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Introduction
President Donald Trump entered the White House with a promise to undertake a series
of economic reforms to boost economic growth, business investment, and job creation.
Foremost amongst Trump’s objectives was to re-invigorate the manufacturing, coal, and
heavy industrial sectors located in America’s Midwest. A key initiative to achieve these
objectives is the Trump Administration's red tape reduction and deregulation agenda.
Within ten days of inauguration, President Trump commenced his Administration’s
deregulation agenda through issuing a Presidential Executive Order (EO), Reducing
Regulation and Controlling Regulatory Costs. The executive order states that “for every
one new regulation issued, at least two prior regulations be identified for elimination”,
and that the “total incremental cost of all new regulations, including repealed
regulations, to be finalized this year shall be no greater than zero.” In other words, the
EO required a net reduction to the stock of regulation in place, and a net zero increase
to the cost of new regulations introduced.
However, the reach of the EO was subsequently circumscribed when guidance from
the Office of Management and Budget was issued in April 2017. That guidance
stated that only “significant” regulatory actions – those with an expected cost of over
$100 million - counted toward the cap on regulation. In essence this means that the
promulgation of "non-significant" regulations is uncapped. This guidance was in some
respects the “original sin” of the Administration’s deregulation agenda which limited
the potential reach of deregulatory actions. Clyde Wayne Crews, policy director
with the US-based free-market think tank the Competitive Enterprise Institute, argues
“not everything the bureaucracy does is subject to Trump’s executive order, which is a
loophole”.1 In particular, Crews argues that the order does not apply to non-significant
rules; to rules mandated by Congress as opposed to driven by agency discretion; or to
any rules from the so-called “independent agencies” like the Federal Communications
Commission (FCC) or the Consumer Financial Protection Bureau.

1 Clyde Wayne Crews, “Trumps’ new 2018 deregulatory agenda”, Forbes, (18 December 2018)
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These limitations notwithstanding, the best available evidence suggests that the
Trump Administration’s deregulation agenda has been successful in slowing down the
imposition, and reducing the stock, of significant new rules. In particular:

•

•

In the 2017 fiscal year, 22 significant regulations were repealed for every new
significant regulation introduced, with 67 significant deregulatory actions and
only three significant regulatory actions. This resulted in a $8.1 billion reduction
to regulatory costs.2
In the 2018 fiscal year, 12 significant regulations were repealed for every
new regulation introduced, with significant 176 deregulatory actions and 14
significant regulatory reductions. This resulted in a $23 billion reduction to
regulatory costs.3

This brings total regulatory savings to $31 billion over the 2017 and 2018 fiscal years.
A further achievement of the Trump Administration’s deregulation agenda has been a
slowing to the growth of new significant regulation.

•
•
•
•

•

Only 19 economically significant rules were promulgated during the first
Presidential year of the Trump Administration, the fewest since the
Reagan Presidency.
Only 36 new major rules were promulgated in the first Presidential year of the
Trump Administration, the fewest since 1996 (when records began).
In 2017 the annual number of total pages of legislation passed dropped to its
lowest number since 1993 at 61,950 pages, a 35 per cent drop from 2016.
The Trump Administration introduced fewer new restrictions in legislation (terms
which directly restrict or compel behaviour such as “will not” and “must not”) in
its first year of government than during the first year of any other administration
since and including the Carter Administration in 1977.
An analysis prepared by the White House Council of Economic Advisors
estimated that the administration’s deregulation efforts would deliver a $3,100
increase to real household income over a decade.

2 Office of Information and Regulatory Affairs, “Regulatory Reform: Two-for-One Status Report and Regulatory
Cost Caps”, Executive Office of the President, https://www.reginfo.gov/public/pdf/eo13771/FINAL_TOPLINE_
All_20171207.pdf.
3 Ibid

2

Institute of Public Affairs

www.ipa.org.au

This paper finds the Administration’s deregulation agenda, along with a range of other
free market policies including a reduction to the corporate tax rate from 35 per cent to
21 per cent, liberalisation of the domestic energy sector, and instant asset write-offs,
has contributed to a number of positive economic outcomes, including:

•
•
•
•
•

The lowest unemployment rate in 50 years.
New private sector business investment above both the 20- and
40-year averages.
Improved economic growth compared with recent trends.
An increase to average quarterly business applications (a proxy for new
business formation) from 650,000 in 2016 to 826,000 in 2019.
A net increase of 422,000 jobs in the manufacturing since 2016.

This paper also identifies four key pillars which have underpinned the success of the
Trump Administration in reducing red tape, including:

•

•
•
•

A one-in-two-out requirement where two regulations (in this case, “significant”
regulations) are repealed for every new regulation introduced. This places a
constraint on the bureaucracy and creates an incentive to economise on the
promulgation of new rules.
Delay or elimination of Obama-era rules which stemmed the flow of incoming rules.
Streamlining of regulatory approvals, particularly in the manufacturing sector
and in relation to environmental requirements, which expedited the establishment
of new projects.
Restructuring of the Executive Branch via issuance of an executive order to
reorganise governmental functions, including the elimination of unnecessary
agencies, components of agencies, agency programs, and to merge functions.

However, this paper also finds that the underlying structure of the bureaucracy and the
administrative state remains largely unchanged. In terms of total funding, the Trump
Administration halted the rapid increase observed under the Obama Administration,
but has achieved only a slight reduction of 0.5 per cent. Similarly, total staffing levels
within the bureaucracy remain largely unchanged, standing at 330,000, which is
around the level it has been at for a decade. Again, the main impact of the Trump
Administration is to constrain growth to the bureaucracy rather than scaling it back.
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Australian policy-makers can apply a number of lessons from the successes of the
Trump Administrations deregulation agenda:

•
•
•
•
•

4

Include deregulation as a part of a broader vision for the future of the nation,
and establish specific goals (such as a re-invigorated manufacturing sector,
more job creation, and faster government approvals).
Provide political leadership at the highest levels to drive a culture of change
within government and the bureaucracy.
Impose rigid rules and requirements on the bureaucracy and hold the
bureaucracy accountable for deregulation targets.
Ensure all legislation, regulation, rules, and “regulatory dark matter” (or soft law)
are within scope of any red tape reduction and deregulation agenda.
Re-organise the structure of the bureaucracy by eliminating unnecessary
functions, abolishing redundant departments and agencies, and merging
functions wherever possible.
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Red Tape Reduction Outcomes
This section uses five metrics to assess the Trump Administration’s deregulation
record: dollar estimates of the economic benefit of red tape reduction, the number of
“economically significant rules” passed, the number of “major rules” passed, the pages
of legislation passed, and the number of regulatory restrictiveness clauses added.
There is no single, authoritative measure of the regulatory burden. The purpose of using
these five measures is to capture as broad an overview of changes to the regulatory
burden as can be justified with by the available measurement analytics.

Dollar Value Of Red Tape Reduction
On 30 January 2017, ten days after taking office, President Trump issued Executive
Order 13771, Reducing Regulation and Controlling Regulatory Costs. That EO states
“whenever an executive department or agency publicly proposes for notice and
comment or otherwise promulgates a new regulation, it shall identify at least two
existing regulations to be repealed.”4 The EO also established a regulatory budgeting
system under which the Office of Management and Budget assigns to agencies a
cap on the amount of “incremental costs” that will be allowed for the fiscal year. An
"inceremental cost" is the marginal - or additional - cost of new regulations added (the
flow) on top of the cost of the existing body of legislation (the stock). The objective is to
ensure that the net cost of any new regulation is no greater than zero.
However, a drawback of the Administration’s Executive Order surfaced when
subsequent guidance from the Office of Management and Budget was issued in April
2017.5 That guidance stated that only “significant” regulatory actions – those with
an expected cost of over $100 million - counted toward the cap on regulation. At
the same time, offsetting deregulatory actions could be derived from a broader set
of actions, including “rules and guidance; streamlined record-keeping and reporting
requirements; and some actions related to international regulatory cooperation.”6
Moreover, according to the Heritage Foundation, the majority of “independent”
agencies, such as the Securities and Exchange Commission and the Consumer
Financial Protection Bureau are not subject to Executive Order 13771 despite the fact
that they impose enormous regulatory costs on the public. Hence, the scale and scope
of potential deregulatory initiatives is somewhat circumscribed.

4 The White House, “Presidential Executive Order on Reducing Regulation and Controlling Regulatory Costs”, Office
of the Press Secretary, 30 January 2017, https://www.federalregister.gov/documents/2017/02/03/2017-02451/
reducing-regulation-and-controlling-regulatory-costs
5 Office of Management and Budget, “Guidance Implementing Executive Order 13771, Titled “Reducing Regulation
and Controlling Regulatory Costs”, Executive Office of the President, 5 April 2017, https://www.whitehouse.gov/
sites/whitehouse.gov/files/omb/memoranda/2017/M-17-21-OMB.pdf.
6 Diane Katz, “Here’s How Much Red Tape Trump Has Cut”, The Heritage Foundation, 17 October 2018, https://
www.heritage.org/government-regulation/commentary/heres-how-much-red-tape-trump-has-cut.
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Within the bounds of this limited deregulatory framework, the best available
information suggests that the Trump Administration has achieved a notable reduction to
red tape in its first two full fiscal years (which run 1 October – 31 September).

•

•

In the 2017 fiscal year, 22 significant regulations were repealed for every
new regulation introduced, with 67 significant deregulatory actions and only
three significant regulatory actions. This resulted in a $8.1 billion reduction to
regulatory costs.7
In the 2018 fiscal year, 12 significant regulations were repealed for every
new regulation introduced, with 176 significant deregulatory actions and 14
significant regulatory reductions. This resulted in a $23 billion reduction to
regulatory costs.8

This brings total regulatory savings to $31 billion over the 2017 and 2018 fiscal years.
These cost estimates are based on net present value calculations, rather than merely
the paper-work burden compliance costs. Net present value calculations capture
the opportunity cost of regulation, such as the costs associated with the delayed
implementation of projects, and so is a more accurate reflection of the true cost of
regulation than estimates that focus solely on direct compliance costs such as the time
cost of paperwork.

Economically Significant Rules
Economically significant rules are regulations implemented by executive branch
agencies that have “an annual effect on the economy of $100 million or more or
adversely affect in a material way the economy, a sector of the economy, productivity,
competition, jobs, the environment, public health or safety, or state, local, or tribal
governments or communities.”9 Executive branch agencies are the equivalent to
ministerial departments in the Australian system of government and include, for
example, the Tresasury, the Department of Commerce, and the Department
of Agriculture.
Only 19 economically significant rules were promulgated during President Trump’s
first year in office, and 33 in the second year. There are only three years in which
there were fewer economically significant rules implemented since 1981 when records
began, all which occurred during President Reagan’s first term: 1981 (one rule), 1982
(12 rules), and 1984 (18 rules). The 33 economically significant rules implemented in
Trump’s second full year in office was the equal second lowest since 1989, and the
number of these rules implemented during both 2017 and 2018 are well below the
annual average of 42.10
7 Office of Information and Regulatory Affairs, “Regulatory Reform: Two-for-One Status Report and Regulatory
Cost Caps”, Executive Office of the President, https://www.reginfo.gov/public/pdf/eo13771/FINAL_TOPLINE_
All_20171207.pdf.
8 Ibid
9 The White House, “Executive Order 12866”, National Archives and Records Administration, 30 September 1993,
https://www.reginfo.gov/public/jsp/Utilities/EO_12866.pdf, p. 4.
10 Note: data is by Presidential year, rather than financial year. Any discrepancy within this paper in the accounting of
total major or significant rules is due to some data being presented in financial year format, and other data being
presented in Presidential year format. This is unavoidable due to the way in which the raw data is made available.
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Chart 1: Economically Significant Rules

Data source: Mercatus Center

Number Of Major Rules Published
Chart two presents the number of final major rules published each year. The
Congressional Review Act defines a major rule as “one that has resulted in or is likely
to result in (1) an annual effect on the economy of $100 million or more; (2) a major
increase in costs or prices for consumers, individual industries, federal, state, or local
government agencies, or geographic regions; or (3) significant adverse effects on
competition, employment, investment, productivity, or innovation, or on the ability of
United States-based enterprises to compete with foreign-based enterprises in domestic
and export markets.”11
The first year of the Trump Administration in 2017 saw the fewest number of major
rules published since records began in 1996, totalling 36. The Trump Administration’s
second year resulted in the equal second lowest number of major rules published
alongside 1999 and 2001. The number of these rules published in both 2017 and
2018 is well below the average annual number of rules published since 1996 at 70.

11 United States Congress, “Chapter 8 – Congressional Review of Rule-making”, https://uscode.house.gov/view.
xhtml?path=/prelim@title5/part1/chapter8&edition=prelim.
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Chart 2: Number of Major New Rules Published

Data source: Mercatus Center

Pages Of Legislation
The United States government maintains a Federal Register which publishes all newly
proposed rules along with final rules, executive orders, and other agency notices. The
register provides “a sense of the flow of new or changed regulations issued during a
given period.”12 These regulations might increase or decrease regulatory burdens,
making this an imperfect—but frequently cited—measure of the extent of regulation.
Chart 3: Number of Pages of Legislation

12 Columbian College of Arts and Sciences, “Reg Stats”, Regulatory Studies Centre, https://regulatorystudies.
columbian.gwu.edu/reg-stats.
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During its final year in office, the Obama Administration implemented a record number
of pages of regulation and legislation at 95,894 pages. This was around 10,000
pages higher than in the final year of the Carter Administration in 1980, the previous
record high. Under President Trump, by contrast, in 2017 the total pages of legislation
dropped to its lowest number since 1993 at 61,950 pages, a 35 per cent drop
from 2016.

Regulatory Restrictiveness Clauses
A further way of measuring the regulatory burden is through counting “regulatory
restrictiveness clauses”. Regulatory restrictiveness clauses include all words in
legislation which impose a restriction on regulated actors, such as “cannot” or “shall
not”, or positive obligations such as “must” or “will”. Data provided by the Mercatus
Center at George Mason University shows that the Trump Administration introduced
fewer new restrictions in its first year of government than any other Administration
since and including the Carter Administration in 1977. The number of new restrictions
created in the first year of the Trump Administration was 6,973. The average
from 1970 to 2016, by contrast, was 14,732 additional regulatory restrictions.
In percentage terms, Trump oversaw just a 0.65 per cent increase to regulatory
restrictiveness clauses, compared with 1.98 per cent under Obama.
Chart 4: Percentage Increase to the Number of Regulatory
Restrictiveness Clauses

Source: Mercatus Center
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Approaches Used To Cut Red Tape
The Trump Administration has employed several strategies to reduce red tape,
including the implementation of a one-in-two-out requirement, the elimination or delay
of Obama-era rules, the streamlining of approvals by government, and a restructuring
of the Executive Branch.

A One-in-two-out Requirement
Under Executive Order 13771, Reducing Regulation and Controlling Regulatory
Costs, “whenever an executive department or agency publicly proposes for notice
and comment or otherwise promulgates a new regulation, it shall identify at least two
existing regulations to be repealed.”13 While two regulations must be repealed for
each new one created under the EO, the actual ratio of regulations repealed were
22-1 in fiscal year 2017 and 12-1 in fiscal year 2018. The benefit of a one-in-two-out
rule is that it creates a structural driver within the bureaucracy to achieve sustained
reductions to the regulatory burden over time.
However, one-in-two-out rules are also subject to a number of limitations. In particular,
they do not allow for the weighting of different regulations and so there is no guarantee
that the economic benefit of the two regulations being repealed will offset or be
greater than the cost of the new regulation being implemented. This is why executive
order included the provision that the total incremental cost of all new regulations be
no greater than zero. This provision guarantees the benefit of the regulations being
repealed are at least the same as the cost of the new regulation being implemented.
Further, the specific way in which the Trump Administration implemented the onein-two-out rule was highly circumscribed. The guidance which accompanied the
EO 13771 stated that “significant” regulatory actions counted toward the cap on
regulation, but offsetting deregulatory actions could be derived from a broader set
of deregulatory actions, including “rules and guidance; streamlined record-keeping
and reporting requirements; and some actions related to international regulatory
cooperation.” In other words, there was no limit placed on the number of “nonsignificant” regulatory actions which could be replaced by new, significant regulations.

13 The White House, “Presidential Executive Order on Reducing Regulation and Controlling
Regulatory Costs”, National Archives and Records Administration, https://www.federalregister.gov/
documents/2017/02/03/2017-02451/reducing-regulation-and-controlling-regulatory-costs
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Elimination Or Delay Of Obama-era Rules
The Trump Administration used a range of mechanisms to either eliminate or delay the
implementation of a number of Obama-era rules. The first mechanism is through the
1996 Congressional Review Act which provides Congress with 60 legislative days to
revoke rules and laws after they have been implemented. Prior to 2017, this mechanism
had only been used once, in 2001. Since Trump assumed office, lawmakers have used
it to reverse 14 Obama-era rules across a range of policy areas including industrial
relations, environment and energy, and health care.
Secondly, at any given point in time there are a number of regulations which have
been announced, or which are being promulgated at the agency level, but do not
yet have the force of law. A change of Administration usually brings a change in
attitude toward the efficacy of some of those announced and planned regulations.
President Trump noted that within the first 11 months his Administration “has cancelled
or delayed over 1,500 planned regulatory actions…”. The actual number was 1,720,
including 860 pending regulations which had eliminated or stalled, 469 regulations
which had been withdrawn, 109 regulations considered inactive, and 282 relegated
to long term.14

Streamlining Of Approvals
On 30 January 2017, President Trump issued a Memorandum for the Heads of
Executive Departments and Agencies, Streamlining Permitting and Reducing
Regulatory Burdens for Domestic Manufacturing. The memorandum directed
departments and agencies to expedite the reviews of and approvals for proposals
to construct or expand manufacturing facilities, and to reduce regulatory burdens
affecting domestic manufacturing. The memorandum also provided for the Secretary
of Commerce to submit a report to the President which outlined a plan to achieve this
streamlining and deregulation. The report, according to the memorandum, “should
identify priority actions as well as recommended deadlines for completing actions.”15

Restructuring The Executive Branch
In March 2017, President Trump issued Executive Order 13781, Comprehensive Plan
for Reorganising the Executive Branch. The EO directed the Director of the Office of
Management and Budget to “propose a plan to reorganise governmental functions
and… shall include, as appropriate, recommendations to eliminate unnecessary
agencies, components of agencies, agency programs, and to merge functions.”16
14 Amy Scott, “How many regulations has Trump actually killed?”, Marketplace, 19 January 2019, https://www.
marketplace.org/2018/01/19/economy/how-many-regulations-has-trump-actually-killed.
15 The White House, “Streamlining Permitting and Reducing Regulatory Burdens for Domestic Manufacturing”,
National Archives and Records Administration, 24 January 2017, https://www.govinfo.gov/content/pkg/FR-201701-30/pdf/2017-02044.pdf.
16 The White House, “Comprehensive Plan for Reorganizing the Executive Branch”, National Archives and Records
Administration, 13 March 2017, https://www.federalregister.gov/documents/2017/03/16/2017-05399/
comprehensive-plan-for-reorganizing-the-executive-branch
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The Size Of The Administrative State
Remains Unchanged
The challenge for any Administration or government, not just in the US but across the
developed world, is the sheer size of the bureaucracy and the administrative state.
Over the past five decades in the United States, for example, the total amount of
funding to regulators, along with their number of staff, has steadily increased. This
increase reflects the growing extent of intervention and involvement of the regulatory
state in economic, social, and national security matters.
In terms of funding, the Trump Administration halted the rapid increase observed under
the Obama Administration, and has slightly reduced funding by 0.5 per cent. This
follows a 15 per cent increase during the Obama Presidency.
Chart 5: Funding of the Administrative State

Source: Mercatus Center

Another measure of the size and growth of the administrative state is through the
number of full time staff employed by regulators. As chart 6 below shows, total staffing
numbers from 1960 to 2001 increased by approximately 116,000, from 57,000 to
173,000, an increase of 203 per cent. With the introduction of the Transport Security
Administration (TSA) in 2001 staff numbers increased rapidly to around 300,000
in 2003, before stabilising at around 330,000 in 2010 where they have remained
roughly constant to the present day. Again, one of the main achievements of the
Trump Administration has been in not adding to the growth of staff numbers in the
administrative state, rather than reducing the number of staff.
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Chart 6: Staffing of the Administrative State

Source: Mercatus Center

The rapid growth in the administrative state, and the lack of progress in reducing its
size reflects the fact that the only way to achieve large and sustained reductions to
red tape and regulation is through rationalising the role of government. In practice
this means eliminating functions, departments, and agencies altogether, rather than
seeking to trim them around the edges. The Trump Administration has yet to take on this
broader task, at least within the first half of its first term.
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Economic Impact Of Deregulation
The US economy has been steadily improving across a number of measures following
the deregulation agenda, assisted by other policies such as corporate tax cuts and
liberalisation of the domestic energy market.

Empirical Evaluations
The economic impacts of the Trump Administration’s deregulation agenda have been
analysed by the US Council of Economic Advisers (CEA). The CEA is an agency that
sits within the Executive Office of the President and has primarily responsibility for
delivering advice to the President on the formulation of economic policy. In a June
2019 report the CEA identify that as a result of deregulation American households
can expect an increase to annual incomes of around USD$3,100 ($380 billion
in aggregate) over five to ten years.17 This can be seen in Chart 7 below, which
highlights real wage growth under three scenarios: growth with continued regulation,
growth with a regulatory freeze, and growth under Trump’s deregulatory effort.
This is a significant increase to household incomes flowing directly from the
Administration’s efforts to repeal and reform regulations that suppress productivity,
competition, and choice. Notably, these economic benefits to households are more
significant (net aggregate benefits exceeding 0.6 per cent of national income), and
come from a shorter time-frame of deregulation, than the Carter-era deregulation of
the airline and trucking industries (net aggregate benefits of 0.5 per cent of
national income).18
The CEA analysis outlines specific instances where households are better off from
deregulation. For example, by enhancing choice and price competition in the
healthcare industry, households are estimated to save almost 10 per cent on retail
prescription drugs, increasing household purchasing power by USD$32 billion
per year.

17 The Council of Economic Advisers, ‘The Economic Effects of Federal Deregulation since January 2017: An
Interim Report’, The Council of Economic Advisers, June 2019, https://www.whitehouse.gov/wp-content/
uploads/2019/06/The-Economic-Effects-of-Federal-Deregulation-Interim-Report.pdf, p. 19.
18 Ibid, 20
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Business Investment
Chart 8: New Business Investment

Since President Trump’s election in November 2016, private sector business investment
has increased from 17 per cent to 18.1 per cent. This is above the 20-year average of
17.5 per cent and the long-run average (40 years) of 17.7 per cent. It’s also the highest
rate since mid-2007.
There are a number of economic explanations of how reducing the regulatory burden
increases business investment. Among these are a greater degree of certainty, reducing
the cost of compliance, and reducing barriers to innovation and entry of new firms.19
Basic economics and finance holds that investment contracts when new regulations are
implemented as investors and business owners are unsure of the adverse impacts on
their rate of return. In addition, regulations impose costs on firms as they are required to
direct resources away from productive ends and towards compliance.
A 2005 analysis by leading European economists explored the relationship between
regulation and investment, and specifically the causal factors behind why US GDP
growth surpassed that of continental European economies in the second half of the
1990s. The paper found that investment, as a vital engine of economic growth, was
hampered in the European economies by onerous regulation, and encouraged in
the US by a period of deregulation starting in the 1970s.20 The paper summarises
19 Richard W. Fisher, “Random Referring: How Uncertainty Hinders Economic Growth (With Reference to Lucky
Puppies, Pepper… and Salt, Lawrence Summers and Thomas Jefferson”, speech, Greater San Antonio Chamber of
Commerce, San Antonio, Texas, 29 July 2010, https://www.dallasfed.org/news/speeches/fisher/2010/fs100729.
cfm
20 Alberto Alesina, Silvia Ardagna, Giuseppe Nicoletti and Fabio Schiantarelli, ‘Regulation and Investment’, Journal of
the European Economic Association, vol. 3, no. 4, 2005, pp. 791-825, https://www.jstor.org/stable/40004823.
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that “deregulation leads to greater investment in the long-run”21, and perhaps more
importantly that “the marginal effect of deregulation depends on how deep the
change is: more decisive regulatory reforms have a greater marginal impact”22. If
regulatory reform is to have a positive impact on investment it must involve a clear and
meaningful change to regulation, not just tinkering at the margins.
As a result of the regulatory reform undertaken so far under the Trump Administration,
business investment and sentiment in the manufacturing sector in particular has
increased. As will be explored in the following section, this has led to rapid
employment growth, reversing the trend of declining manufacturing employment in
both absolute terms and as a portion of all non-farm employment. Data from the
National Association of Manufacturers, for example, shows that outlook amongst
manufacturers for their sector is positive and has improved substantially following the
2016 election.
Specifically, each quarter the National Association of Manufacturers releases its
Manufacturers' Outlook Survey. Through this survey, businesses in the manufacturing
sector are asked a number of questions about conditions in the manufacturing sector
and the outlook for their own business. Questions include, for example, "How would
you characterise the business outlook for your firm right now?", "Over the next year,
what are your company’s capital investment plans?", and " What are the biggest
challenges you are facing right now?." Each quarter around 400-700 manufacturing
firms are surveyed of varying size (small, medium, and large), and across different
fields (chemicals, machinery, food manufacturing, wood products, etc...).
From the survey results a composite Manufacturing Index is produced. Index readings
above 50 indicate the outlook exceeds the historical average of the survey - which is
a 75 per cent positive assessment - and values above 60 suggest that the outlook is at
least one standard deviation greater than that average. The index has been above 50
for "all firms" or 11 straight quarters.
Moreoever, in the immediate period following the implementation of the
Administration's deregulation policies, a special set of questions were asked in the
survey conducted in the second quarter of 2018 about the impacts of deregulation.
The responses were overwhelmingly positive. As a result of the changed regulatory
environment, 46 per cent of respondants said that they were more likely to increase
capital spending (compared with 28 per cent who said they would not and 22 per
cent who said they were unsure); 45 per cent said they were more likely to increase
employment (compared with 35 per cent who said they were unlikely and 19 per cent
who said they were unsure); and 50 per cent said they more likely to increase wages
and/or benefits (compared with 30 per cent who said they were not and 20 per cent
who were unsure).

21 Ibid, p. 819.
22 Ibid.
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Chart 9: Percentage of respondents positive in their own company's outlook

Job Creation
In April 2019, the US unemployment rate fell to 3.6 per cent, the lowest rate since 1969.
As chart 10 shows, the unemployment rate had been gradually declining from its high of
10 per cent in late 2009 following the Global Financial Crisis and the resultant economic
recession. This boom in employment can, in part, be attributed to the Trump Administration’s
deregulation efforts. A 2015 paper by the Mercatus Center analysed the effect of regulation
on employment. The paper highlights that for a 10 per cent increase in regulation, there
is a 0.9 per cent decrease in hiring and a 0.5 per cent decrease in the creation of new
businesses.23 From 1998 to 2011, overall federal regulation increased by 24 per cent,
leading to a reduced entry of new firms by 1.2 per cent and reduced hiring by
2.2 per cent.24
These empirical findings are in line with long-held theoretical arguments for regulatory
reform: excessive regulation results in the misallocation of resources, requiring businesses to
divert time and finance to compliance rather than investing in hiring and training
new workers.

23 James Bailey and Diana Thomas, ‘Regulating Away Competition: The Effect of Regulation on Entrepreneurship and
Employment’, Mercatus Working Paper, Mercatus Center, George Mason Univeristy, 2015, https://www.mercatus.org/
system/files/Bailey-Regulation-Entrepreneurship.pdf, p. 16.
24 Ibid
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Chart 10: US Unemployment Rate

In 2016, then-President Obama notably stated that some manufacturing jobs “are just
not going to come back”.25 While employment in manufacturing grew significantly in
absolute terms in the recovery from the 2008 recession, it continued to decline as a
portion of total non-farm employment. The growth in manufacturing employment had
stalled by mid-2015, and failed to grow until after the 2016 election.
However, regulatory reform has contributed to a reversal of these trends.
Manufacturing employment as a portion of all non-farm employment has grown
from 8.46 per cent in July 2017 to 8.5 per cent in May 2019.26 While this change
may appear small, it is important for three reasons: it goes against the long-run trend
of declining manufacturing employment as a portion of total employment; it comes
at a time of very low unemployment (see Chart 11), meaning that manufacturing
employment has had to grow faster than non-farm employment; and it represents an
increase of over 422,000 jobs in the manufacturing sector alone. In 2018, the industry
posted net job gains of 284,000, capping its best calendar year since 1997.27

25 ‘Obama: Some jobs ‘are just not going to come back’, YouTube, 1 June 2016, https://www.youtube.com/
watch?v=CKpso3vhZtw.
26 U.S. Bureau of Labor Statistics, “Employment, Hours, and Earnings – National”.
27 Thomas Franck, “Manufacturing industry posts biggest annual job gain in 20 years”, CNBC, 4 January 2019,
https://www.cnbc.com/2019/01/04/manufacturing-posts-best-calendar-year-for-job-gains-since-1997.html.
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Chart 11: US Manufacturing Jobs

Economic Growth
Economic growth is another key metric used to measure the performance of the
economy. Under the Trump Administration economic growth has improved compared
to recent trends, in line with other metrics explored in this paper. In a 2014 paper, for
example, leading US regulatory economists Mark Crain and Nicole Crain estimated
that federal regulations reduced economic output by $2.028 trillion, or 12 per cent of
GDP.28 Given the increase in regulation from 2012-2016 outlined in the first section, it
can reasonably be assumed that this cost increased in the years after Crain and Crain
published their findings.

28 W Mark Crain and Nicole Crain, “The Cost of Federal Regulation to the U.S. Economy, Manufacturing and Small
Business”, available from http://hdl.handle.net/10385/2103, p. 1.
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Chart 12: US Economic Growth Rate

Economic growth and GDP are impacted by regulation in a number of ways.
Regulation affects the rate of business formation and innovation. By erecting barriers to
entry, or increasing the entry costs, regulation hampers the ability of entrepreneurs to
innovate and form businesses, impeding economic growth. In addition, regulations can
cause the misallocation of resources such as via the compliance costs associated
with regulation.
Crain and Crain further argue that regulations are made in a one-sized-fits-all manner
and therefore place disproportionate costs on smaller businesses compared with larger
businesses. In the same 2014 paper, Crain and Crain estimate that the average cost of
federal regulations to be $9,991 per employee.29 Importantly, this aggregate average
does not reflect the burdens placed on businesses of different sizes. When measured
by firm size, the cost increases to $11,724 for firms with 50 or fewer employees,
$10,664 for firms with between 50 and 99 employees, and decreases to $9,083
for firms with more than 100 employees.30

29 Ibid, p. 2.
30 Ibid
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Lessons For Australia
The American experience holds a number of lessons for Australia. To boost economic
growth and investment, reduce unemployment, and increase the purchasing power of
households, the Australian government must embrace a regulatory reform agenda. This
requires a number of factors present in the current US deregulatory effort.

Make Reform A Part Of A Vision For The Future Of The Country
Making America Great Again has multiple interpretations. This is a part of its broad
electoral appeal. But it was more than a slogan. It was a vision comprised of a number
of component around political institutions, national sovereignty, economic prosperity,
international trade, and foreign intervention. The key link in the economic realm was
bringing back jobs to re-juvenile parts of the country which were in economic decline
and disintegrating. It was a moral message more than an economic one: job creation
in traditional industries was needed to stop drug use, support communities, engender
pride, and support families. Cutting red tape was one facet in a broader economic
reform agenda.

Political Leadership
President Trump has driven the deregulation agenda from the top through executive
orders and has placed pressure on agencies to participate in the effort. Deregulation
was a key part of Trump’s election campaign,31 and it continues to be a priority
while in office. Trump’s use of the one in two out rule shows a bolder approach
to deregulation than displayed by previous Presidents who have attempted
deregulation.32 If Australia is to have a serious deregulatory effort, this will require
similar political leadership and commitment to the cause.

31 See “Donald Trump’s Contract with the American Voter”, available at https://assets.donaldjtrump.com/_landings/
contract/O-TRU-102316-Contractv02.pdf.
32 James Broughel and Laura Jones, “Effective Regulatory Reform: What the United States Can Learn from British
Columbia”, Mercatus Research, Mercatus Center at George Mason University, September 2018, https://www.
mercatus.org/system/files/broughel-regulatory-reform-mercatus-research-v1_3.pdf, p. 4.
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Bureaucratic Cooperation And Accountability
Agencies responsible for creating regulations have been supportive of deregulation
under Trump’s Presidency. Having the support of agencies is important in delivering
effective deregulation, and analysis from the Brookings Institution found that “agencies
under Trump significantly reduced the total amount of rulemaking relative to 2001,
2009, and 2016”.33 This trend was true across both independent and executive
agencies, suggesting that all have been broadly supportive of the current agenda.
The one in two out rule is an effective tool for achieving deregulation as it prevents
regulators from increasing the regulatory burden. Additionally, it holds the bureaucracy
directly accountable for regulatory actions, and encourages buy-in as regulators retain
flexibility.34 Australia should encourage bureaucratic accountability and buy-in to
ensure that a deregulatory agenda is effective. This could include imposing rules on
agencies, such as one in two out, that encourage buy-in by maintaining independence,
while also ensuring that agencies reduce the stock of regulation on the books.

A Commitment To Reform
Recent deregulation efforts in Australia have tended to be relatively short-lived. This
runs counter to understandings of effective deregulation, which require a maintained
effort. As highlighted by Alesina et al, the benefits of deregulation are magnified when
there is a deep and sustained effort.
The United States provides evidence of the importance of maintaining a deregulation
agenda, as demonstrated in the Economic Impacts of Deregulation section of this
report. One of President Trump’s first actions in office was to issue Executive Order
13771 which initiated the deregulation efforts; at the time of writing, the most recent
Executive Order is EO 13878, Establishing a White House Council on Eliminating
Regulatory Barriers to Affordable Housing. Key to the current deregulatory success has
been the sustained effort of the Administration. To have a long-term positive impact on
the economy, Australian governments must maintain a commitment to regulatory reform
over a number of years.

33 Connor Raso, “Where and why has agency rulemaking declined under Trump?” Brookings Institution, 29 June
2018, https://www.brookings.edu/research/where-and-why-has-agency-rulemaking-declined-under-trump/
34 James Broughel, “A Step-by-Step Guide to Using Mercatus Tools to Reduce State Regulation Levels”, Mercatus
Center at George Mason University, 2017, https://www.mercatus.org/system/files/broughel-regdata-state-guidemop-v1.pdf, p. 4.
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Rigorous Analysis
The impacts of deregulation must be analysed and communicated so as to provide
support for the deregulation effort. This requires thorough analysis; as noted by
Winston, “assessments of the actual effects of deregulation… require a counterfactual
approach… [which] isolates external economic effects by measuring the effect of
one policy”.35
The Council of Economic Advisers have done this by building their aggregate analysis
of deregulation from the industry level up. This has allowed them to measure the net
aggregate effects of deregulation, such as increases to national income, while also
demonstrating the benefits to households of specific deregulatory actions. By utilising
this approach, the CEA has highlighted that, as a result of the Trump Administration’s
efforts with the Food and Drug Administration, retail prescription drug prices have
declined in nominal terms for the first time since 1972, with prices currently sitting 11.2
per cent below the pre-election trend.36
Employing this approach encourages support for deregulation efforts, which makes
them sustainable in the long-run. Analysis of deregulation and its effect on the
economy is enabled by new technologies, such as the Mercatus Center’s RegData
Australia tool.37 If Australia is to implement a deregulation agenda, analysis and
communication will be central to its success.

35 Clifford Winston, “Economic Deregulation: Days of Reckoning for Microeconomists”, Journal of Economic Literature,
vol. 31, no. 3, 1993, https://www.jstor.org/stable/2728241, p. 1270.
36 The Council of Economic Advisers, “The Economic Effects of Federal Deregulation”, p. 9-10
37 See Patrick A. McLaughlin, Jason Potts and Oliver Sherouse, “RegData: Australia”, Mercatus Working Paper,
Mercatus Center at George Mason University, June 2019, https://www.mercatus.org/system/files/mclaughlinregdata-australia-mercatus-working-paper-v1.pdf.
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Conclusion
One of President Trump’s key focuses after being elected has been his efforts to
reduce the burden of government regulation. Within the first ten days in office Trump
had signed an Executive Order to commence his deregulatory agenda, Reducing
Regulation and Controlling Regulatory Costs. This EO contained two important new
rules for agencies, to remove two regulations for every new one issued, and to keep
the total incremental cost of new regulations below zero. In issuing this EO, Trump
signalled the essential elements of his deregulatory agenda: decrease the amount of
regulation on the books, and reduce the cost of regulation.
The main impact of the deregulation agenda can be observed through a number of
key metrics, including the promulgation of new significant rules, the dollar benefit of
reduced regulation, the number of pages of legislation added, and the number of
regulatory restrictiveness clauses added. In particular, this paper finds:

•

•

In the 2017 fiscal year, 22 significant regulations were repealed for every new
significant regulation introduced, with 67 significant deregulatory actions and
only three significant regulatory actions. This resulted in a $8.1 billion reduction
to regulatory costs.38
In the 2018 fiscal year, 12 significant regulations were repealed for every new
regulation introduced, with significant 176 deregulatory actions and 14 significant
regulatory reductions. This resulted in a $23 billion reduction to regulatory costs.39

This brings total regulatory savings to $31 billion over the 2017 and 2018 fiscal
years. Further,

•
•
•
•

•

Only 19 economically significant rules were promulgated during the first Presidential
year of the Trump Administration, the fewest since the Reagan Presidency.
Only 36 new major rules were promulgated in the first Presidential year of the
Trump Administration, the fewest since 1996 (when records began).
In 2017 the total pages of legislation dropped to its lowest number since 1993
at 61,950 pages, a 35 per cent drop from 2016.
The Trump Administration introduced fewer new restrictions in legislation (terms
which directly restrict or compel behaviour such as “will not” and “must not”) in
its first year of government than during the first year of any other administration
since and including the Carter Administration in 1977.
An analysis prepared by the White House Council of Economic Advisors
estimated that the administration’s deregulation efforts would deliver a $3,100
increase to real household income over a decade.

38 Office of Information and Regulatory Affairs, “Regulatory Reform: Two-for-One Status Report and Regulatory
Cost Caps”, Executive Office of the President, https://www.reginfo.gov/public/pdf/eo13771/FINAL_TOPLINE_
All_20171207.pdf.
39 Ibid
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As this paper has shown, the effects of Trump’s deregulation can be seen across
a number of economic indicators. Economic growth has improved drastically,
business investment is above the both the 20- and 40-year averages, unemployment
is at historic lows, and there has been a revival of the American manufacturing
industry. Additionally, household incomes are increasing substantially, new business
applications having risen sharply, and sentiment in the manufacturing sector is
reaching record highs.
However, as with all policy, the Administration’s Deregulation program has a number
of drawbacks. Firstly, the Executive Order only applied to “significant” rules, and
thereby excluded the thousands of less significant rules routinely promulgated by
government agencies and departments. The Executive Order also exempted from its
remit rules mandated by Congress as opposed to driven by agency discretion and
any rules from the so-called “independent agencies” like the Federal Communications
Commission (FCC) or the Consumer Financial Protection Bureau. Similarly, the overall
size of the federal administrative state and bureaucracy in terms of funding and staffing
levels, remains relatively unchanged, although there has been a slight reduction to
total funding.
A number of factors have been central to this success and provide lessons for
Australian policymakers. Trump’s deregulation agenda has been more effective
than previous efforts as it has involved a vision for the future of the country, political
leadership, bureaucratic cooperation and accountability, a commitment to reform
and rigorous analysis of impacts. These elements should be noted by policymakers in
Australia as they are key to implementing a similarly effective deregulation agenda
in Australia.
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Appendix 1: Examples Of Deregulation
Replacement Of Clean Power Plan
In June 2019, the Affordable Clean Energy rule replaced the Obama-era Clean
Power Plan. While the CPP aimed to remove coal from the energy mix, the ACE rule
encourages efficiency upgrades and gives states more control over their emission
targets. It is expected to have an annual net benefit of between $120 million and $730
million, including costs, domestic climate benefits, and health co-benefits. Under some
scenarios, the Environmental Protection Agency estimates compliance cost savings of
up to $6.4 billion compared to the CPP.

Economic Growth, Regulatory Relief, And Consumer Protection Act
The key change under this act is to increase the threshold for enhanced regulation
imposed by the Dodd-Frank Wall Street Reform and Consumer Protection Act, from
$50 billion to $250 billion. This provides regulatory relief to small and medium-sized
banks who were never the intended targets of the Dodd-Frank regulations. The act
also increases the examination cycle for small banks from 12 months to 18 months and
removes the requirement to undergo stress tests for small and medium-sized banks.

Waste Prevention, Production Subject To Royalties, And Resource
Conservation; Rescission Or Revision Of Certain Requirements
Repealed some requirements from the Obama-era Waste Prevention, Production
Subject to Royalties, and Resource Conservation rule which the Bureau of Land
Management reviewed, concluding that “certain impacts were underestimated and
many provisions of the rule would have added regulatory burdens that unnecessarily
encumber energy production, constrain economic growth, and prevent job creation”.
In addition to adverse costs of abiding by the rule, the BLM determined that it
contained a number of administrative and reporting requirements that would have
imposed unnecessary burdens on operators and the BLM.

Railroad Noise Emission Compliance Regulations
The rule eliminates the requirement that certain locomotives display a badge or tag
to demonstrate the that the locomotives comply with noise emission standards. In
doing so, the rule reduces unnecessary economic burdens on the rail industry without
impacting compliance with standards. The Federal Railroad Administration identified
that they were able to effectively enforce compliance with noise emissions without the
presence of a badge or tag on locomotives.
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Commercial Driver’s License Upgrade From Class B To Class A
Repealed a rule which required the same level of theory training for individuals
obtaining a commercial driver’s license (CDL) for the first time as for those who already
hold a Class B CDL and are upgrading to a Class A CDL. As Class B license holders
have prior training, it is not necessary for them to receive the same theoretical training
as those obtaining a CDL for the first time. This deregulatory action is expected to
result in $18 million of annualised cost savings, with 95% of these savings going to
driver-trainees.

Elimination Of The Marking Livestock Requirement
Eliminated a requirement that livestock carcasses be marked “U.S. Inspected and
Passed” at slaughter establishments when the carcases are further processed within
that establishment. The regulation was created in a time where slaughter establishments
usually transported their carcasses to other establishments for processing. When
moved to a different establishment, carcasses are transported in fully labelled
containers. Repealing the regulation is expected to save just under $1 million annually,
and save up to 45,349 hours of work.
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