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the economy. That could be accomplished either by cutting taxes for

Americans, which would increase disposable income and eventually total

demand, or by simply having the government spend more money on public

type projects. Even if the government just hired people to “dig holes and fill
them up again” the increase in income that these previously unemployed people would have, would increase demand
and get the economy growing. Whether the government had the money or not did not matter, Keynes said.

While his views were generally not supported at the time, when World War Il arrived the government did increase
spending and the depression did end. By the early 1960’s most economists subscribed to Keynes view.
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Here in New Jersey, Governor Chris Christie has already begun to implement this philosophy. Although perhaps
reluctant to refer to his policies as supply side economics, he understands that the long term economic health of New
Jersey depends on reducing the tax burden and encouraging business formation.

Politically these actions are difficult. Since business owners usually fall into the highest tax brackets, reducing their
rates is often viewed as a “tax break for the rich.” Creating more capital by reducing the tax rates on capital gains also
fuels supply side growth but is similarly viewed as a tax cut for the rich. Reducing regulations at a time when the
popular belief is that a lack of regulation helped cause this mess, is also difficult.

President Reagan faced similar difficulties in 1981 and again in 1986. But he did convince people that those policies
would solve the economic problems. And they did. We need a dose of supply side economics today.

Michael Busler is an Associate Professor and a fellow at The William Hughes Center for Public Policy at
Richard Stockton College.
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