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(holan/ihochigian) First Draft

’

Februacy 3, 1981

ADDRESS WO THYE KAPLON = TIURSDAY, FPERRUARY 5, 1981

GOOD BEVENTHG:

Throughout the Presideniial election camraign last fall,
r came before you in the procegs of what I called a national
conversation. It gave we an opporiunity Lo speak plainty
about the difficult problcous facing our Wation.

Tonight, for the first time as yvour President, I am
continuing this conversation to share with you my views on
the‘profound economnic crisis we face.

Shortly before 1 took the oath of office, I asked my
advisers to preparc a comprehensive look at the American
economy. Just as you revicew your personal finances and
prepare your income taxes, 1 wanted to have a national audit
of Awerica's financial condition.

Their report was prescnted to me yesterday. Frankly,

I found no surprises. You arc going to find no surprises.
The sum total of what we face is nothing less than an economic

mess. Those are blunt words, but we have long since passed

V)
]

~the time when we can hide behind lofty cconomic phrasing.
Two weeks from now, I will outline to the Congress

of the United States the actions I feel must be taken to

rescuc our economy. Tonight, however, I am goinyg to outline

the dimensions of the crisis, discussbhow we got here, and

enlist you, the people, in the enormous effort it will take

to regain our ecoromic vitality.




.national production. Last yecar, it took 23 percent.
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Let us begin with the plain truth. We are not/on the

road to recovery. Instead, we stand on the brink/of economic

calamity. ¢

\

?:on

The Federal budget is badly out of txol, ard we are

faced with runaway deficits. . Ten month#

Administration projected a suryp’ f $Ohe /516 billion.
- i € 4 A
Now, we face a deficit of aro@nd $80 billion -- the largest

ever in our history. The entixe U.S. bpdget in 1957 Qas
less than this year's deficit z;g\iéﬁsuthan;the—$§0 billion
we are paying this year in_intefest alone on our staggering
national debt.

This irresponéible spending goes hand in ﬂand withAthe
steady trend in the growth of government. In 1960, there
were 10 Cabinet departments and now there are 13. 1In 1960
we had 2.2 million Federal employees being paia £12.7 billion

a year, and now there are 2 3/4 million employces making

$56.8 billion pexr yeax,

SPENT - )
In 1960, government consumed 18 1/2 percent of our

The inescapable result of government out of contxrol is
inflation out of control. .

-Inflation iﬂ 1879 ran at 13.3 percent. Last yeaxr it
finished at 12.4 percent. In the entire eight years. of the
Eisenhower Administration the total cost of living rose only

11.6 percent. Today, that seems hard to believe.
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Ten yoears ago, rarbgage interest rates avoeraged aboulb

h: e
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FLopereant, and nos thoy aroe at

i the absurd level of

¢

13.5 percont. &4_7w4£7 6(LCV”‘

Look at your incore tax burden. Pwo decades ago, yea
paid less than 11¢ to the Fedearal Government on every dollas::
you carned. Today, you are paying ncarly 18¢. The burden
of Federal taxes per family has quadrupled since 1965.

Finally, too manj Muericans are painfully aware of the
sluggish condition of our cconomy. Last year's recession
pusted unemployient rates from about 6 percent to nearly
7 1/2 percent. Numbers do not adecuately mcasure the human
suffering this implices.

That is a brief swwmary of the national economic auvdit
that has been presonted to m@ -— a confusing jumble of
numbers and charts.

But this report cannot begin to translate the deep woray
each of you fcel. No citizen can avoid the critical problem
that faces all of us: how to cope with potential economic
disaster.

That's why I have sot aside what_amounts to just one
nore govaernnent report. Instead, let's look at these

a

alarming cconomic trends in personal terns. ( )
The dollar you spent in 1960 will only buy 38¢ worth
of goods or scrvices todey. While you spent a quarteir of

your income to buy a home in 1960, it now takes more than

40 percont.
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[Have you purchased a car lately? Just ten years ago,
it took about 35 months to pay for it -- today, nearly
44 months.

How does the growth of government relate'to you? Well,
government was spending almost $1,900 per'family two decades
ago. Today, though the average family is truly no bettef
off, the government is spending an incredible $7,800 per
family. Every man, woman and'child carries nearly $4,500
of the national debt.

On the tax front, it used to be that the average family
of four could pay its taxes with the income earned by
February 8. ©Now, you must work a month longer -- into
March -~- to pay your Federal taxes.

There are also some hidden payments in your lives.

If you are lucky enough to buy that automobile which requires:]
44 months to pay off, you should also know that government
regulations have added $666 to its cost.:

All of these problems are the legacy of a bankrupt idea:
that the government is the source of our economic well-being.
And novw, those who have promoted the notion that the

government offers the cure for our economic ills have run
out of medicine. We are not only running out of medicine;
we are, more importantly,lrunning out of time..
Left uncontrolled, here are some of the conseguences that

would be upon us before long:




- L0 apflation contbinue: at the sand rates an anbouobilc
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7 \/ Y o that costs $6500 in 1981 will cost wora than $12,000
A

v in 1965,  The utility bill which runs at. $11L0 pox
b |
%& <%\ month today would jumg to $229 in 1985.

7 /) - ae LRV 2 T AU 132017 Froimn oy v r v o Ve Ao Y o T3 T o .
e \ The average percentage of your family's incowne going A4 .
X T ol

to Federal incone taxes will jump again from 18 15 )

percenrnb today to moroe than 21 percent in 1985,
--  While our GNP will grow by $1.2 trillion in the ‘7‘g2_&W¥7f
next th;&c yeers, the Pedoeral Governmenlt's share &Jhém%.
of the increase will be nore than 26 percent. &
Historically, the goverrnment's shave has rarvely Twwﬁfwk
risen above 20 pevcent.

All of these treuds are lesding us direc

1
i -

1y toward a

or

trillion dollar national debt.

When the Tederal Covermnent increases its debl it competoes
with you for monecy. That, in turn, heoelps kecp interest rates
at today's extraordinaxily high levels. These high rates not
only keep inflatiorn high, they deter investments, and it
isn't long before all America falls into economic decline
Tt isn't governuent that suffoerys froan this vicioﬁs cycle;
it is you.

And yet, we have continucd to allow deficits to push up

our debt as if there were no ncgative consequences. The

record is frightening.



waGge 6

In 1960, our nalinnal debt siood at G284 LA Y dion.
By 974, as I prepiered to leave the Cove viiorship of

California, it had Llecped to $474 bLillion.

the oath of office 16 days ago, it stood at $939 Lillion
Ind now we have bhoeen Forvced into ash ing the Congress to

Ctre P£BF ¢ sien a )
raice it to S085 Lillion.

The unbelicevable magnitude of these nunbers illustrates
how we Lave engaged in a form of national self-deception.

In 1971, the Congrass of the Unitoed States last sot what it
callca a "permanent” debt limit of $400 billion. Since then,
each time the debt limit has been raised, it has becn
southingly called a "temporary" increasec.

In othexr words, as our national debt approachaes one
trilliorn dollars, we arxe told it is only "temporary." Well,
this is the kind of debasement ¢f the Inglish language that
has gotlen us into so wmuch trouble. We've hidden bohind
fictions and budget hocus-pocus. We've deceived oursclves
into thinking that the mere use of words would prolact us

from cconomic choos.

~ = 7

I've done a little research on tihis. I found that tho
: K EATIEELET

"temporacy" debt limit has been raiscc.v 21 times since 1971.
If a bank told you you could borrow $5,000, do you think it
would let you go back 21 times to increase the loan without
collateral? You know the auswer o that guestion. Well, it
our job to c¢onvince this governmnent of the answer to that

question.
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Vie are going to stop hiding bolidind Lriclk phrases and
s Ve s ¢ g R B FASEE A T . e PR N oo A B . . . .
Slorescraeens.  We may hive beon lookiog ab a "tewporary'

rise in our debt, hul voun and I hnow that the Leaporary
rise has becone a permancutl burden.

Thus, my Lirst goal in getiing our economy back on
tvack is to tell the truth and to quil manipulating
definitions.

I wish that woe could magically undo all this damage.
We can't, and we won't. But wvoe can start by being honest
with ourselves.

T'm not asking you to he patient; I'm asking you to

use your impatience to make sure this difficult process is

wn

secn through to the end. I won't ask you fo do with less
because when the times are most difficult, our people have
always done the vight thing.

Now, let me brieily describe to you the four basic
clements of the plan 1 will be submitting to the Congress
when it returns {from its roeccss.

First, I awm going to proposc the largest reduction in

Pederal spoending eveo prescuted by an hmerican President.

J

L am determined to break the cyél. of inflationary cxpecla-

tion and balance the budget at the carliest possible date.
No government in history has voluntarily cut its own

size. ‘That is why we wust take this action on our own.

As parents we know that we can repeatedly lecture oux

children on the cevils of waste ond exlyavaganca, but nobhing
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v w0 effoctive as o oy oculting Loch thelr altlowence.
nhe Poedoeral) goveuvnani o wil its spoending o5 ] vowhien w
tako action to stop it from spending.
In this process, all oso tal needs of our society
will be met. Ouc of (o ts will bo as even-handed as possible.
My cuts will affect covoeryone bub the truly necdy, and everyona

will beuefit fromw this pe

SOgram

1p“1vdan he

truly needy.

Only those who unfairly and unnecessarily feed at the
Federal trough need fcar what woe do. FPor cxample:

- We will cut grants that benefit mostly the grantsmen.
These professional middlemen and clever long-tlexrn
budget manipulators will be a special targel.

- We will not subsidize busincsses at the expense
of the American peovle Our policy will bhe to
encourage business to earn its profits in the
marvikcetplace «nd not in the Tederal budget.

- We will not continue programs simply bacause
"that dig the way il's always bcen done." It's
tiwe to get away from business as usual.

"o help cut the budget, without hurting tihe ncedy, T plan
an assaullt against the fraud and waste that we have in
governwent. 1 will be rigidly intolerant of wasteful
activitics, and T will scek tough criminal penaliiies against
fraudulent oncsl
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T don't thivk, #. this point, thiat T need to dwell on

(Gl

the ebhviousr, From yo i persopnsl on

o

knows that inflation is destroying ouv cconony —- inflation
fed by huge deficits and paild for by printing-press monay.

T will, however, restatce one of my most serious personal
concerns, and that is the eflfeccl of inflation on the family
unit. I approve oi and support women who wish to enter the
work force. Yet, thers is no gquestion thalt hundreds of
thousands of wives and mothors arc working today only because
they have no ocher choice. They are simply trying to help
their familices stay cven

This has resulted in incalculable socilal and cultural

ostg. It has cub down on the intimacy of family life by

reducing leisure time for family uC,LJ_V_LtJ_C,‘S. Among woxrking
people it has led to foolings of frustration and demoralization
even ragoe and exhoustion.  In my opinion, these developments arve

in grea 'L measure responsible fov the sericus rise in family

instability and unhappiness. That price is unacceptable to me.
My second proposal will be to reduce personal income tax

rates ten parcent cach yeary for the next three years. And 1

will cail for an acceleration in the ability of all businc

550
small ag well as large, to write off capital investments against
their taxes.

Personal cuts will reslore youu opportunities to work

and save and invesb. 1t will result in economic growth and the

creation of nore jobs.




Lusiness culs will cncourage invesianent in new plants

and cequipment and provide thoe capital for hadly-needod

productivity growth. “he resallt: more jobs, better producls,

and less inflation.
Just as oux personal tax laws are structured to achieve

certain goals, so nmust our business taxes. A5 an individual,

you can deduct mortgage interest which encourages homeovmiership,
and you can deduct charitable contributions which encourages
works oif benevelence. DBusiness must also be able to iwmprove

its worl:, renew the qﬁality ol its equipmcﬁt, and prepare Lo
the future.

The sum of hbusiness expansion and growth is poosonal
vell-being and jobs. I know there are those who oppose
business. tax cuts, but the fact is that business doecsn't
pay taxes; you pay tanres. BEvery tax has to be passced on as.

a coslt of doing busincss,

The third step in wmy plan will be to lessen goveirnmont
interference throudn the regulatory process. We must reform
government regulation, eliminating needless and excessivaly
costly rules and reguircuents. . But vihiile we act to reduce

the burdens of governuwenlt, we will never lose sighi

: i

of the
legitimate ends that they sexrve. Our food will remain safe
to eal; our medicine will cure and not cause disease; our
products will not threaten our lives.

llowoever, we will review all old regulations and keep

only those which arc absolutely ecssential. We will look at
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on T Do popnand fas 3 & % P - o Bk R i o R P T . ~
alicinutiwae wavs ol eohiow g retselatory objoectives and sereon
all rov regulabions,. Vo will male asscessmonts of regulabionas

based upon the costs they ilmpose comparcd to the benefits thoey
provido.

L %y

Fourth, we must o with o close understanding of how
mporitant the monetary clement iz. In plain languacge, T
think we can work with the Federal Reserve system, and in
connection with our climination of Yederal deficits, we can
drive down inflation and restore the purchasing power of the
dollar.

My proposals are based on very simple principles. If
you want loss of something, yvou tax it. If you wanb wmore of
somathing, you reward it. 1f you want wmore productivity, you
reward productivity. If you want to stop goiug intoe debt
stor rewarding the accumulation of debt.

Since the carly 150603, the FPederal Govermaavlt has
followed policics basgﬂ on the hope that we could "fine

tunce” our woy out of inflation and unemployment. The result

=

has beon "stop-and-go' polizcies -- fighting inflation one

yvear and uncaployment the next. Whenever inflation beca
too high, Washington would increase unewmploywent by raising
taxces and intorst rates.  When unenploymenl then becanns too
high, Washington would open the budget floodgates and print

morce money. And our problems only worsened. I think cutting

spending and cutting taxes go Logather
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PBot au deep as owr probloms ave ond o5 long as they will

takhe to resolve, I have [oith that Logeithor we will get the
job done, MU 1o in the nolure of thoe Amcrican people not to
shrinl from the tough decisicns.

I am confident that in tiwe we will return not only to
prosperity but to a prospoerity that preserves the value of
our wecalth. We can create the incentives which take advantage

of the genwius of our econwndc systen -- a system, as Walter

Lippnan observed more than 40 years ago, which for the first
time in history gave mon "a way of producing wealith in which
the good fortune oif others multipliced their own.”

Our aim is not to limit our wealilh and merely allocate

it differently. NWor is it Lo favor the few wvhile ignoring

-t

2}
Ié

the majority. Instead, we seck to increase our national
wealth by rewarding hard work and risk-—talking. We seck also

to make our national wealth worth sowcething

gy by forcing this
government to live within ils means.

Over the yvears we have lel negative economic forces
run out of control. We have stalled the Jjudgment day. We
no longer have that luxury.

Tonight I have {rvequently made statistical comparisons
to the year 1%60. Of couroe, much has changed o7 the bettex
since then. But in tevms of our economny, how can we dispuloe
that things have gotten worse? 4

+/

Since 1960 our government has spent $5:2 trillion; ouw

f]

iy

debt has grown by $646 billion. Inflation has exnploded by

C7)
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Ardt, Loy wach wovese off are we [or
it oaily

When we meosure how havshly thesoe yeaws of inflation,

Pt

lover productivity, and uncontrolled govornment growth have

£ i
) 1

affected our lives, we know we must act quickly

We must not bex timid,. We wil] mot be timdd.

We will restore the frecdom of all men and women to
excel and to create. We will unleash the encrgy and genius
of the Awnerican people —-- Ltraits which have never falled us.

To the Congress of the United States, 1 extend my hand
in cooperation.

‘fo ny colleagues in the Bxeccutive Branch of governmant

and to all Fedeval awplovecs T ask that we work in the s

spirit
of servico, Woe have no powers excoept thoée that we Gerive
from the p=zople.

To those great institutions in Anerica —-- business and
labor -- I urge you Lo be guided by the national intevest.

! i

Thae only spoecial interest wo will serve is the intovraent

o]
)

the pceoplc.

To oy fellow citizens, T proposce that we join to do no
Less than shake the very foundations of cur ecosonic system.
We will work togollber and act responsibly. We will do so
with the most profoc md respeat for that which wo mast
preserve and with sensitive understanding foxr those who must
bo protected. Please give mz youX help.

Thank you and good night.




Daily Treasury Statement
Cash and debt operations of the United States Treasury

January 20, 1981 @6

(Detail, rounded in millions, may not add to totals)

TABLE | Operating Cash Balance

QOpening balance

Closing This
Type of account balance Today | This fiscal

today month year
Federal ReServe 8cCCOUNL...ec.cesesscensens | $2,622 $2,845 $3,062 $4,102
Tax and loan note accounts (Table V)..... 6,568 5,755 9,243 16,888
Total operating balanC€essececscacsss 9,190 8,600 12,305 20,990

TABLE Il Deposits and Withdrawals of Operating Cash

This Fiscal This Fiscal
Depcsits Today month year Withdrawals Today month year
to date | to date to date) to date
Federal Reserve account:
Federal Reserve account: Public debt redemptions
Public debt receipts (Table III-B) $14| $38,423}.%$201,853 (Table III-B)ucvcssenvannsssssanns $102 | $33,347 | $178,380
Pederal Reserve EarningS....eccecee - 480 3.523] Medicare......eecieeveniecerensaas 117 1,972 11,425
Taxes received through Federal tax HEW grants (selected)...ceeeeessss 84 2,607 12,324
deposit system (Table IV).....s... an 6,842 37,553] Unemployment insurance benefits... - 1,045 5,098
Individual income and employment Interest on public debteeecescenss 7 281 9,186
taxes, not withheld..eveveoocasoas 1,028 4,802 8,166| commodity Credit Corporation(net). 73 1,195 3,449
‘Estate and gift taxeS..coeescoccoss 21 292 1,826] Export-Import Bank (net).......... - -17 408
Customs and certain excise taxes... 25 358 2,236| Federal Highway Administration.... = 361 3,049
Deposit by States: Other withdrawals: N
Social SecuUrity.eeecescscoasecaas * 124 3,504 \Q\\N
Unemployment, cesssscssscsescoance 12 151 2,342 &
Supplemental security income..... - 115 551 Unclassified.eeeeecencrnencennes 1,44 30,595} 160,288
Poreign deposits, military sales... 6 586 2,356 Total, other withdrawals........ 1,447 33,926 168,224
Postal Service receiptB..ececmcecececs 113 1,253 7,349 Transfers to other depositaries... - 2,033 6,752
Farmers Home Loan repaymentS....... 34 781 2,608
N N
Other deposits: \\\\\
MR
Total other depo8itS8..ceacescss - - 4,303
Change in balance of uncollected Total Federal Reserve
funds (closing balance $ 807 ) -212 -368 +544 ACCOUNL . oenanssossnesnvsonssnens 1,824 76,750 398,295
Transfers from other depositaries.. 89| 22,471 118,101
Total Federal Reserve Tax and loan note accounts:
8CCOUNL.vesasnnsonssoscnsanass 1,601 76,310/ 396,815] Traasfers to Federal Reserve Banks
(Table Wivwwsss s s cnswsvas o s & s svans 89 22,47 118,101
Tax and loan note accounts:
Public debt receipts (Table III-B) 4 61 292
Taxes received through Pederal
tax deposit system (Table IV).esse 898( 17,702{ 100,737
Transfers from Federal Reserve
BankB.sceeecscssacocscsscscnsonnne - 2,033 6,752
Total tax and loan mnote Total, withdrawals (net of transfers) 1,824 74,117 391,543
accounts (Table V)e.eeereeneeas 902} 19,796] 107,781
Net change in operating cash balance +590 -3,115 -11,800
Total deposits (net of tramsfers).. 2,414 71,602] 379,743

*$500,000 or less.

Subscription price: $62.20 per year (domestic), $77.75 per year (foreign). Includes all isgues of the
Daily Treasury Statememt, the Monthly Statement of the Public Debt of the United States and the Monthly

For sale by the Superintendent of Documents, U.S. Government Printing Office, Washington, D. C. 20402.
. Treasury Statement of Receipts and Outlays of the U. S. Government. No single copies sold.




|  Schweld~
January 20, 1981 ok - 5g°6 i . ’
566

TABLE lll-A Public Debt Transactions =

(Stated at face value except for savings and retirement plan securities which are stated at current redemption value)' N
This Fiscal This Fiscal
Issues Today | wonth year Today | menth year
to date | to date e to date| to date
Marketable: Marketable:

Bills: BAAEB e o s aisimioinie sl uismmisisisis sisiommsmes 4t $1 | $28,052) $140,602
Regular Series......sesrseceessas * | $30,221 $148,038 NGBS o isteis osrs s d Bos e imIee sl6 ARSI IReTe & 3 201 18,006
€Cash MANAREMENt..coeesssvanasases . 2,500 13’502 BONAB s 2000 w54 & snaainiinnn e bonnitedos & 26 2,023

Notebescssnnsnsesocscnossassnsnsne $2 2,679 31 '236 Nomnmarketable:

BONHS o554 n on o n eimieiisiasaiase alo o oiniuiminietate il 1,501 5144 Savings and retirement plan series 88 15295 3,789

Noumarketable: ’ Government account SeriesS.....cases 9 55,590] 290,734

Savings and retirement plan series Forelgn SerieS...ccinveesceacenaes - 705 3,040
Cash 188ue Price..cecsacsssonsss 16 257 1,219 State and local SerieS..cccceecasse i 195 937
Intere8t INCremeDt...cssecsssoss - -87 931 (& O T * * 30

Government account S€ri€S..ceessss ~ 49,663 280,051

Forelgn Series.....cvccacacacssyges = 374 1,585

State and local series..... * 33 989

Othericeeccceorceccsscanarossasass - 3 55

Total 18SUBB...svsesssctassasscnnsan 18] 87,143 482,748 | Total redemptionS.c..ciceceencacacesa| 102 86,064f 459,191
Net change in public debt outstanding -84 +1,078] 423,587

TABLE 111-B Adjustment of Public Debt

Yiansastions 16 Cash ekt TABLE Il1-C Debt Subject to Limit

This Fiscal Opening balance
Transactions Today | month year Closing This
: to date to date Clessifications balance day | This fiscal

B today month year

ublic debt cash receipts:

Public debt issues (Table III-A).. $18 | $87,143 $482,748 | |Total public debt outstanding. |931,2887 931,372 930,210 90@
Premium on new 158U€S..ccrvmccccas = - & Less public debt not subject e ?

Discount on new issues: . €0 IImlt. cuivin oo snnmvinnens ove 607 607 607 608
BLLLS' (=) cGcnnuassscevsvnsinssns - 1,931 9,247 | |Plus other obligations subject
Bonds and notes {=).....ccc00ae. " 15 91 to limit:

Government account tremsactions(-) % 46,800 270,334 Guaranteed debt of Federal

Interest increment on savings and agencleéS.csesscscssansssans 472 472 475 494
retirement plan series (<).s.cecee - -87 931 Specified participation

Total public debt cash receipts,.. 18 | 38,484 202,145 certificateS..cocosencenacs 1,135 1,135| 1,135 1,135

Total subject to limit........ [932,2881] 932,3721931,212 | 908,723

These receipts were deposited in:

Federal Reserve account.ecssessss 14 | 38,423 201,853 | [Statutory limit..ccccecansvess 935,100 | 935,100 935,100 | 925,000
Tax and loan note accountB.c.s.e 4 61 292 " -
Act of December 19, 1980 temporarily increased the statutory debt
Public debt cash redemptioms: 1imit to $935.1 billion through September 30, 1981. 4 ar=;
Public debt redemptione \ W 24cd L) QQbL gﬂ loye o8-
(Table IIl=A)..cwesssvannnosssnen 102 | 86,064 459,161 -—%—— d
Government account tramsactioms(-)| - | 52,718 | 280,782 TABLE V Tax and Loan Note Accounts Joh,Scbnds
Total public debt cash redemptions 102 | 33,347 178,380 by Depositary Category & ferg
Stk -5 6L
¥ Classification Total L
TABLE IV Federal Tax Deposit . 4 p o
System Activities Opening balance today.........| $163 | $831 | $4,761] $5,755 >
InvestmentS, . socsusssasoraases 28 187 687 902
Month Fiscal Withdrawals: a g
Classification Today to year Treasury initiated.......... - - - =
date to date Depositary initiated........ * 32 57 89
Withheld income and employment taxes $785 [$22 ,015 $110 ,655 Closing balance today...c.cove 191 986 5,391 6,568
1 12

gt gl et vcot IR § BT e TABLE VI Memorandum Information

Excise taXeS.ceesssocsscscssansse

Corporation income t8XES...seesssoan 93 788 15,127 Income Tax Refunds Issued
Federal unemployment taXeS..ecosssse 8 106 746 .
Change in balance of unclassified . This Fiscal
taxes (closing balance $7,926 ).... +383 -16 +2,395 ay month year
Totaloeveassisnavsonsessnanees | 1300 | 24684 138,290 to date | to date
These receipts were deposited in: Tadividual.covncncssasscscsscsece $1 $16 $983~
Federal Reserve account:
DLTECELY . eeososecsassncnacscases 220 2,884 15,599 | {Business....cvcrecciccsnssoncsces 36 418 3,822

Remittance option tax and
loan depositarieB..ccececcccasse 251 3,958 21,954
Tax and loan note acCOUNtS.cccscas 898 | 17,702 100,737

Individual refund checka include refunds of overpald FICA taxes
and repayments of earned income credits in excess of liabilities.




GOOD EVENING:

Throughtout the presiential election campaign last
fall, I came before you, the American people, in the
process‘of what I called a national conversation. It
gave me an opportunity to speak plainly about the £x%k
difficult problems facing our nation.

Tonight, for the first time as Rx your President,

I am continuing this conversation. I have asked for this
time to talk with you about the profound economic crisis
thatlies before us.

Shortly before I took theocath of office, I asked
ny staff and prospective Cabinet officers to begin
preparing a comprehensive look at the American economy.
Just as many of you are now reviewing your personal finances
and doing your income taxes, I believed it was essential
that we undertake what was in effect a national audit of
the American economy.

EHARXAHNB X KX EHXBERARRRKXK

That wygxd audit akx has been conducted yk by nmy
skakixxkyxthe Secrtaary of the Treasury, Xkkz the
Chairman of the Council of Economic Advisers, the Director
ofthe Office of management and Budget and my =kafk personal
staff. In addition, I have been consulting with key members
of Congress, trying to obtain from them a complete and
true picutre of kkr our national condition.

That report was presented to me two days ago. Frankly,
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I found no surprises. You are g®xy going to find no surprises.
The sum total of what we face is no less than an economic mess.
Those are harsh words, but we have long since passed the time
where we can hide behind lofty econmic phrasing.

Two weeks from now, I will outline to the Congress of the
United States the steps I feel must be taken to put the economy
gXk of our country back on track. Tonight, however, I WAREXK®X
am going to outline the dimensions of the crisis, discuss how
we got here and to enlist you, the people, in the enormous effort
it will take to regain our economic strength.

Let us begin with the plain truth. We are not on the
road to econmic recovery. Instead, I must report to you that
the Federal budget is badly out of control. RmkkxrxX In both
X948k xardxXIBR (fiscal) 1981 and 1982 we are facedeith runaway
deficits. Estimates of this have grown by mxii?gg;x $100 billion
just in thelast year. Ten months ago, the former administration
proiected a suvrplus of some $16 billion. Instead, we mrmw have
learned that we face a deficit of =mmm around $80 billion -- the
largest ever in our history. The entire U.S. budget in 1957 was
less than this year's deficit.

These exploding deficits have-m&ﬁ&xaxmwxgxky piled a national
debt of staggering propoertions on the backs of the American
people.. This zkx® year, we will pay $80 billion in interest
alone on that debt -- again, by itself greater than the entire

federal budget at the start of Prsident Eisenhower's second term.
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This irresponsible spending goes hand in hand with the
steady trend in the gzx growth of government. In 1960, there

HXE were ‘ Calnbet deparmnts and now there are \3 £ I

A& &0l 3 3
1960 we had ;Lé' federal employees wxkhxa being paid $12, 93, 000, ane/
572 9
a year, and now there are 7738%§mﬂoyees maklng‘SQSq&Mu@QOO .
0 Y9%39

In 1960, government consumed 18% percent of our national
production. Last year, it took 23%.

But the upward curve applies to other economic measuring
tools as well.

Inflatloniia;zligax ran at 15;&;; Last year, it f£in ished
out at EE{%. RempaxsxeRxExknxkhe Rixszrkrwgx In eight years
under President Eisenhower, the emtire inflatoin'was Enly iﬁé%.lLé; 7
Even in the y®sx early 1960s, inflation averaged only a little
more than one percent per year.

Only ten years ago, mortgage interest rates averaged about
%;_L_percent, and now they are at the absurd level of Lﬁ:i%.g

Look also at the burden of your income taxes. 1In 1960
you were paying less than 11¢ mmrxsuygxy to the Federal Governemtn
on every dollar you earned. Today, you are paying nearly 18¢.

In 1965, the burden of fedearl taxes mmE per family was =zkrnk
F¥=xk just under $1500. XmBaxxxkkak Today, that burden is
nearly $6000. |

Finally, too many Americans are painfully aware of the
sluggish condition of our economy. Last year's recession pushed
unemployment rates from about 6 percent to nearly 7% percent.

The human suffering khakimpXxirx this impolies ramrrmk cannot

be adequately measured in numbers.
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This then, is the mrzr national economic audit that has
been presented to me -- a confusing jumble of numbers and charts
that merely confirm kkzmxdsggp the good reasons for our deep alarm.

HporxgRkexXRgxkhXxgxpREixergxkhkExkexxxikax
But this report on my desk cannot begin to translate the worry
zrd that each of you feel. For each of you, the problem is a
little different, but wmex we know one thing that is the same for
EREX everyone: we are all affected; we are all faced -- one way
or ther other -~ by axprzErkxza¥ potential economic disaster.

That's why I think it's important to set aside what you
may think of as just one more government report and to tevsikxwikk
¥REXKRXsXxeyeRIRgxakprkxkhrxprxgoaaX share with yvou in more
distinctly personal terms the affliction that kas crosses this
nation. HewxdpxihsxakXax How have the alarming economic trends
affected your lives?

xaxX2&Ry The dollar you maxmrzgxmx spent in 1960 today will
only buy 38 cents worth of goods or services. If you spent a gquarter
ofyour income to buy a home in 1960, today it takes more than 40
percent. HaX®

Have you purchased a car lately? Just 10 years ago, it
took about 35 months to pay for it; Today it takes maEx nearly
44 months.

And how about the growth of government? In terms of your
£mx% family, government was spending almost $1900 per family
two decades ago. RARxAER Today, though the famiiyx average family
is truly no better off, the government is spending an incredible
$7800 per family.

The Federal debt that I referred to was about $4000 per
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household in 1960, and now each family carries $9000 of
rEkirXa national debt.
On the tax front, it used to be that the average family
of mux four could pay its taxes with the income earned by February
8. Now, you must work a month longer -- into March -- to pay
your f£m@maX Fedral Taxes.
And in case you forgot, there are some hidden payments
in your lives. 1If you are lucky enough to buy that automobile
which requres 44 mmxk months to pay off, you should also kjonw

.

that mm2x government regulations =xx has added $666 to its cost.
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And all of this, of course, is simply c¢oing to lead to
a bigger and bigger national debt. Let's talk for a moment about
our debt. It 1s so =ympweka symtomatic of all of our problems.

As you know, last week wkih with great reluctance, my
2dmikrx administration asked the Congress to raise our national
debt ceiling by another $50 billion. This would bring it to
a staggering $985 billion. We took this action because otherwise
the Federal Government would simply run out of money. We were
forced to take this action because of the growing deficit in
the budget.

I have found, since I've been in office, that problems which
I thoguht were bad have turned out to be far worse than I could
imagine. 1Indeed, we are headed directly toward a trillion dollar
national debt structure.

When the Federal government increases its debt, that means
that the government goes out into the same markets as you do
tao compete for loans. And it is that competition that helps keep
interest rates at the mxkx: extraordinarily high levels they
are now. In turn, these high rates not only keep inflation high,
they pxp¥rzrk deter investments, and it isn't long before all
Pmerica suffers from mzmsm economic decline.

And yet, we have continued to allow deficits to push up
our debt as if nothing was happening and, quite frankly, as

if we were not in charge and able to do something about it.

This is the~kind of concern about the’ irection gﬁ?&gi;gmc””“\\

¢/£ﬁ/2 Z%fggégf;a e mel/géldegto enten/poll ics. ,From that time
ggiggw,however, the-

‘"1tuat10n “onl y worsened.
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9

In 1960, our national debt stocd até&i&l_billion dollars.
By 1966, wehn I first ran for public office, it had grown to
ésugl‘gillion dolars. By 1974, as I prepared to leave office,

n \ ’

it had jumped to %ﬂﬁtzpillion dollars. When I took the oath
of office 16 days aéo, it stood at 930 billion dollars. Aq@ now
it is going up to $985 billion.

This brings up one of the cnetral problems we face. ¥Wm Those
hawexprxmikredxkirxgeurxrmenk who have presided over these increases

have watched as we have engaged in a form of national self-deception.

[ 1
In 190N, the Congress of the United States”Set what they called
a "permanent” debt limite of $£82§£ billion. Each time the v

debt limit is raised, it is called an increase in the "temporary"
debt limit.

Just in case you miss the point, our Xprxmarerkixsdek aA”ai
national debt stands at nearly & one trillion dollars, but we
shouldn't worry because that is =smurp is actually only a "temporary"
figure. Well, this is the kind of debasement of the English
languauge that has gotten us into so much trouble. We've hidden
i@ behind fictions and mg budget hocus-pocus. We've deceived
BHEEXVEE ourselves into thinking that the piper would never be
paid aduxhkxagxxkk and that the technical finery of labels would
preserve us from economic chaos.

I've done a little research on this; and in case yoxfjre
1terpsted the "temporary" debt limit has been ralsedC1 tlmes
since 19_1. If a bank told you you could borrow $5,000, do you
think kheyxxw it would let you go back JZthimes to increase the
loan without collateral? You know the answer to that gquestion.

It's my job to convince this government of the answer to that question.
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Of course, the government can do something you can't --
it can simply print more money to cover its debts. Why
would it be so wrong to expect of our government the very
same kind of fiscal standards that we expect of our citizens?

We arc going to stop hiding behind trick phrases and
smokescreens. We may have been looking at a "temporary"
rise in our debt, but you and I know that the temporary
rise has become a permanent burden.

Thus, my first goal in getting our economy back on
track is to tell the truth and to quit manipulating
definitions.

I wish that we could undo the damage of past years
with some miraculous activity. We can't, and we won't.

But we can all help each other this time by avoiding false
starts.

I'm not asking the American people to be patient; I'm
asking each.of you to use your impatience to make sure this
difficult process is seen through to the end. I'm not going
to ask you to do with less; I'm asking you merely to do
what has to be done so that we can all see a day when there
is more for everyone. |

Now, let me briefly describe to you the basic plan I
will be submitting to the Congress when they return from

their recess. There are four basic elements to it:
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One, I will ask that personal income tax rates be
reduced ten percgnt each year for the next three years.

And I will call fér an acceleration in the ability of all
businesses, small aé well as large, to write off capital
investments against their taxes.

Personal cuts will restore your opportunities to work
and save and invest. It will result in economic growth
énd the creation of more jobs.

Business cuts will encourage investment in new plant
and equipment and provide the capital for badly-needed
productivity growth. The result: more jobs, better
products, and less inflation.

Just as our personal tax laws are structured to achieve
certain goals, so must be our business taxes. As an
individual, you can deduct mortgage interest from your taxes
and this encourages homeownership. You can deduct charitable
contributions and this encourages works of benevolence and
goodwill. So, too, must business be able to improve its
work, renew the quality of its equipment, and prepare for
the future.

The sum of business expansion and growth is personal
well-being and jobs. I know there are those who oppose
business tax cuts, and yet I wonder if they realize that

business doesn't pay taxes; you pay taxes. Every tax has to
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be passed on as a cost of doing business. You and I pay
for their taxes in their products and services. This is
one more item of economic reality which will help us out of
this mess.

My second proposal will be to cut spending. I am going
to propose the largest reduction in Fedefal Spending ever
proposed by a U.S. President. I am determined to break
the cycle of inflationary expectation. And I don't think
I stand alone; I believe every American fully demands that
the idea that we should just "expect" double-digit rises
in prices is unacceptable.

My observation has been that no govefnment in history
has voluntarily cut down its own size. That is why we must
take this action on our own. After all, most of you know
that you can lecture your children time and time again on
the evils of waste and extravagance, but nothing is so
helpful as simply cutting back their allowance. The Federal
gévernment will cut its spending only when we all act to

stop it from spending.

I will do everything within my power to stop the growth
of the Federal debt and to balance the budget at the earliest

possible date.
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In this process, all essential needs of our society
will be met and deserving beneficiaries will continue to
have support. My cuts will affect everyone but the truly
needy, and everyone will benefit from this program including
the truly needy.

Our efforts will be as even-handed as possible. Only
those who unfairly and unnecessarily feed at the Federal
trough need fear what we do. For example:

-- We will cut grants that benefit the grantsmen
while the real beneficiaries get less. These professional
middlemen and clever long-term budget manipulators will be
a special target. Why-should we allow the overhead of the
program to exceed the actual benefits of it?

~- We will no longer subsidize big business or any
business for that matter at the expense of the American
people. We have an excellent marketplace, and our policy
will be to encourage business to earn its profits there and
not in the Federal budget.

-- We will not continue to support programs simply
because "that is the way it's always been done." 1It's
time to shake things up, not just conduct business as
usual.

To assist in cutting the budget, I am also going all
out against the fraud and waste that we have in this

government. This is one way that we can cut costs without
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hurting the needy. I will be rigidly intolerant of
wasteful activities, and I will seek tough criminal
penalties against fraudulent ones.

Government has causéd our inflation. And when we
get control of the government, we will get control of
inflation.

I don't think at this point, I need to state the
obvious. Inflation is destroying our economy. It hurts
everyone. There is no need to repeat the countless ways
it is harming your personal lives.

But there is one thing that causes me great personal
concern, and that is its effect on the family unit. I
approve and support any woman who enters the work force.
Yet, can there be any question that foday hundreds of
thousands of wives and mothers are in the work force for
one reason only: economic survival? We simply cannot
tolerate economic conditions which destroy the ability
of one wage-earner, male or female, to support a family.
This is the incalculable social and political price we
are paying for this terrxible phenomenon.

The third step in my plan will be to lessen government
interference through the regulatory process. We must
reform government regulation, eliminating needless and

excessively costly rules and requirements. But while we
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act to reduce the burdens of government, we will never lose
sight of the legitimate ends that they serve. Our food
will remain safe to eat; our medicine will cure and not
cause disease; our products will not threaten our lives.

But this will be my guide: we will review all old
regulations. Only those that are absolutely essential will
be kept. We will look at alternative ways of achieving
regulatory objectives and screen all new regulations. We
will make assessments of regulations based upon the costs
they impose versus the benefits they provide.

Fourth, we must take these actions with a close under-
standing of how important the monetary element is. In
plain language, I think we can work with the Federal Reserve
system, and in connection with our elimination of Federal
deficits, we can érive down inflation and restore the
purchasing power of the dollar.

My entire program is based on very simple principles.
If you want less of something, you tax it. If you want
more of something, you reward it. If you want more work
and saving, you reward work and saving. If you want more
productivity, you reward productivity. If you want to stop
going into debt, you stop rewarding the accumulation of
debt. Unfortunately, it appears that in the past few years
our tax and budget policies have not followed these simple

guidelines.
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Since the early 1960'5, the Federal Government has
followed policies based on the hope that we could "fine
tune"” our way out of inflation and unemployment. The
result has been "stop-and-go" policies -- fighting inflation
one year and unenployment the next. Whenever inflation
became too high, Washington would increase unemployment
by raising taxes and interest rates. When unemployment
then became too high, Washington would open the budget
floodgates and print more money. The quick economic cure
only caused the econcmy to become mired more deeply in its

own problems.
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Throughout the Presidential clection camyg
I came before you in the process of what I callcd a national
conversation. It gave me an opportuﬁity Lo speak plainly
about the difficult problems facing our Nation.

Tonight, for the {irst time as your President, I am
continuing this conversation Lo shave with you my views on
the.profound economic crisis we face.

Shortly before I took the ocath of office, I asked my
advisers to prepare a comprehensive look at the American
economy. Just as you review your personal finances and
prepare your income taxes, I wanted tﬁ have a national audit
of America's financial condition.

Thelr report was prosented to me yesterday. Frankly,

I found no surprises. You are going to find no surprises.

The sum total of what we face is nothilng less than an economic
mess. Those are blunt words, but we have long since passed
the time when we can hide behind lofty economic phrasing.

Two weeks from now, 1 will_outline to the Congress
of the United States the actions I fceel must be taken to
rescue our economy. Tonighlt, however, I am going Lo outline
the dimensions of the crisis, discuss how we got here, and
enlist you, the people, in the enormous effort it will take

to regain our economic vitality.
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Let us begin with thoe plain truth. We are not ou the
road to recovery. JTastead, we stand on the brink of cconomic
calawity.

The Federal budgyet is badly out of control, and we arc

faced with runaway deficits.  Ten months ago, the previous

hdwinistration projected a surplus of some $16 billioun.

Now, wo face a deficit of around $80 billion -- the largestc
ever in ouxr history. The entire U.S. budgelt in 1957 was
less than this year's deficit and less than the $80 billion
we are paying this year in interest alone on our staggering
national debt.

This irresponéiblc spending goes hand in hand with the
steady trend in the growth of government., In 1960, there
were 10 Cabinet departimonts and now there are 13. In 1960
we had 2.2 nillion Federal employecs being paid $12.7 billion

a ycar, and now therc are 2 3/4 nillion employces malkin

(8!

b
$56.8 billion per year.

In 1960, governmoanb conswned 18 1/2 percent of our
national production. Last ycear, it took 23 percent.

The inescapable result of government out of control is
inflation out of control.

Inflation in 1979 ran at 13.3 percent. Last year it
finished at 12.4 percent. In the entire eight years of the
Lisenhower Administration the total cost of living rose only

11.6 percent. Today, that scems hard to believe.
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ratoes averagoed about

absurd level of

Look at your incoro tax burden. Tvo decados ago, you
=1

paid less than 1}? to the Fedoaral Government on every dollar
you earned. Today, you are payiang necarvly 18¢. The burden
of Federal taxes per family has quadrupled since 1965.

Finally, too man? Amgricans arce painfully aware of the
sluggish condition of our ecconomy. Last year's recession
pushed unemploynent rates from about 6 percent to nearly
7 1/2 percent. Numbers do not adecuately meoasure the human
suffering this implies.

That is a brief summarcy of the national economic audit
that has been presonled to me -- a confusing jumble of
nuabers and charts.

But this reporlk cannot begin to translatce the deep woriy
each of you-feel. No citizen can avoid the critical problern
that faces all of us: how to cope with polential economic
disaster.

That's why I have sa2t asidp what_amounts to Jjust one
more government report. Instead, let's look at these
alarming cconomic trends 1in personal terms.

The dollar yvou spent in 1960 will only buy 38¢ worth
of goods or scrvices today. While you spent a gquarter of
your income to buy a home in 1960, it now takes wore than

40 percent.




Have yon purchasod a car lataely?  Just ten years aqgo,
1l ool aboul 3% months 1o pay for it - today, nearly
44 mmonths.

How does the growih of government rolate Lo you? Vell,
government was spending alwost $1,900 per family two decades
ago. Today, thouyh the average family is truly no better
off, the government is spending an ihcrudible $7,800 per
family. DIvery man, woman and_c:hild carries nearly $4,500
of the national debt.

On the tax front, it used to be that the average family
of four could pay its taxcs with the income ecarncd by
February 8. Now, you must vork a month longer —-- into
March -- to pay your Federal taxes.

Therce are also sone hidden payments in your lives.

If you are lucky enoungh to buy that autowmobile which requires
44 months to pay off, vou should also know that government
regulations have added $666 to its cost.

All of these problems are the legacy of a bankrupt idea:
that the government is the source of our economic well-baeing.
And now, thcocse who have promoted the notion thsat the

government offers the curce for our economic ills have run
out of medicine. We are not only vunning out of medicine;
we are, more importantly, iunning out of time.
Left uncontrolled, here are sowme of the consequences that

would be upon us before long:
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- IL inflation coutinues at the some rates, an auntomobile
that costs $6500 in 1981 will cost wore than $12,600
in 1965,  dhe utility bill which runs al $110 per
month today would Juwmp to $229 in 1985.

--  The avcerage percentage of your family's income going
to Federal income taxes will jump again from 18
percent today to more than 21 percent in 1985.

-~ While ouxr GNP will grow by $1.2 trillion in the
next thrce years, the Federal Government's share
of the increase will be more than 26 percent.
Historically, thd government's sharve has rarely

risen above 20 percent.
A1l of these trends arve lesding us directly toward a
trillion dollar natbional debt.

When the Tedceral Covernuwent increases its debt 1t coupetes

with you for money. 7That, in turn, helps kecep interest rates

~

at today's cxtraordinarily high levels. Thesce high rates not
only keep inflation lLigh, they detexr investments, and it
isn't long beforc all America falls into economic decline.
Tt isn't govervment that suffers from this vicioﬁs cycle;
i1t is you.

And yet, we have continued to allow deficits to push up

our debht as if there were no ncgative consegquences. The

record is frightening.



In 1860, our nationad dobb stood at $284 bLillion
G974, aw T prepaved to leave lne Covernornship of
California, it had leapoed to $474 billion. When T took
the oath of office 16 days avo, it stood at $930 hillion.
And now we have been forced into asking the Congress to
raice it to $985% billion.

The wnbelievable magnitude of these numbers illustrates
how we Lave cngaged in a form of nationnl self--deception.

In 1971, the Congress of the United States last set what it
called a "permanent" debt limit of $400 billion. Since then,
each time the debt liwmit has been raised, it has been
soothingly called a "temporary" increase.

In other words, as our national debt approaches one
trillion dollars, we are told it is only "tewporary." Well,
this is the kind of debasement of the Buglish language that
has gotten us into so wuch trouble. We've hidden behind
fictions and budget hocus-pocus. We've deceived ourselves
into thinking that the '2re use of words would protect us
from cconvmic chaos.

I’'ve done a little research on this. I found that the

wporary'” debt limit has been raised 21 times since 1971.

cr
o

If a bank told you you could borrow §$5,000, do you think it
would let you go back 21 timcs to increase the loan without
collateral? You know the answer to that guestion. Well,>jt's
our job to convince this government of the answer to that

guestion.
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Ve are going te stop hiding behind triek phrases and
smorescrecns.  We way have boon looking ab a "temporary’
rise In our debt, but you and I know thal the temporary
rise has become a pocrmancent burden |

£z @
i

Thus, my first goal in getling our economy back on
track is to tell the truth and to quit manipulating
definitions.

T wish that we could magically undo all this damage.

¢

We can't, and we won't. Bul we can start by being honest
with ourselves.
I'm not asking you to be patient; 1'm asking you to

use your impatience to maoke sure this difficult process is

§
p)

secn through to the end. 1 won't ask you £o do with less
because when the times ere most difficult, our people have
always done the right thing.

Now, let me briefly describe to you the four basic
elements of the plan I will be submitiing to the Congress
when it returns from its recess.

FFirst, I an going to prcpose the lavgest reduction in
Federal spending ever presonted'by an Anerican President.
I am detoermined to break the cyéle of inflationary expacla-
tion and balance the budqgt at the eaxliest possible date.

No government in history has voluntarily cut its own
size. That is why we must take this action on our own.

As parents we know that we can repeatedly lecture oux

children on the evils of waste and cxtravagance, but nothing
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possible.
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My cuts will affect everyone bubt the truly needy, and
will benefit from this program including the truly
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of the American people.
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I don't think, at this poinb, that T noed to dwell on
the obvious. From your porsonzl empevicence, cach of you

knows Lhat inflation

destroying onr economy -~ inflation
fed by huge deficits and paid for by printing-press monoy.

T will, however, restate one of my most sevrious personal
concerns, and that ic the cffect of inflation on the family
unit. I approve ol and support women who wish to enter the
work force. Yet, there is no question that hundreds of
thousands of wives and mothers arc working today only because
they have no ocher choice. They are simply trying to help
their fawmilies stay even.

This has rcsulted in incalculable social and cultural
costs. It has cul down on the intimacy of family life by
reducing leisure time for family activities. Among working
peoplce il has led to foclings of frustration and demoralization
even racge and exhaus stion. In my opinion, these developments are
in great measure responsible for the serious rise in family
instability ard unhappiness. That price is unaccepltable to ma.

Ay second proposal will be to reduce personal income tax
rates ten percent gach year for the mext thres years, Asd I
will call for an acceleration in the ability of all businessesn,
small as well as large, to write off capital investments against
their taxes.

Personal cuts will restore your opportunities to work

and save and invest. JU will result in economic growth and the

creation of more johs.




Business cuts will encouvage invesimenl in new plants
and cquipment and provide the capital for badly-noeeded
productivity growth. The result: morce jobs, botter producis,
and less inflation.

Just ag our personal tax laws arce structured to achiove
certain goals, so must our business taxes. As an individual,
you can deduct mortgage interest which encourages homeownership,
and you can deduct charitable contyibutions which encourages
works of benevolence. Business must also bo‘uble to improve
its work, renew the qﬁality of its Qquipmeﬁt, and prepare for
the future.

The sum of business czpansion and growth is p - osonal
well-being and jobs. I know therc are thosce who opposce
business. tax cuts, but the faci is that business doesn'th
pay taxes; you pay tares. Every tax has to be passed on as'

a cost: of doing business,

The third step in my plan will be to lessen government
interference through the regulatory process. We must Leform
government regulation, eliminating necdless and excessively
gostly rules and regulroments. ’But while we act to reduce
the burdens of government, we will never lose sight of the
legitimate ends that they serve. Our food will remain safe
to cal; our medicine will curc and not cause disease; our
products will not threcaten our lives.

However, we will review all old regulations and kecg

only those which are absolulely essential. We will look at




crlemmative ways on achieving tejulatory objocbives and serooen

all now vegulabions.  We will mzke asccessaonis of regulations
based upon the costs they imposc comparcd to the benefits they
provide.

Fourth, we nust act with « close understanding of how
important {he noncetary element is.  In plain lancuage, I
think we can work with the Federal Reserve syslem, and in

connection with our climination of Yederal deficits, we can

drive down inflation and restore the purchasing power of the

My proposals are basaed on very simple principles. If
you want less of something, you tax it. If you want more of
something, you reward it. If you want more productivity, you
reward productivity. If you want to stop going into debt, you
stop rewarding the eccumulation of debt.

Since the eavly 18200s, the Fedeval Govermucent hos
followed policics baﬁrd on the hope that we could "fine
tune” our way out of inflation and uncuployment. The result
has een "stop-and--go" policies —— gHLL“j inflation one
yvear and unenploymant the next. Whenever inflation beceame
too high, Washington would iuncrcase unemployient by raising
taxes and intevest rates.  When unemployment then became too
high, Washington would open Lthe budget Tloodgates and print
morce money. And our probleans only worsenced. I think cutting

.

spending and cutting taxes go together.
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Bul as dezp as our probloens are end a5 long as thoey will
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takoe to resolve, 1 have faith thot toycthor we will get the
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Jobh cona., s an the nature of the husryican people not to

shrinik from the tough decisions.
T am confident thot in time we will yeturn not only to

prosperity bul to a prosperily that preserves the value of

our wealth. We can create the incentives which take advantage

ol the genilus of our cconomic system -- a system, as Walter
Lippman observed more than 40 vears ago, which for the first
time in history gave men "n way of producing wealth in which
the good fortune of others multiplied their own."

Our aim is not Lo liwmit our wealth and merely allocate
it differently. Nor is it to favor the few while ignoring
the majority. Instead, we seall Lo increase our national
wealth by rewarding hard werd and risk—-talking. We scek also
to make our national wealth worth something by forcing this

government to live within its reans.

Over the years we have let negative occonomic forces

~
o
3
T
v}
b
<
v
vt
-~
~
v

run our of control. Ve have stalled the judgne
no longer have that luxury.
Tonight I have freguently made statistical comparisons

- 19860, Of course, much has changed for the bettox
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e oye
since then. . But in termé of our economy, how can we dispote
that things have gotten worse?

2

Since 1960 ouvr government hasgs spent $5.2 trillion; our

debt has grown by $646 billion. Inflation has exploded by




L7a poreont. NMow, et us ask curselves:  how muclh betcooes
off are we fov it all?  And, how much worse off orve we foo

When we meesure how harshly thoese years of infllation,
lower productivity, and uncontrolled governmoent growth havo

afifected our lives, we hknow we must act quickly.

[0
-
2
-

We must not be tivid. We will not be timid.
Ve will restoure the freedom of all men and wonen to
excel and to create. VWe will unleash the encrgy and genius

of the Amcrican peoploe -~ traits which have never failed us

To the Congress of the United States, I extend my hand
in cooperation.

To nmy colleagues in the Drccoutive Branch of governnaent
and to all Federal ewployces I ask that we work in the spirvit

of scrvicae. We have no powers except those that we derive
from the people.

To those great institutions in America -- busincess and
labor -~ I urge you to be guided by the national interest.
The only spoecial interest we will serve is che interest of
the people.

To my fellow citizens, I propose that we join to do no
less than shake the very foundations ol our economic systom.
We will work together and act responsibly. We will do so
with the most profc nd respect for thot which we must
preserve and with scpsitive understanding for those who mus
be protected. Please give moe your help.

Thank you and good night.
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APRDRESE 3 THE NATION -- TH02sNhAY, FISRUARY 5, 1981

GOOR EVENING:

Throughout the Presidontial elaction campaign last fall,

I cueme befora you in the process of what T called a nacional
conversation. It gave nz an opportunity to speak plainly

about the difficult problems facing our Nation.

Tonight, for the first time as vour President, T am
continuing this conversation to sharz with you my views on
the profound economic crisis we face

Shortly befoie I took the oath of office, I asked my
advisers to pgepare a comprchensive look at the American
economy. Just as you review your personél finances and
prepare vour income taxes, I wantcd to have a national audit
of America's ceconomic condition.

Their report was presented to me yesterday. Frankly,
I found no surprises. You are going to find no surprises.

—— e —

The sum total of what we face i1s nothing less than an economic

mess. Those are blunt words, but we have long since passed

the t ' me when we can hide behind obscure economic phrasing.
Two wecks from ncw, I will outline to the Congress

of the United States the actions I feel must be taken to

rescue our economy. Tonight, however, I am going to outline

the dimensions of the c¢risis, discuss_how we got here, and

enlist you, the people, in the enormous effort it will take

-
. . - . .
to regain our economic vitality. (/\‘ g




i)(xz‘J‘ . 2

Lot us bogin with the plain truth. We are not on Lhe
roarl Lo vecovary.  Tnstead, we stand on the brink of cconomic

20 Y mii__y o

The Foederal budget is badly out of conltrol, and we are

I

“aced with runaway deficits. Ten monthg ago, the previous

. oateas vir Blies o
Administraticon projected a budget almost ¢ Sk

T SRS Ynlatin

: - N s < Sy .
ralay, we face a total A-~ficitAof nearly $80 billion -- the

r

largest ever in our history. The entire U.S. budget in
esbamaiid
1557 was less than this year'sjdeficit and less than the

’( LS * ) ];(f:
ﬁ78 é%%,bllllon we are paying this ycar in interest alone on (,Fj &
. 5;)- All\a—ﬁ'/:&’s

our staggering national debt. ef Bus
(\.
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This irresponsible spcending goes hand in hand with the
steady.trend in the growth of government. In 1960 we had
2.4 million Federal employeéslbeing paid $12.7 billion a
yrar, and now there are 2.8 million cemployees making $75
billion per year.

ince 1960, the population of America has grown by

"QEE. . I
&= percent while the Federal budget has jumped by GET
| =27

percent.‘é&ge governmant is spending an incredible -

$7,500 per householdg oK

The inescapable result of government out of control 1is
infldtion out of control.

Inflation in 1979 ran at 13.3 percent. Last year it
finished at 12.4 percent. In the entire eight years of
the Eiscnhowef Admipnistration the inflaticn rate ran at an
average of only percent a yecar. Today, that scems hard

to believe.
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In 19560, worigage interest rates averaged about 6 paosocent, ¥
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Loox abt your ancoas (ax bureden.  Two decadeos ago, a ydp
§ A Yb"
. . . . A\ dr
faontly of four poid about a dime Lo tho rederal Covernnent ¢

on cvery dellaxr it cavieed.  Teday, it pays necdarly 18¢.
Finally, too many Amnevricans are painfully aware of the

sluggish condition of our cconowy. Jlast vear's recession

pwesned waomploynment rates from ahout & porcent o neaxrly

7% percent. Janbers cannot adeguately measure the human

suffering this implies.,

2 Py

}hat }a a bri f anﬁwa:y of the hailonal oconomxé agg;t’
thg_ h@? bgbn prosented to me ~=, a conf us‘ng ]umb‘g/ '
// 7. g /’,'" ! ‘
ntzm.»ﬂrs ‘and chmls. o’ [/
fAer- sCatistics
BUtAtﬂ&ﬂmﬁewO#$ cannot begin to translate the deep -

worry each of you feels. No citizen can avoid the critical
problem thaet faces all of us: how to cope with potential

cconaomic disaster.

rapos—Tms Ry let's look at these alarming cconomic
trends in personal terms.

The dollar you spent in 1960 will only buy 36¢ worth
of goods or services today.

While you spent a quarter of your income oﬁ payments

Ve £irim 9
for aithome in 1960, it now takes more then 40 percent., Ordpe
S~

hdmt

merd youns wm) fles

cae—ia.elaven—fiest-time howchbuye rs can—sverr—at

a new home ;
a—re—Reme.. What has happened to that traditional American

droam?



On the Lax Ffront, it wsed Lo be that the average family

of Joac conld pay its tawes with fhe incowe cacned by
Pebhiuwacy 8. Now, you must work a month longer -- into

March -~ to pay your Fedeval tases.

There ace also some hidden costs in vour lives. If

you are lucky erougn to be able to affocd a new automcebile i

and mable to mecet the paymenis, you should also know that cﬁégfégij7
oL ) ’ . . -— »LV A ; ) =

government regulations have adlde 3 5 price. R

All of thase problcms ave the legacy of » bankrupt idea:
that the government is the source of our cconomic well-being.
and now, those who have promoted the notion that the
governnent offers the cure for our cconoumic 11lls have run
out of modicine. We are not only running out of medicine;
we arz, more importantly, running cut of time. T

Lett uncontrolled, here are some of the consequences
that would be upon us before long:

-- If inflation continues at the same rates, an

wOK/
automobile that costs $6,500 in 19810mi!& cost more

A
’ rpﬁ L than $9,000 in 1985. A utility bill which runs QLL, _
e gr€o el Ll l
o vj>~§' at $110 per month today would jump to Si!% in 1985. kjﬁf%ﬁt
e - Unker thae current Tax sCraclure w el
--Ag§e average percentage of your family's income
WOCA/
going to Federal income taxesauiét jump again from.
2
18 percent today to more than ;; percent in 1985.
wonl & :

-~ While our GNP wmel grow by $1.2 trillion ‘n the

nex three years, the Federal Government's share

Waqu

of the incrcase wa#® be more than 26 percent,
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Hisiozically, the go nnant's sharcefAbas ravely
ri=on above 20 poreoont.
All of these trands are lrading ug dicectly toward a
trillion éollar national debt.
runs a Aefrcid -- as it Iur -Fok 4:/ éu-{ one of the lasd
When the Federal G”ua;lnnﬂntA‘ = :
yeers - it cred ¢,
conpetes with you forjweseses That, in turn, helps keep
interest rates at today's extromcly high levels. These high
rates not only keep inflation high, they deter investments,
and it isn't long before all America falls into cconomic
decline. It isn't government that suffers {rom this vicious
cycle; it is you.
And yet, we have continued to allow deficits to pucsh
up our debt as if there were no negative conseguences. The
record is frightening.
244
In 1960, our national debt stood at §2%% billion. By
1374, as I preparcd to lexave the Governorship of Callrornwa,
hak " yrezs Y5
1tAbad~leé§gd to $£86 billion. When I took the oath of e
office 16 days ago, it stood at $937Z billion. Because of y .

—

what we have inherited, our national debt will unavoidablyr: -

break the trillion dollar barrier within the next 12 months

pite all our best efforts. If you brecak that down, it

means the Federal Goverament will have borrowed the equivalaent

of $4,400 for every man, woman and child in the Unitced States.
The unbelievable magnitude of these numbers illustrate

how we have engaged in a form of national self-deception. In

sct what 1t

1971, the Congress of the United States last



called a "peonanent” debt liait of $400 LiIllion., Since then,
ool time the dobt l1ia' L has beon raised, i1t nnas boen
20Tt hiingly called a "terocasy" increase.

Tn other words, as our national debi apgpreaches one
trillion dollars, we arc told it is only "teaporary."

Well, this is the kind of debascment of the English language
that has gotten us into so much trouble. We've hidden

behind fictions and budget hocus-pocus. We've decaeived
ourselves into thinking that the mere use of words would protect
us from econoaic chaos.

I've done a little resecarch on this. I found that the
"temporary” debt limit Las been raised or extended 21 times
since 1971. If a bank told you you could borrow $5,000, do
you think it would let you gd back 21 times to increase the
loan withoul collateral? You know the answer to that cguestion.
Well, I think that the government should live by the same
rules you do.

We arc going to stop hiding behind trick phrases and
smokescreens. We may have been looking at a "tomporaxry"
rise in our debt, but you and I know that the tenmporary
ricse has become a permanent burden.

Thus, my first goal in getting ar economy back on

track is to tell the truth and to guit manipulating

definitions.



T wish that we conldd woglically welo all this dumago.
P e § P . N = i- . : Powags B o g T
an Banth, apd we won't, Bul we cald SLath by boing honest
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wilh od.selves. : ¥
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I'm not askinyg you te be paticat; I'm asking you to

usce your impatience to mak2 sure this difficult process is

sean through to the end. I won't ask you to do with less
s hocause when the times are most difficult, our people have
always done the right thing.
Now, let me briefly describe to you the four basic
elcments of the plan I will be subnitting to the Congress
',‘uhen it returns from its recess
4
N . . N . .
)\_VP/’ First, I am going to propose the largest reduction in [,
. ) — <
'f.' cof ) i . . - S Be
: (“ FPo. axal spending over presenbed by an RAoerlcan President. .y
) e

cak the cycle of inflationary
expectation and balance the budget at the earliest possible

“rue
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this action on our own

CJO As parents we know that we can repcatedly lecture our
o~ . s ; i
" children on the evils of waste and extravagance, but nothing

\$7
Yy i'is so effective as simply cutting back their allowance.

¢
Wy ; , .

V The Fedaeral Government will cut its spending only when we

take action to stop it from spending

In this process, all essential needs of our society
will be met, and our efforts will be as even-handed as

ssible. My cuts will affect everyone but the truly

0w
s
0




ey, foel nlvimelely swecyone will Leongdilk fren Fhils pvegrad

Only thooe who unfialrsly and unaccrssarily fecd at the
Drderal teough necd fear what we do.  For example:
-- We will not subsidize businesses at the expense
of the Amarican pzople. OQur policy will be to
; encourage business to earn its profits in the

marketplace and not in the Federal bLudget.

///F B 7. 3 ‘{h °r‘ s = 3
///r p -— We will cu%Agrants chat benefit mostly the grants-

. &

//Ualg men. These professional middlemon and clever

v y
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‘(‘,,r - long-term bud¢et manipulators will be a special

Lo :
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&5 g ar

£ ) target.

~~ We will not continue programs siuaply because
"that is the way it's always been done." It's
time to get away from businecss as usual.

To help cut the budget, without hurting the neeady, I plan
an assault against the fraud and waste that we have in
government., I will be rigidly intolerant of wasteful
activities, and I will seek tough criminal enforcement against
fraudulent ones.

Since taking office, I have already taken several actions
to begin the trimming process. I've placed a freeze on thea

hiring of civilian Federal employces. I've ordered cuts in

t i
POV 2O U S ez,
governnent travel,l xed:scad.the number of consultants to the =t
- o $hnmi e s .

governmen@; ang ! sseuned-the procurcment of certain items.zr?“ﬂ
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O:her decisions to cut the size of the government include a
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Tvnxs on pending regolerions, oliaination of vosainling
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Foderal costvols on U8, ot prodiciisn and marketing, and

climipation cf the totslly incifcctive wagn and price program
of the Council on Woage and Price Stability.

I don't think, at this point, that I need to dwell on
the obvious. From your zorsonal experience, each of you
xnows that inflation is dusiroying our econony -~ inflation
fed by huge deficits and paid for by printing-—-press money.

I will, however, restate one of ny most serious personal
concerns, and that is the effect of inflation on the family
unit. I approve of and .upport women whe wish to enter the
work force. Yet, there is no guestion that hundreds of
thousands of wives and mothers ace working today only bocause
they have no other choice. They are simply trying to help
their families stay even.

This has resulited in incalculable social and cultnral
costs. It has cut down on the intimacy of family life by
reducing leisure time.for family activities. Piiong wérking
pzople it has led to feelings of frustration and demovalization --
oven rage and exhaustion. In iny opinion, thaese developnents
are in great measure responsible for the serious rise in
family instability and urhappiness. That price is unacccph-
able to me.

My second proposal will be to raduce personal income
tax rates 10 per..ent each year for the next three yecars.

And I will call for an acceleration in the ability of all
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stnenses, swall as well os large, o write of F o capital
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Levoesunents ogainsc Lherr Dames,
Prcsonal cuts will restore your cpporitenitios to work
and save and invesh., It will result in ecconomic growth and

the crveation of more jobs.

Business cuts will encourage investment in new plant
and cqguineent and provide the capital for badly-needed
productivity growth. The result: more jobs, bestter products,
and less inflation.

Just as our perconal tax laws are structured to achieve
certain goals, so must our business taxes. . As an individunal,
you can deduct mortgage interest which encourages homeownor-
ship, and you can deduct ¢ :aritable 3pntributions which

i (& :
At ‘k/ ) - encourat7col -

encourages works of benevolence.’43u51ncss must adeee bhe abdee
to improve its work, rencw the qguality of its equipment, and
prepare for the future.

The sum of business expansion and growth 1is perscnal
well-being and joks. I know there are those who oppose
business tax cuts, but the fact is that business doecsn't

: Ky

pay taxes; people pay taurns. Every taxﬂhas—%s—be—passad.c&;
#¢ a cost of doing businessg which M/f“’“f‘/}’ mus ¢ be /’"‘H
by «ll o f us ”

The third step in my plan will be to lessen government
interference through the regulatory process. We must reform
covernment regulation, eliminating needless and excessively

costly rules and requirements. But while we act to reduce

the burdens of government, we will never lose sight of the




syl dpale pudy ab they gerwe, e fond Wil redo il =ale
to cat; our medleine will cure and nob cripple or cause
distasa; oax vadﬁuCS will not ithreaton our lives.

However, we will wvevizw all old regulations and keep
only those which are absolucely essential. We will look at
alternative ways of achiasving regulatory objecktives and scfcen
all new rogulatiops. We will make asscssments of regulations
based upon the costs they impose compared to the benefits they
provide.

Fourth, we ﬁust act with a close understanding of how

f’o/t(/
ilmportant e mOnetarxleéﬁn-t is. In plain language, I ain

-

confident we can work w 'h the Federal Reserve system towards

.

the cbjective of a stable monetary policy. When we combine
this with our control of Federél spending, we can d;ive down
inflation and restore the purchasing power of the dollar.

My proposals are hised on very siwmple principles. If
you want less of something, you tax it. If you want inorc of
something, you rcwérd it. If you want more productivity, you
rewi+d productivity. If you want to stop going into debt,
vou stop rewarding the accumulation of dabt.

Since the early 1960s, the Federal Government has
followed policies based on the hope that we ccould "fine
tune" our way out of inflation and unemployment. The rcsult
has been "stop-and-go" policiés -~ fighting inflation one

vear and uncmployment the next. Whenever inflation hecame
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high, Washiuvglon would syen Lhe bidget Dlood gates and priat

poenr money.  and our probloss only worsened. I think cuihing
spending and cutting taxes go together.

Dut as decp a2s our problems are and as long as they
will take to resolve, I have faith that together we will get
the job dopne. It is in the nature of the Amarican people
not to shrink from the tough decisions.

I am confidont that in time we will return not only to
prospexity but to a prosperity that preserves the value of
our wealth. We can crcate the incentives which take advantage
of the genius of our cconocinic system -- a system, as Walter
Lippman observed more than 40 years ago, which for the first
time in history gave men"a way of producing wealth in which
the good fortune of others multiplied their own.,"

Qur aim is not to limit our wcalth end merely allocate

it differently. Nor is it to favor the few while ignoring

o

]

the majority. Instead, we seek to increa our national

F

wealth by rewarding hard work and risk-teking. UWe seek also
to make our national wealth worth something by forcing this
governaent to live within its mecans.

Over thz ycars we have let negative cconomic forces

run cut of control. We have stalled the judgment day. We

no longer have that luxury.
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Tonight T have [rogquontly made statistical comparisons

to the yzar 1960. Of couwcce, much has changed for the balter

since then. But in terms of our economy, how can we dispute

man :
that/? things have gotien worse? . ®

Since 19260 our govecnment has spent $5.1 trillion; our
d=bt has grown by $64J willion. Prices have exploded by
173 percent. Now, let us ask ourselves: how much better off

arec we for it all? AaAnd, how inuch worse off are we for it all?

, ¢he recent
When we iieasure how harshly Gteese ycars of inflation,

o %\A\‘Jt expansion

lower producL1v1t\ﬁ ard uncontrolled governmen%dgn-ntb have :é%g?r

affected our lives, we know we must act quic
'

We will not be timid. We must not be timid.

kly.

We will restore the freedom of all men and women to
excel and to create. We will unleash the energy and genius
of the AEmerican people -- traits which have never failed us.

To the Congrcss of the United States, I extend my hand

in cooperation.

To my colleagues in the Executive Branch of government

"and to all Federal employces I ask that we work in the spirit

of service. We have no powers except those that we derive
from the people,

To those great institutions in America -- business and

labor -- I urge you to be guided by the gpational interest.
The only special interest we will serve is the interest of

the people..
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To my fellow citizons, I propose that we join to do no

and then rebuild -~ the very foundabions of

.Y i Vo o
leess bthan shaxoe —~—- a3

our econromic system. We will work together and act responsibly.

We will do so with the most profound respect for that which we

must preserve and with sensitive understanding for those who
imust be protected.

Please give me your help.

Thank you and good night.




(Dolan/Khachigian)
ADDRESS TO THE NATION -- THURSDAY, FEBRUARY 5, 1981

GOOD EVENING:

Throughout the Presidential election campaign last fall,
I came before you in the process of what I called a national
conversation. It gave me an opportunity to speak plainly
about the difficult problems facing our Nation.

Tonight, for the first time as your President, I am
continuing this conversation to share with you my views on
the profound economic crisis we face.

Shortly before I took the oath of office, I asked my
advisers to prepare a comprehensi?e look at the American
economy. Just as you review your personal finances and
prepare your income taxes, I wanted to have a national audit
of America's economic condition.

Their report was presented to me yesterday. Frankly,

I found no surprises. You are going to find no surprises.

The sum total of what we face is nothing less than an economic
mess. Those are blunt words, but we have long since passed
the time when we can hide behind obscure economic phrasing.

Two weeks from ncw, I will outline to the Congress
of the United States the actions I feel must be taken to
rescue our economy. Tonight, however, I am going to outline
the dimensions of the crisis, discuss how we got here, and
enlist you, the people, in the enormous effort it will take

to regain our economic vitality.



page 2

Let us begin with the plain truth. We are not on the
road to recovery. Instead, we stand on the brink of economic
calamity.

The Federal budget is badly out of control, and we are
faced with runaway deficits. Ten months ago, the previous
Administration projected a budget almost at balance. RBus
PR OLMNLA Yhio Yyar

seday, we face a total deficitMof nearly $80 billion -- the
largest ever in our history. The entire U.S. budget in

, estimalzd
; 1957 was less than this year'sjpdeficit and less than the

e (9 )1~
\A illion we are paying this year in interest alone on
FLAnaLF?S
our staggering national debt.
This irresponsible spending goes hand in hand with the
steady-trend in the growth of government. 1In 1960 we had
2.4 million Federal employeés'being paid $12.7 billion a
year, and now there are 2.8 million employees making $75
billion per year.
Since 1960, the population of America has grown by
23,3 cek
cnly ~Z5+3- percent while the Federal budget has Jjumped by ol
528 percent. Eihe government is spending an incredible éﬂ()
$7,500 per household] Z &»{L—~
The inescapable result of government out of control is
inflation out of control.
Inflation in 1979 ran at 13.3 percent. Last year it
finished at 12.4 percent. In the entire eight years of
the Eisenhower Administration the inflation rate ran at an

average of only l;ﬁrpercent a year. Today, that seems hard

to believe. 4
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In 1960, mortgage interest rates averaged about 6 percent,
and now they are at the absurd level of 15.4 percent.

Look at your income tax burden. Two decades ago, a
family of four paid about a dime to the Federal Government
on every dollar it earned. Today, it pays nearly 18¢.

Finally, too many Americans are painfully aware of the
sluggish condition of our economy. Last year's recession
pushed unemployment rates from about 6 percent to nearly 8§?¢2z
7% percent. Numbers cannot adequately measure the human
suffering this implies.

That is a brief summary of the nationgal economic audit

 Perplexmg _
that has been presented to me -- a eeRbesdindg jumble of
numbers and charts.

But this report cannot begin to translate the deep
worry each of you feels. No citizen can avoid the critical
problem that faces all of us: how to cope with potential
economic disaster.

That's why I have set aside this disturbing government
report. 1Instead, let's look at these alarming economic
trends in personal terms.

Thé dollar you spent in 1960 will only buy 36¢ worth
of goods or services today.

While you spent a quarter of your income oﬁ payments
for ajhome in 1960, it now takes more than 40 percent. Only

. polatial
one 1in elevenAflrst*tlme homebuyers can even afford to buy

a new home. What has happened to that traditional American

dream?
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On the'tax front, it used to be that the average family
of four could pay its taxes with the income earned by
February 8. Now, you must work a_month longer -- into
March -- to pay your Federal taxes.

There are also some hidden costs in your lives. If
you are lucky enough to be able to afford a new-automobile Gsle 77
' and able to meet the payments, you should also know that Cizziziéid

government regulations have added $666 to its price. - C -

All of these problems are the legacy of a bankrupt idea:
that the government is the source of our economic well-being.

And now, those who have promoted the notion that the
government offers the cure for our economic ills have run
out of medicine. We are not only running out of medicine;
we are, more importantly, running out of time. -

Left uncontrolled, here are some of the consequences
that would be upon us before long:

-- If inflation continues at the same rates, an

would_
automobile that costs $6,500 in 1981 w4+ cost more
#am $9,H00 in 1985. A utility bill which runs

oo
at $110 per month today would jump to $$85-in 1985.

WM%W, I

-- A The average percentage of your family's income

wolild

going to Federal income taxes wiiI—jump again from.

18 percent today to more than 21 percent in 1985.
-—- While our GNP will grow by $1.2 trillion in the
next three years, the Federal Government's share

of the increase will be more than 26 percent.
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Historically, the government's sharehhas rarely
risen above 20 percent.
All of these trends are leading us directly toward a
trillion dollar national debt.

when the Federal Government increases its debt it
ceaa e crsdF

competes with you forfmoney:' That, in turn, helps keep —_—
interest rates at today's extremely high levels. These high
rates not only keep inflation high, they deter investments,
and it isn't long before all America falls into economic
decline. It isn't government that suffers from this vicious
cycle; it is you.

And yet, we have continued to allow deficits to push
up our debt as if there were no negative consequences. The
record is frightening.

In 1960, our national debt stood at billion. By
1974, as I prepared to leave the Governorship of California,
: orrped Has
it kad-Teabed to billion. When I took the oath of 4

office 16 days ago, it stood at $932 billion. Because of .
ole as—=e

what we have inherited, our national debt EQJJsunavoidablz??;2§g§¥;\

break the trillion dollar barrier within the next 12 months
despite all our best efforts. If you break that down, it
means the Federal Government will have borrowed the equivalent
of $4,400 for every man, woman and child in the United States.
The unbelievable magnitude of these numbers illustrates
how we have engaged in a form of national self-deception. In

1971, the Congress of the United States last set what it
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called a "permanent” debt limit of $400 billion. Since then,
each time the debt limit has been raised, it has been
soothingly called a "temporary"” increase.

In other words, as our national debt approaches one
trillion dollars, we are told it is only "temporary."

Well, this is the kind of debasement of the English language
that has gotten us into so much trouble. We've hidden

behind fictions and budget hocus-pocus. We've deceived
ourselves into thinking that the mere use of words would protect
us from economic chaos.

I've done a little research on this. I found that the
"temporary" debt limit has been raised or extended 21 times
since 1971. 1If a bank told you you could borrow $5,000, do
you think it would let you go back 21 times to increase the
loan without collateral? You know the answer to that question.
Well, I think that the government should live by the same
rules you do.

We are going to stop hiding behind trick phrases and
smokescreens. We may have been looking at a "temporary"”
rise in our debt, but you and I know that the temporary
rise has become a permanent burden.

Thus, my first goal in getting our economy back on
track is to tell the truth and to quit manipulating

definitions.
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I wish £hat we could magically undo all this damage.
We can't, and we won't. But we can start by being honest
with ourselves.

I'm not asking you to be patient; I'm asking you to
use your impatience to make sure this difficult process is
seen through to the end. I won't ask you to do with less
because when the times are most difficult, our people have
always done the right thing.

Now, let me briefly describe to you the four basic

elements of the plan I will be submitting to the Congress

| M
when it returns from its recess. ‘L,y"vj ]

First, I am going to propose the largest reduction in-
Federai spending ever presented by an American President.
I am determined to break the cycle of inflationary
expectation and balance the budget at the earliest possible

date. m \ /‘\d( W

Ge’govermnentS'a.n—ha'ds-be;-&_b.as./voluntarily cut s own '?
size:] That is why we must take this action on our own.
As parents we know that we can repeatedly lecture our
children on the evils of waste and extravagance, but nothing
is so effective as simply cutting back their allowance.
The Federal Government will cut its spending only when we
take action to stop it from spending.

In this process, all essential needs of our society

will be met, and our efforts will be as even-handed as

possible. My cuts will affect everyone but the truly

(o slow
o)

1
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needy, and ultimately everyone will benefit from this program
including the truly needy.

Only those who unfairly and unnecessarily feed at the
Federal trough need fear what we do. For example:

——‘ We will not subsidize businesses at the expense

of the American people. Our policy will be to
encourage business to earn its profits in the
marketplace and not in the Federal budget.

—- We will cut grants that benefit mostly the grants-
men. These professional middlemen and clever
long-term budget manipulators will be a special
target.

-- We will not continue programs simply because
"that is the way it's always been done." It's
time to get away from business as usual.

To help cut the budget, without hurting the needy, I plan
an assault against the fraud and waste that we have in
government. I will be rigidly intolerant of wasteful
activities, and I will seek tough criminal enforcement against
fraudulent ones.

Since taking office, I have already taken several actions

to begin the trimming process. I've placed a freeze on the

hiring of civilian Federal employees. I've ordered cuts in
gred.u.clm I >
government travel, the number of consultants to the ==

(= ¥

O
governmenﬁ& and{%@epped—the procurement of certain itenm%}?i=3=

Other decisions to cut the size of the government include a
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freeze on peﬁding regulations, elimination of remaining
Federal controls on U.S. oil production and marketing, and
elimination of the totally ineffective wage and price program
of the Council on Wage and Price Stability.

I don't think, at this point, that I need to dwell on .
the obvious. From your personal experience, each of you
knows that inflation is destroying our economy -- inflation
fed by huge deficits and paid for by printing-press money.

I will, however, restate one of my most serious personal
concerns, and that is the effect of inflation on the family
uﬁit. I approve of and support women who wish to enter the
work force. Yet, there is no quegtion that hundreds of
thousands of wives and mothers are working today only because
they have no other choice. They are simply trying -to help
their families stay even.

This has resulted in incalculable social and cultural
costs. It has cut down on the intimacy of family life by
reducing leisure time for family activities. Among working
people it has led to feelings of frustration and demoralization --
even rage and exhaustion. In my opinion, these developments
are in great measure responsible for the serious rise in
family instability and unhappiness. That price is unaccept-
‘able to me.

My second proposal will be to reduce personal income
tax rates 10 percent each year for the next three years.

And I will call for an acceleration in the ability of all



page 10

businesses, small as well as large, to write off capital
investments against their taxes.

Personal cuts will restore your opportunities to work
and save and invest. It will result in economic growth and
the creation of hore jobs.

Business cuts will encourage investment in new plant
and equipment and provide the capital for badly-needed
productivity growth. The result: more jobs, better products,
and less inflation.

Just as our personal tax laws are structured to achieve
certain goals, so must our business taxes. As an individual,
you can éeduct mortgage interest which encourages homeowner-

ship, and you can deduct charitable contributions which

encourages works of benevolence. Business must also se—abte
to improve its work, renew the quality of its equipment, and
prepare for the future.

The sum of business expansion and growth is personal
well~-being and jobs. I know there are those who oppose
business tax cuts, but the fact is that business doesn't

pay taxes; people pay taxes. to be

as—3 COSt Ufdeing-—business. mmmaﬁ L‘Z’a.»(f

The third step in my plan will be to lessen government
interference through the regulatory process. We must reform
government regulation, eliminating needless and excessively
costly rules and requirements. But while we act to reduce

the burdens of government, we will never lose sight of the
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legitimate ends that they serve. Our food will remain safe
to eat; our medicine will cure and not cripple or causé
disease; our products will not threaten our lives.

However, we will review all old regulations and keep
only those which‘are absolutely essential. We will look at
alternative ways of achieving regulatory objectives and screen
all new regulations. We will make assessments of regulations
based upon the costs they impose compared to the benefits they
provide.

Fourth, we ﬁust act with a close understanding of how
important the monetary element is. 1In plain language, I am
confident we can work with the Federal Reserve system towards
the.objective of a stable monetary policy. When we combine
this with our control of Fedefél spending, we can d;ive down
inflation and restore the purchasing power of the dollar.

My proposals are based on very simple principles. If
you want less of something, you tax it. If you want more of
something, you reward it. If you want more productivity, you
reward productivity. If you want to stop going into debt,
you stop rewarding the accumulation of debt.

Since the early 1960s, the Federal Government has
followed policies based on the hope that we could "fine
tune" our way out of inflation and unemployment. The result
has been "stop-and-go" policiés -—- fighting inflation one

year and unemployment the next. Whenever inflation became
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too high, wéshington would increase unemployment by raising
taxes and interest rates. When unemployment then became too
high, Washington would open the budget flood gates and print
more money. And our problems only worsened. I think cutting
spending and cutting taxes go together.

But as deep as our problems are and as long as they
will take to resolve, I have faith that together we will get
the job done. It is in the nature of the American people
not to shrink from the tough decisions.

I am confident that in time we will return not only to
pfosPerity but to a prosperity that preserves the value of
our wealth. We can create the incentives which take advantage
of the genius of our economic system -- a system, as Walter
Lippman observed more than 40 years ago, which for the first
time in history gave men"a way of producing wealth in which
the good fortune of others multiplied their own."

Our aim is not to limit our wealth and merely allocate
it differently. Nor is it to favor the few while ignoring
the majority. Instead, we seek to increase our national
wealth by rewarding hard work and risk-taking. We seek also
to make our national wealth worth something by forcing this
government to live within its means.

Over thes years we have let negative economic forces
run out of control. We have stalled the judgment day. We

no longer have that luxury.
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Tonighf I have frequently made statistical comparisons
to the year 1960. Of course, much has changed for the better
since then. But in terms of our economy, how can we dispute
tha%2¥:3ngs have gotten worse?

Since 1960 our government has spent $5.1 trillion; our
debt has grown by $648’billion. Prices have exploded by
178 percent. Now, let us ask ourselves: how much better off
are we for it allz? 'And, how much worse off are we for it all?

When we measure how harshly these years of inflation,

hﬂgytﬁ ’4ymuﬁk
lowér productivity, “and uncontrolled government have ? ?

affected our lives, we know we must act quickly.
I

We will not be timid. We must not be timid.

We will restore the freedom of all men and women to
excel and to create. We will unleash the energy and genius
of the American people -- traits which have never failed us.

To the Congress of the United States, I extend my hand
in cooperation.

To my colleagues in the Executive Branch of government
and to all Federal employees I ask that we work in the spirit
of service. We have no powers except those that we derive
from the people.

To those great institutions in America -- business and
labor -— I urge you to be guided by the national interest.
The only special interest we will serve is the interest of

the people..

.
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To my fellow citizens, I propose'that we join to do no
less than shake —-- and then rebuild ~- the very foundations of
our economic system. We will work together and act responsibly.
We will do so with the most profound respect for fhat which we
must preserve and with sensitive understanding for those who
must be protected.

Please give me your help.

Thank you and good night.



Ken:

The average percentage of a family's income going to federal taxes
will increase from 18.87% in 1981 to 21.3% in 1985.

(it has gone from 15.7 in 1976 to 17.6 in 1980, and will go to 22.5 in
1985, if these numbers interest you).

Assumes a family of four, and covers federal personal income and FICA
taxes.

DB





