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Whi le  70 p e r c e n t  s t i l l  s o u n d s  l ike  a v e r y  h i g h  f i g u r e  f o r  t he  top  

b r a c k e t s ,  it  s h o u l d  be  kep t  in  m i n d  t h a t  w i th  r e s p e c t  to  m a r g i n a l  
d o l l a r s  of  i n c o m e  in t h o s e  t op  b r a c k e t s  a 90 p e r c e n t  r a t e  i s  now 
b e i n g  s w i t c h e d  to  a 70 p e r c e n t  r a t e ,  w h i c h  m e a n s  t h a t  30 c e n t s  in -  
s t e a d  of 10 c e n t s  i s  kep t  by  the  i n d i v i d u a l .  So, in  t h e s e  t e r m s  i t  i s  
an  e x t r e m e l y  l a r g e  r e d u c t i o n  in t he  s e n s e  t ha t  it  t r i p l e s  t he  a f t e r - t a x  
i n c o m e  a v a i l a b l e .  It  i s  not  e a s y  to t r i p l e  t he  a f t e r - t a x  i n c o m e  a v a i l -  
ab l e  at  t he  l o w e r  l e v e l s  b e c a u s e  t a x e s  r e l a t i v e  to  i n c o m e ,  of c o u r s e ,  
a r e  f a r  l o w e r .  Bu t  e v e n  h e r e  in  t he  f i r s t  b r a c k e t  t he  r e d u c t i o n  is  
30 p e r c e n t  w h i c h  c l e a r l y  is  s u b s t a n t i a l  and  is  l i k e l y  to  have ,  and  is  
h a v i n g ,  a p p r e c i a b l e  e f f e c t s  on  d e m a n d  f o r  goods  and  s e r v i c e s  in t h e  
e c o n o m y .  

If we now l o o k  at  b u d g e t  p r o s p e c t s ,  wha t  we f ind i s  t h a t  d e s p i t e  
t h e  v e r y  s u b s t a n t i a l  t a x  r e d u c t i o n s  t h a t  h a v e  t a k e n  p l a c e  in  t h e  c o u r s e  
of t h e  l a s t  2. 5 y e a r s  t h e  b u d g e t  of t h e  U n i t e d  S t a t e s  is  a p p r o a c h i n g  c l o s e r  
to  b a l a n c e  t h a n  it  h a s  in a l o n g  t i m e .  We h a d  no a p p r e c i a b l e  t a x  c u t s  
b e t w e e n  1954 and  1959, bu t  as  a c o n s e q u e n c e  of r e p e a t e d  r e c e s s i o n s  
we  h a d  in 1959 a b u d g e t  d e f i c i t  of s o m e  $ 1 2 . 4  b i l l i o n .  T h e  p r o s p e c t  
f o r  f i s c a l  1965, a c c o r d i n g  to c u r r e n t  e s t i m a t e s ,  i s  t h a t  e x p e n d i t u r e s  
w i l l  a m o u n t  to  t h e  a s t r o n o m i c a l  l e v e l  of $ 9 7 . 2  b i l l i on ,  a p p r o x i m a t e l y  
e q u a l  in  c u r r e n t  d o l l a r  t e r m s  to o u r  g r o s s  n a t i o n a l  p r o d u c t  in  t he  
1929 p r o s p e r i t y  y e a r .  And  r e v e n u e s  w i l l  a m o u n t  to  $ 9 1 . 5  b i l l i o n ,  so  
t h a t  t he  b u d g e t  d e f i c i t  w i l l  c o m e  to  s o m e t h i n g  j u s t  u n d e r  $6 b i l l i o n  f o r  
f i s c a l  1965. 

If  t he  b u d g e t  f o r  f i s c a l  1966 i s  k e p t  in  l i n e  wi th  the  a n n o u n c e d  
p o l i c i e s  of  P r e s i d e n t  J o h n s o n  I s h o u l d  e x p e c t  t h a t  e x p e n d i t u r e s  p r o -  
j e c t i o n s  f o r  1966 wi l l  r u n  b e t w e e n  $97 and  $98 b i l l i o n .  T a x  r e c e i p t s  
f o r  1966, a s s u m i n g  a c o n t i n u i n g  u p w a r d  m o v e m e n t  in  t he  e c o n o m y ,  
w i l l  r u n  to  a p p r o x i m a t e l y  $96 b i l l i o n ,  and  wha t  we w i l l  h a v e  by  1966 
is  s o m e t h i n g  w i t h i n  a c o u p l e  of  b i l l i o n  of  a b a l a n c e d  a d m i n i s t r a t i v e  
b u d g e t .  Bu t  in t e r m s  of t he  c a s h  b u d g e t ,  t a k i n g  in to  a c c o u n t  t r u s t  
fund  a c c o u n t s ,  e t  c e t e r a - - o l d  age  a n d  s u r v i v o r s '  i n s u r a n c e  t r u s t  
f u n d s ,  h i g h w a y  t r u s t  f u n d s ,  e t  c e t e r a - - i f  m y  p r o j e c t i o n s  f o r  t he  
a d m i n i s t r a t i v e  budget  are  c o r r e c t ,  we wil l ,  in  fac t ,  be  r e a l i z i n g  a 
c a s h  b u d g e t  s u r p l u s .  In  o t h e r  w o r d s ,  by  f i s c a l  1966 I e x p e c t  t h a t  t h e  
b u d g e t  of  the F e d e r a l  G o v e r n m e n t  wi l l  be  p r o v i d i n g  not  a s t i m u l u s  to  
t h e  e c o n o m y ,  bu t  w i l l  be  i m p o s i n g  s o m e  d r a g  on the  e c o n o m y .  

If Federal expenditures after this rise at a rate of, say, $I bil- 
lion to $3 hi,lion a year. as a consequence, perhaps, of a continuing 
decline in defense expenditures accompanied by a modest increase 


