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· ECO:·:o:-:IC SPEECH 

During the past t~o ~2eks -- a ti~e of national joy 

when we v.·elcomed home 5 2 irr.pr i saned J._,-r,er icans -- other 

events, far less happy, have been taking place here in 

Washington. 

It is my duty tonight to report to you on those 

events, events which, I must tell you, I consider grave 

and disturbing. 

Within hours of taking office on January 20th, I 

began issuing a series of directives that included a 

freeze on Federal hiring, a 15% cutback in Federal travel, 

a is% cutback on consultants contracts, a complete halt on 

the procurement of equipment for Federal offices - - even 

a ban on office redecorating by senior government officials. 

I announced the formation of a task force on 

regulatory relief under Vice President Bush. Its instructions? 

To cut away the thicket of irrational and senseless Federal 

regulations that have discouraged productivity and stifled 

the economy. 

Similarly, within days of the Inaugural ceremonies, 

the inspectors general of all major Federal departments 

were dismissed. We are looking now for replacements --

officials who will serve as point men · in the .war-~on waste 



~nrel0nting national scand~l. 

Even larger scale cutbacks in Federal spending are 

now the subject of intensive conference s het~een the 

Director of the Office of ~anagement and Budget and 

Cabinet heads --- I am a1..:aiting their recoilt.T'lendations. 

As you know, I also ordered an end to price controls 

on oil production and marketiQg in the United States -- a 

step, which whateve r its temporary or political consequences, 

will ultimately stimulate domestic oil production, promote 

conservation and help end our dependence on foreign oil. 

Last week I also ordered a 60 day freeze on all pending 

federal regulations; and, finally, I announced the 

termination of wage and price guidelines administered by 

the Council of Wage and Price Stability as well as a major 

cutback in the size and budget of £hat agency. 

Taking these actions this early in office obviously 

required considerable planning and direction during our 

transition phase. 
............... .,/ 

But our purpose 'a:nB to set a brisk though 

not frantic pase for a new administration; and to impart 

to our nation especially to the bureaucracy here in 

Washington our own sense of urgency about our economic 

troubles. 

These steps were also intended to begin redee ming our 

pledges to the American people: a pledge to nake governnent 



national prosperity. 

In 1 ight of the inforDa tio!l ~·Jc i-..a ve recei vcd during 

r e cent \·.-eeks about the national goverrnnent' s finances, 

these actions can 1::;e called well--advised perhaps even 
J 

fortuitous. 

But I wish I could say to you tonight that these 

steps by themselves will be enough to set us on the road 

to economic recovery. I cannot do so. 

My fellow An1er icans, it is my duty to r e port to you 

tonight that the federal budget is badly out of control; 

that in both fiscal 1981 and 1982 we are faced with runaway 

deficits, that estimates of Fede ral spending for both of 

these years have continued to cliob ·-- indeed within this 

last year alone these esti~ates have increased by more than 

$100 billion. 

To illustrate the legacy of fiscal choas the current 

administration has inherited, let me give you a chronology 

of official projections for the 1981 budge t. 

When the first budget estimate was made last March 

by Office of Management and Budget; the former administration 

projected a $16.5 billion ~plus. Four months later, that 

surplus turned into a deficit of $29.8 billion. Six months 

after that, it went to a $55.2 billion deficit. And now 



~·:e lc~~ncd t~~t ~~at dsficit ~ill a~)co2~~ 

bil~ion -- the l-3.r<;est e·v·2r in ::istory. 

I am afriad the story is much the sa~e for the 1982 

budg~t. That deficit was supposed to be $27.5 billion -·-

I m~st tell you: the real figure is close to double that. 

In a short time, runaway deficits will bring the 

total national debt to an incredible $1 trillio~. 

This year we are going to pay 30 billion in inte~st 

alone on that debt. $80 billion in interest payments! 

80 billion was enough money to . run the entire governsent 

for most of the years Dwight Eisenhower was president. 

We know of course that this kind of fe$deral spending 

and the~e runaway deficits could mean a r e p e at of last 

year: high interest rates, double digit inflation , un-

employment, stifled productivity, a cutback in housing 

sta~i"s, threats to the stability of major businesses and 

lending institutions. 

It is no wonder that the stock market is down, the 

banks are worried, business is discouraged. The unskilled 

can't get a job, the young can't buy a home and working men 

and women can't get ahead. 

Only a few weeks ago, we learned that the consumer 

price index rose again. Within the last two years, food 

prices went up 10%. And during the last three years, we 

suffered the worst inflation since World War I. 



p~11iti~e tax system and its heavy regulatory burden will 

continue stifling t~e economic initiatives of both in­

ci'Jiduals and busin~sses. iu1d, if left unchecked, all 

of this will crush any chance for economic recovery in 

the im~ediate future. 

Before ~e look into the root causes of these ominous 

trends, \\·e must understand :1ow ,<l-eet_:-ly- :irnbedded they are 

in our economy -- and yet how quickly they have worsened 

in recent years. 

In the early 1~60's, AS THIS GRAPH SHOl·:s (GRAPH I), 

inflation averaged only 1 per cent a year. Today after 

steady, twenty year climb, (ARROW MOVES UP CHART) inflation 

is averaging 10% per year. 

You and I know that inflation means much more than 

this rising line on a graph and its tremendous impact on 

the purchasing power of the dollar is CLEARLY SHOWN HERE. 

(SHOW GRAPH II) The dollar you earned or spent in 1960 

(ARROW POINTS TO 1960) can today purchase only 38 cents 

worth of goods or services. (ARROh' POINTS TO 1980) 

(SHOW GRAPH III) In 1960, it took 25% of your family 

incc;.~e to buy a home. (ARROW POINTS TO 1960 DOLLAR) Ten 

years later, it took 27%. (ARROW POINTS TO 1970 DOLLAR) But 

today it takes 42% of your family income to purchase a 

home. (ARROW POINTS TO 1980 DOLLAR) 



-----

In 1')71, 

it ':oc'~ slir:;;itly r.,ore thu.n 35 ~~.on'c:hs to J?ay for c.n .:,,__,t0;:-,cbile. 

(A??OW ?DINTS TO 1971) Today it takes nearly 44 ~onths. 

(A~ROW POINTS TO 1980) Almost a 10 month rise in as lliany 

years. (AR::\OW ACROSS LENGTH OF GRAPH) 

ive all know when this kinds of inflation occurs, 

banks and lending institutions -- in order to keep up with 

inflati~-~Jst ask for higher interest rates ~hen they make 

loans. 

Here (SHOW CHART V) is an illustration of how steadily 

mortage interest rates have gone up since 1965 -- (ARROW 

MOVES FROM 1965 to 1980) this graph also shows how dramatic 

this rise has been in the last year. (A ARROW MOVES BETWEEN 

19 7 9 to 1 9 8 0 ) 

But when banks and lending institutions ask for higher 

interest on loans businesses which provide jobs and in-

comes for all of us must struggle even harder to find the 

capital it needs to reinvest or even s~rvive. Here (SHOW 

CHART VI) measured in dollars terms, is the upward trend of 

business failures in the last 20 years. (ARROW MOVES 

UPWARD ON GRAPH) 

As we have seen, the expansion of inflation, thefeducti 

in the purchasing power of your dollar, the rise in mortage 

rates and business failures all have been steady trends 

during the last twenty years. 



last th!:"ce years the trend that is principally 

res~onsible for the problems ~e have just seen. That 

steady trend has been the grow~h of government. A 

growth of government that has imposed the burden of 

runaway deficits, excessive regulation and punitive taxes 

on our economy. 

In 1960, government consumed 18~% of uur national 

production. Last year, it took 23%. HERE (SEO'i'l' GRAPH 

VI) IS A~J ILLUSTRATION OF THE growth of governraent during 

the past two decades. In 1960, government was spending 

almost $1,900 (ARROW POINTS TO 1960) per family -- by 

1980 - although the average family is no better off 

the government is spending an incredible $7,800 per family. 

(AR~OW POINTS TO $7,800) 

All of this spending has accomplished three things: 

First, it has caused the huge federal deficits which 

trigger inflation. (SHO~ REVISED CHART VIII) This chart 

shows the steady rise in deficits fro.IT\ 1970. (ARROW MOVES 

UP THE CHART.) 

This enormous increase in federal deficits has imposed 

a greater and greater burden on the average family. From 

1960 (ARROW POINTS TO 1960} the federal debt has risen 

from $4000 per household (ARROWS POINT TO $4.000) to 
' -



SE::cond, t:1e <Jrowt'.1 of govern:Je:it h.:!s sent the nu::,ber 

of federal regulations skyrocketing. 

(SHOW REVISED CHART X) As you can see, 40 years 

ago, the federal regulatory burden was light now look 

at the steady climb upward of federal regulations 

regulations im?osed on nearly every aspect of our economic 

lives. (ARROW MOVES FROM TOP OF THE 1940 EAR TO THE TOP 

OF TEE 1980 BAR.) 

There is one final burden im~osed this growth of 

government that is the one burden I do not need to 

stress to you tonight. That is the burden you struggle 

,with every April at income tax time, the burden of federal 

taxes. 

In 1960, you were paying almost 11¢ on every dollar 

you earned to the federal government (SHOW GRAPH XI) 

now you are paying nearly 18¢. Another way of looking 

at this: ~eaay in 1960 an average family of four earned 

enough income by February 8 to pay its federal tax bill. 

In 1980, the average family of four has to work a month 

longer to pay its tax bill. (NO CHART) . 

Here, we can see a dramatic illustration of the 

increasing burden of federal taxes on your family (SHOW 

CHART XII) In 1965, that burden was just under $1,500 

(ARROW POINTS TO $1,500) -- today that burden is nearly 



S6,0'.JO. 

B:.it the fcc':e:cal sover::-:rnent h.3.s not o nly ru.ised ta:·:.-:= s 

in t!1e obvious ~·.'ays during the last t'.~o decades -·- it 

also has iill.;?osed a hidd ~m tax on every fa.mi ly. Let me 

explain. 

If you earn $10,000 in 1960, you would have to 

earn $16,00~~oday just to stay even with inflation. 
1) 

However, in 1960 you were only paying 12~"of your $10,000 

in income taxes. But today if you are earning $16,000 

you are also in a high~r income tax 

paying 18%\.~f your $16:000 income. 

bracket and you are 

, you 

This is what economists refer to when they talk 

about bracket c·reep --- this bracket creep, ~ th is 

hidden tax, has added $ bill i on to the federal 

treasury during the past twenty years. And yet even with 

all this hidden revenue federal government has not been 

able to control its deficits. 

This brief statistical survey of economic trends 

does not of course do justice to the impact of high in~ 

flation, taxes, interest rates and unemployment on the 

lives of the American people. 

You and I know the simple facts: 

the real value of the weekly take-home check is 

roughly what it was 20 years ago. Government-fueled 



i;,flat~o:1 .:.:!d t3.:-:c.:s ;-'.:·,·2 ":".=oac_·_; -... -ipc=.::l. c.·.:c..y t;-.e frG.its 0f« 

~·our ·.~·ork, .3 J. ?i~1s s c.nc sc.craf ice during t·.~·o decaces. 

-- A dollar su.v~~ in 196'.) is 1.·:orth 18% less today. 

_?Ul of us have e]_derly friencs Gr relatives •,,·ho rely on 

savings or fixed incorr:ss to live -- \·:e know the kind of~ 
devastation that government excess has brought. to their I 

I 

lives. 

-- Business is staggering under the weight of 

goverr.ment regulations and taxes. To cite one exasple: 

government regulation has added $666 to the cost of 

the average automocile. Business must add these hidden 

costs to the price of its services and goods in order to 

survive. And even then -- as those of you listening to-

night who work in Chrysler assembly lines k~ow -- many· 

busines:;es still have trouble :tnaking ends meet. And h'ho 

can estimate the loss to our economy of potential E~isons 

or Fords who were discouraged by government from trying to 

develop industrial or technological breakthroughs -~ break-

throughs that would have meant better lives for all of us. 

-- .And finally we have seen a sad, steady rise in 

unemployment, In a year, it has grown from 6% to 7 and 

one-half per cent. Among young people, who badly need. 

that first job to learn economic skills unemployment fluc t -

uates between 16% and 18%. Among minority youths .. ~he ·irate 



is :-.~a.rly r:oubled. In sc;~2 cities, i.: :-.,~~:-'.ploy2.::nt '.:as 

re,""..c'.:<::d C::epres sion levels. l·.nd I \·:a:-it those of you with 

w!10171 I visited last fall during our country's election 

ca~paign -- in cities like Ko~cmo, Indiana and Flint, 

~1ichigan where the unemployment rate is at depression 
.} ~'~ ...._..: r. 

levels - - ~this administration has not lost its concern 

or its committment to get you and other Arrlericans back 

to work. 

And yet we must not tonight make the mistake of just 

discussing the economic discomfort these developments 

have brought into our lives. For the impact of our economic 

troubles goes far beyond material hardship. 

Let us look for example at the impact of a high in-

flation rate and a discriminatory tax system on the 

stability of the family. Because the tax system with its 

heavily increasing progressive rates, discrinates against 

one agressive bread winner, many women, who would not 

ordinarily choose a career, have had to go to work just 

to help their families stay even. When the burden of in-

f lation is added, what transpires is two half-hearted 

participants in the !~bor market working harder than ever 

just to insure their families a decent standard of living. 

This has cut down on the intimacy of family life, by 

reducing leisure time for family activities. Among working 



- ---- -"---

p 2o?le, it ~~s led to fecl~~gs of frustration and ~c-

moralization -- even rage and exha~stion. In my cpinion, 

these develo?nents are in great ~casure responsible for 

the serious rise we have seen in family instability and 

unhc.9piness. 

Among lmver income groups, this situation is even 

more aggravated. The growth of government programs that 

promote dependency and the shrinking of real economic 

the government bureaucrat, to the politician -- to the 

to ·~ 
opportunity for many minority groups has created a new 

kind of servitude -- a servitude to the social worker, 

power of the state itself. And finally, middle-class 

and upper income families, whose willingness to risk in- ~ 

\~ 
vestment on new ventures is the cutting edge of the economy, ~ 

are so burdened by taxes and ·inflation they seek speculative 

shelters like gold
1
silver or real estate rather than re-

investment of 
. ·-..... ~i.y.L ';: ..• ,·.,1y . . 

their econorruc--resource-s in a dynamic economy. 

When the family is weakened, when too many lower in-

come groups become wards of the state, when potential in-

vestors and entrepneurs are J·) hearte~ed 
from taking risks -- this weakens not just the economy but 

our society -- our civilization -- as a whole. 

History is filled -- from the Roman Empire to the 

Weimar Epublic -- with examples of the havoc that follows 

(1 
\1 

1\.1 

\ 



en 

exc2sses of gover~~ent. 

These problor:is built up over a long period cf 

time -- are gra~e. As we have seen; they already have 

had serious cons2quences for our society. Some may ask 

how it is possible to be optimistic -- and I am optimistic 

that we can in the forseeable future return to prosper~ty. 

In order to understand why there is -- despite all 

the bad news -- room for real hope, we have to comprehend 

how one of the root ca~ses of o~r economic difficulties 

has changed for the ~etter. 

During recent decades, the increasing fascination 

with statistics and the ability to store large amounts 

of information in comp~ters led many economists, like many 

other social scientists, to state what the7 knew in terms 

of numbers or quantities. Economists regularly used 

statistics and aggregate numbers to mea3ure our national 

wealth and examine how it is distributed throughout our 

society. This emphasis on goods and services that the public 

"demands" and then consumes is known as "demand -- side 

. " economics. 

You can see how this emphasis on measuring present 

goods and services -- wealth already accumulated and 

achieveUea many economists to take this wealth for granted 

-- even to begin prescribing ways in which the government 



- - - -L 

- I 

t ·, 

Ho-.·:E:ver, this focus on a large statistical picture 

also obscured reality in a~other way. We all know that 

no mathe~atical or statistical nodel can ever truly r~~ 
\ 

present the comDlexity and interplay of millions of 

economic transactions that take place everyday between 

individuals and between businesses. Yet it is in these 

transactions -- the worker who earns a pay raise for 
- ... , . . 
1 ' \ ... ·\ 1 

~orking harder than his colleagues, the businessman 
\?_)7 . 7,L~'.•. 10!_;-I 

develops a better product or~heap~r -way to deliver a 
' i 

service than his ccGpetitors these activities actually 

"supply" the wealth in our economy. 

This is called "supply-side" economics economics 

that appreciates t he cibvious: ~ealth is created for all 

of us only when those who work harder or take more risks 

in the marketplace receive greater rewards. 

This is the genuis of our economic system -- as 

Walter Lippman observed more than 40 years ago: for the 

first time in history an economic system gave men a "way 

of producing wealth in which the good fortune of others 

multiplied their own." 

What is encouraging is· that for the first time in a 

long while economists have stopped recommending that government 



1 ~ z:sc :j.Itl; ·_:1 

spendir.g only consmnes we<J.lth and by doing so discourages 

the hard ~ork, personal initiatives and risk taking that 

"supplys" T.veal th to our econori.y. 

One economist at Harvard, for example, has recently 
( 

noted that a business, like an army or even a football 

tea~, can have roughly the sase rescurces as a coRpetitor 

and yet co~stantly outperform~ that ccmpetitor. The 

economist attributes this higher performance to an in-

definable x factor -- a spirit that motivates and achieve~. 
\ 

Well our economy has a similar x factor -- an x facto~ 
\ 

that economists have ignored and government has been-·a.t.-

tempting to _stifle .in-rece~t yeara. That x factor is the 

spirit of creativity and personal initiative among workers 

and businessmen that creates our national wealth. 

That is why we must seek again to increase our national 
We. M-11~t Y'n ot ht 

wealth by rewarding hard work and risk taking. ~--a-

o larger economic pie
1

so we can offer more people a larger 

7. I, 11 re./ 
~of that pie. 

To do this we cannot hesitate or dally. We must 

end excessive government spending, taxation, and regulation. 

We must reduce spending and· cut taxes simultaneously. 

To put it simply: our program is INSERT WIDENBAUM. 



- _ ____ __,_ 

~id the public -- t~~po~ary vers~s perm~~e~t eebt ~eiling. 

We ~ust engage in so~e plain talk -- this means 

those of us in public life must ta~e political risks just 

as an ent~ep2nuer takes business risks. \\Te must work with 

hope, ~e must thrive on our faith in the future. A George 

Gilder, one of the ne~v s1..ipply side econo=nists vlho has 

developed many of the concepts I have discussed tonight, 

said in his recent book 1·1eal th and Poverty, "The venturer 

who awaits the ernergenbe of a safe market, the tax-cutter 

who demands full assurance of new revenue, the leader who 

seeks a settled public opinion, all will always act too 

timidly and too late." 

I do not intend to act timidly or too late. I ask 

you tonight for your support for a ne w economic program 

for America. A program that will return our country to 

prosperity, recapture our spirit of enterprise and restore 

our faith in the future. 

For in this f aith in the future I trust is not just 

the foundation of our economic system but of our society 

and of our civilization. 

Let it be clear we do not seek to extend economic 

freedom for purposes of greed or simply because~it~adds--
'' "'J ,,... ~-"-.. . / 

to~our material wealth. We seek to extend our economic 



~~- - _L__ 

frcedo2s. ~ost of us exercise our right t o vote perhaps 

once or t~ice a yea~ -- but each day, in ~any different 

>-:ays, all 

must never 
lJ" t~ /.,..A-'j '?:~ reward~£ hard work and personal initiative. 

All of this, of course, is merely to restate a wisdom 

well know to the Americans who fo r med this nation -- a 

wisdom that has been lost - - but a wisdom that today, I 

believe is quickly being recovered. As Thomas Jefferson 

wrote: 

~ \ 
Government that leaves men f r e e to de termine the ir 

""'"~" 
own etc. and does not take away from l-a-bor the fruits 

of its labors - - this is ·the sum of good g6vernment. ~ 

_.. ,, I : 

!./._.,~J. 

(' ............ 
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. ECO:\O:,nc SPEECH 

During the past two ~eeks -- a time of national joy 

when we welcomed home 52 imprisoned J..__,"T1ericans -· other 

events, far less happy, have been taking place here in 

h7ashington. 

It is my duty tonight to report to you on those 

events, events which, I must tell you, I consider grave 

and disturbing. 

Within hours of taking office on January 20th, I 

ce9an issuing a series of directives that included a 

freeze on Federal hiring, a 15% cutback in Federal travel, 

a 15% cutback on consultants contracts, a complete halt on 

the procureme nt of equip~ent for Fe~e ral offices -- eve n 

a ban on office redecorating by senior government officials. 

I announced the formation of a task force on 

regulatory relief under Vice President Bush. Its instructions? 

To cut away the thicket of irrational and senseless Federal 

regulations that have discouraged productivity and stifled 

the economy. 

Similarly, within days of the Inaugural ceremonies, 

the inspectors general of all major Federal departments 

were dismisse d. We are looking now for r ep lacements --

o f ficials who will serve as point men · in the .war ·Jon wa s t e 



,) 0 

c: .1'J fr:::.11d in the sovcr;;~ -. ::::nt, a problt: m I have called an 

unrel e nting national scandal. 

Even larger scale cutbacks in Federal spending are 

now the subject of intensive conferences between the 

Director of the Off ice of ~anagement and Budget and 

Cabinet heads --- I am awaiting their reconw.iendations. 

As you know, I also ordered an end to price controls 

on oil production and marketing in the United States -- a 

step, which whatever its temporary or political consequences, 

will ultimately stimulate domestic oil production, promote 

conservation and help end our dependence on foreign oil. 

Last ~eek I also ordered a 60 day freeze on all pending 

federal regulations; and, finally, I announced the 

termination of wage and price guideline s administered by 

the Counci 1 of i;-;age and Price S '::a bi 1 i ty 2s 1·;el 1 as a major 

cutback in the size and budget of fhat agency. 

Taking these actions this early in office obviously 

required considerable planning and direction during our 

transition phase. ""-""'"'/ But our purpose anB. to set a brisk though 

not frantic pase for a n e w aQministration; and to impart 

to our nation especially to the bureaucracy here in 

Washington our own sense of urgency about our economic 

troubles. 

These steps were also intended to begin redeeming our 

pledges to the American people: a pledge to nake govern;:-.ent 



1 . . ' . . 
i .,_,-e ·.·:J. ln El its ::-000.ns, a pledge to stop the drain 

econo~y by the public sector, a ple~ge to recover our 

national prosperity. 

In light of the infor~ation we ~ave received during 

recent ~eeks about the national government's finances, 

these actions can :;e called well·-advised perhaps even 
J 

fortuitous. 

But I wish I could say to you tonight that these 

steps by themselves will be enough to set us on the road 

to economic recovery. I cannot do so. 

My fellow Ar'7lericans, it is my duty to report to you 

tonight that the federal budget is badly out of control; 

that in bath fiscal 1981 and 1982 we are faced with runaway 

deficits, that estimates of Federal spending for both of 

these years have continued to cli:-:ib _:_ indeed within this 

last year alone these esti~ates have increased by more than 

$100 billion. 

To illustrate the legacy of fiscal choas the current 

administration has i~herited, let me give you a chronology 

of official projections for the 1981 budget. 

When the first budget estimate was made last March 

by Office of Management and Budget; the former administration 

projected a $16.5 billion surplus. Four months later, that 

surplus turned into a deficit of $29.8 billion. Six months 

after that, it went to a $55.2 billion deficit. And now 



~c h~vc lcarn2d t~at ~~at deficit ~ill ap)ro2c~ $80 

billion -- the larsest ev2r in ~istory. 

I 2m afriad the story is much the sa~e for the 1982 

budget. That deficit was su?posed to be $27.5 billion -­

I must tell you: the real figure is close to double that. 

In a short time, runaway deficits will bring the 

total national debt to an incredible $1 trillion. 

This year we are going to pay 30 billion in inte~st 

alone on that debt. $80 billion in interest payments! 

80 billion was enough money to run the entire govern~ent 

for most of the years Dwight Ei s2n~ower was president. 

We know of course that this kind of fe~deral spending 

and these runaway deficits could mean a repeat of last 

year: high interest rates, double digit inflation , un-

employment , stifled product ivi ty , a Cutback in housing 

statirs, t hreats to the stability of major businesses and 

lending institutions. 

It is no wo nder that the stock market is down, the 

banks are worried, business is discouraged. The un ski lled 

can't get a job, the young can't buy a home and working men 

and wome n can't get ahead. 

Only a few weeks ago, we learned that the consu."T!er 

price index rose again. Within the last two years, food 

prices went up 10%. And during the last three years, we 

suffered the worst inflation since \·;orld Kar I. 
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~:-,c:e ·=2\·0J or:-~ -·?nts -- COi.2[-Jl<::d with the gove:cr.r;,ent' s 

~:·.rni~ive tc.x syste;n and its :heavy regulatory burden will 

continue stifling tte economic initiatives of both in-

~ividuals and businesses. lilld, if left unchecked, all 

of this will crush any chance for economic recovery in 

the ir.~ediate future. 

Before ~e look into the root causes of these ominous 

trends, we must understand how deeply irnbedded they are 

in our economy -- and yet how quickly they have worsened 

in recent years. 

In the early 1~60's, AS '.i'HIS GRAPH SHrn•'S (GRAPH I)' 

inflation averaged only 1 per cent a year. Today after 

steady, twenty year climb, (ARROW MOVES UP CHART) inflation 

is averaging 10% per year. 

You and I know that inflation means much more than 

this rising line on a graph and its tremendous i~pact on 

the purchasing power of the dollar is CLEARLY SHOWN HERE. 

(SH OW GR.i\PH I I) The dollar you earned or spent in 1960 

(ARROW POINTS TO 1960) can today purchase only 38 cents 

worth of goods or services. (ARROW POINTS TO 1980) 

(SHOW GRAPH III) In 1960, it took 25% of your family 

incc:..~e to buy a home. (_i\RROW POINTS TO 1960 DOLLAR) Ten 

years later, it took 27%. (ARROW POINTS TO 1970 DOLLAR) But 

today it takes 42% of your family income to purchase a 

home. (ARROW POINTS TO 1980 DOLLAR) 
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Gr lhc :.~ J:;-·::-h2se of a car. (~ ;-:o~·; c;;:;_-.PH IV) In 1971, 

it took slightly ~ore than 35 ~cnths to pay for an automobile. 

(ARROW POINTS TO 1971) Today it takes nearly 44 IT.onths. 

(ARROW POINTS TO 1980) Almost a 10 month rise in as many 

years. (ARRO\v ACROSS LENGTH OF GRAPH) 

We all know when this kinds of inflation occurs, 

banks and lending institutions -- in order to keep up with 

inflati~~ust ask for higher interest rates v.:hen they make 

loans. 

Here (SHOW CHART V) is an illustration of how steadily 

mortage interest rates have gone up since 1965 (ARRrnv 

NOVES FROM 1965 to 1980) this graph also shows how d ramatic 

this rise has been in the last year. (A ARROW MOVES BETWEEN 

1979 to 1980) 

But whe n banks and l endi ng institutions ask f or higher 

interes t on loa ns businesses which provide jobs and in-

comes for all of us must struggle even harder to find the 

capital it needs to reinvest or e ven s urvive . Here (SHOW 

CHART VI) measured in dollars terms , is the upward trend of 

busiiless failures in the last 20 years. (ARROW MOVES 

CPh1ARD ON GRAPH) 

As we have seen, the expansion of inflation, thl~eduction 

in the purchasing power of your dollar, the rise in mortage 

rates and bu siness fa ilures all have been steady trends 

during the last twen ty years . 
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·.-~ell, tr.eore ~as one other :3tcady tre:!ld during the 

l a st three years the trend that is principally 

res~onsible for the problems we have just seen. That 

steady trend has been the growth of gcvernrnent. A 

growth of government that has imposed the burden of 

runaway deficits, excessive regulation and punitive taxes 

on our economy. 

In 1960, government consuroed 18~% of our national 

production. Last year, it took 23%. HERE ( SHO\'V' GRAPH 

VI) IS Al-J ILLUSTRA'l'ION OF THE gro'.·1th of government curing 

the past two decades. In 1960, government was spending 

almost $1,900 (ARROW POINTS TO 1960) per fami ly -- by 

1980 - although the average family is no better off 

the government is spending an incredible $7,800 per family. 

(AR~OW POINTS TO $7,800) 

All of this spending has accomplished three things: 

First, it has caused the huge federal deficits which 

trigger inflation. (SHOW REVISED CHART VIII) This char t 

shows the steady rise in d2ficits fro~ 1970. (ARROW MOVES 

UP THE CHART.) 

This enormous increase in federal deficits has imposed 

a greater and greate r burden on the average family. From 

1960 (ARROW POINTS TO 196~) the federal d e bt has risen 

from $4000 per house hold (ARROWS POINT TO $4.000) to 
! -
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!::scond, the growth of goverrn-;ient has sent the nu:11ber 

of federal regulations skyrocketing. 

(SHOW REVISED CHART X) As you can see, 40 years 

ago, _the federal regulatory burden was light now look 

at the steady climb upward of federal regulations 

regulations imposed on nearly every aspect of our economic 

lives. (ARROh' MOVES FROM TOP OF THE 19 4 0 :2AR TO THE TOP 

OF TEE 1980 BAR.) 

There is one final burden iDposed this growth of 

government that is the one burden I do not need to 

stress to you tonight. That is the burden you struggle 

with every April at income tax time, the burden of federal 

taxes. 

In 1960, you were paying almost 11¢ on every dollar 

you earned to the federal govern~ent ( SHO'i'i~ GRAPH XI) 

now you are paying nearly 18¢. Another Kay of looking 

at this: ~ociay in 1960 an average family of four earned 

enough income by February 8 to pay its federal tax bill. 

In 1980, the average family of four has to work a month 

longer to pay its tax bill. (NO CHART) . 

Here, we can see a dramatic illustration of the 

increasing burden of federal taxes on your family (SHOW 

CHART XII) In 1965, that ~urden was just under $1,500 

(ARROW POIN7S TO $1,500) -- today that burden is nearly 
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B'..lt the f cceral sover::-::--ent h2!s not only raised taxes 

in the obvious ways during the last t~o decades -- it 

also has imposed a hidden tax on every family. Let me 

explain. 

If you earn $10,000 in 1960, you would have to 

earn $16,000(~oday just to stay even with inflation. 
1) 

However, in 19EO you ~ere only paying 12~"of your $10,000 

in income taxes. But today if you are earning $16,000 

you are also in a higher income tax bracket and you are 

paying 18%\~f your $16:000 income. eas , you 

This is what economists refer to when they talk 

about bracket creep --- this bracket creep, :!<;.~-s th is 

hidden tax, has added $ billion'to the federal 

treasury during the past t~enty years. And yet even with 

all this hidden revenue federal government has not been 

able to control its deficits. 

This brief statistical survey of economic trends 

does not of course do justice to the impact of high in-

flation, taxes, interest rates and unemployment on the 

lives of the k~erican people. 

You and I know the si~ple ~acts: 

the real value of the weekly take-home check is 

roughly what it was 20 years ago. Government-fueled 
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~·our '-~·ork, ::;.:?. ving s e.::1.:: Ea era f ice during i:' . ..:o dee aces. 

-- A Collar SClV~ in 1960 is \.·:crth 18% less today. 

All of us have elderly friends er relatives ~ho rely on 

savings or fixed . ,_ incorr.es ._o 1 i ve -·· v:e kr:ow the kind of 

devastation that government excess has brought to their 

lives. 

-- Business is staggering under the ~eight of 

goverr.2ent regulations and taxes. To cite one exa~ple: 

government regulation has added $666 to the cost of 

the average automobile. Business must add these hidde n 

costs to the price of its services and soods in order to 

survive. And even then -- as those of you listening to-

night who work in Chrysler ass embly lines kriow - - many 

~usinesscs still have t roub:e ~akinq e nds meet. Prn d >-:ho 

can esti~ate the loss to our econo~y of potential Edisons 

or Fords who were discouraged by government from trying to 

develop i ndustrial or technolog ical breakthroughs -·- break-

t l1roughs t hat wou ld have r:iea:-it bett~r lives for a ll of us. 

-- And finally we have seen a s ad, steady !:'ise in 

une mployment , In a year, it has grown from 6% to 7 and 

on e -half per cent. Among yoi..lng people, who badly n e eC. 

that first job to 12arn eco~omic skills unemp~oyment fluct-

uates b 2tween 16% and 18%. .:.Bong minority youths the ·Tate 
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1s ~early ~oubled. 

rcac>::d (Jepression levels. ~nd I ~ant those of you vith 

whom I visited last fall during our country's election 

ca~paign -- in cities like Kokcmo, Indiana and Flint, 

Michigan where the unemployment rate is at depression 
). ~"'' u <d-1 

I.._ ' .. r.--:-
1 eve ls --~this administration has not lost its concern 

or its cornmittment to get you and other Afllericans back 

to work. 

And yet we must not tonight make the mistake of just 

discussing the economic discomfort these developments 

have brought into our lives. For the impact of our economic 

troubles goes far beyond material hardship. 

Let us look for example at the impact of a high in-· 

flation rate and a discriminatory tax system on the 

stability of the family. Because th~ tax system with its 

heavily increasing progressive rates, discrinates asainst 

one agressive bread winner, many women, who would not 

ordinarily choose a career, have had to go to work just 

to help their families stay even. \.;hen the burden of in~ 

f lation is added, what transpires is two half-hearted 

participants in the lubor market working harder than ever 

just to insure their families a decent standard of living. 

This has cut down on the intimacy of family life, by 

reducing leisure time for family activities. Among working 
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moralization -- even rage and exhaustion. In my opinion, 

these Cevelop~ents are in great seasure responsible for 

the serious rise we have seen in family instability and 

unhappi;,ess. 

h.rnong lmver income gro:Jps, this situation is even 

more aggravated. The growth of government progra~s that 

promote dependency and the shrinking of real economic 

opportunity for many minority groups has created a new 

kind of servitude -- a servitude to the social worker, to 

the government bureaucrat, to the politician -- to the 

power of the state itself. And finally, middle-class 

and upper income families, 0hose willingness to risk in-

vest~ent on new ventures is the cutting edg e of the economy, 

are s o burdened by ~axes a::id ·i n f lati~n they seek speculative 

shelters like goldJsilver or ~eal e stat e rather than re-
·-· -- V!... · -: · .· .-\ ··l , / 

inves tme nt of their econonic - res ou·rce-S in a dynamic economy. 

When the family is weakened, when too many lowe r in-

come groups bec ome wards of the state, wh e n potential in­

vestors and e ntrepne urs are disco~nd(~·)heartened 
from taking risks - - this weakens not just the e c onomy but 

our society -- our civilization - - as a whole. 

History is filled - - from the Roman Empire to the 

Weimar Epublic - - with exampl e s of the havoc that follows 
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excesses of go~ern~~nt. 

built up over a long period of 

time -- are grave. As we have seen; they already have 

had serious consequences for our society. Some may ask 

how it is possible to be optinistic -- and I am optimistic 

that we can in the forseeable future return to prosper~ty. 

In order to understand why there is -- despite all 

the bad news -- room for real hope, we have to comprehend 

how one of the root causes of o~r economic difficulties 

has changed for the ~etter. 

During recent decades, the increasing fascination 

with statistics and the ability to store large amounts 

of inforrr.ation in computers led r;-,any economists, like rr.any 

ot~er ~oci al scientists, t o state wh~t they knew in terns 

of numbers or quantities. Economists regularly used 

statistics and aggregate nu~bers to measure our national 

wealth and examine how it is distributed throughout our 

society. This emphasis en goods and services that the public 

"der:::ands" anc then consumes is known as "demand -- side 

economics." 

You can see how this emphasis on measuring present 

goods and services -- wealth already accumulated and 

achieveMea rr.any economists to take this wealth for gr~:Ited 
-- even to begin prescribing ways in which the governme nt 
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Ho· ... 'ever, this focus on a large sto.tistical picture 

also obscured reality in another way. He all k.now that 

no mathematical or statistical nodel can ever truly re-

present the complexity and interplay of millions of 

economic transactions that take place everyday between 

individuals and bet~een businesses. Yet it is in these 

transactions -- the worker who earns a pay raise for 
,·~,, ..... ,, 

~orking harder than his colleagues, the businessman who 
\.::.,',') .:,<., ·_ . .,i'-1/ 

develops a better product or •cheap~r -~ay to deliver a 

service than his co~petitors -- these activities a ctually 

"supply" the wealth in our economy. 

This is called "supply-side" economics economics 

t~a t appreciates t~e obvious: ~ealth is crea ted fo r all 

of us only Khen these who work harder or take more risks 

in the marketplace receive greater rewards. 

This is the genuis of our economic system -- as 

Kal ter Lipp~an observed more than 40 years ago: for the 

first time in history an economic system gave men a "way 

of producing weal t h in which the good fortune of others 

multiplied their own." 

vrnat is encouraging is· that for the first time in a 

long whil e economists have stopped recorr@ending that governse nt 
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i·::e:rica.n pe:ople toc~ay fully uncc::r::otc..nd -- tr.at c._;ove:rn::.1E:nt 

spendi~g only consumes wealth and by doing so discourages 

the hard ~ork, personal initiatives and risk taking that 

"suµplys" '.\1ealth to our economy. 

One econoir.ist at Harvard, for example, has recently 

noted that a business, like an army or even a football 

team, can have roughly the saGe re3curces as a co~petitor 

and yet constantly outperfor~~ that cccpetitor. The 

economist attributes this higher performance to an in-

definable x factor -- a spirit that motivates and achieves. 

Well our economy has a similar x factor -- an x factor 

that economists have ignored and government has been -· a.t.-

tempting to stifle in - rece~t yeara. That x factor is the 

spirit of creativity and personal initiative a~ong workers 

and businessmen that creates our national ~ealth. 

That is why we must seek again to increase 

wealth by rewarding hard work and risk taking. 

our national 
l.tv't r'V". v ~ t 'fr\~ ht 
~--a 

o larger economic pie
1

so we can offer more people a larger 

7 I,~'"--' 
~~~of that pie. 

To do this we cannot hesitate or dally. 

end excessive government spending, taxation, and regulation. 

1·~e must reduce spending a!ld. cut taxes sirnul taneously. 

To put it simply: our program is INSERT WIDENBAUM. 
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1,·e must engage in so:ne plain talk -- this means 

those of us in public life must take political risks just 

as an entrep2uuer ta~es business risks. ive must work with 

hope, ~e must thrive on our faith in the future. A George 

Gilder, one of the new supply side econo~ists who has 

developed many of the concepts I have discussed tonight, 

said in his recent book :;eal th and Poverty, "The venturer 

who awaits the ernergen~e of a safe market, the tax-cutter · 

who demands full assurance of new revenue, the leader who 

seeks a settled public opinion, all will al~ays act too 

timidly and too late." 

I do not intend to act timidly or too late. I ask 

you tonight f or your support for a n~w econo~ic prog ram 

for A,ller ica. A program that will return our country to 

prosperity, recapture our spirit of enterprise and restore 

our faith in the future. 

For in this faith in the future I trust is not just 

the foundation of our economic s yste m but of our society 

and of our civilization. 

Let it be clear we do not s e ek to extend economic 

fr e edom for purposes of gre~d or simply because_jt~adds­
. ~./ ..... " . ~ 

to, our material wealth. We s e ek to e xtend our economic 



. . J ..._""' . - • • 
frceco;.is. I·'.ost of us ezercise our right to vote pE:rhaps 

once or twice a yea~ -- but each cay, in ~any different 

ways, all of us exercise our economic freedom. And ~el 
C..1--~~~ \:_\JU'i f/e_{ )c:;Ct"l.f'( i'l ~··~~'"7 f;~ n 

must never forge~-E"F1ebcc~-c-t:--i-e~fthe right of property~ 
~ t&> 

/'~-'-'7 ?':'->~ reward~~ hard work and personal initiative. 

All of this, of course, is merely to restate a wisdom 

well know to the lilllericans who formed this nation -- a 

wi sdom t hat has b een lost -- but a wisdom that today, I 

believe is quickly beihg recovered. 

wrote: 
l· 
Government that leaves men fr ee 

As Thomas Jefferson 

\ 
\ to determine their , 

..... ~" 
own etc. and does not take away from 1--u-bor the fruits 

" of its labors --- t his is the sum of good government. 

. / . 


