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'$ .. 
Department 

to: IS~D. lba"bigiAD. of the Treasury 
Office of 

room: date: 2/6/81 the Secretary 

Attached is the analysis of the numbers 
used in the President's speech. 

Please consider it in the spirit in 
which it was prepared--to be helpful 
and to help all of us avoid any 
troubles. 

Thanks. 

Attachment 

David L. Chew 

David L. Chew 
Executive Assistant 
to the Secretary 

room 3408 
phone 566-5901 



Notes on President's Speech 

1. The population growth is real. The spending figure is mostly 
inflation. Treasury suggested the real growth figure for the 
budget - up 96 percent in real terms, four times the growth in 
population - as a still startling but more valid comparison. 

2. The percentag~, according to Treasury calculations, was from 
11¢ to 13¢ on the dollar in 1960 to about 18¢ in 1980, depending 
on definitions, but not a doubling. 

3. Treasury cannot verify this figure. 

4. The source for this datum is outdated. A firmer and more recent 
figure is needed, and would show a larger number. 

5. The regulatory burden is a soft but reasonable number; but this 
paperwork figure seems high. 

6. This 1-1~ percent figure understates inflation over this period, 
1946-1971, which averaged just under 3 percent per year. It is 
reasonably accurate for 1948-1965, when inflation averaged 1.6% 
(CPI). 

7. a. Inflation does not get out of control by itself. Only a 
deliberate and sustained acceleration in money creation can do 
that. This inevitability argument distracts attention from the 
fact that inflation can be brought down, and fairly quickly, by 
proper monetary policy. This is a key point in the President's 
program, and one he will emphasize within a week in presenting 
his package to the Hill and the nation. 

b. This use of radioactivity as a scare word interferes with 
efforts to reinvigorate the nuclear power industry to reduce 
dependence on foreign oil. The reprocessing, waste disposal, 
safety and licensing questions are already politically sensitive 
areas in which legislation supported by the Administration will 
fare tough sledding. 

8. The groundwork was laid in the previous paragraph that inflation 
is too much money chasing too few goods. 

This was the spot to say, very simply, that even 
as we have been printing too much money, we have let high tax · 
rates, red tape and regulations strangle the production of goods; 
that we are messing up both parts of the inflation equation. The 
war paragraph is a very obscure way of saying that. 

9. a. Is this an effort to measure federal, state and local taxes 
as a percent of wages and salaries of working age people as 
opposed to as a percent of all income of all taxpayers? Treasury 
would like to refine this number. 
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b. More fundamentally, whatever has happened to the average 
tax burden, the burden at the margin on any additional earnings 
has risen much higher, and is at the heart of our troubles with 
inadequate incentives to work, save and invest. It is also 
at the heart of the President's economic package which focuses 
on marginal tax rate reduction. 

This "by-what-date-do-you-finish-paying-your-taxes-each-year" 
approach is ~ poor example which should be changed in later 
speeches. It is backwards from the marginal tax rate problem. 

In fact, the first few months someone works he pays no income 
tax, until his income exceeds the family's personal exemptions 
and standard deduction. Then his next few weeks' income is in 
the 14 percent bracket; the next month's income in the 16 percent 
bracket; and so on up to 25 percent, 30 percent, 50 percent or 
70 percent (unearned income} by November or December. At some 
point, the added income is not worth the added effort. 

Paraphrasing a speech by President Coolidge on this very point: 
"Suppose the government taxed you 20 percent of the money you 
earned on Monday, 30 percent of the money you earned on Tuesday, 
and so on up to 70 percent of the money you earned on Saturday, 
how many days a week would you work?" 

In fact, all these rates have been rising, and people are, 
metaphorically, quitting around noon on Wednesday, instead of 
5 p.m. Friday. Increasingly, people work less and, in particular, 
save less, invest less, and take fewer risks. 

10. Business taxes are partly passed forward to consumers in higher 
prices, and partly passed back to labor and shareholders as lower 
wages and dividends. People suffer in all their roles, not just 
as consumers. But the last sentence is absolutely correct - only 
people pay taxes. 

11 and 12. This is not correct. Real standards of living are rising. 
Average after tax wages have fallen p~r worker as low paying low 
productivity jobs have been added in recent years. But only in 
and near recessions has the takehome pay of a particular worker 
tended to fall over time. Family income has risen in real terms, 
particularly as more have become two worker families, and per 
capita income has been rising. Fixed income families, those 
squeezed out of credit markets by government borrowing, those 
unemployed, and certain depressed industries are hurting. But 
the sweeping generalization is inaccurate. 
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ONLY BEEN HERE 16 DAYS. 
[I AM GRATEFUL THAT THE 

HOUSE OF REPRESENTATIVES, 
IN A SHOW OF RESPONSIBLE 
BIPARTISANSHIP, VOTED TODAY 
TO INCREASE THE DEBT CEIL­

9 

1
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ING I I HOPE THE SENATE WI LL fll'V 
TAKE THE SAME ACTION 

"L01-t [l . 

TOMORROW SO THAT THE 
GOVERNMENT CAN HONOR ITS 
OBLIGATI~EFORE WE 
REACH THE DAY WHEN WE CAN 
REDUCE THE DEBT CEILING WE 
MAY, IN SPITE OF OUR BEST 
EFFORTS, SEE A NATIONAL 
DEBT IN EXCESS OF A 

TRILLION DOLLARS. THIS IS 
A FIGURE LITERALLY BEYOND 
OUR COMPREHENSION. 

WE KNOW NOW THAT 
INFLATION RESULTS FROM ALL 
THAT DEFICIT SPENDING. 
GOVERNMENT HAS ONLY TWO 
WAYS OF GETTING MONEY 
OTHER THAN RAISING TAXES. 
IT CAN GO INTO THE MONEY 
MARKET AND BORROW, 
COMPETING WITH ITS OWN 
CITIZENS AND DRIVING UP 
INTEREST RATES, WHICH IT 
HAS DO~E, OR IT CAN PRINT 
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MONEYJ AND IT'S DONE THAT. 
BOTH METHODS ARE 
INFLATIONARY. 

WE'RE VICTIMS OF 
LANGUAGE~ THE VERY WORD 
"INFLATION" LEADS US TO 
THINK OF IT AS HIGH PRICES. 
n!eL OF COURSE_, WE RESENT 
THE PERSON WHO PUTS ON 
THE PRICE TAGS 
FORGETTING THAT HE OR SHE 
IS ALSO A VICTIM OF 
INFLATION. INFLATION IS 
NOT JUST HIGH PRICESJ 
IT IS A REDUCTION IN THE 
VALUE OF OUR MONEY. WHEN 
THE MONEY SUPPLY IS 
INCREASED BUT THE GOODS 
AND SERVICES AVAILABLE FOR 
BUYING ARE NOTJ WE HAVE 
TOO MUCH MONEY CHASING 
TOO FEW GOODS. 

WARS ARE USUALLY 
ACCOMPANIED BY INFLATION. 
EVERYONE IS WORKING OR 
FIGHTING BUT PRODUCTION IS 
OF WEAPONS AND MUNITIONSJ 
NOT TH I NGS WE CAN BUY ft.ND 
USE. 

··-r-· . . .. 
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THE WHITE HOUSE 

WASHINGTON 

February 4, 1981 

MEMORANDUM FOR DICK DARMAN 

FROM: KEN KHACHIGIAN 

An important part of the President's speech was omitted 
by accident. Attached are two paragraphs that belong on 
page three of the speech. The latter paragraph is 
totally new, while the first paragraph has been rewritten 
in order to jibe with the second. 



Too many Americans are also 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. 

Finally, it is also clear to me that the terrible state 

of our economy has been very harmful to our foreign policy. 

Clearly, we cannot enjoy a position of international 

strength unless we put our domestic house in order. we 

cannot expect to have confident allies unless th~y have 

confidence in our economy. 



MEMORANDUM FOR DICK DARM.AN 
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Too many Americans are also painfully aware of the sluggish 

condition of our economy. Last year's recession pushed unemployment 

rates from about six percent to ..._ nearly 7~ percent. Numbers 

cannot adequately measure the human suffering this implies. 

Finally, it is also clear to me that the terrible state of 

our ...- economy has been very harmful to our ~.e:-6t<· 
Clearly, we cannot k so enjoy a position of international 

strength .llii
1

illll .. aaKK unless we put our domestic house in order. 
~ 

confident allies r :;.;c they have 

confidence in our economy. 
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I have asked for th:i s time tcm.:i g!'lt to give you a report on 

tl1~ state of our Nation•s economy. A few days ago I was presented 

wit~ a report I had ask~d for -- a com~rehcnsive audit if you will 

o:!:: our econon~ic conditi<t>n. You won't like it, I didn 1 t like it, 

but we have to face the trt~th and then go to work · _to turn things 

around. And make no mistake about it, we can turn them · around~ 

I'm not going to subject you to the jumble of charts, figures, 

and economic jargon of that audit but rather 'will try to explain 

where we are, how we go"ti there, and how we can get back. 

First, however, let:l me just give a few "attention getters" 

from the audit. The Federal budget is out of control and 'i:le 

+.I.I 1f.JJ./ 
face runawayl'deficits , $80 billion for this budget year that 

s .,,,..._ber z.. 
ends Q8t!@l8@r 1. That de,f ici \· i~a.rger tha.n the entire Federal 

. . . .. ~-p . . ..,:11 . . 
budget in 19571 and so is the" 80 billion we ~pay in interest 

./ • It.ti WDS1' 
on the national debt :':·~, year . · . 

'£w~nty years ago in 196 O our Federal Gov~rnment payroll 

was less than $13 billicm. Today it is $7 5 billion. During 

these twenty years, 01: r population has only increa.>'u by 
~~.3 . I 3 
26.3 percent. 'l'he Fcd8r¢il budg0 t l_rn~ gone up 528 perc~nt. 

we have just had tw~ yenrs of back-to-back do~ble digit 
../ ...-

inflation, 13.3 percent in 1979 12.4 percent last year. The 
7 
• 

last time this happened was in World ~ar I. 

In 1960 mortgage interest rates averaged about 6 percent.· 

'J'hC}' are 2~ timc:s as high now, 15. 4 . percent. 'l'he percentage of 

your earnings the Fctle:n.•l Government took in taxes in 1960 ha~ 
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') r:, I· _, .) ' . Thirty .. -s_-ix cent.s i~:; \·:rl:. <:•~ th L: 1960 c:>_,~: _ :, :::- J.:~ 1·1ocU1 t~ oday. 

a la ..f'o, ~--~ 
i· nd if Lhc prc~.:> cnt inf L:.i.Li.011 rate ·r ... lo""'le~ ... l"'i·""}~'~ CCJ L-': .. "~ ~:·;_c~ !!t @615'.i'Sr_St!Orc 

that dollar of 1960 ~ . .:.11 b e '.·1o:rl\_i'! e . . ~;,,."')Jat>o.tr+el"Q,,; "NI ....______ -p • 

\·ihcit ho.s happcneC. to that 7'1:. tcj_·.ic c•. n cJ.:-::,,, -::.<': v.-J:1ing a homo? 

Only ten yeQrs ilgo a ~amjly could buy a ho~e ~~~ tho monthly 
v/ 

payrn~nt aver~9cc littl':; n1o:: c U1 e::ui cl quc:i.:cl: c :: --- 27¢ out: of cc:-tch 
. /~ 

do .U.u.r e.;irncd . Today it. ta}~es( ~2.:;i out o:J: e·.·..::::::· c[r)J. lar of incowr: . 

So, fe11~r than l out o~~~-:;·;;~r:+~ "~~:~?~~ bny a~~'.;!He • .") ~ 

I t is cst:i i-::<' i.: ':d 

l ' rr1 sure you a:cc gc':tt.:i.r:g t h e jJic<:. i. li:J.:-_ -:-~ ~: --:-: c.ll1c1i t. pre ~;entcc1 

rcspon:.;;.i b lc 

~:! O\!(~ ~~:-n!:-~~rt L i JC) ~ .. i c iQ :; Of ·t 1 !C:~ l D. :_: -~ ~- .c r ·: c1c~ c: a.<.J.u ~; 

IN.lty o-f 
for~t:r ec0no~.'.:i . c U~r;·t"tb l c'~;. \\7 C: ::,' r;:-_-~ ·:::> ~- o :~· jus t 
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-,-,,·; ~-!:.ent for benefit~ a~; i;. qe;v::.rr:it:-.:ml-. had r.;o:nt:: . .sourcc::: of 

:i- ":. T:·~ ether than '-!u.:- Elc\•_T1in9"-.. :.1;· .iy if not most of t}ir thinqs 

In the year~ follo0in~ the 2n~ World War it was easy (for 

t:tuhilP- at least) to ove:rilook the price tag . Our ··.'come r:iore 
../ 

than doubled in the 25 ~ears after the War . We increased our 

take home pay in those 25 years by nore thc:i.n we hacl amassed in 

all the precied~ng. 150 years put together . Yes there was some 
·~Ht.... l 

inflation, ~===::::llir-perceint, that didn't bother us. But if .we 

look bc\Ck at tho e recall that even then voices 

had been raised _warning that inflation, like radioac~ivity, was 
-..,..-... _ .. ,,,.--....._ 

cumulative and that once started it could get out of control. 

Som~. government programs seemed so worthwhile that borrm·;ing 

to fund them didn't bo+..:hcr us. . ,} 
. . . f76; 

By 1960 our national debt stood at --=- billion. 

in ]971 decided to put a ceilin' of $400 billion on our ability 

to borrow. Today the dejbt is ~:i.llion. So-called temporary 
or ~si°".J 

increascs"in the debt ceiling havG been all0\·1ec1 21 times in 

these 10 years _ and now I must ask for another increase in the 

d£!bt ceiling or the gove.J!:nrnent will be unable to function pc:s'!: 
0] 

the middle of l"ebruary mW I've only been here 2 :;.:: . We 
· t.>ee s 

f~c~ in the near fu~urc · a public debt that could exceed a 

trillion dollars. This is a fi9u rc literally beyond our 

co:a1pr ehension. 



"·' "~" ~_,~ 4Dy know 110'. n-:.. .il!'lfJ o.b.on ·ir· '- h d -- s- ·Jt g f all that 

spcndi~ (:o·:,'!~· n .. : .. :;i!t h;::.s 0nly t.:o ':luyE q"' gel:tj ng 

.o._,,0_~· ot-h""r tllc""1~,: ·_y_·;_J'si_r .. _. ~- c-·x.es. ·rt c;, •-. '"() ir~f-o -1-J-.n n1~--1°y - - '-" ' • '. - ~ ~ • - - . • .... " -;; ·- . -- '- • "- ' -.J' '°· 

1;:.:lr~~ot an<l borrow, o~~ citizens ~nd driving 

and it ' s done that . 

1. l-l • ._ h d . . . 
Wi11 C.1 l. .._ a s -on(~, o .:::- l t can print money , _ 

7°Ae Con' .. "~91\Ce ~ F bee!' r il't ~ ~I\~ t.:fiol\ ~ 
'8:e ~Jr !L tlJOU .e> d I'- ~. IL le. L.un 6 qI rice~ '"+erer+ 

up interest rates, 

We ' re victim~ of 19nguage , the very word "inflation" leads 

us to think of it as high prices. Then, of course, we 

resent the person who PUits on the price tags forgetting that 

r:;:: -k 
he; o~ she is also a victim of inflation. t_!nfla':ion is not .J ? 

-£ 'Xices , it is a reduct; ·01 in the value of our moneiJ ~rnen 
the money s upply is increased but the goods and services availal>le 

for buying are not, we have too much money chasing too fe·,·1 

goods . 

e usually acfornpanit.!d by · in~tion. Everyone }'> 
fighting but production is/o'f weapons and :inun&'ions 

n we can buy arnf.l use . 
. I 2 Is 

One way out wou1a•b¢ to raise taxes so that g·overnment 

naed not boirow or print money~ ·But in all these years of 

government growth we've reached -- indee~ surpa~sed -- the 

ability of our people to hear an increase in the tro: burden. 

Prior to Worid ~'lar 1I 1 taxes were such that on the avera;::l 

we only had to work ' fl 1 weeks each year to pay our - f 
total Federal, state, and . local tax bill. Today we have to 1 

work !.I ~ LOJLLll 5 -=: montlls to pay thut bill. /~ 



h cln collect the taxes . 
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in the wor ld market. We cc:in' t even holc:J. our 0 1,.m nur1:c.:~t lH:.'re in 

othc~: product:s. 

p2r worker as it is in .Arneric<:. 

o..4'.J-- ~ 
Arnc:riccln co1_,:,te:r:jJ•'--":t by oJ1•111t ~ p c.'rccnL. 

I ' l J rn<.i. -~-. c11 

iJ; c_0 .:,rr2rican wc•:d: inq nian or '•?O!nc'.n Ct'J?ci.nst anyone- in the· \·10.::.·:'..cl . 

[; l. i.' :· t ar:d cqUJ fJ i'C< :~ nL. 

~11 ~ c:A-&. ' 
.. 
J_ 1.: is 
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··'-- :-.:)\"! produce 19 pcrcca.t. 

We were· once the gneatest producer of automobiles , 

p::-::.>d'.Jcing more than all the rest of the world combined . 

-4d 1i li j 11 ' the major au-Uo compcJ.ni es in our land have sustained 

tremendous losses -----· ... -- -- and have been forced to 

lay off thousands o f wotikers . 

All o f you who are working know that even with cost of 

living pay r aises you can't keep up with inflation. In our 
. . 

progressive ·tax system a,s you increase the number o f dollars 

you earn you find yourself moved up into higher tax brackets , 

paying a higher tax rate just for trying to hold your own . 
~ 

The result? ~ standartl of living · is going 

dm·m. 

Over the past decades we ' ve talked of curtailing government 

spending so that then we can lower the tax burden. · Sometimes 

we've even taken a run at doing that. . B_ut always we held that 

ta}:es couldn ' t be cut uutil spending was reduced . Well, we 

can lecture our children about extra~agance until we run out of 

VC · ~cc a.nd breuth. 0!'.'" we~ can cure their extrav;:ganc:e sirnply 

by reducing their allowonce . 

It is time to recogJ!li7.e that we· have come to a turning 

point. \·Je are faced wi tli tln economic calamity of tremendous 

proportions and the old ~usincss as usual treatffient can ' t save us. 
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So up <]02S \·le don' ·i::. 

It 1 s tim(O~ to try so::-'. ::ch:~n~r clir::fc:ccmt a11d that's \·;l·;::'.: 

\'.'C! ' re go:~!1J to do. 
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I' v.'ill propose b 0_:C.:;"°' t cuts in victu2l2.y evc:::-y d epartment of 

gov..:~rn1n·2nt. buduet cuts 
·' 

will only be pnrt o~ the sa~ings. 

take charge of tlwL: depa:ctn:cnts, they T,;iill soai-ch out an:~·=<S 

of \.'::tstc, extr0.vo:;a::ce, <lr..c~ costly <:tC:.:'li:-:i.r.;tr,: tivc~ ovcrhea.c1 

wl1:i.ch could y:!.eld s _::-:i3t.::.~1ti:•l reduct.:i ons. 

At the svme ti~2 we ~~c doing thi s , WQ ffi~st go forward 

I sh~l J . ask fer a 10 percent 

of the next three years . 

for ucceleratcd dep~2~i~Lion allo~~ncc~ for business to 

Bud~~~ cu~s can sound 
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~ ) ma. tch our Govc:rTt;;~e n t 

·,:. ligl1 tf~r for ei.:.d1 i::-:c1~ ·.·.:..c1 · ·:1 be~c:i.nsc~ th€'. cconorn·i \'..: b;:~sc 

ha.ve been expanded ' ;,y rec:;.;:1on of the reducec:,\1tes. 

Let me sho\..; you a cha:rt I ' ve had drawn to illustrate how 

this c an be . Here you sec~ 2 slanting lines . 'fhe bottom line 

shows the increase in tak revenues . The red lin~ on top is 

the inc rease in government spending. Both lines turn s h arply 

up\'1ard ref l ee ting the gi(:lnt tax increase already built into the 

system. f or this year 19Bl and the in0reases i n spending built · 

into the ' 81 and '82 bud{Jets and on into the future . 

As you can see , the spending line rises a t a stee'per 

s lant than the revenue l ine and does so increasingly toward 

the end . That ever-wideming gap between those lines measures 

the constant deficits we ' ve be~n running including this year ' s 

+4-1 
$80 billion~deficit . 

Now .._ the dotted lines reoresent the reduced rate of 
~ . 

il"\c:~·easc that \·1ill f o llow if Cong:i::-ess accepts our economic program . 

Botl1 lines continue t o rise allowing for necessary grm-7th but 

they don't rise a.s steeply and tllE! gap narrows as spending 

c..1.t~s co!itinuc over the noxt fE\l years, ui1til finally the two 

li:nE:s co:;-,;e tog(:ther mean:ilng a · hala:nce<l budget and the end of Cl. ~jod'" ~ .... 

jnflation . . . 
· o.t't (lei -..if\•d ~ -lkis "': II · hfr-. .lkri"t ~;r &l ~;.,.t.r+r .. -t,·"". 

(·]c i!!lt:i:nlc Llnt Is: srlill lr r !'tali e.1 19 et J l!\Mt Rt t1-lat point tax 

revenu~!S in spite of red\ 1ctions ~1ill be increasing faster 

th~n ~p0nding which mean~ w~ can havo furth0r reductions in 

th;::. ta.:-: rates. 



T;~ ell 0£ thiG \·.'c w.i ll of. cou r·sc-' work clos2.ly \ ·1:i. th the 

.. 11.cy . 
\ 

Ot.''!'.' spending cuts will not be nt the expense of the truly 

:.'":edy. \'Je wil 1, however, ~:eel-: to elir.tinate benefits to those 

~ho ar0 not really qualified by reason of ne~d. 

As I've said before, on February 18th, I will present this · 

economic package o f budge~ reductions and tax reform to a 

joint session o f Congress and to you .in full detail. 

Our basic system is $ouna . ~ can. with compassion , 

continue to meet our respqnsibility to those who through no 

fault of their own need our help. We can meet fully the other 

legitimate responsibilitios of goverrm.ent. We cannot continue 

any longer our wasteful w4ys at the expense of the workers of 

this land or our children. 

Since 1960 our 90vcrnmcnt has spe_nt $5 . 1 trillion; our 
1•'11 

c1cibt has grown by ~ bi~lio:ri . Prices }-;ave exploded by 

178 percent. How much better off are .we for .it all? We all 
· if\ "'-"1 wayJ 

know ,"we are very much worise off .. 

\·?hen . we meci_sur.e how harshly these years of inflation, 

I'~ . . =UI\ J ower productj vi t:y, arnl m1controlled g·overnment ~h have 

Q..cfected our 1ives, we knqw we must act and act r1ow. 

We reust not be timid. 

we. \·1ill restore the flreedom of all men and women ·to excel 

and to create. We will unleash.the cn0r9y and genius of the 

/,'!Ticricc.n peop1e traj.ts ~~1ich have never fai l ed us. 



·.L'<J ti>:· Coa~Fess of t ·H.:: Uni. t.J~ct States, I e~tcnd my hc::nd in 

I1'f' 1 1: ~r. 

I have found a rc~l wlllingn0ss to cooperate bn the part of 

D:-.:!m0c::.-a_ts and members of In'J/ own Purty. 

To my colleagues ir). the Executive Branch of government and 

to all Federal employees I ask . tha~ we work in the spirit of . . 

service . 

I urge those great institutions in America -- business and 

labor -- to be guided b~ the national interest and I 'm 

confident they will. Th e only special interest we will serve 

is the interest of the p~ople . 

We can· cre<1.te the incenti vcs \·1hich tu.ke advantage of the 

genius of our economic svscem -- a system, as Walter Lippmann 

observed more than 4 0 ye{:lrs ago, \·1hich for the first time in 

history gave men "a way t>f producing wealth in which the good 

fortnne of others multiplied their. own. " 

Our aim is to increase our national ·wealth so all will 

have more. not just redistribute what we already have which is 

ju~t a sharing of scarci tty . \·ie can begin by rewarding hard work 

and risk-taking, by forc:il.n9 this go»';~rnment to live uithin 

its mP-c-.ns. 

Over the years we hc.wc let negative economic f orccs run 

out of control. We have stalled the judgment day . We no 

longer hcive that luxury. 
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b:x1 to )OU ir:_; f:cl~o~; cH:.izens, let us join jn a ncu 

\·:orL together to ~-;ct. rc3pc .i"d. bly. Let l~ s do sc; wi ti". ·the :r:1ost 

profound respect for thiat \•:hich rni..~si: he prr.:sorvcd as well 

a~; \'li th sensitive underHL<.ln::lj r.g and compassion. for those who rntlsi.: 

be protected_. 

we c an leave our children with an unrepaye!ble massive debt 

anci. a shattered economy or we can leave them liberty in a land 

where every individual ~as the opportun~ty to be whatever God 

intended them to be . Ail it tak~s i s a little comi-non sense 
-

and recognition of our c>wn ability . Together we can f_orge a 

new beginning for Ameriqa. 

Thank you and good night . 



THE WHITE HOUSE 

WASHINGTON 

February 5, 1981 

MEMORANDUM FOR DISTRIBUTION 

FROM: Kenneth L. Khachigian 

We are still reviewing some of the data in the speech. 
Please do not circulate other . than for review purposes. 



' 

~ £,..) () ,,. s t . .R._ ( ~<. 
r'-"L~ r J' , • ,_J -~ e_ tf..e 
~r~t- H rtJr,._ j.._ 

w! . 

Good :v::::g~ ±$:~:t :to::ght to 9ive you a report on 
I- ~ref tu ~II 'd~ ·~ NJJ. e:.. ve_ , ·..; 

the state of our Nation~s economy.~ A few days ago I was presented 

with a report I had askcld for -- a comprehensive audit/if you will) 

of our economic condition. You won't like it, I didn't like it, 

but we have to face the truth and then go to work to turn things 

around. And make no mistake about it, we can turn them around. 

I ' m not going to subject you to the jumble of charts, figures, 

and economic jargon of tbat audit but rather will try to explain . 

where we are, how we got there, and how we can get back. 

First, however , let me just give a few "attention getters" 

from the audit . The Federal budge~ is out of control and
4
wl ~ . 1 

~ ~~~-ar8fli:d>e0Jt 3- ~-;z~•J 
face runaway deficits, $$0 billio for this budget year that . 

S"fi!f.~ :!i>. 
ends Octoser *-. That deficit is larger than the entire Federal 

~ ~ 
budget in 1957 and so is the $80 billion we~ pay in interest 

Twenty years ago in 1960 our Federal Government payroll 
<;1:11 

was less than $13 billior~. Today it is $75 billion. During 

these twenty years, our ~opulation has only increased by 

26.3 percent. The Federal budget has gone up 529 percent. 

we have just had twd years of back-to-back double digit 

inflation, 13.3 percent ~n 1979 12.4 percent last year. The 

last time this happened was in World War I. 

In 1960 mortgage in~erest rates averaged about 6 percent. 

They are 2~ times as high now, 15.4 percent. The percentage of 

your earnings the Federal Government took in taxes in 1960 has 
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<'llmo;;-;t doubled . lrnd fin~il}_y there~ <lrc ·7 million l'i.rncr_ican!': catight 

up in the personal indignity ctnd human LL ugcdy of un0rnploy!nc;nt. 

If Lhey stood in ct line -- allowJng 3 feet for each person -- th~ 

line \JOuld re<_u:;h fro:r: the Coast of Maine to Californid. 

so much for the oudj "l i Ls<:~l0 Let m,! try to pnt 

this in pcrson2l tcrm-3. Here is a. clollar such as you earned, 

spent, or saveJ in 1960. ll2rc is a. quclrtcr, a dime, and a penney 

36 ¢. 'fhirty-six cents is what this 1960 dollar is worth t.oclcly. 

APd if the present inflation rate should continue a couple more 

years, that dollc:tr of 1960 v1ill be worth a ~-
ldhat ha~: happened to that 1,merica.n dr0am of owning a home? 

Only ten years ago a family could buy a home and the monthly 

p<1.yment uvcragcd little more th.:u. a quarter -- 27¢ out of each 

dollar earned . 

So , fewer. them 1 

Today jt takes 42¢ out of every dollar of income. 
&'.,..fl, 'rs cl­

out of 11 families can afford to buy A home. 

Pcgulat:ion:::; adopted by govcrnrne:E t \·;i th the best of intentions 

It is estimated 

that ultoge ther regulation8 of every kind, on shopkeepers , 

fa.r1t1cr.s , and major inch1stries add $100 billion to the co~->t of 

the goocls c_: nd services we buy. J\nd tlv~ n another $20 or $30 

bill ion is spcnL hy g-.J1;crnme:1t handlinq the papc-;r\-.'Ork cn~atcd 

by those regulnLions . 

I'm sur~ you are gctti.ng the idea thot the audit prcsen~ed 

to rr:::: found gove:r.nrnent_ policies of the la~-:;t few d ecu.c1ef; 

r esponsible for our economic troubJes. We forgot or ju~t 

ov1_'l'lookcd the fa.ct th c::t 9ovcrnrncnt-_ -·- cmy government has a 
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built-in tendency to gr~w. We all had a hand in looking to 

government for benefits as if government had some source of 

revenue other than our earnings. Many if not most of the things 

we thought of or that gqvernment offered to us seemed attractive. 

In the years following the 2nd World War it was easy (for 

awhile at least) to ovenlook the price tag. Our income more 

than doubled in the 25 ~ears after the War. We increased our 

take home pay in those 25 years by more than we had amassed in 

all the preceding 150 ye~rs put together. Yes there was ·some 

inflation, 1 or l~ percertA.Pat didn ' t bother us. But if we 

look back at those golden years we recall that even then voices 

had been raised warning that inflation, like radioactivity, was 

cumulative and that once started it could get out of control. 

Some government programs seemed so worthwhile that borrowing 

to fund them didn't both4r us. 

By 1960 our n~tionai debt stood at $291 billion. Congress 

in 197J. decided to put a ceiling of $400 billion on our ability 

to borrow. Today the debt is $931 billion. So-called temporary 

increases in the debt cejJling have been allowed 21 times in 
~ ~ -6 ru:..U 'f.. 

these 10 years and now I ~ ask for another increase in the 

debt ceiling or the gove~nment will be unable to function past 
!<o ~. i 4 

the February and I 've only been here 2 :mOnt!s. .... ~ · ~ 
--·w •JI -

This is a figure literally beyond our 

comprehension. 
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~~ 
We know now that ihflation 1is th~ rf\Yl~ OF all that 

deficit spending. Govetnment has only two ways of getting 

money other than raisin~ taxes. It can go into the money 

market and borrow, comp¢ting with its own citizens and driving 

up interest rates, which it has done, or it can print money, 

and it's done that. ~;~:t:~~~:=7' ) ~ 
We're victims of lqnguage, the very word ''inflation" leads 

us to think of it as hitjh prices. Then, of course, we 

resent the person who p~ts on the price tags forgetting that 

~ 
Inflation is not~ he or she is also a victim of inflation. 

high prices, it is a reduction in the value of our money. When 

the money supply is increased but the goods and services available 

for buying are not, we h~ve too much money chasing too few 

goods. 

Wars are usually aCfOmpanied by inflation. Everyone is 

working or fighting but production is of weapons and munitions 

not things we can buy ancjl. use. 

One way out would be to raise taxes so that government 

neea not borrow or print money. But in all these years of 

government growth we've ~eached -- indeed surpassed -- the~ (7~ 
·-~~ ~J:bility q:f:::ga~ pespJ:e to bear an increase in the tax burden. 

Prior to World War ]I, taxes were such that on the average 

we only had to work between ~or ~weeks each year to pay our 

total Federal, state, andl local tax bill. Today we have to 

work between 5 or 6 months to pay that bill. 
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Some say shift the tax burden to business and industry but 

business doesn't pay ta~es. Oh, don't get the wrong idea, 

business is being taxed , so much so that we are being priced 

out of the world market. But business must pass its costs of 

operation and that includes taxes, onto the customer in the 

price of the· product. Only people pay taxes -- all the taxes. 

Government first uses business in a kind of sneaky way to ./.fl 

. ~~~ ..:...~~)~ ~ ~ ~ fZ":IL.f 
help collect the taxes. Today, this once great industrial c......_~ . 

~~~ 
giant of ours has the lowest rate of gain i~ productivity of ~ · 

virtually all the indust~ial nations with whom we must compete 

in the world market. We can't even hold our own market here in 

America against foreign ~utomobiles, steel, and a number of 

other products. f7 .r.. _;. .J _ • 
~ ...... . T"'1An';LJ ~ 

Japanese production of automobiles is ~~~s ~ -

per worker as it~is in America. The Jap~nese steel worker~) 
out-producef~Americart counterparf'by about 35 percent. 

A.. 

This isn't hecause ~hey are better workers. I'll match 

the American working man or woman against anyone in the world. 

But we have to give them the modern tools and equipment that 

workers in the other industrial nations have. 

We invented the asse\mbly line an·d mass production, but 

punitive tax policies and excessive and unne cessary regulations 
~~~~ e_ 

plus . government borrowing have J3ZG ·""Jt:Q~ f Ciftt updat~ 

plant and equipment . Wheh capital investment is made it is 

~-u~for some unproductive alterations.demanded by government · 
"' 

to meet various of its re9ulations. 
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Excessive taxation of individuals has robbed us of incentive 

and made ouf"{tr/ie unpro~itable. 
We once produced atiout 40 percent of the world ' s steel. 

We now produce 19 percent. 

we were once the gr~atest producer of automobiles, 

producing more than all ~he rest of the world combined. 

the big 3, the major auto companie:_,in our land have sustained 

tremendous losses in the past year and have been forced to 

lay off thousands of workers. 

All of you who are o/Orking know that even with cost of 

living pay rai?es you cam ' t keep up with inflation. In our 

progressive tax system a$ you increase the number of dollars 

you earn you find yourself moved up into higher tax brackets, 

paying a higher tax rate just for trying to hold your own. 

The result? The standard of living in our country is going 

down. 

Over the past decades we've talked of curtailing government 
-th-v-

spending so that ~
1 

? we can lower the tax ~dk~t~ v-lo -/vet tt-1 

we ' ve even taken a run at doing that. But ah:ays we fie.J.d~ 
taxes couldn't be cut until spending was reduced. Well, we 

can lecture our children ~bout extravagance until we run out of 

voice and breath. Or we can cure their extravagance simply 

by reducing their allowance. 

It is tim~ntze 

point. We are fil:ee.Q with an 
;-. 

that we have come to a turning 

economic calamity of tremendous 

proportions and the old b~siness as usual treatment can't save us. 
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Together, we must thart a different course. We must . 

increase means putting Americans back 

possible for industry to modernize 

use of the tec~nology which we ourselves invented. 

~fat means above all bringing government spenqing back ·within 

government revenues whi~h is the only way together with increased 

productivity that we can reduce an~ye~eliminate inflation. 

In the past we've tjried to fight inflation one year and 

then when unemployment increased turn the next year to fighting 

unemployment with more deficit spending as a pump primer. 

So again, up goes inflat~on. It hasn't worked. We don't have 

to choose between inf lat~on and unemployment -- they go hand in 

hand. It's time to try something different and that's what 

we're going to do. 

~~lready place~ a freeze on hiring replacements 

for those who retire or leave government service. We have 

orde~ed a cut in governm¢nt travel, reduced the nurnLer of 

consultants to the government, and stopped the buying of office 

equipment and other items. We have put a ~reeze on pending 

regulations and set up a task force under Vice President Bush 

to review ~t~•~ regul~tions with an · eye toward getting rid 

of as many as possible. We have decontrolled oil. which 

should· result in more domestic production and less dependence on 
~-8 -. I ~ . ~ · And /;;s:-;e have eliminat;:( the ineffective wa~e 1rnd 

~ice program of the Council on Wage and Price Stability. 



I;~ ],() CJ1dCk fi:-:. l\t~ the 

Lei ~;t:imulu.Lc prrnJucl~ i..v.i.ty 

sa·:i!C· ·L:i.HL', ho1;.7CVE'r, Wt ~ C<F1not dcL, y 

J:ffoc1ra1!1 2i.ir11ec1 at ~nc:ii1q tax rc-tt·::' S 

u.nc1 rc:c1uct-tbe :ate of~st?-5 in 

go';crmncnt spc-;ndiny to rL,c.1ucc: une:rnpluyn'2nt: ancl i nila.t.io::J.. 

On Feb~:uary 18th, I will present in cJ<:: i ail an c;conornLc 

prog.rarn to Cong::':'css embodying th·:~ fe2turc~s :; hCJ.ve :just st.atcc1. 

It will propose bu<lgct cuts in virtually every departm0r1t of 

0overnm2nt. It is my belief that these actual budget cuts 

will only be pu.rt of the savings. As our Cabi11ct Sec.-ctaries 

take charge of their departments, they will scurch out areas 

of waste, extravagance, and costly administrative overhe.·~ 
~~ 

~iliich could yield~substantial reductions. 

At the same time we arc doing this, we must go forward 

with u. tax relief p2~kage. I shall ask for a 10 percent 
~ 

reduct:!. on ucross th8 board J 11 the personal in.com::.: tu.:-: ~ for ca.ch 

Proposals wjll also be submitted of -the next tl 1rr:~c years. 

for Ll.CceleratcJ do.prccio.t.io:1 al1m,1 ·1nccs for bus:i.n.::::s~~ to 

provide necess~ry copital so as to create jobs. 

No\v her8 a~;c1in, in saying thi s , I know t.h c:.t lu.n ~jU <.'~re as 

I '.:>a id earlier c::~n qc~:::. in tlic way of clear undcrstanc1i11y o ~ 

what our prvgrc:un is intendc'd to do . Budgc~t cu ts cetn sound 

as if He are goinsr to reduce guven1ment spending to a Jc-_,:·2 r 

level thc:m was spe:nt the yeu.r before.. 'rl-d s is not t h e ca:::-.0 • 'lhe 

budge ts will increase as our populntion increases and each year 
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we'll see spending increases to match~growth. Government 

revenues will increase 4s the economy grows but the burden 

will be lighter for each individual ·because the economic base 

will have been expanded by reason of the reduced rates. 

Let .me show you a dhart I've had drawn to illustrate how 

this can be. Here you see 2 slanting lines. The bottom line 

shows the increase in ta~ revenues. The red line on top is 
. . 

the increase in governmept spending. Both lines turn sharply 

upward reflecting the giant tax increase already built into the 

system for this year 198~ and the increases in spending built 

into the '81 and '82 bud~ets and on into the future. 

As you can see, the spending line rises at a steeper 

slant than the revenue line and does so increasingly toward 

the end. That ever-widening gap between those lines measures 

the constant deficits we 1 ve been running including this year's 

$80 billion deficit. 

Now~the dotted l~nes represent the ~educed rate of 

increase that will follow if Congress accepts our economic program. 

Both lines continue to r~se allowing for necessary growth but 

they don't rise as steep~y and the gap narrows as spending 
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In all of this we will of course work closely with the 

Federal Reserve System t~ward the objective of a stable monetary 

policy. 

Our spending cuts w~ll not be at the expense of the truly 

needy. We will, however, seek to eliminate benefits to those 

who are not really quali~ied by reason of need. 

As I've said before, on February 18th, I will present this 

economic package of budg~t reductions and tax reform to a 

joint session of Congres~ and to you in full detail. 

Our basic system is sound A We can, with compassion,. 

continue to meet our res8onsibility to those who through no 

fault of their own need our help. We can meet fully the other 

legitimate responsibilit~es of government. We cannot continue 

any longer our wasteful ~ays at the expense of the workers of 

this land or our children. 

Since 1960 our gove~nment has spent $5.l trillion; our 

debt has grown by $640 billion. Prices have exploded by 

178 percent. How much better off are we for it all? We all 

know, we are very much worse off. 

When we measure how !harshly these years of inflation, 

lower productivity, and u~controlled government growth have 

affected our lives, we knbw we must act and act now. 

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 pe?ple traits which have never failed us. 
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To the Congress of the United States, I extend my hand in 

·cooperation and I believe we can go forward in a .bi-partisan 

mann~ 

(.1 have found a real willingness to cooperate on the part of 

Democrats and members of my own Party. 

To my colleagues in the Executive Branch of government and 

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

service. 

I urge those great institutions in America -- business and 

labor -- to be guided by the natiJnal interest/and I'm 

confident they will. Th¢ only special interest we will serve 

is the interest of the p~ople. 

We can create the i~centives ·which take advantage of the 

genius of our economic sistem -- a system, as Walter Lippmann 

observed more than 40 years ago, which for the first time in · 

history gave men "a way c)f producing wealth in which the good 

fortune of others multiplied their own." 

Our aim is to increase our national wealth so all will 

have more not just redis~ribute what we already have which is 
-1-v 

just a sharing of scarci~y. We can begin ~reward~ hard work 

and risk-taking, by forc~ng this government to live within 

its means . . 

Over the years we have let negative e conomic forces run 

out of control. We have stalled the judgment day. We no 

longer have that luxury. /.AxL. ~ ~ tf ..J,-~ • 
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And to you my fell~ citizens, let us join in a new 

determination to rebuild the foundations of our society; to 

work together to act responsibly. Let us do so with the most 

profound respect for tha~ which must be preserved as well 

as with sensitive unders~anding and compassion for those who . must 

be protected. 

We can leave our ch~ldren with an unrepayable massive debt 

and a shattered economy or we can leave them liberty in a land 

where every individual h~s the opportunity to be whatever God 

intended ~ to be. Ala it takes is a little common sense 

and recognition of our o~n ability. Together we can forge a 

new beginning for Americf • 

Thank you and good ~ight. 



MEMORANDUM FOR: 

Kenneth L. Khachigian 
Room 196 Old Executive Off ice Building 

FROM: Richard Wirthlin 

C7c ' , 1~ -17 ~-­
EJ v fuu__ 

First, Ken my apologies for the typing errors---this 
is not only hand crafted but done so under a time 
crunch. 

Generally the ~ust and tone is just about right. How­
ever, I feel tliere are too many statistics that come 
pounding in e~pecially on pp 2-3. 

If you use the Eisenhower comprison it would be stronger to 
spe~k in terms of ~k.t average increase in inflation over 
his eight year term of 1.4% in my opinion. 

Are mor.,.ge rates NOW only 13.5%? It sounds too low. 

Like the section on the growth of government. 

The trillion dollowr debt level can be a real emotional 
trigger, but there are some hooks in it. See the 
attached. 

Pages 7-8 are the strongest sections of the speech. 

On page 8 1 I would like to see you lead off with the 
business reference first. We should also have the 
President report on what has already been done to 
cut down the size of government etc.----freeze on federal 
hiring, limits on travel and consutlting .•. etc .... 

P. 10 when we talk about g~th and expansion .•.• why limit ,__.. 
its source only to Business? \)Jc-l'~., e"-c:. ""'' \.\ du -+l4t r f'"" 

P. 11 You might consider substititing "sound" for "simple" 
solutions ..... 

P. 13 stewardship reference "no powers except those 
that we drei-e from the people ... " stong and good 
reference in this context ... 

Suggest you rew~ the "shake the very foundations of 
our exonomic system." What poeple are looking for 
from the Presidency is an open but orderly thrust at 
the economic challenge that conveys the sense of 
careful, systematic, balanced deliberation NOT CRISIS 
OR CONFUSION ... 

GOOD SPEECH f ...I.... \' 
~ ", , . 7 ,, _ """ r -. "t""'"<:. ~ ~ °' 
,.- .~. ~ O ~h..i'p~\C:.,,«1...L.. _,.,'-""I / •.1.._ _. ~ ~ ~I,~ v..M~t.L-i SC 
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The strategic opportunity here is to ask for only a 100-day 
extension and a dollar increase sufficient to finance the government 
through that period. This would create a fixed time for action on the 
spending package. ~he President would then present his comprehensive 
economic program, offering it as the only way to prevent the federal 
government from heading over the. one trill ion dollar nat i ona 1 debt 
level before the end of calendar 1981 sharp budget cuts are made. The 

symbolism of a trillion dollar national debt could be used to good 
effect in forcing attention on the need to reverse the pattern of 
persistent and growing annual deficits. 

Most Americans ~re terribly uninformed about the size of the 
national debt, but, contrarily, express considerable concern about a 
debt at the trillion dollar level. Fully eighty percent (80%) of 
those interviewed thpught the national debt was below $800 billion 
with many (59%) unde11 the impression that the total national debt was 
less than $500 billion. Over one-third thought it under $100 billion. 
Six out of ten Ame11icans said that a federal debt of a trill ion 
dollars would cause t~em a great deal of concern. Fifty-seven percent 
(57%) indicate that even if they agreed with a candidate running for 
Congress on almost all issues, they would vote against him if he did 
not think it was impo~tant to try to limit the debt to something under 
one trillion dollars. Without question, the symbolism of a trillion 
dollar national debt should be skillfully used in generating citizen 
and grassroots suppprt for the administration's budget control 

program. 

As it is almost certain that over the next two years the debt will 
break the trillion-dollar level, it must be made clear to the public 

that: 

The debt is a legacy left us by the past administration. 

Even though it is possible, over the next two-year period, that 
the trillion-dollar debt level will be exceeded, all reasonable 
and prudent st~ps must be taken now to get the debt generated 
by the federal government under control by cuttinq spending. 
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Federal debt ft.1els inflation. Inflation hurts all Americans 
and especially our oldest and youngest citizens. (Too 
frequently Repu~ l i cans speak of the . debt in accounting terms 
when they shou 1 d speak about it in human terms.) Or, more 
generally stated, our ultimate interest is not "programs" or 
"policies," but how these in turn impact people for the better •. 

Leadership and Developirg the Economic Program 

The way in which a program is developed can significantly 

influence its acceptan~e. It is crucial that the Congress and the 
country perceive the Rfagan expenditure control package as equitable 
and balanced. Two things will strongly shape their perception. 
First, the extent to which your proposals for restraining soendinq 
fall on all groups and $ectors in our society. Second, the process by 
which you develop yout proposals. Are key congressional figures 
adequately consulted? ~o department and agency heads feel ignored or 
excluded? Do major con~tituencies feel they had a chance to be heard? 

The American people want a presidency that is open but orderly, 
that conveys the sense bf careful, systematic, balanced deliberation, 
not confusion. This w~ll be difficult in view of the severe time 
constraints. But . it is important. Part of the problem of the Carter 
programs was the image ©f haphazard external consultations (relations 
with the Congress were consistently reported as ooor) and internal 
confusion. 

The way in which the economic program is developed and articulated 
will form important first impressions about the administration and 
about the President's c~pacity to lead the federal government. It 
will help set the pattern for relations with the Congress, with the 
business and labor cofll1Tlunities, and between the White House and 
cabinet departments and ~gencies. 

It will also communicate a sense of priorities and the level of 
presidential commitment ~o his proqrams. What does he really want and 

how persistently will he work to get it? 

If 
! I 

i I 

I 
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When Ji11111y Carter assumed the Presidency he tried to move on many 
fronts simultaneously energy, welfare reform, government 
reorganization, a tax stimulus package, tax reform. It left the 
Congress and the countr~ unsure about what he really cared about. He 
had so many priorities ~hat he had no priorities. After a frantic 
week in announcing his ~nergy program, a struggle he called the "moral 
equivalent of war," he Seemingly ~ost interest in the issu~. He laid 
it all out and expected the country and the Congress to respond. He 
failed to realize that l~adership means more then "laying it all out;" 
it also means keeping at it. 

The serious economi¢ problems we face present a great challenqe 
but also a great opportunity. The American people yearn for a leader 
with a sense of vision, who knows what is needed, and is willing to 
lead the country, whatever the price, down that path. 

Foreign Policy at the Besinning 

Nothing destabilizes the international system more than a 
superpower that has lost its way· in the world. 
contribute more to international stability 

Hence, nothing would 
and to domestic 

revitaliz~tion in the United States, including economic recovery, than 
the United States recovering its confidence, leadership and margin of 
safety in world affairs. 

Unfortunately the pntvailing sense among many Americans, and the 
country's allies and adversaries is that the United States is 
uncertain of its national interests and role in world affairs. United 
States foreign policy ~as recently been fraught with amhiquity, 
uncertainty and inconsist~ncy. Worse still is the growinq view that 
America has grown weak in its foreign policy resolve, in its defense 
posture, and in its ability to respond to security threats around the 

globe. 

: I 



MEMORANDUM FOR: 

Kenneth L. Khachigian 
Room 196 Old Executive Office Building 

FROM: Richard Wirthlin 
First, Ken my apologies for the typing errors---this 
is not only hand crafted but done so under a time 
crunch. 

Generally the t~ust and tone is just about right. How­
ever, I feel tnere are too many statistics that come . 
pounding in e~pecially on pp 2-3. 

If you use the Eisenhower comprison it would be stronger to 
spe~ak in terms of ~Lt average increase in inflation over 
his eight year term of 1.4% in my opinion. 

Are mor-1Tge rates NOW only 13.5%? It sounds too low. 

Like the section on the growth of government. 

The trillion dollowr debt leve~ can be a real emotional 
triggerr but there are some hooks in it. See the 
attached. 

Pages 7-8 are the strongest sections of the speech. 

On page 8 1I would like to see you lead off with the 
business reference first. We should also have the 
President report on what has already been done to 
cut down the size of government etc.----freeze on federal 
hiring, limits on travel and consutlting ... etc ... . 

P. 10 when we talk about g~th and expansion .... why limit Jq.~ 
its source <2_nly to Business? We..l'~ "'!I e"-c:. \A11 \.\ dLJ ~ (" ~ 

P. 11 You might consider substititing "sound" for "simple" 
solutions ..... 

P. 13 stewardship reference "no powers except those 
that we drei-e from the people ... " stong and good 
reference in this context ... 

Suggest you rew~ the "shake the very foundations of 
our exonomic system." What poeple are looking for 
from the Presidency is an open but orderly thrust at 
the economic challenge that conveys the sense of 
careful, systematic, balanced deliberation NOT CRISIS 
OR CONFUSION ... 

GOOD SPEECH ' ...L.-.. \ \ 
0 h • , ? c """' r -· 't\lrV~ ~ ~ °' 
,-- ~. ~ o ~urpY'\~t;...1... _... P· 1 / • ~ ~ ~1,-t- v.M1'd'1 Sc 

-....~i<...e.c..4 ~1'0 \.:;>~(.,1'-~\.oe, ~~6°1"'..h.Jc.Je o le?U--
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Federal debt fuels inflation. Inflation hurts all Americans 
and especially our oldest and youngest citizens. (Too 
frequently Repub l i cans speak of the . debt in accounting terms 
when they should speak about it in human terms.) Or, more 
generally state~, our ultimate interest is not "programs" or 
"policies," but how these in turn impact oeople for the better. 

Leadership and Developirg the Economic Program 

The way in which a program is developed can significantly 

influence its acceptan~e. It is crucial that the Congress and the 
country perceive the R~agan expenditure control package as equitable 
and balanced. Two things will strongly shape their perception. 
First, the extent to ~hich your proposals for restraining soendin9 

fall on a11 groups and $ectors in our society. Second, the process by 
which you develop your proposals. Are key congressional figures 
adequately consulted? Do department and agency heads feel ignored or 

excluded? Do major con~tituencies feel they had a chance to be heard? 

The American people want a presidency that is open but orderly, 

that conveys the sense of careful, systematic, balanced deliberation, 
not confusion. This \'{ill be difficult in view of the severe time 
constraints. But . it is important. Part of the problem of the Carter 
programs was the image pf haphazard external consultations (relations 
with the Congress were consistently reported as poor) and internal 
confusion. 

The way in which the economic program is developed and articulated 
will form important fitst impressions about the administration and 
about the President's dapac ity to lead the federal government. It 

will help set the pattern for relations with the Congress, with the 
business and labor con)munities, and between the White House anrl 
cabinet departments and pgencies. 

It will also communicate a sense of priorities and the level of 
presidential commitment to his proqrams. What does he really want anrl 
how persistently will he work to get it? 

~~~~·~--~~~--~------~~~~~~-~-~--
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When Jimmy Carter a$sumed the Presidency he tried to move on many 
fronts simultaneously energy, welfare reform, government 
reorganization, a tax stimulus package, tax reform. It left the 
Congress and the countr~ unsure about what he really cared about. He 

had so many priorities ~hat he had no priorities. After a frantic 
week in announcing his einergy program, a struggle he called the "moral . 
equivalent of war," he $eemingly lost interest in the issu~. He laid 
it all out and expected the country and the Congress to respond. He 
failed to realize that ll=!adership means more then "laying it all out;" 
it also means keeping at it. 

The serious economi¢ prob 1 ems we face present a great cha llenqe 
but also a great opportunity. The American people yearn for a leader 
with a sense of vision, who knows what is needed, and is willing to 
lead the country, whatev~r the price, down that path. 

Foreign Policy at the Be~inning 

Nothing destabilizes the international system more than a 
superpower that has lost its way· in the world. Hence, nothing would 
contribute more to international stability and to domestic 
revitalization in the United States, including economic recovery, than 
the United States recovering its confidence, leadership and margin of 
safety in world affairs. 

Unfortunately the pr~vail i ng sense among many Americans, and the 
country's allies and adversaries is that the United States is 
uncertain of its national interests and role in world affairs. United 
States foreign policy has recently been fraught with amhiquity, 

uncertainty and inconsis~ency. Worse sti 11 is the growinq view that 
America has grown weak in its foreign policy resolve, in its defense 
posture, and in its ability to respond to security threats around the 

globe. 

i • 

; 
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The strategic $pportunity here is to ask for only a 100-day 
extension and a dollar increase sufficient to finance the government 
through that period. This would create a fixed time for action on the 
spending package. The President would then present his comprehensive 
economic program, offering it as the only way to prevent the federal 
government from heading over the. one trillion dollar national debt 
level before the end of calendar 1981 sharp budget cuts are made. The 
symbolism of a trillion dollar national debt could be used to good 

effect in forcing attention on the need to reverse the pattern of 
persistent and growing annual deficits. 

Most Americans are terribly uninformed about the size of the 
national debt, but, contrarily, express considerable concern about a 
debt at the trillion dollar level. Fully eighty percent {80%) of 
those interviewed t~ought the national debt was below $800 billion 
with many (59%) under the impression that the total national debt was 
less than $500 billion. Over one-third thought it under $100 billion. 
Six out of ten Americans said that a federal debt of a trillion 
dollars would cause them a great deal of concern. Fifty-seven percent 
(57%) indicate that even if they agreed with a candidate running for 
Congress on almost all issues, they would vote against him if he did 
not think it was important to try to limit the debt to something under 
one trillion dollars. Without question, the symbolism of a trillion 
dollar national debt should be skillfully used in generating citizen 
and grassroots support for the administration's budget control 
program. 

As it is almost certain that over the next two years the debt will 
break the trillion-dollar level, it must be made clear to the puhlic 

that: 

The debt is a 1eg~cy left us by the past administration. 

Even though it is possible, over the next two-year period, that 
the trillion-d~llar debt level will be exceeded, all reasonable 
and prudent st~ps must be taken now to get the debt 9enerated 
by the federal government under control by cuttinq spending. 
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l * 
* THE VICE PRESIDENT 

* WASHINGTON 

MEMORANDUM TO: KEN KHACHIGIAN 2/3/81 

FROM: VICE PRESIDENT BUSH 

This language was handed to me by Senator 
Roth. The general feeling of the Republicans in 
the Senate is that we need to hit the "trillion 
dollar" level. They feel that the President should 
make it clear that he is inheriting inevitably a 
trillion dollar debt. 

I agree that the more we can put this 
monkey on someone else's back, the better it is 
for future votes and it happens to be true. 
Suggest strengthening the language on the trillion 
dollar debt as much as you can. 
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page 6 

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 ao1

•
1 WQ H:cwe bee.n-foreed- -int& -i'lat-5srik("'1't"' l'lrri9er--tL:-tlw1e"!-IC~e~ft~~Hr~e~BB-9S-t:t::go 

r-aise it to $SHl§ billion.') 

The unbelievable magnitude of these numbers illustrates 

how we have engaged in a form of national s~lf-deceptio~. 

In 1971, the Congress of the United States last set what it 

called a ,permanent" debt limit of $400 billion. Since then, 

each time the debt limit has been raised, it has been 

soothingly called a "temporary" increase. 

I In other words, as our national d~b-~a__pproaches one 

trillion dollars, we are told it is only "temporary." Well, 
c -- -

this is the kind of debasement of the English language that 

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

/ iictions and budget hocus-pocus. We've deceived ourselves 

into thinking that the mere use of words would protect us 

from econumic 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 back 21 times to increase the loan without 

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

our job to convince this governm_ent of the answer to that 

quest!,Qn. . /~-
r 



l * Because of economic decisions made in the past, our national 

debt will unavoidably break the trillion dollar barrier within 

the next 12 months. In other words, the Federal Government will 

have borrowed the equivalent of $4,444 for every man, woman and 

child in the United States. 
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I v1ill need to h<-cvc you r writl:cn co!:'uncnt~; dclivc:i:cd to E1 c .1.ri 

Room 196, Old Executiv~- O.L ~ce D1_1j ldin9, by no 1~1tc:r th.::m 
Noo;1 today. \\?bil e I rcali:".e 'L~hc t.i11F·'. i;; ::;horL for yo;,1r: 
rcvir'.v;, J Itlllc-:;t deliver the Prc;-_;idcnt' s copy to hirn at 5: 30 
this evening. 1 :f: thc:cc dSC any question:-;, pJcctsc call my 
office at x/.GOl. 



COi: \'er:··; di; i Ul) • 

J';1,:t ]J:l i c t L 
)''(,))U<t.1. y J, lrJ;;.L 

·ronigh t , for the ;_ i.r st i_· i n::0: as your Pre~; id c:n t, J ur.·~ 

cont.in.uin9 thi~. convcrsc::tion to sl1.::-u:c ,.,1.it.h you my v.it.:\) ;.; 0;1 

the profound ecor:o~n:ic face. 

Shortly before I Loo]~ th ·2 oz.1th of office, I askc:c1 r: !y 

advisers to prepare a co;·,;prclwn~c; i vc loo): at the l\Ti!Cr ican 

econo:ny. Jn:;t ilS you rc~v.i.c;•.-J youJ:.- pcr:::;onal fi1E1nces and 

prcp:1re you1- incOJ,\2 tazcs, I \'.'2lfftcc1 1-.0 have u n<1tj onal audit 

of h.,11crica' s financial ccmc1ition. 

Their report 'l'/i1S prcsc;ntcd to n•r·: ycstcrday. f'ran}:ly, 

I found no surprises . !_~~ a:cc ~ioing to find no Eur pr i:.:cs . 

The surn t .ot<ll of v:hat \"1c face:> is noLl\ing lc:3:' tl1r:1n an econo::,i:!.c 

mess. 'I'hos e arc blunt \·1or1:l~3, but \·le h ave lcllCJ ;,;incc passed 

t.11(~ L i me v;h8n 1-,' 0 can hide~ bohincl lo:C cy economic phrc_t ~~.i_ ng . 

'I'\,JO i-.rcc~L s frorn ncn·1, I \·Jill ou!-.Li.11 r; t.o tl1c Con ~J-rcss 

of the United St.:0.tc:c; the ac L::i on~; I f.:-:cl mu~ t be t<'lk en to 

tlic dirncnsion ~; of the crisis , di~;c; u ::;~:; hmv \·.'c; got. hc~rc , zmd 

enlist you, tlic people, in tli c' cnorrr~:.rns effort it will take 

lo rccsain our ccono,nic vitality . 
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fuccC \-.1 .i.tl1 run.ct\·/::iy (L--i: :i_c: :iL;. 

j\ci1:1inisi.rdt.ion projcc:_ccr1 i-\ :?___i_~·J~l~1~~ o i so,t'.C' ~:J.G billio~1. 

the large:; t 

ever :u-1 010: his-Lory. 'Che-: cnt.:i.i:c t:.S . budget :Ln 195'/ v:as 

Jess tlian this year's c1cLic.i.t. and le~~;~; th c.1.n th e~ $80 bilLioP 

we are paying this :;i1 c~<1r in intcrc:-:;t a lone on ou:r stagqcrin<J 

nationo.l debt. 

stcad:t trend in the 9rc1,·1tl1 of govc~rnncnt . In 19GO, th~rc 

111 1960 

\·!<:::. lw.d 2 . 2 I!: :i.llio:n Fcdc~:<.i.l employees bei.frJ paid $12. 7 b:: . .Ll:u.Jn 

$56 . 8 billion per ycnr. 

·l· 19'0 · cl ·1° 1/-' 1_)"J··~.c.---.1' ·L" of C) u ·r . n . u , govcrnrncn L con~; UTl! (.~ .. o ,_ , _ ~ , -

national production. Las-L yc<n: / it tool: 2J percent. 

'l'hc i11c;;carx 11Jle n.•;,;ul.: of qo\ '-'rn:ncr· t out of cun t:rol J . ~> 

infl<:lti.on Oi..1l~ of conttcl. 

Inflai.::ion in 19'/9 r 2rn at. :U.3 pc~rce>nt. Lost }'c a :;: il 

f.i.ni~;hed at 12 . 4 p ercent . In the cnU.r e cisJht year~. of tho 

Eif;cnho-:1er A<lrnin :i. ~·:Lcation thr~ total co:::;t of Li.vinsJ :co~::;e only 

J.l . G percent . 'J'oc1ay , t .h a t seem.:,; h ~n~d to be 1 i eve . 

/ J 
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'J'ltc Lurdcn 

Fin.:llly, too many l'lmcr_i_c<rn:~ arc p0in'::ulJy aware of tho 

slu~JCJ i.sh conditiori of our cco11onty. 

'J 1/ 2 p0;rcc)l t. 

suffc__:ring this ; ::lplic..:__~. 

'l1l1i.tL is a urief sumrna.1 y of the no_tional economic c•udit 

tl1Ztt has been pre:;;,,~ntul t_o me: - - a confu~:d_n<J ju.rl!blc or 

each of you feel. No ci tizcn can avoid the c:c i tic al prohlci11 

thac faces all of u~--;: litA7 to cope \'!i th po LcnL>i_aJ econonnc 

aln:t:L1ing economic t:ccn'.:.1S in pc1_~ son .:tl -Lenn;:;. 

'I'hc dolJ ar you sp c~nt in 1960 i:.1 i.ll only buy 38¢ \1o:cth 

of goods or services today . While you spent a quarte r of 

your income to u liy u. home in l 960, it ncn-1 ta~zc s more th<m 

!JO percent. 
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off, the: govc1:nrnent is sp~:n(tinq an ir;c:rcc1iblc $7, 800 per 

family. Every m<1n, \-.'C>;!1n.n an cl chiJd caJ: r ies nearly $1, 50 O 

of the nntjonal debt. 

On the t<lx front, it used to b~ that the average fnrnily 

of fcJur could pay J.ts tci:·:c:»; \·.'ith the inco1ne earned by 

Fc.bruztry 8. Now, you must work a month longer -- jnto 

March - - to pay your Federal taxes. 

'J'hcre arc al ~;o so:·ne h:i.ddcn p ayn!cn ts Jn y01.1:i- 1 i ves . 

If you are lucky enou9h to b uy tha t a.ntomc1b ile which n:: c_; u·i.rc~; 

'11 month :: ; to p a y off , you ~;hould also knu .. ' tlwt govc:crnnr_•nt 

rcgnlc:1.·~·. ion :::; hCJ.ve add ec1 $GGG to iU; cost. 

A.ll of t h ese problems arc the lcc.:iacy of a bzn1~~rupt idea : 

Lhat the 0ovcrrn.1on t :u.; th8 source of onr cconor..::.c wc ll·-bc~j n~r . 

hnd nov1, tho ~;c \·!ho h -:i.vc p rornotr:'(.l the no t.:i on t.hat t.lK' 

S!OVcJ:Tt1r1cnt. offer:~ the: cur e~ fo1~ our: cconry,11.c ill ~. ; have run 

out of rr.cc1 icinc~ . \·Jc u.rc not only rPnn:i r:J ont: of rncd :1.c :u1 c ; 

we are , more importantly, ru~ning out of time . 

Lcf l~ uncontro .l J c d, hen:: <:1re ~:;ornc: of the consequ ences ·that 

would be upon us b8forc l ong : 

.. 
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in 19 <i. '.L'h r: \.1t.ili L' b.i.J l ... 1.1 . 
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lfoilc our CkF \·1iJl si:n-; \·J by $1.2 trillion in the 

Historically, the qovernrne nt.' s shan·, hi:ls rare ly 

t".rillion dollar nationa l debt. 

\'lhen the~ Fc:dorc.<l Govcrnn:cn'c. incccasc;;:.; its debt it cm>:p,_:tc;_; 

wilh you for money. 

at toclc-:i.y' s ex t rc:~ordin<tJ: i J.y hiqh level f:;. Those high rates no~ 

only keep inf lat ion hic;h , they dct(·~r investme nts, a11d it 

:i :-_; n 't long b :::: f ore a l 1 i :mc r :i.cci f a1 l s in to ecoi 10 1 i1ic d oc J ine . 

it j [; you . 

And ''e·t .l I we li avc continncd to u.110\·J dcf:iciU; t o push up 

our debt a:c; i f there \·.·e re no i1crfz1tivc c o n sequence::; . 'I'L ·:~ 

rcx :on1 i !:.; frighten i 119. 
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The-: unbcl i c~vc:tJ_;J c c:t ::·.c;n i_ i ucJ c o:C the ;:;c number;~ j_ l lu :c: i.:r <1 tc~ ;:_; 

hmv 1·.'c.; have cn~Fl<:JC:cd in a fon;1 of n::1tional scJ.f--dcccpt::ion . 

In 1971, the Congrcs:::> of the United St.<1f'c~; J_ ;._u:t set. Hhat it 

called a "pcrm<n1cnt" de:-:lJt. lini..L of: $ !; 00 hiJl.i.on. Since t hen, 

each tirnP tlw debt lirni c h as been rai scd , it Las been 

soo t-.hin g ly cul lccJ. a "tcrr,;xn·ary" incrc.~d sc~. 

In other \·ort1s, c:::~~ our n<tL:.ionzd dc~bt appro:1chc:,~ on(' 

trillion dollars , 1·;c arc told it is only "t.cn;po:1_·ary." 

U1is is the kind o:C dcbo;_;erncnl.. of lhc EnyL\~;ll 1a.n~flli.HJC~ Uwt 

has ~1::">1_·.tcn us into so 1"''_1.:.:h troubl.0. 

fictions and budget hocu s -pocus. 

into thinking that t.hc: r.1crc u se of 1m:cds would protect u~> 

f rorn cccmornic ch2os . 

I 'vc done a J i ·L:.tlc rc:sc::rcJ-i on t:hi~; . 

J f a l>Zln r: told you ycJ. coulcl b orn>\v $ 5, 0 0 0, do you th ·i.r:i: it 

\·l0ulc1 leL you go back 21 tirn ~:s to incrc:a[_;c 'Lbc loan withou·i-.. 

coll.:1tcn1l? You kno\"! the cnt;;•,-1cc to thaL quc~~tion. \.'] (' } 1 / j_ t I !:_) 

our :job to convince U.1 i. 0
; govc~n1mr'nt of "Lhc <'ll1~c; '.·:2r to t.}1at 

qu8stion. 
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h'e are goi11g to stop hiding behind trick phrases and 

smokescreens. We nw.y have been looking at a "temporary" 

rise in our debt, but you nnd I know that the tc~mporary 

rise has becomo a permanent burden. 

'l'hus, my f .irst goc.ll . .in got ting our economy back on 

track is to tell the 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 e~d . I won't ask you to do with less 

because when the times are most difficult, our people have 

a lways done the right thing. 

Now , ·let me br-i cf ly describe to you the four basic 

elements of the plan I will be submitting to the Congress 

when it retu·rns 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 expecta­

tion and balance the budget at the earliest possible ~ate. 

No government in history has voluntarily cut its own 

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

know that we can repeatedly lecture our · 

and extravagance, but nothing 
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is so ef [cctive as simply cuttinq bacl: lhcir allow<.mce. 

The Federal govcrnrnent wil 1 cut j ts 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 gr~ntsmen. 

These professional miJdlemen and clever long-term 

budget manipulators will be a special target. 

We will not subsidize businesses at the expense 

o f 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 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 , · wi·i:.hout hurting the needy, I plan 

an assault against the fraud and waste that we have in 

government . I will be rigidly 

activities , and I will against 

fraudulent ones . 
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Ed Meese 
David Stockman 
Jim Baker 
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Martin Anderson 
Jim Brady 
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Max Friedersdorf 
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Kenneth L. Khachigian 
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Attached for your comments is the draft for the President's 
address to the Nation on Thursday nightj 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 I realize the time is short for your 
review, I must deliver the President's copy to him at 5:30 
this evening. If there are any q~estions, please call my · 
office at x2601. 



( Dolan/Khacl1i9 iun) First Ora.Ct 
February 3, 1981 

ADDRESS TO THE NATION -- THURSDAY , FEDRUARY 5, 198J 

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 t o speak p ln.inly 

about the difficult p rob lems facing our Nation. 

Tonight, fo r 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 financial condition. 

Their r e port was presente d to me yesterday. Frankly, 

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

The sum total of what we fac e is no~hing less than an economic 

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

the time when we can hide behind lofty econooic phrasing. 

Two weeks from now, I will outline to the Congress 

of the United States t h e actions I feel must be t aken t o 

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

the dimensions of the crisis, discuss how we got here, and 

e nlist you, the people, in the enormou s effort it will take 

to regain our economic vitality. 



Let us beg-in with the plain truth. We u.rc not on tho 

road to recovery. Insteu.d, we stand on the brink o f economic 

calamity. 

The Federal budget is badly out of control, and we are 

faced with runaway deficits. Ten monlhs ago , the previous 

Adrninistrc:i.tion projected a surplus of some $16 billion. 
t).»r l" <l ·1 J 

Ng.w-, we 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 and less than the $80 billion 

we are ~aying this year in interest alone on our staggering 

national debt. 

This irresponsible spending goes hand in hand with the 

steady tre nd in the growth of government. In 1960, there 

were 10 Cabinet departments and now there are 13. In 1960 
< J c.,..·f~ . 

we had 2.2"million Fede ral employees being paid $12.7 billion 
1 )---( / l "t' ( , 

a year, and now the r e are 2 ..J,L.4-milliEffl- e mployees making 
~ 

$56.8 billion per year . 

In 1960, governme~t consumed 18 1/2 percent of our 

national production. La st year, it took 23 percent. 

The inescapable resul t of gove rnme nt out of control is 

inflation out of control . 

Inflatio n in 1979 ran at 13.3 percent . Last year it 

finished at 12.4 percent. In the entire eight years o f the 

Eisenhowe r Administration the total cost o f living rose only 

11.6 p ercent. Today, that seems hard to bel i eve . 



Ten years ago, mortgage interest rates averaged about 

eight percent, and now Lhey are at the abs urd leve l of 

13.5 percent. 

Look at your income 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 per family has quadrupled since 1965. 

Finally, too many Americans are painfully aware of the 

sluggish condition of our econorny. Last year's recession 

pushed unemployment rates from about 6 percent to nearly 

7 1/2 percent. NumLers do not adequately measure the huma n 

suffering this implies . 

That is a brief summary of the nationetl economic audit 

that has been presented to me ---4:a-carrfusin-g -1~_9!__ 

_ -numl~-s and char ts. 

But this report cannot ·2g1n to transla te the deRp worry 

each 
';! 

of you feel. No citizen can avoid the critical problem 

that f aces 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 t h ese 

alarming economic trends in personal terms. 

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

of goods or services today. While you spent a quarter of 

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

40 percent. 



Hi::l.ve you purchci.~>ed a car lately? LTust. ten years ago, 

it took about 35 1nonths to pay for it -- toduy, nearly 

44 months. 

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

governme nt 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. Every ma , woman and child carries n e arly $4,500 

of the national debt. 

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

of four could pay its taxes with the income earned by 

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

March -- to pay your Federal taxes. 

There are also some hidden payments in your lives. 

If you arc lucky enough to buy that automobile which requires 

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

regulations have added $66G to its cost. 

All of these problems are the legacy of a b a nkrupt idea: 

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

And now, thosr~ who have promoted th8 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 uncontroll e d, here are some of the consequences that 

would be upon us before long: 



If inf 1.:.: L.ion continues at the same ru tes, an au tornol.i:i.le 

that costs $G500 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, h e lps keep interest rates 

at today's extraordinarily high levels. These high rates not 

only keep inflation high, they deter inves tments, and it 

isn't long before all Ame rica falls into ecom»,1ic decline. 

It isn't goverrnnent that suffers from this vicious cycle; 

it is you. 

And yet, we have continued to allow deficits to pus h up 

our debt as if there were no n e gative 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 Congress of the United States last set what it 

called a "permanent" debt limit of $400 ·billion. Since t~en, 

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 back 21 times to increase the loan without 

collateral? You know ~e answer to that question. 
'(' 7 £1 *'o: . 

our job to C(')fltV"jtnc~~:h1-:s;~eveI:'IY:Ll.e.lrjJ:...:::fltt:::::t:i:te 

Well, it's 

answer -i:e that 

question. 



We an: 90ing to st.op hiding behind trick phrases and 

srnokescref'ns. We may have bce:n looking at u "temporary" 

ri.se in our debt, but you and I know that the temporary 

rise has become a perrnancn: burcJen. 

'l'hus, 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 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 arc 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 u.m going to propose the larsest reduction in 

Federal spending ever presented by an Arnericu.n 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 mm. 

As parents we know that we can repe atedly lecture our 

children on the evils of wa ~ tc and extravagu.nce, but nothing 
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1.s so effective as simply cutting back thuir allmvance. 

The l?cderal gov2n1ment \-.1ill cut its spending only when we 

take uction 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 includin~ the truly needy. 

Only those who unfairly and unnecessarily feed at the 

Federal trough need fear what we do. For example: 

We wil~ cut grants that benefit mostly the grantsmen. 

These professionul middlemen and clever long-term 

budget manipulators will be a special target. 

We will not subsidize businesses ~t the expense 

of the American people. Our policy will be to 

encourage business to earn its profits in the 

marketplace and not in the FederuJ. budget. 

hie will not continue programs simply because 

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

time tc get away from business as usual. 

To help cut the budget, without hurting the needy, I pl.an 

an assault against the fruud and waste that we have in 

governme nt. I will b e rigidly intole rant o f wasteful 

activities, and I will 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 pcr~;onal expf;rienct~, each of you 

knows thzi.t inflation is de>stroying our economy -- inflation 

fed by huge deficits and paid for by printing-press money. 

I will, however, restate one 0£ my most serious personal 

concerns, and that io:; the effect of inflation on the family 

unit. I approve of and suppo~t women who wish to enter the 

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

thousands of wives and mothers arc working today only because 

they have no other choice. They are simply trying to help 

their families stay even. 

This has resulted in inc2ilculablc 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 exh~ustion. In rr~ opinion, these developments are 

in great measure responsible for tLe serious rise in family 

instability and unhappiness. That price is unacceptable to me. 

My second proposal will be to reduce personal income tax 

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

will call for an accelera.ti~1n in the ability of all businesses , 

small as well as large, to write off capital investments against 

their taxes. 

Person a l 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 v.'i} l encourage inVf;~; trncnt in new plants 

ond e(1uip1:1cnt and provide the capit~ t l for badly-needed 

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

and less inflation. 

Just as our personal tax laws are struc~ured to achieve 

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

you can deduct mortgage interest ~1ich encourage~ homeownership, 

and you can deduct charitable contributions which encourages 

works of benevolence. Bu: iness must also be able to improve 

its work, renew the quality of its equipment, and prepare for 

the future. 

The sum of busines s 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; .~ pay taxes. Every tax has to b e passed on as 

a cost of doing business. 

The third step in my plan will be to lessen government 

interference thro~gh the regulato~y process. We must r(' form 

government r egulation, eliminating n eedless and excessively 

costly rules and requirements. But while we act to reduce 

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

l egitimate ends that they serve. Our food will remain safe 
{-:,;.,.,~'- •l 

to eat; our medicine will cure and not cause disease; our 
/I 

p roduct s will not threaten our lives. 

However , we will review all old regulations and keep 

only those which are absolutely essential. We will look at 
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alternative ways of ~~hievirig regulatory objectives and screen 

all new regulations. We will make assessments of regulations 

basod upon the costs they _i_rnpose cornpuxcd to the bene:f its 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 wunt 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 

follmved policies based on the hope that we could "fine 

tune'' our way out of inflation and unemployment. The result 

has been "stop-and-go" polj cie;3 f i9htin0 inflation one 

year and unemployment the next. \'7hcnever inflation beca.me 

too high, Washington would increase unemployment by raising 

taxe ~-. and interest rates. When unemployment then became too 

high, Washington would open the budget floodgates ancl print 

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

spencling and cutting taxes go together. 



But as dec~p as our problems are and c:.ts long as they will 

t;1_ )~0 to rc~~o1 vc, I have faith lha t toge thcr we will get the 

job done. IL is in the nature of the Arnericzrn pP.ople 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 wealtl1. 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 

tiir.e in history gave men "a way of produci11g wealth in which 

the good fortune of others multiplied their own." 

Our aim is not to limit our wealth and me rely allocate 

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

the majority. InsteaJ, we seek to increase our national 

weal th by rewarding hard work and r isk ·-t aJ~ing. We seek also 

to make our national wealth worth something by forcing tl1is 

government to live within its means. 

Over the years we have let negative economic forces 

run ou~ of control. We have stalJ_ed the judgme nt day. We 

no longer have that luxury. 

'Tonight I have freqLwnt.ly 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 gotton worse? 

Since 1960 our government has spent $5.2 trillion; our 

debt ha s grown by $646 billion. Inflation has exploded by 
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uff ilre we for it all? And, how much worse off are we for 

jt all? 

When we measure how harGhly these years of inflation, 

lower productivity, and uncontrolled gover11ment growth have 

affected our lives , we know we must act quickly. 

We must not be timid. b'e 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 h~ve never failed us. 

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

in cooperation. 

'l'o my colleagues in t .he Executive Branch of government 

and to all Federal employees I ask that we work in the sy1irit 

of s er'/ ice. We have no powers excE~pt those that we derive 

from the people. 

To those great institutions in Arnoric<'l -- business and 

labor - - I urge you to b e guided by the national interest . 

The only special interest we will serve is the interest of 

the people . 

'l'o my fellow citizens , I propose that we join to do no 

l ess than s hake the v e ry foundations of our economic system. 

We will work together and abt responsibly. We will do E.;o 

with the most profound respect for that which we must 

preserve and with sensitive understandi ng for those who must. 

b e protected. Please 9ive me your help. 

'I'ha nk you and good night. 



MEMORANDUM 

MEMORANDUM FOR: 

FROM: 

SUBJECT: 

THE WHITE HO U SE 

WASHINGTON 

February 3, 1981 

Ken Khachigian 

Elizabeth Dole,i.~~ 
COMMENTS RE: PRESIDENT' ADDRESS TO THE NATION 

1. Feel use of strong language like "shake the very foundations 
of our economic system" ala last paragraph in draft should be 
used up front. Need to grab viewers attention and quickly 
state order of seriousness. 

2. As soon as viewer's attention is gained, hit him with facts 
that directly affect the individual. Use examples which are 
easy to relate to. Current focus in this regard is not until 
page # 4. 

3. Discussion of family impact by working wives/mothers adds 
little compared to the potential for alienation of large 
segments of people if not handled perfectly. Suggest 
deleting. See page # 19. 

4. Also on page #9, may wish to compare 1981 tax increase with 
size of that of 1976. Tax cut is actually lessening of tax 
increase rather than a true cut. 

5. First and second paragraphs on page #11 appear a bit awkward 
in the sense that we really do not mention a specific about 
our monetary policy. One of the key points is that the 
policy will be stable and sound and our economic policy, 
once announced, will be consistent for long-range planning; 
rather than irratic to meet short term aberrations. 

6. When mentioning institutions on page #13, suggest agriculture 
somehow be mentioned. 

7. From an overview standpoint, do we have too many facts and 
figures? Would fewer of the most graphic nature achieve a more 
powerful impact? 

8. Like strong, powerful ending. 



THE WHITE HOUSE 

WASHINGTON 

February 3, 1981 

\ 
MEMORANDUM FOR: 

FROM: 

The Vice President 
Secretary of the Treasury Regan 
Ed Meese 
David Stockman 
Jim Baker 
Michael Deaver 
Murray Weidenbaum 
Martin Anderson 
Jim Brady 
Elizabeth Dole 
Max Friedersdorf 
Dave.· Gergen 
Ed Harper 
Lyn Nofziger 

Kenneth L. Khachigian 

7:30 a.m. 

Attached for your comments is the draft for the President's 
address to the Nation on Thursday night~ February s, · 1981. 
I will need to have your written conunents delivered to me in 
Room 196, Old Executive Office Building, by no later than 
Noon today. While I realize the time is short for your 
review, I must deliver the President's copy to him at 5:30 
this evening. If there are any questions,. please ~all 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 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 

....,fl~~~continuing this conversation to share with you my views on 

""z.,~ the profound economic crisis we face. 
-J ~ 

'f'Y''~ . Shortly before I took ·the oath of office, I asked my 0.-) advisers to prepare a comprehensive look at the American 

economy. Just as you review your personal finances and 
- JP'. t" 
[..#"'~ r' , 
~J -r' . 
~· prepare your income taxes, I wanted to have a national audit 

~- of America's financial condition. 

Qt"' 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 
~~ .... ~ 

can hide behind lgf~y economic phrasing. 
. " the time when we 

>7 Two weeks from now, I will outline to the Congress 

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

rescue our economy. Tonight, however, ·r 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. 



Lc~t us begin 

roud to recovery. 

with the plain truth. We arc not on the 
1---I-..... +- c ~ "-<. 

Instcu.c1, wt.c stand on the brink of economic 

calarni ty .- - ,·/ vJ< h IA..<)f t;...c.J· · "' 
The Federal budget is Dudly out of control, and we are 

faced with runaway deficits. Ten months ago, the previous 

Administration projected a surplus of some $16 billion. 

Now, we face a d eficit of around $80 billion -- the largest 
~i- ef:!4tc..i_I - - ~f rz..... ~f., j.._f n.....,._ 4 ··c....·f. 

ever in our history. The entire U.S. budg@t in 1957. wa-s 
,· J ; ..... y )...&.. ..... fl.-.-_ ft_.__ <-.___ ~· ... c.... ~,,.....J ~,r--f 1-..1 ......_ &\.f k.... ~ cry fi._ c.~ 

l:-e~.1s than this year's deficit --and J 'io'55 t°'481H tfie E;i80 bill.ion '"'-·<... . 
ti_,._ , ·;. k ,, e4 f --' --fl-..,.J-

/" we ar e paying this year ~ jy1! 11 a11t. i:tlS:M: on our staggering 

· ·~i? ?SfiE p ~ b 1£.b;rz r ~h· , 
national debt ..t:" -- J: i....,.Sto ~ .c.<. 1-._._ ~.._J .l~f A...o.-

1'-< ~,,. ~ ~. 'c--- ....._._... f~ w_ ·····;;:·-~/z: t- r£ +.::.. ..,/_.) ~. -~ ~,.c......... 
This\.._i.rresponsible spend inst, g.o.e.s hand in hand with the ~;::--

, J fl.-< • ._ ......... {..f "7 ( _ If- /...o.- ) ,..__ II? t:: '-. 

ste ady trend in the growth of government. In 1960, the re ~ ~ 

c{c..... v.7er c: 10 Cabinet departments.~ ~ow there o.rc 13. In 1960 

we had 2.2 million Federal employees being paid $12.7 billion 

a yearQ Ci:fid ~O\v there are 2 3/4 milliot'e~yees making 
~ ~ 

$56.8 billion per year. 

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

n~tional production. Last year , it took 23 percent. 

'l'he ines cavable re s ult of government out of contTol is 

infJation out of control. 

Inflation in 1979 ran at 13.3 p e rcent. L~s t y e a r it 

finished at 12.4 percent. In the enti re eight years of the 

Eisenhower Administration the tota l cost o f living rose only 
- - S (.'fi..+17 ~ ~ I t>-;.:J fl."" ..,~ ~. . 

11 • 6 p e rcent A rroday I thLl.t Seems hilrd to b el i e ve• 

~~ 



/'-'I'en- yeors ago, r,1ort:-Tjrrgc: -±nt-e-,rcst rat£-"-" averaged about 

---.g_j qbt percent(.)~ now they arc at the 21bs1_ircl level of 
"'( -:::. 

13.S percent. 

Look at your income tnx burden. Two decades ago, you 

paid ~ft~~ f {¢:to the Fe<lera1 Government on every dollar 
I'- ~' c..R "'---"" ~ • 

you earned. Today, you are paying nearly l::8:¢:: fEl:ie burden 
/'. 

of Federal taxes per family has quadrupled since 1965.J 

Finstlly, too many Ame-r-ica11s -a-re- pn:i-ftf-u-l±y-awar_e of the 

,sluggish condition oL our eeonomy. Last year's recession 

pushed un~np1oyment rates from about 6 percent to nearly 
c~ 

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

suffering this implies . 
~ 

T Lt+- ~ is a brief summary of the national economic audit 

that has been presented to me a conft15in9 jurRble e E 

But this report cannot begin to translat~ the deep worry 

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

that faces all of u s : how to cope with potential economic 

disaster. 

Thii.lt's ,,;hy I have Set c:iside what atttomrt~ to jus-4::-ene 
I 1- ; .s "'--0 ~ti-<..- -f1-- o. + .LC ..__........._..__, n ... ~ ~ ~"J 

-more government report ln5:t..eaiL, let' s loo]~ at these 
)'."\/" 1~ "//.-µ ~......t .r+..~·rf,'U, -

alarming economic tre nds in p e rsonal terms. 

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

of goods or services today.©lhile you spent a quarter of 

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

40 p e rcent. :Z ~ 1 

~,·~~~ 
~~V/r:-~ 
v-1 e._ ! ,___..._--"" - d-1 G- - --- ~ 

"----"'-~ 1-- ~ ~1...., 
°'-- cf.;, ~--i~ ~ . 



linvc you purchas e d a c~r lntely? Just ten years ago, 

it took about 35 months t o pay for it -- today, nearly 

4'1 months. 

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

government was spending almost $1,900 per f amily two decades 

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

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

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

of the national debt. 

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

of four could pay its taxes with the income earned by ~ /-;.....-. .r/ 
~i/. 

l11 Eil:rrnar:y 8. Now, you must \vork a month lcnger -- into 

March -- to pay your Federal taxes. 

There are also some hidden paym8nts in your lives. 

If you are lucky enough to buy that automohile which r equ ires 

44 months to pay 

regulations ha ve 

off, you should also know that government 
~r~T(cQ_-Q 

added ~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 promoted the 1 . ·1tion that the 

government offers the cure for our econo:nic i lls have run 

out of medicine. We are not only running out of med icine; 

we a re, more importantly, runnj.ng out of time. 

Left unco ntrolled, here are some of the cons e quences that 

would be upo n us before long: 



If inflation continue,:; ut the surn2 rates, an automobile:: 

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

in 1985. The utility bill wliich 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 hus rarely 

risen above 20 percent. 

All of these trends 

~rillion dollar national 

are leading us directly toward a 

deb~+ ""-~ L • .. ...._ e.-........ c-f!.A--/2 °'-
/'. -/-..- . , I / . ~--- dAY'1 J v---v- f , 

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 leve ls. These high rates not 

only keep inflation high, they deter investments, and it 

isn't long before all America falls into economic decline. 

It i s n't government that suffers from this vicious cycle; 

it is you. 

And yet, we have continue d to allow deficits to pu s h up 

our debt as if there were no negative consequences. The 

r ecord is frightening. 



In 1960, our nationnl debt stood at $284 billion. 

B:l l ~n 4, as I prepnrcd to lca\rc! the Gov ::rnorship of 

Cnl lf ornia, it had l caped to $ 4 7 ·1 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 rnagni tude of these nun1bers illustrates 

hm·.r we have engaged in a form of national self-dC:!ception. 

In 1971, the Congress of the United States last set what it 

called a "permanent " debt limit of $400 billion. Since then, 

eilch time the debt limit has been raised, it has been 

soothingly called a " tempori'lry" increase . 

In other words, as o u r natjonal debt approaches one 

trillion dollars, we are lold it i s only "t.emporary." Well, 

this is the kind of d ebasement of the English language thut 

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

fiction s aad budget hocus-pocus. We've d e ceived ourselves 

into thinking that the me ie u se of word s would protect us 

from economic chaos . 

I've done il little r escnrch on this . I found that the 

"temporary" debt limit has been raised 21 tir.ics since 1971. 

If a bank told you :you could bon:ow $ 5, 0 0 0, do you think it 

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

collate ral? You know the answe r to that question. Well, it's 

our job to convince this government of the answe r to tha t 

question. 



page 7 

hie arc goin<J to stop hic.1in9 bd1ind trick phr<ises and 

smokcsc:Lec~ns. We may h a ve been look ins; at a 11 temporary" 

rise in our debt, but you et11d I know that the t emporary 

rise has become a permanent l:urdcn. 

Thus, my first goal in getting our economy back on 

track is to tell the truth antl to quit manipulating 

definitions. 

I wish that we could magically undo all this damage. 

We can't, and we won't. 

with ourselves. 

But we can start b y being honest 

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 ~ifficult, our people have 

always done the right thing. 

Now, let me briefly describe to you the four basic 

elements of the plan I \·.'ill be subr.ti tting to the Congress 

when it returns from its recess. 

First, I am going to propose the largest reduction in 

Federal spending ever presented b}' un Arne:c1.can President. 

I am determined to break the cycle of inflationary expecta­

tion and b a lance the budget at the earliest possible date. 

No government in history has voluntarily cut its own 

size. That is whj we must take thiE; actio~1 on our own. 

As parents we know that we can repe~tedly lecture our 

children on the evils of waste and axtravaguncc, but nothing 



is so cf f ecti ve as simply cut ting back Uwir a llow<:H1ce. 

'l'Jw Federal governrnc-;nt will cut its spending only when \vC 

tclke action to stop it f rorn spending. 

In this process, all essential needs of our society 

will be met . 

My cuts will 
(~~~i~.·~ ' 
~ be11e:fi.1-. 

Our efforts will be as even-handed 

affect everyone but the tru~~ needy, 

as possible . 

...._z f-," ------~' "I 
and overyo.nn 

/\.. 

from this program including the truly needy. 

Only those who u11fairly anc1 unnecessarily feed at the 

Federal trough need iear what we do . For example: 

We will cut grants that benefit mostly the grantsmen. 

These profess ional middleDen and clever long-term 

budget manipulators 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 prof its in the 

marketplace and not in the Federal budget. 

We will not continue programs simply because 

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

time to get away from busLness as usual. 

To help cut thE--c budget, without hurting the neecly, I plo.n 

an assault against the fraud and waste that ·we have in 

government. I will be rigidly intolerant of wasteful 
~~ 

activities, and I will seek i...ough criminal ~ties 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. 

wi~l, however, restate one of my most serious 

work force. 

thousands of 

they have no 

their families stay 

This has resu 

costs. It has ut 

reducing 

and mothers a working today only because 

ice. ~y are simply trying to help 

social and cultural 

life by 

act'~ities. Among working 

led to f ~elings of and demoralization 

and exhaustion. In my opinion, th are 

reat measure responsible for the serious 

instability and unhappiness. That price is unaccepta e to me. 

My second proposal will be to reduce personal income tax 

rates ten percent each year for ~he next three years~ And I 

will call for an acceleration in the ability of all businesses, 

small as well as lar_ge, 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. 



Busi_JlC::f};; cuU; will c:ncouru.ge invc::·;tn·:~nt in new plants 

and c~guip»tl·nl: and provide tht' Ci:lpital for b~i.c.n.y-necded 

productivity yrowth. 

and less inflation. 

The: result: 1:10re job~~, better products, 

Just as our person~l tax laws are structured to acl1ieve 

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

you can deduct mortgage in L:erest \·1hich encourage s hornem·mcrship, 

and you can deduct charitable contriLutior1s which encourages 

works of benevolence. Business must also be able to improve 

its work, renew the quali.ty of its equipment, and prepare for 

the future. 

The sum of business expans ion 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 taxe~ ; you pay taxes. 

a cost of doing business. 

Every tax has to be passed on as 

The third step in my plan will b e to lessen government 

interference through the regulatory process. We must reform 

government regulation, eliminating n eedless and excessively 

costly rules and requirements. But whil e we act to reduc e 

tl1e burde ns of governme nt, we will n ever 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 will review all old regulatio11s and keep 

only thos0 which are absolutely essential . \\ie will look at 



al tt:n1<t ti vc ways of achic~vi liJ regulator_'/ obj C::'C ti vcs and scret..·n 

aJ.l new r~gulalions. l\Tc will make asscssmeni_s of re<Julations 

bu~ed upon the cor_;ts they impose cornp.::iru1 to the bcnef it~; t l 1cy 

provide. 

Fourth, we must act with a close understanding of how 

important the mone tary element is. In plciin language, I 

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

connection with our elirnina.tion of Federal def ic its, 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 d ebt , 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 inf lat ion and unemployment. The result 

h as been "stop-and-go" policies fighting inf lation one 

ycor and unemployment the: next. Whenever inflation became 

too l1igh, WQshington would i .ncrease unempl oyment b y raising 

taxes and interest rates. Whcr: unemployment then became too 

high, Washington would open the Ludget floodgates and print 

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

spending and cutting taxes go together. 



J3ul 21s deep as our problC"ms are and as long as they will 

lake to resolve, I 11avc faith that togcth~r we will get the 

joli done. It is in tlw nature of the Arnt::r.ican peo1Jlc not to 

shrink from the tough decisions. 

I am conf idcnt that in time we will return not only to 

prosperity but to a prosperity thut preserves the value of 

our wealth. We can ci·oute the incentives which take advantage 

of the genius of our e conomic system -- a system, as Walter 

Lip~nan observed more than 40 years ago, which for the first 

time in history gave men "a way of producing wea.ltb in which 

the good fortune of others multiplied their own." 

Our aim is not to lirni t our v:e~t l th and merely allocate 

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

the ma jority. Inst.cad, we seek to incr0ase our nationc:i.l 

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

to make our national wealth worth something by forcing this 

governme nt to live within its means. 

Over the years we have let negative economic forces 

run out. of control. We ~iavc stalled the j udgmcnt du.y. \~e 

no longer h a ve that luxury. 

Tonight I have frequently made statistical comparisons 

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

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

that things have gotten worse? 

Since 1960 our government h as spent $5.2 trillion; our 

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



17 n }jsrcc;nt. Now, let us ci.sJ: oersel ves: hmv much better 

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

it all? 

When we mcasl1rc how harshly these years of inflation, 

lOV.'8r productivity, and uncontrolled government growth hci.ve 

af fectGd our lives, we know we mus t ilCt quickly. 

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

We will restore the f reedom of all men and women to 

excel and to create. We will unlea s h the energy and geniu s 

of the American people -- traits which have n e ver failed us. 

To the Congress of the Uni t0d States, I extend my hand 

in cooperution. 

To my colleagues in the Executive Branch of government 

and to .all Federal employees I ask that r..·1e work in the spir it 

of sPrvice . We have no powers except those that we derive 

from the people. 

To those great institutions in America -- business and 

.labor -- I urge yo u to be guid ed by the national interest. 

The only special interest we will serve is the interes t o f 

the pe ople. 

Jess 

To my fellow cit i zen s , I propose thilt we join to do no 
... - ~ 'fl-c.-.. ....... ~ --

than shake the very foundiltions of our e conomic system. 

" We ,.ill work together and act responsibly . We will do so 

with the most profound r esp ect f or that which we must 

preserve and with s ensitive unders t.and ing for those who must 

be prote cted. Ple ase give me your help . 

Thank you a nd good night . 



l 

(!Jo 1 an/ L~hach : g j an) 
First Draft 
February 3, 1981 

ADDHES,S 'l'O 'l'JIP ~·-r. 'l'l() · 
L .~.i :-. -- 'l'lWHSDllY, F'EI3RUARY 5, 1981 

GOOD EVm\ Il.JG : 

Throughorlt the Presidential election campaign last fall, 

I came before you in U1e process of what I called a national 

conversation. It gm·e 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 

prepu.re your income taxes, I wanted to have a national audit 

of America's financial condition. 

Their report was presented to me yesterday. Frankly, 

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

Th·e 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 States the actions I feel must be taken to 

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

the. dimensions of the crisis, discuss how we got here, and 

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

to regain our economic vitality. 
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Let us bc.~gin with the pJain truth. We are not on the 

road to recovery. Instead, we stand on the brink of eco11omic 

calamity. 

The Fed~ral ~udgct is ba<lly out of control, and we are 

faced with runaway deficits. Ten months ago, the previous 
- l- «'2-

Administration projected a surp~ys of s_Qme ~billion. 

This irresponsible spending goes hand in hand with the 

steady trend in the growth of government. !n 1960, there 

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

we had 2. ~ million Federal employees being paid $12.7 bilLion 

a year, and nm;1 there are . 2 .g.I million employees making 

76 t 
$ bil~ion per year. 

In 1960:-t~~-!nt £"'~n@@1 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. 



:z -- -

·,t 
~ ('ClJ:JH'.C!. 

~·~ ...... 
IJ u _'/ :·_ .r~ ~~~ c; :t j- J 'J' lg t; . 'l' li c l.>u .1~d en 

7 J//. pC':CCC!l l: . J\un}_1c·:;·:: c1c1 LtC>l. r:td_c ,_:'.Jdtc•Jy· nv.· a:;i..1rc the h 1 • .1r,1 :.u1 

numbe:rs ,l.nd ch<•.l~t:- ; . 

di ;;; a~; l·.c1_· . 

rno:cc ~rover 111!1cn L-. r:-cri:H· L . Ju ;;Lc;c:1d , .l c:t ' s look .::1 t. t.hc:c>c 

c:i.li1:nninq cconoi;·:ic Lrl:i:cl ~: .-i.1 1 p ~·: r!:;o,,~;l ·l· cnn:> . 

'J'hc dollar you ;;pc.:nt in 19GO ;-.::Ll1 only buy :/,,<: worth 

of good~; 01~ ~;c~ ·n·ic c: ;; i.:o(l:1y . \-Jh iJ_(:: y u u ;_;pent a quc.irt<:.: r of 
for m•Atli..ly ~'(111e,d:s on A. n.- k.. 

your .i.ncnt11r~ l\e0 hQ_L , Jiorn<: :i 11 1 <)G O , :i L 11 0\·7 t.ak l :.:; rnoLc than 



aqo. I Today, thougTI 1:1Te" a v erage- l.amiiy is mITnu ue-ci::er---

of four could pay its taxes with the income earn1_xl1.J~:r 

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

March -- to pay your Federal taxes. 

There are also some hidden payments in your lives. 

If you are lucky enough to buy that automobile which requires 

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

regulations have added $666 to its cost. 

All of the5e 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.meted 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: 
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If in{ la Lion cont:inues at tt ie same rates , an automobile 
o. l,.....ost. 49, .. o 

th<1t co:-:>ts $6500 in 1981 ':li .' l cost more ~th•n $ 2 7)110 

in 19U5. '~ utility bill which runs a.t $110 per 
111' 

month today \Wuld jump to $~ in 1985. 

The average percentage of your family ' s income going 

to Federal income taxes wil] jump again· from 18 

percent today to more than 21 percent in 1985 . 

While our GNP will grow by $1.2 trillion in the 

pext three years, the Federal Government ' s share 

of the increase wi·ll 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 inf lat ion high, they deter .i.nvestments , and it 

isn_' t long before all America falls ihto economic decline. 

It isn ' t government that suffers from this vicious cycle; 

it is you. 

And yet, we have continue d to al l ow deficits to push up 

our debt as if there were no negative consequences. The 

record is frightening. 
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2.'11 
,, , 11 cl< ~ ;,:- ~;-tor_ .. [ ;:: (~-;::::= l 1il _lion. 

:i_ L L ·c~ _! ( · : v · :d 
48(. 

i_n ~: ~ Ji:i _l I ;o;,. 

,~, 

:.~ :::;;:{; l • i l l.i u n • 

/\111-! n ' l\'.' \ -.' (' 11 <1 v c ]1 ~: e n f ' ! .IT cd i n-1 _o i_i ~~ L -:_ n <; -L: h (' C'or10 r c '.; ;; (_-_o 

~debtce•U~ 
J: il i ::;,, .%::: L(l $(_)~;•, ri :!IJ _i_c ll. 

~;ince Lhcn, 

sooth i11y 1 y c 0 l l cc"l a "t. c · ::,po:i:-<t::.~y" _i nc:n_:il: ;e. 

trilli.C>n cl_0Jl0·1_-:;, \·Jc ;_ere· told it is only "tcrqJoc<1:cy." 

J 'vc done: it lit· l l :; :i ·c~: ;c·d -~-ch on U ::; :; . I J-ou;c::! tlidt_ Lhc 
or ex~nd~ti 

1- - ,, . l -,r· := n r:ti_:,;c· (:iA2l Lime~; r:inc.::~ 19'/_l. 

\·lDuld Jct you go h<h:L ?.J time :; to incrc:t.1~~c: ·cuv J_u._ • ., 

Hell, it'~; 

quc :; t-ion. 
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1 r • • • c (~C.1 . n:1.t J. cu ;;. 

I 'w not <1~:J~in9 you t .o be 1x1ticn.t ; l ' rn .::i~,;Lin9 you i.:.o 

use, your imri:1d.cr:cc t CJ 11:.:11-:c.:; ~;u i ~ c thi~; d:Lf.i: i cnl'c proce s :", is 

\·1hcn it rcLn:cri: ; :[rorn its rcc:co;s. 
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o_t the 

The ~;c p:co:C cs s ion<:1 l rni '-; ._: !. c::: '~n .::1nc1 c 1 c~vcr lcmg·- L c~rrn 

We will not subsJ.dizc b~si~0sscs ut th2 expense 

Our pol icy v:i 11 b e to 

f ra udt: l en L 01H.::; . 



rni:i t. . , 
~·l~L~ll to cnl::c:.-c 

V r' C • 
..l. t.__. L.. I thee:: i.'> 110 (.itte: ::: i::..J on that hunc1rcdo.; 0£ 

they i 1avc no o cL::.~:- choice. 'l'h<~y a.c:-c ~;:i rnply trying to help 

thc-ir families stay 0 ·,·c-:·n. 

Tl . 1 l . ., ' u.::; 1as rc.su .. l.e;\ , J.ll cultt1i.·a 1 

cos Ls. It h<1s ct;t: c\o'.:·.n on t11c; in~~ j;1;2cy of family life by 

r~dnc:in9 lei.c;ln-c.! t.i_rtl:.'. for fa;;·1i.J.y cict:i_ -,_.itics . 

pcop1c it has lcc1 t .o :l_r J:in~i r: of fru~;[Ji:J t:ion and Clci1::.)r<1li:/.a:- :i on 

T: .. 11 c1 I 

thc:i r taxc~;. 

It \·JiJ l rc:;;ult iH cco11o;nicc ~p~ 0\.,1tl 1 <~ nc'l tLc 
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l ii!>t•: _io'.i.-:, b<'l:.lc':J~ 11rnduct . ., , 

ycn.1
. CZU\ tl c:ducl mm~L<_J .:''JC.' :inl.c:.rcc.;t \·.ih·i.cl1 cr1c:our,1s;cs lJ c ,,1 c.J.-n1c . i· :- ;J-Ji.1> , 

v:o:cJ:.: ; ot bcllc~volc·lC('. 

the [u t .UTC. 

\"'c l J --1.k-' in~r ;::me! j u}J~;. 

a co:.>t of do.it!<) bu;;_i_nr.::;;_; . 

'l'lie Ll1ird ~;Lcp .i.i1 my plan \•!ill b e~ to lc.';scn govc:cn~rtont. 

9ov . ':t:J li i1C.'.i 1 :~ l."Ctjll l c.1t .. i 0 11, c lj 111i11:1 i.:in<.J n ee·,·! .-l c : ;~; a iid c:~:cr·::~ :.~ i_-.,r..;ly 

.Bllt \·:11 i.lo '.!(:' z.1ct: ·Lo rc·du.cc 

Our fooc1 \'li.Jl rcrna:i11 f;a:fe 

to cat ; our mcdicin(' \·.'i .l.L cure <n1c.1 nCJt c e:n1sc c1L~~e<t~>E: ; our 

proJucb; \·rill not U1rcY. Lcn ou.i:- live~;. 

JJowcvc~ r , \·'n H.i.:l 1 rvv.i.c\v a .l l oJ.d rc~1u1a tion::; and keep 

\".'(: \·1 ill l ook at. 
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11 :i I J ; . .l ( ~ : l !. I ! , ! 1_ .1 () : ~ : .) > 

L: .· · : : . , ' : l:; , ·-) n 

p .1· ( ~\' .i di..'. 

con ,...,c:-.:l· :io11 \,1itl1 C>~t .r c~irni. 1idl .. ic.i 1 o.!~ Fvdc1:al dc:E:icit~>, v:0 can 

c1ol J;u-. 

If you \·1ant:. rnc):.~ L! of 

l I you \'.'ant. l!flt. c: pro~] uc Liv _i_ t .y, you 

If you \ -'ant ·Lo ~;top 9o:i11~i :i11to ckbc., you 

Since the: c:11· J y l_ lJ(,(J~;, t]1( ~ Fc~dc::c::t.·1 Guvonrn!c;nt Jlil~:> 

foJlc.'\'JCd po.l.ic:ic;s bit::r .-·\ on the h o1_1c.- t"11<1t \·:c-' could "fine 

-Lun e " onr \vay ouL. o:L :i. !1fl<1l:ion and rn1e.:;:tplc,yrn(;J1L. 

more Jl::Jncy. I tlii nk cut:t inq 
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f i~lli ~ ' t] 

our \·Jcillth. 

, ' ' cl (: ( ~ :i. ~ : j () ! ) :-. : .. 

: l , ,· . ' ~ ' ' ::' ,:_: 1.·n. I. l 

' . l J '.•!n:LC; 1 ta ;.,c; 

the 0ooc1 fortui:C of otl1c-~r~:; rnu1tipLi.cc1 UH:ir m·n.1." 

iL differently. J-' r • -·· it. to f avor the fc_;1,.i while is_i110rin~r 

run out '->f con-Lrc;J.. 

no lo11~5cr have t;~at Ju: :u r y. 

to U1c yc'-l1_· l 9 6 CJ . 

since then . 

Since~ 19GO c~u~ ~;ovc:rnmc:nL OU3-' 

by 
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.J.0",/'..:1· p:u)J'.l( .: t :i . . ·ity, r' Lc·i 1.:t:1cu_, ·, t:r ·oJ1('d c;~: ) vc rnrnc_:n l:. ~Jr01:1L l1 h: tv-:.: 

\·Jc 
. . , 
l.(J. \ ·."! '°" . ~- \'! :i. 11 

\-Jc; 1v.i.ll n nL:t.:sh tllc cncr~;y anc1 c;c.:niu~_; 

in coop c:: :r~dtJcin. 

fro1:.1 Lh c.· people. 

We \•7.i..ll do !":o 

lie· fJJ , itcc t c d. 



) 
- ---- ---------

The current economic malaise is not a result of tens of thousands 

of businessmen across the country, each making poor business decisions. 

No, government itself must take responsibility for this situation. And 

only changes in government and government policy is going to make things 

better. 

There has been considerable discussion as to what label best 

describes our current economic plight. Some of my advisors urged 

me to declare an "economic emergency" while others counseled use of the 

word ''urgency". Whatever label one puts on it, undoubtedly America is 

in economic trouble and things are not going to get better unless 

we act and act quickly. 

I don't have to tell you how bad things are. Many of you have 

been touched personally by the economic tragedy ravaging America. 

The inflaztion rate has destroyed the dreams of millions of older 

Americans who diligently saved money in their productive years 

in order to live with dign i ty later on. Long periods of unemp loyment 

has led to drinking , divorce and d e s pair for many who otherwise 

would be living happy and productive lives. Those just entering the 

job market are finding their opportunities limited when compared what 

was available to people just a few short years a go. 

Make no mistake about it: the merican people are experiencing 

an actual decline in their standard o f living . Familie s who once 

a te roasts now find themselves chang ing thei r diet to less expensive 

foods. Eating dinne r out has for many become a memory of for me r good 

t i me s. 



Simply stating the current levels of inflation and unemployment 

is not enough to explain our predicament. We are now suffering the 

economic consequences of long standing high levels of inflation. In 

reality, the nation has had unacceptably high levels of inflation for 

almost a decade. The economic quagmire we now face has been building 

for years and we are not going to rid ourselves of it overnight--but 

we must begin. 

While many federal programs are themselves counterproductive, 

the method used to finance them has proved devastating. The government 

has been borrowing money for the last decade to the tune of 

billion dollars. That's right, we've been living on borrowed 

money and the political leaders of this country have been acting as 

if the day of reconing would never come. We'll the day of reconing 

is here. 

Back on the American frontier, families would experience hard 

winters b~t one thing they would never do is eat the se~they 
h a d set aside to plant in the spring. ~ §eed grain is much like 

money used by business to invest i n new plants and equipment. It c a n 

be consumed right away or it can be invested in ways which will 

produce in the future. Unfortunately, for the last decade we've been 

eating our economic seed grain.It has got to stop or by the ne xt 

d e cade the greatne ss of the America n economy will b e a dista nt memory. 

***Today research and development --the true seed grain of progress--
,:.,./'-. tr"""'~€ 

is at its lowest point~can business has not bee n investing 

new plants and equipment, which are the means of employing future 

g e nerations. And whi le r esearch and development,aand industr ial 
-1-<Ax-e s c.._,.e \..t.f. . 

inve stme nt a re down---w.aa±:~ ie;; t~ . - Wildt' s l:il:~ i B government 
··~ ... P. -::. 

mandated spendin~Wfiat's ~~ ~~ money spent on filling out government 
lSl4f>. .._~o.,~ 

formsv What has been happening is"'the government mandated eating 

o f America' s industrial see d gain. 



Over ~he years the American people have bill of 
p;;,1,l-•ci-""'r °"e"" ~ ~einv1iic.e..cl 

goods b~the oldest trick in the book.L-p;j~:t:.e~~ii'r!;;::=;:~~~e€d 

~ they could have something-for-nothing. ~,lt~z n 2 e were told , 
c. -=>'-' { ~ 

1'1!1!1 •te:!!!89ll!i1 11il-.il•1 ljll@e lo ca 1 programs ') · I J f be financed with " f eder a 1" 

money. Unfortunately, the federal money is actually local money 

which is taken and then returned--minus a federal holding charge, 

of course. 

Then there was the biggest scam of all. The public was told 

that programs could be financed by~axing business. This ploy was 

particularly successful because it played on two human frailties: 

greed and envy. 

Nevertheless, it did not , and can not, work. Business taxes are 

simply passed on to the customers in the form of higher prices or they 

are taken from money allocated for research and investment, which forces 

future generations to pay with lower standards of living. 

In short, over the last 25 years the public has been conned into 

supporting government spending programs thinking they were going to get 

something free or someone else was going to pay. Now, with record high 

inflation and jobs dissappearing because business is near bankruptcy, the 

American people must face reality--youknever going to get something 

for nothing. The economic woes of today are the price we are paying 

for yesterday's folly. 
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