SECTION

Objectives
e Analyze Reagan’s economic policies as
President.

o Summarize how Reagan strengthened the
conservative movement.

o Evaluate the steps taken to address various
problems in the 1980s and early 1990s.

Terms and People

supply-side economics  Savings and Loan crisis
deregulation voucher

budget deficit AIDS

national debt

NoteTaking
Reading Skill: Identify Main Ideas Identify
the main ideas behind Reagan’s policies.

’ Reagan Era

I
Reaganomics | | Conservative | | Challenging
Strength Issues

A Ronald Reagan and his wife Nancy after his victory in the
1980 election. Above, a campaign button for Reagan.
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Reagan’s Vision
During his eight years as President, Ronald Reagan
earned a reputation as the " Great Communicator”
because of his speaking abilities. In his farewell
speech, he expressed his satisfaction with what he
had accomplished:

€6 After 200 years, two centuries, . . . [America is]
still a beacon, still a magnet for all who must have
freedom. . . . We've done our part. And as | walk off
into the city streets, a final word to the men and
women of the Reagan revolution, the men and
women across America who for eight years did the
work that brought America back. My friends: We
did it.”’

—Ronald Reagan, Farewell Address,

January 11, 1989

The Reagan Revolution

Why It Matters Conservatives celebrated Ronald Reagan’s elec-
tion as the fulfillment of their dreams. Some even referred to his
coming to power as the “Reagan Revolution.” The Reagan Revolu-
tion would bring a significant shift in the political direction of the
nation. Section Focus Question: What were the major characteristics of
the conservative Reagan Revolution?

Reaganomics Guides the Economy

Reagan and his advisers based their economic policies on the
theory of “supply-side economics,” sometimes called “Reaganom-
ics.” The theory of supply-side economics rests on the assumption
that if taxes are reduced, people will work more and have more
money to spend, causing the economy to grow. The government will
then collect more in taxes. To cut taxes while still balancing the fed-
eral budget, however, Reagan also needed to reduce federal spend-
ing on programs favored by both Democrats and Republicans.

New Policies to Boost the Economy Congress approved most
of Reagan’s plan to institute supply-side economics by passing the
Economic Recovery Act of 1981, which reduced taxes by 25 percent
over three years. The richest Americans received the largest tax
cuts. Reagan justified this move by saying that the wealthy would
use the money they saved to invest in new businesses, which would




Comparing Supply-Side and Keynesian Economics

Economic Recession

Consumer demand for goods and services
decreases, and the nation's factories and
businesses reduce their output, resulting

help everyone. Reagan also convinced Congress to cut
about $40 billion from the federal budget, mostly by cut-
ting spending for social programs.

In addition to cutting taxes, Reagan also reduced the gov-
ernment’s role in the economy by calling for deregulation,
or the removal of government control over industry. By the

in an overall slowing of the economy.

A Keynesian
Governme’nt Response

The government itself
increases spending on
goods and services in
order to increase
demand and encourage
economic output by
factories and businesses.

A Supply-Side
Government Response

o §5%%9

The government cuts
taxes in order to encour-
age consumer spending
as well as consumer
saving and investment.
Savings and investments
are borrowed by creative
entrepreneurs to grow
their companies by
creating new products
and services.

mid-1980s, Congress had deregulated the airline, telecom-
munications, and banking industries. The Reagan adminis-
tration also cut funding for federal agencies that oversaw
many other industries.

\

Recession and Recovery Despite Reagan’s economic
policies, the economy experienced a severe recession from
1980 to 1982. Unemployment rose to more than 10 percent
in 1982. The recession hit blue-collar workers particularly
hard. Many farmers, facing overseas competition, lost their
farms. The policies that Paul Volcker, as head of the Fed-
eral Reserve Board, had introduced to tame the great infla-
tion of the 1970s contributed to the recession in the early
1980s. Beginning in early 1983, however, the economy
began to turn around. Inflation fell dramatically. The Gross
National Product, or the annual income earned by Ameri-
cans and American businesses, expanded at a healthy pace.
America’s economy seemed revitalized.

Despite this, the number of poor people, including the
working poor, actually increased. In addition, immi-
grants from Latin America and Asia continued to pour
into the United States. More than 7.3 million legal
immigrants and hundreds of thousands of undocu-

TAXBILL

X ¥

Economic Recovery

Employment increases, consumer demand

mented immigrants entered the country in the 1980s.
Many of these newcomers worked in low-paying jobs and
struggled to make ends meet. Meanwhile, the richest

for goods and services increases, and
economic output rises, resulting in an
overall recovery of the economy.
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= percentage of Americans grew richer.
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Problems With Budget Deficits Reagan increased
defense spending but failed to win huge cuts in govern-
ment spending in other areas. This caused the federal

Diagram Skills Can you predict
what might be the upsides and
downsides of both of the responses
shown above?

budget deficit, or the shortfall between the amount of
money spent and the amount taken in by the government, to skyrocket from
about $79 billion in 1981 to more than $221 billion in 1986. The national debt,
the amount of money the federal government owes to owners of government
bonds, rose to $2.5 trillion.

In response to persistent budget deficits, Congress passed the Gramm-Rudman-
Hollings Act in 1985. The act sought to balance the budget by 1990 by requiring
automatic cuts in federal spending if the deficit exceeded a certain amount.
However, the federal budget deficit set new records into the early 1990s.

The Savings and Loan, or S&L, crisis in 1989 exacerbated deficit problems. In
the late 1980s, about 1,000 Savings and Loan banks failed, some because of
fraudulent behavior and others because they made too many risky loans. Critics
blamed Reagan’s deregulation policies for encouraging the banks to invest in
riskier propositions. To prevent a broader panic, the federal government spent
upwards of $200 billion to bail out depositors at the failed banks.

v/ Checkpoint What was supply-side economics?




Conservative Strength Grows

Despite budget and debt problems, the economic recovery improved the
national mood and helped Ronald Reagan’s popularity. Reagan used his time in
office to strengthen the conservative cause.

Reagan Wins Reelection in 1984 During the 1984 presidential campaign,
Reagan used the phrase “It is morning in America” as a campaign slogan:

Primary Source s morning again in America. In a town not too far

from where you live, a young family has just moved into a new home. . . . Right down
the street one of the neighbors has just bought himself a new car, with all the options.
The factory down the river is working again. . . . Life is better, America is back. And people
have a sense of pride they never felt they'd feel again.”’
— Campaign commercial for the reelection of Ronald Reagan, 1984  B§Y) auoio

This theme dovetailed nicely with Reagan’s upbeat spirit, which he displayed
even in his darkest moments. For example, on March 30, 1981, a disturbed man
named John Hinckley, Jr., tried to assassinate the President. One bullet from
Hinckley’s gun lodged in Reagan’s chest. According to one account, Reagan
joked to his doctors, “I hope you are all Republicans.”

Americans voted overwhelmingly to reelect Reagan in 1984. He easily defeated
Walter Mondale, the Democratic presidential nominee, and his running mate,
Geraldine Ferraro, the first woman to be nominated for Vice President by a major
political party. However, Reagan’s momentum did not lead to a total triumph for
conservatives, as Democrats retained control of the House of Representatives.

Conservative Supreme Court Justices and the Equal Access Act
During his two terms, Reagan appointed judges who he hoped would reverse
the liberal drift of the federal courts. He appointed three new Justices—Sandra
Day O’Connor, Antonin Scalia, and Anthony Kennedy—to the Supreme Court
and elevated William Rehnquist, a well-known conservative, to the position of
Chief Justice in 1986. Sandra Day O’Connor, nominated in 1981, was the first
female Justice and a moderate conservative. Although she voted with other con-
servatives on many issues, she consistently voted to uphold Roe v. Wade, which
Reagan opposed.
Near the end of Reagan’s first term, Congress

Vocabulary Builder
momentum-—(moh MEHN tuhm)
n. forward motion; push

passed the Equal Access Act. This act required public
secondary schools to allow any group equal access to

HISTORY MAKERS

school facilities. Conservative Christian groups sup-
ported the act’s passage because many public schools

did not allow religious groups to meet on school prop- Sandra Day O'Connor served as a
erty. The Supreme Court confirmed the constitutional- lawyer for many years before

ity of the Equal Access Act in 1990 in Board of becoming involved in Arizona state
Education of Westside Community Schools v. Mergens. politics in the late 1960s. She was

George H.W. Bush Becomes President Reagan

used his personal popularity to promote George H.W. to the Supreme Court in 1981.
Bush, his Vice President for eight years, as Bush cam- 0'Connor sat on the Supreme
paigned for the presidency against Massachusetts gov- Court for nearly 25 years. Her
ernor Michael Dukakis in 1988. Bush called for a vote was the tiebreaker on
“kinder, gentler nation,” yet both candidates attacked several influential court cases,
the other using negative campaign ads. Bush cemented causing her to be called one

his support among conservatives by promising not to

raise taxes and by casting himself as a defender of in the United States.

serving as a judge on the Arizona Court
of Appeals when she was nominated

of the most powerful women

Sandra Day O'Connor (born 1930)
After getting her law degree in 1952,
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Thinking Critically 1 e e

1. Draw Conclusions How | w e & S0
do you think the trade wele. 19 ©
imbalance with Japan
affected the American
economy?
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2. Summarize How did new
technologies help advance
the personal fitness craze?

traditional values. However, Democrats won a majority of seats in both houses
of Congress.

President Bush sought to control federal spending by encouraging Americans
to volunteer. Government, he asserted, could take a smaller role in daily life if,
“like a thousand points of light,” community organizations and volunteers pro-
vided more help to the disabled, illiterate, and poor.

v/ Checkpoint How did Reagan try to build upon conservative gains
during his presidency?




Confronting Challenging Issues

Despite Reagan and Bush’s successes, the nation continued to face a number
of pressing problems. In 1981 when thousands of air-traffic controllers went on
strike, Reagan refused to negotiate with the Professional Air Traffic Controllers
Organization (PATCO) and fired the striking workers because they were violat-
ing a law forbidding federal employees from striking. Many Americans admired
Reagan’s strong, decisive stance. Some union supporters, however, claimed that
Reagan’s action represented an assault on the labor movement.

In the 1980s, the rising cost of Social Security caused concern. As the number
of elderly people in America grew, the Social Security system began to collect
less money than it paid out. In 1983, Reagan signed the Social Security Reform
Act, which raised the minimum retirement age and increased payroll taxes for
Social Security. It provided a temporary fix but did not solve the long-term prob-
lems of the Social Security program.

Many Americans also worried about the state of America’s public education
system. In 1983, the Department of Education issued A Nation at Risk. This
study showed that students were consistently scoring lower on standardized tests
as time passed. The report argued that America’s schools failed to prepare stu-
dents adequately to compete with students around the globe.

Even before the report appeared, conservatives called for providing vouchers,
or government checks, that could be used by parents to pay tuition at private
schools. Conservatives argued that vouchers would force public schools to
improve in order to attract and retain students. Liberals in Congress argued
that vouchers would take much-needed money away from public schools.

In addition, the nation faced the threat of a new disease, Acquired Immunode-
ficiency Syndrome (AIDS), which first appeared in 1981. AIDS is the last stage of
the Human Immunodeficiency Virus (HIV), which attacks the immune system of
its victims. There is no known cure. At first, AIDS spread mainly among homosex-
ual men and intravenous drug users. Later, the virus infected different groups of
people. By 1994, AIDS had killed more than 250,000 Americans. President Reagan
responded slowly to the AIDS epidemic. During George H.W. Bush’s presidency,
funding for research on the disease rose substantially.

v/ Checkpoint What were some of the challenges that the nation faced
during the 1980s and early 1990s?

SECTION

The AIDS Quilt

When the AIDS Quilt was displayed
in Washington, D.C., in October
1988, it consisted of 8,288 panels,
each created in the memory of a per-
son who had died of AIDS. Today, the
quilt has more than 44,000 memorial
panels.

Progress Monitoring Online
For: Self-test with vocabulary practice
Web Code: nea-1903

2 Assessment

Comprehension

1. Terms and People For each term
below, write a sentence explaining its
significance to the Reagan era.

2. NoteTaking Reading Skill:
Identify Main Ideas Use your 4
chart to answer the Section Focus
Question: What were the major

the challenges facing Americans during
this period. Use a combination of words
and images to express your points.

o supply-side economics characteristics of the conservative 5
o deregulation Reagan Revolution?

* budget deficit Writing About History 6.
® national debt 3 ick Write: Create a Storvboard

® Savings and Loan crisis - Quick Write: Crea € a Storyhoar

o AIDS Create a storyboard that illustrates one of

Critical Thinking
. Summarize Inwhatways did Reagan

try to fulfill the goal of less government
involvement in the economy?

. Draw Conclusions How did Reagan

strengthen the conservative cause?
Identify Central Issues How did
Reagan address problems with Social
Security?




