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THE WHITE HOUSE 

WASHINGTON 

February 3, 1981 

MEMORANDUM FOR: 

FROM: 

The Vice ~resident 
Secretary of the Treasury Regan 
Ed Meese 
David Stockman 
Jim Baker 
Michael D~aver 
Murray Weldenbaum 
Martin Ancjierson 
Jim Brady 
Elizabeth Dole 
Max Fried$rsdorf 
Dave Gerg~n 
Ed Harper 
Lyn Nofzicger 

Kenneth L. Khachigian 

7:30 a.m. 

Attached for your comments is the draft for the President's 
address to the Nati~n on Thursday night, February 5, 1981. 
I will need to have your written comments delivered to me in 
Room 196, Old Executive Office Building, by no later than 
Noon today. While t realize the time is short for your 
review, I must deliyer the President's copy to him at 5:30 
this evening. If tfuere are any questions, please call my 
office at x2601. 



(Dolan/Khachigian) First Draft 
February 3, 1981 

ADDRESS TO THE NATION -- THURSDAY, FEBRUARY 5, 1981 

GOOD EVENING: 

Throughout the Presidential election campaign last fall, 

I came before you ip the process of what I called a national 

conversation. It g~ve 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 y~u review your personal finances and 

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

of America's financtal condition. 

Their report was presented to me yesterday. Frankly, 

I found no surprise$. 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 lofty economic phrasing. 

Two weeks from now, I will outline to the Congress 

of the United State~ the actions I feel must be taken to 

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

the dimensions of t~e crisis, discuss how we got here, and 

enlist you, the peo~le, in the enormops effort it will take 

to regain our economic vitality. 
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Let us begin w~th the plain truth. We are not on the 

road to recovery. ~nstead, we stand on the brink of economic 

calamity. 

The Federal bu~get is badly out of control, and we are 

faced with runaway deficits. Ten months ago, the previous 

Administration proj~cted a surplus of some $16 billion. 

Now, we face a defi¢it of around $80 billion the largest 

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

less than this year's deficit and less than the $80 billion 

we are paying this year in interest alone on our staggering 

national debt. 

This irresponsfble spending goes hand in hand with the 

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

were 10 Cabinet dep4rtments and now there are 13. In 1960 

we had 2.2 million Federal employees being paid $12.7 billion 

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

$56.8 billion per y~ar. 

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 pe~cent. In the entire eight years of the 

Eisenhower Administ~ation the total cost of living rose only 

11.6 percent. Toda~, that seems hard to believe. 
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Ten years ago, mortgage interest rates averaged about 

eight percent, and now they are at the absurd level of 

13.5 percent. 

Look at your ~ncome tax burden. Two decades ago, you 

paid less than 11¢ to the Federal Government on every dollar 

you earned. Today, you are paying nearly 18¢. The burden 

of Federal taxes p~r family has quadrupled since 1965. 

Finally, too ~any Americans are painfully aware of the 

sluggish condition of Qur economy. Last year's recession 

pushed unemployment rates from about 6 percent to nearly 

7 1/2 percent. Numbers do not adequately measure the human 

suffering this implies. 

That is a brief summary of the national economic audit 

that has been prese~ted to me -- a confusing jumble of 

numbers and charts. 

But this report cannot begin to translate the deep worry 

each of you feel. No citizen can avoid the critical problem 

that faces all of us: how to cope with potential economic 

disaster. 

That's why I have set aside what amounts to just one 

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

alarming economic trends in personal terms. 

The dollar you spent in 1960 will only buy 38¢ worth 

of goods or service~ today. While you spent a quarter of 

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

40 percent. 
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Have you purch~sed a car lately? Just ten years ago, 

it took about 35 mo~ths to pay for it -- today, nearly 

44 months. 

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

government was spen~ing almost $1,900 per family two decades 

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

off, the government is spending an incredible $7,800 per 

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

of the national debt. 

On the tax fro~t, it used to be that the average family 

of four could pay its taxes with the income earned by 

February 8. Now, y~u must work a month longer -- into 

March -- to pay youf Federal taxes. 

There are also some hidden payments in your lives. 

If you are lucky en~ugh to buy that automobile which requires 

44 months to pay off, you should also know that government 

regulations have added $666 to its cost. 

All of these ptoblems 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 importqntly, running out of time. 

Left uncontrol~ed, here are some of the consequences that 

would be upon us be~ore long: 
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If inflation continues at the same rates, an automobile 

that costs $6500 in 1981 will cost more than $12,000 

in 1985. The utility bill which runs at $110 per 

month today would jump to $229 in 1985. 

The average percentage of your family's income going 

to Federal income taxes will jump again from 18 

percent today to more than 21 percent in 1985. 

While 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. 

Historically, the government's share has 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 money. That, in turn, helps keep interest rates 

at today's extraordinarily 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. 
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In 1960, our national debt stood at $284 billion. 

By 1974, as I prepared to leave the Governorship of 

California, it had leaped to $474 billion. When I took 

the oath of office 16 days ago, it stood at $930 billion. 

And now we have been forced into asking the Congress to 

raise it to $985 billion. 

The unbelievable magnitude of these numbers illustrates 

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

In 1971, the Congre~s of the United States last set what it 

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 21 times since 1971. 

If a bank told you you could borrow $5,000, do you think it 

would let you go baqk 21 times to increase the loan without 

collateral? You know the answer to that question. Well, it's 

our job to convince this government of the answer to that 

question. 
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We are going to stop hiding behind trick phrases and 

smokescreens. We m~y have been looking at a "temporary" 

rise in our debt, but you and I know that the temporary 

rise has become a p~rmanent burden. 

Thus, my first goal in getting our economy back on 

track is to tell th~ truth and to quit manipulating 

definitions. 

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 go~ng to propose the largest reduction in 

Federal spending ever presented by an American President. 

I am determined to break the cycle of inflationary expecta­

tion and balance the budget at the earliest possible date. 

No government in history has voluntarily cut its own 

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

As parents we know ~hat we can repeatedly lecture our 

children on the evi~s of waste and extravagance, but nothing 
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is so effective as simply cutting back their allowance. 

The Federal governm~nt 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. Our efforts will be as even-handed as possible. 

My cuts will affect everyone but the truly needy, and 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 cut grants that benefit mostly the grantsmen. 

These pro~essional middlemen and clever long-term 

budget mapipulators will be a special target. 

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 

marketplape and not in the Federal budget. 

We will not continue programs simply because 

"that is It.he 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 w~ll seek tough criminal penalties against 

fraudulent ones. 
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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 a nd unhappiness. That price is una cceptable to me. 

My second proposa l will be to r educe p e rsonal income tax 

rates ten percent each year for the next three years. And I 

will call for an accele ration in the ability o f all businesses, 

small as we ll as large , to writ e off c apital investme nts agains t 

their taxes. 

Personal cuts will restore your opportunitie s to work 

and s ave and i nvest. It will r e sult i n e conomi c growth a nd the 

creation of more jobs. 
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Business cuts will encourage investment in new plants 

and equipment and p~ovide the capital for badly-needed 

productivity growth. The result: more jobs, better products, 

and less inflation. 

Just as our pe~sonal tax laws are structured to achieve 

certain goals, so must our business taxes. As an individual, 

you can deduct mortgage interest which encourages homeownership, 

and you can deduct charitable contributions which encourages 

works of benevolence. Business must also 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, but the fact is that business doesn't 

pay taxes; you pay taxes. Every tax has to be passed on as 

a cost of doing business. 

The third step in my plan will be to lessen government 

interference throug~ 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 

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. 

However, we wi~l review all old regulations and keep 

only those which are absolutely essential. We will look at 
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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 

think we can work with the Federal Reserve system, and in 

connection with our elimination of Federal deficits, we can 

drive down inflation and restore the purchasing power of the 

dollar. 

My proposals are based on very simple principles. If 

you want 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 

too high, Washington would increase unemployment by raising 

taxes and interest rates. When unemployment then became too 

high, Washington would open the budget floodgates and print 

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

spending and cutting taxes go together. 
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But as deep as our problems are and as long as they will 

take to resolve, I ~ave faith that together we will get the 

job done. It is in the nature of the American people not to 

shrink from the tou$h 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 the first 

time in history gave men "a way of producing wealth in which 

the good fortune of others multiplied their own." 

Our aim is not to limit our wealth and merely allocate 

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

the majority. Instead, we seek to increase our national 

wealth by rewarding hard work and risk-taking. We seek also 

to make our national wealth worth something by forcing this 

government to live within its means. 

Over the years we have let negative economic forces 

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

no longer have that luxury. 

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 things have go~ten worse? 

Since 1960 our government has spent $5.2 trillion; our 

debt has grown by $646 billion. Inflation has exploded by 
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178 percent. Now, let us ask ourselves: how much better 

off are we for it ~11? And, how much worse off are we for 

it all? 

When we measure how harshly these years of inflation, 

lower productivity, and uncontrolled government growth have 

affected our lives, we know we must act quickly. 

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

We will resto:r1e the freedom of all men and women to 

excel and to create. We will unleash the energy and genius 

of the American peqple ~- traits which have never failed us. 

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

in cooperation. 

To my colleag~es in the Executive Branch of government 

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

of service. We ha~e 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. 

To my fellow citizens, I propose that we join to do no 

less than shake the very foundations of our economic system. 

We will work togeth~r and act responsibly. We will do so 

with the most profoiund 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. 
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GOOD EVENING: 

Throughout the . Presidential election campaign last fall, 

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 ' rit:au c ..,, , Jz 2~6f54ih<=:; to 
~.,·#la wi'fl....11:""4 ~ ~A ) ~~~ 

.r t;;dtit? · 'h Y•t/..._&1 L t he profound economic crisis i!fi~ Q~ · 

~"ti• ..JJl'T-

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

advisers to b g kw prfpar~ a comprehensive look at the 

American economy. Just as "Aie:Ip'o§. you ~•t ~ review~ 

your personal financ~s and ~our income taxes, I 

~ill~i~ 'iUi'lia-~tial i!hat: ·.1e llnil11ra11u c 11&' · "'a in affect 
f • - -~ . f) 'r:-_',.. 

a national audit of -~ America~~..,...._·.()~ 

Advisers, 

he Director of and Budget, and my 

ersonal staff . with 

complete 



~ report was prcs~nted Lorne~~ Frankly, 

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

The sum total of what we fQce 
bl tA..Jf 

~ .. :..:1 
is "'-.less than an economic 

me ss. Those are h lt \·1ords, but we have long since passed 
~ ~ 

the time 'Mf:S(jii. we c21n hide behind lofty economic phrasing. 

Two weeks from now, I will outline to the Congress 
~ ~ 

of the Unite d States the ~~ I f ee l must be taken to ~ 

~ 
~ economy~ PTT'-JU:fWil l:!ll} :biold- <ottt Li &c4iP. Tonight, however, 

I am going to outline the dimensions of the crisis, discuss 

how we got h e re, and • enlist you, the p e ople, in tlie enormous 
vif"-J;f-j. 

effort it will take to reg. in our economic a;nssn!tiiM F 

Let us begin with the plain truth. We are not on the • 
~,.J.Sf~) WL- .s~ ,.__ 'f(,...L ~ ef ~ ::: ij"-/i,_ A recove ry. -ct& ..__l ·-:;:; ¥0"" ~~-

;ederal budget is badly out of control/ ~~Et.. 
~ k81!T'>al.J'1 ~ we are fac e d with runaway deficits. 

:SStimate s of this l:iave gr:own b' al.1+1Gi5t. $100 billion jnst: iR 

tfic las~ ~ea~ Ten months ago, the previous Administration 

projecte d a surplus of sor:1e $16 billion. :Ens tcae!; ilillE" now w--e.._ 
~ ' 

face a d e ficit of around $80 billion - - the large st ever 

in our history. The entire U.S. bud g e t in 19 5 7 was less 

de f icit~~ ~ ~ #ao ~ w-e_ than this y e ar's 

Ti+ese El11J'.!!•rli»9 deficits have piled a national geht 

o~ s-eecggering proper Lions on Ure back.~ ef the American poop l e . 

'I'hi s y ear. we uill pa, $00 billion i:n inte rest al one on 

-~ ~ -tt tr"'1r ~ v.- tkt-t ~ 
~ ciUJI. \ . 

/~~ 
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again, +y it&elf g;reate:li' "tAaR i:he entire Pedera~ · 

Tr 1'1esiclent Eisenhower's eeeg11d tenn... 

This irresponsible spending goes hand in hand with the 

steady trend in the -9rowth of government. In 1960, there 

were \() Cabinet degartments and now there are 1:3 . In .'of . 
-- ?~!! ~ ,;L ""'''·'~.> ~-~ 

1960 we had J. Fed ral employee~ being paidt12·J *"Hit year, 
~, 7~3 2,.}': ~;11.,.,..-J. *:k-l"'1 ai't::cr<1:11.~ 

and now there are employees making per year. 

In 1960, govern~ent consumed 18~ percent of our national 

out at ~ percent. resident Eise~hower, 
. · . o.ven 

total inflation 9'R!ll'&--~1L~ percent. Even in the early 

1960s re than 1 

~ !en years a~o, mortgage interest rates averaged 

about~~: percent, and now they are at the absurd level 

of l3.5 percent. 

dollar you earned. T~day, you are paying nearly 18¢. ~ 

. ~~;~ r l:~6ri:r ~he burden of F~deral taxes per family was[ ~ :::- I' 6~-
$1, see. waaa¥, tha"t ~~reeft is HeaFly $6,ooo. ' 

Finally, too man~ Americans are painfully aware of the 

sluggish condition of p~r economy. Last year's recession 



~nflation in 1979 ran at 13.3 ~XE percent. Last year -it finished at 12. 4 per•cent. In the entire~~ years of - <'""' 
the Eisenhower administration•, :fiff 'laR the cost of living 

'- " rose only 11. 6 percent. Today, that seems hard to believe. 
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pushed unemployment rates from about 6 percent to nearly 
f'V-......{.1~ ..... ~ ~ ~ 

7ti. percent. he human suffering this irnp.lies1•HJ.Aot be adeqnateJ y, 

ITlf2 oi ~<t!~nurnbe;i;g, 

-'.!iii "e;<AI IM!lb is a brief summary of the national economic 

audit that has been presented to me a confusing jumble 

of numbers and chartsAb..at m€1rely confirm t:he good reasons 

fer our deep a la rm.._ 

But this report 

~ 
the tvorry that each of you feel. 

~ cannot begin to translate 
/1.o ~·'h· c.c.-... ~ 
F€r oaoh ~you, tho 

~l~t~e~t we know:l(tl~gu.5lt~t~ 
is the SiiU:A~ for everyone: we are ~fected, ·,;e are abl.._ 
'-1-u uh.µ__ ~ ~ ~ . faced~ne way or t:he other by potential economic 

disaster, 
~ 

That's \vhy I toftil'lh i b' s imp ' i'I'' bi::: set aside what 
~ '-fo 

y8\i may thi rk of 5'P just one more government repor~R-6 to._ 

sbare with you in fltore distinctly~~;::-}, ~:r ~ ~ 

that crosses this ~4aH on. ~~. ha.@ these alarming 

~~~~ 
a'ff lieti011 

The dollar you spent in 1960~ will only buy 38¢ 

~- w-LJ.t 
worth of goods or services J. ~ou sp~ a quarte r of your 

income to buy a home in 1960, IC l 5 it~akes more than 

40 percent. 

Have you purchased a car late ly? Just ten y e ars ago, 
,. - :111!4 

it took about 35 months to pay for it~ 7oday, ~\,::t 

nearly 44 months. 
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~'/.J~_) 
growth of governmentjt In terms of 

was spending almost $1,900 per 
U)_;l£,, 

::f;,./;klG""uHr;:__fr-a,attrnl-'t_i:-:1_ l""':iJ\..., q over nme n t 

family two decades ago. Today, though the average family 

is truly no better off, the government is spending an incredible 

$7,800 per family. ~ 
-' '+ s- i> ;:) ~ tfL 

~~~~~ 
~ cru-rt~ 

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

of four could pay its taxes with the income earne d by 

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

to pay your Federal taxes. ~ 

.A:cc3, in ca •e you for~,$:,-r;ere arel some hidden payments 

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

which requires 44 months to pay off, you should also know 

that government r egulations have added $666 to its cost. 

All of these problems are the l egacy of a b a nkrupt idea : 

that the is the source of our economic well-being. 

nize the error o r 

~wt,_.O~-T!af-Ec~l~Ul"rrt":o,.,,v~Jltie~d:t:grEe~tL~h&t: tlK ~ y c; f in div id ual s an<r­------the fre ! exchana the marketplace il!O 110.1 1 ctHd al. .. 1y5. 

~ , ~he fsynd a tj,on of America's 

~ 
. 7}And now, those who have promoted the notion that the 

governme nt of fers the c ure fo r our economic ills h a v e 

run out o f medicine . ~~,__r~L::1:r ~c~d~ 



mt:1ke vivid-the ext:eTi1: of the distress in our economic li f~ AnQ., 

n.et on]...y are WE running Ott-t 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 automobile 
that costs $6500 in 1981 will cost more than $12,000 in 1985. 
The utility bill which runs at $110 per month today would jump 
to $229 in 1985. 

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

While 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. Historically, the 
government's share has rarely risen above 20 percent. 

':rhese trends will also lead us to a much larger national debt. 

Det.'b talk for a moment about our debt because it is so :;;ywrfromati.c 

trillion 

dollar national debt~t?~eeaFs. 

When the Federal government increases its debt, .i-t: means. 

~t the :ov~n~o~ o~~o ~~m~m~s1 a~ yon do 

~ompete fcr l9a~ And *t ±~ that ooffipe~1t10~ t'n* helps 

keep interest rates at today's extraordinarily high levels. Ji. 

~ j:.hese high rates not only keep inflation 

investments, and it isn't .long before all America 

-f ·~ ~~------.f" ~ economic decline . J- I or• -·.........----· 

high, they deter 

~'1:;:;_~ 
ir'~ ~; 0/'u ~· 

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

~~~~~- ';J/k~ '-d 
our debt as if n.otl<ifi9 wa~ ha:ppcnin9 and, quito frankly, as ~* . . 
i~ vze were not in ohar90 ana a:boe to do something about. it_ v O~ 

In 1960, our national debt stood at $2844' billion. ~ 

l..966, when I first ran for public office, it ~ 

,$.3-~. By 1974, as I prepared to leave~ ~ -. 

it had f:;.::t:f to $4744! billion. Whe n I took er'~ 
I 
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the oath of office 16 days ago, it stood at 930 billion 

dollars. And now we have been forced into asking the Congress 

engaged in a form of national self-deception. 

. Jtt~U Y 
1n 1911_, the Congress of the Ur11 ted States~ what ~ 

called a "permanent" debt limit of ~ billion. ~~' ) 

"~ .... - ·~t<..i-) -
time the debt limit . raised, j..i= .,, 1il@ei an i11c1 ease i~ 

:!fie "tmBfoQX ·;" hEL hm1td~~ ,)i;in ~ ...... 
,,~ .. ~-~ ~ 

In other words, Wiii:2 our national debt ~__, 
~ 'f-<;...(.J cA 

.Ji'! wl:!f one trillion dollars, we ~fioiall3 l I al it ~ 

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 

mere use of words would protect 

us from economic chaos. 

I've done a little research on this. 

"temporary" debt limit has been raised c:2,/ 
I found that the 

times since 1971. 

If a bank told you you could borrow $5 ,000, do you think 

it would let you go back ~ times to increase the loan 

without collateral? You know the answer to that quest.ion. Well, 
~ 

it's A job to convince this government o f the answer to that 

question. 



pu.gc 8 

0 

its debts. Why 

very 

We are going to stop hiding behind trick phrases and 

smokescreens. i·Je 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 

definitions. 

truth and to quit manipulating 

. #-II' 

I wish that we 

0- 1G ~~ 

could ~ge/.r f zrCfau•--' 

We can't, and we won't. 
\Y")·-f(.._ ~ -

But we can . . . 

st:~ 

I'm not asking the A.~an peopl@· to be patient; I' rn 

asking ~ "'- you to use your irnpatiencP to make sure this 
~t'f 

difficult process is seen through to the end. I'+i1i'bJAiQ!J 
~ ~ 7k- ~a-.-( 

~ ask you to do with less ( I'm askiAg yon merely to Q.cv 

wh~ ~~ t~ue~s~y~e_Ee , 

~ ~~+-a-_-", 11/1 •• J>~ ol~ ~~ forr:c~ ~ ~- u 

Now, let me briefly describe to you the,...._basicrplan I 
~J- ~; 

will be submitting to the Congress when thQy return"from 
)A 

ttwi r recess. lf'here at:e Fam: has:!_e eleffleNt;s::±o it· 
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7 ~ I will ask th•fcrsonal income tax rate s -. 

:i:adqsz:! ten percent each yea r for the next three ye ars. 

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

busine sses, small a~ well as large, to write off capital 

investments against thei.r 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 equipme nt and provide the capital for badly-needed 

productivity growth. The result: more jobs, b e tter 

products, and less inflation. 

Just as our pe rsonal tax laws are structured to achieve 

certain goals, so must 4se our business taxe s. As an 

~ 
individual, you can deduct mortgage interest kmn ym:ir te:xes 

and +bis encourage~ homeownershipJ~ou can d e duct charitable 

contributions a~~~ e ncourages works of benevole nce/6.Jlliti 
~~ /,, 

,..gaodHi11..., Se 1 too, HH!Uiili- _::usiness5'be able to improve its -work, r e new the qua lity o f i ts e quipme nt, and pre pare fo r 

the future. 

The sum of business e xpansion and growth is p e rsonal 

we ll-being and jobs . I k now there are those who oppose 

business tax cuts ,_an-~O~~e~ reali~e that 

bu s ines s d oe sn' t pay t a xes; you p ay taxes. Ev e r y tax has to 



b~ passed on as a cost of doing 

fter their Laxes .Ln t:heir-pJ.odttcLs and services. Thj s ]~J» 

O~P mrirr:· -item of eco-nom.Lc r~aliE-y--wh..i.ch_w.i.J.l~-our-ur­

t~-~ 

~ 
Nj 15pcanf1 p:i;opo~a.l will J;ie to cut GJ!?Cl'Hli:i;;i.g_ I am going 

to propose the largest reduction in Federal spending ever 
~~.> ~y • ftfj£President. I am determined to break 

the cycle of inflationary expectation 

po government in history 
z. 

has voluntarily cut d its own size. That is why we must 
~~w-e 

take this action on our own. }'if L@Y al~ fflfi>@'l<: ef }i:(ii)'ei know 

that ~ c~re ~ children 'U!!€'>-.1>...-1'1A11e ~ on 

~so:i::::ec:::i::t::::g::::: :::;;;: ;:;dcral 
government will cut its spending only when K*"41 •*'t to 

stop it from spending. 

the budget 

possible date. --------..___ ____ _ 
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In this proce$s, all essential needs of our society 

will be met/J°f.. aeserving beneficiaries will conlinne 't~ 

itave sapport, My quts will affect everyone but the truly 

needy, and everyon~ will benefit from this program including 
~ ....... 

the truly needy. 

Our efforts will be as even-handed as possible. 

those who unfairly and · unnecessarily feed at the Federal 

trough need fear what we do. F~r exampl~ 

We will cut grants that benefit~the grantsmen. 

wh~le ~he real ~eae~ieiaries get less. The~e professional 

middlemen and clever long-term budget manipulators will be 

a special target. 'fbY cphapld we al low t.ae 0 1/'erfl:ead of ~e 

to exceed tte ac ta al benefits of i t'1 ,.,tJ 

We will noil subsidize~ businessrt:.or JP¥ 

Jmsh1e:uu fi 11 1 }ia'& ••tt:o1r at the expense of the American 

people. We have aa\ex~elleat 

will be to encourag~ business 

not in the Federal ~udget. 

marJcetpJ ace;:----a-nd our policy~ -::: - ~~ 
- ....c-. V'G 

to ec.rn its prc,,f its('. and 

We will not continue ~ pr0grams simply 

because "that is thj~Y _ _:_t' s always been done." It's 

time to ~=~lo j11sl; s&ai111&t: busin'.J1: ~ 
usual. ·~ ~ 

To the budg~,J.: ~ g':;'.., all-

~ against the fraud and waste that we have in ~ 

government. ~:ts isl OAe 'iiray teat ue oa:a ett~ eosts wi thant . 
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I will be rigidly intolerant of wasteful 

activities, and I will seek tough criminal penalties against 

fraudulent ones. 

C~;mernff1e11L ha~ caused our inflation 

G()flt:rol of the geveIItrnent, \<1e will get control of infJation 

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.,-_.. ~ ~ ~ ~ 
~~rf:'i .lh ~-~ ~· . 

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 any wo~._n who wish-. to enter the work 

force. Yet, there is no question that hundreds of thousands of 

today on~Abecause they have no~ 
~· ~~~ 

choice. 

even. -Wl'is:R: tJre burden of iH>f lnt 1 on is adderl. -~ 

t-oo often see two half-=ltearted participants in the labor market!-

working hard merely to maintain a minimum standard of livit~g. > 

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 

feeling s of frustration and demoralization -- even rage and 

exhaustion. In my opinion, these developments are in great 

measure responsible for the serious rise in fami l y instability 

-/;?_j!.._·_1L-~~nd unhappiness. That price is unacceptable to me. 

The third step in my plan will be to lessen governme nt 

interference through the regulatory process . We must 

reform government regulation , eliminating needless and 

excessively costly rul es and requirements. But while we 
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act to reduce the burdens of gover1 1~nent, 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. 

O;~,, h ·,:i • . • (i:,yt, -tH;i is \H:l± vc HIY g-uittOi we will review all old 
~ ~-c,J,... 

regulations .... )./'JnJ.y tnose ,(r-~ are absolutely essential.If~ 

J.19 Lapl'e. 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 . ~~ f" h . impose va.rb !3 the bene its t ey provide. 
A... ~ 

Fourth, we must ~ko ~heoe ae~ions with a close under-

standing of how important the monetary element is. In 

plain language, I think we can work with the Federal Reserve 

system, and in connection with our elimination of Federal 

deficits, we can drive down inflation and restore the 

purchasing power of the dollar. 

My ~a~ based 
/'-.. 

on very simple principles. 

If you want less of something, you t~x 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. UR-for Lunately, it appears that in t:he pas L fm;r years-

Gl.Ur tax and budget paJieies have not followed these ~impl~ 

gujdeJines. 
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r--
Since the early 19601 s, the Federal Government has 

~ 

followed policies based on the hope that we could "fine 

tune" our way out of inflatiqn and unemployment. The 

result has been "stop-and-go" policies -- fighting inflation 

one year and unemp+oyment the next. Whenever inflation 

became too high, Washington would increase unemployment 

by raising taxes and interest rates. When unemployment 

then became too high, Washington would open the budget 

floodgates and print more money. T<J:'~i~o~e 
~- :r t-C..1l-- ·~ ~ a.....,.I :::;s;;;een~y ;;;;z;; ™--6+c ~i~ · 

we re in today.tJ aftd­

it will 

will lse:;:in 

~ 
But as deep as 1:l'Ei"'A.Q problems are and as long as they 

will take to resolv~, I have faith that together we will 

get the job done. ]tis in the nature of the .American people 

not to shrink from ~he tough de~isions. 

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 gen~us of our economic system -- a system, 

as Walter Lippman observed more than 40 years ago, which 
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for the first time in history gave men "a way of producing 

wealth in which the gcpod fortune of others multiplied their 

own." · 

Our aim is not t~ limit our wealth and allocate it 

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

the majority. Instead, we seek to increase our national 

wealth by rewarding h4rd work and risk-taking. 

to make our national ~ealth worth something by 

We seek also 
# ~ 

~9'iil'Rt:.. 
government uhi!•• contttol and i"tattin~ to live 

L..f:, 
within ~ 

" means. 

Over the years w~ have let negative economic forces 

run out of control. we have stalled the judgment day/.\ 

RQeaw a:A'1 1966 e£ t:he 11e9acy we will. lea.v:e t:o oat children. 

We no longer have that luxury. 

Tonight I have f~equently 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 things have gotte.n worse? 

Since 196 0 our gqvernment has spent ~· ~ trillion 

dollars; our debt has grown by{e<fG billion dollars. Inflation 

has exploded by J.:J_f_ percent. Now, let us ask ourselves: 

how much better off ar~ we for it all? And, how much worse 

off are we for it all? · 
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When we measure how harshly these years of inf lation, 

lower n:r:-oducti vi tv, and uncontrolle d government crrmvth have IZ.-a ,1,.-,.~~.Q, 
r J . J f a ~r·-J .. f;fJ;J;!:~fmr lives, h::*c::-wi~~~ a~L~P"~! 3 

· · 

ti-A~ CGUfl5Q tlnt mnst be taken. 

We must not be timid. We will 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 ext e nd 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. W8 :m"\&iiiit aet e.ccordjngly_ 

To those great ins titutions in America -- bus iness and 

labor -- I u rge you to be guided by the national interest . 

The only special interest we will serve is the intere st of 

~ the people. 

To my fellow ci tizens, I propose that we ;;ill all join 

to do no less than shake the very foundations of our economic 
~ 

system. We will work together~ act responsibly. We will 

do so wi th the most profound respec t fo r that which we must 

preserv e a nd with sensitive understanding f o r t hose who must 

be protected. Please give me your he lp. 

Thank you and good night. 



(Dolan/Khachigian) 

GOOD EVENING: 

Rough Draft 
February 2, 1981 

Throughout the Presidential 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 your President, I am 

continuing this conversation. I have asked for this time to 

talk with you about the profound economic crisis that lies 

before us. 

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

advisers 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. 

That audit has been conducted by the Secretary of the 

Treasury, the Chairman of the Council of Economic Advisers, 

the Director of the Office of Management and Budget, and my 

personal staff. In addition, I have been consulting with 

key members of Congress, trying to obtain from them a complete 

and true picture of our national condition. 
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That report was presented to me two days ago. Frankly, 

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 hide behind lofty economic 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 of our country back on track. Tonight, however, 

I 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 economic recov~ry. Instead, I must report to you 

that the Federal budge~ is badly out of control. In both 

(fiscal) 1981 and 1982 we are faced with runaway deficits. 

Estimates of this have grown by almost $100 billion just in 

the last year. Ten months ago, the previous Administration 

projected a surplus of some $16 billion. Instead, we now 

face a deficit of around $80 billion -- the largest ever 

in our history. The entire U.S. budget in 1957 was less 

than this year's deficit. 

These exploding deficits have piled a national debt 

of staggering proportipns on the backs of the American people. 

This year, we will pay $80 billion in interest alone on 
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that debt again, by itself greater than the entire Federal 

budget at the start of President Eisenhower's second term. 

This irresponsible spending goes hand in hand with the 

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

were Cabinet departments and now there are 

1960 we had Federal employees being paid 

and now there are employees making 

In 

a year, 

per year. 

In 1960, government consumed 18~ percent of our national 

production. Last year, it took 23 percent. 

But the upward curve applies to other economic measuring 

tools as well. 

Inflation in 1979 ran at percent. Last year, it finished 

out at percent. In eight years under President Eisenhower, 

total inflation was only percent. Even in the early 

1960s, inflation averaged only a little more than 1 percent 

per year. 

Only ten years ago, mortgage interest rates averaged 

about percent, and now they are at the absurd level 

of percent. 

Look also at your income tax burden. In 1960
1
you were 

paying less than 11¢ to the Federal government on every 

dollar you earned. Today, you are paying nearly 18¢. In 

1965, the burden of Federal taxes per family was just under 

$1,500. Today, that burden is nearly $6,000. 

Finally, too many Americans are painfully aware of the 

sluggish condition of our economy. Last year's recession 
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pushed unemployment rates from about 6 percent to nearly 

7~ percent. The human suffering this implies cannot be adequately 

measured in numbers. 

This, then, is a brief summary of the national economic 

audit that has been presented to me a confusing jumble 

of numbers and charts that merely confirm the good reasons 

for our deep alarm. 

But this report on my desk cannot begin to translate 

the worry that each of you feel. For each of you, the 

problem is a little different, but we know one thing that 

is the same for everyqne: we are all affected; we are all 

faced -- one way or the other -- by potential economic 

disaster. 

That's why I think it's important to set aside what 

you may think of as just one more government report and to 

share with you in more distinctly personal terms the 

affliction that crosses this Nation. How have these alarming 

economic trends affectted your lives? 

The dollar you spent in 1960 today will only buy 38¢ 

worth of goods or services. If you spent a quarter of your 

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

40 percent. 

Have you purchas~d a car lately? Just ten years ago, 

it took about 35 months to pay for it. Today, it takes 

nearly 44 months. 
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And how about the growth of government? In terms of 

your family, government was spending almost $1,900 per 

family two decades ago. Today, though the average family 

is truly no better off, the government is spending an incredible 

$7,800 per family. 

The Federal debt that I referred to was about $4,000 

per household in 1960, and now each family carries $9,000 

of the national debt. 

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

of four could pay its taxes with the income earned by 

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

to pay your Federal taxes. 

And, in case you forgot, there are some hidden payments 

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

which requires 44 months to pay off, you should also know 

that government regulations have added $666 to its cost. 

All of these problems are the legacy of a bankrupt idea: 

that the government is the source of our economic well-being. 

I believe it is time to recognize the error of this view, 

and to acknowledge that the creativity of individuals and 

the free exchange of the marketplace is now, and always 

has been, the foundation of America's prosperity and economic 

strength. 

And now, those who have promoted the notion that the 

government offers the cure for our economic ills have 

run out of medicine. The results of our economic audit 
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make vivid the extent of the distress in our economic life. And 

not only are we 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 automobile 
that costs $6500 in 1981 will cost more than $12,000 in 1985. 
The utility bill which runs at $110 per month today would jump 
to $229 in 1985. 

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

While 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. Historically, the 
government's share has rarely risen above 20 percent. 

These trends will also lead us to a much larger national debt. 

Let's talk for a moment about our debt because it is so symptomatic 

of all of our problems. 

Right now, we are headed directly toward a trillion 

dollar national debt structure. 

When the Federal government increases its debt, it 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 today's extraordinarily high levels. In 

turn, these high rates not only keep inflation high, they deter 

investments, and it isn't long before all America suffers from 

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 aboe to do something about it. 

In 1960, our national debt stood at $284.1 billion. By 

1966, when I first ran for public off ice, it had grown to 

$316.1 billion. By 1974, as I prepared to leave office, 

it had jumped to $474.2 billion. When I took 
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the oath of office 16 days ago, it stood at 930 billion 

dollars. And now we have been forced into asking the Congress 

to raise it to 985 billion dollars. 

This illustrates one of the central problems we face. 

Those who have presided over these increases have watched 

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

In 19 , the Congress of the United States set what they 

called a "permanent" debt limit of billion. Now, each 

time the debt limit is raised, it is called an increase in 

the "temporary" debt limit. 

In other words, while our national debt stands at 

nearly one trillion dollars, we officially label it as 

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 piper would 

never be paid and 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 times since 19 

If a bank told you you could borrow $5,000, do you think 

it would let you go back times to increase the loan 

without collateral? You know the answer to that question. Well, 

it's my job to convince this government of the answer to that 

question. 
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Of course, the government can do something you can't 

it can simply print more money to cover its debts. Why 

would it be so wrong to expect of our government the very 

same kind of fiscal standards that we expect of our citizens? 

We 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 e~ch 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 pro~ide the capital for badly-needed 

productivity growth. The result: more jobs, better 

products, and less inflation. 

Just as our persoral 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. r know there are those who oppose 

business tax cuts, and yet I wonder if they realize that 

business doesn't pay t~xes; 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 everyone will benefit from this program including 

the truly needy. 

Our efforts will be as even-handed as possible. Only 

those who unfairly and unnecessarily feed at the Federal 

trough need fear what we do. For example: 

We will cut grants that benefit the grantsmen 

while the real beneficiaries get less. These professional 

middlemen and clever long-term budget manipulators will be 

a special target. Why should we allow the overhead of the 

program to exceed the actual benefits of it? 

We will no longer subsidize big business or any 

business for that matter at the expense of the American 

people. We have an excellent marketplace, and our policy 

will be to encourage business to earn its prof its 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, that I need to dwell on 

the obvious. From your personal experience, each of you knows 

that inflation is destroying our economy. 

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 any woman who wishes 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 

choice. Many who would not ordinarily choose a career in the 

labor market have been forced to do so simply to help their 

families stay even. When the burden of inflation is added, we 

too of ten see two half-hearted participants in the labor market 

working hard merely to maintain a minimum standard of living. 

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 unacceptable to me. 

The third step in my plan will be to lessen government 

interference through the regulatory process. We must 

reform government regulation, eliminating needless and 

excessively costly rules and requirements. But while we 
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act to reduce the burdens of government, we will never lose 

sight of the legitimate ends that they serve. Our food 

will remain safe to eat; our medicine will cure and not 

cause disease; our products will not threaten our lives. 

But this will be my guide: we will review all old 

regulations. Only those that are absolutely essential will 

be kept. We will look at alternative ways of achieving 

regulatory objectives and screen all new regulations. We 

will make assessments of regulations based upon the costs 

they impose versus the benefits they provide. 

Fourth, we must take these actions with a close under-

standing of how important the monetary element is. In 

plain language, I think we can work with the Federal Reserve 

system, and in connection with our elimination of Federal 

deficits, we can drive 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, Washington would open the budget 

floodgates and print more money. The quick economic cure 

only caused the economy to become mired more deeply in its 

own problems. 

It took decades to get in the mess we're in today, and 

it will take time to get out. But because it will take time 

to do the job, that is no reason not to start. In two weeks, 

I will begin submitting the dramatic measures which I believe 

will restore economic vitality to our country. 

But as deep as these 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 
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for the first time in history gave men "a way of producing 

wealth in which the good fortune of others multiplied their 

own." 

Our aim is not to limit our wealth and 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 bringing giant 

government under control and starting to live within our 

means. 

Over the years we have let negative economic forces 

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

mortgaging our future and thinking more of our temporary 

nee ds and less of the legacy we will leave to our children. 

We no longer have that luxury. 

Tonight I have frequently made statistical comparisons 

to the year 1960. Of course, much has changed for the better 

since the n. But in terms of our economy, how can we d i spute 

that things have gotten worse? 

Since 1960 our government has spent trillion 

dollars; our de bt has grown by billion dollars. Inflat ion 

has e xploded by perc e nt. Now, l e t u s a sk ourse lve s: 

how much better off are we f or it all? And, how much worse 

off a re we for i t all? 
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When we measure how harshly these years of inflation, 

lower productivity, and uncontrolled government growth have 

been to our lives, how can we, for even a moment, dispute 

the course that must be taken. 

We must not be timid. We will 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. We must act accordingly. 

To those great institutions in America -- business and 

labor -- I urge you to be guided by the national intere st. 

The only special interest we will serve is the interest of 

all the pe ople. 

To my f e llow citize ns, I propose that we will all join 

to do no less than shake the very foundations of our economic 

system. We will work together to 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. 



GOOD EVENING: 

Throughtout ~he 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 fif 

difficult problemf facing our nation. 

Tonight, for the first time as Rx your President, 

I am continuing tiis 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 a1ui pitroaipect im;i Caliina't affiee:Pi'l to begin 

preparing a compr~hensive look at the American economy. 

Just as many of Y$U are now reviewing your personal finances 

and doing your in¢ome taxes, I believed it was essential 

that we undertake what was in effect a national audit of 

the American econ$my. 

That H~xs audit aks has been conducted ~B by m~ 

sxaff~xs~xthe Sec~taary of the Treasury, xke the 

Chairman of the CQuncil of Economic Advisers, the Director 

ofthe Off ice of m~nagement and Budget and my sxaff personal 

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

of Congress, tryi~g to obtain from them a complete and 

true picutre of x~e our national condition. 

That report was presented to me two days ago. Frankly, 
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I found no surprises. You are ~~i~ going to find no surprises. 

The sum total of what we face is no less than an economic mess. 

Those are harsh words, but we have long since passed the time 

where we can hide behind lofty econmic phrasing. 

Two weeks from now, I will outline to the Congress of the 

United States the stepr I feel must be taken to put the economy 

~xx of our country bacf on track. Tonight, however, I KHHxxx~x 

am going to outline th~ dimensions of the crisis, discuss how 

we got here and to enl~st 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 recovety. Instead, I must report to you that 

the Federal budget is ~adly out of control. R~XRiRxx In both 

xiRxxaJUixxiRx (fiscal) 1981 and 1982 we are faced with runaway 
almost 

deficits. Estimates of this have grown by m~xefxkaH $100 billion 

just in thelast year. Ten months ago, the ~administration 
~ 

projected a surplus of some $16 billion. Instead, we Bmr have 

~£e~g~;~~?~~~~\~:e~' face a deficit of H~H 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 ma~exaxm~~exk~ piled a national 

debt of staggering pro~oertions on the backs of the American 

people. This axxe yea+, we will pay $80 billion in interest 

alone on that debt 

federal budget at the 

!gain, by itself greater than the entire 

rtart of Prsident Eisenhower's second term. 
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This irresponsibl~ spending goes ·hand in hand with the 

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

wxe were ~~ Cainbet deparmnts and now there are I 

1960 we had federal employees w±xkxa being paid 

a year, and now there are ~~ employees making --~ per year. 

In 1960, government consumed 18~ percent of our national 

production. Last year, it took 23%. 

Buu the upward cufve applies to other economic measuring 

tools as well. 
in 1979 

Inf lation/iasxx~a~x ran at %. Last year, it fin ished 

out at %. ~B~BXBXXRXBXXBXXRH RXBRHRBKHX In eight years 

under President Eisenh~wer, tj~Fll inflat~ was only %. 

Even in the ~eax early 1960s, inflation averaged only a little 

more than one percent per year. 

Only ten years agd, mortgage interest rates averaged about 

percent, and now ~hey are at the absurd level of %. 

Look also at JUia:Ji den d your income tax"C-in -1960 

you were paying less than 11¢ BHxexex~ to the Federal Governemtn 

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

In 1965, the burden of fedearl taxes BH per family was &EBHX 

~BHX just under $1500. ~BBB~~xxkax 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 xkaxim~%ies this impolies EBHHBX cannot 

be adequately measured in numbers. 
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This then, is the &EEH national economic audit that has 

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

that merely confirm xk•xaee~ the good reasons for our deep alarm. 

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

axa that each of you f~el. For each of you, the problem is a 

little different, but xe~ we know one thing that is the same for 

&Eex everyone: we are all affected; we are all faced -- one way 

or ther ·other -- by ax~BHRXi:ax potential economic disaster. 

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

may think of as just one more government report and to zewexxxixk 

¥BHxxkisxexeRi~x•l!mHxxxkeJQl&XKBHBx share with you in more 

distinctly personal teipns the af f l~on that kax crosses this 

nation. HmrxB.Exxkexax~x How have ~alarming economic trends 

affected your lives? 

XHXX~iQ~ The dollar you HBXRHBXBX spent in 1960 today will 

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

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

percent. HB1c& 

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

took about 35 months t9 pay for it. Today it takes HBX nearly 

44 months. 

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

fJillx family, government was spending almost $1900 per family 

two decades ago. Jbulxt Today, though the famix¥ 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 

KlliiRiB national debt. 

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

of aax four could pay ~ts taxes with the income earned by February 

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

your xeaeai 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 msix months to pay off, you should also kjonw 
\ 

that ~aax government r~gulations ass has 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. I believe 

i:Xxisxxkl! it is time to recognize the exaxx erro~ of this view, 

and to acknowldege xk& that the creativity of individuals and the 

free exchange of the makxex marketplace is now, and always has• 

been, thesaHXEH foundation of AMerica's prosperity and economic 

strength. 

And now, those who have promoted the notion that the 

government offers the cure BH for our economic ills have run out 

aXmeai of medicine. XHfiaxiaH~xH The results of our economic 

audit make vivid the ex~ent of the distress in our economic life. 

And not only are we runrinq out medicine, we are, more importantly, 

running out of time. 

Left uncontrolled, here are some of the consequences that 

would be BH upon us before long: 

(bullets) 



average 
The/percentag~ iof your 

~-fordL.k~ 
family's Zllllll income ill jump ~~ 

again from 18 percent today to more than 21 percent in 1985. 

-- While ~ our GNP will grow by 1.2 trillion dollars in 

the next three years, the Federal Government's share Aio?Stw&••*i!WJ 

¥'*8H'"*~ZLBJmBxafiKi11xl!kXf!tidkkkix1idxkkexiw:t:alXsMttx of the 

increase will be more than 26 percent. Historically, the 

government's share ha$ rarely risen above 20 percent. 

-- If inflation ¢ontinues at the same rates, an automobile 

a... that costs $6500 in 1981 will cost more than $12,000 in 

1985. The utility bi!l which runs at $110 per month today would 

jump to $229 in 1985. 
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fmd" a:±~;--o-t-e6urse, Ys ~imply goiif§ to l~aa 1ie• 

ab~~~ national debt. Let's talk for a moment about 

our debt)~ so _ .. x .. symtomatic of all of our problems. 

now, ast wee 

ceiling billion. T-his would bring it to 

a s aggering $985 bill~on. action because otherwise 
! 

of money. We were 

ced to take because of the owing deficit in 

t budget. 

I have found, since I've been in office, that which 

I i' tl)e{guht ere-_ lJ'id av 

I -~~~ 
i'magin ~ are 

r worse than I uld 

headed directly toward a trillion dollar 

national debt structure. 
~ 

When- the Federal 9overnment increases its debt, t1i111:t means 

that the government go~s out into the same markets as you do 

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

interest rates at ~~xa extraordinarily high level~~ 
~~ psu In turn, these high rates not only keep inflation high, 

they ~xexeHx deter inv¢stments, and it isn't long before all 

America suffers from eg~~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. 

about 

that time 

worsened. 
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In 1960, our national debt stood at billion dollars. 

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

billion dolars. By 1974, as I prepared to leave office, ---
it had jumped to ~illion dollars. When I took the oath 

of office 16 day.s ago, it stood at 930 billion dollars. And now 
~~ . c.ed i.,JtO ~ ~ ~ 'h ~ 'uf ~t ~ M~ntlz '~•to $985 billion. 

This ~of the cnetral problems we face. He Those 

aax&x~BlCDl.ixxasx.xHBx~~BXJUllRHX who have presided over these increases 

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

In 19 , the Congress of the United States set w~at they called 
.... .. ~) 

a "permanent" debt limite of $ billion. fach time the 
~ 

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

debt 

fi:y" c-e. 

languauge that has gotten us into so much trouble. We've hidden 

hkiHs behind fictions and E« budget hocus-pocus. We've deceived 

EHSexxes ourselves into thinking that the piper would never be 

paid llSHxBXllSHXXH and that e::~~iZj ~ l&(l~d 
~ us from economic chaos. ~ (/!!~ -IJ'J-

I' ve done a littie research on thi'A~ ease 5oe ar8 

-itoo 1 9*8'3 the "temporfiry" debt limit has been raised times 

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

think XHB¥XK it would let you go back times to increase the 

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

llJ.\l.~t's my job to convince this government of the answer to that question. 



page 8 

Of course, the gqvernment can do something you can't -- it 

can simply print more money to cover its debts. Why isxi would 

it be so wnong to exp~ct of our government the very same kind 

of fiscal standards tqat we expect of our citizens? 

We are going to ~top hiding behind trick phrases and 

~: We may have been looking at a "temporary" rise 

in Xke our debb, but WllXl<Jq<~ you and I know tha~he temporary 

rise has become a pe~anent burden. 
Thus, 

/my first goal in getting our economy back on track is 

to tell the truth and to quit manipulat~fl'r wish that 

we could undo the dam4ge of past years with some ~lilEkxaJUI 

miraculous activity. We can't, and we won't. 

But we can all h~lp each other this time by avoiding false 

~tarts. ~'m not aski*g the American people to be patient; I'm 

asking each of you to use ~our impatience to make sure this 

difficult process is seen through to the end. I'm not going to 
. merely 

ask you to do with less; I'm asking y9u/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 ~iKR basic plan 

I will be submitting to the Congress when they return from their 

recess. There are four basic elements to it: 

One, I will ask that personal infome tax rates be reduced 

~xx~ ten percent each year for the next threre years. And I 

will call for axm8xe an accelerattion in the ability of all 

ESH businesses, xax~&~BHB small as well as large, to write off 

capital investment against their taxes. 

Personal cuts will restore your opportunities to work and save 



page 9 

and invest. ~xxiBXIUDlHRXiBXXXl!IXBXXXl!IXXl!IHXXg It will result in 

economic growth and the creation of more jobs. 

Business cuts wiil encourage investment in new plant and 

equipment and provide the capital for badkly needed productivity 

growth. The result: more jobs, better products, and less inflation. 

Just as our personal tax laws are structured to ahcidve 

certain goals, so must be our BHiR business taxes. As an 

individual, you can deduct mortgage interest from your taxes 

and this encouarges homeonwership. You can deduct charitiabld 

contributions and this encourages works of benevolence and goodwill. 

So, too, must business be able to improve its work, renew the 

quality of its equipm~nt, and prepare for the future. 

The sum of business expansion and grwoth is personal wellbeing 

and jobs. I know there are those who BXWB¥BXl!l~XB&em oppose 

business tax cuts, and yet I wonder if they realize that business 

doesn't pay taxes; yoµ pay taxes. Every tax has to be passed on 

:bqcxBils:i.Ju!BsxJ1BxB as a cost of doing business. You and I pay for 

XBB their taxes in their products and services. This is one more 

item of economic real~ty which will help us xssk out of this 

mess. 

My second propos~lxix 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 

XE¥ cycle of inflatiopary expectation. And I HB~Hxxkaxx~x don't 

think I stand alone; I believe every American fully demands that 

the 111Hit~ idea that we should just "e xpect" double digit rises 

in prices is unacceptlFible. 

~will do everytjhing within my power to stop the grwoth 



My observation has been that no government in history 

has voluntarily cut down its own size. That is why we Bill! must 

~·n;smuzmaak take th.i+s action on our own. After all, }l&H most 
~ 

of you know that you can lecture your children time again on 
I\ 

the evils of waste and extravagance, but nothing is so helpful 

as simply cutting bac~ their allowance. il•41K11S1!iE~nft~z~:~••••i~'~e~v~S¥.~ 

.ft&Sd&iAl!'.JflBIBJHl::kXil'lem;mm!HBIRRBXYp!IBBBsyx1f&;,mwx::1t:o:w:k The Federal 

Government will cut i~s spending only when we all act to stop 

it from spending. 
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of the Fedearl debt and to balance the budget at the earliest 

possible date. __....--r 

--------~~---~~Xl!BBl!R In~hislprocess, all essential needs of our 

society will be met and deserving beneficiaries will continue 

to havesupport. My cuts will affect everyone but::the truly 

needy, and everyone wi~l benefit from this program including 

the truly needy. 

Our efforts will be as even-handed as possible. Only those 

who lllllaxxX}c unfairly and unncessarily feed at the Federal trough 

need fear what we do. For example: 

We will cut grants that benefit the gr.antsmen while the 

real beneficiaries get less. These professional middlemen and 

i8H~Mxexm 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 

thatmatter at the expense of the American people. We have an 

excellent marketplace, and ourpolicy will be to encourage business 

to earn its profits there and not in the xeaexi Federal budget. 

-- We will not do xkiH~K continue to support programs SHEKKH 

sxp~8~ simply because xkaxxxsxxkexxa~x~ "that is the way it's 

always been done." It's time to shake things up, not just conduct 

business as usuaul. 
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To assist in cutting the budget, I am also going all out 

against the fraud and waste tha~e have in JP&? a' this government. 

This is one way that we c~n cut costs without
1

hurting the needy. 

I will be rigidly int~lerant of wasteful activities, and I will 

seek tough criminal p~nalties against fraudulent ones. 

Government has caused our inflation. And when we get control 

of the government, we will get control of inflation. 
~dwell on.) 

I don't think, a~ this point, that I need to ' -Zthe 
From x erience each of ou knows tliat 

obvio~u~s~.~~~~~~~~~dlee~s~tt:r~o~y~i~n~g~o~u~r~~e~c~o~n~oim~y~.~~=:i::miiiii~ 

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 supp~rt any woman who wishes to enter the work 

force. Yet, there is no question that hundreds of thousands of 
,..;, 

wives and mothers are working today because they have no choice. ,.. 
Many who would not or~inarily choose ............ a career in the 

labor market have been forced to do so simply to help their families 

Mia stay even. When the burden of inflation is added, we too 

often see two half-hearted participants in the labor market working 

hard *Ii merely to maintain a minimum standard of living. 

This has resulte~ in incalculable social and cultural costs. 

It has cut down on th$ intimacy of family life by reducing leisure 

time for family activi~es. Among working people it has led 

to feelings of frustration and demoralization -- even rage and 

exhaustion. In my opinion, these developments are in great ·r'OO 

measure responsible for the serious rise in family instability 

and unhappiness. That price is unacceptable to me. 
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The third step in my plan will be to to lessen Hil ahQ.. 

~~4~ 
i~ta.fsr0nce by gover~ent th ough the regulatory process. We 

~ 

must reform government regulation, eliminating needless and 

excessively costly xx rules and requirements. But while we 

act to reduce the burdens of government, we will never lose 

sigit-of the legitimate ends thatthey serve. Our food will remain 
~ 

safe to eat; our medicine will EH cure and not cause disease; 

our products will not threaten our lives. 

But this will be my guide: we will review all old regualations. 

~nly those that are aaam%idxH}C absolutely essential will be kept. 

We will look at alternative ways of achieving regulatory objectives . 

Wexxix% and screen all new regualtions. We will make assessments 

of regualtions based upon the costs they ikm impose versus the 

benefits they x~wri pr~vide. 

Fourth, we must take these actions with a close understanding 

axkaxe of how important the monetary element is. In plain languauge, 

I think we can wrok with the Fedaerl XH Reserve system,xB and in 

connection with our elimination of fedearl deficits, we can drive 

down inflation and restore the purchasing power of the dollar. 

My entire program is based on HxsX.~%ex~xiHEi~ very simp~ 

principles. If you want less of something, ax 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 produetivity. If you want to stop xi~ going into debt, 

you stop rewarding the accumulation of debt . Unfortunately, it 

appears that in the past few years xkesex~B%%EiesxkaxeXHBXXXBX%anrem 

our tax and budget pol i cies have not followed these simply 

~HiXBXiHKS guidelines. 
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Since the early 1960s, the Fedearl Government has followed 

policies based on the hope that we could "fine tune" our way 

out of inflation and unemployment. The result has been xx~~ 

"stiop-and-go" policies -- fighting inflation one year and 

unemployment th enext. Whenever inflation became too high, 

Washington would increse unemployment by raising taxes and 
then 

interest. rates. When unemployment/became too high, Washington 

would ~e open the budget floodgates and print more money. 

The quiak economic cure only caused the economy to become mired 

more deeply in its own problems. 
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Sixx111Y'iYYM1 IB,M't*Ytmili11:kliERMHl'kliiEIA!lllliPliixik11i' ..... 

Lin the mess wetre in J 
It took decades to ge~h .. azcllA&StGBIK today, and it 

will take time to get out. But because it will take time to 

do the job, that is no reason not to start. In two weeks, .. 

Hliliii I will begin xlrl•uprsrssnxmf submitting ~ootuns •fl'IMY't'it 

a& the dramatic measures which I believe will restore 

economic vitality to our country. 

But as deep as these problems are and as long as they 

will take to resolve, I have faith that119 together we will 

get the job done. It is tllilll in the nature of the ,.._ AMerican 

people not to shrink fr.om the ~ tough decision~ 

£} I am confident that in time we will return not only to -..t 
Tl -lo• 

prosperity but; prosperity that i:1112gaomtdtHl5tliiXkkAB2112¥5£Ahi I *us 

vvdz a1n·t•v preserves the value of our wealth. We can create 

the incentives which take advantage of the· genius of our 

economic system .ta~s~tem, as Walter ID Lippman observed more 

than 40years ago)which for the first time in history gave 

!mt men "a way of pro4ucing wealth in which the good fiillz .. • .. 

fortune of others multiplied their own." 
" 0-s••tA 

our s a g is not to limit our wealth and allocate it 

differently. Nor is it to favor the few ....-while ingoring 

the majority. Instead, we seek to increase our national wealth 

by rewarding hard work and risk•taking. We seek -. also to 

make ~ national weal th worth something by bringing 4•tr 
it"I ..,. I;.,~ 

giant government under control and start,J:is••~ within our means. 
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Over the years we have let .._ negative economic forces 

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

our future and thinking more of o~~ and less of the legacy 

we will leave to our ¢hildren. WJL ~ ~ ~ t6J-.£..'-"l!r j . 

to in 

HmllEX~~XXEXRSXXHBX simple 

Tonight I have frequently made statistical comparisons to 

the year 1960. Of ...._ course, much has changed for the better 

since then. But in terms of11w117

-•· our economy,mu•••• 

? can we dispute that th~ngs have gotten worse~ 

how 

Since 1960 N~Biimm
1 

.. IS" our government has spent trillion 

dollars; our debt has grown by bllion dollars. Inf1ation ---
has exploded by percent. Now, let us ask ourselves! -. ... t~b~s~sMeL 

n£ Fl iii I 12£1 2552£ 1 how much better off are we 

for it all? And, how much worse off are we for it all? 

When we measure .... how -... harshiy these years of 

inflation, lower produqtivity, and uncontrolled government growth 

have been to our lives, how can we, for even a moment, dispute 

the course that must be taken. 

We must not be timid. We will not be timid. 
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rc.r-hn.L 
We will aa lalazs' •the freedom of all men and women to excel 

We will unleash the energy and 
+r-.i f J WA •• c,I.. ~ 

9 aut:a ls:hiag ' l kl never failed 

genius and to create. 

of the American people -- us. 

«Fbriil 11 7 i ,, u 

To the Congress of the United States, I ~extend my 

hand in cooperation. rao pa1p 1 a 1 • as 8 lil@SS&gc 1211" 

ya..er rt is our resp1•1i:::lai:lib:3 ts ::erk cogcctmr: Z 11 'i'lm la 

• ?
2 711 Ii i'ilF•••'li:::an ::111 gaicic all Ut&E I au. 

To my colleageus i n the Executive Branch of government and 

to all nzt 1 Federal ~ employees I ask that we work in 

the spirit of service. YY•r .... •.IPISf We 

those that we derive flom the people . 

.. ~S!(}l:r~aa wj~b aadjaatjan tmrnra jmplawsntjns 

To those great institutions in America -- business and 

labor -- I urge you ••~Ae~a~a1 guid~~iational interest, 

The only special interest we will serve is the interest of 

all the people. 

To ••-1 .. lliiM£•± .. •I•L•2w2www£ my fellow citizens, I propose that 

• we will all join to do no less than shak the very foundations ,.,. 
of our economic system. N • · 11 dmeoo We will work together 

to act responsibly. We will do so with the most profound respect 
I 

for that which we must preserve and with senJtive understanding 

" for those who must be ptotected. Please give me your help. 

Thank you and good night. 


