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a substantial reduction in the portion of the U.S. federal government receipts
arising from direct taxes and an increase in the portion .arising from indirect
taxes. To do this would more than likely involve legislation providing for the in-
troduction of a national VAT and to the exemption of low and middle bracket
income receivers from the individual income tax, plus a sharp reduction of the
corporate income tax on all corporate profits not arising from capital gains and
the elimination of all federal excise taxes except those on tobacco and alcohol.

The Congressional discussions, that took place when the 1962 Revenue Act
was before Congress and again in the Summer of 1965 and in 1966 in considera-
tion of HLR. 5912 and 13103, demonstrate that the tax differences between the
U.8. and Europe are alone sufficiently sharp to warrant new U.S. legislation.
The new legislation adopted were stopgaps to permit continued growth of free
international economic relations. However, this is not the end of the story.
 Domestic U.S. fiscal conditions have become nearly unbearably complicated
as a result of the federal tax legislation aimed at arresting the deterioration
of the U.S. international balance of payments. Both the domestic and interna-
tional federal fiscal situation could be substantially strengthened by a funda-
mental move toward use of the transaction as a tax base.

American-tax legislation recommended and adopted during the past six years
has not been aimed at a general harmonizing of the American tax system with
the tax system existing and evolving in Burope, except in an incidental way, as
was pointed out above. The aim has been to develop procedures to prevent the
differences in the prevailing tax systems from placing an unbearadble strain on
the U.8. balance of international payments under current conditions. It is ques-
tionable if this is the best method of meeting the long-term requirements for
the development of the American economic potential and the economic growth
of Europe. Also it is a slow and laborious method for harmonizing the U.8. tax
system with the existing and evolving tax systems of BHEC Member States.
The political pressures existing to.move European taxation toward the American
model have been greatly weakened by the development of VAT as a substitute
for the cascade turnover tax. At the same time the economic desirability of the
U.8. tax system including VAT as a major tax has increased. In the near future
the American people should dare to experiment with a rare innovation, a ra-
tional tax program.™ .

Mr. Furron. Our next witness is Mr. Cerf. .
Mr. Cerf, we welcome you in your aﬁpearance before the committee
and ask that you identify yourself for the record.
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Mr. Cerr. Thank you, sir.

I am Jay H. Cerf, manager of the international group of the Cham-
ber of Commerce of the United States. On behalf of the chamber
I want to thank this distinguished committee for the privilege of
l}))resen(;cing several of our views on foreign trade policy in 1968 and

eyond.

If I may, I should like to introduce my colleagues.

To the right of me is Mrs. Kay Vest, foreign trade director, of the
national chamber, and Mr., Henry W. Moore, Jr., who is research
associate in our economic analysis and study group. :
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