-part program. 
I will now outline and give in some detail the principal parts of 
this program, but you will each be provided with a completely detailed 
copy of the program in its entirety. 

This plan is aimed at reducing the growth in government spending and 
taxing, reforming and eliminating regulations which are unnecessary 
and counterproductive, and encouraging a consistent monetary policy 
aimed at maintaining the value of the currency. 

If enacted in full, our program can help America create 13 million 
new jobs, nearly three million more than we would without these 
measures. It will also help us gain control of inflation. 

It is important to note that we are only reducing the rate of 
increase in taxing and spending. We are not attempting to cut 
either spending or taxing to a level below that which we presently 
have. This plan will get our economy moving again, increase 
productivity growth, and thus create the jobs our people must have. 

I am asking that you join me in reducing direct Federal spending 
by $41.4 billion in fiscal year 1982, along with $7.7 billion in 
user fees and off-budget savings for a total savings of $49.1 billion. 
This will still allow an increase of $40.8 billion over 1981 spending. 

I know that exaggerated and inaccurate stories about these cuts have 
disturbed many people, particularly those dependent on grant and 
benefit programs for their basic needs. Some of you have heard 
from constituents afraid that Social Security checks, for example, 
might be taken from them. I regret the fear these unfounded stories 
have caused and welcome this opportunity to set things straight. 

We will continue to fulfill the obligations that spring from our 
national conscience. Those who through no fault of their own must 
depend on the rest of us, the poverty stricken, the disabled, th7 
elderly, all those with true need, can rest assured that the social 
safety net of programs they depend on are exempt from any cuts. 

The full retirement benefits of the more than 31 million Social 
Security recipients wfll be continued along with an annual cost of 
living increase. Medicare will not be cut, nor will supplemental 
income for the blind, aged and disabled. Funding will continue 
for veterans' pensions. 

School breakfasts and lunches for the children of low income families 
will continue as will nutrition and other special services for 
the aging. There will be no cut in Project Head Start or summer 
youth jobs. 

All in all, nearly $216 billion providing help for tens.of millions 
of Americans -- will be fully funded. But government will not 
continue to subsidize individuals or particular business interests 
where real need cannot be demonstrated. And while we will reduce 
some sub~idies to regional and local governments, we will at the 
same time convert a number of categorical grant programs into_ 
block grants to reduce wasteful ·administrative.o':"e7head and to give 
local government entities and States more flexibility and control. 
We call for an end to duplication in Federal programs and reform 
of those which are not cost effective. 
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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 eight percent of total educational funding. For this the 
Federal Government has insisted on a tremendously disproportionate 
share of control over our schools. Whatever reductions we've pro­
posed in that eight percent will amount to very little of the total 
cost of education. It will, however, restore more authority to 
States and local school districts. 

Historically the American people have supported by voluntary contri­
butions more artistic and cultural activities than all the other 
countries in the world put together. I wholeheartedly support this 
approach and believe Americans will continue their generosity. 
Therefore, I am proposing a savings of $85 million in the Federal 
subsidies now going to the arts and humanities. 

There are a number of subsidies to business and industry I believe 
are unnecessary. Not because the activities being subsidized aren't 
of value but because the marketplace contains incentives enough to 
warrant continuing these activities without a government subsidy. 
One such subsidy is the Department of Energy's synthetic fuels 
program. We will continue support of research leading to development 
of new technologies and more independence from foreign oil, but we 
can save at least $3.2 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 one-third in 1982. We are doing 
this because the primary beneficiaries of taxpayer funds in this 
case are the exporting companies themselves -- most of them profit­
able corporations. 

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 percent. What has not been very well understood is 
that the Treasury Department has no money of its own. It has to go 
into the private capital market and borrow the money to provide those 
loans. In this time of excessive interest rates the government 
finds itself paying interest several times as high as it receives 
from the borrowing agency. The taxpayers -- your constituents --
of course, are paying that high interest rate and it just makes all 
other interest rates higher. 

By terminating the Economic Development Administration we can save 
hundreds of millions of dollars in 1982 and billions more over the 
next few years. 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. 

The Food Stamp program will be restored to its original purpose, to 
assist those without resources to purchase sufficient nutritional 
food. we will, however, save $1.8 billion in FY 1982 by removing 
from eligibility those who are not in real need or who are abusing 
the program. Despite this reduction, the program will be budgeted 
for more than $10 billion. 

we will tighten welfare and give more attention to outside sources 
of income when determining the amount of welfare an individual 
is allowed. This plus strong and effective work requirements will 
save $520 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 cutting back on 
meals for children of families who can afford to pay, the savings 
will be $1.6 billion in FY 1982. 
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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 layoff of 
workers. The purpose is to help these workers find jobs in growing 
sectors of our economy. And yet, because these benefits are paid 
out on top of normal unemployment benefits, we wind up paying 
greater benefits to those who lose their jobs because of foreign 
competition than we do to their friends and neighbors who are 
laid off due to domestic competition. Anyone must agree that this 
is unfair. Putting these two programs on the same footing will 
save $1.15 billion in just one year. 

Earlier I made mention of changing categorical grants to States 
and local governments into block grants. We know of course that 
categorical grant programs burden local and State governments with 
a mass of Federal regulations and Federal paperwork. 

Ineffective targeting, wasteful administrative overhead -- 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 $23.9 billion 
over the next five years. 

Our program for economic renewal deals with a number of programs 
which at present are not cost-effective. An example is Medicaid. 
Right now Washington provides the States with unlimited matching 
payments for their expenditures. At the same time we here in 
Washington pretty much dictate how the States will manage the 
program. We want to put a cap on how much the Federal Government 
will contribute but at the same time allow the States much more 
flexibility in managing and structuring their programs. I know 
from our experience in California that such flexibility could have 
led to far more cost-effective reforms. This will bring a savings 
of $1 billion next year. 

The space program has been and is important to America and we plan 
to continue it. We believe, howeve~that a reordering of priorities 
to focus on the most important and cost-effective NASA programs 
can result in a savings of a quarter of a billion dollars. 

Corning down from space to the mailbox -- the Postal Service has been 
consistently unable to live within its operating budget. It is still 
dependent on large Federal subsidies. We propose reducing those subsidies 
by $632 million in 1982 to press the Postal Service into becoming more 
effective. In subsequent years, the savings will continue to add up. 

The Economic Regulatory Administration in the Department of Energy 
has programs to force companies to convert to specific fuels. It 
has the authority to administer a gas rationing plan, and prior to 
decontrol it ran the oil price control program. With these and 
other regulations gone we can save several hundreds of millions of 
dollars over the next few years. 

Now I'm sure there is one department you've been waiting for me 
to mention. That is the Department of Defense. It is the only 
department in our entire program that will actually be increased 
over the present budgeted figure. But even here there was no exemp­
tion. The Department of Defense came up with a number of cuts 
which reduced the budget increase needed to restore our military 
balance. These measures wiil save $2.9 billion in 1982 outlays and 
by 1986 a total of $28.2 billion will have oeen saved. ___ The aim 
will be to provide the most effective defense for the lowest 
possible cost. 
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I believe my duty as President requires that I recommend· 
increases in defense spending over the coming years. Since 
1970 the Soviet Union has invested $300 billion more in its 
military forces than we have. As a result of its massive 
military buildup, the Soviets now have a significant numerical 
advantage in strategic nuclear delivery systems, tactical air­
craft, submarines, artillery and anti-aircraft defense. To allow 
this imbalance to continue is a threat to our national security. 

Notwithstanding our economic straits, making the financial changes 
beginning now is far less costly than waiting and attempting a 
crash program several years from now. 

We remain committed to the goal of arms limitation through negotiation 
and hope we can persuade our adversaries to come to realistic 
balanced and verifiable agreements. But, as we negotiate, our 
security must be fully protected by a balanced and realistic 
defense program. 

Let me say a word here about the general problem of waste and fraud 
in the Federal Government. One government estimate indicated that 
fraud alone may account for anywehre froM 1 to 10 percent -- as 
much as $25 billion -- of Federal expenditures for social programs. 
If the tax dollars that are wasted or mismanged are added to this 
fraud total, the staggering dimensions of this problem begin to 
emerge. 

MORE 



6 

The Office of Management.and Budget is now putting together an 
interagency task force to attack waste and fraud. We are also 
)lanning to appoint as Inspectors General highly-trained pro­
fessionals who will spare no effort to do this job. 

No administration can promise to immediately stop a trend that 
has grown in recent years as quickly as Government expenditures 
themselves. But let me say this: waste and fraud in the Federal 
budget is exactly what I have called it before -- an unrelenting 
national scandal -- a scandal we are bound and determined to do 
something about. 

Marchingin lockstep with the whole program of reductions in spend­
ing 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 Americcan 
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. 

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. 

The effective starting date for these 10 percent personal income 
tax rate reductions will be July 1st of this year. 

Again, let me remind you this 30 percent reduction in marginal 
rates, 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 "reforms," this is not merely a shift of wealth 
between different sets of taxpayers. This proposal for an equal 
reduction in everyone's tax rates will expand our national 
prosperity, enlarge national incomes, and increase opportunities 
for all Americans. 

Some will argue, I know, that reducing tax rates,now will be 
inflationary. A solid body of economic experts does not agree. 
And certainly tax cuts adopted over the,past three-fourths of a 
century indicate these economic experts are right. The advice I 
have had is that by 1985 our real production of goods and services 
will grow by 20 percent and will be $300 billion higher than it 
is today. The average worker's wage will rise (in real purchasing 
power) by eight 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. ~his will involve an 
increase in depreciation allowances and this part of our tax 
proposal will be retroactive to January 1st. 

The present depreciation system ~s obsolete, needlessly complex, 
and econonmically counterproductive. Very simply, it bases ~Re 
depreciation of plant, machi~e:y, vehicle7, and.tools o~ their 
·original cost with no recognition of h~w inflation has incr7ased 
their replacement cost. We are proposing a muc~ shorte~- w:ite-off 
.time than is presently allowed. we propose a five-year write-off 
for machinery; three years for vehicles and trucks; and a ten­
year write-off for plants. 

MORE 
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In Fi~ca~ Year 1~82 under this plan business would acquire nearly 
$10 billion for investment and by 1985 the figure would be nearlv 
$45 billion. These changes are essential to provide the new in-~ 
vestment which is needed to create millions of new jobs between 
now and 1986 and to make America competitive once again in world 
markets. These are not make-work jobs, they are productive jobs 
with a future. 

I'm well aware that there are many other desirable tax changes 
such as indexing the income tax brackets to protect taxpayers 
against inflation. There is the unjust discrimination against 
marr~ed couples if both are working and earning, tuition tax 
credits, the unfairness of the inheritance tax especially to the 
family-owned farm and the family-owned business and a number of 
others. But our program for economic recovery is so urgently 
needed to begin to bring down inflation that I would ask you to 
act on this plan first and with great urgency. Then I pledge to 
you I will join with you in seeking these additional tax changes 
at an early date. 

American society experienced a virtual explosion in Government 
regulation during the past decades. 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 Regula­
tions increased by nearly two-thirds. 

The result has been higher prices, higher unemployment, and lower 
productivity growth. Overregulation causes small and independent 
businessmen and women, as well as large businesses, to defer or 
terminate plans for expansion and, since they are responsible 
for most of our new jobs, those new jobs aren't created. 

We have no intention of dismantling the regulatory agencies 
especially those necessary to protect the environment and to 
assure the public health and safety. However, we must come to 
grips with inefficient and burdensome regulations -- eliminate 
those we can and reform those we must keep. 

I have asked Vice President Bush to head a Cabinet-level Task 
Force on Regulatory Relief. Second, I asked each member of my 
Cabinet to postpone the effective dates of the hundreds of regu­
lations which have not yet been implemented. Third, in coordina­
tion with the Task Force, many of the agency heads have taken 
prompt action to review and rescind existing burdensome regulations. 
Finally, just yesterday, I signed an Executive Order that for the 
first time provides for effective and coordinated management of 
the regulatory process. 

Although much has been accomplished, this is only a beginning. 
We will eliminate those regulations that are unproductive and 
unnecessary by Executive Order where possible and cooperate 
fully with you on those that require legislation. 

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 money supply. 

we fully recognize the independence of the Federal Reserve System 
and will do nothing to undermine that independence. We will con­
sult 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 gr~wth. 

MORE 
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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. 
Our social, political and cultural, as 
institutions, can no longer absorb the 
been dealt them over the past decades. 

But we must begin now. 
well as our economic 
repeated shocks that have 

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 therewill 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 o~approach has been even-handed; 
that only the programs for the truly deserving needy remain 
untouched. 

The question is, are we simply going to go down the same path 
we've gone down before -- carving out one special program here 
and another special program there. I don't think that is what 
the American people expect of us. More important, I don't think 
that is what they want. They are ready to return to the source 
of our strength. 

The substance and prosperity of our Nation is built by wages brought 
horrefrom the factories and the mills, the farms and the ships. 
They are the services provided in 10,000 corners of America; the 
interest on the thrift of our people and the returns from their 
risk-taking. The production of America is the possession of those 
who build, serve, create and produce. 

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

The taxing power of government must be used to provide revenues 
for legitimate government purposes. It must not be used to regu­
late the economy or bring about social change. We've tried that 
and surely must be able to see it doesn't work. 

Spending by '3overnment must be limited to those functions which 
are the proper province of Government. We can no longer afford 
things simpiy because we think of them. 

Next year we can reduce the budget by $41.4 billion, without harm 
to Government's legitimate purposes and to our responsibility to 
all who need our benevolence. This, plus the reduction in tax 
rates, will help bring an end to inflation. 

In the health and social services area alone the plan we are pro­
posing will substantiarly reduce the need for 465 pages of law, 
1400 pages of regulations and 5000 Federal employees who presently 
administer 7,600 separate grants at about 25,000 locations. Over 
7 million man and woman hours of work by state and locq,J,_ officials 
are required to fill our Federal forms. 

MORE 
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May I direct a question to those who have indicated unwillingness 
to accept this plan for a new beginning: an economic recovery? 
Have they an alternative which offers a greater chance of balanc­
ing the budget, reducing and eliminating inflation, stimulating 
the creation of jobs, and reducing the tax burden? And, if they 
haven't, are they suggesting we can continue on the present course 
without corning to a day of reckoning in the very near future? 

If we don't do this, inflation and a growing tax.burden will put 
an end to everying we believe in and to our dreams for the future. 
We do not hve an option of living with inflation and its attendant 
tragedy, of millions of productive people willing and able to 
work but unable to find buyers in the job market. 

We have an alternative to that, a program for economic recovery, 
a program that will balance the budget, put us well on the road 
to our ultimate objective of eliminating inflation entirely, 
increasing productivity and creating millions of new jobs. 

True, it will take time for the favorable effects of our proposal 
to be felt. So we must begin now. 

The people are watching and waiting. They don't demand miracles, 
but they do expect us to act. Let us act together. 

Thank you and good night. 

# # # 
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Labor and the Reagan PtaW /ff .·. 

Organized labor's officially sour reaction to 
President Reagan's e.copomic program upset 
few predictions. Many leaders of the union 
movement feel they, have no choice but to 
def eµd every inch of the ground they have 
helped to win for their chosen social goals 
over the last four or five decades. They are 
not about to embrace their traditional politi· 
cal adversaries or quickly abandon familiar 
patterns of economic thought 

With that understood, it was still unfortu­
nate that the AFL-CIO issued a nearly auto­
matic rejection of the Reagan~ budget and 
taxation plan. The 35-member executive 
council of the labor federation, from its 
warm winter refuge in Florida, criticized the 
Reagan proposals as being too hard on the 
poor. Lane Kirkland, the AFL-CIO president, 
said the organization will join civil rights, 
environmental and social-service lobbying 
groups in a coalition to seek the defeat of the 
administration's proposals on Capitol Hill. 

Mr. Kirkland's prediction that the Reagan 
program would put another 1.1 million Amer­
icans on the jobless queue awaits the test of 
experience. If it's true, there may not be 
much future in the president's way of ap-. 
proaching the nation's economic ills, even 
though his predecessors' more conventional 
policies have already left some 8 million out 
of work. Mr. Kirkland also attributed Mr. Rea­
gan's ideas to "an excessive plague of 
economists," in seeming denigration of the 
whole profession. This was strange in view 
of labor's own habit of invoking the views 

of economists it finds congeniat 
But there were hints of realistic thinking 

behind the formal opposition. More than one 
labor leader winked at the results oft¥ last 
presidential election, won by Mr. Reagan 
with admitted backing from much of the 
unions' rank and file, and said the new ap­
proach to inflation and lack-luster produc­
tion deserves a chance. Secretary of Labor 
Donovan, at the AFL-CIO conference, said he 
found this moderation to be the attitude of 
about half of the executive council. More sig­
nificantly, some union leaders were willing 
to be quoted to that effect, whatever the of· 
ficial AFL-CIO line. __ 

Not that the relationship between labor 
and Reaganomics is likely to be a honey­
moon. Some of the willingness to see supply. 
side economics tried is in the expectation 
that it will fail spectacularly, causing a re­
turn to policies more in line with the unions' 
priorities and leading to a reversal of the 1980 
political results. The AFL-CIO, meanwhile, is 
groping for ways of waging a more successful 
electoral campaign next time. 

And outside the AFL-CIO, in the troubled 
precincts· of the United Mine Workers, Mr. 
R~agan could face one of his stiff er chal­
lenges. UMW President Samuel Church 
threatens a nationwide coal strike to fight 
any effort to "gut" the black lung program, 
for which the president has proposed new re­
strictions. This kind of extremism, fortunate· 
ly, does not seem to have infected much of 
the labor movement. 
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~e milita~ tstabj~~~eri~o;th~ ~sSR ~-- :,~ :' ·-,: :· ·• Mllitary reti~¢mcnt pa~. "·hich renccts the co~t of 
Unitd Stnt~ are difficult to compare bCcatist tfief p.ist rattier thnn current military activities. 
diffr r !O much in missions, ttrncturc, and ct1ilfnctcris· • · 
tic . r. .l c :mnon.'denominntor used for co:11p:i.railve . • Space nctivitics thut in the United Stnte5 woutd be 
si1:· ~ i~ f1iircrfcct, and its limitations mu!:t bC under· funded by the N:1tion:ll A~rcmnutics and S1i:u·c 
st<' ' in irtt~rrrcting such c0mrnrisons. The aprtroacti Administration. 
ti: h n l:ete is to compare the def cn~e activities of tbc 
two ceiintricR u"ina rtir f11ti1iJi:n cM1mon dcd'l>minator 
of doE:ir cost. · ~ 

, . A· 
This J1npcr prc11cnts estlmntcs of what it woul'a coSt _to 
produce and m~n in the United States :i miliii.r)' force 

. . 
• Civil defense, foreiam military sales. and milit:try 

assistance pro1rams, except tor the pay and 
allowancc!I of nnirorm<'lf rrr~onncl erig~gc<f in c;uch · 
pro1rams. 

of t'flc r:ime size and with the ~amc· w~arons inventory • -Vetcra~s· programs. 
as ti at of the l'SSR and to operate that force a!I the 
Soviet~ do. It then comr~res these estimates with 
kno\''" US defense outl:lys. This arrr(lach provides a 
grn ':?rrired:itfon of the rclati\'C magnitvdes nf the 
dcfr ~cfi\'itics of the two c0untriei;; f>oll:" cost data 
al<:• wide a mc:inc; of arrrcgating clements of. each 
CC'W y"s ifit:-ir}; pr(lgr:im into com('i:U:ibJc categories 
ari·' •' " n c;how lrrnrls :ind re'31ion~hips between 
th(" tv o dcfen~c NtahJM~mcnts that are ~ifficult to 
di"f'"rn and •nr·1suic in other ways. 

Def F!iotts . 
The ;:fcnsc nctivitks used in thi!I CC>mpnrio;l)n cncom­
r:i<o; l ,. following: . ' 

• N:itinna1 ~r1"idty proarnmo; that in thC' United States 
· wnvl<I be f11r.dcd by the Dcrartmcnt of Defense. 

• Drf c"'se~rclfl~cd ~1iClea; rrogr:ims such. as tbQ5e 
funded in the United States by the Pepar1mei'lt o.f 
Energy. · · 

• Sctc-c•fvc $crtriee activities. 

• The dcfcni;c~~~·ated activities or the t;s Coast Guard 
and the Soviet Bordcr'lJuaRls .. 

h'eJolfo.~lng:l\~ti\litJ.es are not in_.~b1Jb:d.in tlii~,· ~;;--_.... .....,., .•., - ... : .. 
companson: 

·. 

• Soviet Internal Security Troops who rcrr<lrm rolicc 
furicrion~ and Soviet railr(l:td and construction troor 
~!to arc not directly iilvoln.;d in national ~r<"nrily 
matters. 

US Data . , . . . . 
US «tata are derived from the US budget and The Ffr( 
Year Defense Program issued by the Department of 
Defense in September 1979. The US data have hcen 
converted to calendar year outlays, and defense­
related activities or the Department of EF1crgy and the 

·Coaitt Guard ~ave been added. All data arc, expressed 
in constant prices 10 eliminate the effects of inflation. 
The US figures in I his report, therefore, do not match 
actual defense ""''rtt authoriiations or appropriatinn-.. 

Estimates of Soriet DdtnuActiPities 
The dollar costs or Soviet dcrense activities are 
develorcd on the basis of a detailed identification and 
listing of So\riet forces and their supporting, element!!. 
The components that make up these forces and their 
Sljpport arc mullirlied by fStinuUes of what they would 
cost in the United.States in dollars. The result'I arc 
thCnJisarcgated by military mission and by resource 
cateiory. . . 

. .. 
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N:i ::;j;·~bili~ orfi ·~tl~at~· dc~nds ~ the 

P,.eclsfon nnd accuracy of our estimates ~r the Soviet 
iCIMtiel and the cost factors applied to that data base. 

10 sum, we bclic\'c tl1at oor dollar c:Ost estimate for 
fotal dcfcnsc.nctivitics is ur11ikcly,.to be in error by more 
than 10 i'Ct~(nt in the currcnlptriod ~r by more than 
13 percent elirlY in' t11c decade. This judgmcn1, while 
hided h)· the u~r of st~tiMicni ·techniques, nonetheless· 
«ontaim;·n lnrgc itt1! ; • tivc clcrricni. Moreover, the 
mnrgin of error can be much wider for wmc of the 
ndividunl items and catcaorics. We arc more confi­
cnt in the higher lcvC!s of aggrceation than in the 

1:.:iwcr ones, :tnd Y.·ithin the lower levels our confidence· 
varies from caicgory to category. . . 

''· 
We rlacc our highest confidence: in the estimate of 1hc 

ay and allowances for uniformc~. pcn;onncl. These 
osts rerrc~crit about 35 f)Crccnt of the total estimated 
ollar cost of Sm·iCt defense activities for the 1970-79 

1 ~iod. We obtnin thr.;e manpower costs by aJ'plying 
l JS factor" for ray and allow1lnres to our cstimAtcs of 
Soviet n1ilitary manpo~ er. S(wict mililary pcrsonil~I 

rforn;ing rhitil·i: i;imihr to tho::c oft JS ronnh"rp;,rts 
:io:r.ignrd rhc- •·•nil' r:itr~ nf pay as their · 

1mntcrrarts. 

c nl!i:o h:wc i;uh-;t ntb1 confidt>ncein our estimate of 
1 jtal military iri\'cstmcnt'; which rcpr~scnts about JO . 

:-rccnt of the eMim:-std total dollar cost. The invest· 
~Ill C:tt<."gory inch ' the rrocufrlncnt of \\'('3(lOnS 
id cqtiirmcnt nnd the coric:trt1ction of facilities. These 
illar C'(lSlS itrC b:tscd rrimnrily on detailed estimates 
"Sndrt "capmc: pn1ducti6ii rates and characteristics 

• 11 t.:10 be a~ccrt;iirwt ~"iih oonfiden<'c thr~ugh . 
,,.n; .. ,.",...'-' rftethnds. 

tthough we tla\'C C!'~tinbccHo make frnpr<WCnl~R~ in 
our cstimatesofopcr ltiolt and mairltcman"cc (0& M), 

f•, which ~r~ about :!O rr.rrcnl Qf the tota1 d!llkir 
ec:tfmalc, we remain rimr,tftat- lcss C,:,rifidrnt in these 
<tirriatcs thanin those r~~ invei-tm~nt; 

I .. 
' .• 

' 
t~ SoviJ military RD~~i ~ff~rds I.are~~~ 
ar~wina. · 

.\ ;;. . ' ' .. 
fiall•r Costi .,,4 Alilltary C•palliliti~s 
us defense e~pcnditurcs and our estimates of the 
dohat costs of Stivict dtfense activities arc measuses or 
the annual Oow; of resources dcvdtcd to defense. Such 
measures can be used to compare the overall m:igni­
tudc!'I and trends of the dcfetl!;C activities of the two 
countries in terms. of resource inputs. They have an 
irripOrtRnt advaritaae over many of the ot11cr input 
measures-such· as the numbers and types of 
weapons-in thatthcy arc a common denominator 
which permits aelreaative c0mpatisons~ Dollar c6st 
\•nluations, for C:lllimptc, fake into account differences 
in the technical characteristics of military hardware, 
the number and mix of wca11on~ prorurcd, manpo";er 
strcngthc;, and the orrr:itinn ~n·! tr:~iri'1r. k\•el" of the 
forces. ( . ' 

Out dollar valuations ~till .rneasurc input rat lier than 
O\!t(1Ut and should not he used aJflnC ;ic; a drfiniJi\'C 
n · ac:ur~ of .the r~--lnth•c cffr~ 1 i\.·encss of US ,1 Sc1viet 
f< ces. As~cssments of car'1lJility must atsr,akc inio . 
ac:-otint strategic doctrine mid battle scenarios; the l 

t!!ctieal proncicncy, readiness. nnd morale of forces; 'i 
ti numbers and effccth·en.ss of wca!l'ms; logistic 
factors; and a host of other con~idcrntions. As with 
otl1cfjnput measures. dotlar'\'aluation~ arc probably· 
n ire instructive a!': general indkntors of chances in the 
m11iiary C:lf13hilitics of thr. two nationci' rorccs O\'Cr 
tir lC than as ir~kntorr. ,,f tf1c c.:omr.1r:1ffre r:irahilitiCs 
or the forces. " 

·•//iir Cost.i; a,,d Sttrit-t T"i · ·rrtions .. 
E~titnnlcd doflar cost!l dn n 'l mca~nrt> :ictu:il Sm·ict 
dt fcnsc e:itrcn<'itures or rhcir ·bnrikn <'n tl1c Soviet 
economy. The· e questinri~ arc addrcs~ 1·!1 ~v diff crcnt 
an:dytk:ii tccP.niqucl' th:1t ; icld r•timntes ~r the rubic 
co~ts of Slivict mJlit!lry rrogra.,,~, ... 

Simi1atly, do11ar t0st nn:il}·~i:o; dt'Cs n~t reO~t the 
Tht c~timat~ dn!latco_~ts forSo1f~l !~~a.rch, dcv~J~ Soviets' view of the.distrihition of their defense effort. 
merit, testing, \nd eva'tuati_on (RDT~E), which arc . Ncitht:r the system bf acrounts nor 'the 1:(tuctt1tln19f 
derived in the aggrcgiitc using a·~~ c~rtain meth9d- ' expcndihfres b{mi!itary mission is the same for the 
~loey, i;h!111ld'.bc regarded m•~igni~cantly 1r•,., rrli~blc Soviet Ministry (;r :Defense and'thc US t>crart~cnt of 
than tho~ fciP.tlth~r.invcstmcri~ oflipcratina. The level Defense. In addition·, the shat~ difference~ between 
and trend of tlic~c estimatei;, however,· are ~nsi~tcnt · relatiVc prices ofVarious dcfehsc rictivitie!I in.the 
with' the judgment, made with high c~nfidcnce. that Uniicd Statl:'c: ·tnd thr l!SSR aN"t>cl the iir~-trihtttirin nf 
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d~fense .. ~R~ltuics . ..Jt-~~ ~~ tb~Sovii . lj:~~i~~~~~ ~.:re'~ 0n ~S 
VitW I heir (lWn dcfen~c effort is ~l inferred from · pay f8lCs) are txcfodcd ttom both •ides~ the estimated 
est imales made in terms of rubtt'!I, not rlollani. dollar costs or So\·ict defense activities eJteecd US 

. ~ ·. r .... CMltlays in 1979,by 40 percent nnchre 1 s pereent 
·rili·eB~~ . _ _.;_'.,, ,. :-. -_ _. ·_" ,f; I'_~)':; ·. arcaterforthe·entif~Cfecade.trltDT&Eeosts 
The data prci;ented here are expressed an constant. (estimates for 'whi~h are c0nslderably less icliable th~n 
ddl:irs ro tha't \rends in cost estimal~!l will renect real . those for other activities) arc excluded from both sid~ • 

. cl1· ngcs in military f<1rce~ and aeth•itics rattier than · the ci;timatl'1l Soviet dollar c~t total exceeds the US 
the effects of inflation. This p2pcr usei; pricts that totalin I ~79 by about 4~ P,Crccnt' and is 25 pt'rcent 
represent the purchnsine po:wcr or the dollar for areater for the decade .. 

· dtfc n~c gt"1'1rl~ iind lr.rvice!I nt midyca·r 1979. ·· · , ' · 
· - ti~ l•tl~x J\'u.bt>r Prd61~m . 

-. · Evaluating the dcf~nsc activities o.t both count~ics in 
. IJ!l:rer C"ost Co~parts• dollar terms intrOd_uccs a basic measurement problem 

: . ..,, ~mon to a.II intcrnaii()rialcconoriliccomparisons :mil 
. At:rrt'gatt Ddt11s~ Cos11 . . . known to economists as the index number problem. 
- for the 1970-79 decade, the cumulative estimated .. Because of this problem. a comparison wiil yield • 
dollar costs of Soviet defense activities cxcCcded US different rcstilt!ii dcpl'nding on.which country·~ prkc~ 
outlay!ii by ahnostJOj,crccnt. The trends of the defense arc used. Given different resource endowments :11id 

.. activities of ~he two c~untries, morco\•cr, dirfcre~ . ,technologies, countries tend to use more or the 
markedly. F~timatcd in eonstant doflars, Soviet de. resources that arc rela.tively chcap--and le~-: of th''"'" 
fcn~c aetivitic~ incrca~cd at :10 3\'eragc annua·I rate of that arc relatively expensive · for a liven purpo~e. 
3 p ~n~ent. ' While growrh rnt<.'C90uctu:ltcd somewhat comrarison drawn in te.tms of the prices nf o"'" r- 111 1 n• 
from year In year..:..:.:..rcnecting ririmarily the phasin& of thus tends to ove~tatc the relative value of !ht: 

m:!jor procurement programs for mi~c:ilcs, aircraft, and activities of the othe~. This tendency is more pro-
stiips- the pattern wni; one of continuous erowth nounccd the grcrttt"r the disparity between the two 
thr<'1ighout the dtcnde. Evidence on weapon systems · criuntric~· reso11rce endowments and technologies. 
currrntly in rrodoctlon and develorment, rontinuing . . . . 
c:tpiral construction at major defense industries plants, The degree of O\'crstatcment of Soviet defense acth-i 
aml the incretisina costs of modern wt'apons indicate . _· tics tclath·e to.those of the United States inherent i1 
rh:t• this lnng.:tt.iti'n, trend in So\'iet dt-frnsc activities; the dollar cost trimparii;on cannot be measured rre-
will contin11c iritdthe I ~Pfh nt abQ.Ut the s:imc rate of dscly. We can otilnin an appreciation of ils mag nit•• I • 

growth. however. by the reverse; calculation- that is, by 

in c<'ntr:i~t. tllc ~r~rid i~ US ou.tlays was downward for 
· mosl nf the perioel. US outlpys felt from the hcginnina 

(lf t~r Meade until l976. Since then they have grown 
somc,•·hat.. as incr~ses in pro:::urement, R DT &:E, and 
O& M offset contin.:liitg de~lincs·iimilit U\' pCtsonnel 
co~ts and in con~tr'uc;:tion; ·· 

·-
As a rc~ult of these divcrcinr trc11~s. the cstitftlte4 ;, 
dollfir cm:ts of Soviet df'fen~e activities caught 'lip with 
US dcfc~seotitlays in 197~ And CX~Cd them by a 
~id~ni!lJ !!'~-'tn through 1979. Jn t9~9 the:S.9viet 
- total was :ibouilfg5t;illfon, app;Oiimateh· SO Percent 

higher thim the US total of $108 billiOn. 
-. , ... ~ ... 1 .. ~'4iri Yii°lW~ 111;< 1:r~~-:>,~· r~t~ i~ n rir~r;.;, •. rifn~~tt~i 
.t~c diJfc~ nt p~i,ci!!f:!UIC,i. re i~: the Sovjcl llnion. 

.. 

computing the qtfo of Soviet to US defcnc;c activit' 
measured in ruhlc cost terms, which ovcr:;tatcc; us 
;;.ctivitics relntive to Soviet. Whereas our dr1llar co~• 
c:Ompatison show$ th~ totitl co!tl of Soviet def ensc 
.activit ics in 1979 to be approximately 50 per<·cnt 
hig~er than the lJS total, a ru~'e cost c~mf!:trisoll 
~hows it to be ab()ut .30 percent higher .. 

. i· . .. -· 

Economic i#a'p~cittrbdeiise ActMtit's · 
~lth9ugh no ~inele'ntd~~re a«"'°ately'dcscribc$ the 
cc~<>mic impacl"ot burtJcn of defense a"ctivitics, . 
def~nsc spending as a share of GNP is often used for 
thi"s purpose. This measure USC$ each 'country's pwn 
pric;es t() rtOcc~ :relative sc:ucitlcs and ef!j_c~ncli:s in 

'J,ro&uctfon. Measured in 1970 rubles· and cnlcufated ~t 
Jacior l'O'it, the Sovict_ c' .r acli• :. : • ',r; , 'in 
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.111111ary rorce_• RDT&E 

· ... .°f t.'.i dollar !=1181 etl!rna~· ·,.~flecl lhe ~oat 111 producing and mann•ng Iii. the us'• ;..H\tarf f111r.tt Ill 1h9° ;.."'• wile 
·-.and ~ttapon1 inY11nt.111l" tho 80V1f'I fore• and ol operating thal force aa lhe Sov1ete d.o ... _T"• co••• 1ha•n tor 
.tllll•latj lorcre ere illv .. llftllllf and or•ral1ng CIJSl9 f'1clud1ng penaie "I; lhl!J lfW be" hftmllf'•, Wiit! pa191ble wrror 
margins d11pl•r•d, ·The «:0111 •how;. for S<-wiet ROT IE ••e. ,.91ime1"• .._,iw9CI "' the •lioreell•. ua1n(I • leil1 ce~11n 
.!"~thodotogr, btlcauae ther pr(iwideo o"lr rough '"oawurH,_ llloj are ahO•n NP•••••lr frol'ft Ille dollar c0111 of 
ridH111ry-lo•c.e1 .. Th11 US If•'"""' coeh mre in term• of oullar• based primarily Cl" the Department of Oelenso Total 
Obf1ge1;onal Au1ho1lt)' (TOA) in rhe F1"8•Ye1r Delon1e Prog11m. Septiltllber 11179. Tho eat.mat4'd Cloll1r.i;o1ta ot 
'p">jochld Sov;el defe:n1t 1C1iWilie1 for 1880 ind 1081 Ire prel1m1na!l .. IC1Hm~nt1a"dare1111bjecl lo greater 
Une•fti•..,.,. th,.n ff..'r~· ,,... 11ttrlt~r ,.,..;.~, r. ... f'l .. rnbt,. t ,q rffi1tpi """'"'' r...,,. it•"''""',. . 
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ScWlet GNP throuahou(t1'e decacic ohhe lmntla~' ·. cosil midc up.tltelat1i:1t share of tho total ::nsc Ill 
Defense acUvltlcs In tho Ui1ited Stat'• att0untcd for ;: costs for.bOth m.ntrlci.• US outlay. deellned ;apldly 

. approximately 8 pertent of U~ ONPli.,n 1970 and 5 . from_· ._·'9· " __ o_ •. _ .. t. ~ '. 9. 7. 3, mt. cct. lq.the llcalina dowri and 
percent ln ,979. : ,, ·\~ · evcntualtcrmhiatlon ohbe Vlctnim lm"Olvem,nt. 

" · · Since then, growth in.Ot:M costs has itartlally of'.f'•et '"rillni Co-~l~•t., · .,· .. ' the contlnufna decHnc In mllitary penonncl cos 
Soviet and US defense aC:tMtlcs cari)c comp.red in 1lowin1 thc.dc:crc1sc of toa•t ~ratln1 ~ts. Esti· 
terms or &he major resource ctueaor1es.-:mllitary . mated Sov•ct dollar coats for operatlnc:·on the other 
inv~t,,,crl1,·o.,tr"tfna. and ROT Id! colts: , . . . hand, arcw c0ri1inuously durln1 the period ...:reOeetin 

· arowlna foree lcvels--and exceeded those or ti 
• Titc inv~~·lm.ent catc.~ry .t-ovcrs the dotiar ·cost ~r the u.,hcJ State~ by a widcnina niar1ln after 197 l. r~ 
procurc~ent of rquipment (incll!dini major spare. 1979 they Wctc l~ percent hl~hcr than comritr• l!I U. 
pnrtJ) and the c()n!itructlon of rudlitiei Jnvcstmen~ ouilays. Over tlie entire decade, they t~rc-edi ,, t'.~ 
co~tl! rcrrcscnt the now or equipment and rncilitles . total by 15 ('Crccnt. 
into the drfrn~c cstriblll'lhmcnt. They nrc notan . · · · .. • .. , . . . · ,,., . . . 
ht11i~1tion or the -~Ile of lt1c fem: in any ·aiven year: nDT Ai:. f.stlmalei"<1r the ~olhir cost~ or Soviet 

, . '. -. · - . ......-. .. '· . . RDT&I! ate derived in the l'l8f:rcante udng n le·~ 
• The rritriitlne cittecory <."o,·cr~ th~h nssociated. certain mc'?1i~ofoey than the othcr"estimate!': in this 

with mnlrititfnlna current rorrr$ (indudlt11 personnel as!lessmcnt. Althoueh we con!:idcr the estimates to he 
COC:f!l):Thry nrr. dirccdy rdiitrd tn thc·si1r or tllc . less rrcdsd, it fs deu it.ere hi n sub~tantiiil f . 
force~ CH"ld to thC' b rlfif their nctivity;' . militHy ROT &E rrot:'iam. The BV3ilable irtft l m~ ·.,, 

. . . .\ . on r:srtk1if11r ROT& I! projects nnd puhtM1_cd So"ic t 
• The ROT It f cotecory <'ovrrs n var)efy of actlvh.les. stntistlcs on ~el.e"~e lndicntc tlmt militnry R 01 &. E 

inrhitfi111 rl':r•Mlnc "e>"' trc~nC'fo&les, d(,·etopina exPc:ndi"•rc~ wctc both larae and srowing durinJ? the 
nd,·nrrr'd \•:·c:-r-i,, ": r!rm,:. flfr·• improvinl? exfstln1 1910-79 prrfo«J. This n~ ment Is reinf orc~:f r 1 

sy~tems~ evidc c on incrcai;es in ti manpower 2nd fr i!iti 

r,.~U!tflr)· '"''""!finent. The irrnd~ In mllhory investment 
in b<\th ('l)Unfries followed tbnc:t' for the respective 
totl'ls ,wer the drcade of the ~e,·cnties. \,JS investment 
felt ~h:urlY from 1970 to 1976 but then ercw by more 
thAn J f'errtnt ('Cr )'Cl\r,until the end Of lhe period. 
Sovirt in\·r~tmr.ot sho\,·~d no &ap\\·ard~lrctid but dis· 
·plart.-d cydc~ in nnnunl ar111;,•1h rate~ thnt were rctnttrl 
t,o tl1(' r"'~~iria (If mijnr rrllCvrcmrnt proatnms- . 

'" thi:isefor mi~"nr~ :inrf nircraft. The csti-
Jn.f!f ' '· "· C I 

'" "" . ii f · .... in the 

r r ' im • 
' . Tt I~ ' ' isr 

rose 
.. to 

... J 980~. 

The •T--- t di'Ylnr c~~t ofSt'lvirt mllitRry fn\·~tment 
•··"' ~ri1v3re' , .. t -.~ r;~rimns hi' so .rerrrnt in 

1~79; (Thj~iffci'tn was 11-s forge as 95. pcrctnt in 
197(•.) cmr flic d,. '",'the , · d dollar'c0s15 ' 
;~,c SS ~~fl~ J11'r,1 r than ~mp:1r,A~l~Q.S ~litla)1,; 

- '-'\:1.;,.~::-.-.1·, 

5 

' .. 

devoted to Soviet mttitary ROT cl E rror.mmo:. US 
outla)·5 for R J>T& r:, on the other hand, dedin 1 
Steadily O\'C"r the.early years Of the jleriod, b:: f 
turning up In t9l7. A1 a result. the c•tim:tted itl:lr 
C(l!it or Sflvicl ·ROT & n actlviti~1 O\'t'r the dee • <; 

aprrn";~;i•~ly om~ nr-t "nr.-1~ .. 1r till'"'~,,,,.' •r • ' 

/tf llitl:ry 01Ut"'1Wrr 
The So\'lt't~ hiStOric:tlly have m:ilnt:iinrit 3 br 
standing fQrcc thnt ha" :t br<':td<'r r."nr.r. (if r" • 
Ttie5 tY,:'" '' · ttii: r IS 1i1i1 ry. Th~ 11 • ;r.,r, • 1 
l I !:ltCflStfi of c:_. Wfet f(lf( in 1979 ' 
estimated to be. 4'.3 mflllon abo\lt • ' 11' '•t: ' 
The Sovfcl flS\ire lnclui'es the live -t 

t?:cJ\•· ~ ttyotbcrc tthe, " • 
:- ' -.'."r- ;:_ ~ 

I Jlil11 reault.\ tt<illitlinte or t IS PAY rnti; in tsti11Utln1,. ,,,._, 
qimt!nr ~t•ff:.Cho-t.n In rubh•t~t . . t t 
' · , ;I') ~ti1µ1e1 ~PI t tlm~ •~' ' ':lf 
' •' rc;ftltr~t~ 

.... . ~ 

l 
I 
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<·~.all coat• ifu. di~~-;~~~~~ i;fti•tn,Y ~~.,~ elid the ;~olit~iii"i,':~ !lic1Mi~1. tM 
:9piltl!ling irictucf;i_illl fletaonl'tl·~l~ted eti•ll! liiii!h the ,••cep11nn ot il•~·~"~ra11d all co.11 

'!f'9'&t1on ·~~ ~·~Mninc ~ of~J,!9" •y~I~~· •nd ~'":..,.,. ; 
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···r v. . : . ::1 >~ · • ·-!~ )~:j~_·.;: l · ' :.:·~·.'.' - \ ,~,-.:~'.~~'}:·-.:_~::/./<··<:· .::t;j ".·f·~· · ·. ·f'": 

-U'°'!'S_en ___ d_E_stf_m_8t_ed_ .... S .... o_vt ... et-.-----,-............ -· 1' .~·:,~tit. farc~!fai1,:11tissiOn i~des ali 
Adfve Mffttory. M1np0...., · · · · · · ~ aalped td'inttll'COhtlnerital attiu:f, st rater 

. . and stratclic c0ntrol ·and sui'veittlnec. ptu 
periphetal attal:IC foretis. ~but'eiduCtes kb 

·--:Y:>: -. ~,-~ .. Milllo~' men (mi~r) 
r/ • ~ level of Soviet a~iDvity for sititealc ro.&s 

...---1--,__--_... __ ~===) ===::;:===U:::S::R .the Soviet j>eripheral attac~ for~l .ror w'li 
4 Unitec9 Stales bas no.countcrpart)\m u 

dollars, wu twtl and two-thirds times lh3 
United States ~At the 1970-79 a)eriod an~ 

-..:..-1----==:::=======:::=~-~·u~s . times ihe US level'in 1979. lfSmiet petfr 
forces are lncludi:ct, the estimated dollar 

,. · · Soviet torces were three times the c .... ,,----11------------------ outlay~ over the period. 

1910 71 12 13 14 '.75 18 17 78 19 Within the strategic forces inissi~n. int< 
aitack forces accounted for about 35 p:rc 
total dollar cost e!itimate of Soviet st rat~: 
the periOd. US outlays for lntercoritinen 
forces a.cc0unted for 6S percent of US 

The us~ u~. ••cliiifp9 l,,!8rnel Sec~!i~'Troop• and c:on1t~uclion troop•~ 
well over hall • million mPn'-who do nOI fill wll1t in Iha US would be c:an· 
eidered n•!irnal 1er.u11t)o~11le1 · 

.J 
... 

which arc sub~rdinatc10 the Committee for State · 
Security but have some military responsibility. Well. 
over a ha Ir million mco in the internal security forces of 
the Mioistry ,_,r Intern<> I Affairs and in railroad and . 
cnm:tr11ction troop unit~ nre not included in ti1e 
comr:>risoo, bt'cau~c th do not fill whatJn tl1e United 
Sl'JlC!: w('uld he c~n~idcrcd national sccutity roles. 

. 
Hititary n.anpowcr trenlis paralleled tMse for total 
cost:dn the two defense establishments. Estimated 
Soviet military manrower arcw by more than 400,ooO 
men between 1970 and 1979. The largest increase_.;, 
200,000 men -OCcurrc in the Ground Forces. Jn 
c:ontra!it, the 1r ... ·c:I 1•f l '~ miiitary nmnp0,,·cr has fallen 
evrry : r ci"··dbi: I: of the Victnam]~uilrhi~ 
ft,in1 1 1 :11: 11 m : • ~70 to ., 1 1rtillii.tn in 197?. 

outl~ydor the period . 
' . ' 

E~timatcd doliar costs of Soviet intcrcm 
activities dipped in the early 1970s with 1 

of t~ird-generation ICBM dcplllymef't • 
rose sharply in the mid- I 97Cs with the 
fourth-aericration systems. As the Sovj 
deployment of ti eir fourth-gcncratin" 
cc;timated dollar co!it of intcrci:intincr • 
again before rising sharply in the mid-' 
Soviets arc expected to deploy the ~·· ' 
now in development. 

Our cosi estimates for intcrcontincntnl .. 
rcnect a ~ubstantial diff crence in the 
Jhe Soviet nnd US forces. Ouring th·· 
fofCC's accounted for more tll:m h:otr 

. d<\llar COl'il orS wiet intcrcnntiflcni"I 
compared with only about ori fifth r. • 
siutCt;. On the other hand. 1' '"'h!'l' r . 

/lfilitr.rt)· 'lfi• rfd,tt ComJ14ri((l;,i -., ,,~r.:, about ;onc-rhird for the Unitc<l St ' •· 
CoQ;JriJrisons of:5'0vict and OS octivitics.:,~~n al~o be percent of the Soviet tota1.' In r.vcry ~ c · r 
rn;tdr by US :ic#Jh,;ting dcijnitions. \\·hi~h arc used fo the dotl:ir costs of Soviet P"(l:-r~rn<: f,.,.' 
itrra)' d!"f~ml" :iildwri;-atfons b} the missfons they arc bJlifrtic mis~ile submarines c-..-.. d .,. ,,, 
~esigncd to !-"upti;rt. The mi .• ~ions in tbi~'~ction fnflow Uni~~ State<:, but the ~ollar c()Sts nf ~ 
tti~ gt•Mclin \~Jhc 1'rfen(!}flannlng;t#fd l'rogi-aif: . were IC>wcr than comparable US i:mtla> s 
n1ln~ Citl~g. JtiefJ;ll?~t'C} !~:~ed by the DC~rlmr"' pf. ' .~ 8acftfirc aircraft assi(inei!' 10 LOna Rnilgc Aviat' 
Def c;nse in Novlfnbcr 197®t~. " · .;,;. ,~ '" 'Pirlrihe.~~1,~ta,1:kfoic:ts. and thOSC•~•iltim tot~ • 

· · · ,.. , ··':~:.·: · lft rrner11t·p1irpo5e forca. _ 
'\~~·~·:(:::ii·:.:: -

•. 



• 

I' 

:~::g: .. , 
.. :.c:: 
:~: 

.. :::: -t-

~ . 
~ 

,' :.:\:1·:tf~ >:; ,:Nin~.~·:;('.:.~;:,;Ji: · . · '· 
... ,us ,tnc1 Soviet •IJt)f Mls•ton• 

f;, . - . . f. ' . ' :·.• . . ~. -·' ''. ' • '·~-'. '•. '· ... :---· . 
!f:1·( :· · Oo118:; ·cott cf SOYl*t ..Ctlrtties . . 
· .• ·· "'' ancUIS dehrise OutftJI · • •" ·. ·.:>. ·' 

•· - ' ..... ~rtf'~i : :[;;'/· ·~. 
8fllion 1071 <iOtlilf9 · r. ii>- ---·-

-:,: ... 

. -·-f· I I I 
1970 71 72 7.3 74 

Gene rel Purpose fC'rces · 

. 
,r 

I I 
75 76 

Billion 1979 doH1re ;-.-:-.·· .: -~.: ·.·:···. · ·,: .. ' .. .' ···' 
10- --··- ' 

. 1970 71 72 '..· 73 74 . 75 . 76 
.1 ' 

I I 
77 78 

77 70 

•. t 
" . 

.1 I 
70 80 ' 81 

• PiOj<j('l~d 

79 80 81 
. P•r.>1f!irt•~d 

Surrert F'r-rce• 
B1ll1r>r\ 107p itnllata' no-:· . ___ ...,........___.._...._. ______ ....._ ...... 

r '. 

t•. i 

Costs: 1970-79 

. ; ··-.-'.(,'/ ~--

'I ~;~:us~~ .. •~,_.,, 
. io)ita•11. ~ra~il'!J 

:··. ~- ;.;: ... 

.... 

200 

1970 71 72 73 75 76 77. 78 79 

1 0 

100 
~~_,.. __ ...,.,., __ ................. ._ ... u~·•§ 

50 

1970 71 73 74 75 78 77 76 . 79 

Percent 
200 

Hi 

us 
-··-~----·-----"""" USSR __:-------·· --

I I I ..1 .. I ·' I 1 
1070 71 72 73 74 75 76 77 78 7P 

\ 

"f' 

,Z'"'l . ' 

'' 



·1 
I 

.1 

1 . . , 

... , 
I 

• 

,_ 

1 (} 10 

_:.. ____ ......... __ ... ~. . ... . ~ 

• ,· . . ' ---. - .. · I 

1f>70 71 72 73 74 75 76. ~7 . 78 70 1'170 71' 72 73 74 75 78 77 78 79 
p., 

The intercontinPnl•httac~ ,.,; .. ;~"ii define~ ,,:~ord1~g lo ihe ~S-~r'~nJe l'llfl~iflQ and Ptog11mtni1'fl C•r•go"es 
ol November t979. w•lh minor 11d1~1e'"'""'I! m1"0 10· 1111••" c:•""l'•r1'11ltlJ. Co•I~ for P"ftl•on•. nuct .. 1r "'''""''• tor 
••rhPad•, arid F'.OT'F of b<'lh •l!foP ~rfl err!ud~~- Th" pr11p_h,.r1l all~·- k·fo~c., c I lhe USSR'"' 1110 ••duded . 

Prri~forccs accounted tor a~t•t 15 rcrcent 
of the Mnt do;l~ cost of the Sovirt strntcpic mission. 
(r<'rirhcral attack forces indudc medium- and 
inf!'r;'l"r1'i:lt'c~rangc ballistic missiles, mcdinm bomb­
ers. and snrne older ba11ic;tic mfo•ile s11bm:ii'ines: These 
forti"~ :nc :i~5ignrd stratrric 1argC'ls on the p:riph~ty of 
thr- s<n·iet Onion.) , . . 

f.-;fim:-tt~d Cf'<:ts of Sovic"t forces for stmtegic defcn~e 
. ar,.ntm•d f<'r roughly ft:i.ffof the dollar costs of the 
s l I , •lltcic r1j f durina the decade. us OUtlayS 
f1•r $ttnfi-g\iideft'r ;on the. other hand. accou'ntcdJor 
011ly ahout IS pcrce11t of US $trateaic misi;ion ~utiays 
durini. thc'l'¢ri0d~ Soviet lltra•c1ic defense nctiVities •. 
dunna 197~-79 remnin.cdat a hiait level, _while US : . 
strategic d¢fensc 8tdvitic5'~cciincd durina the-i>criod. 
As a rcsritf~ thr dollar ccrst. of Soviet itrateaic defense 
tu:tMti~~_iiicrea~zd from five titiles US outlays ill 1970 
to is 'tl'meatls outlays in 1979. SOviet stratcaic : h:~i '. . 
dcfcri~c activities will probDb,ly continu·c to arO\V (K(he 
early I ~POS RS tht Soviet" introduce a new generation 
of !ntcrrepi_~t al_r~ta·i"t and surface-tO-:air miss;l_~s.bf~n 
att~mpl;~l;ir.iticrh:nproV.~ their •1;·4~r~~scs1ft .. · :•, .. , ::, . ·. 

' ot_~f~· .• ~'.· :._:" · ·· .-,, . . ;-!::,:.-.. \~~-:~(':.,~ 

...... -.. 

Cr~e~~j I'u~r,, .. (' forces. Thi!i mis~ion inclnc•r:-~ :ill 
tactical air, ·naval, and mobility (airlift and ~A"li 
forccs:Estim:tted dollar costs of Soviet activitiec:; 
general p11rp(lse forces (exclusive of RDT &E) hz 
exceeded coinrarablc US outlay~ since 1970 alt' 
the absolute difference between them has re .,~,T 
relatively con5tnnt since 1-973. For the dcca • tl 
Soviet total for this mission w:is alwut 5~ JY.'rcent 
higher than the US total. 

Withil'\ both the S•)vkt and the US gcncr 1 rr 

forces; land forces acronntcd for the I ' ' p 

the do11ar):9it_; The estimated dollar • or~ ; 
forces incteaitd steadily throi1ghdut the' ticri<'d. 
Outlay$ fo.r US iaiid for~ continued to dr< fr 
Vietnlim~ertt"hiah until 1973. Since 1973 tf· '1 
.:.-- . . ··-- - _, -;'' ... :-:,: t-~· - . 
grown at a:~etatc rate. 

. ' ·) '/'' __ '.( ;. ~»:, .'·-
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· F1ou..e., us·:and soviet General Purpo .. FOn:eS -
A com11eriso~ ot OS ouhlrs";,;.;iftl esiln!'1'9ii ti'o1iar co•ls 
ol Sovlrl nctlvlffila 11 dupllt<!l"d in the i.Jniled S tates · -. ·· . .-r. - ··.'.I! .. :/-·\-.. . ., - • " 

Ull 1 . . ::~ · • 
j\; .'. 
e~191l dolar• 
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\ Silllon ·11110 dotiira , · 
' 1t't - • 75 . 
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1n1n ~, .72 73 74 7~ ?6 • 7 78 79 1970 7 1, 72 73 74 75 76 77 78 79 80 81 
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Th.0 9""•ral. jiu•rbee mie~ion rs df'lin"cl '•c~rifCltng io the !IS 11~'-'""' P1a.,ti!ng t1nff rr n·~ ~fl C':itrgno••• 
of Nn't'Pmbrf f~7AI wirrth '"'""' edjuP.tl'r'lt1-nfiJ1 f'f11dc '.,, """'" MJ' I t Cost• fc!" '( ,...~ I t • sla fl r 
~ Tftit -.d.. .. t I':! • ~E Cl t 0.ttt 1'1dr11a 'fl'"r fl•f f·•df'd. 

',l 

'fh I,!!.,. 

1 r ~ 1 ... 1;n,.: ... ,,,..,.., " llrf m 11:'"' rr"~"' C'•irri· 

• .... '·•· ir a X-iatcd :iirrr"ft, which t y D<•n Or!'" 
r.. :.: .. ~ "l inch• tin 1'.1~tk<1I air fi)tf ) •'1<w·cd 

iw ... ·rit. ttc'l 1 • US 0111t~,·11 for rhi~ mi.,~i m fell 11ntil 
'97, :wl tbcn \':ere rd::i.th·~ly con~t::mt for thC' r('c:f of 
thr drradc, The c~timared do11areosts of So\tct . 
!""!'r~I r1'"f"l':C n:wal foi.'tt~ abo CJcclin<'d until 1973 

t 11t thl'n grC'w n a rapid fate forthc rest of the drr:idc. 
Ac: a r('o;11lt .of th St' trend~: the estimtikd J 1lfar C'O~f~ of 

wi 1 activilic in 1979wcrcmorcth:m ISrcrccnt 
i .. •, .,. tf"'" l IS o~tlay$; O\•cr the ;whl'Jc drcndc they 

..,.,, ·• ~ !y cql1:JI to lJS 9iitlay~ (Jf th~ rci:;ts · 
r.1. 11c,.r-.. ,1, "dthciras~fatrd ircraftwcrc 

1 1 •f ; £ ' 1 pUJ'l]C)SC 08VCtl f Ol't ( '~ OUlfo) 
1 I l ~(l [ , thaQ the . I tfo1J F 

"' k • t' arid 'sc • · ' 

la ·5 for 
n4t' 

1(1 • ti· ha\•c 
cost of th Sr 

,• 

I r. ft entire ' ~ ) 
; 

•· 1lairf~ Cf •= ircraft 
ocfaied aircfaf!} 1 1970 ~ 
sfoce iben; the . mted dollar '• 

ll'CC$ wttb lliiciiCt I air missl&if 
. • ;:,:.::~·.'·.··~. I ' "" Y. ' _-·-

sho\vcd a cyclk;il. I • 
fO the r Octtr('m~I t 1r ""'"\':>her rr. I end 
oft he ~ca<fc', I 1~ • ' • ... ..r ' r~•; • ovirt 
dof!ar ('O!:fS for tac ; I f(.rrr~ by 20 rcr\CDt-3 

ctin.,,id{ "biz dr'!r • I ?70. Over th,. tf ~cadc. I JS 
ont lays were nbout m «' ird more. (If the US carric;s 
and thdr ac;o;(K-i:itC"d ~ire . ft were rxdudcd, cstim:itcd 
Sm·ict rlollar C""-'!!; W1':11 be ~5 r~rct-ntJiighcr than lJS 
outtay~ in 197!' •'"'' •I!. "-· fli~f?crf.•r lhf' reri1wt ao; 

a whofc.) 

S!1prm t Fore~. Jn 
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;i~~~, -c-~t . .: 
'.'.'.Jci ~~~tl~···~cl~~ lhtl~ ·r~-~ on1)/'tci:i 
i/~~ e.s1'.'.wa~_:W*~,b.-a~a190_r0r_0th~pcmi!>'e~-- .. . 

c..cnflicis~ For example. betincn I 0 r.rid IS percent of 
'he c~t irtlaJcd d_ohar tost or Soviet "~~ensc actmtlei. 
( c~Judin_• RP!~~) .is ror u~its th~~~ bcli~ ha~:'. 
pr_imary miss•?nS nga~nst Chin:i. So:l~ or th.cse forca, 
r tso """"' t-c used to meet othf'r C'Of•tihgenc1es. . 

. "!.·\ .. . 
· ... - I; ·. ··~ ':-· ·'• • ·.--. ~·-···:· · . . .: .·t·· "-

Cemrnl!Gft, \VII~ i:n'~oal ~·~lUa~-~- . · , t:·:~ti'>/1'.: 
E~tima~esorthed~tlar~ts~r's~l~t'.~ric:~~elcllvi~i~ 
r.rc rcvi!lcd ('Reh year to take into ncdtint itew 
information and new a$::essments ofthe size.eomiiosi· · 
tion, and technical cltarncteristics c(ibc Soviet fortes 
an·' "Ctivitic:i1, as well as improvcmc rib in ccistiria 
qt('thf'dofoeic5~ The US data used for-comr:irative · , 
purpo~e'.'l llrc' similarly revisi:d each year to take into 
ace 'lint change~ in Tlzr Fivt Yfar TJ!:fen.<:e Program 
and the nr/en.,r Plonnlri; and Pror,ran1.J,;ng Catrl&'. 
rio Jl111h lhC' So"ict and the US d::lta are updated 
an """Y to u·n--rt the nlost recent r rice base. 

. . 
T'1i~ yt"rir•s c~timntc of the dollnr cost of Soviet defense 
aclh-itics for 1978 is about CJ percent higher than the 
est;m1t~ ror that yt'ar in la~t year·~ 1iCatior1. Alm05t 
r11! "tfH~" rcri-cnt ~iffcrcnrc is ti m:uh of ch:tnging 
Ii fl 1 ?7R to a I 79 pr kc b:to;c. refine nts . 
m • <:iJlcC our Inst rc1mrt in nnr r e;~ments of Soviet 
d """ .,,.,;,·ifirr. :incl their <"o:<:t<: f, tr ,. ye!lr 1 ?78 hrive 

f ltr ' ;~ ""orrr bl'1~ c'111~rc: our ~ym:lt~~ 

r.. rfrrc: " .... ting cumulative t-nn11 rirnn!l with pre~ 
vi • · •~""'"no; ·;.r 1":" r port ~9'r11!:1 nwarc that this 
)' Wi" ;irt< rn,•rd 3 JO yr'lr re~; fJ.;- r'ccadc Of 
t "l7fl-: r:1•"1-r tl•"n f!O J f \>r~· • r:n-' ., was thr. 

:., ·•- ·•;~. r,,.rorts. 
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