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Fi)~ ::3 t j) L < ) f L 
Fcl>ruacy ] , l'JDl 

'J'hi.-onqhOllt tlJ\~ ]'_c,·:;icJcni_ ictl election caur<:t_t_c;;1 lc:t:::;t f<ll1, 

It CJClVC: ;r1c an opporllu-i_t:y to spea};: plainly 

c:tbout the~ difficult p:cob1cll1S facin9 our Nation. 

Tonight, for the first. time as your President, I am 

continuing this conver~;ation to share with you my vic-·.'lS on 

the profound economic CL' sJ_s we face. 

Shortly before J took the oath of office, I asked my 

advif3ers to prepare a comprehensive look at the hrncrican 

economy. Just as you rcvic1v your pt.,r:.oonal f inancc:;s anc1 

prepare your income taxes, I wanted to have a national audit 

of America's fina.nciaJ. condition. 

Their report was presented to me yesterday. Fru.nkly, 

I found no surprises. ~~-1!__ arc going to filld no surprises. 

The sum total of what '.:le face is nothing less than an economic 

mess. Those arc~ blunt words, but we have long since pa.!:';scd 

- the time when we can hide:: behind lofty cconon1ic phr2s ing. 

'rwo v1ccks from nm·1, I w.ill outline to the Congrcs:=: 

of the United St~tc3 the actions I feel must be tilkcn to 

rescue our economy. 'J1oni~Jht, however, I am going to outline 

the dimensions of tbc C)_'isis, discu;.;s how \·;c got here, and 

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

to regain our economic vitcili_ty. 
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Let tw begin with the plain truth. We 

road to recovery. Instead, we stand on the 

calamity. '. 

The Federal ~udget is badly out of are 

faced with runaway deficits. revious 

Administration projected a sur · us of . · · ~16 bill. on. 
· . - --7 s£ . -~tl~) 

Now, we face a deficit of ar1:1nd $80 bi lion -- the argest 

ever in our history. The enti~ U.S. b:-1dget in 1957 was 

less than this year's deficit an~ ...:than~O billion 

we are paying this year in _interest alone on our staggering 

nation~! debt. 

This irresponsible spending goes hand in hand with the 

steady trend in the growth of government. In 1960, there 

were 10 Cabinet departreents and now there are 13. In 1960 

we had 2. 2 million FederaJ. employees being r>aid $12. 7 billion 

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

$56.8 billion per year~ 
~PENT 

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

. national production. Last year, 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 

Eisenhower Administration the total cost of living rose only 

11.6 percent. Today, that seems hard to believe. 



J:;. ~) pore en t. · 

l~oo];: at yonc i11cc.:· '-~ L.l>: l:n., ·_ ·cck~n. 

you earned. 'l'od ay , you a.rt~ p.::.'ying n cc:u:ly 1 8¢ . 

of t axes p2r f~mily het~.J cnwdruolcc1 Djnce 19 65. .. ,_ 

F'ina1ly, too rnitny A1:icricans a:cc p0in£uJ.ly Cl.Ware of the 

slu<]gi.sh condit.i on of our ccoi1orny. Last year's recession 

pusl ed uncmployid:.nt rates frcrn abou L G p2rcc:!nl l~o nearly 

7 1/2 percent. Nnmb2.!.-~. : do not adc(_!uatoJy · rn~'.asu re the hur.i::1n 

suffering this irnI.>Lic:! s . 

Thetl~ is a briE~f sununary of the national econorn.ic audit 

that ha~_; been prc ::;·~·:n tcd to w-:~ -- a confu::-d.n0 j urnbJ.e o :E 

numbers and charts. 

But this repc.irt cannot bc0in to tra n slate the deep ·won:y 

each of you feel. No ci Liz en can avoid the er i t.ical problc~rn 

that faces aJ_l of us: how to cop2 '\-Ji th potc~nti2J. economic 

disa.ster. 

'J'haL' ~; w11y I J'<--1v ,; sc~t af:;icl c 1·:hat a.moun ts to jusL one 

more gov2rnment report. Instead, let's look at these 

alarming economic trends in p2rsonal terms. 
( } 

'l'hc dollar you spent in 1960 \-Ji ll only buy 38¢ ·worth 
--.~ 

of good~ or services todJy. \'Jhil<~ you spent a quartc~,~ of 

your inc:Ol!te to buy a ho1t1c in 19 6 0, it rHY:l tukcs mor e than 

40 porcc11t. 
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IIu.vc you purchased Cl car lat e ly? Just ten years ago,) 

it took about 35 months to pay for it -- today, nearly . 

'14 months. 

How does the growth of government rcJate to you? Well, 

governmE:.~nt \vas spending almost $.1, 900 per family two decades 

ago. Today, though the average family is truly no better 

off, the government is spending a n incredible $7,890 per 

family. Every man, woman and cl1ild carries nearly $4,500 

of the national debt. 

On the tax front, it rised 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. 

.[If 
44 

There are also some hidden payments in your lives. 

you are lucky 

months to pay 

enough to buy that autornobilc which requires] 

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 now, those who have pro_moted 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: 



Uw n $ l ) , Ci O r1 

'J'i 1 c utiLiLy hiJJ v.'l1icl1 nu1'.; ed. $110 r<:r~ 

inco:;1c go5 nq 

to Fcc1.cJal income taxc:; 1.-:ill jump a9a.i.n from 18 

percent today to more.~ t.hC1n 21 percent in 198S. 

While ou:c CNP \11ill gror.1 Di' $1. 2 trillion in i..hc ·; 1 '£1- t~-:: 
next th:ccc y0. <Jr. r;, the I.·.'eclcn1 l Govcrnmen t' s share I ~ 
Of t}'c' :inc·r· '''SE' v1·j 1] hr. [' r/···e th'l'! 2r [ '-"rCC 1 (· \ (;JV f?,.J7.d 

!Ii s to: i ~al~:, -t!H ~ ov e: ,,;,:,~, t ' s :;;1a r: !:: s r ~r~' 1 y )~;;;;; 
risen obovc 20 percent. '~ 

trillion dollar na t.io:ial debt. 

with you for rnonc::y. 'J'hat., in turn, helps keep intcre~:;t rai~c:_; 

u.t today's extr2wrdin~,:;:ily hi~Jh levels. 

only keep inflution high, they deter investments, and it 

isn't long before all hnerjcn fQlls into economic decline. 

it you. 

Anc1 ye<::, we riavc cont:i.ntL·J to uLL0 1d de:l:icits to pu;-:;h up 

our debt as if there were no negative consequences. The 

record is frightcninq. 



C:.i:l .i :Corn i r:.1., 

th e oath oJ: o1f icc ·1 r . \ : Gc'J.y;; i't<JO I it StOCJd at 

l\nd nnw \·1c~ 1E1vc,~ b:~c~n fcn:ce:c1 i nLo r1sLi_n,.1 th e: Consre ~:;s L: o 
( ·r1t.c. e>L(3( C F ir-t tV c_) 

r<:;:i.:::e it to $ 0GS l.1:iJ .l.i.on . 

'l'hc~ unbc li c va J Jlc rnaqn itucJ c: cf th( ·s c~ nurnbc :r.: :; ill u stra le:! s 

h0\·7 \)(~ li a vo cn~Fl.']C~~ in a form of nc::. t.iono.1 sclf--c1cccpU_on. 

In 1971, the Cons,:i.: e:;;; o f the United Stat c~s Ju. st set , .,•Ji c--d: it 

cu.llcu a 11 p 2 rrna11·2nt " clcbt limit of $"100 billion . Since then , 

e ach tirnc the debt lir:ti t h <1s bOf.'n rais e d, it h a.::; beer~ 

south:i.n<J ly cu. ll c c1 a " temporary " incr0u:.;; c . 

In other \·:ords, u.c: our national debt cippro0. chcs one 

t:i::illion dolJGtr~~, \·Je a!:c t o ld it is only "t crt1pc~ca:cy ." \\'c~ ll, 

h a ~; <J o t L c n u s j n -:. o c: o r:·; u c 11 tr on b J e:~ • 

f ict:i.ons and budgt~ t lio c r:.~; -- pocu'.-:> . W2 1 ve dece ivc C ourselv2s 

in LO thinking thu.t U·1c; rn 2 re U!3f~ Of: \.,:o:i·ds \vOulc'l p.-CO h:c t US 

fro:n economic clwos. 

I 'vc done a lii.· t1 '2 r cs('i1rch o n t1 :ir~ . I iou;;d th<1t. the 
1:: ....r'1 :: 1u."C1; . .r-; 

times ~~ ince 1C)7 l. 

1£ a b.::rnk told you yo'..1 could )Jorrc)\' $'.J,000, do you third: it 

would Jet you go hc:cl: 21 times to incr0aso the loan \·rithont 

col lc:ttC:! .t ·al? You kno'.·: th e <:U1S\ve r Lo tlia t gu c:!stL::m . ~\'c-11, iL's 

oui~ job to c;Jnvincc t hi:=; 0ovcrn:nent of tbc a11s\-12r to th21t 

qu. C! !.:;Li on. 



) >ii.CJ t: '7 

track :i~; to Lcl1 UH' truth .:rnd to qiiiL rnuni.puJat:in9 

def init:Lon::.;. 

I wi:ol1 thaL we could H<:cs·i.c2LLy undo ci.11 this damage. 

We can't, and we won't. But \lC can ~,;tart by being honest 

vi·Ui ourselves. 

I' rn not a~~king you t-o be ;x1tient.; I' rn a skinq you to 

use your imp a ticrlcc to maJze :c~nn:~ this dif £ :i.cul t proce:;~; is 

seen through to th~ end. I \·Yun' t c:i.sk you to do with less 

bccau~:>e when the time~; cn~c 1no~;t difficult., our people have 

al\·mys done: the :i:i9ht 1..hing. 

Nm,7, let 1~12 bric::fly de:~scLi be.> to you the four basic 

eJ '2rn2nts of the pJ.2n1 1 \·.'i 11 be submit t:insJ to the Cong:cess 

when it returns from its recess. 

First, I d'il going to propose~ the largc:::;t. rednct.io,1 in 

I'i ... :dc:i:-a1 spcnc1:i..nr; C\7c,:· p:1:c:::;cntr:·d bj an June.cican President. 

I arn dctcrrninccl to h2~c;J_J: the! cycle of inflat:ionary cxpccl:<t-· 

tioi1 and b<1Lrnct:~ thr-~ buc19ct i.lt t.hc ca1:1.ie~.;t pos~;iblc ddtc~. 

No government: .i..n history h.::ts volunLarily cut its mvn 

size. '.L'hat i::; \-rhy V.'C rnus t tci ke this 0ction on ou.r own. 

children cm the evil;; of \·7i..l~;tc i';~d cxtr21vaqancc, but: nol:h.i.n9 



y cul L :in'J L · c:}. their a 1 i o\·Jc:ncc. 

\vi11 be nt('L. 

Only those who u~f~irly and unnecessarily feed at the 

FcdcJ ·01 t.ron~Jh nccc1 fca:c \•'llat \'IC'. do. For cxzw:pl e: 

\-Ve \·:ill cut SJ<unU; that benefit rno:c;tly the 9rzrntsrn2n. 

'l'he":;c professional 1n:i.clc3.Jcmen 2rnc1 clever long-t.crm 

budget Danip~l~tors will be a special target. 

of the Americ2n people. Our policy will be to 

encou:ca~ie busincs~-; to f'ci.rn its profiLs in the 

\Je \1.i.ll not contirrnc: pro~;rarn53 simply becaw.oc 

11 th;it is the \·:'ay it 1 5' u.l \va.ys been dcn1c;. 11 ·It 1 s 

time to g0t aw2y from business as usua.L. 

'l'o help cut the budget., without hlicting t~!C:~ needy, I plcF; 

9ovcn1rnen t. I \'lil l be r isJ idly intolerant of \.i1'->teful 

acti vi tics, and I \·7i 11 seek touqh er irni1wl penal t~ics ag ain:c" L 

fraudulent ones. 



l lt• : ,_ - .' 
CJ\1 .• Ou::. of you 

co;1ccrn~;, and tb~t i::> the effc•c l~ of in:C.Lat:Lon on the fan1ily 

nnit .. 

\·;ork fu:cce. Yet, thee~; i::.; no CJl c:stion that lrnnc1rcclr; of 

they have no ucher choice. Tltey are simply tr:z' ing to help 

l • f . ·1 . t H::.-i.r ·<rnn ... Jco3 stay cvc::n. 

This hns resulted in incalculable socinl and cultural 

co~; ts. It has cut down on the intjmacy of family life by 

rcduci1 i~r lc,iE>uTe t imc for fc:ncu.ly o.cti vities. I\mong \'.'C>J~ ~~:Ln·_; 

people iL has lc'c1 to fc:.ling::.; of fru::.;traUon and dcrnorali:->;ation 

even rasc• and cxlL'.U :=;t ion. In rny opinion, th8~:0e devclop:c1cnL~.; a::c 

That pr.ice i::.:; u1v1.cccpu·1_blc to me. 

i1.nc1 I 

small a::.; well a.s lur<J•.::, to \vrite o:;::f cap.il.~al invcst.rnents z:tgu.inst 

their taxes. 

Per[;ona.J. cut::.: \-;i11 restore you:L opp(n-tun i t.ics t0 vmrk 

It will result in cconoillic growth and the 

creation of more jobs. 



lJu~;_in':';:; C\1L.'; \::I} u1couCdCJC' invcc;'._rncnt .1.11 nc'\'7 p.ldnL~; 

'.t'hc J:<':;ult: 

a.net l('S!:.; inflilt:i.o;). 

As an individual, 

you can deduct morbJz,9c in LPrcst which cncourage0:; horneovmcrship, 

and you can d::-:c1uct ch:-1_~: i ta.hJ c contribution'..> \·,7hich cnconra9 t:-~s 

works of benevolence. Busincs~~ raust also be able to improve~ 

it~; \·.'orl:, rcncd the LJ:U'1licy of its c'c1uiprnc:nt, and prepare for 

the future. 

The .sunt of bus.in0ss expaJL'>ion and grrn-rth l e· ,, p · ::sonCJ.1 

\7ec:ll·-being ancl jobs. I knm1 there are tho:se v1ho oppo!::;c 

bu::.;incs~_; t2tx cut:;, bul:. the f<-1cL 1.s that business doc:sn' t 

pay taxes; you pc:iy "l:c1::c~~;. Every t<Jx has to Le pas:.;ecJ. on as 

a cost of doir~g bus.inc:.os. 

'11 hc; third step in my plan will be to le::>sen government 

interference t.hrouejll the rcqulatory procc::;s. We must rcforrn 

co;,;[~J y rulc~c> c1 nd rcrrlc:i rcrncnt.~.;. . Bnt V:)Ji.le VJ(:-; clCt to )~educe 

the burdcntc> of goverrrn::_'il"L / v1c \vi 11 never lose sight of the 

legitimate ends that U1ey S(:~rve. Our food will remu:i.n !:c~afe 

to cat; our medicine \Jill cure anc1 not our 

products Hill not U1rc;:te11 our live~;. 

IIowc.:vc.:r, \"'c Hill :ccvie'\\' u.ll old regulations and keep 

only t ho~>e \1hich arc ~11-Jsolutcly cs sc:ntial. \;'c~ will look at 



etl l ]1· r '· : .1 '1 L , 1 L i u n s • 

prc:\'jdc:. 

Fourth, we~ mu~~t <:.ct w:i.tlJ ;~ close under:.·; L:andinq of hov; 

In pluin langu~ge, I 

thin]: 1·12 ca.11 \.1orl~ wi\-11 LtJ(-~ FC:'cleral rzcscrvc system, and in 

co;J.r:ec Li.on with our cl i.i:1j nu Li on of Fl:c;cleral deficit~;, 1,.1.::; can 

dr i vc" dm·m inf let tion and res L o:cc; the purchet~.;inc; f)(frJCr of th0: 

CloJ Jar. 

My proposaJs are based on very simple principles. If 

you 1 .. ·:::.nt~ l:c•ss of c~ometJ1i119, yon tax it. If: you v1ant rnore of 

sor:wU1:i.n~1 1 you rc·,;ard it. lf you 1 .. 1ant more proJuctivity, you 

rcWi\:cd pro~luct:ivity. I I: you \'?ant to stop goiu9 into dcc>})t; you 

sto· · rcwarcLi.n~J the c.tcci.!rnulat:i.on of debt. 

Since 'the early l'JCiO:;, the Fedc·cal Govc:;rn;ncnt:. has 

foLlm·;ed pGlic:i.cs bi:l~~c-·l on the hops that we~ could "fine 

tune" Octr ·'·' J out of inf lntion and uncmploymc,mt. The-" rc.sul t 

110.f; be en "s LG p -and --90" pol ir; Le ;3 fighting inJ:l0tio11 O:!e 

loo }·1 i<Jh, \»Jashin9 ton 1,c•ulcl :t nccP.:1 sc une1nployrn2nt by r ai:c;1.n9 

When unemployment then bccwnc too 

h:igl!, i'!ashington 1·1oulcl open t.hc budqct floodqatcs cinc1 print 

more rno;1ey. llnd our p:col.Jle1:t:; only wo.n:;cncc1. I think cuttin~; 
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l h c , y ',-' i.L l 

r . .' I ~ 

J. ·- ! . I c. IJ 

J l. ' . _t _ ~ _> 

I <:rn confident trk•t in ti1nc 'd2 \·.':ill return not only to 

pro~:p·:::~~ity but t.o a pco:-;p~::c:ity 

our \·;cal th. ~·ic: cc:rn ccc•ah: Uw incc: 11tives \·Ihich take ac1vanLaqe 

Lip:;_l:t!an ob~;crvcd more than 00 years ago, which for the~ first 

time in history gave l:tc:n "it vuy o:E producing h·ea1 th .1.n v1hich 

the 9oocl fortune or otl1cr~; 1m1lt:i.plicd their 0\'.'ll." 

Ou1~ airn is not to lin:it our we<d.th and merely allocate 

iL differently. l~u:c J_:; it to favor the f2w \:hile ignorin~r 

tl•c rnajori y. Instcdd, we ~,:;cc.ck to incrcc: :::e our nat- :ion al 

to rnake our natio;Etl \'.'c<:1Jtl1 worth sol.r:c:U1inc:_; tJy forc:i.r:.g this 

qovcrnrnrc:nc to live v:.i.thin it,-~ rncZlns. 

Over the yc~rs we have l~t negative economic forces 

run out of control. 

no longer have that. luxury. 

to the year 1960. 

since then. Bul: in term~-:-; of our econoff'Y, how can \·!e d:L~_;pi.tlc' 

that. thinqs have SJOtl-cn worse? 
fl_s, I 

$5-.-2 trillion; OUJ_· 

(_ ~) 



. . . , 

fo.·· :ire: \1C' Cur 

\'Jc rnw;t not be'. Li'" i.d. \'Ye ':!:i 1} not be t:irnid. 

\'/.::.; 1·;il 1 res tore tlw freedom of al1 men and '''omc:n to 

excel und to crea~c. 1;Jc \·/il 1 unlc'c: sll the energy and 0cnius 

in cooperation. 

of service. \'!c hz.1vc. no p0'.·.1z.21~:::; cxcc:pL tho~;c tJwt \JC c.1crivc 

from Lhc pc-:oplc. 

labor ---- I u:cgc :you tu be 9uidccl by the n.-:1. tional intcrcs t. 

the JY~op le. 

'l'o my fcl1cn·/ citiz c:ns, J propo:;c U12t \·.re :J 0:1.n to do nu 

less tllan shake Lhc very foundatio11::; of ouc ccono:-..:i.c ::;ysccm. 

VJ2 will 1-.rock to~Jcl:he:;r c1nd 2ct rcspon:c;ibly. 

with the rt1o::;t pcofl. 1.rn1 rcc;pcct for that v:hich \'.'.: F\U::> !.:. 

prce.;ervc <lnc1 with scn:='itive undcrc:;tandin9 for U10::.>c \,;ho mu::t 

P]cQse give m2 your help. 



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

January 20, 1981 
(Detail, rounded in millions, may not add to totals) 

TABLE I Operating Cash Balance 
Opening balance 

Closing This 
Type of account balance Today This fiacal 

today month year 

Federal Reserve account ••••• • •••••••••••• $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 balance •• , ••••••••••• 9, 190 8,600 12 ,305 20,990 

TAILE II Deposits and Wlthdrawals of Operating Cash 

This Fiscal 
Depcsits Today D10nth year Withdrawals 

to date to date 

Federal Reserve account: 
Federal Reserve account: Public debt redemptions 

Public debt receipts (Table 111-B) $14 $38,423 . $201,853 (Table 111-B) •••••• • ••• • •• , •• • • , , 
Federal Reserve Earnings ••••••••••• 480 3,523 Medicare •••••••••••••••• , • • ••••••• 
Taxes received through Federal tax HEW grants (selected) ••• • ••••••••• 
deposit system (Table IV) ••••••••• 471 6,842 37,553 Unemployment insurance benefits ••• 

Individual income and employment Interest on public debt ••• • ••••••• 
~ taxes, not withheld ••••••••••••••• 1,028 4,802 8,166 Commodity Credit Corporation(net). 

Estate and gift taxes •••••••••••••• 21 292 1,826 Export-Import Bank (net) • ••••••••• 
Customs and certain excise taxes ••• 25 358 2,236 Federal Highway Administration ••• • 
Deposit by States: Other withdrawals: 

Social Security •• • ••••••••••••••• * 124 3,504 
Unemployment ••••••••••••••••••••• 12 151 2 ,342 
Supplemental security income ••••• 115 551 Unclassified ••• • ••••• • •••••••• , . 

Foreign deposits, military sales ••• 6 586 2 ,356 Total, other withdrawals •••••••• 
Postal Service receipts •••••••••••• 113 1,253 7 ,349 Transfers to other depositaries ••• 
Farmers Home Loan repayments ••••••• 34 781 2,608 

Other deposits: 

Total other deposits ••••••• • ••• 
Change in balance of uncollected Total Federal Reserve 

funds (closing balance $ 807 -212 -368 +544 account •. , ••..•. . ..•••.•.•....•.. 
Transfers from other depositaries •• 89 22,471 118,101 

Total Federal Reserve Tax and loan note accounts: 
account ••••••••••••••••••••• • • 1,601 76 ,310 396,815 Transfers to Federal Reserve Banks 

(Table V) •• • •••••••••••• • •••••••• 
Tax and loan note accounts: 

Public debt receipts (Table 111-B) 4 61 292 
Taxes received througti Federal 

tax deposit system (Table IV) ••••• 898 
Transfers from Federal Reserve 

17. 702 100,737 

Banks ••••••••••••••••••••••••••••• 2,033 6, 752 
Total tax and loan note Total, withdrawals (net of transfers) 
accounts (Table V) •••••••••••• 902 19,796 107. 781 

Net change in operating cash balance 
Total deposits (net of transfers)., 2,414 71 ,602 379,743 

*$500,000 or less. 

Today 

$102 
117 

84 

7 
73 

1,824 

89 

1,824 

+590 

For sale by the Superintendent of Documents, U.S. Government Printing Office, Washington, D. C. 20402. 
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This Fiscal 
month year 
to <late to date 

$33,347 $178,380 
l ,972 11,425 
2,607 12,324 
1,045 5,098 

281 9, 186 
l, 195 3,449 

-17 408 
361 3,049 

. . 
2,033 6,752 

76. 750 398,295 

22 ,471 118,101 

74,717 391,543 

-3, ll 5 -11,800 
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TABLE 111-A Public Debt Tron1action1 7 

(Stated at face value except for savings and retirement plan securities which are stated at current redeaption value). 

This Fiscal This Fiscal 
Issues Today IQOnth year Redemptions Today month year 

to date to date to date to date 

•rketable: Marketable: 
Bills: Bills •••••••••••••••••••••••••••••• $1 $28,052 $140,602 

Regular series ......•..•.•••.••. ·* $30,221 $148,038 Notes •••••••••••••••••••••••••••••• 3 201 18,006 
Caeh management .•••••••••••••••• * 26 2 ,023 - 2,500 13,502 Bonds •••••••••••••••••••••••••••••• 

•ote&, •.••.•.•••••.• • • • • • • • • • • • • • • $2 2,679 31 ,236 Nonmarketable: 
Bonds •••• ••••••••••••••••••••••••• - 1,501 5, 144 Savings and retirement plan series 88 1 ,295 3,789 

9Dnmarketable: Government account series •••••••••• 9 55,590 290, 734 
Savings and retirement plan series Foreijpl series •••••••• • ••••••••••• - 705 3,040 

Cash issue price •••••••••••••••• 16 257 1,219 State and local series ••••••••••••• 1 195 937 
Interest increment •••••••••••••• - -87 931 Other•••••••••••••••••••••••••••••• * * 30 

Coverniaent account series ••••••••• - 49,663 280,051 
Foreign series ................. , .. - 374 1,585 
State and local series •••••••••••• * 33 989 
Other, ••••..••.. , •• , •••• , .•• •.-,,.,. - 3 55 

Total issues •..•.••.•..•.. , .•.....•. 18 87, 143 482,748 Total redemptions •••••• •••• •••••••••• 102 86,064 459,101 

Net change in public debt outstanding -84 +1,078 +23,587 

TABLE 111-B Adiustment of Public Debt TABLE 111-C Debt Subiect to Limit Transactions to Cash Basis 
This Fiscal Opening balance 

Transactions Today month year Closing 

tray 

ntis 
to date to date Clessifications balance· This fiscal 

Public debt cash recei.pts: today month year -
Public debt issues (Table Ill-A) •• $18 $87'143 $482,748 Total public debt outstanding. 931,28~ 931 ,372 930,210 907 :.:~ 
Premium on new issues ••••••••••••• - - - Less public debt not subject 
Discount on new issues: to limit ••••••••••••••••••••• 607 607 607 608 

Billa (-).~., ••••••••••••••••••• - 1,931 9,247 Plus other obligations subject 
Bonds and notes (-) ••••••••••••• - 15 91 to limit: 

Govemment acwunt transactions(-) - 46,800 270,334 Guaranteed debt of Federal 
494 lllterest increment on savings and agencies •••• • •••••••••••••• 472 472 475 

retirement plan series (-) ••••••• - -87 9'.H Specified participation 
1, 135 Total public debt cash receipts ••• 18 38,484 202, 145 cert~ficatee ••••••••••••••• l, 135 1'135 1, 135 

Total subject to limit •••••••• 932,288 932,372 931 ,ZlZ ~U!l, /ZJ 
These receipts were deposited in: 

935'100 935'100 935, 100 925,000 Federal Reserve account ••••••••• 14 38,423 201 ,853 Statutory Limit ••••••••••••••• 
Tax and loan note accounts •••••• 4 61 292 

Act of December 19• 1980 temporarily increased the statutory debt 
Public debt cash redemptioos: limft to $9.35 .1 b-il 1 ion through September Gill 9815i "" If"" 

Public debt redemptions • (\fl kJ. d. .. 11 (,,. 0 I~ 
(T.t>le Ill-A) .•. , ••••••• , •••• ,, .• 102 86,064 459,161 

TABLE V Tax and Loan Note Accounts Ju~ s.. N•:I Govemment account transactions(-) - 52, 718 280 782 
Total public debt cash redemptions 102 33,347 178,380 by Depositary Category Cf t ....... 

--- -St Classification 
Total ,1. , TABLE IV Federal Tax Deposit A B c 

System Activities Opening balance today •••• ••• •• $163 $831 $4 '761 $5,755 \;{'rt* 
Investments .. . ..•. . .........•. 28 187 687 902~ 

Month Fiscal Withdrawals: ~· Classifief.tiou Today to year Treasury initiated ••• • .••••• - - - -
date to date Depositary initiated ••••• •• • * 32 57 89 

Withheld income and employment taxes $785 $22,015 $110,655 Cl.osit\g balance today ••••••••• 191 986 5,391 6,568 
Railroad retirement taxes ••••••••••• l 12 643 TABLE VI Memorandum Information Excise taxes •••••••••••••••••••••••• 99 1,639 8,724 
Corporation income taxes •••••••••••• 93 788 15, 127 Income Tax Refunds Issued 
Federal une11t1loyment taxes •••••••••• 8 106 746 

This Fiscal Change in balance of unclassified 
taxes (closing balance $.L.fil) •••• +383 -16 +2 395 Today 111Dnth year 

Total •..•••..••••.••.•.••...•• l ,369 24,544 138,290 to date to date 

tadiv.ldual ••••••••••••••••••••••• $1 $16 
-..-I. 

These receipts were deposited in: $983 f -~ 
Federal Reserve account: 

Directly •••••• , ••••••••••••••••• 220 2,884 15,599 Business. ·· ••••••••• , •••• , ••• , ••• , 36 418 3,822 
'Remittance option tax and Individual refund checks include refunds of overpaid FICA taxes 
loan depositariea •••••••••••••• 251 3,958 21,954 and repayments of earned income credits in excess of Liabilities. 

Tax and loan note accounts •••••••• 898 17,702 100,737 



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 £±~ 

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 theoath of office, I asked 

my 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. 

~katXHMNXKXX*X~~N~M~KXN 

That M~±0 audit aNx has been conducted ¥N by m¥ 

sxaxx+xN¥Xthe Secrtaary of the Treasury, XRH the 

Chairman of the Council of Economic Advisers, the Director 

ofthe Off ice of management and Budget and my x:k:axx personal 

staff. In addition, I have been consulting with key members 

of Congress, trying to obtain from them a complete and 

true picutre of XNR our national condition. 

That report was presented to me two days ago. Frankly, 
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I found no surprises. You are ~~±~ 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 hid~ behind lofty econrnic 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 

~xk of our country back on track. Tonight, however, I WRNkXK®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. R@±h±nxx In both 

x~BxxaNNxx~R2 (fiscal) 1981 and 1982 we are faced with runaway 
almost 

deficits. Estimates of this have grown by M©X~/xhan $100 billion 

j\'';t in thelast year. Ten months ago, the former administration 

projected a s~rplus of some $16 billion. Instead, we H@W have 

learned that we face a deficit of R©N around $80 billion -- the 

largest ever in our history. The entire U.S. budget in 1957 was 

less than this ye~r's deficit. 

These exploding deficits have maMexa:xm@~Hxk~ piled a national 

debt of staggering propoertions on the backs of the American 

people. This HXXH 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 g0x growth of government. In 1960, there 

'" \ _'3 .2 wxE' were _ _iQ__ Cainbet deparmnts and now there are l I 
~ .;2.t'1 61.0'7 ~ ~ 3 I 

19 60 we had 1) ~ federal employees w±:k:Rxa: being paid ,.1i, b'1 ~,, oo~ a:io 

a year, and now there are.J., 773, 8't~;!;_oyees makingj~, 8481fflr00ye~r. S ?2t. .% 

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. 
in 1979 ~ 

Inflation/±:a:xtx¥~RX ran at fil-o. Last year, it fin ished 

out at lii~- ~gm~RXHXXHXBXX0XKHH Exs~HN~WHX In eight years 

under President Eisenhower, the entire inflatoin~ f 4- % • Jl.6 7 

Even in the ¥RRX early 1960s, inflation averaged only a little 

more than one percent per year. 

Only ten years ago, mortgage interest rates averaged about 

Cl'.\ l ~ercent, and now they are at the absurd level of J.8.J1'_% .8 

Look also at the burden of your income taxes. In 1960 

you were paying less than 11¢ ~RXH~RX¥ to the Federal Governemtn 

on every dollar you earned. Today, you are paying nearly 18¢. 

In 1965, the burden of fedearl taxes @N per family was aN~Mk 

~sMk just under $1500. ~~Na¥~XXHHX 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 xhax±m~xiez this impolies ERRR~k cannot 

be adequately measured in nmnbers. 
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This then, is the i:m:aR national economic audit that has 

been presented to me -- a confusing jumble of numbers and charts 

that merely confirm xkexdee~ the good reasons for our deep alarm. 

M~©NX~Hk~XXNgxkh±xx©XXX~N¥XKNXBXX~XXXNXRX 

But this report on my desk cannot begin to translate the worry 

aHN that each of you feel. For each of you, the problem is a 

little different, but w.c~n>! we know one thing that is the same for 

e~ex everyone: we are all affected; we are all faced -- one way 

or ther other -- by ax~~eRx±ax potential economic disaster. 

ThRt's why I think it's important to set aside what you 

may think of as just one more government report and to ze~exxwxkk 

¥®MXXITXSX~~RHXN~XaN~MKXKkRX~NXR0Hax share with you in more 

distinctly personal terms the affliction that kas: crosses this 

nation. Nri:iWX~Nix:khex:a±ax How have the alarming economic trends 

affected your lives? 

XNXX~MR+ The dollar you RNXNHNX©X spent in 1960 today will 

only buy 38 cents worth of goods or services. If you spent & quarter 

ofyour income to buy a home in 1960, today it takes more than 40 

percent. Hall:ff 

Have you purchased a car lately? Just 10 years ago, it 

took about 35 months to pay for it. Today it takes Rax nearly 

44 months. 

And how about the growth of government? In terms of your 

xmxx family, government was spending almost $1900 per family 

two decades ago. xntaxms1w Today, though the xam±x¥ 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 

HakiH~B national debt. 

On the tax front, it used to be that the average family 

of BMX four could pay its taxes with the income earned by February 

8. Now, you must work a month longer -- into March -- to pay 

your xed2ax Fedral Taxes. 

And in case you forgot, there are some hidden payments 

in your lives. If you are lucky enough to buy that automobile 

which requres 44 m~±K months to pay off, you should also kjonw 

that goex government regulations ass has added $666 to its cost. 
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And all of this, of course, is simply going to lead to 

a bigger and bigger national debt. Let's talk for a moment about 

our debt. It is so ~qcm~~:lrn symtomatic of all of our problems. 

As you know, last week w~ik with great reluctance, my 
/ 

admkHx 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. Indeed, 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 

to compete for loans. And it is that competition that helps keep 

interest rates at the Hsxxa extraordinarily high levels they 

are now. In turn, these high rates not only keep inflation high, 

they pxNXHR~ d~ter investments, and it isn't long before all 

America suffers from N~~©m 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 ,,,~tj nd of concern about th:~ irection/~~ 

AY."-~" ma e me~to ent;rAoli ics. ,,Pfom that time · 

~taw,however, t · · 7ituation ~~y worsened. 
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&J 
In 1960, our national debt stood at~.( billion dollars. 

By 1966, wehn I first ran for public office, it had grown to 

al~.\ ~illion dolars. By 1974, as I prepared to leave office, 

it had jumped to q~y,'J .. 1}l11ion dollars. ~'7hen I took the oath 

of office 16 days ago, it stood at 930 billion dollars. 

it is going up to $985 billion. 

And now 
' 

This brings up one of the cnetral problems we face. W~ Those 

RNR:exr.;iexmx:kke£nix'K.NE!Xrjl:'llce1n·rn-1~rn::k who have presided over these increases 

have watched as we have engaged in a form of national self-deception. 
j,l1v 

In 19~ the C f . - J_cµd h . ongress o the United States set w at they called 

a "permanent" 
·· itOD I~ 

debt limite of :$_~billion. Each time the ../ 

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

debt limit. 

Just in case you miss the point, our ~~exmNneN~~xG.s~ HRKk 

national debt stands at nearly i one trillion dollars, but we 

shouldn't worry because that is sup 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 

h~±n~ behind fictions and w~ budget hocus-pocus. We've deceived 

flMZHibr.e.s ourselves into thinking that the piper would never be 

paid :aG.Hxtl.xagRX:kN: and that the technical finery of labels would 

preserve us from economic chaos. 

I've done a little research on this, and in case yokl wre 
~ QJf[Ut. I~ fF 

raised~ times 
J 

iterested the "temporary" debt limit has been 
\V 

since 19Jl. If a bank told you you could borrow $5,000, do you 

-111 I"" think kNH¥XW it would let you go back ~ times to increase the 

loan without collateral? You know the answer to that question. 

It's my job to convince this govern~ent 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 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. 

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 percent each year for the next three years. 

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

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 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 Federal 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 government 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 

government 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 everyorie 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." It'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 caused 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 today 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 terrible 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 lar:guage, I think we can work with the Federal Reserve 

system, and in connection with our elimination of Federal 

deficits, we can rlrive 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's, 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 unemployment the next. Whenever inflation 

became too high, Washington would increase unemployment 

by raising taxes and interest rates. When unemployment 

then became too high, Wcishington would open the budget 

floodgiJ.tes and print more money. The quick economic cure 

only caused the econ0my to become mired more deeply in its 

own problems. 
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'J'hrou~;hciut t:l1c P:r~c:.:;.i dcntiu.1 e1ccLion ce:cr:tpa.1.~Jn litst fall, 

I came before you l ,, 
l1 the process of what I cc:ilJcc1 c-1 n<.1Lion.0 i.l 

convcr.c:;<:1tion. It ~Ji"'tVC me; an opportunity Lo speak plainly 

21bout tbc difficult prob] crns facing ou.r 1;ation. 

Tonight, for the first time as your President, I am 

continuing this conversat:ion t.o share with you my vi0ws on 

the profound economic er: :;:i_,c:; \·le face. 

Shortly be:Eoce I took the oath of off ice::, I osked rny 

advisers to prepare a cornprehens :L ve look cit the 1~mcr ican 

economy. Just as you review your personal finances and 

prepare your inco2P taxes, I wante<l to have a national oudit 

of lnnerica 1 s financial condition. 

'fhci:r report \·li-.l.S prcscntecl to me yesterday. Frankly, 

I found no surprises. ?(~-~ are going to find no surprise~:;. 

The sum total of what we face js notl1ing less than an economic 

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

the time when \-18 can hide-~ behind lofty economic phrz1sin<J. 

Tl«'O weeks fron1 nm·1, I 11ill outline to the Con~Jrcss 

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

rescue our economy. Tonigl1t, hu;-,iever r I urn going to outline 

the cLirncnsions of the crisis, discuss how v:e got here, and 

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

to reg a in our econ.o!nic vitality. 
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calamity. 

'l'he Vc~dcral huc~~_Jct :i.s J-ucl1y out of coutcol, and 'i'!C c::i.rc 

foccd with runaway dQficit~. Ten monLhs a90, the previous 

Now, w2 face a deficit of around $80 billion the large:; c 

ever in our hi~;tory. The entire U.S. budget in 1957 WRS 

less than this ye0r' ~3 deficit anCi less than the $80 billion 

we are inying thi~c: year in inte~rc.st alone on our staggering 

rwtional debt. 

'I'his irrer>ponsiblc spencUng goes hand in hand vlith the 

stcDcly trend in the grov;th of 9overrnnen t. In 1960, there 

were 10 Cabinet c1ep21rtc_,,nts und no\v there are 13. In 1960 

we had 2. 2 million Fcdcrc;_l ernployu.:s being paid $12. 7 billion 

a yea~~, and nmv there an~ 2 3/tl rnil1ion cmployce~c; makin9 

$56.8 billion per ye~r. 

In 1960, govcrnm,:c,1t conc>rnned 18 1/2 percent o:E our 

national producti.on. Lust yoar, it took 23 percent. 

The j ncscapClble rc~::;nlt of gov<?J.:-nrnent out. of control is 

influ.tion out of control. 

Inflation in 1979 ran at 13.3 percent. Last ycu.r it 

finished at 12.4 percent. In the entire eight yca.r::; of the 

Ei~;cnhrn,1cr Ac1rn_i_nistration the total cosL of living rose only 

11.G percent. Today, th~t seems hard to believe. 



l J " '.) pc L. c en L. 

Look at youc inco: ~, ta;: burden. '.l'\10 dccctdc~; ago, you 

you eo.rned. Toddy, you arc p2ying nearly 18¢. 

of F(:dcral ·Laxes p2r L1.r.1ily has CJUi~druplcCl ::;.ince 196':>. 

Finally, too many Arncricans arc painfully aware of the 

sluggish condition of our cccurnny. 

7 1/2 percent. Number::: c1o not adequately· mc:asurc the hui:;nn 

suffering this implies. 

'l'hci.t is a brief suirmki:cy of the nDLional economic audit 

that LDs been prc~~·~:ntcd to we -- a confusing jumble of 

number:.; and chu.rt~; .. 

But this report cannot bc0 gj n. to trarwl.atc the decp 1'7orry 

each of you feel. No c:i. ti zcn cu.n avoid th2 er i tic al probler,t 

that faces all of us: how to cope with potential econorni.c 

dii:::a:::--; L:er. 

That's 1:7hy I hive c>c':.:. a'.~idc \·lhi:i-L. a.fftount.s t.o just one 

more 9ovcrnrncnt report. Iri.~~tcad, Jet's loo]~ u.l: these 

alarming economic trends in personal terms. 

The dollar you spent in 19GO will only buy 38¢ worth 

of goods or services today. 

your income to buy a ho~u2 in 1960, it nm·1 takes more than 

4 0 pc:rcc11t. 



J , ;tuc 11 . ·' 

i l. too L d b r) ltl ---- toud_y, nc<~ rJy 

ago. Today, thou0h th e av crd~~ family is truly no ]Jett e r 

off, the govc r nr1.:c:nt i :::; sr,~.; nd.i.n g an inc.r.udible $"/, 800 pc':r 

f <1111ily. Every rna11, wo:1E111 a nc1 child curricc; nc~ar1y $1,500 

of ·th e naLional debt. 

On the tax front, it used to be that the average family 

of four could pu.y its -tc::.xc s 1.v:i.t.h t11 c income earned by 

February 8. 

Ma rch -- to pa::/ your F e::d8ra1 t a xes. 

Thero are a 1 !:;o so;-12 h ic1den p<:yrnent. ~~ in your 1 i vc;:;. 

I :f. you arc lucky cnon~J ii to Luy that autoi:nobi1c which rccpi:i_rcs 

44 months to pa.y off, you s hould also knoH that govcrnmc~nt 

regula tions have added $666 to its cost. 

All of ·these prob lems a rc the le0ac y of u banJ~rupt idea: 

that tbc governr:1cnt is the sou r c e ot our economic \·Je ll-bcin~. 

government. of:fc:x·s the cn~c for our ccono:nic iLl.f::; have run 

out o :E medicine. We:; a r c not only ·;·unning out of medicine°'; 

we are, mo r e importu11tly, running out of time. 

Lcft uncoJJLrol.lcd, here are some of th e consequence s that 

v1ould b2 upon us b cd:or t.: long: 



in 198'.J. 

mcmU1 tocL1y \·,"'..Juld ju1"p to $'.22c) in icrn:). 

Tl1e avc.cd~Je pci:ccntasc~ oJ yol:r fa.1't.Lly' s i.nccrn:e 9oin9 

to Fcdcrzil income ta;{c.'.; 'dill jurnp u.9ain from J.E:1 

percent tod0y to more than 21 percent in 1985. 

While om_- CHP will grow by $1. 2 trillion in the 

nexL three yecfff:>, the Federal Govcrn:nent' s sha.re 

of tb:· inc:cec:sc \':i 11 be more than 2 G percent. 

Histor:ic2111y, the government 1 s shc:J~cc has rarely 

risen above 20 percent. 

All of these trends are leuding us directly toward a 

trillion dollar na tioncil debt. 

with you for money. That, in turn, help~; keep :i.ntc~ce::-.;t rates 

at today's oxtraordine..u.·ily hi9h levels. 'l'hc::sc high rCJ.tcs not 

only keep inf lc:1 t io:.-1 Li~;l1, they de~: er i~1ves tmcnts, and it 

i.sn 1 t 1ong before all l-..nieric<• falls into c-:co:nom:i.c dccl:ine. 

Jt isil 't govermocnt tL=.tt suf:fe1~s f.1~orn thi~; viciou~:; cycle; 

it :u.~ you. 

lrnd yet, v.~ have cc•ntinlh··T to alJ.01-J dof:icits to puE:;h up 

our debt as if there l':crc. no negative consequences. The 

record is frightening. 



C,tl i .:--01~nia, it Ji,lc1 Jc''ll'-'d t-o ~;11·;1; billio1i. \'Jhei; I toot 

/\nd nC)\\' vie lEtVi:c! been furccc1 int.o askin<J t.he Con<J-rcss to 

'1'l;c unbelievable nta9nitudc of these nurnbccs illustrates 

how v:e Lave elFJa'~{cY1 in c:t form of nation.-i_l scJf--deception. 

In 19'/ l, the Concg-c.c_; ~_.:; of the Unj tcd Stu tcs last ~_;et \·.'hat it 

Cell.led a "perm2-ncnt" dcbt lirniL of $'100 billion. Since then, 

each LLiiiC: tll(~ debt limit has lx~en rai:::ied, it h0s been 

soothin~;ly ccillcd a "temporary" incrca[::iC. 

In other words, as our national debt approaches one 

trilLi_on dol1cfff3, we are told it :is only "tcnrporary." \\'0Jl, 

thic; is the kind of debaserncnt of the E11qlish languasJc thCJ.t 

has 9otten us into so Ltucli troul>:Le. We'v8 hidden behind 

fictions and budget: hocus--pocuc;. We've deceived ourselv0s 

in to thinking thut the : -'re u~;e of \·10rc1s would protcc t u~_; 

fro8 economic chaos. 

I 1 vc dune' il little re.':;carch on tl:i.s. 

If a L~nk told you you cou]d borrow $5,000, do you think it 

would let you go back ?l time,;.; to incn'<lSC' the loan \'lithout 

coll a l:_era_J? You knov.: th8 onsi.vcr to that quc:::.tion. h7cll, it's 

our job to convince thi:::-; 9ovcnnnc~nt of i:be answer to ·U1Eti.~ 

qu~stion. 



r-1.:Jc J1a:'; bccor::e a pc:ci:-1~t11ent: burcl.C"n. 

trctck is to tcLL the U:uth and to quit rnanipu.lat.:ing 

def initicn.s. 

we:2 couJ d undo all this diiillet<.JC. 

We can't, and '"'e \·.1on 't. But \Jc can stzn~t by bci11g bone::_:; I::. 

with our~:;clvc's. 

I 1 m not asking you to be~ patient; I'm a f;ld.n9 you t.o 

use your impatience to m0ke sure this difficult process is 

seen through to the cntl. 1 won't us};_ you to do w:r.th less 

becau~>e when th•c' tirne~> are mo.st difficult, our people have 

Nmv, 1ct me briefly describe to you the four b~~c.dc 

e]em2nts of the plaL I will be submitting to the Congress 

when ii.~ returns from its rccc~:s. 

First, I arn 0oin·-J to pre pose the l<trgc;_;t reduct.ion in 

I i:llll cJetcrrni.ned to break the cycJe of inflai:ionary cxpscta··· 

tion and ba1C1nc2 the budqet at: the ecY?:l:l_c:-:; L:. posr3ible d<:~t.e. 

No govcrmn8nt in history has vo~h1nt.arily cut its m·m 

S.1.:GC. 'J.'hat is \·1hy we must take this action on our own. 

A~; parents V!C': ]~no~ .. , thn.t we CCln rcp,-::a :;:cdly 1 ecture our 

children on the evils of \·7a~;-lc <'::d cxt:rava<::rcn1cc, but nothin9 





wiJ J be rn'.:t. Onr cffCJ.i:ts \d.11 be itS evccn·-handcd a;; 1_:;os.s.1b1c. 

v.7il1 benefit frrn:1 Llli:=.: pro·Jran: inc1-~~Q~:.!_~~l_ the truly needy. 

Only thoso \-.1110 unfo.irly and unncccs;:;a.ril:'{ feed at the 

Federal trough need fear what we do. Fo.r example: 

\ve will cuL ~J:.:-ants that. J.y::~nc:cfit rnosLLy the grc:mt~0:mcn. 

These profcssior~al rrLi.ddlcrnen and clever long·-tcrrn 

budget rna.nipula.tors \:ill lx· a .:;pecial tar9ct. 

~·Jc v1il l not subs idizc busincs~:es at the exr>en:;e 

of the American people. Our policy wiJl be to 

encourcqe bu.'>incss to czn:n j ts profit:~; in the 

rnc:i:ckct.place and not in the Federal bud0ec. 

"th0t. is the: \:1ay it's al\vays been done. 11 It's 

•ro help cu:.:. tlv-" LH1Ll~r:L~, without hurtin~r tlte need:,', I plr:111 

an a:-:;sault again.'.:>t the fraud and waste thi:tt. \'IC. tiavc in 

9ovcrmncn t. I will. be rigidly intolcr~nt of wasteful 

act iv i tics, and I v;ill seek tough er irnina l pcn<~.1 Lies ac_;2in~; l 

frauc1L1lcnt ones. 



J don'L tliinJ;, 

f:cd fur by printing·-prcss money. 

collccrn s, and tlu L i ~ the: c.f: :[cc L- of: inf 1ation on the :Earni l.y 

unit. 

1.·.'ork force. Yet, there is no question that hundreds of 

thousands of wives and mothers arc working today 011ly because 

they have no ocher choice. 'J.'hey arc simply trying to help 

their farn:i lie::_~ stay ev2n. 

'11 hi~:> ha::.; rccmllcc1 in incalculable social and cultural 

CO~:JtS. It h<1s cul.:. c1m:n on the intimacy of: fetrnily life by 

reducin~r leisure t:incc f:o:c family Cictiviticc;. 

people iL hc:t;:; led !.o f·:•.: .. l:i.ng~.o of fruE_:;l:ration a11c1 dcrnor211.izal:ion 

even rage and exhiustion. In my op3nion, these developments are 

That price is unaccept~blc to m2. 

Ay second proposal will be to reduce personal income tax 

.l\;1c1 I 

small a~; wcl.1 as large, to write off capital invcstrn,.::.nts against 

·Lhe:i r taxes. 

Personal. cuts will restore your opportunitJ.es t0 work 

It will result in economic growth and the 



prcc1uclivity ~jro\v·U1 .. 

anci lcs~c; inflatio11. 

Jnr:;L:. <tE:; our 1:.iccsonz!.l tax la1·1s arc ;~true: c.urcJl to achieve 

11.s an indi vic.lual, 

you can ch·dnct mortcyigc in tcrc~;t \·.'hi ch encourage;; hoPieo-,·.iner~;hip, 

and you c2~n deduct charitetlllc contributions v1hich cncou.ra9c.c3 

\•/orks of bcnevol0ncc. Bu~d.ncss r:tur_;t also be <.tblc to i1nprovc 

its \'lOr}:, rene«:i the quu.li (-.y o{ its equ ipmcn L-., a11d prepare :[or 

the future. 

'fhc sum of businoss cxpan:.:;ion and gro\·rth is p ·.::sona.l 

well-being and jobs. I know there are those who oppose 

busincs~~. ta.x cnt.c3, but the f<<ci i.s that buc:i.ncss doc~;n't 

pay t;:cxcs; you pu.y taze~;. 

a cost. of doirig businc::;~;. 

Every tax has to be passed on as 

'l'he U1ird step in rny plan wi J.l be~ to le;~sen govr?.:1:nmcnt 

interference through the regulatory process. We must: _:_e.Lorrn 

government rcgulatio11, eliminating needless and excessively 

But whi.le we 2ct to reduce 

the burclon[3 o:E goverrrntc..:ffL, we HiJl never lose si9ht of the 

lc9iLimatc ends that they ~:;crvc. Our food wil.l rem~in safe 

to cut; our rrtcdicine \'lill cure <-'lK1 not cause disease; onr 

p):oc..1ucts Hill not Uiccdtcn our lives. 

However, we will rcvic1v all old r8~Julations 21nd keep 

only those: which arc absoJuLely essential. h'e \·1ill loo~~ ctt 



p,l'J'' lJ 

bil:;,_~tl upnn Lhc co;l:.~; c:1cy .lLl.L10::.;·:. CC>Jlt}Jar1:J to l:]icc bcncfitc; .tJ1cy 

Foi..irtl1, \.'c must :-:.ct v:i.tli c.,_ clof.:;c uncli:::rsl:anding o.r: how 

-, ,,-. 
_..!_.'). In plain lancJuagc::, I 

t.hink we cdn \-;o:cJ~ 1.'i i:h the Fcc1eral Ee serve: sy~-::: Lern, c:u1d in 

connection \·7ith our clim.i.nat:i..on of Feeler ell c1et icit~;, we can 

do1:1ar. 

you \'.'ant les~; of E-~mn2Lli:i.ng, you l.ax it. If yot.1 \·1anl:. more of 

sornoth in~), you re;'.-.'2t:cc1 :Lt. If you want more proJuctivity, you 

d ·1 . . rew~r procuct1vity. If you \-Jant to ;:;top goin~i into debt, you 

stop rewarding the Dccumul2tJon of debt. 

Sin cc the early 19 G 0 :::; , the Federal Covernrncnt ha~> 

follow2d policies baser[ on the hope that \-,·c could 11 fine 

tunco" our \\1ay out of :i.nflation 21nc1 nnc11tployrnenl. The rcsuJ"L 

ha:=:: ;:;con "sLop-anc.1-·go" polic:ies fighLing inflaU.on O:J.C 

Whenever inflLltion became 

t<lxes and interest rates. Vlhcn uncrnploymenl then beca!nC? too 

hiC]h, l'7ashinc;Lon 1·10uld open the budqct floodgalcs and print 

more money. l\.nd ouT pcoJJ.lc::1~; only worsened. I think cutting 

spcmdi n~J and cut U.n<J taxes SJO tose thcr. 



, c.,nc_ .lOlLC_J (l.'3 tllc·:, ';.'i l ! 

Jt J : ; in the u~c 
. . 
l\ltlC.~ ;_::-· l c:: <. ! n J.lC~oplc 11~1 l to 

I 21rn corificJcnt tL'.l:. :i.1i Lime 1"JC:: \'li11 :return not only to 

our '.-Jealth. \'7c ccrn crcc.i-lJ: U1c inccnti ves which l~ake ac1van ta~re 

Lip;xnan observed more tha~1 4 0 years a.~;o, which :[o:c the~ fir st 

time in history <Jave Ptcn " : way of producing 'V/ealth in which 

the qood fortune; of others multiplied their own." 

Our aim is not lo limit our wealth and merely allocate 

it differently. Nor is it to favor the f cw while iunoring 

the majority. 

wealth by :CC\'li.1rc1 i.ng Jurd \WY}'_ anc1 risk·-ta}~ing. l·:· G s cc~ Jc c-1 l s o 

to rnako otn- national \'ica l"l:.h vmrth smc1cthj ns by forcing this 

Over the year::; \':c have let ne~Fttive c~conorn:1.c force:; 

run out of control. 

no lon~Jcr have that: .luxury. 

Tonight I have frequently made static:.:l:ical cor:1parison;; 

Of course, much has changed for the bettor 

s1.ncc then. But in terms of our economy, ho'<:l can v.'c:· di~~:ptttc 

th.:Jt thinys have gotten wor~>c? 

Siner, 19GO our govcn1ncnl has ~spent $5.2 trillion; our 

debt 11as ~Jrovm by $ 6 ,16 billion. In:f lc-:tion ha~.:; explo::1ed by 



r·l t > .... ~ , 1 c: :. . l :. ~- ·. c ;_ :--;} ~ c: ·~1 ~( ;.; c~ .1. \' l ~ ? .. : : }1D ':.' much Jy · ltc: '~ 

He nms t_ not be t :i ,,.,id . 

excel 2nd to cre2:~- l~. \'le \·1ill unleash tlJe cncrqy and gcniuf; 

of the Arncric'-ln p2opJ.c ~ ···- traits which hav~ never fai_i_cC:: U!.>. 

To the Cong re sf; o:[ the lll-11- t2(} S i:·.21te::; / I ex tend rny hand 

in co0J_x;:r:dtion. 

of service. 

fro,!: ·Lhe pcC!ople. 

'J'o tho:,;e gren.t in s titutions in l\mc~ 1~· ica -- bti;;inc~;s and 

labor -- I urge you to be guided by the nutional interest. 

The only spcciaJ inta rGst w0 will servo i~ ~he i~tcre~L of 

the people. 

To my fello-..-.1 c:tl:J ze11s, l propose-~ that v.'C: join to do no 

le~;~:; tha.n sb2ilcc the very Ionn(l.a tions of our eccino::-:1.ic sys tern. 

Oo \vLLl \'lock togctlwr an(i act rcspon~;ibly. 

with the most~ pro:fc 1.n('l rc c:;pcct for thCJt 1>.7hicl1 \'.7C must 

prc:;crvc anc1 witli ~;011 si ti vc und r:;r~_;t. anc1i n0 f o}~ those \·.rho nm :-~: t 

he pi •)tcctea. 

1'banL you ilncl 9ood 11.-i.9hL. 
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WASHINGTON 



\•'' I . I I~ l/ .~6J~, • .... 'J I :J i.1,.?lJ.) 

n1 -~l'~·-.;.:~_,J1t_J.-_,'l]. c·,1- C'"· 1. r:r1 '"'"1 11·-~ 'n1' • , • • • , • ·.: • L.. •• _) ·-Li ;_.J< I L ~ 1 1 c! ~.> t L·:l l, 

cocvt~rsa tion. 

dbout U1c difficult problems facing our t·!a.tion. 

Tonj.ght, for the first time as your Pccsident, I am 

continuing this convers~tion to sh2r2 with you n~ views on 

the profound econo~ic crisis we face. 

Shortly befo.!..C I took the oath of office, I asked my 

advisers to prepare a co;nprehP-nsive look at the r,rnerican 

economy. Just as you review your personal finances and 

prepare your income taxes, I WilnLcd to have a national audit 

of l\rnerica's economic condition. 

Their report was presented to me yesterday. Frankly, 

I fnund no surprises. Y?~ 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 p~ssed 

the l~~e when we can hide b~hind obscure economic pl1rasing. 

Two weeks from new, I will outline to the Congress 

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

=escue 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 rcsain our economic vitality. 



The F~deral tudgct L 
,. 

- "' b<•dly out of eon Lcol, ,-~_nd we ore 

Ten 

l\drni.nistrat.ion projectc'd a bucJq'"'t 
.... ,.,._..._~: .. /.Pj\,..,, a.\~,:~l 1 r''"t~l.. 

~..:.'<.:..-.-¥, we face a tot.::i l r1
. :f i ci t1\;f ;,;r~carly $30 billion the 

largest ever in our history. 'l'hc entire U.S. budget in 
(! s t;-n :,ilJ 

1 t'5 7 ) th t' • · 1 I 1 f • • d ) .J was .css _ .:1n n1s year s,1c.,e ·JcJ.t an .css than th2 

#7 s lllf. billion we .:lre pa.ying this year in inte·cr:!St alone on 

our staggering national debt. 

This irresponsible .spending goes hund in hund with the 

steady trend in the g:cowth of government. In 1960 we had 

2.4 million Federal employees being paid $12.7 billion a 

yt')ar, and now there are 2.8 million employees mnking $75 

billion per year. 

~ 1960, the population of America ha.s g!'own by 

~~percent while the Federal budget has jum::icci by 

~percent. ~he gove:cnrr .. :mt is spending an incredible 

$7, 500 per household'li o~ 
The inescapable :.cesult of government out of control is 

inflation out of control. 

Inflation in 1979 r~n at 13.3 percent. Last year it 

finished at 12.4 percent. rn·the entire eight y0ars of 

the Eiscnhov,1er A~i.stration the inflatio;1 rate ran at an 
/; 

average of only percent a year. Todily, that seems hard 

to believe. 

( f'J l )Jo 

~p. A,'\a.!..11:.:~ 
c-;f r.;......_: '. J. 



In l:JGO, ~11->out G 

llU',··' d 1: F; : +J:: j l I , 1 ! I , jj f () J t II 1 

t.oo~: cl l: 

Tuday, it p~ys nearly 18¢. 

F:i na1ly, too m:my I<~.:.!t- ic~tns ur<:! painfully uwa re of the 

~:: 1 i.,gg i sh con('ii ti on of ou:c cr.onoi.iy. Last year 1 s :r:Pr:0s:,:d on 

7}~ pcr:cent. 

suffc:ri:1g th1.s implies . 
. , 
' // 

Jhat js a brief !..c;l-1::-.:-~,a.:cy··of the hation·aJ: 
,/ / /I ,' , ./ 

t9/·f~( hfi~;/b~cn p:ccse:ntcd to 
•' 

I I / /,/ .· 
cl/ //,. . r .- 1 

nb!'lber·s: and 1'ohc:i1: !.s~. .( __ _,,. 

f/,~S.t S'lt£ f/sf ,"c;.~ 

me -:· a conf~sing 
( 

Dut11tit-i~ repo:c,. Cu:!riot begin to translate the deep 

worry each of you feels. No citizen can avoid the critical 

~roblem that faces all of us: how to cope with potential 

cco:~:J1nic disa.:;;ter. 

~•~~~~~~£~~~.:--~I~~~'s.;~~~A~.a~.ad~r Let's look at these nlur~ing 0conomic 

t:ccnds in personal terrns. 

The doJ.lar you spent in 1960 will only buy 36¢ worth 

of goods or services today. 

While you spent a cp:a.rter of your i ncorne on payments 
LJ' · hom.<L ''e»T ~ (J'"ll'\i 

for at
1

home in 1960, i..t noH takes filO:Ce th2n '10 p2rcc~nt.11 enl,:F' 
1 c q ~ o. "').. h; J ~ I")<. o ~J #.' c.. ~ '- t-e.r 1¥\ .._ /c ~ ,'+ i t'Ylp 1s-.r1' b/C. -F o- ,..,.. u-t yor;.. ~.) -f',. wt,· //es-' 

C·ne in el Olwl9n fif5 t ti.....,c bo1oeb1 1 y 0 rs c:;in G'ven- af-fo:t:;d w buy 

() bv..7 o.. fl,evJ home. 
a r.f.\t fie~. i·ihe1t has h22pcncd to that traditional 1 ... n1erican 

c~r .:;am? 



On ll-. l ·,· ; •' ;- i. 1 l (> ., ·, • ·•• r- ;' I • C 
- \._ .. -- u \. "-···' { .-J f · .. ·,--: 1 . ' .•. ·' ... - :i 

'fhe L-c a cc .:-il~;o s:)111(.; hidcL:n cos f:s J..,1 your 1 i vcs. If 

1•ou ilrc lucl<l e;. Jngh to be able to af fo.cd a new automobile ~: ~ 

and c.b 1 e to m-oe t the ;:>o. yme n Ls , you s ho,~ 1 ~!:'.:ab o know t.ha t ~;-
) . h - C..J.r,1 .-. .. . <JO'.rC!rnr<l-:::nt n:!gu ations <lVC clc1,Jc $,0_§__6 i.ts price. ~- ..,,._.. 

U1u.t the c;ovcrnrnen~ is the sourc8 of 011.c cc(rnornic wc~ll-bcd.ng. 

l\nd now, those wr10 hi:ive prov10 tcd the notion that t11c 

<.:JOVl:::l·n;-;ient offers the cu.re for 011r economic ills have: run 

out of r;:,:Jici..ne. We ore not only running out of r.icc1icinc; 

we ar~, more importantly, running out of time. 

Left uncontrolled, here are some of the consequ0nces 

that would be upon us b2fore long: 

If i~flation continues at the same rates, an 
wotA../J.... 

automobile that costs $6,500 in 198lft~ cost more 

than $9,000 in 1985. A utility bill which runs 
lftCo 

at $110 per month today would jump to ~ in 1985. 
UnAtr t-~~ ·current- "t-A>e ,{"t'rfAc.C,,,.,..c. --

-- t1~he average perc<:·:1~:age of your fa;nily's inco,n2 
woul~ 

goi.ng to Federal income toxc:sl\.~ jump again fro;n. 
~.2.. 

18 pP.:cccnt today to more than .i=t' percent in 1985. 
i,µ01>../" 

\.;1hiJc our GNP ~l grow by $1. 2 trillion n t.he 

next three ye~rs, the F~dcral Govarnrnent's share 
. INOIAfA 

of the increase ~ be more than 2G percent. 

er;;~ --C..~it .. !_.(~} :_., : 
C-·' . .:.!.-·>~r.;:.: 

,.- ·- {_· ·-. 
-.: .:- _, · • ...,1 



t1J.Jlion doll~r nation~l Jcbt. 
H1.11s o. J..~-f,-c 1'-( -- o..!" 1./ 1-u.r -foir -.JI h1o4..f one of 

\'ih~n UK:: federal Go··"·~.::rn;1(~ntA inGrC-.1ijoJG its c"ic.bt i e-
t vi. e~rfy 'f'',...S -- ,-(- ct-f~;f', 

co~":ictcs with yo11forA1...,,,.,-1yi:: That, in turn, lielps keep 

in tct"cst :ca h:::s at lo<.1.:iy' s c>:tr2rn·~ly high levels. The~;c high 

rates not only keep inflation l1igh, they deter investments, 

and it isn't long before all A~eric~ falls into economic 

decline. It isn't govc!i~n.nent that suffers from this vicious 

cycle; it is you • 

.?ind yet, we have contimwd to allow dcfici.ts to push 

up our dr:bt as if there wc:!rc no negative consequences. The 

record is frightening. 
? :;IL 

I 1960 t . , d} . } ¢~~~~b'll' n , our na 1ona_ C)t st:.ooc at ,. . .J>:T-L- i ion. By 

1974, as I prepared to le~ve the Governorship of California, 
1-. 0. J... 'j'll'"f·.u5a t./r;L) . 

it j he..a. .luiJ=l'l<l to $La:~ bi lLi on. \·lhcn I took the ou. th of 
I\ •"" -· 

7 . 
office ~ 6 days .::l•]O, it stood at $93Z.. bil1ion. Because of 

A - • • ' 
---1 f} '!~ ...... _ .. ".. - ....,. 

what we have inherited, our national debt wi;I,J._ un:!voidi1b.lv-;;,' . .._1/~/.\._:: · 
~ -'.;'. -- .--~ . .........:-.:::::J 

bre~k the trillion dollar barrier within the next 12 raanths 

despite all ou:c best effo:ct:.s. If you brcuk that dCJwn, it 

means the Federal Government will have borrowed the equival2nt 

of $4,400 for every man, woman and child in the United St~tes. 

The unbelievable magnitude of th0se numbers illustrates 

how we h~ve eng~ged in a form of national self-decepti0n. In 

1971, the Congress of the United States last set whl1t it 



~;incc t:hc11, 

t:ri11;1 .. m c.10.lldcs, v1e ~ire told it is only "cc;:1porary. 11 

\·Jc~ll, this is the kind of dr_~bciSCZ•~ont of L:l1e Enc:lish lanouuc1c 
.I J ~ 

lha t h~!S gotten us L1to so rnnch trouble. \·1t~ ' '.re h :i..dd en 

behind fictions u.nd bud0•~t hoc11s-ix)c11s. 

ourselves into thirii~ing Lhat the Ji\Cre use of '.mrds would pro.te:ct 

us f.com ccono,;1ic cl1aos. 

I've done a little r~scarch on this. I foi.rnd thll t the 

11 tem2orary" debt limit hlls been raised or extended 21 timc:s 

since 197.L. If a bank told you you could borrow $5,000, do 

-· 
you think it would let ~ou go back 21 times to increase the 

loan without colli.l tcru.l? You know the ans\;er to that c_1uestion. 

hT,:?l l, I think that th·=- go'»ernment should live by t:hc: saine 

rules you do. 

We arc going to stop hiding behind trick phrases and 

smokesc.ceens. We :..ay h<J.vc bc:en looking <J.t .J. "te:rnpo:cCJ.c:-y" 

r i.sc:: in our debt, but you and I know th.::.:. t the t:c::1porc. :!.:y 

rise has become a permanent burden. 

Thus, my first goal in getting ~r economy back on 

t.ra.ck is to tell the truth and to quit manipulating 

definitions. 



'.·. i th D\.h .Sf' lV(~S. 

use your .imratience ton.:~''.'~ r.;u:cc th.~:~ diffi_culL p.cocc~..1s is 

I won't ask you to do with less 

}).~cause when the U_::J12s arc: :11o~:;t difficult, our people l-..:1ve 

Now, let me briefly ~escribe to you the four basic 

elements of the plan I \.,; i 11 be sub:ni t ti n(_J to the Congress 

a.-~ when it returns from its rc~cess. 
l "" )., .... "'Y 

\- . 
First, I am going to propose the largest reduction in 

··t'' , . .,.,.) . 
'b·,~~ J Fl.· .·1~al spending C:'12r pn~:;c:ntcd by 

'\~~ i{ I am determined to bccak the cycle 

cx;>:=cta. ti on and bill:3.!1CC th2 bud9et 

of inf .lationary 

iJ. t the ertrliest pos::.;iblc 

---- "" ... . ··- ·- · ·»--· -O'•_l_n .... ··?·~_. A/~~~~ 
in his to cy has vohE1 tc.u·ily cut it~; , . ~ _/ -·-... ___ ,, ____ _ 
we must take this action on our own . 

. ; k h 1~·.!1 As pa.rents we nO'.Y t at \·:e can 

(.,"' "'{Y · · i ..:i h · 1 r-en i. 11 r c n on t: e e vi s o...:: v: a s t e 

repcateclly lecture our 

and cxtrav~gance, but nothing 

:Ls so cf [ecti-ve as simply cutting baci~ their allowance. 

The Fc<leral Government will cut its spending only when we 

take action to stop it from sp.;:nding-----~ 

In this process, all essential needs of our society 

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

possible. My cuts will a.!:fect everyone but the trl!l:Y 



l.-<: ., c; 8 _, 

We will not subsidize busi>-!<.:-:ssr>:::; at lhe expc!nse 

of Ll1e lH1v~ric:c1n P'-'~ople. Our policy wi.11 be to 

encour:.::u:p Lusincss to earn i Ls profits in the 

rnarketpJo.ce and not in the Federal Luuget. 

+ho re.. 
'i\'e 'Will cutAgi-.:Jnts :.:.hat J_;,_,ne:fit rnostly the <Jrants-

men. These professional micJdlc::;nc~n and clcv12r 

long-tc::rrn budset m<1nipul<l to:cs will be a speciill 

target. 

We will not continue programs s L.1ply because 

"that is the way it's always been done." It's 

time to get a~·;ay from business as usuu.l. 

To help cut the bud~et, without hurting the needy, I olan ... 
an assault against lhe fr~ud und ~aste that we have in 

sovernni.::nt. I will be rigidly intole:rant of wu.stcful 

activities, and I will seek tough criminal cnforccme11t against 

f raudulcn t ones. 

Since taking office, I have already taken several actions 

to bes in the trir~.ming process. I've pJaccd a fr.ceze on ti~2 

O'.:her decisions to cut the size of the go·11crnrn,_:nt include a 



of the Co:inci_l on 1;;._, r:c; 
J 

I don't Lhi nk, a. t th i :; p0i n t, tf1Cl t I n~~r:·cl to d'.·ff! l l on 

the oLvim!s. 

kno•,.;s tl:.i-1. t inflation is ' J • GC:s '· coy_1 ng our ccono1i.1:.i' -- inflation 

f (3d by hw3e de-C ici ts dlld ria id for Ly pci n ti ng·-prcss wor.ey. 

I will, ho~·Jever, re~:;tate one of ray r:-1ost seriou!J personal 

concerns, and that is the cff.:.!ct of inflation on the far.-iily 

unit. I approve of and . -~1pport women who wish to en te:r the 

work fo.cce. Yet, there is no question that lrnnC::ceds of 

thousands of wives a1:d rr.:)thc;rs a.L·e worki.ng today only bc.:cc::iusr= 

they hav2 no other choice. They <:J.re simply trying to help 

their families stay even. 

~i.'hi s hc.s resull~cd in inc a lculablc soc :Lal o.n<l cu l-t1 1• cal 

costs. It h0s cut do-. .:n on the inti1:F1cy of family life by 

reducing leisure ti~e for family activities. P.rnong working 

lY:!ople it has led to feelinr;s of frust.cation .:rnd d.~moruli:-:::--.d_on 

C'.'Cn rage and exhaustion. In my opinion, the; sc c:Icvc lopr.\2n ts 

are in great measure responsible for the serious rise in 

family instability and ur:!1appiness. That price is unacccpt-

able to rne. 

My second proposal will be to reduce personal income 

tax rt:ttcs 10 pc1,:cnt cuch year for the next three years. 

J\n<l I will call for an acceleration in the .::.bili ty of all 



Lhe cr2c.ition of more jobs. 

Business cuts will encour<i.gc in'1cstrnC:nt in n2""' pl<'mt:. 

'.l .. , 
ClDCi. D:COV J..UC'! .. the c .. tpi tal f o.c b.:F1ly-needcd 

productivity growth. 1'he result: more jobs, b8tter p:i:oducts, 

and less inflation. 

Ju~;t u.s our perc.on<:!l tax la' . ..;s Llre sln!ctured to achieve 

certl1in goals, so m'J.st Oi..lr business tu.xcs •. l'is an inc1.ivi.d~.:il, 

you cc:in dr:<luct mortgi.!ge in Lo rest \·Jhich encourJgcs hon1eown2r-

ship, 2.nd you c.:i.n deduct c: :ari table contribut:_o:-is which 
. $1'nt.iltJ:."'/y) 

encoura9es \·!Orks of benevolence. A &usincss mt!St ~ be 

to iE:prove its wo:d-:., renew the quality of its c:.quiprnont, 2nd 

prep~re for the future. 

The sum of business expansion and growth is personal 

well-being and jobs. I know there are those who oppose 

b'.lsin8SS tax cuts, but the fact is that business doesn't 
IS 

pay tc::.;·:es; pc:: op le pay t.::! · .. :cs. Every tax,.~s ee bo pia i< li'·~.J i;·;i 

a cost of doing business, wh.ic'1 (.A.(f,·w.~f~ly WIK.I"( /;.c. 
,. II " ..,e us. 

The third step in my plan_w~ll be to lessen gov~i~mcnt 

interference through the regulatory process. We must reform 

~overn.'T1c;nt rcguL1tion, eliminating needless and excessively 

costly rules <.rnd requirc~c:nts. But while we act to reduce 

the bu~a~ns of g0vernrnunt, we will never lose slght of the 



only those •.vhich .J.rE~ a.bsolu~cly cs:32nt.i<ll. i,.;·e will look at 

alt0rnativc. h·ays of add.,~:viny- regul.:ll:ory objectives and ~cr..::en 

W2 will m~ke ~ssc~s~ents of regul.Qtions 

b.:.:.~;l:d npon i:he cos ts thoy j rnposc c01'1pa red to the benefits they 

provide. 

Fourth, we must act with a close understanding of how 
I" o/ ,'< y 

import,1nt -Wme monetary,f'iils 11 t is. In plain language, I am 

conZident we can work ~··h the Federal Reserve system to~ards 

the objective of a stable monetary policy. ~hen we combine 

this with our conti:ol of Federal spending, we can drive dmm 

inflation and restore the purchasing power of the dollar. 

My proposals are b:sed on very simple principles. If 

you want less of something, you tax . ,_ 
1 <-. If you want rnorc of 

something, you reward it. If you want more prodLlctivity, you 

rc..J,'' ,-d productivity. If you want to stop going into debt, 

you stop re' . ..; a rd ing the accumulation o!: dr:bt. 

Since the early 1960s, the FcderQl Governm2nt h~s 

followed policies based on the hope that we could "fine 

tune" our way out of inflJ.tion und une~ploymcnt. The result 

has been "stop-· and-go 11 policies fighting inflation one 

year ancl un01i1ployment the next. Whenever inflation hec~me 



I think cu::U.1:q 

•'.0,'.··.·,·t-_•:1r~ insJ ·'.!"'.cl C't1~·_!-_'L_r·1cr t ~ ···- s ~o '·o,.·· ,· 11-·· _ • • l _ , l ~ ::l Lt.•. c· '-j '- 'j •:C: L, .= .( • 

nut ,1s d•::cp as ou.i: problcrrs arc arid <~s lone:; as t.hcy 

will take to resolve, I have faith Lhat together we will get 

thl~ job done. It is in the na~ure of the l-.r;-:er:i.cu.n p('o2lc 

not to shrink fJ~om the tot:<Jh dcci sions. 

I l1m confidc~nt thilt in time we will return not only to 

prosp0rity but to a prosperity that pres~rv~s t.he value of 

our wealth. He can crciite the incc:ntivcs ';.·lhich tc::.kc acl.vantao8 _, 

of the c..JCnius of our economic systo:n -- il system, as ,.~alter 

Lippm~n observed ~ore than 40 years ago, which for the first 

ti;r:c in his to cy gave men" a \·1.:.iy of pro.:.1uc ing WE.: al t.h in which 

the good fortune of ot-.lwrs multiplied their own." 

Our Llim is no~ to lirr.i.t our we:uli:h cl!d merely alloc.:itc 

it differently. Nor is it to favor the fe\·I while ignoring 

the majority. Insteatl, we seek to increase our national 

wealth by rewarding hard work and .cisk--t~ki~g. \·le seek ill so 

to m2.~:e ou:c national wealth worth sc:,nethir.g by fo.ccing this 

governi~P-n t to live within its means. 

Over th2 years we have let neg a ti vc cconor.nc forces 

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

no longer have that _luxury. 



i 

sinci~ thi:m. .!3ut in teri::s of our economy, how Ccm ·.-;c uisputc 

thui;th"fngs have goCtGn wornc? 

Since 1960 our gov:::cnment hµs spent $5 .1 trill.ion; onr 

debt has grown by $648 billion. Prices have exploded by 

17a percent. Now, let us ask ourselves: how much better off 

arc we for it all? And, how inuch worse off arc we for it all? 
(ltL r~ctJ!ft 

I When ".ve 1:1e<l.s1.1re ho-:.v h'1r.shly t12 2 years of inflation, 

l
1 

~~ exr .. "si•1t. 
lower rJroducti_y;it\l ard unconi::c:ollcd govcrnment,fgr1 •tr have 

affected our lives, we know we must act quickly. 

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 l!lilerican people -- traits which hav2 nevi~r failed us. 

'l'o the Congress of the United States, I extend my hand -
in cooperation. 

To my colleagues in the Executive Branch of g0vcrnm~nt 

and to all Federal cmploy0cs 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 ~ational interest. 

The only special interest we will serve is the interest of 

the people •. 

_. 



•ro my fr~llu\·J cit:~;,::.;:;s, I p:co;.:1of;c that •.;e join Lo do no 

lr:s:.:; th(!n ::;hn.~~C! -- ~i1d then rebuild -·- the very .~rn1ndrtU.on~ of 

ou:!:" economic system. \·Jc will wor.k · to9eLhe.c c:nd acL rnsr_:ion::;.i.bly. 

~-io will do so with t.hC! rr:o~; t profol!nd respect J:or that which we 

must p:.cc:.!~~erve and with !H·!nsi tive understanding for those who 

must 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 comprehensive 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 new, I will outline to the Congress 

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

~escue 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. 

\ 
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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. 

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. 
UAltA-d~~~ 
~ 

~ ~~ 
~QQ.;;iy, we face a tot'al deficitAof nearly $80 billion 

largest ever in our history. The entire U.S. budget in 
e~ 

1957 was less than this year'sAdeficit and less than the 

~illion we are paying this year in interest alone on 

our staggering national debt. 

the 

This irresponsible spending goes hand in hand with the 

steady trend in the growth of government. In 1960 we had 

2.4 million Federal employees 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 
21. ~ 

cnly ~ percent while the Federal budget has jumped by 

52!> percent. (!he government is spending an incredible 

$7,500 per household'] f. oµ(,,c___ 
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 i /percent a year. Today, that seems hard 

to believe. ~ 
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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 

7~ percent. Numbers cannot adequately measure the human 

suffering this implies. 

That is a brief summary of the nationql economic audit 
'PE r pte.x 1~ 

that has been presented to me -- a 8'8iGii?Jiiiili~ 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 eotential 

economic disaster. 

That's why I have set aside this disturbing government 

report. Instead, let's look at these alarming economic 

trends in personal terms. 

The dollar you spent in 1960 will only buy 36¢ worth 

of goods or services today. 

While you spent a qr~arter of your income on payments 
-Mwr 

for a~home in 1960 1 it now takes more than 40 percent. Only 
voet"-tui 

one in elevenAfirst-time 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 

and able to meet the payments, you should also know that 

government regulations have added $§.§._? to its price. 

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 
wot.Jtl. 

automobile that costs $6,500 in 1981 ~ cost 

:! $9 ,,500 in 1985. A utility bill which runs 
\lco 

I'l'!Ore 

at $110 per month today would jump to $i:"tt5-in 1985. 
~~~s~, -

-- 1'. The average percentage of your family's income 
wol:, L d> 

go~ng to Federal income taxes will 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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~GtJf 
Historically, the government's shareAhas 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 
/··-- .~ ..... ~~~ ;_ !" 

competes with you for :.rTio!iey. 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, 
. ~~ L/'7~ 

it ~~ea}ed to $~billion. When I took the oath of ? 

office 16 days ago, it stood at $93.l..billion. Because of _J • 
01<-oA ........ 

unavoidabl~~ what we have inherited, our national debt wi].]_ -
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 th8se 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. 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 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 that 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 

when it returns from its recess. 

First, I am going to propose the largest reduction in 

Federal 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. ~Jhw\lhr ~ ~ 
~ government6 iia :A.iet:ery has-lvoluntarily cut ~ 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 was~e 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 ou~ efforts will be as even-handed as 

possible. My cuts will affect everyone but the truly 

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 e~ploy~es. I've ordered cuts in 

government travel,e;d;~~n~er of consultants to the~ 
o...~ 0-V... 

goverrune~ an<s-Ee~f'@A the procurement of certain i terns·~~ 

Other decisions to cut the size of the government include a 
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freeze on pending 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 

unit. I approve of and support women who wish to enter the 

work force. Yet, there is no question 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 percen~ each year for the next three years. 

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

-.... 
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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 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 our business taxes. As an individual, 

you can deduct mortgage interest which encourages homeowner-

ship, and you can deduct charitable contributions which . 
-~~--

encourages works of benevolence. Business must also be ~bl~ 

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. 

-as a 

"""'· 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 cause 

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 must act with a close understanding of how 

important the monetary element is. In 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 Federal spending, we can drive 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" policies fighting inflation one 

year and unemployment the next. Whenever inflation became 
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too high, Washington 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. 

spending and cutting taxes go together. 

I think cutting 

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 

prosperity 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 tf1e first 

time in history gave m~"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 the 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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Tonight 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 

that~'h1.ngs 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 all? And, how much worse off are we for it all? 

When we measure how harshly tbQaQ years of inflation, 
~"",.,:~ ~\'0~ ~ 
l~.productivity, and uncont~olled government~ have ?."? 
affected our lives, we know we must act quickly. 

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 that 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 18.8% 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 




