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Ralph E. Flanders

for Economic DnmlopcMnt is a unique undertak-

ing ia a nmabor of respects* but la iwaa aor® so than In It© way of

•working* Before talking to you about I ts tax progruia, I rouXd likfl to

g&y a \&>rd or two about hum thut program, ami others whioh will

i t t "were devolopod*

fhs Comlttee 'Itself l i h0«wl«d by a Board, of *ru©tO'->»

l»y a gEP.ll £poup of buslueenaen oall®d togoth r by Mr* J«B««

Secretary of th© Dtipart^Rnt of Cosmoro©* ^t vme his b@llaf that a

group could contribute to aatioiml public policy by aaking & ©or̂ fle of

obj«ctlv» studios of tho various probXesas in wliloU th® op^:tktione and

re la t i « i of Vwisiowss ifUMi th« public iataroat. Hie part in tbji for-

^Eition o£ C£B was in givirjg i t tills in i t i a l ii^>uisa# iu m&lnc i t ©asy

.for t l» CoEt;iitt««>t onom forta»d# to haw aocesss to Gbvttrnaaat ©tatistioe

aad .inforsEttioa# aad ia faoilitatini; aoc^ce to Gov*rammt officiale Cor

ooxuBultatioxu Aoid^ Cton. t k i s t tiae CED is oo!a$)Xat©ly free fiPtM Oovarasaen

control or Govornovnt fiaaaciag. I t is an i,-idop9iid#nt bus!noes body

aesictod in sosw r«sp#cts by thm QovernanRfĉ  but not r©sj>on©ibl® to i t or

iafXu®iio«d h^j it#

A group of truetsec vm& »«lootod by tli« ori£iu*Ll oxxaaisinc

iaitt»#« Th«co tinifitooe cu*a dî T n̂ ontiroly from busitttcs lif©, aivi to

ovor HM DM shows clearly that rsepciisibl© and publio-spirlt«d zaon in

our buein®se llf« !»T@ aoooptod tho resjjousibilitio© izmrolvodi and I aay

add t^it thiiy 2»VQ ace tlK^a, i^t ris/oXy In w rds f but with

counsel SOi ĝ l̂ HMMhi

Aaido froa tho finano© Cci3nitts«# vhoso task i t has boon to

the t\m&B rotjuirtM to M^porl oitr v^r!;» tl*© spsratloas of C3D ar©
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totwou %tm ma&fctMa \fiv,o pXay ttvplflKMKimr? pa ̂ 8 in tftt eonplote

-iug* &*% undortakinr; i t tin* •fXN&etiv© ©tisauX&t̂ .csa of Arao

enterprise to Up point MMPt 1% will a t t a in and* without

r*Cat&Ia i fcigh lovol of productive aaploynont la th i s country*

?}ja f irst c£ thoo* two ca*rU.tt««*s Is tfto- fx#X4 Cuimaitte®, I te

part 11 «6 ~:4 a t rxliTldiAl ^uairw&sos^ isrgn acid CJ-JBII, to plan for

th» poctuu* p«riodg both for fcfea Innnttton toil tlim iiitor ^»^re# in such

ii tlmt c>- #-., g i t s miltfllwil t*-» totuX - '̂iusiis oX ©sap

,!l/od IT t l» oouati*;/ _o to b<j b*t<trX<illy prosperous.

^>rs-blo 0O0Up*ti<mi iJMl i^ogjctkpklo^l r«E£;ionsf tho

extd oxpoct^l l i awt *. > .opgKot If &•->&© X«>xgt* owr«4Lll plan, but

to t a l of hunlrods of ti^ua^ads^ r«mliy MiXXloMlf of InUvi

y indlri.d.uiais cad iiidtriduRl oonima,6s «bl katm t ae i r

lM and possibiXitii?s« %v& c ĵa ^oie.i ,V BXX llMif ptMM (la

of thai* f^lUMI« yar^lftl m U N H *aA l u l l suoo«&(,oe) wil l

up to the d»6iixs4 &ra& ©apocted eoc^nX .̂nd itMBWii ra tul t* ttAi ic

t* e. i«m uaior"tTipln^»

Tt*e othor imXf or tha v/ork of CBS f̂c la fcfci .^iids of the ^

^ t)f vhloh ' na olastirimn* U* art) c>acarnnd with ttett c--?;.ditio'a«

forces oi^isldo of HM individuaX ImiltMiKS itw?Xrf vtiieh imy imv« e.

rfttlning eiY?ct oa tha suco«cs or faiXi*t of t i ^ taiiYlAal ptaNfc ttu^f

of t}vai?# HaNMH are M Xnpo i^tcat axid i t ifcPtOf Hlftt th©7 Oî ri «r#ok -wi«j b«»t-

laid pX«ins of the no&t skiXXfuX bucii^ss ;.Toyp or ladiVlteCU 1*09 fcto* *»'-»lu«

tion of probXosaa §BBO»ot«Ki with tlmm oufcaifo fanm$ vhlch &i*n HM^Sy in

tho covori3KiB:vtikl flftlAg i t m s deeoo^ aiMaaW^ to oarry on a garios of

ualar tli© Wbt pc»sibX«> auspio^o er*d by tUo bart patilMa means9

to d©vwXop €ron thas^o etti^ioe r^aofSEasudatiojos on public poXiey in
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The Ifader&l fM polaoy etftro/amt* tbotit which 1 &a to sp

If Mdjf -«>no o** those projects* tl^u^h ft sjNrt Important

^ tlvO oth^r ?*sre important ernes a?e tfei OJIMt&onp rolatimg to the

liquidation, af TJar~tiae controls, the proper balance bottwen agriculture

and in&uetry, tĥ > pluoe whioh foroign trftdo liolds in our Anoriean tMNM^

and thw t*onori\l problem oT ai?oid2jn^ nxtrvrioB of NMHl aa«i d#pr©ssion« All

o* t^s»5 toploa «u*« ctudiwd from th© eomi siiiglo point of vim?t MlKl of

ulnc; B ! levol of pridnotlf rniplo^/iiKrnt. thiM l i t?nj furuia-

on ^ : oh *«m >:*op oxgr <ay?tu fixod In a l l o '

spo!:e o£* the uni«-{iuKien« of tlm un<*ertR:lng ftf the Field

Mttttoto TJie Hooorroh Co?;n-lttoe la t\irn Jmr. a urJq.\*o tiny of studyixsg

Ito probl^ae Rnfl r«aeh3nc i t s wmmAnvtiMm* Tim j.n3thod %m be^m adopted i s

t l» on* JMril W MUiVt l | mH lii:«ly to lead# isot to a eosjwntiorja!

cHir^r ooiiolusi.on# but to sonothin^ :̂ >r© rumrl2f apixroaoJiixie ob-

truth di««ocl».tod from our indlvid.qal prf^udices aac! proconooptions,

Tlj© Ti«o«ftrch Cosnittoe itsoXT If naOo î ) of bttfiinoss»9n« The

TIce ttMfWB is Bb»fit^r 3&vief Prosidesit i f HM Federul I m m Saii: of

f>t» Louie» /aaothf>r rwobtsr la I>;>nald David, Doan of ths Sbrward Buciness

School* but wlio has r«iiotxtly OOJW to that insti tution from Ha presidency

of the fetgtil Mtteg Pcwder Gaafpany* Otb?»r î embers &r© Brio JoUaston*

President of the Dr^/a-Johaston Con^any aad the HiCtml Statoa Cliasfcor of

Commro®} Ernest ranaler* "liair^im of t̂ x© Soti-d of tho IMiv^raal Credit

Corpomtioa, Dotroit, HicUlgani TI^HRB • Unroot* ClAlrsian of J# P« ^argan

tlo^ Torh| Râ HMfl :tubioasi* recently retired fror^ oa@ of the

proat advortielnc -^ra©| 3®« r̂dslov *.J4ujalf Tre*»ouror of R» H. Ifccy

!Jim torkf QRrry Soheroaa* President of tlte
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Club* How Yorkj <3crdn«r COYIOQ, Puhlish&r of the Dee ?lDiQd6 Res

and, es officio* Paul aoffaw^ President i f Utt ?tudeba!cer Corporation

of South B«,^# Indiamt and vj l l l iaa fteaton, f l a t President of the

Wtivoreity of Bfclaego Mad Proei<!©nt of t l K t ac t ive business ceaoora**

C M IftlHiV t1 I as?.} &r«* Cb&ir^aa and Tic© Chairman, rospootively, of

ttvs Boa ts of tintetaog*

"bt thing to t^lt^fi Ul looking a t t h i s l i s t of anaos in tli.it

they r@pres«,sat a -/id© raa^o or «9epc4*.'<snin9f of tamportaaent mid of pclnt

of f&§*« Tb» co!ac"l«t^id roeu l t of tlm doX'-b*ir^tionr» at* ttlli .;*roup of MS

ca-ii«ot bo pre<fti©te«I In i4NwMMNi Arriving a t MMM tttlinlliinini of

sor t w i l l bo a dir,;.xtcult |^*oooss» Diff icul t ta^ugh i t s»y b#f

a ooiiclueion ftr lv§4 Hi wi l l ha-** bod HM fMl-"t,ist»|:© vf discussion from

isstgimblo 'rimegotnt emi of %Ml4fl( Pî MI tt %iid» re-i^e of ©x-

f this body and ta» unbrediotab&Xity of i t s

oonolusions aro la oc^Ttragt to tho noranl igff aeh by buslntsMMi to the

•tudy tf public probl«i»f i l ^ftill N l l ^ctowmry for a group of Ilk©-

•ami to »r-*.lvo at prediotablo c--nolusions» tkXM lat ter proofs8

e&cy* Tl*« imdartakiix* W IVfV sot for ourselves is

difficult , but lK>lde possibilities of Bu;x5r\or rogults»

But the ftoeearoh Con-iitto^ dooc not depeiKl on i t* owi #xpoi>»

i©uo#, «ido and varied thi*usJi i t s»y b«« It set up & TioGe&rah AdTioory

Soard of eociEl soiezititt©, for tlw ms t |mrt ©o^n^salst©, vt& haw boon

piokud witli tho s&?a9 regard for variety of vlev^'ilat, ftjHKiialisation ftiid

ten^orasaent tlmt tots thron in th& solootion of the Hosoerch Cojŝ v.ltto^ i t -

self* Tho -o &ro but two oorrs.vn. ro<|u:,ro2i»nts cone idored in tho selection

of a l l of th®%e aeaf theee wore that they should bo intellactually
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and thfci they should bo universally rocognisod by their aceoci&ta* &&

taftviag ct high proftMseloiisl standing* Tho*e rt^juSrwnentis hftva been g©t,

but Bfttttflg then hM not interfered with th» -variety Of outlook &nd ox-

per tattoo vshich 1M I Ugbt «nd dfctftiaiii

TJ» tMMMfflll At»SiOiy B.a.-d oorislsts of Ŝ aamsr Bliclit«r# Chair-*

mi*» Ml tanrt h i f l m w "»r flhrffcWi CfcirTtlty; Robert Calkins, Vic©

Chftirmn, DQAZI of tho Cola'sbln 5olv:>:>l oC Hucincsr,; Da-'id CftTorc, DttB of

the School if U*fj .Ouke *.:.vor&ityi H«il Jaouby, Proreeeor of Vt

Snrold J>ecsTsoll# Director af M

h t Library of BuqpMt* f^M D» !"»j Trll

of HH Conoll A,̂ *ioiiltur<> Coll«^©j tt^tiipt Sohilti# of tha p

of RoaBSoiileAji Ub1v#r«lty of Ohi—g»j ana R«Ipfa ***H* JYofo«aor of

Sooao«alo»# Jilvtsrsit;/ of

."\ Mdltioii to th i s , vo )»VQ i Mwareh st«.ff viioee director

;s to iuc

i of the

toa* Hot caly did b? suocoesfully pre^eut ths i r

©me® but, air* rMMrlsUy s t i l l , in 00 doing h© excited llHi ftdmlrfttion

of the administration j^roup wliioh Imd the irwostigf-tion in cl^r^®» !'3r#

witl; hla no EesaeroU &ssooi&t©6 !£•• Gai'diner 'kmas wid Ikwcrd

of long o:<porlenco in ^ovoraa«at»l r«i©*mreht sad «. niua; er of

others te vrban ep«Q.lal u£fe^rt&kir^;s a.-e MMllgMAa

Tlie history o:'' tfcg tax roper t ^ i l l 8tv>v bit? tlii© organ!wition

operates* Dr« Yntdna* f i r s t wltti the apr>r<nml of the fieoo«troU Coianltt#o#

•dleotod the aPEt ooiapotout awdlubl^ student if fodoral taa^tiou to pre-

pare a lagn^^rapU on this subjoat* lie solootod Pr« B&rold Grove?., Professor
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of Economics of tho Hilvoi'eity of r:lacansirw "Hue goleotion aroused

Btci*14sra 1© criticism since Dr« 0r.-vs<3 bag boon connected poli t ically

with the La 'olletto group in hies r:tato» The on&# howevor, justifi*d

BlP« Yntenft'e selection* Dr. Groves unddrtad: the presentation of his

f but th.*.c i»o HH taM la academic rotiretaent* Ilia outline

his conclusion© noro9 at aa «orly sta/;o# subjecrt: to a roua

discussion in the pros^nc® of tŜ o RoMMuroh Coamitto^ azid the U

» Hour aTter l»>ur# i» ting aftor WBKiti:\c, laoath aTtor

# trails the sy>no f̂aph wac ia proeeoo* the ^uostione involved were

ed to dotail©d cr l t io i sa by the mxdod busiadce cr°^>« ^ ^ by the

«idvisor;r groupc d t t A !md be«n brought tog^t^^r for thle

this process asGiirod ue that Dv* Groveo wuld h&\w n»t alxacict every

contrary arcunont to th« poiate of vim? h& would x&rmlly hold

Tm :timl r«ault cf llMMt aonths of disuasion «ai sK>@t

^ TUo businsesiaea of the Comittoe altered th©ir ideas in

sosae jW4rticuiarE» HM social «ol«atlit* of tho Advisory Board adjusted

their points of Ti«w to soivthing nearor a ovation T3©oting ground* arsd

Iiir# Groves hisacolf t*rot« a different book tlma he would hav© «ritt«m

id-thout tlwzG days or oritioima and discussion*

Ubdor our arransseisat# tho ;^o^>lotod book is roforr©d to a

r«a4inc; cos$a,itte® of the JwtViMfy Board to acsuro th; t i t is a taehnioally

ooiape-tont t^rk» .Ife^ins passed th is tost* i t l l put In the hands of the

.̂es-oixroh Corsiitt©*? of busineesssen who have the privilo£«* of adding foot-

notoc of ooskiiont or dissont a t any | t M I whore tfea 1>O-OL so^iie to &ny one.

of then in<M*/idually to be goin£ dan^oroualy astray* The ji»nusoript then

goes b&ck to Vw auttior MD iap.*.? mk® clmn^es if In* d^siros in tfcs l i^ht of

the criticisaa, but th© Co^nltteo is bound to publish i t in th© fona sa t i s -

factory to the* autlior* ?ho professioxiul intocrlty of th© author i s
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taizuNU Bo 1ms exproe:<ed his own M«*as# ond the result i s a book

while It lifts beast Ui tfcl iMMMUng Tiro of critic-Iota* i s the refined essence

of t!i© oxj>orl«noo M l opinion of on© single competent son*

viwn t l » rmrmscript h&8 be«n cassplet©df the Research CoanLttee

of businsGso&n tMMM up i%i pria» responsibility* which its that of pro-

ft statosa«»t of pii>lic ^ l i o y . Th© buslnsesaea, a© iwXl as th©

v© b@«n through a poriod of oduo&tion &nd shakily

of •yisyri©** idsac in the vmekt and runtha pjr»o#clirig»

in 0piti* of tluilr vmrioty, in a zwoh I M H W p^csltion to

at a oonsldor&bld m^mr® of unaaiaity thnn the>r vtoxxlA otherwise have becsa*

A wmafoor or osnb«rs of the Cooeilttee w o appointed by tho chaliv

to prepare tlic- policy stntasKKst* fhls polioy statonont In turn %OQB

tooting fir© of discussion by tho fu l l comi t tee , by th^ Ad«-

m l by the staff, but ultia&toly in ©xeoutiw oaselon i s

&r«i adopted by tho busisoftfltaon tiioasclv^s* Suoh a docurasnt pre-

pared h^j such raesons i s thitf paiaphiet boforc ysng entit led nA Postwar

Plan for m ^ r'hployaont1* •

tliio i s & lon£ proaabl® but tho ia»thpd of preparing the doowaant

f ©nytdiinG# ©v̂ n mar© Important tlmn tho 4ocun»nt I t se l f , sine© i t

i t s oiiaraotor of th i s ®ncl MMMVtAiVg statoaents* I believe

you wi l l agrao with m thftt nP proposals by businessmen In th© f i e ld of

le^is lat loa and adolnlstratlon havo ever !md suoh thorough

w>r IMHI subject to such re lent less tes ts a© h&v@ the policy

of the Cossaitt^^ for SoonuxHo Dc*v l̂opiaaat»

Sow let«a ^at do«a to tlw report i tself* Th-rs xmr® a aumbor

of raajor ^uestlor.a on wtiioii m* had to oor^ to a ccniolusioru One of these

detormined by t i » i^hole ovor-all purpose of C3D« tie **©r«t bound to
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tax poXioy proposal© which -rmuXd aociist l a a t ta in ing end mintaiiv*

6 high Xsvel or productive © r p l o ^ n t * This i s a n$m thing so i^r

RC XdgisXfttiva purpose i s concorniid* Beon-nlste juad busiatB&n&a have

-written, taXLed &nd ooi^plainftd about tk® o*Yoct of ttucas alrpftdff l a

on ®t%>l&ymnt ark! production, but her* w ent out vMfel tfclt Rubj^ot «as a

nain purpoee- of a t ax struotrorc, fMfAUwti v l t h HH fiectil n®o@6eity of

with inoesa»« TJe verrturo to s&y t l iat ne^?or &c^*^ ^B

iaa t r i l l tho ©rfootis of tajK-.tign on «Rag>Xoyraont azid pro-

duotioa be (NttNMtaNi fts aAjrthir^ ot/i^r tlssiii & prirmx^y ooi.i«id^.Titioiu

*^ootl^r qi*#«tion tm had to oon«id«r wac vhat TWO should do about

balancing tho budget* Ttaros poss ib l l i t i oe \wro op@n« w« oouXd look with

ra&r#t, but with roslgaationf on a oontinuuua ixicrefi&o In tho nationaX

d©bt# oonoXud£n(; t ha t i t is la^K>»*ibXe to be4&n©« i t in tlia Xon^ run* W«

oouXd aira a t baXano&ng i t <3vc»r tijfl upfi %Mi> tXtrsag of WH busi:ne»g eyeXe*

ThirdX^t ^ ^ t h i s \ar&e the HN^i ««> ob..>^o# ^e oouXd stake a i ^ t r^ t i reo^nt

of ^a^ l ic indobt^dnwss, o m i tiv--u,;h ssalXf and with t^» rooogaiti-^nB tha t

in oomt yoare ti*» debt W3uX4 b^ increased, whili la others . ild b«

etiXX rwr^ r@duc«d»

Thit ooncXuoion X«ci to • | cu l t r«««arch pro j»c t # A U k

biiXiove hfes o«v@r be<ja u^dsrtakva ivith tho eaa« Itesrong^ttaai tfest :t®e hava

demanded. Thorou/;h though tha t roaoaroh %ms# xmrortf^l^zr it rein 3̂00 to

ft probXea in which abcoXut-©Xy c e r t a i n ro^ul t s ar# is^wEoibl©, raul iw

2)ave to bu eat iaf i^d -erith aUlXXTuXXy dotoreilnod approadaations to th©

f^ur0« w aro iMlUag* That research p^MUn mXatQB to

ae t o tho postwar bucl^eri* art •ot inato as to -wst^m

an •stinftto a© to a tax etx*uoturo9 which, as a;:>pli@cl to the #©tiiaftt©d itv-

s t ruc tu re , td.ll eonawi¥it w>r& than buliaic© tho p
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For the postwar budget v» took a ron^o of from 17 to 19

b i l l i o n do l l a r i of postwar ftedarai ex:>eadlturoi*# exclusive of th& soai&l

securi ty tax»c« *2lwm fi£u**©e a « on the low eido I M I | fetal nftny «stiaR

tha t have bean aadt* They neverthele&g do M I tttfeo account the grafttly

iaoreasad I l l ^ n r e8t&bliahn&n&f the mrvlctrig of our «norat3uft postwar

btedne&c* ^orierouB troatsaant ^r the ^mtorfeiiB of our arraod

s , aid o@i*taisi other flOpttAltlflNM wliioli Imv^ boon .!j^5orpor»t«d in

national polioy* ?ha a«swn^tioa t h a t Cor^ross wi l l b© careful

In i t s &-r>ropri&tion6 is t*iC- only aisunptlon Ml ifihioh WB can

tb® c^oond ©l»j,»nt oa ^ \ i d i xsational ©stiiaattjs imv« to be toade

i s tlw 6©tiaato Of ««t national incone* 2ir»ro th» I V | purpoen of Ott

til© b.-. ©Ic a«suc^ytioa# ima&l^# t;y:..t « • ihni t Irnro a h-i^h ley^l of

TJo iiavn d t fSMi Hw% hii;h level of eaploywmt *® ooe In

Z l/z ta i l l ioa -'Oople a r e aagagod In a lu rg i pe&o^tlae aragr «»i 3mvjr,

aad 2 l /2 a i l l i o a poopl* AMI fMMpSf<Mrlly un^aplcy^d a t ar^r given tisMK

should be eaployed only in tea;-time aro back in tho schools am?

Vtart aaedod, on t3bi© ;'arris* Vb havo the addit ional assut^itioa

of tho 1945 prloo level tmd a popu^t ion incrfims« of 500*000 a ysar Mtf &n

Irioroajso of produotivity pdr Jtox'kat p^r hptff b«L»«jd M i|tf *mct

This fi^;urc»c ^ut to HM oftcsn oritlciKed t o t a l af 140

dol la rs pc*r ^ear n#4v natioflAl iMMMii Muoa i f HUi or i t io ioa . U naive* A

MI egcuaple, tli-ro yen® the o?.̂ /i j f a Gon^rosetmn wlx> told Mi t l » t w got

f a i r l y well a ftaw |Ht f i hMk a t 3G b i l l i o n dol lars produotivity* a-ad

figures -v^re faataotio* ?!» r<?ply to m a would b^t "Kere we to go

baok to t ha t CigoTQ with hid p o l i t i c a l party in po^-?r# t he t party %»uld b«

tljro^a out on l t « nsck by t i » sany* WBQf BiXlioai of ua©t^>loyed involved

la th© fisur^ with which he w e
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The W/Hk carefully v?crkod Hfll or; t iclea of tills 140 billion

dollars (which IM arrived at by two or three lrtd«pendsnt isYe.&tigatloa8

by separate gruupe inside and. outside our MM orgaaisat'on) ha& oornii from

a psaphlet published by Srookiags institution. UK author of that

considers that 127 billion, is ae»r»r th<* figuro th&a 140• So far as I

o&n judc^# h© I«&v9£ out on© factor, and tl^.t its the hitherto unfailing

f&otor v>f Increase in productivity per a&n por h-ur. A 10 per cent ia»

over rtrmm? eonditiono is historioftlly justifiable* i£ th is

"woro applied to the ilrookir^s figuref tlw result would ba «o

140 billions thstt thars would bo no arguswat betwsan us*

-Ith the xaitionAl budget Off from 1? to I t l/z bi l l ioa and a

national incoia© of 140 bil l ion, W3 ftfft faced «Mft aa extreiaBly $itt

task* HUKSO will have to "i>© MVy Mtflg and our problem Is to raisa

high taxos in suah a way thrt uur a^in objocrbi**© of aaintainin^ a high

level of production and ©saployps&jst will not Iff Jeopar<li*od« Tito mrgi

ilch we can work ai\) Hgy imi-row* They ar© f*«*o than tia**t>w#

crit ical* -t hao ©©OBKH; to me in our £:tudy of this pz*obl«a t i ^ t wore the

to last a y©«a* Ifl^ps1 UMB Ml aow exp®et# and WMV tiw nfeti-^iml debt

to laoroase proportiomtely, xm ̂ rould bo i*r-u«d witl, such itrtoui a4ditional

w^uiremmts fesr %ii0sl lAMM MM i t could Rpl b* dravoa XYoa sw e i t i -

sens in ways MUMl would m% cor ;-.u6ly hajsper e®|>io^»»t aad

ami time dry up tlm s-^urose tron whioh i»o ©ou&ai th» UHWHN '•••© MO

to put i t brutally, b© faosd by tlm neoossity for jrt>pudiataon in i

fora, probably by deliberately fostored inflatlosi A kittl provideaoe

se^a to h&ve spared ua t^is shaneful nooecsity^ HH^I by a

tee canm/t vim* without a m.'igling of ^itttitude ask! £
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Our problem then bee r»s that , f dietributlns Hii tax

burden for raising this raioraaus anaunfc In euch a my &e to ba equitable,

produce tho required Income arai yet not fcfcji I t a. serious deterrent to

high production and «nploys»wt» Af Just itidio&tedi th is task WD not an

oatno to ar© ^ v t n |ft our ta^ study»

j w$ h«wl to QRLO vmc as to ^iiothor the aa.ia

M M ^ placed on the corporate iacoxa© tax or en th« personal

unquestionably on r«l«»vlns th© tax burd«n on

and putting i t s r»jor weight on persong.

Tlmr® is a (pMtiUNI of equity i.rsvolved# You cannot tax

business as a busiraies ind«?«nd«nt of tlie r^orsans -wtoi own it# Ho tsatter

lim? directly or indirectly you arc taxing bueincse, yon &r« really taac-

ia^ pareoii«» HMfl tij&u thst # yc<u Ml taatiag thesi inequitably, |jar»

tioularly einc© anAtf --iur prosent law thoaa wh-. roeoive dividends aro

t«rioo# ono® before tho dividendc fcPt paid out by tho ooapany

after tiwy ara reeoivod by the stoekholder*

In r*»dunlii|; t^io burden of oor^rato taxos and a-voldi^

tsaamtion, cur plan :e to s«*t a rata for corp'^r^t^ taxation «^ual to the

rat© on tlui loMant braoltet of tfel '.xjrson&l taMiM t«ix# leaving th© cor-

poration to act as the oollsntor for tho stockholding recipient, wlio

gets credit for the collection raade* There an» various waj"B of doing th is

and possibly th© particular swithod -sra propoco gay IM isaprevmt, but

the corporate rate a t tho basic isitiividual rat@»

on whathsr tho hl^ier or lower bud^ot of 1? bi l l ion

or 19 l/2 billion is ^/ot^d taf Cor^r 11 doper«i Ite corporate rate
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iajf the b&isic rate tW iudividwal** for the latter budget, tUa to£ rate

v i l l bo 10 por c#jitj for t*w higher I t wiH bo 20 por owut* I t :aust '«

o^» to a l l co^tcsmed tiikt hi&hnr budget* e&ll Tor liî U&r rale a

Ui£h«r rotes tend to dry u;> Sh* INHUbUl ft - *e Mfl t t to

.2i oaasldo^tlozi in d

reoeivod fiWI 1% MM to pH a d©rinit*# Irak* oa tmainvs* (i^auii®** Tfliil©

aueli ih;>Uj{̂ Kt &̂-c ^ivwi to the part playad "by thw iadivSdu*! la i

r isk oiipitaZ9 I t hoomm o l ^ r to us tlunt the is»«ORi*bly lxaavy

bettar b@ bonae r̂%>a tk© sta^apoiat or eapXoyr-vnit by a mx ^4rleh di4 not

burtlea tiio o^or&tions of buslswss but did apply %fivm I t had b#*m

In spen&xble fom b^ |»r©oaM -'u-c s«kj<a* deci&ion lias a good Et

basJLs* About S/fe or busiiMnsc «xpa2Xftioa is f *aftno«d by plowing; b&ok

aoon®© in ^eaaeral inrourfc fti blue oiUip eooui'itioc rctlior ttiAa Tiy

tlseir oepitGsla A !ar£° paĵ o îitag© uf tlao b*^ii»r inoorsec I© ia trust©

fera or ^-iot^3x*t for wiiloh ri^sy vmi1^-oc ar« taboo# 'iiost of tha a©w

rials capital appmu»s to «ot3© froa t l» i^iddl« iaaojai ^014^8, asad for thaa the

possibility of ths eŝ >an»iO2i or the ont«rpri6«ft U* tiMk tJwy

vit2v3ut ^i©«« tto&orprisoB b#in{; iwld down by roetrl^tl 'w teaEfe

tU» in»eded relief for tlio roviv^l or t&o old^tiiw spi r i t of ?

I &a ooaf ialqc ŝ s talk atsaet «utirelgf to this qu^otion of

porsoaftX «aci oorpor«li taxoo b©im'a#© the M Ĵitf i i t l t l o m htu to b«

la tlus field* Sosm of tJio otteT eubsidiftry proposals &ro aoro

^erijial H n ft."' aBin olenanta of kUis tax pr-gt*tea« Sdesiii of tiwwi s

b« subj^at to ohAagov of opinion at ft letter da to And in th« ligb-t of

to part of tlw afiwiiorp 'jf tlMi Tlotaa^ob Coisriitsta*^ but
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am sure that we feel solid ground under our feet in the m&jor determinations

vhloh I have just described.

Above all, we must not fall into the error which wo practiced in the

late 20fc and early 30*s, in which tiai wo daeroased tax rates in boom and in-

creased ratos in depression. It -would have been bettor to have done the

reverse, to have increased tbta during the boom and decreased them during the

depression. Political and adninistrati-re difficulties are involved in a

rapid and aocurato adjustment of tax rate to a fluctuating business cycle.

We will have nude a loir; step i:i advance if v/e can learn to hold them steady

at some figure which will Mild a net iv-tireraent of the national debt, however

siaall, over the swings of tho ups and dlMkl of business.

To sura up* the tax load raunt be far heavier than we ev«r imagined

it possible to bear la our prewar experience. It must be so adjusted as not to

prevent the expansion of employment and production* Correspondingly, it must

be so adjusted th«t it will not dry up the production of wealth from which the

tax incori© is drawn* Finally, it can be so adjusted and with a structure such

that the burden on all kinds and conditions of MMB fca4 women will bo reduced

below that -which they are called upon to bear in wartime.

Since there seems to be sorae possibility that these tax policies will

be adopted la part, at least, it is important from your standpoint to consider

how they will affect the demand for business credit and the safety of business

credit*

In the first place, it nay be expected that net profits of business

enterprises will tend to rise* This in itself would decrease the dernand and

increase the safety* Short is, of course, nothing new about this, since there

has, I suppose, always tended to be an inverse relationship between deraand, or

at least need, and safety*
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Tim full addition of tho tax relief to iuit prof i ts , brower,

h® ®xp#ot«id« There will doubtless b& an Inoroas® in dividends paid* A certain

aharo of wiant would b# Itttftktfvi n«t will also go to highar isages* A part of i t

also should foe absorbed by low©r prices of produot«« la otlior 'words, the

gaii^d by lowor taxes W$XX ^ distributed ov«r diTid^adSg imgee, and

» All of this elu.-uldg tyyw&-r&r§ nake for & benlttiier bu.@in®e® ©itnation and

otm vrbXoh i« o^aadiag# and should# on tlv» vfcole, result in a not ii^sroimi30nt in

iSw &mm®& for bastobl© credit*

lot us hope tli&t w© oaa im3cicll® o«r futore eo wisely tlmt fell tt*©s# good

tilings will oope to p&£is#

SO
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