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Adherents of the economic theory known as supply-side economics In , President Ronald Reagan signed a large tax cut
package into.

Tax rates remain relatively low, historically and in comparison with our trading rivals. Early in , the White
House figured it could add 13 million jobs to the economy by ; the record shows that 1 million jobs were
added in and , lost in , a net gain of , I think I'm doing things to help all the people. Publicly held debt rose
during both supply-side eras, and fell substantially during the higher-tax period. Government revenues fell
sharply from levels that would have been realized without the tax cuts. A study by Economy. But they ignore
the fact that even the highly educated are having trouble finding work. Reagan also promised to fight inflation
and to reduce the burden of Government regulation. We didn't know how to hold things together. By
December , it was at a historically high 20 percent. The state had little money to support public services, such
as public schools, and it scrambled to cover massive revenue shortfalls, even with severe budget cuts. Instead,
tax cuts for middle- and low-income taxpayers are much more effective at boosting macroeconomic activity.
Indeed, history would tell us that investing in the middle class and those who want to rise into it is the best
long-term economic growth strategy. Based on this intuition, supply-siders predict that lowering tax rates will
encourage people to work, save, and invest more by increasing the after-tax returns from these activities. We
have had a quick, unprecedented decline in inflation with good prospects that inflation will stay stable for a
year or two at least. A critical tenet of this theory is that giving tax cuts to high-income people produces
greater economic benefits than giving tax cuts to lower-income folks. The result of that is slower economic
growth. But the increases in military spending he sponsored and Congress authorized have far outweighed the
reductions. Anyone making less paid no taxes at all. It works because it puts people right to work. For
instance, by reducing government revenue, they can crowd out high-return public investments in areas like
education, scientific research, and infrastructure. Supply-side economics assumes that lower tax rates boost
economic growth by giving people incentives to work, save, and invest more. Moreover, the proposed tax cuts
will generate further inequalities in after-tax income. But in addition to distorting American tax policy,
perhaps the most troubling legacy of supply-side theory is that it has led generations of conservative
politicians and policy-makers to obsessively focus on tax cuts as the tool to promote growth, to the exclusion
of many others. Record on Government Spending The President also promised to reduce Government
spending and produce a balanced budget by the fiscal year, which begins in this October. The obvious answer
â€” lack of demand â€” fits the evidence much better. The study examined in particular the case of Russia
which has comparatively high rates of tax evasion. Early on, this idea had been summarized in Say's Law of
economics, which states: "A product is no sooner created, than it, from that instant, affords a market for other
products to the full extent of its own value". The economy grew, and revenues increased. Of course, pure
natural experiments in economics are few and far between, but over the last 30 years the United States
alternated between economic policies that were heavily influenced by supply-side ideas, then were not, then
were again. At the same time, median household income and real hourly earnings both grew faster after the tax
increase than after the tax cut. The Republican Party has a lot invested in the supply-side story. For the
self-employed, the FICA tax rate went from 9. Which taxes were cut? In , President Ronald Reagan signed a
large tax cut package into law, which lowered the top income tax rate by 20 percentage points and cut taxes
for the rich and for corporations. Reagan promised year after year of strong and healthy growth. The fiscal
policies of Republican Ronald Reagan were largely based on supply-side economics. For instance, how can
anyone argue that high taxes and massive regulations are the cause of our depression? To them, economic
imbalances, high unemployment and tepid growth are due to barriers that stop producers from hiring,
investing and growing their businesses. Tame Inflation.


