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Misty
(Elliott) July 24, 1981
TELEVISED SPEECH: TAXES AND SOCIAL SECURITY

Good evening. It's been nearly 6 months since I first
reported to you on the state of the Nation's economy. If
you'll remember, that report didn't make very good listening.
And believe me, I didn't enjoy giving it.

I had to tell you that we were in the worst economic
mess since the Great Depression. And I warned that while we
had managed for years to postpone our judgment day, we no
longer had that luxury. We were out of time and Government
was out of control.

Well, our situation remains very serious. We're still
not out of the woods and back on the road toward permanent
economic recovery. But we have made a start. And the good
news is, something very exciting is happening in Washington.

Your Government is listening to you again. Your voices
have finally gotten through. Millions of you, Democrats,
Republicans and Independents, from every profession, every

background, and every region of this land, are making Washington

understand that you want a new beginning. That you want to
bring common sense and plain dealing back into Government.
And that the way you intend to do that is by changing just
one little two-letter word: control "by" Government, to
control "of" Government.

I think we're making progress. Some would even say
historic progress. Because with the cooperation of Democrats
and Republicans, we've done more in a shorter period of time

to get our economy on a sound footing, than any Government
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in the past 50 years. Right now, House and Senate Members
are putting the final touches on a budget bill that includes
more than $140 billion in savings. These spending reductions
will be shared by all Americans. And they will benefit all Americans
too -- by helping us gain the ubper—hand in the war against
inflation. We are already seeing signs inflation has begun
tQ decline.
What this proves, I think, is that our system can work

and will work when we make it work. It proves that Democrats

and Republicans can place principle over politics . . . and
that we can all have a Government that lives within its
means again, and that keeps its commitments to us.

All this sounds encouraging, I know. But in truth,
it's just the first step of a long climb up a mountain of
problems -- problems that result from years of Government
mismanagement. The kind of mismanagement that left us with
chronic inflation and punishing taxation, record-breaking
interest rates and nearly 8 million people unemployed, 19
unbalanced budgets in the last 20 years, a national debt
nearing $1 trillion and regulation run wild.

Yes, we have begun to get spending under control. But
we're still a long, long way from getting Government under
control. So tonight I want to speak to you about two other
serious challenges we face -- both importaﬁt, and both in
urgent need of our attention.

First, taxes, because passage of our bipartisan tax
bill is the most crucial item left on our agenda for prosperity.

Perhaps all the recent quarrelling over taxes has left you a
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bit confused. You have my sympathy. But let me cut through
the fog with one undeniable fact: Our bipartisan coalition

offers a real tax reduction; the House Democratic leadership
offers another big tax increase. It's that simple.

Now, a lot of people have missed this point because my
good friend the Speaker has developed a strange habit: He
likes to compare all of their bill with only part of ours.
He boasts that their tax cut of 15 perceht gives a bigger
break to the worker than our bill. And if you are only
planning on living 2 years, so it does. But then bracket
creep takes over and taxes start going up again.

Frankly, I wonder how they look you in the eye and say
"we're reducing your taxes." Because as you can see from
this chart, we propose a full 25 percent reduction over 3
years -- enough to offset the built-in tax increase of
nearly 22 percent -- but they offer only a 15 percent tax
cut, and no tax cut at all for 1984. They claim it is too
risky to cut taxes 3 years ahead for individuals, but they
find it perfectly all right to offer business a tax cut
every vear for the next 7 years.

And here's something else: Our reductions of 25 percent
in tax rates become permanent after 3 years because we index
them. In other words, your tax rates will be tied to the
cost-of-living index, so you will ﬁot continually  be pushed
into higher tax brackets just because your income is rising
with inflation.

Bracket creep is an insidious tax. For example, if you
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earned $10,000 in 1972, you needeg to make $19,860 in 1980
just to stay even with inflation before paying your taxes.
But even if you managed that, yoﬁ would have lost purchasing
power because bracket creep would have pushed up your tax
rates by 33 percent. So while you get pinched by higher
taxes and inflation, Government profits from both without
having to pass a tax increase. We're determined to put an
end to this sleight of hand.

Now just recently, the House majority suggested the
possibility of triggering a third-year tax cut of their own,
if economic conditions improve. But by holding the people's
tax reduction hostage to future economic events, they will
eliminate people's ability to plan ahead. Shopkeepers,
farmers and individuals will be denied the certainty they
must have to begin saving or investing more of their money.
And encouraging more savings and investment is precisely
what we need most to rebuild our economy. A trigger will do
much more to preclude a third-year tax cut that to promote
one.

And let's remember something else too: This trigger
was designed by people who don't believe in cutting taxes.
As a matter of fact, in the last 10 years, the Majority
leadership in the House gave the people 5 "tax cuts." But
in those 10 years taxes increased by more than $400 billion.
I'm afraid that's one talent we do not have.

If I could paraphrase Will Rogers' line about never
having met a man he didn't like . . . it seems too many of

the House leadership have never met a tax they didn't hike.
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If we're sincere about reducing taxes, then we have to
do better than the one-shot, here;today, gone-tomorrow
rebates of old.

We must make the people a commitment. The kind of
commitment that says if you work or save more tomorrow than
you did today, then your reward will be higher. More of
every added dollar you earn will be yours to keep. This is
why it is so important that we reduce tax rates, and that we
reduce them for 3 consecutive years.

And for all of you who work hard for your families, and
who could succeed over time in raising your incomes, we must
make another commitment. We must not allow your rewards and
your spirit to be crushed by tax rates designed only to feed
an already bloated Federal budget. So, in addition to
reducing tax rates for 3 years, we must also reduce those
rates across-the-board. Only then can we look you in the
eye and say, "We are providing real incentives that will
help all Americans create, build and share in a new prosperity."
Only then can we truthfully say, "We are making a commitment
to your future, and not just to the next election.”

We make these commitments without qualifications. They
offer half a loaf and less than a promise. Look closely at
this chart which compares what the real tax payments will be
for people earning $15,000 under the 2 bills. The dotted
line is theirs. Yes, it goes down, as they have boasted, a

little more sharply in the first year than ours. But then

look what happens. You quickly come to the point where
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their tax cut stops and starts going up again. They simply
give up and permit Social Security tax increases and bracket
creep to take over. But notice how our line keeps descending,
then levels off under the impact of indexing. This orange
space 1s the tax money that will remain in your pocket if
our bill passes, or leave your pocket if theirs does. And
what holds true for people earning $15,000 also applies to
every other taxpayer, whether he or she earns $20, 30, or
$40,000 or more.

By 1983, under their bill, your tax cut is a memory.
Your taxes are rising again and they begin shooting higher

and higher as time goes on. So despite all the propaganda

you hear, working Americans do much better under our proposal
because we will get your tax rates down, and we will keep

them down.

As a matter of fact, the lines on these charts say a
lot about who's really fighting for whom. On the one hand,
you see a genuine and lasting commitment to the future of
working Americans. On the other, just another empty promise.
Those of us in the bipartisan coalition want to give this
economy and the future of this Nation back to the people,
because putting people first has always been America's
secret weapon. The House Democratic leadership seems less
concerned with protecting your family budget, than with
spending more on the Federal budget.

Our bipartisan tax bill targets three-quarters of its

tax relief to middle-income wage earners, indexing to
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eliminate bracket creep, and estate tax relief that will
keep family farms and family-owned businesses in the family.

I'm also convinced our business tax cut is superior to
theirs, because it is more equitable, and it will do a much
better job promoting tﬁe surge in investment we so badly
need to rebuild our industrial base.

There is something else I want to tell you. Our bipartisan
coalition has worked out between us a tax bill we believe
will provide incentive and stimulate productivity, thus
reducing inflation and providing jobs for the unemployed.

Our opponenfs have put together a tax bill simply to
defeat us and provide a political victory for themselves.
Think back to only a few months ago when they derided and
denounced the very idea of a tax reduction as wildly inflationary.
Then as we persisted and the voice of the people ‘began to be
heard, it seems that suddenly one day they too were for a
tax cut -- they were just against ours. They wouldn't hear
of a 3 year tax cut. But one day we learned they thought a
2 year cut was practical. ©Now it's 2 years and maybe 3 if
some economic standard is met 2 years from now.

Well, no one has ever had to doubt where we stand. We
hold no secrets from the people. We have promoted the idea
of across-the-board tax rate reductions, along with reductions
in Federal spending, monetary growth and excessive regulations
as the cornerstones of our economic policy. We cannot
sacrifice one without sacrificing our chances for economic

recovery.
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So I'm here to say tonight tpat we cannot go back on
the policies of the past. Should there be a 2 year tax cut
it would not be sufficient to do the job, and I could not
support it.

Let us be unafraid. Let us do what we know to be
right, and what the American people want, and what our
economy and future generations need.

Now I'd like to speak to you briefly about our Social
Security system - the precious lifeline for millions of our
elderly, orphaned and disabled. Older Americans have
always been considered a national treasure. They must never
become a national problem. The 36 million Americans who
depend on Social Security are entitled to prompt bipartisan
action to resolve its financial problems.

I pledged during the campaign, and have repeated since,
that the highest priority of my Administration will be to
restore the integrity of the Social Security system. So
tonight I want to announce the appointment of a bipartisan
Task Force, which will operate under a strict deadline of 5
weeks and be charged with developing a comprehensive reform
package.

I understand the Majority Leader of the Senate has also
appointed a Task Force, and I would like to request that the
Speaker of the House do the same. If we work together, I
believe we can reach final decisions by this fall on how to
secure our future with a Social Security system that will

not shatter the hopes of generations to come.
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Our elderly look to us for lgadership. The last thing
they need right now is the cynical political maneuvering
being used by some in the Congress to play on their fears.

I must say I was very disturbed the other evening when
I saw a woman in a wheelchair being interviewed by a reporter.
The woman was in tears because she was afraid her benefits
would be cut off and she has no place to go. I think it is
absolutely disgraceful and unconscionable to scare innocent
people for crass political gain. I said during the campaign,

and I will repeat tonight: We will not stand by and allow

anyone who is dependent on Social Security checks to be
denied those checks. We have kept our pledge.

The Social Security problem is serious. It is here.
It is now. And it must be faced before the American people

lose all faith. A recent New York Times-CBS poll showed 54

percent of today's workers doubting they will ever collect
Social Security when they retire.

If the Congress does nothing, then by the fall of 1982,
there will not be enough money in the OASI Trust Fund to pay
benefits to retirees, to widows and to orphan children and
their mothers. And the longer the Congress waits, the worse
the problem will get. Within the next 5 years, the Social
Security deficit could increase to $111 billion. Within 75
years, it could climb to $1.5 trillion.

Some accuse us of being too pessimistic, of exaggerating
the potential revenue shortfalls. They say we should

simply dip into general revenues to bolster the fund.
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There's only one problem with that: We don't have any
general revenues to dip into. What we have is a nearly $60
billion deficit. So, more borrowing is not the answer.

Nor is higher taxation. 1In 1977 the Congress passed a
$227 billion tax increase -- the singlé—biggest tax increase
in peacetime history. And many of those who call us too
pessimistic now were also busy reassuring us then. When
people like myself said this tax increase was not the way to
go, they answered that it would keep Social Security solvent
til the year 2030. That was just 4 years ago. Today, we're
right back in the same mess we were in. I did not create
this mess. But as President, I must and will deal with its
consegquences.

We can no longer afford to take chances. We can no
longer afford to play Russian Roulette with a system so
important to so many people. We can begin by eliminating
some of Social Security's most flagrant abuses. For example,
today a person can be out of work for 5 years and still
qualify for disability insurance. I know of no private
insurance system in the world where you can collect disability
insurance 5 years after you stopped paying your premiums.
Government inspectors believe as many as one of every 5
people on the disability rolls today may be ineligible. And
some 400,000 retired Government employees are getting pensions
from their employers plus an unearned windfall from Social
Security. These kinds of activities jeopardize the system

at the expense of the truly needy.
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Now, much has been made in the press of our attempts to
reduce the grants for those who retire early. What the
press never seemed to point out was that our plan called for
reducing the percentage of total grant the early retiree
could receive from 80 percent to 55 percent . . . but then i

by working only one year and eight months, the early retiree

could at some point when he is still 63 take early retirement

and get his 80 percent of the full retirement benefit.
Think of it this way: That one year and 8 months difference
could make all the difference in the survival of the system.
We're also willing to consider a more phased-in approach for
those nearing age 62 who have made retirement plans, and
would be caught by our proposal.

Another point: Present law calls for the Social Security
tax and the amount of income subject to that tax to increase
several times between now and 1986. Our plan calls for

eliminating those increases and even reducing, after a few

years, the present Social Security tax. To the young person
just starting in the labor force and working to retirement
age, this tax reduction alone would mean $33,000 of additional

income which he could put to better use for himself and his

family.
Ultimately, the best Social Security system -- the
best guarantee for a good future -- is for us to rebuild our

economy, to make it strong again and to fulfill the promise
that our Nation holds out to all citizens. This brings me

back to our tax bill.
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In a few days, the Congress will stand at the fork of
two roads.

One road is all too familiar to us. It leads -- ultimately --
to higher taxes. It merely brings us full circle back to
the source of aur economic problems - where the Government
decides that it knows better than you what should be done
with your earnings, and, in fact, how you should conduct
your life.

The other road promises to renew the American spirit.
It's a road of hope and opportunity. It places the direction
of your iife back in your hands -- where it belongs.

I have not taken your time this evening merely to ask
you to trust me. Instead, I ask you to trust yourselves.
After all, that's what America is all about. Our struggle
for nationhood, our unrelenting fight for freedom, our very
existence -- these have all rested on the assurance that you
must be free to shape your life as you are best able to --
that no one can stop you from reaching higher or take from
you the creativity that has made America the envy of all
mankind.

One road is timid and fearful.

The other road is bold and hopeful.

In these 6 months, we have done so much and have come
so far. It has been the power of millions of people like
you who have determined that we will make America great
again. You have made the difference up to now. You will
make the difference again.

Let us not stop now.

Thank you. God Bless you and good night.
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TELEVISED SPEECH: SOCIAL SECURITY AND TAXES

‘

Good evening. It's been nearly 6 months since I first
reported to you on the state of the Nation's economy. If
you'll remember, that report didn't make very gooa listening.
And believe me, I didn't enjoy giving it.

I had to tell you that we were in the worst economic
mess since the Great Depression. And I warned that while we
had managed for years to postpone our judgment day, we no
longer had that luxury. We were out of time.

Well, our situation remains very serious. And tonight
I want to talk to you about two problems in particularqthat
are standing between us and economic recovery. But first,
let me give you some good news. Because something very
exciting.has begun to happen in Washington.

Your Government has begun listening‘to you again. The

voice of the people is finally getting through. Millions of

Democrats and Republicans, from every profession, every
background, and every region of this land, have made Washington
understand that it's time to clean up its act. That it's

time to bring common sense and plain dealing back into

ggvernment. And that the way to start doing that is by ///X(
;;;nging just one little two-letter word: control "by"

‘government, to control "of" government. /;><ﬁ
- Well, I think we're makzgé progress; Some would even

say historic progress. Because with the cooperation of

Democrats and Republicans, we've done more in a shorter
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period of time to set our economy on a sound footing than
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ﬁg; government in the past 50 years. Right now, House and
Senate NeEHETS are puttlng the final touches on a bd’—ét
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bill that includes md;;'than $l40 bilTion in sav1ngsn» These
spending reductions will be shared by all Americans. And
they will also benefit all Americans, as they cause the rate
of inflation to begin to decline. We are already seeing the
first signs that low inflation is on the way.

What this proves, I think, is that our system can work
and will work when we make it work. It proves that Democrats
and Republicans can place principle over politics . . . and
that we can all have a Government that lives within its
means again and that keeps its commitments to us.

All this sounds encouraging, I know. But in truth,
it's just the first step of a long climb up a mountain of

problems -- problems that result from years of Government

— —" — — S—- —

mismanagement. The kind of mismanagement that left us “with™

chromic inflation, punishing taxation, record-breaking
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interest rates, mg;a~thaﬂ 8 million people unemployed, 19
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unbal&hced budégzg in the last 20 years, 3 national d&bt
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nearing $1 trillion and regulation run wild.
Yes, we have begun to get spending under control . . .
But we're still a long, long way from getting government
back under control. So tonight I want to speak to you about

two other challenges we face. Both important, both serious,

and both in urgent need of our attention.
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The first, and it is the highest priority of my Administration,

is restoring the integrity of the Social Security system --

: o - e Ve 2
tpat precious lifeline for millions of/elderly,/orphaned and Wc Yo
" N ;~J°b”' e & Sl = . S
/C~Lhwpuq disabled. The 36 million Americans who depend on Social
T . <
';iEL/— Security expect and are entitled to prompt bipartisan action

to resolve its financial difficulties.
Older Americans have always been a community asset.

——~p 4. They must never become a national problem. The last thing

¢ BC ~
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q\eﬂh”:/they need right now is the kind of cynical political madefsgfrng
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being used by some in,Congress to Dlay on thelr fears.
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e Rather than exploit the Social Security problem, we should
be working together to solve it; and I call on the Congress
tonight to join me in doing just that.

Make no mistake: a problem does exist, it is serious,
and the American people know it is serious. " A recent
k},,«r/ -~ = < . _— T —
{JVb New YOork Times-— ~-CBS poll showed 54 percent of today s workers

'“")ﬁ] SoubEL tf:‘ﬂg 1:; or colloet Social Security when the

{,”’/,, ou ng ey wi ever collec ocia ecurity when ey
retire.

' <. Q :
- »fgéSfﬁﬁ? Chggges in demographic paé%Zrns and the increasing
Ao "
e (i - < _ S A — =
Tknet trend toward early retirement are combining to make funding
SN e o e = < = e
?ﬂ§~' of Social Security more difficult. The problem is fewer and
:’l!;#Z/ -/ e — — — o———— G~ r———
g fewer workers trying to support more and more retirees. In
[Sarmy —
3 (e 1950 there were 16 working people contributing to Social
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Security for every one retired beneficiary. By 1960 the
" — — e — g - —— - — -
ratio had dropped to 5 to 1. Today it is down to 3.2 to 1;
- - — e e — — e e e~

and, within just 50 years, it will have dropped to 2 to 1.
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No matter whose economic forecasts we use, we can't escape

s < s ST -
+HHS Nazg/ one harsh fact: Unless legislative action is taken -- and
‘m’\}o/ y v c < = = S Lo =
,dwﬁisrs taken soon -- the Social Security program will be unable to
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meet its commitments to millions of Americans.
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%{>NuAISHk””(° If the Conéress does nothlng, then by the fall of 1982,
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k=" o there will not be enough money in the OASI Trust Fund to pay
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benefits to retirees, to widows and to orphan children and
their mothers. And if the Congress persists in shirking its

e

obligations, the problem will only get worse, and worse, and
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worse. Within the next 5 years, the Social Security deficit
- s < < s o - e ~
; \Syrflr? could 1ncreiwe to $111 billion. Within 75 years, it could
o

L
cllmb {8 $1.5 trllllon -- half again as large as our national ‘;y(

- debt.
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So what's the answer? Well, some in the Congress
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e accuse us of belng too pe551mlst1c . . .- 0of exaggerating
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T
Social Security's potentlal revenue shortfalls. They say we
should simply dip into general revenues to bolster the fund

when necessary. There's only one problem with that: We
» ————— —
don't have any general revenues to dip into. What we do
have is a nearly $60 billion deficit.” So, more borrowing is
— /
not the answer.
/’ — — —— — —
Nor is highér taxation. In 1977 the Congress passed a
—_— — - ~— — " — o
$227 billion tax increase ——~329,51ngle biggest, most monstrous
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*d tax increase in peacetime hlstory. And many of those who
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are calllng us too pessimistic now were also busy reassuring
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us back then. When many people, including myself, said this
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huge tax increase was the wrong way to go, they answered
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that 1t would keep Social Security solvent for more than 50
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years -- til 2030. That was just 4 years ago. Today, we're
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right back ifi the same mess we were in.,
We can't afford to keep taking chances. We can't

afford to be wrong about a system so important to so many

. Jec q a1 < T > =L Selt™ o e
No ur

ing the campaign, I made a pledge, and I
e S Lol e S e S < SRS < S S Y
w1ll repeat it tonight: We must do nothing to hurt those
I <l ST T = gom . OO
presently dependent on Social Security checks. But for the
K i " S R R~ R g~ 8
sake of future rec1p1ents, we must also move immediately to
restore the integrity of the program.
/- -— — X — il ~ ""
For starters, we want to eliminate some of Social
i — r -~ — L e—
Security's most flagrant abuses. For example, in today's
/ =" > P - - — —-—— — — o~
system a person can be out of work for 5 years and still
" - -~ - ~ e -
gqualify for disability insurance. I know of no private
/ - — — — — p—
insurance system in the world where you can collect disability
. —_— — — — ~— ~ - — .
insurance 5 years after you stopped paying your premiums.

people.

el il ol - T e T T
Government inspectors believe as many as one of every 5
— el — o ——
people on the disability rolls today may 'y be ineligible.
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Now, much has been made in the press of our attempts to
reduce the graats.for those who retlre early. What the

— - = e cevgnthagh -

press never seemed to point out was thatAour plan called for

_— ‘wfﬁfméﬁl - e
reducing the percentage of total gxant the early retiree
_ - - e el Oj{ 61 :
could recelve from 80 percent to 55 Dercentn . bﬂtrtimnc-
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by worklng only one vear and elqht monthsﬁ‘ﬁhe early retlree
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could at‘seme.pexnt when he 15 Stlll 63 take early retirement
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and get-bie 80 percent of the full retirement benefit.
p— -— ~ 1
Think of it this way: That one year and 8 months difference
- . e .

- - —_ e ol
could make all the difference in the survival of the system.,

Now, certainly some people nearing age 62, and having made
— — — —" — — — - — -

plans for early retirement, would be caught by our proposal
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So in deference to them, we're perfectly willing to © consider

a -mexrer phased-in approachpver @ PC’”

Here's another point: Present law calls for the Social
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Securlty tax and the amount St 1noome subject to.that -tax toA}0(7 .
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for g those increases whlch are now more burdensome = °
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for-as:% workers than the income tax, and even reduc1ng,
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affer & few years; the present Social Security tax. To the
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young person just startlng in the labor force, and working
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$33,000 of additional income which he could put to better
N - -
use for hlmself and his famlly
T e .
Let me add that our plan would solve both the sflort and
10ng-range funding proBlems of Social security, without

— e e

pushi’g up the age of “Yetirement to 68, which 1s whatezm>OMon7

T
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;zzgwﬂm 1n the Congress suggests.

I did not create the Social Security mess. But as

President I must and will deal with its consequences. So,

as I said earlier, it is unfortunate there are people who
would rather exploit the issue than work together to solve

it. But let me simply remind them of one thing: All the
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_/, ~ _E /C‘ ( C" B (;-‘ _; —vv{_"‘.' o C-h <« & Q‘ St F — ",r o
but they offer only a 15 percent tax cut, and no tax cut at
\—““ ol et
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political rhetoric and demogoguery in the world will not

secure one additional dollar of Social Security benefits for

\%cjr ’°

R constituents. So isn't it about time that the Congress
lay aside partisan politics and join me invq constructive
effort to put Social Secprity on a permanently sound financial
basis? Nothing more is needed; nothing less will do.

Finally, I'd like to talk to you tonight about another
problem that is close to my heart, and that is certainly
close to everyone's pocketbook. And that's the problem of
taxes. Now perhaps all the recent quarreling over taxes has

got you a bit confused. I don't blame you. But let me cut

through the fog with one indisputable fact: Our bipartisan

coalition offers a real tax reduction; the House Democratic
leadership offers only another make-believe tax cut that
dissolves into huge tax increases.

A lot of people have not understood this point because
the Democratic leadership keeps comparing all of their bill
with only part of ours. Well, not tonight.

It amazes me that they can look you in the eye and say
) 9_‘_,5':} R ... o

all for 1984.

- - L4 e - . / 7 -
And isn't it ironic that while the Democratic leadership
s L : & - . - J——

- — —
says it's too dangerous to give individuals like you a 3-
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/
year tax cut, they have already committed themselves to cut
/ —— 'o .
buginess taxes for tew?
/ ‘
"5,,707 . ﬁé ; /Q c;":
%3J&3§ @ﬁr Gt Now, just recently thzgigz begun talking about the
Pr'¢570‘~ B S/" L _ s o = = S
2123/6) pos fgillty of trlggerlng a third- year tax cut if economic
4 eyt o S SN ey e (&=
/ conditions improve. But by holding the people's tax reductlon
:’/ > - e i -y e . o= = - = r-:%
- hostage to future economic events, they will be removing the
e ey BT gm o ] T R TAe
certainty people neeg to begln sav1ng or investing more of
Y '—C o S— \“)» B O NP - e e WEDe e -
- their money -- precisely what is needed to get our economy
/Z'" Lmar ‘;e:’_ /‘( - S;‘;’_ ———"t—" ‘:ﬂg/ ’k;'—_.
back on track. So a trigger is not a way to promote a
. ./(/ - - 3 <7 - }“ P me—
third-year tax cut: 1t's a way to preclude one.
T B e . ot o
vesy d€7 el Goidls, And remember something else too: This trigger was
< r:& ‘ ﬁa T — Rt e S e
zfifl_,/ff‘ de51gned“by people who: don't bediewe in cutting taxes. As a
—T ui—— s
mat¥er of fact, the House Democratic leadership appointed
‘ ) /the peoplé to chair the committees which allowed the taxes
i &j""P”"P}‘M - T e T = -
3 you pay to double 1n ust the last 5 years. Think of that!
hert 7 e, 3
[3 C —
’ S, D = 5 Q/* =
+§? P 7 If I could paraphrase Will Rogers' line abdut newver
o ot C e s (o
er“JaLf hav1 g met a man "he didn't 11ke, it seems too many of them
vd"h(-‘? g in h7u("f
{H"¢3=;§ﬁf have never met a tax they didn't hike. You see, if we're
n€ z i
::\ sincere about reducing taxes, then we have to do better than

the typical, one-shot, here-today, gone-tomorrow rebates of
old.

We must make the people a commitment. The kind of
commitment that says if you work or save more tomorrow than
you did today, then your reward will- be higher. More of
every added dollar you earn will be yours to keep. This is
why it is so important that we reduce tax rates, and that we

reduce them for 3 consecutive years.
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And for all of you who work hard for your families, and
who could succeed over time in raising your incomes, we must
make another commitment. We must not allow your rewards and
your spirit to be crushed by tax rates designed only to feed

—_— — —
an already bloated Federal budget. So, in addition to

— —— — e g ™ e~ —
reducing tax rates for 3 years, we must also reduce them

—_— — —_ "
across-the-board. Only then can we look you in the eye and

say, "We are providing real incentives that will help all
Americans create, share and build in a new prosperity."

Only then can we truthfully say, "We are making a commitment
to your future, and not just to the next election."

We make these commitments without qualifications. They

offer you half a loaf and less than a promise. Look closely

— — — —— ——— ——

at these charts which show what the real tax payments will

— — —— ——" ——— o S

be for income earners between $15,000 and $30 000 under the

—— - /"' — - - - — — _— o —
2 bills. The dotted line is theirs. Yes, it goes down, as
they have boasted, a little more sharply in the flrst year
ity - — -— — pr— [ . — g
than ours. But then look what happens. You quickly come to
— — - -— i A —
the point where their tax cut stops and starts going up
— - / — — — ——
again. They simply give up and permit Social Security tax
— - - - - o~ P — p—
increases and bracket creep to take over. But notice how
-— e — — — g (= = - i
our line keeps descending, then levels off under the impact
—_— —— — — T e -
of indexing. This orange space 1is the tax money that w1ll
/ - - - i - -—_— —
remain in your pocket if our blll passes, Or 1eave-your
— = =
pocket i1f theirs does.
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Good evening. It's been nearly 6 months since I
first reported to you on the state of the Nation's economy.
If you'll remember, that report didn't make very good listening.
And believe me, I didn't enjoy giving it.

I had to tell you that we werebin the worst economic
mess since the Great Depression. And I warned that while
we had managed for years to postpone our judgment day, we
no longer had that luxury. We were out of time.

Well, our situation remains very serious. And tonight
I want to talk to you about two problems in particular that
. are standing between us and economic recovery. But first,
let me give you some good news. Because something very
exciting has begun to happen in Washington.

Your Government has begun listening to you again. The
voice of the people is finally getting through. Millions
of Democrats and Republicans, from every profession; every
background, and every region of this land, have made
Washington understand that it's time to clean up its act.
That it's time to bring common sense and plain dealing back

into government. And that the way to start doing that is

—

—
by changing just one little two-letter word: 'control "by"

government, to control "of" government.

o

Lrond
ﬁ@&f, I think we're making progress. Some would even

say historic progress. Because with the cooperation of

X
X
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Democrats and Republicans, we've done more in a shorter
period of time to set our economy on a sound footlng than

. mCm?E,v: o'(\rrc

any government in the past 50 years.” Right now,]House and /}(
——. /

Senate Members are putting the final touches on a budget

bill that includes more than $140 billion in savings.

— - — — — S — —_—
These spending reductions will be shared by all Americans.

— _— — — —_— — — —_— —
And they will also benefit all Americans, or th¢t cause the

—

rate of inflation to begin to decline. We are already seeing

the first signs that lowg inflation is on the way. /(

- What this proves, I think, is that ouf'system can work

and will work when we make it work. It proves that Democrats

and Republicans can place principle over politics . . . and

that we can all have a government that lives within its /)(
means again and that kee;s its commitments to us.

All this sound encouraging to know. But in truth, it's

just the first step of a long climb up a mountain of problems --

problems that result from years of government mismanagement. ?Q
L —_— — ——' R
The kind of mismanagement that left us w1th chronlc inflation,
— - - — -
punishing taxation, record-breaking interest rates, more than
I - — — —_ — -
8 million people unemployed, 19 unbalanced budgets in the
- = N L - -— T . —
last 20 years, a ‘antional debt nearing $1 trillion and
—_— -_— —_

regulation run wild.
Yes, we have begun to get spending under control . . .
But we're still a long, long way from getting government back )<

under control. So tonight I want to speak to you about two

other challenges we face. Both important, both serious, and

l/‘/( Lo - L -
both in g-_1 need of our Wul*» aie
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The first, and it is the highest priority of my

Administration, is restoring the integrity of the Social

Pssgd Security system -- that precious lifeline for millions of‘fﬁi
1o e e gy e fhe, — -
cleme elderly,Aorphaned andAdlsabled. The 36 million Americans
e — — —"

/ - . i3
who depend on Social Security expect and are entitled to
prompt bipartisan action to resolve its financial difficulties.

Older Americans have always been (; community asset.

/ h . -
7%,47&mu&wm They must never become a national problem. The last thing
. Sen. fowerd Bo < B =

SeA. f“rm”‘/the need right now is the kind of cynical political

Lo R e = e T = E

J &“7nw Jto maneuvering being used by some 1nACongress to play on their

yf"({' cJ 33

Dssopd“ fears. Rather than exploit the Social Security problem, we
1he
should be working together to solve it; and I call on ,Congress

tonight to join me in doing just that. -

-~

Make no mistake: a problem does exist, it is ‘serious,
/‘/
and the American people know it is serious. A recent
— — — — — — —_——
New York Times—-CBS poll showed 54 percent of today's workers

e — -— -_— — a— — — pr———
doubting they will ever collect Social Security when they

/
retire.

— —_— —_— — —
Changes in demographic patterns and the increasing

—_— —_— — — S J— — i
trend toward early retirement are combining to make funding
- - " — — _—
of Social Security more difficult. The problem is fewer
— - — o w—— s s g cmm—
and fewer workers trying to supoort more and more retirees.
— — — — —
In 1950 there were 16 working people contributing to

— —_— - — il - — -
Social Security for every one retired beneficiary. By

7 — — — — T — T — —
1960 the ratio had droppred to 5 to 1. Today it is down to
— ~ — - — — - — - — —_
3.2 to 1; and, within just 50 years, it will have dropped
P A
to 2 to 1.

X7

X

X
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No matter whose economic forecasts we use, we can't
escape one harsh fact: ©Unless legislative action is taken --
and taken soon -- the Social'Security program will be unable
to meet its commitments to millions of Aﬁericans;

If Congress does nothing, then by the fall of 19821.thera
will not be enough money in the OASI Trust Fund to pay benefits
to'retireeé, to widbws and to orphan children and their mothers.
And if Congress persists in shirking its obligations, the
problem will only get worse, and worse, and worse. Within
the next 5 years, the Social Secufity deficit could increase
to $111 billion. Within 75 years, it could climb to $1.5 trillion —--
half again as large as our national debt.

So what's the answer? Well, some in Congress accuse us
of being too pessimistic . . . of exaggerating Social Security's
potential revenue shortfalls. They say we should simply dip
into general revenues to bolster the fund when necessary.
There's only one problem with that: We don't have any general

revenues to dip into. What we do have is a nearly $60 billion

deficit. So, more borrowing is not the answer.

Nor is higher taxation. 1In 1977 Congress passed a
$227 billion tax increase —-- the single-biggest, most monstrous
tax increase in peacetime history. And many of those are

calling us too pessimistic now were also busy reassuring us
back then. When many people, including myself, said this
huge tax increase was the wrong way to go, they answered that

it would keep Social Security solvent for more than 50 years --
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til 2030. That was just 4 years ago. Today, we're right
back in the same mess we were in.

We can't afford to keep taking chances. We can't afford
to be wrong about a system so impbrtant to so many peopie. r
Now during the campaign, I made a pledge, and I will repeat
it tonight: We must do nothing to hurt those presently dependent
on Social Security checks; But for the sake of future recipients,
we must also move immediately to restore the integrity of the
program.

For starters, we wantlto elimiﬁate some of éocial Security's
most flagrant abuses. For example, in today's system a person
can be out of work for 5 years and still qualify for disability
insurance. I know of no proviate insurance system in the world

where you can collect disability insurance 5 years after you

stopped paying your premiums. Government inspectors believe
as many as one of every 5 people on the disability rolls today
may be ineligible.

Now much has been made in the press of our attempts to
reduce the grants for those who retire early. What the press
never seemed to point out was that our plan called for
reducing the percetage of total grant the early retiree could
receive from 80 percent to 55 percent . . . but then by
working only one year and eight months, the early retiree
could at some point when he is still 63 take early retirement
and get his 80 percent of the full retirement benefit. Think

of it this way: That one year and 3 months difference could £
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make all the difference in the survival of the system. Now,
certainly some people nearing agé 62, and having made plans
for early retirement, would be caught by our proposal.
So in deference to them, we're perfectly willing to consider
a more phased-in approach.

Here's another point: Present law calls for the Social
Security tax and the amount of income subject to that tax

to increase several times between now and 1986. Our plan

calls for eliminating those increases which are now more

burdensome for most workers than the income tax, and even
reducing, after a few years, the present Social Security

tax. To the young person just starting in the labor force,
and working to retirement age, this tax reduction alone would
mean $33,000 of additional income which he could put to
better use for himself and his family.

Let me add that our plan would solve both the short
and long-range funding problems of Social Security, without
pushing up the age of retirement to 68, which is what one
program in the Congress suggests.

I did not create the Social Security mess. But as

President I must and will deal with its consequences. So,

as I said earlier, it is unfortunate there are people who
would rather exploit the issue than work together to solve
it. But let me simply remind them of one thing: All the
political rhetoric and demogoguery in the world will not
secure on additional dollar of Social Security benefits for

your constituents. So isn't it about time that the Congress
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lay aside partisan politics and join me in a constructive
effort to put Social Security on ; permanently sound financial
basis? Nothing more is needed; nothing less will do.

Finally, I'd like to talk to you tonight about another
problem that is close to my heart, and that is certainly
close to everyone's pocketbook. And that's the problem of
taxes. Now perhaps all the recent quarreling over taxes
has got you a bit confused. I don't blame you. - But let
me cut through the fog with on indisputable fact: Our
bipartisan coalition offers a real tax reduction; the House
Democratic leadership offers only another make-believe tax
cut that dissolves into huge tax increases.

A lot of people have not understood this point because
the Democratic leadership keeps comparing all of their bill
with only part of ours. Well, not tonight.

It amazes me that they can look you in the eye and say
"we're reducing your taxes." Because as you can see from this
chart, we propose a full 25 percent reduction -- enough to
offset the built-in tax increase of nearly 22 percent —-- but
they offer only a 15 percent tax cut, and no tax cut at all
for 1984.

And isn't it ironic that while the Democratic leadership
says it's too dangerous to give individuals like you a 3-year
tax cut, they have already committed themselves to cut
business taxes for ten?

Now, just recently they've begun talking about the

possibility of triggering a third-year tax cut if economic
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condifions improve. But by holding the people's tax reduction
hostage to future economic events; they will be removing
the certainty people need to begin saving or investing
more of their money -- precisely what is needed to get our
economy back on track. So a trigger is not a way to promote
and third-year tax cut: it's a way to preclude one.

And remember something else too: This trigger was
designed by people who don't believe in cutting taxes. As

a matter of fact, the House Democratic leadership appointed

the people to chair the committees which allowed the taxes
you pay to double in just the last 5 years. Think of that!

If I could paraphrase Will Rogers' line about never |
having met a man he didn't like, it seems too many of them
have never met a tax they didn't hike. You see, if we're
sincere about reducing taxes, then we have to do better than
the typical, one-shot, here-today, gone-tomorrow rebates
of old.

We must make the people a commitment. The kind of
commitment that says if you work or save more tomorrow than
you did today, then your reward will be higher. More of
every added dollar you earn will be yours to keep. This 1is
why it is so important that we reduce tax rates, and that
we reduce them. for 3 consecutive years.

And for all of you who work hard for your families,
and who could succeed over time in raising your incomes,
we must make another commitment. We must not allow your

rewards and your spirit to be crushed by tax rates designed
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only to feed an already bloated ngeral budget. So, in

addition to reducing tax rates fgr 3 years, we must also reduce
them across-the-board. Only then can we look you in the

eye and say, "We are providing real incentives that will

help all Ameficans create, share and build in a new prosperity."
Only then can we truthfully say, "We are making a commitment

to your future, and not just to the next election."

We make these commitments without qualifications. - They

offer you half a loat and less than a promise. Look closely
at these charts which show what the real tax payments will
be fof;income earners between $15,000 and $30,000 under the
2 bills. The dotted line is theirs. Yes, it goes down,

as they have boasted, a little more sharply in the first
year than ours. But then look what happens. You quickly
come to the point where their tax cut stops and starts going
up again. The simply give up and permit Social Security tax
increases and bracket creep to take over. But notice how
our line keeps descending, then levels off under the impact
of indexing. This orange space is the last money that will
remain in your pocket if our bill passes, or leave your

pocket it theirs does.
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MEMORANDUM

THE WHITE HOUSE

WASHINGTON

MEMORANDUM FOR THE PRESIDENT

FROM: Speechwriting Research Department

VIA: Anthony R. Dolan

DATE : July 27, 1981

SUBJECT: RECOMMENDED CHANGES ON TELEVISION ADDRESS DRAFT

Page 1 paragraph 3 Paragraph needs to be changed to avoid

conflict with the elimination of
Social Security benefits presently
being handled by Conference Committee.
More stress should be placed on fact
that no "earned benefits" will be
eliminated as opposed to "unearned
benefits" which are being eliminated.
(Source: Paul Simmons, Deputy
Commissioner, Social Security Admini-
stration, 245-7654.)

Page 2 paragraph 3 Add "an estimated" to "$100 billion
to the cost of things we buy" for
clarification.

Page 3 paragraph 3 Substitute "19 out of the last 20 years"
for "10 out of the last 20 years."

Page 4 paragraph 2 Substitute "recent poll shows that a
year and a half ago..." for "recent

poll shows that a year ago...".

Page 6 paragraph 3 Insert "It has been estimated that..."
before "If you earned $10,000...".
Substitute 1972 for 1971; substitute
19,860 for 19,850; change tenses to
read "come April 15, 1981, you found
your tax rates had increased 33 percent."




RE:

Page

Page

Page

Page

Page

Page

Page

RECOMMENDED CHANGES ON TELEVISION ADDRESS DRAFT
2

8 paragraph 1 Substitute "almost 20 years" for
"more than 20 years" to accomodate
Kennedy tax cut in 1964.

8 paragraph 2 Cannot substantiate "democratic
leadership declared a tax cut was
out of the question." Suggest
"there were those who declared..."
and deletion of sentence "That was
in January."

8 paragraph 3 Change "the leadership discovered...”
to "the Democratic leadership
discovered..."

8 paragraph 4 Economic model at Treasury Department
is being rerun to substantiate the
$7 billion figure.

10 continuing Suggest change in lines 2 through 5
paragraph, to read "As you can see, for people
line 2 earning $15,000 a year the committee

tax cut is slightly more generous
than ours -- for the first 2 years --

then taxes start going up..." to
accomodate chart Treasury prepared.

11 paragraph 5 Suggest change from "...in the
beginning didn't want a tax bill..."
to "...in the beginning didn't want
a tax cut..."



MEMORANDUM

THE WHITE HOUSE

WASHINGTON

MEMORANDUM FOR ANTHONY R. DOLAN

FROM: Daryl S. Borgquist {34
Julie A. Cave L
Misty L. Church o
DATE: July 26, 1981
SUBJECT: SUBSTITUTE PARAGRAPH ON SOCIAL SECURITY
Some suggested remarks for the third paragraph on page 1

from

Paul Simmons, Deputy Commissioner of the Social Security

Administration (245-7654):

Our next priority after the tax bill has got to
be to make sure that our Social Security system 1is alive
and well and here to serve you and your children and
their children for generations to come. I pledged to
you in my campaign, and I pledge to you now as your
President, that I will work with the Congress in the
months to come to make that happen. We will have a
bipartisan plan to rescue the system. We will do it
without taking away your hard-earned benefits. We will ,
do it in a way that preserves the basic benefit structure
of the system. Those who have paid into Social Security
all of their working lives must be confident that their

hard-earned dollars will come back to them.f/f




SIGNIFICANT CHANGES
INTAX-CUT PROPOSAL

FORMAL RESPONSE TO REAGAN

Congressmen Back Rise in Military
Funds but Say Tax Reduction
Would Worsen [nflation

By MARTIN TOLCHIN
Spacial to The New York Times

WASHINGTON, Feb. 20 — In a formal
response to President Reagan’s economic
package, Congressional Dernocrats said
today that they would propcse major
revisions in the President’s tax plan and

| lesser changes in his proposal for $41.4
billion {n budget cuts.

The Democrats said in televised re-
marks that their party regarded the
President’s proposal, which would pro-
vide a I0-percent-a-year tax cut over

| | three years, as inflationary and inequita-
ble and preferred a cut that they said
would more effectively increase produc
tivity and jobs. They also expressed con-
cem that the budget cuts were tilted to-
ward the rich at the expense of the poot.

But the Democrats praiséd President

‘ Reagan's ‘‘initiative,"” acknowledged

« fired for the first time that he had presented a bold new plan,

e _ and welcomed his offer of a partnership
with Democrats and Republicans in Con- .
WL | gress. *‘There is much in the President’s
PE‘ J R OR program that most of us can enthusiasti-

cally embrace,” said Representative Jim

11 QUTPUT G o8 == =

Cut in Regulations Favored

The Democrats’ remarks, which of-
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the estimated budget of $654.7 billion for

| the current fiscal year, but $41.4 billion
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| a half, Saudi Arabia indicated | froesn Monday through Friday of next
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|= a day, to about 8.3 million, ac- | Representative Wright said that the en-
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ma.rts that their party regaraed tne
Pnsideut s proposal, which would pro-
vide a 10-percent-a-year tax cut (vor
three years, as inflationary and 1100012,
ble and preferred a cut that they said
would more effectively increase produc-
tivity and jobs. They also expressed con-
cern that the budget cuts were tilted to-
ward the rich at the expense of the poor.
But the Democrats praised President
Reagan's “‘initiative,”” acknowledged
that he had presented a bold new plan,

. and welcomed his offer of a partnership
 with Democrats and Republicans in Con- .
gress. ‘‘There is much in the President’s

program that most of us can enthusiasti-
cally embrace,” said Representative Jim
Wright, Democrat of Texas, the House
majority leader.
Cut in Regulations Favored

The Democrats’ remarks, which of-
fered few specifics, came in response to
the President’s proposal for a $695.5 bil-
lion budget for the fiscal year 1962, which
begins Oct. 1. This would be higher than
the estimated budget of $854.7 billion for
the current fiscal year, but $41.4 billion
below what the Reagan Administration
said current programs would cost if no
€8 | changes were made in the Carter Admin-
istration’s budget for fiscal 1982.

Pushing ahead with its public felations ~

campaign to persuade Congress to accept
Mr. Reagan’s proposals, the Administra-
tion announced that Cabinet secretaries
would hold a series of news conferences

| from Monday through Friday of next

week. [Page 9.}

Representative Wright said that the en-
thusiasm for the budget package at the
Capitol extended to the President's
proposals for “‘refurbishing the nation's
defenses, encouraging private invest-
ment to modernize America’s industrial
machinery, lifting the burden of unneces-
sary Government regulation, cutting ex-
penses and restoring more local control
over the schools.”’

‘Better Off Than 20 Years Ago®

But he termed ““hardly warranted’” the
President’s assertion that the nation
faced its biggest economic crisis since the
Depression. ‘“The average person is far
better off today than 20 years ago,”” Mr.
Wright said, contradicting a statement
by Mr. Reagan in a Feb. 6 speech that
‘‘we are very much worse off” than in
1980.

Mr. Wright's remarks, and those of
Senators Lawton Chiles of Florida and
Gary Hart of Colorado, were made in
separate 30-minute question-and-answer
presentations produced by ABC News
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Uemocrats to Seek Changes in Reagan Plan
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President’s package 1s the tax cut,” he
11111 on the ABC New: program. “This 1s
a gamble It is based upon an economic
theory, and that’s all ”

Mr. Hart questioned the wisdom of
linking the budget cuts, which he consid-
ered anti-inflationary, with the tax cuts,
which he considered inflationary.

‘“The American people are very
smanrt,"” the Senator said. * They don't un-
derstand going down two tracks at the
same time. That’s where the problem in
this program lies.”

Alterations In Tux Plan

Mr Wright pledged that “we «il! alter
the tax package so that it won't be so
inflationary, and in fact we'll have a tax
viv ko that will be deflationary ™ add-
S 1 won't L soinequitable !
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able to bhelp themselves,” Senator Hart
said

“l think it's clear to all of us that
there’s a solid majority on both sides of
the aisle to control Federal spending,”
Mr. Hart continued. “Wew-ntapmglm
that is not partisan. If the President helps
us bujld a consensus that is fair and bal-
anced to our society, then I think we can

controi that spending.”’

Stockman Questioned Closely
In the same vein, David A. Stockman,
director of the Office of Management and
Budget, was closely questioned at a hear-
ing by Representative Henry S. Reuss,
Democrat of Wisconsin, chairman of the
Joint Economic Committee.

“The largest budget cuts fall very
heavily on those on the margin of pov-
erty,"’ Mr. Reuss told Mr. Stockman at a
committee meeting this moming. *‘By
contrast, the largest tax cuts are those
being given t6 the very affluent The
question is whether our social fabric can
stand such = redistribution from the
have nots 1o the haves. The rich oxes
could stand a little more goring "
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and the airline, trucking, rail and com-

ported by tough action.

Ensuring Economic Strength

During the last decade our natfon has
withstood a series of economic shocks
unprecedented in peacetime.

The economy has proved to be re-
markably resilient. Real output has
£rown at an average rate of 3 percent
per yvear since 1 took office, and em-
ployment has grown by 10 percent. We
have added about 8 million productive
private sector jobs to the ‘economy.
However, unacceptably high inflation
~— the most difficuit economic problem
T have faced — persists

This inflation, which threatens the
growth, productivity and stability of
our economy, requires that we restrain
the growth of the budget to the maxi-
mum extent consistent with national
security and human compassion. I
have done so in my earlier budgets, and
in my fiscal year 1982 budget. How-
ever, while restraint is essential to any
appropriate economic policy, high
inflation cannot be attributed solely to
government spending. The growth in
budget cutlays has been more the re
sult of economic factors than the causc
of them.

We are now in the early stages of eco-
nomic recovery following a short reces-
sion. Typically, a post.recessionary
period has been marked by vigorous
economic growth aided by antireces-
sionary policy measures such as large
tax cuts or big, stimulation spending,

programs. I have declined to recom-
mend such actions 10 stimulate eco-
nomic activity, because the persistent
inflationary pressures that beset our
economy today dictate a restrained fis-
cal policy.

Accordingly, I am asking the Con-
gress to postpone until January 1, 1982,
the personal tax reductions I had
earlier proposed to take effect on Janu-
ary 1 of this-year,

However, my 1982 budget proposes
significant tax changes to increase the
sources of financing for business in-
vestment. While emphasizing the need
for . continued fiscal restraint, this
budget takes the first major step in a
long-term tax reduction program de-
signed to increase capital formation.

The failure of our nation's capital
stock to grow at a rate that keeps pace
with its labor force has clearly been one
cause of our productivity slowdown.
Higher investment rates are also criti-
cally needed to meet our nation'’s
energy needs, and to replace energy-
inefficient plants and equipment with
new erergy-saving physical plants.
The level of investment that is called
for will not occur in the absence of poli-
cies to encourage it.

Therefore, my budget proposes a
major liberalization of tax allowances
for depreciation, as well as simplified
depreciation accounting, increasing
the allowable rates by about 40 percent.

Carter Warns of Unemployment,

invasion of Afghanistan and the imposi-
tion of a puppet government have high-
lighted in the starkest terms the darker
side of their policies -~ going well be-
yond competition and le@ttimate
pursuit of national interest, and violat-
ing all norms of international law and
practice.

Bilateral
Communication

U.S.-Soviet relations remain strained
by the continued Soviet presence in Af-
ghanistan, by growing Soviet military
capabilities and by the Soviets' appar-
ent willingness to use those capabilities
without respect for the most basic
norms of internatfonal behavior.

But the U.S.-Soviet relationship re-
mains the single most important ele-
ment in determining whether there will
be war or peace.

Poland

Now, as was the case a year ago, the
prospect of Soviet use of force threat-
ens the international order. The Soviet
Union has completed preparations for

intervention

a Wble military

/=178l

The fiscal year 1982 Budget | have
sent to the Congress continues our four-
year policy of prudence and restraint

In 1975, before I took office, the
budget deficit equaled 4 percent of
gross national product. It had been cut
to 2.3 percent in the 1980 fiscal year just

| ended. My 1982 budlzel contains a defi-

~{f i v he Thee than ) peEreent

A

The Soviet Union has buiit a war ma-
chine far beyond any reasonable re-
quirements for their own defense and
Security. In cofitrast, our own defense

ing declined in real terms eve
year from 1968 through 1976. *
We have reversed this decline in our

EDUUZC

" own effort. Every year since 1976 there

has been a real increase in ocur defense
spending, and our lead has encouraged
increases by our allies. With the sup-
port of the Congress, we must and will
meke an even greater effort in the
years ahead.

The fiscal year 1982 budget would in-
crease funding authority for defense to
inore than $196 billion. This amount, ..
gether with a supplemental gequest for
fiscal year 1981 of about $6 billion, will
more than meet my Administration’s
pledge for a sustained growth of 3 per-
cent in real expenditures and provides
for 5 percent in program growth in fis-
cal year 1882 and beyond.

The trends we mean to correct can-
not be remedied overnight; we must be
willing to see this program through To
ensure that we do so I am setting a
growth rate for defense that we can
sustain gver the long haul.

W@u%&-

The 1982

in the Federal budget 1s the nsing cost
of retirement programs, particularly
Social Security. We face other impor-
tant domestic needs: to continue re-
sponsibility for the disadvantaged; to
provide the capital needed by our cities
and our transpogtation systems; to pro-
tect our environment; to revitalize
American industry, and to increase the
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Compurison of Tax Rate Sehedules under Present Law, the Ways and Means Committee Proposal
and the Senate Finance Committee Proposal

Joint Returns

Present Ways and Means Commitcree : Senate Finance Committee
Taxable income brackets Law proposal 1/ : ‘proposal
1982 : 1983 : . 1984 : 1982 ;1983 . 1984
Below $3,400 0 0 0 0 0 0 0
3,400 - 5,500 147 13X 112 112 122 11% 112
5,500 - 7,600 16 14 13 13 14 13 12
7,600 - 11,900 14 15 14 14 16 15 14 9
~11,900 - 16,000 21 19 18 N1y 19 17 <2 ™6 (|70
16,000 .- 20,200 24 21 19 19 22 19 16
20,200 - 24,600 28 23 22 227 25 23 22 n.&
24,600 - 29,900 32 28 25 25 29 26 25 o f
29,900 - 35,200 37 34 34 4 33 30 ~¢ w28 ﬁ 6
35,200 -~ 45,800 43 41 41 NG L 39 35 - N3 29 ’U
45,800 - 60,000 49 49 48 48 44 40 B s
60,000 - 85,600 54 53 co 50 50 49 44 42
85,600 - 109,400 59 58 50 50 50 48 45
109,400 - 162,400 64 60 50 - 50 50 50 - 49
162,400 =~ 215,400 oH 60 50 50 50 50 50
215,400 and over 70 60 , 50 50 S0 50 50
Offlce of the Secretury of the Treasury &, July 15, 1981

Office of Tax Analysis

1/ Taxable income bracket amounts shown must be Increased by $400 under the Ways and Means Committee Proposal
to conform to their proposed increase in the zero bracket amount trom $3,400 to $3,800 beginning in 1982,



THE LIBRARY OF CONGRESS

July 8, 1981

Ms. Brown:

With reference to our telephone con-
versation yesterday, I enclose a copy of
Carl Schurz' speech of May 30, 1860, The
quotation in question begins at the

bottom of the first page and following...

Donald A. Bas¥erville

287-5516
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REPUBLICAN NOMINATIONS.

" sPEECH
CARL SCHURZ,

MILWAUKEE RATIFICATION MEETING,

ON WEDNESDAY EVENING, MAY 30, 1860.

1

Mr. PrESIDENT AND GENTLEMEN :

As one of the delegatés who had the honor to répresent the Republicans
of Wisconsin in thé National Convéntion, I feel called upon to give you a
brief account of our doings and of the views which guided us in our course.
We have faithfully endeavored to do our duty, as we understood it, and 1
ath bold etiough to assume that our understanding of it did not differ from
yours. ‘

We went there not only fot the purpose of subserving the interests of
the party, but above all of Joromdting the interests of our cause. -~

The question to be dolved at Chicago, as we understood it, wns not only
how we could beat the Democtacy, but whether a defeat of the Democracy
would be a victory of Republicanism. We do not forget that there are
triumphs which are no victories, and that such triumphs, dangerous and
treacherous as they always will be, may become even worse than defeats;
for, being the triumphs of politicians instead of the cause, they will loozen
the moral bonds which hold a party together, and substitute in their place
the mere cohesive power of public plunder. '

We are well aware, that for some time previous to the meeting of the
National Convention, in some Republican newspapers, in speeches and pri-
vate circulars, ali extreme tenderncss was shown for the ptejudices and rus-
ceptibilities of those, who had never dcted with us, while muchi less regard
was paid to the feelings and preferenices of the Republicin masses. We
expected to see this policy urged upon the National Convention, and we
were determinéd to present to it a bold and unflineliing opposition. For,
wo thought we appreciated the'true element of our strength. We knew
that mere drill and discipline, and party dictation would never drive the Re-
publican masses into silent obedience to the mandates of that convention, if
those mandates run contrary to the popular conscience. We kept in mind
that the Republican party had sprung from the indignation of the people
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name as high as possible,  Nor did we follow the example of those who
changed their votes ufter the decisive ballpt, before the final result waa
annopnced ; not us though we had been opposed to Mr. Lincoln, than whom
therq is mo truer man in the nation, but because we thought we owed it
to our old chieftaa, that, if fail we must, he should withdraw yith the
honors of war, surrounded by an unbroken column of true gnd devoted
friends. So New York, Wisconsin, Michigan snd some delegates from gther
States, stood together to the last, Thus was this debt of honor .dis-,
chyrged ; we considered it hopestly due, and it was honestly paid.

I need hardly, say, sir, that when the motion was made to make Mr.
Lincoln’s nomination unanimous, we seconded it without any sacrifice of
feeling, and when it was carried, we heartily joined in the general enthu-
#aan. We had not gone there, to have our candidate nominuted or none ;
but with the royal intention to subordinate our individual judgment to the
judgment of the majority, provided the convention asked of us nothing incon-
sigtent with gur consciencesas anti-Sluvery men, and the dignity of the Repub-
lican ¢puse, And I do not hesitate to say, that if Gov. Seward had not been
in the field, Mr. Lincoln would, uuless I mistake the temper of our pgople,
in ull probability, have been the first choice of Wisconsin,, Although Gov.
Seward failed, Mr. Lincoln’s nomination nailed the good old Republican
bpnner to the mast as boldly and definantly as ever. |

Mr. President, I had the honor to be a member of that committee who,
were to carry to Mr. Lincoln the ofticial announcement, of his ngmination.
The enthusinsm with which we were received at Springfield was boundless.
There we saw Mr. Lincoln’s neighbors, and it became st once apparent that
those who knew Lim best, loved and esteemed him most, And then I saw
Mr, Lincoln aguin, for I had met him before in thgt memorahle senatorial
campaign in Illinois, when he, as a man of true and profound couyictiong,
although digcountenanced and discouraged by many lgading Republicans,
who thonght it good policy to let Mr, Douglas return to the Sepate without,
opposition, threw himself forward for the imperiled purity of our principles,
grusped with a bold hand the Republican bunner, which was in danger of
sinking into the wire of compromise and unnatura] combingtions, and held,
it up proudly aloft in one of the fiercest struggles the country ever wit-
nessed. I met him then, in the thick of the fight, when he bearded the
lion of demagogism in his den, when the brilliant sallies of his wit and
sarcasin drew shouts of delight from the multitude, when the thynderbolts
of his invective rattled triumphantly against the brazen frout of Stephen A.
Douglas, when the lucid, nnanswerable logic of his arguments inspired every
patriotic heart with new confidence in tﬁe justice of our cause, and when
under his powerful blows the large Democratip majority of Iilinois dwindled,
down to nothiug. Therg I saw him do what perhaps no other man in the
nation would huve done. There I learned to confide in the patriot and the
defender of profound convictions, to esteemn the statesman aud to love the,
man.

And, now, I saw him again, surrounded by the committee of the national
convention who had come to lay in his hands the highest -honor and the

reatest trust which a political party has. to bestow—an honor which he
d uot thought of in his hard fought batfles, which he had not eraved and
had hardly been sanguine enough to expect. There he stood silently listgn-
mg to the address of our chairman ; his eyes dowgeast; in his soul, perhups,
8 teeling of just pride struggling with the overswing consciousness of respons
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sibility. Then he answered, thanking them for the honors bestowed upon
him and accepting the leadership in the great struggle, not with the exulting
tone of one who.has achieyed a personsl triumph; not with the pompous
oirs and artificial dignity of one who is conscious of standing upon the great
stuge of the world, but with that unaffected modest simplicity of a man who
is strong in the consciousness of his ahility and his honest intention to do right.

Muuny of those who now surrounded him had voted for other candidates in
the convention, and some, still laboring under a feeling of personal disap-
wintment, had come there not without some prejudice unfavorable to Mr.
Liucoln. But when they saw a man wha had worked lLijs way from the
humblest station in life to his present eminenge, not by fast speculations or
wlventurous efforts, not on the wing of good luck, but by quiet, steady labor,
ungwerving fidelity to principle and his'private and public duties, by the
vigor of his geniug and the energy of hig cliaracter—the man who hed woen
the confidence of the people and was now lifted upon the shicld of a great
uational party, not by ingeunious gombinations and adroit management, but
by the pu{:)ular instinct—unfettered by promises, unpledged to anybody and
guything but the people and the welfare of our cou:ntnY. his handa free to
curry ont the honest dictateg of his pure conscience, & life behind him, vot
puly above reproach, but ahove suspicion, a problem beforg him, fur the
slution of which he was eminently fitted by the native yirtues of his charuc-
{ar, the high abilities of his mind, and a strong houest purpoge, then they all
felt, with thig r,ure and patriotic statesman, gll those great qualities would
return to the white house, which makes repyblican govegument what it ought

to be—a government founded upon virtue, And an Eastern delegate, who,

hud yoted againgt him in the eonvention, whispered to me in a tone of the
highest satisfaction: ¢ Sir, we might have done a more daring thing, but
wu certainly gould not have done & better thing.”

I cannqt find words sirong enough to designate the silliness pf those who
meeringly affected to see in Mr. Lincoln but a second or third rgte man, who,
like Polk and Pierce, had begn taken up merely for the purpose of expedi-
en¢y. Let them ask Mr. Douglas, from whosg hands he wrested the popular
mujority in Illinois ; let them gsk those, who once felt the magic touch of
his lucid mind and honest heart; let his detractors ask their own secret mis-
givings, and in their own fears they will read the cause of the joyand assur
auce of his friends. They whistle in ordes to keep up their coyrage; but,
wethinksg it is a doleful sound. So, then, we s(a.,pg before the people, with
thg platform of free lubor, and upon it a true resxesentative of {reg labor, aa
a candidate for the presidengy. On thig attitude we challenge our enemics
to the battle,

Qg our flank we are threatened by the Copstitutiongl Unipn—nondy-
soript; by that party of dry hearts and dead weights, who recently aasein-
bled at Baltimore, gnd, conscious of their ingbility to make a platform,
sdopted a sentence from a fourth of July oration as their common creed,
and will in all probubility circulate Mr. Everett's Mount Yernan papery s
their principal campuign doguments. They kngw no north, no south, nu
eust, no west, no anything, and least of all they know themselves. Sco
thym march on, ready to charge, gently and with forbearance, lest they step
upon somehody’s toes, and slowly and noisclessly, lest their own soKiiurs.
frightened by thejr own impetuogity, suspect themselves of sjnister designs—
for theirs is an army which by the uccidentul explogion of a percussion cup
might be thrown into the wost frightful disgrder. It is suid -that one u}'
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their candidates conteniplates declining the nomination,,  Lét him well pons
der what he is doidg. - Let him not, with his aceustomed yoshness in political
matters, skip over so awful a responsibility ; upon his resolution so or so may
depend a difference of five or ten votes at the next national election.

. &n front we fuce the Democracy. Thanks to the restless impatience of
Mr. Douglas’s ambition; and to_his priscrupulous duplicity, the emacratio
party is fust fulling to pieces, Indeed we ure greutly indebted to that man,
When, by the Nebraska bill, and the invention of the Eopular sovereignty
dodge, hé tried to gain the fuvor of the south, he helped build up the Repubs
lican party in the vorth; and when by refusing to acknowledge the logical
cansequences of his own position, he ttied to retrieve his fortunes at the
north, he disorganized the Democratic party at the south. And even lately
he demonstrated the existence of the irrepressible conflist more clearly and
forcibly, with due deference to Gov. Seward be it said, thun ten Rochester
speeches could huve done. He is like the fellow who, in order to get at
the apples that hung rathet high, eut down the tree. * Yes, that man has
done much of our work, and he did it voluntarily, gratis, for nothing. Let
us be houest enough to confesa it; for, sir, I renlly do not see why the
chuireh should refuse to acknowledge its obligations to the devil.

It is not owing to his laudable exertions that the Demoeracy have opened
the eampaign with two platforms and nary candidate 7 In fuct, when takin
all his kind services info consideration, I uin almost sorry of ever having sai
anything ageinst that man. : But the thing is done, and Mr. Douglas must
be satisfied with as humble an apology as I am able to offer,

The first attempt of the Democracy to unite upon’ a platform and tu
nominate o cundidate failed. Itecould not but fail so long as somé of then
ingisted on luying down a party creed that meant something: A Democratic
platform, in order to be sutisfictory, must mean nothing and everything, as
the Cincinnati platform did. But they will try ogain to repress the irre-
pressible conflict which rages in their own ranks, and as the day for doing
so they have with great propriety chosen the 18th of June, the anniversary
of the battle of Wuterloo. What the result of that Convention will be,
whether one of the contesting factions will carry the da{. or whether they
will succeed in uniting them, by conceding to one the platform, and to the
other the candidates, thus cheating each other in u;tempting to chéat the
people, is to me a matter of supreme indifference. The Democruts un.

doubtedly thought they had done a very smurt thing in adjourning their |

Convention without nominutiug a candidute, so as to deprive us of thd
supposed advantage of knowing what antagonist we had to deal with;
Without being aware of it, they have indeed done a great thing for us; fo
they huve obliged us to rely for success upon the'positive strength of our
cause, iustead of the sccidental weakness of an opposite candidate. And
in this noble and manly uttitude we stand before them the only united
National party in the land.

While the Union-savers did not dare to lay dowt a common party ereed

—while the Democrats, with uns¢rupulons duplicity, attempt to commita -

new fraud upon the people—the Republican party hus, with manly fearless
ness, procluimed its prineiples and nominated a candidate wha fuirly and
houestly represents them. We have undertaken to defeat our opponeuts,
not by coucession and subtérfuge, but by boldly and unequivocally re-
asserting the principles in which we bulieve.. We have undertaken to
disarm the prejudices thut ure ngninst us, not by pandeéring to them, but by

. scrupulous jealousy of principle, that will make us rather perish thau com-

~ And the signs of the times show that even in politics honesty is the Lest

¥

I wes to be the beacon of humanity.

W,
¥

pations and men, all of them for thousands of years engaged in the arduous

~ and rapidity, now falling back again exhausted and discouraged ; always
* ptruggling to disentangle their feet from the treacherous coils of despotic
" pule, and ‘always baffled in their efforts; so much noble blood spilled, so
- many noble hearts broken, so many noble aspirations turned into despair!

2t

* But half a century elapsed and this free government is ruled by a despotic

- deeper and deeper, and the hope of humanity sinks with it.

?

oppasing to them the langyage af truth, No greadiness of 8 speedy purty ¢ b
triumph has betrayed usinto the abandonment of a gingle position; ne desire K
to copcluda advautugeoys sllinneas has betrayed us intq a single compromise, i
I am proud to aay we have disdained to purchuge, ab the price of o single
article of our areed, tha suppart of that smal] set of amphibious politicinus
who claim to hold the balsnca of power, and whose office it aeewns to layp
heen, for yaars, {0 demorglize parties with their treacharoua promises of
aurport; of those heartless men who, when a whola' continent is on fije, i
:3 cul:;e with blopdliess cqnlpass from what side they can draw the greatest i
vantage, o X
They may feel big with the vain boast that they will he strong enougl tg
defent ugwmwe haye shown them unequivocslly enough, that they will vever
be strong euqugh to eorvupt ya.  We have, iudeed, invited the suppart of |
oll citizens, whatever their pavty affiliations may have bgen. Buy wa will :
pot gein it by false pretences.
ru}clples, we w_lll app_eul to their senss of right and jystice, we will agpaulg
eir unde.rat,@ndmga_thb irrefutable prguments, wa will starm their hearts
with solemn invacntians, hyt we have disdained to descend to ymbiguuyg
tricks, which would meke ug unwaorthy of heing supported by others.: .
Such js the Republican party:af tordey, -1t ia atrqug, far it peehs angd
finda its strength in the greatness of the cause it defends. It will be victo-
rious, for it deserves success, Its success will be a decisive triumph of our
cause, and if the worst should come, even a defeat would be a mere dcluy
of certain victory. And so we are ready to give battle, armed with that

promise the right; with that honest pride of conviction which springs from
s deep consciousness of good faith and a true devotion to a just cause,

policy, for all honest men who mean to do right, although they formurly
stood ngainst us, are fast flocking around our bunner. Listen to me a single
moment. , S_t&ndm' as we do on the threshold of great decisions, I cannot
suffer my mind to be engoged in the walls of this house, or in the narrow
lines of partg interest and party policy, not even in the boundaries of this
country. There is the wide world around us with its manifold races of

struggle for happiness and freedom, now advancing with spasmodic force

And in this. world of strife and anguish there arose this Republic, a
world of promise. It was the gospel of liberty translated into fuct. It
) : But alas! the oblivion of despotic
rule did not work the abolition of the baser passions of human nature.

|
|
4
i
|
d

interest, the Republic sinks into the mire of Slavery and corruption, sinks

: S The advocutey
of despotism predict its downfall from day to day, and proclaim with

~ exultation that the great experiment of human self-government has failed,
~ Itisic vain that the best nien of the nation, like the prophets of old, rise

up against the growing demoralization. They are sueered at and perse- ’
outed, or, at best, their efforts remain isolated and apparently fruitless.

'

We will speak to them the langunge of grupt i




8

Suddenly a gréat'startling ‘outrage is perpetrated ; the slave power, with its
train of “corruption and demoralization; shows itself in its na ed deformity,
and threatens to swallow down the whole future of the country in one gulp.
Now the popular conscience wakes up. The people of the North rise td
a lust great effort, The first attempt to rescue the development of the
Republic from the grasp of ‘that despotic power fails, bat the movement
grows in dimensions and intensity. - We press on and on, and the day of
deliverance is at hand. Oh, it comes at lust! How we have longed to see
it! Ilow we counted every minute by the ~imga,tient throbbings of our
hearts! We rally in formidable array; every fiber of our being trembles
with eagerness for the greatest of struggles; every' pulsation of our blood
beats the charge! We place ‘one of the purest, noblest and ablest men
of the nation at the liead of our army—victory is within our grasp!
No man in whose soul glows a spark .of sympathy with struggling
humanity, can now stand idle. No heart that was ever fired by the divine
breath of liberty, can now remain cold, t 8
Let Wisconsin stretch her hand across the great lakes and grasp that of
New York. Let it be known thet New York and Wisconsin, who stood
together to the lust for Seward in the Convention, will be the first and fore-
most in the battle for Lincoln and Liberty !
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~ PropERTY IN THE TERRITORIES,

e SPEECH

HON. BENJAMIN F. WADE,

OF OHIO,

Delivered in the Senate of ‘the United States, March 7, 1860,

The Senate resumed the consideration of the
following resolutions, submitted by Mr. Brown
on the 18th of January:

# Resolved, That the Territories are the common
'm?nrty of all the States, and that it is the privilege
f the cltizens of all the Btates to go into the Territo-
rles with every kind or description of property recog-

{gzed by the Constitution of the Unlted Btates, and
;uld wuder the laws of any of the Btates; and that it Is
tue coustitutional duty of the law-makin
wherever lodged, or by whomeocver exerclsed, whether
by the Congress or the Territorial Leglslature, to enact
sach laws a8 may be found necessary for the adequate
sad uulﬂclelltIFroteclion of such property.

» Resvlved, That the Committee on Territories be lu-
structod to insert, in any bill they may report for the
ergsnization of new Territuries, a clause declaring it
1o bs the duty of the Territorial Legislatare to enact
n: uate and suficlent lawse for the protection of all

n:(- of property, as above described, within thelimits
of the Territory; and that, npon ita fallure or refusal
 do so, it I8 the admitted duty of Congress to inter-
pose and pass such laws,”

The pending question was on the amendment
eficred by Mr, WiLkINsON, to strike out all after
the word “resolved,” where it first occurs, and
Inaert

“That the Territories are the c on property of
e poople of the United States; that'Congress has full
wor and authority to pass all lawe nocessary and
ar for the government of such Territories; and
Kln the exurcise of such ])uwer. it 1s the duty of
{ougress 80 to leglslate in relatipn to slavery therein
st the interests of free labor may be encouraged and
prodccted in such Territories. .
= Resdved, That the Committee on Terrltories be in-
shructed LO insert, in any bill they may report for the
wrgsnization of new Territories, aclause declaring that
tam shall be neither slavery nor involuntary servitude
such Territories, except in punishment for crime
whereof the party has been duly convicted."

Mr. WADE. Mr. President, these resolu-
tious bring up at once before the Senate two
distingt and opposite systems of labor and civi-
pastion. The resolutions which are proposed

ower,

- ¢
g

by the Democratic portion of the Seunate de-
dlare in favor of that one of those two systeina
which, in my judgment, is subversive of the
melioration %nd progress of human socicty on
this continent, The public mind, North, South,
East and West, is intensely engaged in making
its choice between that system and the scheme
of civilization which is asserted by the resolu-
tions submitted by the Republican side of the
Ohamber. I cannot, therefore, exaggorute the
importance of this debate. It is & very ex-
traordinary thing, Mr. President, that the loud-
est comgplaints of mesladministration of this
Goveérnment, and the nolsiest alarms of immi-
nent danger to the country, come from those
who, for a very considerable period, Liave had
possession of its vast revenues, control of its
mighty power, influeni of its agents and cli-
ents; equally at the capital and in every nook
and corner of the land, aud so have formed and
directed its policy, without encountering any
effective resistance or opposition. The Repub-
lican party has been always, as it is now, ab-
solutely powerless to impreas its principles on
the administration of the Government. It
stands by and looks on, wondering at the pro-
gress of Democratio administration; and won-
dering, most of all, at hearing those wlo have
conducted it entirely in their own way now
threatening to pull down the pillara of the
Union, and involve them all, with themselves,

‘ For Bars ot 7ux Oryioz or ruz Ausaxy Evenma Jouvawan Puick, pxe Bivarx Cory, 20,
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SUMMARY .

July 24, 1981

ECONOMIC RECOVERY TAX ACT OF 1981

HOUSE BIPARTISAN SUBSTITUTE PROPOSAL

Description of the Act 7

Individual Tax Relief

Across-the-board marginal tax rate reductions of 5
percent on October 1, 1981, with additional
reductions of 10 percent on July 1, 1982, and 10
percent on July 1, 1983.

The top marginal rate on investment income will be
lowered from 70 percent to 50 percent, effective
January 1, 1982.

The maximum rate of tax on capital gains will drop
to 20 percent for transactions occurring after
June 9, 198l1. The capital gains holding period
will be reduced from 12 to 6 months after
December 31, 1981.

Indexing of individual rate brackets, the perscnal
exemption and the zero bracket amount will begin
in 1985. These items will be adjusted to reflect
the change in the CPI.

Marriage tax penalty relief in the form of a 5
percent exclusion up to $1,500 in 1982 and a 10
percent exclusion up to $3,000 in 1983 and thereafter.

Americans working abroad will be entitled to an
exclusion of $75,000 as well as a housing allowance,
effective January 1, 1982. The exclusion increases
$5,000 per year for 4 years, to $95,000 in 1986.

Taxpayers who do not itemize will be able to take
a deduction for charitable contributions. The
deduction is limited to 25 percent of eligible
contributions in 1982, 1983, and 1984, 50 percent
in 1985, and 100 percent in 1986 and thereafter.
Eligibl= contributions cannot exceed $100 in any
year.




Individuals will be able to defer gain on the sale
of a principal residence if a new principal
residence is purchased within 2 years. The one-
time exclusion of gain for taxpayers age 55 or
over will increase from $100,000 to $125,000.

Business Incentive Provisions

-]

Effective January 1, 1981, under the accelerated
cost recovery system (ACRS), lO-year, 5-year, and
3-year classes of property will be written off
using rates that approximate the 150 percent
declining balance method through 1984. Certain
long=-lived utility property will be in a 1l5-year
class. For property placed in service in 1985 and
1986 and thereafter, recovery rates will be
increased to 175 percent and 200 percent, respectively.
Assets in the 3-year class will get a 6 percent
investment credit and those in the 5-, 10~, and
15-year classes a 10 percent credit. Taxpayers
can elect in 1982 to expense $5,000 annually,
increasing in stages to $10,000 in 1986.

All real estate will receive a l1l5-year audit-proof
cost recovery period and will be written off using
rates that approximate the 200 percent declining
balance method.

A liberalized leasing rule will be provided to
facilitate the transfer of the ACRS tax benefits
to companies which can utilize these tax benefits.

For small business additional benefits are provided:

-- Corporate rates are reduced to 16 percent on
the first $25,000 of income and 19 percent on
the next $25,000 in 1982, and to 15 percent
and 18 percent, respectively, in 1983.

-—- The investment credit limitation on used
equipment will increase from $100,000 to
$125,000 for 1981-84 and to $150,000 thereafter.

-- The maximum number of permitted Subchapter S
shareholders will increase to 25, and under
certain circumstances trusts will be permitted
to be shareholders.




-- The minimum accumulated earnings credit will
increase from $150,000 to $250,000.

-- Changes are made in the LIFO inventory
accounting rules to remove impediments to the
use of LIFO by small businesses. . In addition,
the bill provides that Treasury shall prescribe
certain simplifying changes in the use of
LIFO and prepare a study on LIFO inventory
and cash accounting.

To encourage research and development, a new tax
credit will be introduced, equal to 25 percent of
incremental R&D expenses (except overhead, indirect
expenses, and depreciation), effective July 1,
1981. Basic research contracted to universities
will also be creditable, as will contributions to
certain tax-exempt research organizations and
research funds. The charitable deduction will be
increased for the donation of certain research
equipment to universities. For all taxable years
following date of enactment, all R&D performed
within the United States will be allocated to
U.S.-source income.

The 10 percent investment tax credit for rehabil-
itation expenditures will be replaced by a credit
that is 15 percent for buildings that are at least
30 years old, 20 percent for buildings that are at
least 40 years old, and 25 percent for certified
historic structures, effective January 1, 1982.
Cost basis will be reduced by the amount of the
credit, except for historic structures.

The requirement that construction period interest
and taxes be amortized will be deferred until 1983
for low-income housing.

Employees will be entitled to favorable tax
treatment on stock options qualifying as incentive
stock options (ISO's). ISO's must be exercised in
the order granted. The maximum amount of options
eligible for ISO treatment will be $75,000 a year
except that options granted after May 21, 1976 and
before the date of enactment will be limited to an
aggregate $150,000.

Savings Provisions

® TIndividuals will have a lifetime exclusion of

$1,000 ($2,000 on joint returns) of interest paid
on depository institution tax-exempt savings




certificates issued after September 30, 1981 and
before January 1, 1983. Seventy-five percent of
the proceeds from these certificates must be
invested by the issuing institutions in financing
for housing or in agricultural loans.

Beginning in 1985, individuals can exclude annually
15 percent of the difference between interest
income and interest deductions (ignoring deductions
for interest paid on home mortgages and business
loans) .

° The present $200/$400 dividend and interest exclusion
will be repealed January 1, 1982; a $100/$200
dividend exclusion will be effective January 1,

1982,

The maximum contribution to an individual retire-
ment account (IRA) will be increased from $1,500
to $2,000, up to 100 percent of an individual's
earnings for the year. The maximum contribution
to a spousal IRA will be increased from $1,750 to
$2,250. Both of these changes will be effective
January 1, 1982.

Individuals who are active participants in an
employer-sponsored retirement plan will be able to
deduct up to $2,000 per year of contributions to
individual retirement accounts. Voluntary contri-
butions to employer sponsored plans will also
gqualify. Active participants will be able to
establish spousal IRAs with contributions up to

$2,250. These changes will be effective January 1,
1982.

The maximum deductible contribution to a Keogh
plan will be increased from $7,500 to $15,000,
effective January 1, 1982.

Energg

° The windfall profit tax credit for royalty owners

will be raised from $1,000 to $2,500 for 1981.
For 1982, 1983, and 1984, royalty owners will be
exempt from the windfall profit tax on up to 2
barrels per day, increasing to 4 barrels per day
in 1985 and thereafter.




The windfall profit tax on newly discovered oil
will be reduced from 30 to 15 percent, beginning
January 1, 1982. The rate will be 27-1/2 percent
for 1982, 25 percent for 1983, 22-1/2 percent for
1984, 20 percent for 1985, and 15 percent for 1986.
Stripper oil of independent producers will be
exempt from the windfall profit tax beginning in
1983. Percentage depletion for independent
producers will be retained at the 22 percent rate
for years beginning after December 31, 1980.

Interests of nonprofit child care agencies will be
exempt from the windfall profit tax.

A 15 percent residential energy credit will apply
for efficient woodburning stoves purchased after
July 24, 1981.

Estate and Gift Tax Relief

o

An increase in the credit against the unified
estate and gift tax to $192,800 will be phased in
over 6 years, exempting 99.7 percent of all
estates from the estate tax. This corresponds to
an exclusion of $600,000 in 1987.

The maximum estate tax rate will be reduced from
70 to 50 percent over 4 years.

The marital deduction will be unlimited, effective
January 1, 1982, as contrasted with present law,
which limits the marital deduction to one-half of
the adjusted gross estate or $250,000, whichever
is greater. The terminable interest rule will be
repealed.

The annual gift tax exclusion will be increased
from $3,000 to $10,000 per donee, effective

January 1, 1982. Certain gifts for medical care
and tuition will receive an unlimited exclusion.

Among the changes to current use valuation will
be an increase in the limit to $1 million over 3
years. The provisions dealing with woodlands
will be liberalized.

Other Provisions

-]

A series of provisions will substantially limit
the use of transactions such as tax straddles to
defer gains from noncommodity-related income or
to convert such income into long-term capital
gains.




Administrative changes include several increased
interest and penalty provisions, increased exemption
from individual estimated tax penalty, and safeguards
from disclosure of certain IRS audit data.

Corporate estimated tax payments will increase
from 60 percent to 80 percent of the current
year's liability where a corporation had income
over $1 million in any of 3 preceding taxable
years. -

Tier-II railroad retirement taxes will be adjusted
and borrowing authority will be provided for the
railroad retirement account against amounts to be
transferred under the social security financial
interchange. Existing law will be clarified as to
the basis on which railroad retirement tax liability
is determined.

Taxpayers will be able to write off over a 60-
month period the adjusted basis of motor carrier
operating authorities held on July 1, 1980 which
have decreased in value due to deregulation.

The expiring provision of current law with respect
to the tax treatment of state legislators will be
made permanent, ‘with several substantial modifications.

Through 1984, tax-exempt industrial development
bonds may be issued to finance buses, subway cars,
and similar equipment leased to mass transit
systems.

The targeted jobs credit will be available through
1983, and extended to youths involuntarily terminated
from CETA jobs and to WIN registrants. The credit
will terminate after 1981 for cooperative education
students.

Provision will permit taxpayers to defer including
in income the fair market value of restricted
property received for services until governmentally
imposed restrictions terminate.

The moratorium on the issuance of regulations on
fringe benefits and commuting expenses will be
extended through May 31, 1983.

Interest on certain obligations issued by volunteer
fire departments after date of enactment will be
tax exempt.




Example of Individual Tax Relief

The Economic Recovery Tax Act will provide substantial
relief to all taxpayers. The Act does this by sharply
reducing personal tax rates in 1982, 1983, and 1984.
Further, these tax cuts are protected against inflation by
indexing personal taxes in 1985. The following table shows
the effect of the tax cuts on a family of four earning
$25,000 in 1980 and receiving cost-of-living increases for
four years to earn $32,672 in 1984.

Family of Four Earning $25,000 for 1980

Tax Under _ Tax Reduction in 1984
Current Law - One Earner Couple: Two Earner Couple
1980 1984 Tax Tax Cut Tax Tax Cut
$2,901 $4,493 $3,455 $-1,038 §3,096 $-1,397
11.6% of 13.8% of 10.6% of 9.5% of
income income income income

After 1984 personal taxes will not be subject to bracket
creep. Thus, families whose income rises egually with the
cost of living (as in the one and two earner examples given
above) will find that the share of their income taken in
income taxes will not rise.




Summary of the Change in Fiscal Year Receipts Resulting From

the House Bipartisan Substitute Tax Program

($billions)

Fiscal Year
: 1981 : 1982

1985 : 1986

-146.9 -183.3

-47.0 -67.7

Personal tax provisions 0.1 -27.2
Business tax provisions -2.1 ~ -8.6
Total -2.0 -35.8

-193.9 -251.0

Office of the Secretary of the Treasury
Office of Tax Analysis

* Tess than $50 million.

Note: Details may not add to totals due to rounding.

Jaly 23, 1981
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Chenge in Fiscal Year Receipts Resulting From the Personal Tax Provisions
of the House Bipartisan Substitute Tax Program

($billions)

Fiscal Year
1982 : 1983 : 1984 : 1985 : 1986

1981

Across—-the—-board tax rate reduction
of 5% on Oct. 1, 1981 with additicnal
reductions of 10% on July 1, 1982

arﬁ 10% on July l, 19830051-0000-. - -2510 "‘64.5 -103.6 -'11907 -13704

Lower top rate to 50% on
Jan‘JaIy l, 1982...00---..-...--.-. - -lul "2-3 "'152 -100 -lc3

Indexing of the individual incame tax .
Starting JanuaIY 1' 1985-ut---naon - - - - "8.6 -2207

Marriage penalty relief (5% exclusion
up to $1,500 in 1982, 10% exclusion
up to $3,000 in 1983 and thereafter) - -0.4 -3.8 =7.0 -7.8 -8.7

Estate and gift tax provisions:

phased-in increase in the unified -

credit to $192,800 by 1987, with a

6=year phased-in reduction in the top

rate to 50% by 1985, unlimited

marital deduction, $10,000

annual gift tax exclusion, special

use liberalization and other

miscellaneouS.csssscssccssssassas - -0.2 -2.2 -3.2 -4.3 -5.6

Increase IRA limit to $2,000 ($2,250

spousal) and increase the

percentage limitation to 100%

(Januaz-y l' 1982)-¢-oo.¢nco-o--o' - -OQJ. -0-2 -0.2 —002 -'003

Extend IRA eligibility to covered
persons with a $2,000 ($2,250 spousal)
limit (Jan‘-zaxy l' 1982)-.--0000-. - —001 d -lﬁl -108 .204 -206
Increase Keogh plan limit to $15,000

(Jantxary l' 1982)....-........... — * -001 _002 —002 -002

Moratorium on fringe benefit
matims.....o.-oo-.ol.no.-o-- - s - - - -

Capital gain provisions: 20% top

rate on June 9, 1981 and reduce

the holding period for long-term

capital gains to 6 months

(January 1, 1982) veeeeeeernn.... - -0.2  -0.2 =0.2  -0.2 0.2




D

Change in Fiscal Year -Receipts Resulting From the Personal Tax Provisions
of the House Bipartisan Substitute Tax Program

St oa

(Sbillions)
Fiscal Year
° £ 1981 : 1982 : 1983 : 1984 : 1985 : 1986

'15% investment tax credit
for woodburning stoves and .
f‘m’a@slo-o‘oonoauoouncu ooooooooo -— -0-1 ’0-1 _001 -0.1 -001

$2,500 windfall profit tax credit ;
for royalty owners for 1981,

replaced by exemptions of 2

barrels per day in 1982-1984

and 4 barrels per day in 1985

al'ﬁ Ww-o.o.o--o-au..ocﬁtt - -102 -0o8 -0-9 -1.2 "'1-2
Exemption of child care agencies
fram the windfall profit tax..... * * ® * * *

Repeal $200/$400 interest and
dividend exclusion (January 1,
1982} s snwummnns cessacens - 0.8 1.6 - - -

$1,000/52,000 interest exclusion
for savings certificates issued
ﬂ‘ro@ 1982 ................. eoe - -0.5 -2-8 -104 = -

Permanent 15% exclusion

applicable to the first $3,000

($6,000 joint) of net interest

_ incame starting January 1, 1985.. - - - - -1.6 -3.4

Allow charitable contributions

above the line: 25% in 1982, 1983,

and 1984, 50% in 1985 and 100%

in 1986, {Percents

applicable to the first $100 of

contributions) c..ceeee.. N 0 B . - * -0.2 -0.2 -0.3 -0.4

Capital gains exclusion for sale

of perscnal residence increased

to $125,000; 24 month rollover

Pericd ..iceieeinceccscencccscnnes - * -0.1 -0.1 -0.1 -0.1

Interest and penalty provisions.. = * -0.1 0.1 * »

Phased-in increase in the de minimis
rule for estimated taxes ($200 in
1982 increasing $100 per year to

$500 in 1985 and thereafter)..... - * * . * *
Canmodity tax straddles -
(June 23, 1981) ceeneeceneen 0.1 0.9 0.5 0.6 0.8 0.9

Total, personal tax provisions.. 0.1 -27.2 -76.4 -119.5 -146.9 -183.3
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Change in Fiscal Year Receipts Resulting From the Business Tax Provisions
of the House Bipartisan Substitute Tax Program

(Sbillions)

Fiscal Year
1982 : 1983 : 1984 : 1985 : 1986

: 1981

Accelerated cost recovery
SYyStem .ccececcss cessesesessacse -2.1 -8.8 -17.0 =27.9 -41.3 -€2.0

Phased~in expensing of assets:
$5,000 in 1982 increasing
to $10,000 by 1986 .cceececens - =0.5 -1.0 -0.9 -0.8 -0.3

Small business corporate tax
rate reduction (Januvary 1,
1982) susuwsns o e - -0.1 -0.3 -0.4 -0.5 -0.5

Increase used property limit

for the investment tax credit

to $125,000 for 1981-1984 and .

$150,000 thereafter .....cc.c.. ® -0.1 -0.1 -0.1 -0.1 -0.2

Increase accumulated earnings
test to $250,000 (January 1,
1982) ooooooooooooooo eescessnssve - * -Onl -O-l -Ool —0'1

Phased-in reduction on "newly

discovered" oil: 27.5% in 1982,

25% in 1983, 22.5% in 1984, 20%

in 1985 and 15% in 1986 and

thereafter ...... v w0 e e e - * -0.1 -0.3 -0.5 -1.0

Freeze percentage depletion rate
at 22% for 1981 and thereafter. * -0.5 -0.6 =09 =1.1 -1.3

Exempt stripper oil production
by independent producers
(January 1, 1983)cececececcce. = = -0.3 -0.4 ~-0.4 -0.4

Phased-in exclusion of foreign
earned inccome with a housing
allowance ($75,000 in 1982

increasing to $95,000 by 1986) * - -0.3 -0.6 -0.6 -0.7 -0.8
Write—cff of motor carrier

operating rights....... - ® -0.1 -0.1 --0.1 -0.1 *
IDB's for volunteer fire

demmw..‘...‘..l.-...'... * * * * * *
Stock CpPtioNS..cececcecsassacs * | * * * * *

One-year extension of the
exeamption fram Sec. 189 for

low-incame housing.....- S
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Change in Fiscal Year Receipts Resulting Fram the Business Tax Provisions
of the House Bipartisan Substitute Tax Program

($billions)

1985

Sa~— l%

Railroad retirement tax changes.

Investment tax credit for
rehabilitation expenditure
with a basis adjustment

(15% for 30 years, 20%
percent for 40 years, and 25%
for historic structures)
(January 1, 1982)ccccecccccnscs

25% tax credit for incremental
research.and development
(June 1, 1981l) cccecescccsscccscs

Increased charitable deduction
for donation of research and

development equipment to
universitieS.cceccsrssccccscce

State legislator amendment....
Susan Long amendment.....ecee.

Speedup of corporate tax
payments by large corporations

Targeted jobs credit; extension
aldmificau‘m."'..“.......

IDB's for mass transit rolling
StOCK.cesesooceccsnss e e e S .

1IF0 inventory simplification..

Dividend reinvestment for
public utilities..cieecvecnccens

Total, business tax provisions

-0.2

0.6

0.7

-0.8

-2.1

-8.6

-67.7




