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“I believe that private enterprise can give full employment to our people.” 1944, Franklin Roosevelt declares that every American has a right to a job. Can the government guarantee that we’ll never have another Great Depression? 1952, Dwight Eisenhower prepares to take office as the first republican President since Herbert Hoover. How will he handle his first economic crisis? The torch has been passed to a new generation of Americans. 1961, John Kennedy has promised to get the country moving again.” “How will he keep his promise? Three Presidents, three policies, but one common resolve -- the government must never permit another Great Depression.” Can we control our economy? 

“Headlines read: Ford Sells Model T, Oil Industry booms, Stock Market Crashes, Depression Lingers, Farmer protest prices, FDR offers new deal, Labor strikes, War Economy booms, LBJ hails great society, Fed loosens money supply, and Airlines deregulate.” 

“The 20 years after WWII brought self-confidence to American political economics. Government could promote prosperity by manipulating taxes and spending.” “These continuing adjustments are called the fiscal policy. 1944. Americans remembered 1/4 of the work force without jobs, factories closed, and families hungry. 12 million Americans were uniformed; 66 million more had jobs supporting the mightiest war machine ever known.” 

“Truman was asked: When is unemployment too high? He said it depends on whether or not you are unemployed.” “This showed that he had a fundamental understanding of the game. He realized that you had to talk about people and what was happening to them and where the hardships were. As a senator, Harry Truman had worked hard to push a full employment bill.” “As a President, he signed the employment act of 1946, a law that changed greatly during congressional debate.” “It no longer referred to full employment, instructing him government instead to promote maximum employment, production, and purchasing power. What was lost from the original idea? What was lost was the right to a job, the right to work, the right to an opportunity for paid employment at good wages.” 

“Throughout 1963, President Kennedy tried to sell the $12 billion tax cut to a reluctant congress. Then, in November, tragedy struck.” “We meet in grief. John Kennedy’s death commands what his life conveyed, that America must move forward. Congress passed the Kennedy tax program.” “President Lyndon Johnson signed it into law on March 15, 1964, a monument to a martyred President.” 

“The economy took off in a burst of prosperity. Within 18 months, GNP was growing at a feverish 5%. Unemployment dropped to its lowest rate in 7 years.” “It seemed that, in President Kennedy’s phrase, A Rising Tide really had life all boats. On December 31, 1965, the cover of Time Magazine featured John Maynard Keynes, 19 years dead, but once again a household word.” “For economists accustomed to obscurity, it was a welcome change to bask in the limelight. Just about everyone agreed that the tax cut was an unqualified success. By 1965, it appeared we had finally learned how to use fiscal policy to control the economy.” “Why the 1964 tax cut had seemed like such a rousing success. It did seem to get the country moving again. It seemed a proof of the Keynesian theory, dominant among economists by the 1960s.” “In terms of diagram, the tax cut gave consumers more disposable income. It shifted up this curve of private spending. The gap between spending and full employment income was eradicated.” “It could have been done, as professor Galbraith urged, by increasing public spending and increasing G, like this. The apparent success of the 1964 tax cut was hailed by many as a vindication of Keynesian ideas. This was the heyday of Keynesian economics. But problems and theories change.” “We thought that fiscal policy held the key to ever-increasing growth and prosperity. The fall was coming with a look at fiscal policy’s limits.” 

