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. presupposes people paying taxes. In the population I am talkmg S

about, the low-income consumer generally does not pay taxes except in
the form of Wlthholdma ta,xes In that iorm, I suppose many of them
do. i
‘Mr. Reuss. If taxes are iner eased he Wou]d ‘have more withheld.
-Mr. Carrovrrz. True; he would have more withheld, but I am not
sure that the consumer behavior of the poor is related to that discretion-
ary income. I suspect that the merchants would make the terms even
easler, so that these—— : ’
- Mr. Reuss. And the mulctmg would get worse. '
Mr. Caprovrrz. It might very well get worse. I am not sure that tax
policy as a way of controlling consumer behavior applies—and I would

have to think this throu%hwto this very marginal population that I =

am trying to describe, who, even with a very liberal tax policy, still
are spending more than they, perhaps, should, or are still buying things
that they should not be buying. They snnply do not have the discre-
tionary income that the great bulk of our population does.

Mr. Reuss. Well, followmg the logic then, what you are saying—is
~ that a general, across—the board Federal income tax increase—
which would, of course, increase the withholding right down to the bot-
tom of the income tax paying population—would probably not be suc-
~cessful in chilling consumer purchasing very extensively, but would
simply worsen the plight of the already beleagured marginal consumer.

Mr. Caprovirz. Here is some superficial evidence on this i igsue. Many
of the people I am now deseribing are people who are on welfare, and
‘according to the terms of their receiving welfare they should not be
making credit purchases, but they do_ and they pay for those credit
purchases out o¥ their food allotments. We must keep in mind how this

manlpulatlna taxes 18 gomg to provide much of an answer to these 18-
sues. ~ :
~Certainly, people on welfare do not pay an income tax, and yet they
are also involved in these patterns that I am describing.

Mr. Reuss. Let us leave welfare recipients aside for the moment :
TIsn’t what you are saying, then, that if it should become necessary asan -
economic matter to chill ‘oft the production and consumption of tele-
vision sets and refrigerators, for example, to do so by stipulating a
minimum downpayment on consumer credit would be (1) a more effec-

_system operates. 1. do not think that economic policy in the form of

- -tive way, if that is what you want to do, than fool around with taxes; |

and (2) a more just way? It, at least, lets the poorer person keep the
money, although sterilized in his pooket rather than take it foreverf
by means of a tax. Would you agree with that?

Mzr. Carrovitz. I would have to think that through What you are
Suggestmg is tighter controls on the extension of credit, and I certainly
 feol there is need for some reform in the credit system, and it may very
~well mean tighter controls. But I would have to think through what

[’ ‘the- unantlclpated consequences of that might be. I just do not know
at the moment, but I certainly feel that that might be a more equitable
arrangement than a tax increase simply to correct the abuses that T am
talkmg about. There are many other bases for havmg a tax increase. 1
~am not sure they bear upon these matters. =~

Mr, Ruuss. Well, yes. I did import something new into thei discus-
sion, But because of your great studies of consumer sales, partlcularly o
in New York, I welcome your observations. g
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