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SCIENCE

The Wages of Inflation

A large chunk of the savings of many Americans has been taxed away
while they weren’t looking. Taxing savings through inflation has, in
effect, become a part of our public policy. The consequences of this kind
of taxation are severe. Everybody knows that individual savings have
lost value, but not everybody has been watching while this country has
suffered a serious erosion of the vigor of its independent institutions.

During the 1960’s the Johnson Administration chose to try to fund a
war in Southeast Asia, along with huge domestic programs, without taxing
carnings or income cnough to pay for them. The government printed
money to pay its debt; the economy continued to overheat. Inflation
became a “tax” levied upon those who saved.

The next Administration administered more of the same mode of
surreptitious taxation. Then came dollar devaluations and, in their wake,
American buyers paid higher prices for foreign oil and goods.

While everybody paid part of the bill for continuing deficits, we are
just beginning to recognize how much was paid by the endowed institu-
tions of the country. A small college, for example, which had its $20
million endowment in long-term corporate bonds in 1960 had lost $10
million in market value by 1970. The trustees of such a college, watching
their assets decline and hearing tales of triumph in the great speculative
stock market of the late 1960’s, might well have moved half or more of
the remaining endowment into stocks, If they did so in 1968, and fared
no better than other investors, they would have lost half the money they
put into stocks. Meanwhile, their operating costs have increased at the
rate of about 7 percent a year.

It is not right to remain silent when so much that has been painfully
built, so much that is precious to our tradition and our present values,
is being eroded by a continuing, unadmitted capital levy. Other inde-
pendent institutions are being taxed away, slowly it is true, but surely.
Does it matter? I think it does.

The strongest argument for independent institutions is that they pro-
vide sanctuary, support, and stimulus to independent persons. Some
solecists are alone, some saints chose to stand alone, but most men need
a community to form a horizontal dimension in their lives. We require
the sustenance of ideas shared with contemporaries.

Endowed institutions help provide community. But even in the com-
pany of the like-minded, there is a sort of temporal loneliness; although
we may have the agreement of contemporaries, most of us require some
solace of tradition. Each of us can serve better our special truth if we
find a few others enough like us to be relevant, and better still, if we
can locate ourselves in time through discovering that we stand in some
continuity. Churches, colleges, and libraries provide continuity, and their
savings—endowments—provide for continuity.

A community of shared values within diversity and continuity of
values over time sustain vigorous individuals and a heterogeneous society.
Without institutions to provide community and continuity, few men
could stand alone against bullying despots or bullying crowds.

These sanctuarics do not protect themselves. They are very casily lost.
Liberty, expressing itself through diverse institutions, dies unless it is in
the interest of powerful groups to maintain it. In the 18th century its
death was feared most from despotism, a blunt instrument. In the 20th
century, in this country, inflation is a more subtle, but deadly, peril.
Inflation alters the balance between the government and independent
institutions. It transfers money from the latter to the former, and with
money goes the power to make a fact out of an opinion, It is a perilous
transfer, and it is being made every day by taxation through inflation.—
RoGER G. KENNEDY, Ford Foundation, 320 East 43 Street, New York
10017
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