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(Elliott) July 24, 1981 
rY'lis~ 

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 ex~iting 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 "of" Government. 

control "by" Government, to 

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, ~ouse 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 upper-hand in the war against 

inflation. We are already seeing signs inflation has begun 

to 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 important, 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 sympat~y. 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 percent 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 p e rcent -- but they offe r 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 

f ind it perfectly a ll right to offe r business a tax cut 

every year for the next 7 years. 

And here's something else: Our reductions of 25 percent 

in tax rates become perma nent a fter 3 year s because we inde x 

the m. I n othe r words, your t a x rates will be tied to the 

cost-of-living index , so you will not continually - be pushed 

into higher tax brackets just b e cause your income is rising 

with inf lation. 

Bracket creep is an insidious tax . For example, if you 
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earned $10,000 in 1972, you needed to make $19,860 in 1980 . 
just to stay even with inflation before paying your taxes. 

But even if you managed that, you 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 $15,00Q 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 is 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 mat ter of f act, 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 othe r, 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 Ame rica's 

s e c ret weapon. The Hou se Democratic l eaders h i p s eems l es s 

concerned with protecting your family budget, than with 

spending more on the Federal budget. 

Our bipartisan tax bill targets t hree-q uarte rs o f 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 the 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 opponents 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 infl~tionary. 

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 that 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 b e 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 

s ecur e our future wi th a Social Security system t hat will 

not shatter the hopes of generations to come. 
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Our elderly look to us for l~adership. 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 OAS I 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 defic i t could increase to $111 billion. Within 75 

years, it could climb to $1.5 trillion. 

Some accuse us of being too pessimistic, o f 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. In 1977 the Congress passed a 

$227 billion tax increase -- the single-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 WBre in. I did not create 

this mess. But as President, I must and will deal with its 

consequences. 

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 r olls today may be ineligible . And 

some 400,000 retirBd Government employees are getting pensions 

from their employers plus an unearned windfall f rom Social 

Security. These kinds o f activities jeopardize t he 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 

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. 

Anoth~r 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 9ur 

economy, to make it strong again and to fulfill the promise 

that our Nation holds out to all citizens. 

back to our tax bill. 

This brings me 
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In a few days, the Congress ~ill 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 our 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 life 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 ~truggle 

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. 



(Elliott) ~/~~!}--- July 24, 1981 
Working Draft 

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 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. 

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 litt le two-le tter word: control "by" 

government, to control "of" government. 
::;;:;.- --

Well, I think we're making progress. Some would even 

say hi s toric p r ogre ss. Be cause with the cooperation of 

Democrats and Republica ns, we've done more in a shorter 
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/ ---- ---- ,,,------ ~- / ' 
period of time to set our economy on a sound 

.-----· 
footing than 
fr- u.-. .-. -; o {' ~ I -c_ 

Right now,~House and ~ gov~~ent -- . 
in the past 50 years. 

,--c::;::;..- .....--

5 en ate tkliiik rs 
,..--. ....-

are putting the· final touches -- - -- ,,.--- -- ~ bill that includes more than $140 bil'!lon in 

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 ov~~ politics . . and 

that we can all have a Government that lives within its 

means again and that kee ps 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 

p r oblems - - proble ms tha t result fr om y e ars o f Gove rnme nt --- ____ .. ---- ---
mi sman a g eme n t. The kind of mismanagement that left us with 

~ - --- -chronic infratlOn, pun~shing taxation, record-bre aking 
- --- 0.iJt'-0~ ~ ___.. - .,....- - ,,,-- -

inte rest rates, ~~ 8 mill i on p e ople unemployed, 19 
.,.,,,,-- _.-· ,_- r •. __... ,- ,..--

Unba l~ed budgets in the last 20 years, a national debt 

-------- - --- ---- ~ -nea ring $1 trillion and regulation run wild. 

Ye s, we have begun to get s pending under control . 

Bu t we ' re still a long , long way from g e tting gove r nme n t 

b a ck under contr ol. So tonight I want to sp~ak to you about 

t wo o t h e r c halle nge s we face. Both i mporta nt, both serious , 

a nd bot h in u rge n t need o f 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 

~ 'jj..e... v?, 
that precious lifeline for millions of,_., elderly';, orphaned and t;f/.c / . ~:~.n S.io.~i ~~C2 C: C::.. C- ~ <::::::"> -~ 

, . --; c::- h~;1c"'1 disableq. The 36 million Americans who depend on Socicil 
>C. ::;t:... <:.__. c::::: 

. ~~ Security expect and are entitled to prompt bipartisan action 

to resolve its financial difficulties. 

Older Americans have always been a community asset. 

-~..! . ..., They must never become a national problem. The last thing 
-~ (">' C ~ ,,_ r c.:- ~ ~ c:=_ ~ ~ ~c:::_ ~ 

,..,or)1 -o c:;r/ the~ 
4 

need ri~ht now is the kind of cynical po ii tical maneuvering 
·(.

1 
- rel< · (- . __ .,.__ C"_ .. ~ 11,,,. ,· ·~· ., ... (" . -.- . "11' '- ; ,..., 

being used by some in4 1ongress to play on their fears. 

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 rec~- . 

· . ...J'ie-·k Jt,...t:1J New$ TLmes-C~potf:.._showed 54 perce=-;;t - of,....~C:~~'s w:;~;;s 
.• < R l .$1-- ~_:::.- .. ,-::._~~ -..:;:;.:.- ~- - ~ _.___ . . -,::.._ >J.!.2-.---- dou~g they will ever collect Social Security when they 

retire. 

pa~rns and the in~sing 
c C-c- ~ 

are combining to make funding 

c -c::::.. - -· ---- _,..----. .---
more difficult. TFle problem is fewer and 

:.::).J';, ....... :? ef:. S~"-/?f) Ch~es in demo~phic 
I 

(J y 0 c r-:- c__ Q.._ 
~, ... t trena toward early retirement 

t"" Na..,.i, _. ., ..... 
• ) ,... :'i .. i ~ ... ,, c_ c ----c:-
. j <?C. <.=>r- ~- of Social Security 

I '";--/ 

-;- , t;...;v ----- ----· _- --- -~ - · - -- -
·~ fewer workers trying to support more and more r e tirees. 
· . .; \ )1 ,,...~'""/ - · --- ----- -

4 (~f'T'"" 1950 there were 16 working people contributing to- Social 
p .. 7 

In 

----- ..._-- ---Security for every one retired beneficiary. -- -By 1960 the 

---- --- --- ---- -- --- ·,- ---- ,..,.-- ..,,,-- --- --- ~ _,,.-ratio had dropped to 5 to 1. Today it is down to 3.2 to l; 

...--- ,- ..,,,.- -- - - -- --- ..,-· , . ..... --
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 
~ c- c- ~ ~ r-=--

one harsh fact: Un~s legisl~ti~e acti~n is taken -- and 
.....,-r c <? c: c::-- c--- er ~ c- X"' 

taken soon -- the Social Security program will be unable to c c:::::_ c <!.. c- -r- ~ 
meet its commitments to millions .of Americans. 

,...:;-~- -. f l ~ c::::::.. -c_ < c_ c -c-_ C' C' 
~ft) {\Jw.s. ~,.,.,r:..--. If the Con':l.1..e-ss does nothing, then by the fall of 1982, 

I 1- ,-.-;" 
, ~(" £//;_tr.. f ~ c... c_ ~·-- c _ 
4-.. ) __ there will not be enough 

~- C".:' c.., ('- •.- -::- c:- c ... 
money in the OASI Trust Fund to pay ----

__ . __ _ 

c_ c__. c_ e 
benefits to retirees, to 

c._ c-- C) • c c: 0 
widows and to orphan children and 

e -c::-·­
their mothers. And if the Congress persists in shirking its 

obligations, the problem will only get worse, and worse, and 
c::- < c < c:_ C' .:- ~ 

worse. Within the next 5 years, the Social Security deficit 
e. c _ c: c..- c c:::- (- r- ' :-

could iricreqse to $111 billion. Withip 75 years, it could 
-~ -t b'.-"'" . \,,,a. 

climb trg $1.5 trillion -- half again as large as our national 

debt. 
c c - <...::..::_-

So what's the answer? Well, some in the Congress 
--c c- c -·- c---- c , ·-- ~~ 

accuse us of being too pessimistic . . · of exaggerating 
~ --;~ ~·- ,,. r- c-

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 

----- _. -- -- -- -- - ......----- ,..---- ---- -­So, more borrowing is have is a nearly $60 billion deficit.· 
~ -- .,,,,---
not the answer. 

.------- -- -- - ,.--· 

Nbr is high~r taxation~ In 1977 the Congress passed a ---- ,,,,--- --- ~- - ---- __ .. -
- -- - the. single-biggest, most monstrous 

~ ----- --- ---- ----- ~ 
$227 billion tax increase 

tax increase in peacetime history. And many of those who 

--- ---- .,. are calling us 
.... ___.,.- ~ ·- . _ ... -

too pessimistic now were also busy rea ssuring 

--- - ---- --- ..__--· -----· - --- ---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 

,.,,,,.. , ,..~ ,...,- . .. .... - -- ,.--
tiiat it would keep Social Security solvent fo~ more than 50 

--­years - --til 2030. --- - ,.--- - - -That was just 4 years ago. 

...-- -- ~ .....--- -- - - __...-- .-----
right back in the same mess we were in~ 

-- ,---
Today, we're 

We can't afford to keep taking chances. We can't 

afford to be wrong about a system so important to so many 
~-· ~ik~ re='" ~ ~~ ~ .,s=-.c:::;__C.-(;;::~ ~·- ~ 

f:ac..0..,~1.):1~ ~:people. Now-----Ouri~~ the campaign, I made a pledge, and I 
p "e: 51vk~ ) ~- ~ ~.:;:..- c;;::..-: ~-:· ~--~-c:;:;::._.-o ______ R_---"' ..... -~ 

0 1 le- ,.,'17/
1 • will repeat it tonight: We must do nothing to hurt those >:: :c;l 'f~U ~ ~ _:;;:::.--~ _ ~ Y::::.-. ::>- ~--_£)....;:> 

~ presently dependent on Social Security checks. But for the 
J;;;._ ,.C__ ~- -c:::::::_-_ c.:.;:---. - c-c:::::--=: ___ ~ _.:;::-::- . ;=-:c_ 

sake of future recipients, we must also move immediately to 
k__ -'<;:..:. -- -~ e--. ~ ~-- .. _ 

restore the integrity of the program. 

----- - - --- ----- ,..-- ,-· ,,, For starters, we want to eliminate some of Social ---- ,..-- ,,,.,-- _,.,-- \ ---- -- .--' 
Security's most flagrant abuses. For example, in today's 

..,,,...,,--··· - _,.- ,,.... -- -- --- ------ -,,.- --
y.
' system 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 

-- - --- ----- ...---- ,--- - ,-- r---
in s ur ance 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 

--- _.- /xn~ t- - ~ - - ----re_d uce the g-rant..._ for .those who retire early_ What tne Y 
I · 'tlo h /'-. 

~--- - -- -- - - - .,.--- ----- - ~-r-. "5 - ~ 
press never seemed to point out,w~s th~tAour plan called for 

--- - ____ ,,.,.. - - ~e~'{°) i ~- · ~-
reducing the percentage of total g:.raot~t~e early retiree 

_ _ _ .,.. - .;.... cio~ 62.. _ _ 
could receive from 80 _ percent to 5_5 percen.t/) ... ~ Ute:w::: 

bY-working only o:e y;~; an~ eigh~ monthi~,.r;-~ ~;;ly re'0ree ~ 
. ~ · ~ --

--- .,,,,,.., ...- ~ -- ~ rl" .,.-4.. ,.-·-"' -

could ~sG~ poin;t- when he is still 63 take early retirement 
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--./'· -,,.,. ~ ... .-- ~ ---
and get~ 80 percent of the full retirement benefit. 

I -

Think of it this way: - - ·- -- -- ,...- ,...... 
That one year and 8 months difference --coura mak~ all the difference in the survival of the system., 

,,.-­
Now, 

.-­
plans 

__..--:·· - - - ,... - - -----certainly some people nearing age 62, and having made -- --- .--- - -- -for early retirement, would be caught by our proposal. -

~-- -- - ,... - -- - - -So in deference to them, we're perfectly willing to consider 

--- - - ,.-- J ;(' a_ -ffiere phased-in approach .OVCA"" "" pc""'~ 0 '-je;;N';) 

------ ---- ,..,-- .-- ,,,.- ~-
Here's another point: Present law calls for the Social 

....--- - ~ r .-- - -· _... - ,-· 
Security tax and the amount of income subj~ct to.that -tax to fo<7.,..; / 

-- ~~c. _ - ' -? / cr=;o --· . ..a_,..~~(.(~·~,.!,,., .. ~ •1 • ...,...#. 
increase sever ed. times between now and ~. Our plan calls ~".,.; vf t."'rl'f 

-slwrr:; th- ~ ... ""--vib.--;...:. -- ..-- --- - -- - . ~ , ~ft 7°·'" .. 
for ~limiflaeing those increases which are now more burdensome -
---((\~f\'-( - - -· ..--· .-r· .,..-· 
for ~ workers than the _income tax, and even reducing, 

,,--· ,...,.... . .,,,,- ,_--

af te~ a few years,· the present Social Security tax. To the --- - -- ,_,_ young pe!son just starting in the labor force, and working 
------ --- -. ---- _,,.,,....,....._ ,....,..- -

to retirement age, this tax reduction alone would mean 
--- ---- - _.,.- ,..c-~ ~ ~- . 

$33,000 of additional income which he could put to better -- .~ 
use for himself and his family. 

L;; m;-ada th-;_-t o~; pl~ wo;id solve b~th the short ~ 
\ / l~g-range funding problems of Social Secunty, without 
, 

pushli1g uP"th; ag-;-o.freti;~ment to 6a:· whl~h i~- wha-t ~ rn"""7 
,..---~_..,...;.;- .,.,,.- ,...,-- .. ,... 

:r,·, ¥ant 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 i~ 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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political rhetoric and demogoguery in the world will not 

secure one additional dollar of Social Security benefits for 
..... J~cJ.-. . \ , . , 
~ constituents. So isn't it about time that the Congress 

lay aside partisan politics and joi~ me in q constructive 

effort to put Social Security on a permanently sound financial 

basis? Nothing more is neede?; 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 
-- ~""" ~-S::::::-----~-

~-.1 ·~~~-~-i~~-:~o~taxes. ·~~ ~~~-~~~~a~--~Csee from~~---
th- 7:,-:_ ... y .. tf/ )this ch"art, we propose a full 25 percent reduction -- enough 

7 . ~ c-. __ _... _ - ::- - r~ -· ,-. c----... .--~ ,......-, 
~ t..__, ·----- ·-~r - --- ..... __. -- -~ '-- ............. -. __ ....__,_ -~~ 

to offset the built-in tax increase of nearly 22 percent ----- __Q___ -c::__ ._s .. - c--: c:::: ~ -<~ - c-_ C- CL---·- _,.. ·- .. --

but they offer only a 15 percent tax cut, and no--tax cutcat 

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-
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,.,....,-- .,,..,,,,. ,.,.,-- .-"" ~ / ,,.,,, 
year tax cut, they have already committed themselves to cut 
~ r 10 

buSiness taxes for ~? 
~j ...11 Cif'Jd/hs1 ... I",... ' ~ ~ ..::c-..__ ~ ~ 

~:,\·· c-~ 'i 1~ A.1•'1 Now, just recently they ve begun talking about the 
fc. , ,..., • .) r-..._ 

P;;r;;;. _ possfb±lity ~rigg~ng a thi~r t~~~~if e~~mic 
~ / .iF-;--- . -~ - -2:::_ ~-· ~-~ 5..;.__ ~ y=-"':-

/ conditions improve. But by holding the people's tax reduction 

I hos~e- toc;utu~ econ~.rc ev~t-s, the?-will~~e -~mov~ th~ 
~- ~ s;:::::::' s:::::-' ~'""? ,-- ~:; "-,....._ - ~-- - ""~ 

certainty people need to begin saving or investing more of _,.. ....::.. s;:: - ~_,:_ -. 
- \.,.__ --- ~-· ~·· .. ~·~ --~--- ..... ___ .:::__~.--.-·-~-

their money precisely what is needed to get our economy 
...---c-- ~ ~ ~- --~-- ~----.-,_.. .... ~ 

back on-track. So a trigger is not a way to promote a 
_:.:::.c_ - -- c:;_~- ~- - .>----- ..-~ -~ ---

third-year tax cut: it's a way to preclude one. 
-=-­

.~- .~-~--
This trigg~r was 
~~ - --L::-- -~ 

in cutting taxes. 

- -- As a - ,____ ---matter of-fact, the House Democratic leadership appointed 

------- _...- ---. ..1,the peopre to cha1r the committees which allowed the taxes ----- /.) 1!\ ~f'<S pe1r•f"'"~ .----- --- - -- ,,_-- _. - ---- - ---
~ ..(;_.- you pay to double in just the last 5 years. 
> i k 11 S p I ')fh ~- ·c::;::. 
or 't. / . If I could paraphrase Will Rogers I line 
, F.pii•r . 

Thihk ofthatl 
c::-..---:- c-;::::... 

about nt:v.er 
~-

'""' J ~ f e11~'f .A- ~·.::::=:: ~ 1;. -:-- -c::.r-_ 
Trice a. ~ having met a man he didn't like, it seems too many of them 
,...,.._, .... f _ ... 1~ '"'7 . 

I t J l"oi"_,r-r 
.f.-J,,...c/.::. ... )n'I have never met a tax they didn't hike. 
ci 0 "c. I ofl 

' ~--

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 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 

.--- -- - - __., --- - .--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 

Ame ricans 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 

offe r you half a loaf and less than a promise . Look . closely 

---- ---- ---- ---- ---- --- _,. .---.--at t~ese charts which show what the real tax payments will --· - --- -· --· -be f or income earners between $15,000 a nd $30,000 unde r t he - _...- ,..,.---- - -- - -2 bills. The dotte d l ine i s t heirs. -- --Yes, it goes down, as 

-~- ,----- - -- - - -they have boasted, a little more sha rply in the first year 

than ours. ~ ---But then look what h appens. -You qui Ckly come to 

---- ~ --- -· - --· - - · - -·-- ~-the p oint where their t ax cut s tops and starts going up 

~ --- .,,.,--- --- - --- :-· . . --again. They simply give up and permit Social Security tax 
~- .,.,..,,. -· .-- - , - ;'"" .,.. 

incr e ases and bra cket creep to take over . But notice how 

_....,--- --- -- -- ----- - -our l i ne keeps d e scending, the n levels off un der the impa c t 

------ --o f ind e x ing . --- - ,..--- -- - --This ora nge spa c e i-s-the-tax mone y that wi l l 

.----- --- ..,,,,...- ---- - -- - ,...--r ema in i n your pocket i f our b il l passes , or lea v e -your 

.-- ...,,.-- -- -----po ck et if the i rs doe s. 



(Elliott)(;., ;.~;,~_.,._,-/ /--<. , ( July 24, 1981 
/'; 
l v 

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. 

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 professiorr; 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. 
~\ 

~ "We±-t, I think we're making progress. Some would even 

say historic progress. Because with the cooperation of 
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Democrats and Republicans, we've done more in a shorter 

period of time to set our economy on a sound footing than 

any government in the past 50 years.-
tne"""~'"- o<'-l~c 

Right now,~House and 

. ---­putting the final touches on a budget Senate Hemher~.are 

------ -­bill that includes --- - ...---- --- ---more than $140 billion in savings. 
.,,,.-- ,.---,--- r--

These spending reductions will be shared by all Americans. 
,-- _,..-· 

And they will -- ,---- ..---- -- - c. -- -al so benefit all Americans, or th¢t cause the 

--­ ---- .---- -­rate of inflation to begin to decline. We are already seeing 
,.--- --- .,,..,..--- / 

the first signs that r --- ..--- -- -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 corrunitments 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. 

:..---- - ---- --- - -The kind of mismanage me nt that left us with chronic inflation, ---- ----- - --- ·--punishing taxation, record-breaking interest rates, more than 

--- -- ---- --- -- ---- .--- ,,,,--8 million people unemployed, 19 unbalanced budgets in the 

-- _- - . r\ . -----last 20 years, a ~ntional -- -- --· d e bt near~g $1 trillion and --- - --regulation run wild. 

Yes, we have begun to get· spending under control . 

But we're still a long, long way from g e tting governme nt back 

under cont rol . So t onight I wa nt to s p e ak t o you a bout two 

othe r challe nge s we face. Both important, both s e rious, and 
[i..-{ ~[~- - fl J , 

both in need o f our (•»...t-\~ </---:(',,.. 

x 
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The first, and it is the highest priority of my 

Administration, is restoring the integrity of the Social 

fl n_1 ....... ~c Security system that precious lifeline for millions of -fAe 
\{,-- rrt'".SS ~C"-' I 

.:::. {~c.SJ.""~1 w~ -\kc... ik.. -- --- -
.o-k~~"* 0 elderly, orphaned and disabled. The 36 million Americans 

ft.. I\ -- -- .-- ~ 
who depend on Social Security expect and are entitled to 

prompt bipartisan action to resolve its financial difficulties. 

Older Americans have always been {a community asset. 

11 
.r> n I' n_ They must never become a national problem . 

.. •.-o"° ~O>"\?\.Cl'.ll:ll'" 
,. ~- H .! BCJ~" '77 ~ c_ --c_ ~ -c 

The last thing 
~ 

t:>'""'c". 0 
... ~.", t / they--need right now is the kind of cynical 

-- o'r1,,/l,ro"'"' 
political 

: 
1 'f 1 '/T''cle/ 2.-- C - c:::::::_ c_ tlie ~- C''.""' <::-- '"~·-

)7•J., R<,~ ... '}J~w~.)to. maneuvering being used by some inl\Congress to play on their 

)/t0i/l'~I fe~s. Rather than exploit the Social Security problem, we ~rl'~!> 'I'[) 

----- __,J,e should be working together to solve it; and I call on~Congress 

tonight to join me in doing just that. 

Make no mistake: a probl~m does exist, it is ~erious, -and the American people know it is serious. A recent ---- -- - --- - -- - ----New York Times-CBS poll showed 54 percent of today's workers 

------ --- -- - --- - ---- - --­doubting they will ever collect Social Security when they 

---retire. 

----- --- - -Changes in demographic patterns and the increa~ing 

------ --- ---- - -- -- - -trend toward early retirement are combining to make funding 

---- .,,,,.-- -- - -- - - - -of Social Security more difficult. The problem is fewer --- --- ...-- - ·-- - --·- - -and fewer workers trying to support more and more retirees . 

.,.,,.----..-- - -- -- - - -In 1950 there wer~l6 working people contributing to --- -- -- - ---- ~ -- -Social Security for every one retired beneficiary. By -- - ~ ---- --- ..--· ,,..- -- - -- - - -1960 the ratio had dropped to 5 to 1. Today it is down to 
..........- .,,,,_ ~ ,,,.,.,-- - ----- - -

3.2 to l; 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 one harsh fact: Unless legislative action is taken 

and taken soon -- the Social Security program will be unable 

to meet its conunitments to millions of Americans. 

If Congress does nothing, then by the fall of 1982, ther~ 
'-

w i 11 not be enough money in the OASI Trust Fund to pay benefits 

to.retirees; to widows 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 Security 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. In 1977 Congress passed a 

$227 billion tax increase the single-biggest, most monstrous 

tax increase in peacet ime history. And many of those are 

calling us too pessimistic now were also busy reassuring us 

back t hen. When many people, including myself, said this 

huge tax increase wa s t he wr ong way to go, t hey a nswe red that 

it would k e ep Social Security solvent for more than 50 years - -
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til 2030. 

. . 
That was just 4 years ago. 

back in the same mess we were in. 

Today, we're right 

We can't afford to keep taking chances. We can't afford 

to be wrong about a system so important to so many people. 

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 recip ients, 

we must also move imme diately to restore the integrity of the 

program. 

For starters, we want ko eliminate some of Social Security's 

most flagran t abuse s. For example, in t oday' s s yste m a person 

can be out of work for 5 years and still qualify for disabili t y 

insurance. I know of no proviate insurance system in the world 

whe re you can colle ct di s abil i ty insurance 5 years a ft e r y 6u 

stoppe d paying your premiums. Gove rnme n t inspectors b e l iev e 

as many as one of every 5 people on the disab~lity rolls today 

ma y be ineligible. 

Now much has been made in the p r e s s of our att e mpts t o 

reduce the grants for those who retire early. What the press 

n ever s eemed to point out was t hat our pla n calle d for 

r e ducing the p e rcetage o f total g r a nt the e arly retiree c ould 

r e c e ive f rom 8 0 p e rcen t t o 55 pe r c e nt b u t the n by 

working o n ly one year and e i ght months, the e arly ret i ree 

cou l d a t s ome p oint whe n he i s s til l 6 3 t a k e e arly r e t ireme nt 

and get h i s 8 0 p e rce nt o f t he f u l l re t i r e me nt b e nef i t . Th i nk 

of i t thi s wa y: Tha t one y e ar and 3 months d iff e r e nce could 
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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. 

So in deference to them, we're perfectly willing to consid~r 

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 

me~n $33,000 of additional income which he could put to 

better use for himself and his family. 

Let me add tha t 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 

p r ogram 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 e arlier , it is unfortunate t here are people who 

would rather exploit t he i ssue than work t ogether to solve 

it. But let me simply remind them of one thing: All the 

political rhetoric and demagoguery in the world will not 

secure on additional dollar of Social Secur ity b e nefits for 

your constituents. so isn't it about time that the Congre ss 
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lay aside partisan politics and join me in a constructive 
.· 

effort to put Social Security 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 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 le~dership 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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conditions 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 l e adership 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 ~ike. You see, if we're 

sincere about reducing taxes, then we have to do b e tter than 

the typical, one-shot, here-today, gone-tomorrow r e bates 

of old. 

We must make the people a commitment. The kind of 

commitme nt that s ays i f you work or save more tomorrow than 

you did today, then your reward will be higher. More of 

e very a dded dollar you earn will be yours to kee p. This is 

why it is so impor tant that we r e duce tax r ates, and that 

we reduce t h e m. fo r 3 consecutive year s. 

And for all of you who work hard for your families, 

a nd who could succeed over time i n rais ing your i n c omes , 

we must make a not her commitme nt. We must not allow your 

rewards and your spirit to be c r ushed by tax r ates designe d 
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only to feed an already bloated Federal budget. So, in . . 
addition to 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 loat and less than a promise . Look closely 

at these charts which show what the real tax payments will 
-

be fo~ 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 Jook what happens. YQu quickly 

come to the point where their tax cut stops and starts going 

up again. The simply give up and p e rmit Socia l Se curity tax 

increases and bracket creep to take over. But notice how 

our line keeps desce nding, then leve ls off unde r the impact 

o f index ing. This orange space is t he l a st money tha t will 

remain in your pocket if our bill passes, or leave your 

pocke t it their s does. 
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Speechwriting Research Department 

Anthony R. Dolan 
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RECOMMENDED CHANGES ON TELEVISION ADDRESS DRAFT 

paragraph 3 

paragraph 3 

paragraph 3 

paragraph 2 

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.) 

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

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

Substitute "recent poll shows that a 
year and a half ago ... " for "recent 
poll shows that a year ago ... ". 

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 incr eased 33 percent." 
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RE: RECOMMENDED CHANGES ON TELEVISION ADDRESS DRAFT 
Page 2 

Page 8 

Page 8 

Page 8 

Page 8 

Page 10 

Page 11 

paragraph 1 

paragraph 2 

paragraph 3 

paragraph 4 

continuing 
paragraph, 
line 2 

paragraph 5 

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

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." 

Change "the leadership discovered ... " 
to "the Democratic leadership 
discovered ... " 

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

Suggest change in lines 2 through 5 
to read "As you can see, for people 
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. 

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



~1EMORA:-.:DUM 

THE WHITE HOUSE 

WASHINGTON 

MEMORANDUM FOR ANTHONY R. DOLAN 

FROM: 

DATE: 

Daryl S. Borgquist /)l/) 
Julie A. Cave ~ 
Misty L. Church~ 

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 is alive 

and well and here to serve you and y9ur 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 bene fits. We will 

do it in a way that preserves the basic bene fit structure 

of the system. Those who have paid into Social Security 

all of the ir working lives must be confident that their 

hard-earne d dollars will come back to them.~ 



,DEMOCRATS TO SEEK 
SIGNIFI ;ANT CHANGES 
IN TAX -CUT PROPOSAL 

FORMAL RESPONSE TO REAGAN 

Congressmen Back Rise in Military 
Funds but Say Tax Reduction 

Would Worsen Inflation 

By MARTINTOLCIUN 
Spll:lal co Tiie New Yid ?lllll!I 

I 
W ASRINGTON, Feb. 20 - In a formal 

response to President Reagan's economic 
·package, Congressional Democrats said 
today that they would propcse major 
nmsions In the Presi~t·s ta.'t plan and 
lesser changes in his proposal for $41.4 
billion in budget cuts. 

The Democrats said in televisec! re-. 
marks that their party regarded the 
President's proposal, which would p~ 
vtde a l~rcent-a-year tax cut over 
three years, as inflationary and inequita­
ble and preferred a cut that they said 
would more effectively increase produc 
Uvtty and jobs. They also expressed con­
cern that the budget cuts were tilted t~ 
ward the rt ch at the expense of the poor. 

But the Democrats praised President 
Reagan's "initiative," acknowledged 

fired for dJe f1m t1me dlat he bad presented a bold new plan. 
· ___ and welcomed his offer or a partnership 
-- with Democrats and Republicans in Con- . 

REPORTED ~~:c.:'::c:~~c:~ 
caUy embrace, .. said Representative Jim 

OUTPUT CUT :=:?y1i:i~t of Texas, the Hoose 

Cut In Regulations Fawred 

Secret Meeting, Said to 
to lift Price $2 a Barrel 

1be Democrats' remarks, which of­
fered few specifics, came in response to 
the President's proposal for a $695.S bil­
Jloo budget for the fiscal year 1982, which 
begim Oct. I. This would be higher than 
the estimated budget of $654.7 billion for 
I the current fisc:al year, but $41.4 billion 
below what the Reagan. Administration 

oil ministetS or the Organiza- said cummt programs would cost if no 
Exporting Countries cbanges were made in the Carter Admin­

in GeoeYa yesterday and iltra1JOD's budget for fiscal 1982. 
and. oil lndu.stry sources Pu&bing ahead With its public 'telations -

DOUGLAS MARTIN 

toward a&tting back oil pro- campalp to persuade Congress to accept 
keep prices up in the face of I Mr. Reagan's proposals, the Administra-

and weak demand. tioo announced that Cabinet secretaries 
a. of tbe meeting, which las1ed would hold a series of news C(!Dferences 
a half, Saudi Arabia indicated tnxn Monday through Friday of neltt 

to cut production by 2 mil- ! week. [Page 9.) 
a day, to about 8.3 million, ac- Representative Wright said that the en-

Neustein. crude oil tbusiasm fot' the budget package at the 
0 he had tele. Capttol extended to " President's 

off; yest proposals for "refurbishing the nation's 
PEC nations • have defenses, encouraging private in'reSt-

ment to modernize America's indu,,-uial 
daily machUlery, llfting the burden of unne<:es­

sary Goverr.ment regulation, cutting ex­
penses and restoring tnQT'e local control 
o-rer schools " 

termed• the 
assertion that the r.ation 



fortbe ftm time 

REPORTED 
OUTPUT CUT 

marlla that their party regaraea cne 
President's proposal, which would p~ 
vide a l().percent-a-year tax cut 
three years, as inflationary and 
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 t<>­
ward tbe rich at the expense of the poor. 

But the Democrats praised President 
Reagan's "initiative," acknowledged 
that he had presented a bold new plan. I and welcomed his offer ot a partnership 
with Democrats and Republicans in~ 
gress. "Tbere 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. 

Cat ID Regulations Fawred 
1be Democrats' remarks, which of-

M t. 5 'd t fered few specifics, came in response to 
ee mg, a1 0 the President's proposal for a S695.5 bil-

Price $2 a Barrel lioo budget tor~ flsca1year1.982. which 
begins OCt. 1. This would be higher than - - I the esUmated budget of $6.54.7 billion for 

, MAR11N the current fiscal year, but $41.4 billion 
' below what the Reagan Administration 
. of the Organiza- 'said aurent prograrns W'OUld cost if no 

Exporting Countries chanles were made in the Carter Admin-
in GeneYa yesterday and I lltratim's budget for fiscal 1982 . 
....s. oil iadultr7 sources Pulbing ahead with its public relations -

cutting ~ QU pro- campafp to persuade Congress to accept 
prices up in tbe face of Mr. Reagan's proposals, the Administra­
and weak demand.. tion announced that cabinet secretaries 

tbe meeting, wbich lasta! would bold a series of news conferences 
Saudi Arabia indicated tram Monday through Friday of next 

to cut production by 2 mil- week. (Page 9.] 
.t to about 8.3 million. ac- Representative Wright said that the en-

Neustein, a crude oil thulium for tbe budget package at the 
be bad talked by tele. Capitol extended to the President's 

laL yesterday. propoeals for "returbishing tbe nation's 
nations are said to have defellses. encouraging private invest­

. - to cut production j ment to modernize America's industrial 
D,000 bam:ls daily, madlinery, Wtfng the burden of unneces­

ury Government regulation, cutting ex-
MaJ llal9e Prtce I penaes and restoring more local control 

mer tbe schools " 
in the United States ••--~----y a-• tbat ID addition to tbe -.cTvu &uca1uv earsne., 

believed to have But he termed "hard!)' wananted" the 
at the Vienna meeting, President's assertion that the nation 

~ ready to raise the I faced lta biggest economic crisis since the 
'c grade of CNde oil to $34 Depression. "The average per90n is far 
$32, wbich could add an better off today than.20 years ago," Mr. 

a gallon to gasoline Wright said, COlltradicting a statement 
States. I by Mr. Reagan ln a Feb. 6 speech that 

States now impons more ''We are very much worse off" than in 
barrels a day from Saudi l!m. 

single contributor to Mr. Wright's remarks, and those of 
million barrels in tOt.al Senators Lawton Chiles of F1orida and I Gary Hart of Colorado, were made in 

analysts and compa.-iy offi- I separate ».minute question-and-answer 
w cutbacks of about presentatioos produced by ABC News 

oo Pa,ge S7, Column on Page 9, C-Ohmm 1 
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"als to Seek Changes in Reagan Plan 
.----·~~~~~--~~~~~~~~~ 

Presldenl 's package as the tax cut," he I able to help themselves," Senator Hart 
on the ABC Ne-. program. "This 1s said 

11 gamble It is based upon an economic "I think it's clear to all of us that 
theory, and lhat's all " there's a solid maiOrity on both sides of 

Democrats' re- Mr. Han questioned the wisdom of the aisle to control Federal spendjn&" 
to re~pond his evening, In- linking the budget cuts, which he consld- Mr. Hart contlnued. "We want a program 

broadcasting its popular series ered anti-inflationary, with the tax cuts, that la not partisan. If lhe President helps 
said that the wtuch he considered inflationary. us buJld a consensus that 15 fair and bal­
rs In and 001 "The American people are very anced to our socle.ty, ~I think we can 

be lnvlled to respond smart," the Senator said. "They don't un- control that spendin&. 
t derstand going down two tracks at the 

Republic strategists meanwhile, same time. That's where the problem In 
d • Republican-am- this program lies." 

Stockman Questioned CJoeely 
Jn the same vein, David A. Stockman, 

director of the Office of Management and 
Budget, was cleeely questioned at a bear­
ing by Representative Henry s. Reuss, 
Democrat of Wisconsin, chairman of the 
Joint EconomlcC".ommittee. 

1 ly approvt.! I Alterations In Tu Plan 
. P budget cuts, Mr Wright pledged that "we ill altt:r 

naps within tour WC\'k.'>. But I the tax package so that it won't be so 

the 

the rolled . mflatlonary. and In fact we'll have a tax 
t many of and 1 that will be deflationary " add-

to l'x' parti( 

tor 

until r I won't so inequitable ' 

I 
r. •\fright said middle-class tax 

In 

wvuld ve less than the rich it 
s were c.anied out. 

>emoccats also >sc.."CI con~m 
budget 

W will want to 
I ' 

A 

the pending 
doesn't 

honreleast 

"The largest budget cuts fall very 
heavily on those oo the margin of pov­
erty," Mr. Reuss told Mr. Stockman at a 
committee meeri~ this morning. "By 
contra5t, U1e largest tax cuts are those 
being gi~ tO the very atfluent lbe 
question 1s ~·hether our social fabric can 
stand such redistribution from the 
have- nms to the haves. The rich oxes 
c.ould stand a little more gQring " 

Mr replied "We made a 
st H( to find rkh to gore, 

we did many added, 
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Bud t pr 
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airline, trucking, rail and com- ported by action. 

Ensuring Economic Strength 
During the last decade our Mllon has 

Withstood a series of eainomlc shocks 
unprecedented in peacetime. 

The economy has proved to be re­
marka bly resilient. Real output has 
grown at an average rate of J percent 
per year slnce I 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 1nnation 
- the most difficult economic problem 
I have faced-persists 

This lnnatlon, which threatens the 
growtb, producttvtty and stability of 
our economy, require! that we restrain 
the growth of the budget to the maxi· 
mum eJttent 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 rrstraint is essential to any 
appropriate economic policy, high 
inflation cannot be attributed solely to 
governmmt spending. The growth In 
budaet outlays has been more the re 
suit of economic factors than the caUSt: 
of them. 

We are now In the early stages of~<>­
nomlc recovery following a short reces­
sion. Typically, a post.recessionary 
Pf,lriod has been marked by Vigorous 
economic growth aided by antireces­
slonary policy measures such as large 
tax cuts or big, stimulalion spendm1~ 

programs. I have decllned to recom­
mend such actions to stimulate ~ 
nomlc actlYtty, because the penlstent 
inflationary pressures that beset our 
economy today dictate a restrained fis.­
cal policy. 

Accordingly, I am asking the Con­
gress to postpone until January l, 1982, 
the personal m reductions I had 
earlier proposed to take effect on Jan~ 
ary 1 Of·thls·year. 

However, my 1982 budget proposes 
significant tax changes to increase the 
sources of financing for business In­
vestment. While emphasizing the need 
for . cootinued fi9C81 restraint, this 
bud~t 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 n~. and to replace energy­
inefftcient plants and equipment with 
new el\ergy-saVing physical plants. 
The Jpyel of investment that Is called 
for will not occur In the absence of poli· 
cles to encourage ft. 

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. 

tlon of a puppet government have 
lighted ln the starkest teons the 
stde of their policies - going well be­
yond competilton and the 1$1mate 
pursuit of national Interest, and violat· 
Ing all norms of international law and 
practJce. 

Bilateral 
Communication 

U.S.-Sovtet relations remain strained 
by the continued Soviet presence In Af· 
ghanlstan, by growing Soviet military 
capabilities and by the Soviets' appar· 
ent willingntSS to U.$e those capabilities 
without respect for the most baste 
norma of lntematlonal 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 

1be Soviet Union has b.!Ht a war ma­
chine far beyond any reasonable re­
quirements for their ~ defense and 
9eCUrity. In contrast, our own defense 
spending declined In real terms every 
year from 1968 through 1976. . 

We have reversed this decline In our 
own effon. Every year sim:e 1976 there 
has been a real increase in our defense 
r;pending, and our lead has encouraged 
Increases by our allies. With the sup­
po" of the c.ongress, we must and will 
make an even greater effort in tt.e 
years ahead. 

The fl!Cal year 1982 budget would in­
crea3e funding authority for defense ro 
more than S196 billion. This amount, 
~ether with a supplemental request for 
fiscal year 1981 of about $6 billioo, will 
more than meet my Administration's 
pledge for a sustained growth of J per­
cent m real expenditures and provide:; 
ror 5 percent in program growth m fis­
cal year 1982 and beyond. 

Thfl trends we mean to correct can. 
Now, as was the case a year ago, the not be remedied wemight; we must be 

prospect of Soviet U.9e of force threat· willing to see this program through To 
ens the International order. Tiie Soviet en.sure that we do so I am sertmg a 
Union has completed preparafloni; tor growth ratr for defense that .,.e can 
a /j~liUJry i~tervention sustain over the long haul. l 

1-r;-8J ~~~ 
f);t> The 1982 B~cft~ __ I 

The ft.seal year 1982 budget l h;;"e 11'1 the Ftderal bUdget 1s the nsmg cost 
i;ent totf.le Congress continues our four- (JI reti~ment programs, particularly 
year policy of prudence and restraint Social Security. We face other impor­
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I 
I 
I 
I 
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an_ 
tant domestic need.~: to continue re­
$por!Stbility for the disadvantaged; to 
provide the capital needed by our cities 
and our transpoctation systems; to pro­
rect our environment; to revltahle 
American in~~try, and to increase the 

l ._ ___________ _ 
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Coo1puriaon of Tux Rate Schedules under Present Law. the Ways and Means Comnittee Proposal 
and the Senat~ Finance CoD1111J.ttce Proposal 

Joint Returns 

Present 
Law 

Way a and Means Co111D1ittee Senate Finance Co111aittee 
Taxable income brackets proposal 1/ ~roeosa l 

1982 L 983 : 1984 1982 198) 

Below ~3.400 0 0 0 0 0 0 
3.400 5,500 14% 13% 11% l.l% 12% 11% 
5,SOO 7.600 1 6 14 1) l) 14 l] 

7,600 11, 900 lB 15 14 14 H.1 15 
-11,900 16,000 21 19 18 ..... 18 19 17 --2 

21 19 19 22 19 
23 'l.2 22e:-- 25 2) 

lb,000 20,200 21, 
20,200 24,600 ~B 

28 25 25 29 26 
34 14 ,34 )) JO 

_, 
41 41 ""l 39 35 -! 

24,tiOO 2 IJ, !JOO J2 
29,900 )5. 200 )7 

"'-35,200 45,800 'd 
i. s, 800 60,000 '•9 49 ' 48 '·8 41, 40 
60,000 85,600 51, 5) . \ so 50 49 44 
65 1 t>OO - 109,i.oo 5 'J 58 50 50 50 48 

109.400 - 162,1100 64 60 50. 50 50 50 
162. 400 - 215. '• 00 bl! 60 50 50 50 so 
215.400 and over 70 60 50 50 50 50 

Off ice of the SecrtHury uf the Treasury ... July 
Office of Tax Analysis 

!/ Taxable income bracket amounts shown mu ~;t Lw increased by $400 under the Wuys and Means Conunittee Proposal 
to conform to their proposed , increa::;e 1n tlae zero bracket aniounL from $3,ltOO to $3 1 800 beginning in 1982. 

1984 

0 
11% 
12 
14 

11 '• ~16 

lB 
22 ,n., 
25 

..... 28 ttr 
"83 ,., \ 

)8 ~.r 
42 
45 
49 
so 
50 
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THE LIBRARY OF CONGRESS 

J~ 8, 1981 

Ms. Brown: 

With reference to our telephone con-

versation yesterday, I enclose a copy of 

Carl Schurz' speech of May JO, 1860. The 

quotation in question begins at the 

bottom of the first page and following ••• 

Vty~-··-···2:t ~,t/ - ~ 
~~ !~ d~ 

Dona d A. Ba erville 

287-5516 
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REPUBLICAN NOMINATIONS. 
• • • j •• t • ~ ' : • • ' • • • ' ' ' •• ~,. r r. t ' \ 

•• 
' I 

SPEECH 

ot 

CARL SOIIURZ , 
AT TllB 

MILWAUKEE RATIFICATION MEFrTING, 

ON WEDNESDAY EVENING, MAY 30, 1860. 

Mn. PRESIDENT AND GENTLEMEN : 
AP. one of the delegates who hnd the honor to r~rresent the Republicnns 

nf Wisconsin in the Nationb.l Convention, I feel co.lied upon to give you n 
brief nccount of our doittgll nnd Of the views which guided us in our coms"· 
We have faithfully enden.vored to do our duty, as we nnder!ltood it, n11d I 
a1h bold cttough to ns11ume that our u11dersto.nding of it did not differ from 
yours. 

We went there not only for the purpose of subeerving the interests of 
the party, but above n11 of promoting the interests of our catllC. -

'l'he question to be !!olved nt Chicngo, as we understood it, wns not only 
how we could beat the Democrncy, but whether a defeat of the Democrfley 
would be a victory of RepublieaniRm. We do not forget thn.t there are 
triumphs which are no victories, and thnt such triumphs, do.ngerouR nnd 
treacherous ns they always will be, mny become even worse thnn defcnts; 
for, being the triumphs of politicians im1teo.d of the en.use, they will loosen 
the moml bon~!I which hold 11 po.~ty together, and substitute in their phice 
the mere cohes1ve power of public plunder. 

We arc well e.wo.re, that for some time previous to the meeting of the 
Notione.I Convention, in some Republican newspnpers, in speeches n.nd pri­
'VO.t.e circulars, nh extreme tenderncsFI wns shown for the prejudices nnd RU,._ 

ccptibilities of those, who hlid never li~ted with us, whifo much lesR regard 
wne paid to the feeling!! nnd prrfcrcncee of the Republiclin mnsRes. We 
'expected to see this policy urged upon the Nationst Convention, nn-0 we 
were determined to present to it 11 bold and unflinehing opposition. For1 

we thought we o.ppreci~te~ the •true element of our strength. We knew 
thot mere drill nnd discipline, nnd party.dictation would never drive the Re­
puhlicnn 1tlll8!1Cs into Rilent obedience to the mnndat.es of thnt convention, i( 
those nmndo.tes run contrary to the populnr conscience. We kept in min4 
thnt the Republican party had epru11g from the indignation of the people 

' -
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nam" as high o.s possibl4', Nol" did we follow the e"ample pf ih~11e who 
changed their votes ufter the decisive ballot, befor~ the final result wa11 
announced; uot us though we had been opposed to Mr. Lincoln, than whom 
then~ is no truer rnun in the nution,' }>1,1t ~ec!luse we thought we ·owed it , 
to our old chieftl)111 thut, if foil we must, h~ should withdray; with the 
ho11or11 of wnr, surrounded by o.n unbroken column of true Qnd d\)voted 
fri1mds. So New York, Wisconsin, Michigo.fl o.nd, some delegates from qther 
States, stood together to the lust, Thus wus this debt of honor .dis-:, 
ch1~rged; we coneiJered it ho11eqtly due, and it was honestly paid. 

[ 11eed hardly, suy, sir, that when the motion was made to mu.kc Mr. 
Li11coln'1t nomiuation unanimo1Js, we seconded it without any qnc1:ifice of 
feeling, and when it w11s carried, we heartily joi11ed in t~e gen1;iral enthu­
ti:a 1111. We liacl not gone there, to ho.ve our cu.11Jid~te nomi11uted or nqne ; 
Lut with the royal intention to aubordinu.te our indiyidu~l j udgment to the 
judgment of the majority, provided the convention asked of us nothing incqu­
si~teut with Qur co11sciences u.s anti.Slavery men, an cl the dignity of tlrn llepub­
lica11 CllllSQ, And I do not hesitatu to say, that if Goy. Seward h~d not been 
in the field, Mr. Lincol 11 would, u11le1,1s I niietal\e the teri1per of our p~ople, 
in ull probability, huvtJ been the first choice of Wisconsin,, Although l)ov. 
SewarJ foiled, Mr. Lincoln's nomination nailed the good old Republicau 
bjlnner tu the must us l.>olJly nnd Jefinantly u.s ever. · , 

Mr. ~resident, I l11ul tho ho11or to be a mtJmber of that committee who, 
wl!n.l to carry to Mr. Lincoln the oflicial announcement of his nqminatio1;1~ 
'l'he enthusiasm with which we were received at Springfi1Jld \YUS boundless. 
'J'here we saw l\fr. Lincoln's neiglil.>ore, and it became qt' on<;e uppu.rept that 
those who kuew liim be~t, loyeJ a11d esteemed him most~ And th!lP I saw 
Mr. Lincol u again; fur I hud met him before in thqt .. m~p1orubl~ senatorial 
c.uupaign in Illir1ois, when he, us a rnnn Qf true o.nd profound cqnyiction~, 
although di~counto111mced und discouraged by many lqading Repul,licana, 
who thoi1ght it good policy to let Mr, Douglv.1,1 return to the S,e11ate withou~: 
opposition, threw himself forward for the imperiled purity, of Qur principles, 
grusped with a bolJ hand tho Republican banner, which was in danger of 
siukiug into the mire of compromise and unnaturp.l combinQtioq11, and held. 
it 11p proudly aloft in one of the fiercest 1>trugglee th£; couf!~ry 1,wer wit­
nes~tllL I met him then, in tlio thick of the fight, when he bearded the 
lwu of demagogism in his deu, when the brilliant sallies of his wit and 
11arrn1srn drew shouts of delight from the multitude, w~en the th4µderbolte 
of his invective rattled triumphantly ngainst the bra~ell front of Stephi:in A. 
Douglas, when tho lucid, 11nu11swerable logic of his p.rguJOents iuspired every 
patriotic heart with new coofidi.ince in the ju&tice Qt' our cauee, u.ud Y{lwu 
under his powerful Lla~s the l&rge D~mocratip majority of Illinois dwiudlcd, 
dowu to notldug. There I saw him do what perhaps no c;idwr man in thij 
nation would huve dorm. There I learnecl ta confipe in the patriot u.nd thil 
defonder of profound conviction111 to esteem the statesman awl ta 1Qve thf?, 
lllUll. 

.Aud, now, I saw him again, surrounded by the committee of the national 
c11ove11tio11 who lrnd come to h1.y in his hands. the highest •honor anJ the 
greu test trut!t which a political party has. to bestow-an honor whicl! hr. 
hu.i 11ot thought of in his h1U'll fought battles, which ho h!UI not craved u11d 
luul hurJly Lce11 su.11gui110 enough to expect. 'fhi:re he stood silently listm1'-, 
111g to tlw 11tldrct!s Qf our chairnrnn; his eyes powlJcast; in hie so1.1l, perhaps, 
~ foe ling of just pridu struggliug with the overawing cousciousnesit ot rllspol~'! 
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tibility. Then he anewered, tb1mking them for the honors bestowQ~ upon 
liirn 11.11d accepting the leadership in the great struggle, not with the exulting 
tone of one who, has achieved a personal triu111ph; not with the pompous 
11in and artificial dignity of .ona who is conscious of stand in~ upon the great 
atuge of the world, but with that umiffected modest simplicity of a mun who 
i• 1iU'ong in the consciousnesa of J;:iis abilitr and his honest rntention to do right, 

Muuy of those who now s1,irrounded hun had voted for other candidates in 
thu co11venti9n, and some, still laboring under a feeling of personal disup· 
pointnient, l1u.d come there not without some prejudice ynfavorAble to Mr. 
Liuculn. But when they say.r ~ man who had worked his w11y from tho 
luunblest station ir;i life to hie present emineni;e, not by fost speculatious or 
q1lvcntu11ous efforts, not on tP.t:1 wing of good luck, but l>y quiet, s~j!udy labor, 
uuliwerving fidelity to principle and his·private und public iiutie~, by tho 
vigor of his geoiu11 1,m~ the ~nergy of hi11 character-tho mun who hod won 
thll ~onfidenci: of the people 11ind VfUlj nuw lifted upon the shi~ld of n great 
uatioual party, not by ingeuious combinationlj and adroit muna,gement, Lut 
liy the pvpular jns~h1ct-µnf~ttered by promi~es, unpledgcd to anybody uud 
•uythiug but thq peoplj! &nd the weltii.r~ pf our cuuutry, his han<l11 frco to 
curry out tlw hone8~ (iictu.te4 of bis pure co1111cience, !lo life pchiud him, uot 
Quly 11-bove reproach, but 11oho\;'~ suspicion, a problem bofor~ him, for tlio 
1ult1tion of ~hich he was emill!l'1tly fitted by the native virtues of his charuc­
l11r1 tho high abilities of his mind, and~ 1>tro11g h9ue11t purpo~f.l, then they 1111 
ft!lt, -.yith thi4 pure and p1Ltriotio 11tatesman, qll those gnmt qualities would 
rllturn to the wl~ite house, which iµa)}es r~p~~licl.ln gov~lm1ent what it ough~ 
tu h.,i-~ government fo1.1nded upon virtue, And an Eastern delegate, who . 
l11LU voted i.tgainl\t him in th~ convention, wJ1ispered to 11w }11 a ~one Qf tho 
higheljt sv.tiafaction : "Sir, we might b1i.v~ dou~ a mQre quring thing, but 
wu certainly i;oqld not hqve done a better thing." 

I caonQt fin~ words sirong enough to dt;i!igna,te the &Oliness pf thoso who 
aueeringly 11iffected to see in ¥r. Li11coln ~ut ~ s~cond or thir<l n,i.t~ man, who, 
like Pol~ A~d Pierce, had be~n ~aken up merely for the pur1wse of expt1di­
~11iry, L~t ~h~111 a~k Mr. Di;iuglas, from who~~ hands he wre1:1ted th~ popular 
majority in Ill~no.il!; let them l)S~ tl1os1J, wqo once f~lt the m11gic touch of 
1ii11 luci~ tnin~ 1J,nd honest heart; let his detractqrs ask· their OWJJ secret mia­
givingli, o.q~ in their own fears they will re~ the caus~ Qf the joy and as1:1ur 
am:e c,if l_iis. fri~nds. T~ey whi~U~ ir,. 9r~e~ to. keep up thcj~ c91,1ruge i !Jut, 
1,ue~hiu,~I\ ~~ i~ Or doleful sounp. So, then, w~ e~~~a bt;for~ t~ll p~ople, with 
,1~ plu.tfqrm 9.f free labor, i;trJd upon it ~true rep,res~ntative Qf fre~ lubor, ua 
"1;1111di~l\te ft?r the presid(lU'fY· On thi~ v.ttit4d~ "fVe ~hulle~ge i;iur en~miea 
~ tht: b~ttle, 

Oil our: 'lfu.nk w~ are thre11:te~ed by th~ C9nstituti1;1,i~l T)pion-nonJ1.1~ 
1e;ript j by ~hat party of dry ~~arts and de~d weights, who l'~~ently as~Olll ~ 
bl11d ut B.&ltiip,ore, qnd, c,onscious of thei.r inl\bility to ll)1'kE( ~ pl~tfor111 1 
adopted a sentence from u. fourth of July oration us their commpn crnc111 
111~ \Viii in all probability circulj\te Mr. Everett's Mount Verr;ion pupers u11 
lh!;lir principal, campaign do~uments." They ~n9w' no .,Qrtb, no south, llU 

, ... t, 110 \\'.est, nq a11ything, and least of 1111. ther kqow. t~~m~f!lves. Sllu 
Utq111 march on, ready to charge, gently nnd with f~1·b~11r&nce 1 lc~t they stq1 
up1111 llljl/l)eqpdy'~ to~s, qnd slowly an<l noisele~sly, lest tl11:i1· Qwn qolJicn1, 
frightened ~y the1r own impctuortity, ~uspµc~ thcm11elves of sjui.~ter desig1111-
for tlftiir8 is Un army Which by the UCCidentu) eip}o~iOll (/f !' perCU&::iiUll t;Ul# 

Plight Le thrown irito the 1uost frightful JisHrdur. It is su1~ -t!iat 011u uf 
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their cnndidate1 conten\platell deolimng the· nomtnation,. Uti him well pon-. 
dllr whu.t he is 1loi rtg • . Let him not1 with hie aoeustomed.ra•hnel!ll in political 
mntters, skip ovar so awful n. respot1sibility; upon hiij resolu~ion so. or so may 
dopClul 11. ditforcncu of five or ten votes at the n~tt national el.ect10~ • . 
, In front we face t~e Democrucy. · rrhanks tQ the restless unpatlence of 
llr. Douglas's aml>itioni and to hie µtisoru~ulous dupl.icity, the Demqcratio 
pl\rty is fast falling to piedes1 Indeed . . we u1·~ greutly indebted to thut .man, 
When, Ly the Nebruska bill, and the mvent1on of the po~ular sovereignty 
JoJge, he tried to gain the fuvor of the south, .he helped butld up the Uep.ub, 
Jican party in the uorth ; and when by tefusrng to acknowledge the logical 
co11scque11ces of his own position, he tried to retrieve his fortu 11.es 11.t the 
ROl'th, he disorgnuized tlttl Democratic party at the south. And even lutely 
he 1l1!1llo11strated the existence of the irrepressible oonfliot more olearly and 
forcibly, with due deference to G?v· ~ewurd be it said, t~an ten Rochester 
spoeohes could have done. He 1s hke the fellow who, m order to get at 
tl1e apples thut hung rather high,· eut down the tree. ·Yes, that mttn has 
done rnuch of our work, und he did ib voluntarily, gratis, for nothing. Let 
n~ be houeRt enough to .confess ft; for, 11ir, I renlly do ttot see why thtt 
ch1lroh 11hould refuse to ac\\nowledge ite obligations to the devil. 

It is not owing to his laudu.blo exertions thut the Derrioctaoy have. opened 
the camr1dgn with two platforms and nary ~anuldute 1 · In fuct, whe~ tuki~g 
all hie kind services into considetntion, I am almost sorry oi ever havmg said 
a.11ythi11g 11g11inst that mnn. 1 But the thing is done, nnd Mt. Douglas must 
bti 1tUl.tisfied with 11s humble an apolob"f as I urn able to offer. 

Tht.: tirst attempt of the Democracy to unite upon' a plutfortn and tu 
noniiuate a. cundidttte foiled. It.could 1'1ot but fo.il so long as some of then, 
insisted 01~ h~ying down a p~rty creed tt1ut mC1tnt some.thingi A Dem?oru.til" 
platform, in or<ler to be sut1sfuctory, must meari noth111g and everythm~, 1u 
tho Cincinnati platform did. But they will try ogain to repress the trre· 
pressible coutlict which rages. in their own .ran~li, and 11.s the day fi?r doln! 
so they have with great propriety chosen the 18th of .June, the. ann.iv.ereary 
of th1~ battle of Wuterloo. What the l'Osult or tho.t Convent10n will be, 
whether one of the contesting foctione will carry the day, or whether they 
will succeed in uniting them, by conceding to one the platfotm, and to the 
other. the cundidate111 thua cheuting each other' in a~temptlng to cheat tho 
people, is to me a mnt.ter of supreme indiffererice. The Democrats un• 
doubtedly thought they hail done a very smart thing' ln adjcnuning their 
Couvcntion without ~ominatiug a Mndidate, so AB to deprive·· us Qf the 
1111pposed advantage of knowing what antagoniat we had to dcnl withi 
Without being a.ware of it, they have indeed done a great thing for us; fot 
they huve obliged us to ~ely for success upon the ' po11i~ive stre1_igth ot' our 
cnuse, iusteud of the acc1.dt.:ntu.I weakness or au opposite cand1dnte. And 
in this noble and manly attitude we stand before them the only united 
Natiounl party in the laud. 

Wliile the Union-savers did not dare to lay dowrl a common party creed 
-while the Democrah, with unscrupulous duplicity, attempt to commit a 
new fraud upon the people-the Republican party hus, with 'tnlmly foarlesa. 
ncas, procluimed its pl'ineipli>s and uomlnated a cundidate who fuirly and 
J1011estly rcprcet111ta them. We have ui1d<irt11ken to defent our oppo11euta1 
11ot by co11cei:1sio11 aud subterfugu, but by boldly and unequlvocully re· 
MSerting tlie principlc11 in which wo bolii~ve .. We have undertaken to 
dirmrrn the prejudices that uro uguinat us, uot by pundcring to them, but b7 
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tppo1ing to them tltB l1tng"eg4 al t,1.1th, Ni> gre~~intH or • •re~Jy p41ot'ty 
iriumph hlls 4itr.ty@d us inw tbe o.b~ridorim1mt uf 11. 11it)gle po11itio1~ i 110 ~c~irjj 
to cq1ioluila a'1iVlO~.igw.us ulli1m4~s hu11 betr~yed J.lll intQ "'11ingle oompro11iit_,, 
I am pr.oud to MY w11 l11m, di11dah1eQ to p1.1rclli~, "i th~ pric' of n 11i11gle 
article oi o.ur creed, · tl~ supp.art .Qf tlrnt 11m.nll 11~t Qf 11mphil.)jQu11 pp\itj,:i1111f 
who claim t.o holli} th~ blj.l1rnc:4t qf power, 1md who~ oflic~ i~ 11~e11111 to \1uyQ 
been, for )'ttP.re, ~I) dii~Prili~ pJ\rtit:11 w_jtb thE:ir tr~a~tum>"ll pn>mir,cs of 
1upport 5 of tho11a he11rtle~ meu wtio •. wben a whol1f co11tiri4111t ill on firtJ, 
calculate with blopdle1111 ~lllPQM .fr~m wh~t 11i<te they c11n drAw th'> grput~•t 
advantage, .. . 

They ina1 f1u1l big P.Nith thit v,llJn boM~ tlrnt they will he iitrong enoqgli tQ 
deftlllt .us.n.we hay~ 1d1Qwr;i tluull 1.meq11ivoctlly enough, tll&~ th~y will ui:ver 
be 1~r?11~ eoqugh tQ eciri1~1:1t 41\. We. h~v~, il~d~e~, invit.ed ~h~ n1ppllrt Qf 
111 p1ttzen,, whntey"r thii1r p11.rty t1ffihat1on,lj n1ay hqve hflen. B11~ wq will 
pot gain it by fol&e 11r.et~1u:u111. w~ wm speals. tQ tl1iim tlw lurigµnge Qf gnH1t 
principles, we will appeal to their St!P't! pf right and j 4sticc, w~ will l\lltUHd ~ 
their undeft\~4\ndinge with irr~f1>.t,.blu Arg4mt111t11, w11 will stQrm tl1air b~11rtH 
with solemn iiwu.cu.ti~11¥, b4t W/3 h~vti iliwluiri"d to drscl:!u<l to 4mbig1,1u11t 
tricks, which wQuld mf.ke "~ unwul'tby (lf b~ing 1tupp1>rti:d by (lt4ttro11. • • ·v 

Such js the Republican pnrty!of t1Mlv.y, ... It iit 11trqug1 WF ii ~~¥~S llll~ 
fin~• its strength in the greutness of the cause it defends. It will be victo­
rioue, for it deserves success. Its success will be a decisive triumph of our 
c:auae, 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 th11t 
acrupulous jealousy' of principle, that will muke us rather perish thu.11 cu111-
promise the right; with that honest pl'i<le of conviction which springs from 
a deep consciousness of good faith and a trul'. devotion to a just cause. 
And the signs of the times show that even in politic& honesty is thti Lc11t 
policy, for all honest men who mean to do right, a\tho~1gh tl1ey formerly 
1tood against us, o.re fast flocking around our bunner. Listen to me a si11glu 
111oment. 1 Standing as we do on the threshold of great decisions, I ca1111ut 
1utfer my mind to be engaged in the walls of this house, or in the uarrow 
lines of party interest und J1arty policy, not even in tl1c boundaries of thiH 
country. There is the wi e world around us with its manifold rnces of 
pations and men, all of them for thousands of years engaged in the arduous 
1truggle for happiness and freedom, now advancing with sposmodic force 
ind raeidity, . now falling back again exhausted and discouroged; alw11.y11 
1trugglmg to disentangle their feet from the treacherous coils of despotic 
rule, and ·always baffled in their efforts; so much noble blood spilled, so 
snany noble hearts broken, so m11:ny noble ospirations turned into despair! 

And in this world of strife and anguish there arose this Republic, n 
'world of promise. It was the gospel of liberty translnted i11to fuct. It •H t~ be the beacon of hu.~auity. But alna ! the oblivion of despotic 
rule did not work the 11boht1on of the baser passions of J1umnn naturn. 
But half a century elopsed and this free government is ruled by a despotic 
interest, tl1e 'Republic 11inks into the mirn of Slavery and corruption, 11i11ka 
deeper and deeper, and the hope of humanity sinks with it. The advocntmt 
or dea~otism predict its <lowuf all from day to duy, and proclaim with 
exultation that the great experiment of human self-government l1as foih!d, 
J& ia in vain that the best men of the·nation, like the prophets of old, ri110 
up against the growing demoralization. They are aueered 11.t and pcr11c• 
outed, or, at beat, their efforts remain isolated and apparently fru1tleu. 
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Suddenly a g·r~a~1 startling 'outra~e i~ perpetrat~d ! th~ s~O.ve power, w~th. ita 
train of corrupt1on and ·demorahzatwni shows itself m its mike~ defoi m1ty, 
and threatens to swl\How down the wholti future of the country m one .sulp: 

Now the popul11.r conscience wl\kes up. The people of the North rise to 
" last gmi.t effort. 'l'he first attempt . to rescue ~he d~velopment of the 
Republic from the· grasp of · that despotic power fails, bat the n'lovemeut 
grows in- dimensions and. inte~1sity• · We press on and on, and the day of 
t.lt!livemnce is at hand. Oh, 1t comes at lust! How we hcive longed to see 
it! How we counted every minute by the impe.tient throb~ings of our 
hearts! Wo rally in formidable array i every fiber of ou~ bemg trembles 
with eagernes!I for the greatest of struggles; every' pulsation of our blood 
beats 'the charge! Wld place •one of the_ pures.t, n?b~est and able

1
st men 

of the nation at the head of our army-victory 1s within our. grasp. . 
No man in whose soul gl~ws a spark ·of sympat.hy with etrugl?l~ng 

humanity, can now stand jdle •. No heart that was ever fired by the d1vi.ne 
breath of liberty, can pow remam cold. 1 • 

Let Wisconsin stretch her hand across the great lak~s and. grqsp that of 
New York. Let it be known that New York and W1sconern, who stood 
'together to the 'last for Seward in the Convention, will he the first and fore· 
most in the battle for Lincoln and Liber.ty ! 
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SVDilfO JOURNAL TRACTl.-Bo. 9. 

PROPERTY IN THE TERRITORIES. 

S .PEEOH 
or 

·HON. BENJAMIN F. WADE, 
OF OHIO, 

Delivered In the Senate of 'the United States, !Uarch 71 1860, 

Tho Senate resumed the consideration of the 
following resolutions, submitted by Yr. DaowN 
Oil the 18th of J anuarr: 
"Ruol~d, That the Terri tor lea •re the common 

pi:oporty or all tho l:ltat<1 and that It 11 the prlvllege 
"' 1110 clllzon11 ot 1111 thu Stal•• to go Into the Territo. 
rl•• with every kind or deocrlptlo11 or property recog­
~l1•d lt{ the lJonotltutlon ur the United St11tc1, &nd 
hid 11111 er the l11w11 or any or tho St&tca; and that It 11 
·~· cuu.lltutlonal duty or the law-making powor, 
•berover lodged, or by whomooovor uerclaed, whether 
bJ the Coui:res• or tho 'l'orrltorlal Leghlature, to enact 
111b l11w11 ao may be louud ncceuary ror tho adequate 
Ud 1UIHcle11t protoctlon or llUCh !Jroperty, 

"Jluolli•d, 'fbat the Cumu\lttee on Terrltorlee be lu· 
1&ur.1ud to Insert, In any hill they may report ror tho 
.,,aulutlon or new 'rorrlturleo, a clauae declaring IL 
In Ito the duty or the Territorial Leglslatnre to enact 
Mlr~uate aud 11ulllclent law• ror tbe protection or all 
ltod• or vroporty, a• above described, within the llmlto 
.t 1bo 1'erritury; and Lhat, upon lta !allure or reruoal 
i.. du 101 It la the admitted dut)' or Congreaa to inter­'°'" ann pnH ouch la wa." 

The pending question was on the amendment 
ofcrud by Mr. WILKINSON, to strike out all after 
Iba word "resolved,'' where it first occurs, and 
IM:rt: 

M That the Terrltorlea are the c~on property or 
.. ""°pld or tho Un!Led States; that !(Jopgreae baa rull 

E
wor and authority to P••• all lawa noceuary and 
II"' tor the government ur such Terrltorlee; and 
(, lu the cxurcl110 or such j'uwer, It la thu duty or 

'""•'" .. •o to lugl•late In re atlpn to slavery therein 
!Ml &he Interest• or free lubor may be encouraged and 
j>A>l•Cled lu auch Territories. • 

"/luvli!Ul\ 'rhat the Committee on Terrltorlea be In· 
llh<l•<l to u&crt, In auy hlll thoy may report ror the 
~ulutlon of new Tcrrltorloo, a clauae declaring that 
!Mt• 1hall bo noltber al11very nor Involuntary aervltude 
la ud1 Turrltorlea, except In punlahment ror er Imo 
1Mn:<ir thu party baa been duly conTlcted." 

Mr. WADE. Mr. President, these resolu-
8'ollt bring up at once before the Senate two 
4'AincL and opposite systems of labor and civi­
~oo. The resolutions which are proposed 

., 

by the Democratio portion of tho Souate de" 
clare in favor of that ono of those two systema 
which, in my judgment, ia aubvor:1ive of the 
melioration \nd progress of human society on 
this continent. The publio mind, l{orth, South, 
East and West, is intensely engaged in muking 
its choice between that system and the &.:heru11 
of civilization which is asserted by the reaolu~ 
tions submitted by the Republlcau side of the 
Chamber. I cannot, therefore, e::ugg1J1·11.t.o I.lie 
importance of this dobate. It i11 ~ very 01:.­

traordinary thing, Mr. Preaident, that thti loud­
est coCQ.plaintB of mr'1adnlinist.ratiuu of thia 
Government, and the nolaiest alarms of immi­
nent danger to the country, come from thO!le 
who, for a very considerable period, lu\Ve had 
possession of ita vut revenuea, control of ita 
mighty power, infiuentAS of its agen~ and cli­
ents, equally at the capital and in every nook 
and corner of the land, and 110 have formed aud 
directed it& policy, without encountering any 
efl'ect.ive resistance or opposition. 'l'he Rllpub­
lican plll'ty has been alway111 as it Is now, 11b­
solutely powerlcsa to impreaa its priuoipltla on 
the administration of the Govern1m:ut. It 
stands by and looka on, wondering at the pro­
gre!lll of Democratic administration; and won­
dering, moat of all, at hearing those who hne 
conducted it entirely in their own way now 
threatening to pull down the pillara of the 
Union, and involve them all, with thewaalv•, 

• 1::Clo11. 8.u11 .lf TUI OrJ'IOI or TH.I ALB.lM1' EnNtMO 1om.lL. 
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,July 24, 1981 

ECONOMIC RECOVERY TAX ACT OF 1981 
HOUSE BIPARTISAN SUBSTITUTE PROPOSAL 

Description of the Act 

Individual Tax Relief 

0 

0 

0 

0 

0 

0 

0 

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, 1981. The capital gains holding period 
will be reduced from 12 to 6 months after 
December 31, 1981. 

Indexing of individual rate brackets, the personal 
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. 
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0 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 

0 

0 

0 

0 

Effective January 1, 1981, under the accelerated 
cost recovery system (ACRS), 10-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 15-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 15-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. 



0 

0 

0 
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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, 19i6 and 
before the date of enactment will be limited to an 
aggregate $150,000. 

Savings Provisions 

0 Individuals will have a l ifetime exclusion of 
$1,000 ($2,000 on joint returns) of interest paid 
on depository institution tax-exempt savings 
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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 contrib~tions to 
individual retirement accounts. Voluntary contri­
butions to employer sponsored plans will also 
qualify. 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. 

Energy 

0 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. 
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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 

0 

0 

0 

0 

0 

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 

0 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. 
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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 
~o 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. 
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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 19a4. 

Family of Four Earning $25,000 for 1980 

Tax Under Tax Reduction in 1984 
Current "Law · One Earner CouEle: Two Earner CouEle 

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 equally 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. 



SmtnaIY of the Change in Fiscal Year Receipts Resulting Fran 
the House Bipartisan Substitute Tax Program 

($billions) 

Fisca! Year 
1981 1982 1983 1984 . 1985 . 

Personal tax provisions 0.1 -27.2 -76.4 -119.5 -146.9 

Business tax provisions -2.1 -8.6 -20.8 -33.4 -47.0 

Total -2.0 -35.8 -97.2 -152.9 -193.9 

. 1986 . 

-183.3 

-67.7 

-251.0 

Office of tlle Secretazy of the Treasury 
Off ice of Tax Analysis 

JUly 23, 1981 

* Less than $50 million. 

Note: Details may not add to totals due to roundi.n:;. 
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Olzn;Je in Fiscal Year Receipts Resulting Fran the Personal Tax Pmvisioos 
of the House Bipartisan Substitute Tax Program 

($billicns) 

Fiscal Year 
: 1981 1982 1983 : 1984 1985 : 1986 

Across-the-toard tax rate reduction 
of 5% on Oct. 1, 1981 with additicnal 
reducticns of 10% on July 1, 1982 
and 10% on July 1, 1983 ••••••••••• 

Lower tc:p rate to 50% on 
Janua.ty 1, 1982 .................. . 

Indexing of the individual incate tax 
starting January 1, 1985 •••••••••• 

Marriage penalty relief (5% exclusion 
up to $1,500 in 1982, 10% exclusion 
up to $3,000 in 1983 and thereafter) 

Estate arrl gift tax provisions: 
i:hased-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 
rrarital deduction, $10,000 
annual gift tax exclusion, special 
use liberalization and other 
mi.scellaneo.is . ..................• 

Increase IRA limit to $2,000 ($2,250 
spousal) and increase the 
percentage limitation to 100% 
(January 1, 1982) •••••••••••••••• 

Extend IRA eligibility to covered 
perscns with a $2,000 ($2,250 spousal)) 
limit (January 1, 1982).......... -

Increase Keogh plan limit to $15,000 
(January 1, 1982) •••••••••••••••• 

M:Jratorium on fringe benefit 
r'eg'UlatlCl'lS •••••••••••••••••••••• 

capital gain provisions: 20% top 
rate on June 9, .1981 and reduce 
the holding period for long-tenn 
capital gains to 6 nonths 
(January 1, 1982) ••••••••••••••• 

-25.0 

-1.1 

-0.4 

-0.2 

-0.1 

-0.1 

• 

-0.2 

-64.5 -103.6 -119.7 -137.4 

-2.3 -1.2 -1.0 -1.3 

-8.6 -22.7 

-3.8 -7.0 -7.8 -a. 7 

-2.2 -3.3 -4.3 -5.6 

-0.2 -0.2 -0.2 -0.3 

-1.l -1.8 

-0.1 -0.2 -0.2 -0.2 

-0.2 -0.2 -0.2 -0.2 
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Ola.nge in Fiscal Year -Beoeipts ~tin;J Fran the Persaial Tax Provisicms 
of the House Bipartisan Substitute Tax Pro;xam 

($billiais) 

Fiscal Year 
: 1981 : 1982 . 1983 : 1984 : 1985 : . 

15% inveStm=nt tax credit 
for \oOXlburning stoves and 
f't:lx:Ila.c::e.s • • • • • • • • • • • • • • • • • • • • • • • • • • -0.1 -0.l -0.l -0.l 

$2,500 windfall profit tax credit 
for royalty owners for 1981, 
replaced by exanptions of 2 
barrels per day in 1982-1984 
and 4 barrels per day in 1985 
and thereafter ••••••••••••••••••• -1.2 -a.a -0.9 -1.2 

Exetption of dlild care agencies 
fran the windfall profit tax ••••• * * * * * 

Pepeal $200/$400 interest and 
dividerxl exclusion (January 1, 
1982) •••.•.••.•.•..•••••••••••••• 0.8 1.6 

$1,000/$2,000 interest exclusion 
for savings certificates issued 
through 1982 .................... -0.5 -2.8 -1.4 

Pel:manent 15% exclusion 
~licable to the first $3,000 
($6,000 joint) of net interest 
incx::Ite starting January 1, 1985 •• -1.6 

All.cw dlaritable contributions 
al:ove the line: 25% in 1982, 1983, 
and 1984, 50% in 1985 and 100% 
in 1986. (Percents 
applicable to the f i.cst $100 of 
con-tri.bu.tions) •••••••.••••••••••• * -0.2 -0.2 -0.3 

capital gains exclusion for sale 
of personal residence increased 
to $125,000; 24 nonth rollover 
pericxl •••••••••••••••••••••••••• * -0.l -0.l -0.l 

Interest and penalty provisions •• * -0.1 0.1 * 
Phased-in increase in the de minimis 
rule for estimated taxes ($200 in 
1982 increasin; $100 per year to 
$500 in 1985 and thereafter) ••••• * * .. * * 
Camodity tax straddles 
(June 23, 1981) ••••••••••••••••• 0.1 0.9 0.5 0.6 0.8 

1'96 

-0.l 

-1.2 

* 

-3.4 

-0.4 

-0.l 

* 

* 

0.9 

Total, personal tax provisions .• 0.1 -27.2 -76.4 -119.5 -146.9 -183.3 
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C1ange in Fiscal Year Receipts Resulting Fran the Business Tax Provisials 
of the HouSe Bipartisan Substitute Tax Program 

($billic:ns) 

Fiscal Year 
1981 1982 : 1983 1984 1985 

Accelerated cost recovery 
sy-sten ••••••••••••••••••••••• -2.l -8.8 -17.0 -27.9 -41.3 

Phased-in expensing of assets: 
$5,000 in 1982 increasing 
to $10,000 by 1986 • e e •• II e • e • e -~o.5 -1.0 -0.9 -0.8 

Small business cori:orate tax 
rate reduction (January 1, 
1982) ........................ -0.1 -0.3 -0.4 -0.5 

Increase used property limit 
for the investment tax credit 
to $125,000 for 1981-1984 and 
$150,000 thereafter * -0.l -0.l -0.l -0.1 .......... 
Increase accurm.ll.ated eanrings 
test to $250,000 (January 1, 
1982) * -0.l -0.1 -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 ................... * -0.1 -0.3 -0.5 

Freeze percent.age depletion rate 
at 22% for 1981 and thereafter. * -o.s -0.6 -0.9 ~1.1 

Exenpt stripper oil production 
by independent producers 
(Januazy 1, 1983) •••••.••.•••. -0.3 -0.4 -0.4 

Phased-in exclusion of foreign 
earned incare with a housing 
allowance ($75 ,000 in 1982 
increasing to $95,000 by 1986) • -0.3 -0.6 -0.6 -0.7 

Write-off of noter carrier 
operating rights .•.....•..•••• * -0.l -0.l --0.l -0.l 

Ire's for volunteer fire 
depa.rt:Itlerlts • • • • • • • • • • • • • • • • • • • * * * * * 

Stock options .••..•..•.•...... * * .·.* * * 
One-year extension of the 
ex~tion fran Sec. 189 for 

* * * * * la.v-incane housing •.••• • · • • · • · 

..:: .. 

1986 

-€2.0 

-0.3 

-0.5 

-0.2 

-0.l 

-1.0 

-1.3 

-0.4 

-0.8 

* 

* 

* 

* 
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Change in Fiscal Year Receipts Reslllting Fran the Business Tax Provisions 
of the House Bipartisan Substitute Tax Pro:Jiam 

($billioos) 

. __ . ., . ---- -- - ·· Fiscal Year 
: 1981 1982 1983 . 1984 . 1985 :,-1986 . . 

P.ailroad retiranent tax changes • 0.4 0.6 0.6 0.6 0.7 

Investm:!nt tax credit for 
rehabilitatic:n expenditure 
with a basis adjust.?telt 
(15% for 30 years, 20% 
percent for 40 years, and 25, 
for historic structures) 
(January 1, 1982) .••••.••.•••. -0.1 -0.2 -0.2 -0.3 -0.4 

25% tax credit for in~tal 
:resea:rch . .aDO develcpnen:t -o.• (June 1., 1981) . •.• •• · •••••••.•.•. * -0.3 -0.6 -0.8 -0.8 

Increased charitable deduction 
for O:natic:n of research and 
develqpnent equiprent to 
universities •••••••••••••••••• • • • • * 

* * * * * 
State legislator aJl'leI'lCknerl t . . . . * 

* * * * 
* * Susan Long amendment •••••••••• 

Speedup of co?:pOrate tax 
2.3 o.7 -0.l * -0.l 

payments by large co?:pOrations -
TaI:geted jobs credit; extension -0.2 * 0.1 
and nOOification ....•.•...••... -0.l -0.2 

IDB's for mass transit rolling 
* * * * * st.cx::k. ••••••••••••••••••••••••• 

LIFO inventoey simplification •• -0.l -0.2 -0.2 -0.l -0.l 

Dividend reinvestment for 
?Jblic utilities . .............. -0.2 -0.6 -0.7 -0.7 -0.8 -
Total, business tax provisions -2.l -8.6 -20.8 -33.4 -47.0 -67.7 


