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HIS PROBLEM WAS
THERE WEREN'T ANY
TAXPAYERS AROUND TO
CARRY HIM THROUGH
THE BAD WEATHER ...

B

Does America
need reindus-
trialization?

BRUCE BARTLETT

CORPORATE AMERICA
has recently launched a
campaign to convince the
rest of America that it
needs “reindustrialization.”
The term has almost be-
come a buzz-word, with
Business Week running spe-
cial issues on the subject
(June 30) and candidates
like John Anderson promis-
ing to work for it. Unfortu-
nately, at the bottom, the
whole thing is nothing more
than an effort to enlist gov-
ernment subsidies by Amer-
ica’s largest, wealthiest cor-
porations for their least effi-
cient business ventures.

The advocates of reindus-
trialization are persuasive. It
is true that American pro-
ductivity growth is less than
that of some other major na-
tions: between 1950 and
1978, for example,- Japa-
nese productivity increased
an average of 7% per year,
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compared to U.S. produc-
tivity growth of only 1.8%
per year. This is cause
for concern, but not for
alarm. The fact is that in
recent years productivity
growth in all nations has de-
clined. Between 1965 and
1973 Japanese productivity
increased an astounding
9.1% per year, but since
1973 has only increased
3.1% per year. A similar
drop in productivity growth
has taken place in West
Germany (4.3% to 3.2%),
Italy (5.6% t0 1.3%), France
(4.5% to 2.8%), Canada
(2.3% to .8%), and Great
Britain (3.3% to .9%), as
well as in the U.S. (1.6% to
.4%). Moreover, the U.S.
still maintains a healthy lead
in total productivity. The
West Germans, for example,
are only 85% as produc-
tive as Americans and the
Japanese only 63% as pro-
ductive.

What the reindustrialists
are saying is that the U.S.
should adopt the Japanese
model, in which the gov-
ernment “works in close
partnership with the nation’s
largest corporations, pump-
ing low-cost capital into
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growth industries, adopting
protectionist trade legisla-
tion, and holding organized
labor in check.

There is a lot we can learn
from the Japanese in terms
of increasing productivity
and economic growth in this
country —just look at how
much more productive are
those Japanese-owned and
managed plants located in
the U.S. as compared to simi-
lar American-run plants.
However, we should not ig-
nore some factors which
have aided the Japanese in
their efforts.

For one thing, Japanese
taxes are much lower than
those in the U.S.—especially
Japanese taxes on saving and
investment. For example,
capital gains on the sale of
securities generally are not
subject to taxation in Japan.
Japanese taxpayers -may

-elect to be taxed separately

on their interest and divi-
dends at a rate of 25%; in
America such income may
be taxed at marginal rates of
up to 70%. And a 5% to
10% credit on dividends
received is allowed against
taxes.in Japan. As a result, it
is estimated that the tax



burden on upper-income in-
dividuals in Japan—who do
most of the saving and in-
vestment—is half of what it
is in the U.S.

Moreover, one should
realize that the quality of life
in Japan suffers from its
growth policies. Corpo-
rations are highly pater-
nalistic, forcing a high de-
gree of regimentation on
their employees. And the
heavy emphasis on saving
leaves little income for con-
sumption, which is the
proper end of work and in-
vestment. As a result, the
typical Japanese does not
live nearly as well as the typ-
ical American.

But the advocates of rein-
dustrialization look beyond
these factors and instead
talk about reestablishing
the Reconstruction Finance
Corporation to pump bil-
lions of dollars of capital
into U.S. industry. The prob-
lem is that capital doesn’
come from the tooth-fairy;
ultimately the government
will have to draw it out of

the existing pool of private
saving, thus crowding pri-
vate borrowers out of the
market and forcing them to
pay higher interest rates. Or
the government will have to
create forced saving by in-
flating the currency, which
acts like a tax on cash hold-
ings.

More important, the in-
vestment of this capital by
an RFC would not be made
on purely economic consid-
erations but on political
grounds. The result is that
capital would not flow into
high technology growth in-
dustries, as the reindus-
trialists claim, but into dying
industries like steel and au-
tomobiles which still have a
lot of political clout (re-
member the Chrysler bail-
out?). The RFC would just
become a prop for perpetual
money-losers, and rather
than aiding in the rebuilding
of America’s capital struc-
ture it would lead to the
squandering of scarce capi-
tal on projects that cannot
be economically justified. ]
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“Ladies and gentlemen, Ayn Rand will
not speak to you tonight. Her time is up.
I have taken it over. You are going to hear
a report on the moral crisis of her world.
“For twelve years you have been asking:
What is wrong with Objectivism? This is
John Galt speaking. . . . [ am the man who
has asked and answered that question.”
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. . a much-needed thrust of liberatory intelligence . . .
a joyous call to do the one thing Objectivism has always
forbidden its subjects: to think for themselves! Even for
those who have never heard of Ayn Rand [or] John Galt
.. . this is a grand statement of the human condition.”
— Karl Hess
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Libertarian Presidential candidate Ed Clark talks to students at the University of South Carolina in
Columbia after a speech be gave there earlier this year.

Issues and
images

JEFFREY FRIEDMAN

ON JULY 1, ED CLARK
formally opened his full-
time Libertarian president-
ial campaign with a Wash-
ington, D.C. news confer-
ence. That event drew pub-
licity across the country, in-
cluding major stories in the
Washington Post and the
Los Angeles Times and am-
bivalent treatment in the Vil-
lage Voice at the hands of
Alexander Cockburn and
James Ridgeway, who ap-
parently could not decide

whether they were pleased:

by the progress of “the most
successful third force in op-
eration this year” or appalled
that that radical force is
so decidedly non-leftist. The
following week saw the
broadcast of the first two of
at least 60 five-minute Clark
commercials on CBS and
ABC; in them, Clark advo-
cated major tax and spend-

ing cuts along with a non-in-
terventionist foreign policy
and pointed out that none of
his opponents came close to
that program. And the New
York Times, the paper re-
porters read to find out
what’s news, ran three long,
favorable pieces on the
Clark campaign and the lib-
ertarian movement. The last
of the three, by syndicated
columnist Tom Wicker,
called Ed Clark “an alterna-
tive if ever there was one—
although he and his party
are not right-wingers, as you
may have heard, and they
certainly aren’t left-wingers
... They are serious political
thinkers who ‘challenge the
cult of the omnipotent state
and defend the rights of the
individual’—a stance long
and honorably grounded in
American history but disas-
trously abandoned, Liberta-
rians say, by both main par-
ties.”

All the attention caused
NBC and CBS News to ask
to travel with the Clark
campaign in late July.

The magnitude of media
attention Clark suddenly

received was unexpected
even by optimists among his
campaign staff. But the
coverage, reminiscent of the
beginnings of the “Anderson
Phenomenon” last Decem-
ber, came none too soon,
since most signs indicated
that voters were still reeling
from the choice they face in
November. Only 48 percent
of those surveyed in a New
York Times/CBS News poll
the week before the opening
of Clark’s campaign were
satisfied with a Carter/
Reagan choice; interestingly,
only 59 percent were satis-
fied even with so-called al-
ternative John Anderson in-
cluded.

Even more interesting
were the survey’s findings
about how voters’ positions
on the issues relate to their
candidate choices. Fifty-
seven percent of those who
favored Reagan opposed a
constitutional amendment
to ban abortions, which Re-
agan supports. Forty-seven
percent of Reagan’s backers
supported the Equal Rights
Amendment, which he op-
poses.
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