CBO Growth Headlines Miss the Story

Mix New Spending Drag with Tax Relief Growth

March 26, 2003

Dear Colleague:


Yesterday, the Congressional Budget Office released its “dynamic” analysis of the President’s growth package.  But today’s headlines were misleading.  Glenn Hubbard and Kevin Hassett tell “the rest of the story” in today’s Wall Street Journal:
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By KEVIN A. HASSETT and R. GLENN HUBBARD
“… Clues in the report indicate the CBO found that the negative effect of higher spending and expanded entitlements offset the positive effect of the marginal tax rate reductions.  Relying on models similar to those used by the CBO, the president's Council of Economic Advisers estimated that the dividend proposal would, all else equal, add about one percentage point to GDP growth in 2003 and 2004. Yet all else is not equal in the budget, and the remaining changes offset the beneficial impact of pro-growth policy….”

Eliminating the double tax on savings means an economy that is more than $100 billion larger and that will create an additional 430,000 jobs by the end of 2004.  Strong economic growth is the only path to long-term fiscal health.  For more information, please contact me or Charles Korsmo of my staff at 5-6168.







Sincerely,







/C/






Christopher Cox

Chairman
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