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H. B. Smith Company exhibit at the New Products Exposition in Boston.

Here this

100 year old New England Manufacturer of Westfield, Mass. displays one of its
latest designs in boilers for industrial, commercial, institutional use.

CORRECTS FALSE IMPRESSION
GIVEN IN “BULLETIN”
Following is a letter from one of our
members, Lexington Corporation, 10
Milk Street, Boston, giving an interest-
ing slant on Direct and Indirect Taxes.
March 14, 1956
Mr. Joseph D. Noonan, Editor
SPANE Bulletin
581 Boylston Street
Boston 16, Massachusetts
Dear Mr. Noonan:
There is a reprint on page 8 of the

January 1956 issue of SBANE of an’

article which appeared in The New
York Times, December 10, 1935, en-
titled “Direct, vs. Indirect, Taxes.”

The writer has a paragraph which
reads as follows:

“Henry George, whose classic
study ‘Progress and Poverty,” pub-
lished in 1879, was a plea for a sin-
gle tax on land, would have been
surprised could he have known that
before the middle of the twentieth
century the central Government of
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the United States would be nearer

than any other important nation to

financing itself by reliance on a

single tax—the direct tax on indi-

vidual and corporate income. ... ”

I am writing to you to correct a false
impression given by this quotation.
George was neither primarily interested
in taxes, nor was he primarily interested
in limiting the number of taxes to one.
The “single tax™ is actually a misnomer,
an unfortunate choice of words, because
George’s remedy was the collection of
the rental value of natural resources by
the community. The collection of the
rental value is not a tax but a quid pro
quo. It is 2 payment by the owners of
natural resources, to the community, for
the benefits accruing to the owner by
reason of the activity of the community.
A tax is an arbitrary, capricious penalty
having no ngcessary relation to wvalue
received. The collection of rent is not
an arbitrary charge. Rental values are
determined in the market place and the
rental value of natural resources (which
are not man-made} is now being col
lected in large part by private owners
instead of by the community, the prop-
er recipient. It costs the tenant no more
to pay all the ground rent to the com-
munity rather than to the private land-
holder. But the cellection of ground
rent by the community would reduce
taxes which have become a fine, a pen-
alty, a confiscation of the products of
labor and are an inequitable burden on
praducers, both employers and em-
plovees. :

I'd like to add that many people feel
they have missed a good deal by not
having a college education. With or
without it, any person who will read
Henry George's classic book “Progress
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and Poverty” will find himself far more
edizcated, in the basic sense of the word,
than most of the college graduates
around him.

Although T am the chief executive
officer of a substantial accounts receiv
able finance company, I write this in
my avocational role of President of the
Henry George School of Boston, Massa-
chusetts, a school devoted to the study
of “Progress and Poverty” by Henry
George offered free of charge in classes
or by correspondence as a public service
by the friends, faculty and graduates of
the school.

Yours very truly,
M. S. Lurio, President
Henry George School

GOVERNMENT PROCUREMENT

(Continued from Page 8)

The procedures and practices sur-
rounding the Government’s transac-
tions with private firms are vastly com-
plex. It was largely for this reason that
the programs of the Small Business Ad-
ministration were established. In insti-
tuting these programs, Congress created
an agent to stay on the job constantly,
to work continucusly at finding ways to
carry out our public policy on safe-
guarding small business in these pro-
curement and disposal matters, and to
provide certain technical and informa-
tional assistance to small business of all
kinds, so as to build up the Nation’s
economic strength. These programs
have now been in operation for many
years. They were created in World War
IT as an emergency measure.

In 1933, when the RFC was abol-
ished, Congress enacted a new law pro-
viding for Government lending oper-
ations to be continued for small busi-
ness, as part of the small business pro-
gram, the name of which was then
changed to the Small Business Admin-
istration. On June 30th of this year the
legal authority for the Small Business
Administration will expire. Consequent-
by, this Agency will be first on our list
of programs for review. We are, there-
fore, scheduling a hearing in Washing-
ton to-commence March 1, 1955. That
heating will deal with the Smal] Busi-
ness Administration and all its oper-
ations and it will develop whether the
Agency should be continued after June
30th, and if so, under what form of or-
ganization and law. We expect to make
a full appraisal of these programs and
to try to find methods to improve them
if improvements are needed, so that we
can make appropriate recommendations
to the House.
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RUTLAND (VT.} HERALD
EDITORIAL FOR
GRADUATED TAX

The proposal to apply a system of
graduated Federal tax rates to corporate
earnings should find warm support in
Vermont.

A bill to that end is before Congress,
sponsored by Rep. Patman of Texas. It
has been endorsed by the Smaller Busi-
ness Association of New England as an
aid to the beginning and smaller con-
cerns in competing with industrial
giants and in their efforts to grow.

Nearly all Vermont business and in-
dustry is “small” by natjonal standards.
The size of our state, geographically
and in population, makes it likely that
much of our hope for industrial devel-
opment lies in attracting more small
businesses, as measured by the national
scale.

Especially Welcome in Vermont

Anything which encourages small
business should be especially welcome
in Vermont, therefore. And even with-
in Vermont, a tax “break™ for the little
businessman or industrialist could give
further impetus to development efforts

in our medium-to-smaller communities. .

Unlike the personal income tax, the
Federal levy on corporations gives only
token recognition to size of income as a
measure of ability to pay. All corporate
enterprises pay a Federal levy of 30 per
cent on net income; corporations don't

have personal exemiptions, dependents:
or additional exemptions for age or

blindness. The 30 per cent is levied on
every dollar of net profit.

Uncle Sam’s small concession to size
of business operation comes in the form
of a $25,000 exemption from surtax.
Above that level of profit, a surtax at
the flat rate of 22 per cent is levied. It
can be argued that this makes the tax a
graduated one, with a rate of 30 per
cent on the first $25,000 and of 32 per
cent on all above that figure.

It is true that to many of us in Ver-
mont an annual profit of as much as
$25,000 looks, and in fact, is, like a big
one. In 1954, for example, 92 per cent
of the corporations in Vermont that
filed returns with our state Tax depart-
ment had profits of under $23,000.

. Businesses and industries of that under-
$23,000-profit size are obviously the big
majority in our economy. Oaly six-
tenths of 1 per cent of the firms filing
that year showed profits of $500,000
or mare—the size regarded by some as
indicating “big” as compared to “small”
business,

We are a state, then, of small busi-
ness, small industry — at least by the

standards presumably contemplated in
the Patman legislation. Establishment of
2 graduated scale of taxation which
would relieve the really small corpora-
tions of a part of their present tax ob-
ligation or at least provide a substan-
tially larger earning margin before the
full surtax was imposed would thus be
of direct aid to most Vermontconcerns.

More than that, by not taking away
in taxes more than half of everything
earned above $25,000, a graduated levy
should substantially encourage the
growth and development of small con-

cerns—and hence of Vermont’s whole
industrial economy. As things stand
now, the net after-tax earnings avail-
able to a typical Vermont industrial
corporation are seldom big enough to
encourage the once-standard practice of
“plowing back”™ earnings into more
equipment.

Our present corporate tax structure
acts to discourage the “‘small™ from try-
ing to expand; the tendency, in fact, is
to encourage him to take his profits and
stay small unless or until he can sell out
to some big company.
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WHAT ARE THE “ODDS”

MANAGEMENT KNOW-HOW?

What are your odds cn succeeding as
a1 small businessman? Can yoir business ;
weather any storm? -Are your manage- i
ment policiés “geared to present day ’
competition? It may be worth the next
ten minutes of your time to check these
facts relative to small business and learn
ahotit the four ways to combat any sit-
yation which threatens the success of
your business,

More than 90 per cent of the 4,200,
000 businesses in the United States are
small businesses, that is over 3,800,000
businesses. Less than one-tenth of one
‘per cent employ 1000 people or more!

There is no safety in numbers for
small business because their mortality
rate is high. Half of the businesses
which were newly established, or trans-
ferred ownership, between [943 and
1955 were sold or liquidated within two
years. This fact irdicates that a newly
acquired firm has a 50-50 chance to live
for two years. '

For a new firm to achieve a longer
life, the odds are small. It has only one
chance out of three that it will live to
the age of four, and only one out of
five that it will attain the age of ten
years.

This information on the imperma-
nence of small businesses should make )

" in the community think, as well as

wall businesses themselves. While in-
gvidually many of the businesses are
‘small”, their total number is large and
this makes their welfare economically
important to the community. This is
especially true in New England where
there is a great concentration of small
businesses.

The fundamental question that arises
when considering this data is: Why do
small businesses have such a short life
expectancy? There are many answers to
the question because the reasons. are
many; however, most of them fall under
the heading of insufficient management
know-how. There are many other sig-
nificant causes also, such as government
purchasing policies and tax laws which
put small business operation at a com-
petitive disadvantage with large busi-
ness, but most people who have studied
small business agree that its basic prob-
lem 15 management.

Further evidénce substantiating the
management problem of small busi-
nesses comes from Dun & Bradstreet
reports of business failures. They have
shown that the chiel cause has been
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(Coﬂtinuéd on Page 7)
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