
Policy Impact Detail - Reagan Administration (First Term) (1981–1985)
15 Important Policies / Decisions and their relevance to inequality

Query used to generate the 15-item list

What were the 15 most important decisions, policy changes, or legislation undertaken by the Reagan Administration, First Term (1981-1985)?

1. Economic Recovery Tax Act (ERTA, 1981) - major supply-side tax cut lowering the top
marginal rate from 70% to 50%.

2. Omnibus Budget Reconciliation Act (1981) - large reductions in domestic and means-tested
program spending.

3. PATCO strike and mass firing of air traffic controllers (1981) - dismissed roughly 11,000 striking
federal workers.

4. AWACS sale to Saudi Arabia (1981) - major foreign arms sale approved over congressional
opposition.

5. Tax Equity and Fiscal Responsibility Act (TEFRA, 1982) - reversed about a third of ERTA's tax
cuts to curb the deficit.

6. Garn-St Germain Depository Institutions Act (1982) - financial deregulation affecting savings
and loans and mortgage markets.

7. Job Training Partnership Act (1982) - replaced CETA with a new federal job-training
framework.

8. Voting Rights Act reauthorization (1982) - extended and strengthened key provisions of the
Act.

9. Strategic Defense Initiative announced (1983) - proposed missile-defense research program.

10. Grenada invasion / Operation Urgent Fury (1983) - U.S. military intervention in Grenada.

11. Beirut barracks bombing and Lebanon withdrawal (1983-1984) - Marine deployment ended
after a deadly attack.

12. Social Security Amendments of 1983 - solvency package combining payroll tax increases, a
rising retirement age, and taxation of benefits.

13. Caribbean Basin Initiative (1983) - trade and aid program for Caribbean and Central American
nations.

14. Deficit Reduction Act of 1984 - closed tax loopholes and raised revenue to address the
growing deficit.

15. Sustained defense buildup (1981-1985) - large, sustained increases in military spending and
Cold War posture.

Relevance to Inequality (evaluation of the 15 Important Policies)

# Policy / Decision Meaningful
impact?

Direction (Favorable To) Impact

1 Economic Recovery Tax Act (ERTA, 1981) - major supply-side tax cut lowering the top
marginal rate from 70% to 50%.

Yes Wealthy (top-rate cut and capital gains
treatment)

High

2 Omnibus Budget Reconciliation Act (1981) - large reductions in domestic and
means-tested program spending.

Yes Wealthy (means-tested program cuts fell
on lower-income households)

High

3 PATCO strike and mass firing of air traffic controllers (1981) - dismissed roughly 11,000
striking federal workers.

Yes Wealthy (weakened private-sector union
leverage broadly)

High



# Policy / Decision Meaningful
impact?

Direction (Favorable To) Impact

4 AWACS sale to Saudi Arabia (1981) - major foreign arms sale approved over
congressional opposition.

No

5 Tax Equity and Fiscal Responsibility Act (TEFRA, 1982) - reversed about a third of ERTA's
tax cuts to curb the deficit.

Yes Common Man (reversed part of the 1981
cuts; closed loopholes)

Moderate

6 Garn-St Germain Depository Institutions Act (1982) - financial deregulation affecting
savings and loans and mortgage markets.

Yes Wealthy (asset/credit channel); Mixed
overall

Moderate

7 Job Training Partnership Act (1982) - replaced CETA with a new federal job-training
framework.

Yes Common Man (narrower than CETA, but
targeted job training)

Low-Moderat
e

8 Voting Rights Act reauthorization (1982) - extended and strengthened key provisions of the
Act.

No

9 Strategic Defense Initiative announced (1983) - proposed missile-defense research
program.

No

10 Grenada invasion / Operation Urgent Fury (1983) - U.S. military intervention in Grenada. No

11 Beirut barracks bombing and Lebanon withdrawal (1983-1984) - Marine deployment ended
after a deadly attack.

No

12 Social Security Amendments of 1983 - solvency package combining payroll tax increases,
a rising retirement age, and taxation of benefits.

Yes Common Man (stabilizes social
insurance); Mixed (regressive financing,
higher age)

Moderate

13 Caribbean Basin Initiative (1983) - trade and aid program for Caribbean and Central
American nations.

No

14 Deficit Reduction Act of 1984 - closed tax loopholes and raised revenue to address the
growing deficit.

Yes Mixed / modestly Common Man (closed
high-income loopholes)

Low

15 Sustained defense buildup (1981-1985) - large, sustained increases in military spending
and Cold War posture.

Yes Mixed / Indirect (deficit-financed; some
manufacturing employment benefit)

Low-Moderat
e



Narrative Analysis - Items with Meaningful Inequality Impact
Only a subset is expanded here to keep this as a true companion report.

Economic Recovery Tax Act of 1981 - inequality impact

ERTA was the centerpiece of first-term economic policy: a phased-in, across-the-board cut in
individual tax rates that lowered the top marginal rate from 70% to 50% and the bottom rate from
14% to 11%, alongside accelerated depreciation for business investment and an increase in the
estate-tax exemption. Because higher earners received the largest cuts in absolute dollar terms
and derive a larger share of income from capital, the law's direct distributional effect was to
increase after-tax income concentration at the top.

Supporters argued the growth effects would broaden benefits over time; critics noted that tax
revenues fell relative to a no-cut baseline and that federal deficits grew substantially, eventually
prompting TEFRA's partial reversal the following year. Regardless of the growth debate, ERTA's
direct distributional mechanics — a larger rate cut for top earners and reduced capital taxation —
make it one of the most consequential inequality-relevant actions of the entire 1977-2025 period,
since it established a lower-tax-on-capital template that shaped tax policy for decades.

Impact rating: High. A first-order, structurally significant change to the tax treatment of high
incomes and capital, with effects extending well beyond this term.

Omnibus Budget Reconciliation Act of 1981 - inequality impact

Passed alongside ERTA, OBRA-1981 cut federal spending across a range of means-tested
programs, including food stamps, Aid to Families with Dependent Children, and housing and
job-training subsidies. Because these programs are targeted specifically at lower-income
households, the spending reductions fell almost entirely on the bottom half of the income
distribution, in contrast to ERTA's tax cuts, which were concentrated at the top.

Taken together, ERTA and OBRA-1981 represent a coordinated shift in fiscal policy: lower
taxation of upper incomes and capital, financed in part by reduced support for lower-income
households, rather than by proportionate deficit spending alone. The combination is one of the
clearest examples in this treatise of two policies whose individual mechanisms point in the same
distributional direction.

Impact rating: High. Direct, targeted reductions in support programs for lower-income
households, paired with tax relief concentrated at the top.

PATCO strike and mass firing (1981) - inequality impact

When roughly 13,000 air traffic controllers struck in violation of federal law, President Reagan
gave them 48 hours to return to work; when most did not, the administration fired approximately
11,000 of them and banned them from federal employment for life. The controllers' union was
decertified shortly after.

The inequality relevance extends well beyond the controllers themselves. Labor historians and
economists widely regard the episode as a signal to private-sector employers that aggressive
responses to strikes, including permanent replacement of strikers, carried little political cost.
Private-sector strike activity declined markedly in the years that followed, and this shift is
frequently cited as one contributor to the broader decline in union density and labor bargaining
power that characterized the following decades — a structural change closely tied to the labor
share of national income tracked throughout this treatise.

Impact rating: High. A symbolic and practical turning point for private-sector labor relations, with
effects on bargaining power that outlasted the term itself.

Social Security Amendments of 1983 - inequality impact

Facing a near-term trust fund shortfall, a bipartisan commission produced a rescue package that
raised payroll taxes, gradually increased the full retirement age (eventually to 67), and began
taxing a portion of benefits for higher-income recipients. From an inequality standpoint, Social
Security is one of the most effective poverty-reduction programs in the federal government, so
preserving its solvency is inherently protective of lower- and middle-income retirees.

The financing mix was not evenly felt, however: payroll taxes are regressive relative to income
(they apply only up to a wage cap and not to capital income), and a higher retirement age is more
burdensome for workers in physically demanding jobs and those with shorter life expectancies.
The benefit taxation provision, by contrast, was progressive, since it applied only above an
income threshold.

Impact rating: Moderate. Net effect leans favorable to the common household by preserving a
major equalizing institution, though the financing mix includes regressive elements.



Sources

- Congress.gov - Economic Recovery Tax Act of 1981 (H.R. 4242) legislative summary
- Congress.gov - Omnibus Budget Reconciliation Act of 1981 legislative summary
- Congress.gov - Tax Equity and Fiscal Responsibility Act of 1982 (TEFRA) summary
- Congress.gov - Garn-St Germain Depository Institutions Act of 1982 summary
- Congress.gov - Social Security Amendments of 1983 summary
- U.S. Bureau of Labor Statistics - historical unemployment rate series, 1981-1985
- Federal Reserve History - the Volcker disinflation, 1979-1982
- Economic Policy Institute / World Inequality Database - top income share estimates showing the post-1981 inflection point
- Reagan Presidential Foundation - Economic Policy overview (background)


