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The Reagan Revolution

(U) BACKGROUND

(U) Nineteen-eighty marked more than just a change of decade. It was a change of
mood. Some have called it the Reagan Revolution. Reagan, a forever optimistic actor from
California, came to office with a world view in complete contrast with that of the 1970s.
He was tired of talk about limitations, wanted none of the gloom that had settled over the
White House in the late Carter years. He would restore America’s power in the world. He
would start by spending the nation back into prosperity.

(U) When Gerald Ford left office, the national debt was $644 billion. When Jimmy
Carter departed, it was $909 billion. When Ronald Reagan left office, it was more than 2
and one half trillion dollars. The severe gap between income and expenditures had a long-
term impact on many areas of national life, not the least on the funding of defense
programs,

(U) It was Reagan’'s dual approach that created the problem. He would generate
demand by cutting taxes, but, paradoxically, he would increase spending on national
defense. This would leave a gap between revenues and expenditures that would be made
up by cutting domestic programs. But domestic programs could not be cut that much, and
a considerable portion of the national debt came from the funding of defense programs.

(U) At the core of Reagan’s defense revival was intelligence. It meant getting good
information on adversaries, and it meant employing that information in active ways — a
strong covert action program. The new DCI was a long-time Reagan friend, the manager
of -his successful presidential campaign in 1980 — William Casey. Casey’s intelligence
background was OSS in World War II. OSS had been excluded from COMINT during the
war, and so to them intelligence meant HUMINT, i.e., agents. He had no experience with
SIGINT, but he was a fast learner.

(U) When Casey became DCI, “technical intelligence” had just about taken over. The
Carter administration believed in it, and most of the money went toward it. Despite the
well-known Reaganesque proclivity toward agents and covert actions, this did not really
change during his administration. His transition team wanted more money dumped into
satellite programs, and the Reagan administration cut its sails in that direction from the
first day.! Casey himself quickly came to understand the value of SIGINT, and did not share
the institutional view of NSA that so dominated the thinking of his own staff. His own
deputy, Bobby Inman, said later that

(U) For all of my difficulties with Bill Casey on so many other issues, on this one I would give him
a clean bill of health....While he set out to rebuild and revitalize the DDO, he recognized the value
of Signals Intelligence and the role it played....He did not bring an instinctively parochial view to
the issue. Was it relevant? Was it timely? Was it useful? Did you need more money? These were
the sorts of basic attitudes he brought. z
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