who started trickle down economics

who started trickle down economics is a question that often arises in discussions about economic
policy and fiscal strategies. Trickle down economics refers to the idea that benefits for the wealthy or
businesses will eventually "trickle down" to the rest of society through job creation, investment, and
economic growth. Understanding the origins of this economic theory requires examining its historical
roots, key proponents, and how it evolved over time. This article explores the inception of trickle down
economics, tracing its development from early economic thought to modern political application.
Additionally, the article delves into the controversies and criticisms that have shaped public perception
of this theory. Readers will gain a comprehensive understanding of who started trickle down

economics, the key figures involved, and the impact it has had on economic policy.

¢ Origins of Trickle Down Economics

¢ Key Proponents and Historical Figures

¢ Implementation in Modern Economic Policies

¢ Criticisms and Controversies

Origins of Trickle Down Economics

The concept behind trickle down economics can be traced back to classical economic theories that
emphasize the benefits of wealth accumulation and investment by the upper class. While the term
"trickle down economics" itself is relatively modern and often used in political rhetoric, the idea that
economic growth stimulated by the wealthy benefits society at large has deeper roots. Early

economists like Adam Smith discussed the role of self-interest and capital accumulation in driving



economic prosperity. Over time, variations of this idea emerged, suggesting that policies favoring the
wealthy would indirectly help lower-income groups through increased employment and economic

activity.

Early Economic Thought

Adam Smith, often called the father of modern economics, laid the groundwork for the concept with his
notion of the "invisible hand" guiding free markets. He argued that individuals pursuing their own
economic interests contribute to overall societal wealth. Although Smith did not explicitly endorse what
is now known as trickle down economics, his ideas influenced later economic theories emphasizing

supply-side growth and investment incentives.

The Term’s Emergence

The phrase "trickle down economics" emerged in the 20th century, primarily as a critique rather than a
formal economic theory. It gained prominence during political debates in the United States, especially
in the 1980s, when critics used it to describe policies that favored tax cuts for the wealthy with the

expectation that the benefits would extend to the broader population.

Key Proponents and Historical Figures

The development and popularization of trickle down economics are closely associated with certain
economists and political leaders who advocated for tax cuts and deregulation to stimulate growth.
Identifying who started trickle down economics involves examining these figures' contributions and

policy implementations.

Andrew Mellon

One of the earliest and most notable proponents was Andrew Mellon, U.S. Secretary of the Treasury



from 1921 to 1932. Mellon championed significant tax cuts for the wealthy during the 1920s, believing
that reducing tax burdens on businesses and high earners would lead to increased investment and
economic growth. His policies laid the foundation for what later became known as trickle down

economics.

Ronald Reagan

President Ronald Reagan is often credited with popularizing trickle down economics during his
administration in the 1980s. Reagan’s economic policy, commonly called "Reaganomics," emphasized
supply-side economics, including tax cuts for the wealthy and corporations, deregulation, and reduced
government spending on social programs. The rationale was that these measures would boost

economic activity and ultimately benefit all Americans.

Other Influential Economists

Economists such as Arthur Laffer also played a role in shaping the theory behind trickle down
economics. Laffer’s work on the relationship between tax rates and government revenue, illustrated by
the famous Laffer Curve, influenced the push for lower taxes as a means to stimulate economic

growth.

Implementation in Modern Economic Policies

Trickle down economics has influenced numerous fiscal policies, particularly in the United States, but
also in other countries. Its implementation typically involves tax cuts targeted at higher income

brackets and corporations, deregulation, and policies designed to encourage investment.

Tax Cuts and Economic Growth

Proponents argue that reducing taxes on the wealthy and businesses increases their disposable



income, which in turn leads to higher investment, job creation, and wage growth. The idea is that these
benefits "trickle down" to lower-income individuals as the economy expands. Major tax reforms under

the Reagan administration and more recently during the Trump administration reflect this approach.

Supply-Side Economics

Trickle down economics is closely linked to supply-side economics, which focuses on increasing the
supply of goods and services through incentives for production. This approach contrasts with demand-
side economics, which emphasizes government spending and direct support for consumers. Supply-

side policies prioritize tax cuts, deregulation, and free-market principles to foster economic growth.

Global Influence

While primarily associated with U.S. economic policy, elements of trickle down economics have been
adopted by other governments seeking to encourage investment and growth through similar tax and
regulatory policies. The effectiveness and outcomes of these policies vary depending on economic

context and implementation specifics.

Criticisms and Controversies

Trickle down economics has been highly controversial and subject to widespread criticism from
economists, policymakers, and social commentators. Its critics argue that the theory is flawed and

does not deliver the promised benefits to lower-income populations.

Arguments Against Trickle Down Economics

Critics contend that tax cuts for the wealthy often lead to increased income inequality without
significant gains for the broader population. They argue that the wealthy may save or invest their

additional income in ways that do not create widespread economic benefits or job growth.



Furthermore, critics claim that the theory underestimates the importance of demand-side factors in

driving economic prosperity.

Empirical Evidence

Numerous studies have examined the impact of trickle down policies with mixed results. Some
research suggests that tax cuts for the wealthy do not consistently lead to increased economic growth
or job creation. Other studies highlight the growth of income inequality and stagnation of wages for

middle- and lower-income workers during periods when trickle down economics was dominant.

Alternative Economic Approaches

In response to the criticisms of trickle down economics, alternative approaches have gained traction,
including Keynesian economics, which emphasizes government spending to stimulate demand, and
progressive taxation policies aimed at reducing inequality. These alternatives prioritize direct support

for lower and middle-income groups to promote economic growth and social welfare.

o Historical roots in classical economics

¢ Andrew Mellon’s 1920s tax policies

¢ Ronald Reagan’s 1980s supply-side reforms

¢ Connections to supply-side economic theory

» Controversial outcomes and critiques



Frequently Asked Questions

Who is credited with starting the concept of trickle-down economics?

The concept of trickle-down economics is often associated with economist and political advisors during
the Reagan administration in the 1980s, but its origins trace back to earlier economic theories

promoting supply-side economics.

Did any economist originally develop trickle-down economics?

While no single economist is credited with 'starting’ trickle-down economics, it is closely related to
supply-side economics, with economists like Arthur Laffer playing a key role in developing these ideas.
Is trickle-down economics a formal economic theory?

Trickle-down economics is not a formal economic theory but a political term used to describe policies
that favor the wealthy with the expectation that benefits will 'trickle down' to others.

Who popularized trickle-down economics in modern politics?

President Ronald Reagan popularized trickle-down economics in the 1980s through tax cuts for the
wealthy and businesses, promoting supply-side economic policies.

Did trickle-down economics originate in the United States?

While the term gained prominence in the United States, the underlying ideas of wealth distribution

through economic growth have roots in earlier economic thought internationally.

Was trickle-down economics promoted by any U.S. President before
Reagan?

Elements of trickle-down economics appeared in policies by earlier presidents, but Ronald Reagan is

most associated with explicitly promoting these ideas in the 1980s.



Are there any key publications that started trickle-down economics?

Key publications include works on supply-side economics by economists like Arthur Laffer, but the

phrase 'trickle-down economics' was often used pejoratively rather than as a formal academic term.

Did Adam Smith advocate trickle-down economics?

Adam Smith advocated free markets and the 'invisible hand' but did not explicitly promote trickle-down

economics; the concept as known today developed much later.

What role did Arthur Laffer play in trickle-down economics?

Arthur Laffer developed the Laffer Curve, which influenced supply-side economic policies that are often

associated with trickle-down economics.

Is trickle-down economics widely accepted among economists?

Trickle-down economics is controversial; many economists argue it disproportionately benefits the

wealthy without sufficient benefits to lower-income groups.

Additional Resources

1. "The Origins of Trickle-Down Economics: A Historical Analysis"

This book delves into the roots of trickle-down economics, tracing its intellectual development from
early economic theories to its adoption in modern policy. It examines key figures who contributed to
the concept and how it evolved over time. Readers gain insight into the socio-political context that

helped popularize the idea.

2. "Trickle-Down Economics and the Reagan Revolution”
Focusing on the 1980s, this book explores how President Ronald Reagan popularized trickle-down
economics through tax cuts and deregulation. It assesses the impact of these policies on the U.S.

economy and discusses the debates surrounding their effectiveness. The author provides a balanced



perspective on the successes and failures of the approach.

3. "From Adam Smith to Arthur Laffer: The Intellectual Foundations of Trickle-Down Economics”
This volume traces the philosophical and economic ideas behind trickle-down economics, beginning
with Adam Smith’s invisible hand and culminating in Arthur Laffer’s supply-side tax theories. It
highlights the contributions of various economists and policymakers who shaped the ideology. The

book offers a comprehensive background for understanding the theory’s intellectual lineage.

4. "The Laffer Curve and the Birth of Supply-Side Economics”

Dedicated to Arthur Laffer’s groundbreaking work, this book explains the development of the Laffer
Curve and its role in promoting trickle-down economics. It includes detailed analysis of how Laffer’s
ideas influenced tax policy in the late 20th century. Readers will learn about the debates and

controversies sparked by this economic model.

5. "Tax Cuts and Economic Growth: The Promise and Perils of Trickle-Down Economics”

This book critically examines the central tenet of trickle-down economics: that reducing taxes on the
wealthy stimulates broader economic growth. It reviews empirical data from various countries and eras,
highlighting both positive outcomes and unintended consequences. The author provides a nuanced

look at the policy’s real-world applications.

6. "The Political Economy of Trickle-Down: Who Started It and Why?"

Exploring the political motivations behind trickle-down economics, this book investigates the key
leaders and thinkers who championed the approach. It contextualizes the theory within broader
economic and political movements of the 20th century. The book also discusses how political agendas

shaped the narrative around wealth distribution.

7. "Supply-Side Storytellers: The Architects Behind Trickle-Down Theory"

This work profiles the economists, policymakers, and advisors who crafted and promoted trickle-down
economics. It offers personal insights and anecdotes to reveal the human side of economic theory
development. Readers gain an understanding of the collaboration and conflict among the theory’s

proponents.



8. "Trickle-Down Economics in Practice: Case Studies from Around the World"

Through a series of international case studies, this book analyzes how trickle-down economics has
been implemented in different economic systems. It assesses the outcomes and lessons learned from
various attempts to apply supply-side policies. The comparative approach helps readers understand

the theory’s global impact.

9. "Debunking Trickle-Down: Critics and Alternatives”

This book presents the strongest critiques of trickle-down economics, challenging its assumptions and
effectiveness. It also explores alternative economic models that seek to address income inequality and
promote inclusive growth. The author encourages readers to critically evaluate the theory in light of

contemporary economic challenges.
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