
REPARATIONS AS A METHOD OF ACHIEVING
ECONOMIC PARITY

by Robert S. Browne

In the eloquent letter which Vernon Jordan wrote inviting me to
speak on this program he referred to the future as a present expectation,
and in developing that concept he alluded to the National Urban League's
need to consider the future consequences of present policy decisions. He
mentioned a number of other things as well, but it was this latter emphasis
which struck me as being of particular importance.

Historieally, the black community has been left out, either deliber-
ately or inadvertently, from the planning process which has helped to shape
American society. We have been omitted individually, in the sense that
black persons have not customarily been appointed to the boards and
commissions which play the major role in influencing the configuration of
this country. And we have been omitted as a people in that our interests
have generally not been recognized as a legitimate factor to be afforded
explicit consideration when major national policies were being formulated.
To be sure, the situation is being rectified to a very small extent, as exem-
plified by my illustrious colleagues here: Dr. Andrew Brimmer sits on what
may be the most powerful board in the country, and Dr. Vivian Henderson
sits on the board of the wealthiest, and probably the most powerful, foun-
dation in the world, the Ford Foundation. However, they both must be
viewed as exceptions which prove the rule, and also as "recent phenomena"

-hopefully 
indicative of what the future holds but hardiy representative

of what the past has been or of what the present reality is.
Far more typical of the existential reality is the report which one

of my associates recently gave to me describing the results of some investi-
gation which he had done on the planning for the Tennessee-Tombigbee
Waterway Project. This project is a multi-million dollar undertaking which
is being projected as a new TVA. It expects to revolutionize the economy
of much of the mid-South, including portions of Kentucky, Tennessee,
Mississippi, Alabama, and western Florida. Tremendous industrial develop-
ment is predicted for the area as an extensive network of inland waterways
is opened up and as cheap electrical power is made available from a series
of dams which are to be constructed. A significant chunk of the Alabama
black belt lies right in the path of this new development, including counties
with populations 60 percent and 70 percent black.

Despite this fact, there are no black persons involved in the regional
planning commission whieh is charged with fashioning the future of this
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entire area for generations to come. Furthermore, my colleague informed
me that he found no indication that the commission had either instructions
or inclination to give any special consideration to the black communities'
needs or wishes. Indeed, the preliminary information rvhich was leaking
out about the commission's work suggested that the black community was
likely to be victimized in advance of any benefits which might ultimately
flow from the project.

This is, of course, only one example of the type of basic planning
body whose decisions will intimately affect biack people, and from which
we are effectively excluded. Many others might be mentioned. In putting
the problem in its proper perspective it should be noted that even the ap-
pointment of one or two black individuals to powerful policy-making boards
and commissions by no means guarantees that black interests can be pro-
tected or advaneed, because they can be easily outvoted. However, their
very presence should at least assure that the black community's needs will
get a hearing, which is often not the case nowadays.

As a national advocacy organization, the Urban League can continue
the struggle to see that suitable black persons are named to such bodies.
A simultaneous effort, however, could be launched to monitor the work of
the valious area development commissions and boards, the Federal and
State commissions dealing with matters of interstate commerce, anti-trust,
utilities, and the host of other economic forces within the nation which
on the surface may appear to be disassociated from any racial consideration
but whose policies may in fact have significant impact on the black com-
munity. The advent of revenue sharing makes such monitoring vital at
the State level also.

Power of Taxation
There are few powers wieided by government which have greater

force than the power of taxation. Indeed, along with the powers of con-
scription and of law enforcement, the power to tax probably defies the
basic concept of government. Lodged within the power to tax lies the power
to fashion the nature of society, to create or to destroy various groups
within the society and to determine their relative status, the power to
influence the rate at which society's resources are exhausted or conserved
and for whose benefit they are used or preserved. At the limit, some will
even argue that the manner in which the taxing power is exercised can
determine whether a society can be termed a free or a totalitarian society
as the terms are commonly used today.

In the America of today there is widespread agreement that the tax
system is highly regressive. Eminent economists such as Joseph Pechman
have documented this fact statistically, and President Johnson's Treasury
Undersecretary documented it with empirical information. In fact, President
Johnson himself, in his last budget messag'e to Congress, noted that "the
tax system by itself distributes income away from the poor. As a share of
income, higher taxes are paid by households in the lower income classes
than by those with incomes between 96,000 and 915,000." The Federal tax
system is thus regressive in its effect, although the income tax has visiblv
progressive rates.
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Other provisions of the ineome tax, the so-called 'loopholes' consider-
ably reduce its progressivity, The Social Security Tax,* however, is highly
regressive in its very structure and given its steadily rising rates is has
become a major tax burden of the working man. Federal excise, and most
especially State sales taxes add substantially to this inequitable tax burden
borne by the poor, affecting even those who have no net income whatsoever.

Coupled with the burden imposed by the tax payments themselves
are the overall redistributional effects created by the system in its entirety.
The end result of the general regressivity of the combined systems, the ex-
tremely favorable tax treatment afforded to certain types of unearned
income, and the essentially modest taxation applied to estates and inheri-
tances, is to perpetuate the existing gross inequities in the distribution of
wealth in the U.S. This maldistribution attributes as much as 31 percent of
the nation's wealth to the richest L percent of the populationl The figures on
income distribution are nearly as startling: For the year 1962, the richest
5 percent of the families enjoyed 19.6 percent of pre-tax national family
income while the poorest 20 percent made do on 5 percent of the total pat-
tern which has remained essentially unchanged since the turn of the century'
In a society where wealth is a major constituent of power, we can readily
understand why the inequities perpetuate themseives, why the poor remain
poor and why the blacks remain powerless.

Probably the only means to bring about a significant change in this
grossly inequitable distribution of the nation's wealth is via a socialization
of the nation's productive capital. If an individual possesses both labor and
capital, his chances of being poor or in a low income percentile are sub-
stantially less than if only labor is possessed.

For individuals earning incomes under $10,000, nearly all income
comes from labor. Howevet, fot individuals earning between $20,000 and

950,000 (in 1966), only slighUy more than half comes from labor, while
for individuals with incomes between $50,000 and $100,000 only a third
comes from labor. And if you are super rich-earning in excess of $100,000

-only 15 percent comes ftom wage and salary earnings while two-thirds
is derived from returns to capital and capital gains (the balance is com-
posed of "small business" income).

More important than the magnitude of capital income is its unequal
distribution in our economy and its monopolization by one class. Were we
to socialize the ownership of capital and redistribute its returns, we could
alleviate the purely financial aspects of low incomes. A direct transfer of

tl-lrc ,co(irl seclrritv tax lras grorrrr fastcr lhan ant otlrcr Federal tax sincc thc Sc()nd World Wrr.
Ir l{)71, tax collections to finan.e thc Ferleral old-agc, srrnirors, disabilitr', and health in'
surarce (OASI)HI ) programs rcached $i.14 billion, or twcnt\ -sevcn timcs the level ol lg4!).
'I-ltis irtcreasc, rcprcscnting a compouncl annual growth ratc of l6 p€rcent, raise(l tht: sltarc ol
tlris tax iil (otal liederal rcvcrruc fronr four perccnt to 23 l)crcctrt. When other contributions to tllc
o\erali social insurance system arc added, thc total for I{)71 bccomcs 556 billion {rr morc thrrr
hrll tlrc ricld of thc Fedcral indit,idual income tax.

Tllc latcst incrcase continucs the up\\'ard trcnd.'l-he maximunr total OASDHI tirx pri(l in tltc
rratnc of an individual rosc to $8ll irr l97l and is duc to reach $1,40.1 in 1974, rvhcrr thr:
tar lirr a ttlo,earner farnily'will bc as much as 52,308 a rcar.

(Ironr Brittain, John A., Tltc Pu,-roll Tux lor \o.ial \c(urit\','Ihc Brookings Institurion,
\{'ashington, D.Cl. 1972.)
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income that would bring every family up to the Bureau of Labor Statistics'
"Moderate But Adequate" living standard in 1966 (roughly $9,100) would
have required $119 billion. This amounts to about 20 percent of total
personal income, slightly less than the proportion of personal income de-

rived from ownership of capital!
It is not my expectation that the Urban League is prepared to

identify itself with so radical a restructuring of American society as that
implied by a socialization of capital. Reform of the tax system, hov'ever,
ofier an infinite number of options for reducing the distributional inequities
short of complete socialization of capital and the League might fruitfully
discuss exactly how far along the continuum of such options it wishes to go.

Having examined the options available to it, and there are a couple

of groups already examining in depth the whole question of tax reform,
it could determine how "radical" it was prepared-to be and then join forces
with other groups of similar persuasion. The question of tax reform ap-
pears to be gaining momentum as a national issue despite the setback which
it suffered by the magnitude of the Nixon victory. The McGovern campaign,
the Democratic Party generally, and the powerful Chairman of the House
Ways and Means Committee which originates tax legislation, Wilbur Mills,
were all heavily committed to tax reform last year, and while the President's
cutrent budgetary antics have effectively focussed all attention on the
spending aspects of the government's fiscal operation rather than on the
taxing aspect, the issue of tax reform continues to simmer just below the
surface,

Community Development Corporation
The emerging realization that in a capitalist society, the non-owner-

ship of productive capital is highly correlated with poverty and powerless-
ness has led to experimentation with new techniques for getting capital into
the hands of the laboring population short of a total socialization of the
economy. Despite a great deal of publicity given to the alleged expansion
in the number of Americans who own shares in American industry, the
actual figures on such distribution are not impressive. For example, in
1966 fewer than 2 percent of all taxpayers received 74 percent of all dividends
and 76 percent of all capital gains. Furthermore, the really poor, lacking both
the resources and the know-how, are clearly non-participants in the capital
market except perhaps to the extent that they may have a meager interest
in a pension or retirement .fund which is in turn invested in American
industry. Louis Kelsots "second incomett plan, and various employee profit-
sharing plans which have been pushed sporadicaily by organized labor and
by selected employers are examples of experimentation with providing
workers with an equity interest in the capital instruments which they use.

Perhaps the most notable innovation in recent years aiong the lines
of popularization of capital ownership has been the community develop-
ment corporation, or CDC. Although the format has not been standardized,
the general pattern is one whereby individuals within a designated area,
usually a ghetto comrnunity of some sort, are given the option to form an
organization on the one-person-one-vote principle. This organization de-
velops a plan for purchasing existing real estate or businesses, or fbr de-
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veloping new ventures, and obtains a grant of funds to enable it to proceed
to implement its plans. These ventures are operated for profit and ownership
of them is lodged within the CDC, which is run by a community elected
board of directors. The profits which the businesses earn are generally
expected to be used to finance social programs in the community, such as
day care centers and health clinics,

The CDC concept is about five years old and actual operating ex-
perience with CDCs is considerably less than that. For this reason, no
conclusions can yet be drawn as to the effectiveness of the CDC as a
vehicle for community economic development, In addition, the CDCs have,
for the most part, been underfunded, and what may [s v,'61ss- uncertainly
funded-which means that they have had difficulty in recruiting top flight
personnel. They suffer from a variety of internal problems which could
easily be predicted, given the attempt to combine community control and
social welfare concepts with the need to operate with market-type efficiency
and to earn a profit. The fact that a high component of CDC programs is in
reality a training function means that a traditional market test of profit-
ability is an inadequate standard by which to judge a CDC's success.

Some of these CDCs have accomplished a great deal; others have less
to show. The Bedford Stuyvesant Restoration Project is probably familiar
to most of you, Its structure is, however, rather unique on the CDC scene.
Uptown, the Harlem Commonwealth Council structure is more typical of
the 30-40 CDCs now operating across the country. HCC is now operating
a modern office building on 125th Street, a small foundry, a specialty
equipment manufacturing: company, together with such smaller commercial
establishments as a travel agency, a data processing firm, and an office
furniture store.

Other CDC ventures include fast food franchises, shopping plazas,
service stations, printing companies, cinemas, grocery stores, electrical
processes manufacturing, laundromats, meat lockers, plastic manufacturers.
Few of these ventures are showing any significant profits but they are
surviving and hopefuliy are creating the nucleus of a community-owned
economy.

It is fairly apparent that the CDC format can be meaningful only
if it manages to assume ownership and control of larger business ventures
than the local boutiques and pharmacies. To acquire control of larger
establishments requires considerably more capital that the CDCs generally
have access to, so until this bottleneck is broken, this promising experiment
in community-owned capital will be unable to demonstrate its real capa-
bilities.

It is useful to distinguish between two separate problems which
the CDC concept is attempting to confront: On the one hand there is the
problem of acquisition of productive capiial by black people, and on the
other the problem of dispersing the ownership and control of this capitai
widely throughout the black community so that its benefits will accrue
to the many rather than to the few. The CDC speaks primarily to the
latter problem, while tailoring its program to whatever amounts of capital
it finds to be available to it-amounts which have in most cases beeu ex-
tremely limited.
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But whether the expanded ownership and community control con-
cepts are found to be workable or not, the scarcity of black equity eapital
remains the major obstacle to a meaningful black economic development
thrust' The need for a massive capital transfer from the white to the
black community continues to be a sine qua non for building genuine eco-
nomic parity between blacks and whites in America. The honest name for
such a transfer is reparations. However, the urban League might prefer
to call it by some well-chosen euphemism. Indeed, our beloved Whitney
Young often referred to a Marshall Pian for the black community, a con-
cept which probably has much in common with the reparations concept.

The term used is not of overwhelming importance (although I fail
to understand the reluctance to use the word'reparations'in this connection.
rn fact, I think it has a cleansing connotation to it) but it is essential that
the transfer assume the nature of a capital transfer rather than an income
transfer. without substantial capital funds under some sort of unified
black control the prospects of developing black economic clout are limited
indeed. To be sure, black political power offers far more promise for in-
fluencing the allocation of the nation's resources than does any foreseeable
accretion of black economic power. In fact, it is only through skillful'use
of black political power that the capital necessary for developing black
economic power can probably be acquired. The urban League;s capabilities
would strike me as being well used in helping blacks to understarrd this
need for uniting around a demand for a capital transfer and for utilizing
it in what might appear to be an elite fashion.

There are several other avenues to the acquisition of investment
and development capital which we at the Black Economic Research center
are either exploring or contemplating exploring on behalf of the black
community, and in some of these efforts we feel that other groups could
perhaps do the job more effectively than we can. Foreign nations constitute
one possible source of development capital for the black group which has
not been deeply probed. The mandatory pension funds in which blacks have
invested millions of dollars but have no controi over their use constitutes
another potential source of inveshnent capital. Although perhaps not very
large, the portfolios of our endowed black institutions could perhaps be
tapped to some extent in order to provide funds, at least for proven black
business ventures.

Although I have no precise information on this, the rather substan-
tial number of blacks who are earning six figure incomes in the worlds of
sports and entertainment may offer a reservoir of investment capital which
could be mobilized into multi-miliion dollar black corporate profits if a
prestigious group were to organize a well thought out program along these
lines.

Finally, I feel that it is time for the black community to take a
serious look at the powerful world of the private foundations. The assets
at the disposition of these foundations exceed $2 billion which have
a public character to them because they have, to a large extent, been
diverted from the public coffers. A few of these foundations have been
generous about allocating a portion of their earnings for the improvement
of the conditions of minorities but most of them have not been so inclined.
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Even those which do funnel substantial grants to the minority community,

however, do so in pursuit of agendas of their own creation, usually with

only minimal input from the black community.
Lastspring,attheannualconferenceoftheCouncilonFoundations,,

Vernon Jordan made an eloquent statement urging that the Foundation

recognize and accept its social responsibilities to a greater extent than it
has. I would suggest that senior consideration be given to carrying this
plea one step further by launching an all-out campaign to persuade the

larger foundations to transfer a portion of their capital assets to one or

more new minority-controlled foundations. I think we should target the

funding-of perhaps three or four black or minority-controlled foundations,

each with $B0 milliotr or so of assets. The earnings from these foundations

could fund many of our communities' social projects while a portion of

the assets could serve as investment capital for a range of black entre-

preneurial ventures, some new and some existing which need additional

capital.
I think, for example, of Dr. Brimmer,s insightful article in a recent

issue of Black Enterprise whe're he rang the alarm on the fact that some

of our stable black financial institutions, such as savings-ioans associations

and insurance companies, were in danger of being bought out by whites

because of the inability of the black community to mobilize large sums of

investment capital-a prediction, incidently, which has already come to

pass in at least one significant instance. So, without wishing to minimize

ihe importance of a major effort to mobilize the savings which do exist

within the black community and to channel them into black developmental

activities, we should also mount a simultaneous effort to acquire some con-

trol over the quasi-public monies now administered by the giant founda-

tions, as well as over the mandated savings of black peopie which are

administered as private pension and retirement funds'
Theforegoingcommentsareperhapslongerthantheyshouldbe

trut briefer than they need to be if new vistas are indeed to be opened.

However, in the discussion period to follow I hope that I can clarify and

expand upon anything which I may have said which perhaps touched a

reSponsive note.
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Source: "When the Marching Stopped: An Analysis of Black Issues in
the '70soo, National Urban Leagueo 1973.

The above study is on the 'Black Paperso lane on the Black Information
Highway and The Mid-South Tribune ONLINE at
rvww.blackinfprmationhighwav.com . Welcome, Travelers, to the Black
Information Highwty, 'the 21't Century Underground Railroado.


