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| sm hanored to appear before you today as the 1980 David R, Calbaun,
Ir memerial lecwurer. My topit this afternoon, corporate accouniability
and the balance between the public 2nd private sectars in fostoring iL, was
21ubject 1o which David Calhoun was esprcially sensitive. Ho was in-
Muentia in the establishment of independent audic committees long beforn:
Mheir imporiance was a5 widely recognized as i is today. Similarly, he per-
coived clearly the unigue rele of the oulside dirgcter and btought the same
striousness of purpese, care, and thorpughness which marked his othes
ACIWiTies to his awn board responstbilities. As the chairman of onc of the
haards on which Dave Calhoun served put it, “He was looking after the
mierest of shareholders long before there were any Ralph Maders,”

The oppertlnity to speak from this podium sn the rote of government
n he American economy is especially stimulating. Washinglon University
s widely recognized as ane of the Tocal points for analysis and debate con-
cerning regulatory reform, and Murray Weidenbaum, the guiding force
behind the Center for the Study of American Business, 2 onc of thal move:
ment's most thoughtful and provocative contributors. As a Tormer business
ceRlutive, former management school dean, and current chairman of 3
major federal regulatory agensy, the work which is being done here is of
ipecial interest to me. Regulation is 2 big business. While i* s the Lojeet
of intense pyblic concern, it has received inadeguate ac. i e scriiny.
Indeed, there is no organized body of rescarch, theory, and knowledge from
which those wha chose to cngage in the field car learn and build on the
experience of others. That condition underscores the importance of this
University's, and specifically the Conler's, commitment Lo the field.



F have chosen as my Gitle today "Political Physics -- Accountability
Yacourms and Social Dynamics.’ As that phrase sugpests, the interplay
between government and business is dynamic - pressure applied at a given
point in the system will have cansequences, often unforescen, at many
others, At the same time, the relationship belween government regulation
and private economic decisian-making is, | suspect, subject to discernible
pringiples, much as the movements of natural bodics are subjest to the 12w
af physics. "Political Physics' has not yet, however, encounfored an 15sac
Mewton, 11s principles are poorly understaod, and the sogiab Consequencis
of alterztions in poiitical or economic structures defly accurale prediction

For this reasan, my theme today is not that we need more regelacion
Lo Ensure a more just soeiety -- ar less 1o gudrantes a more productive one.
Rather, it #s a warning that we lack a well-developed philosophy within
whizh to cealuate the interaction between a free market econemic system
and thr inereasing governmental and political involvimnent in that system,
Whether undes the banner of regulatory reform or some other, we need [0
develop a coheremt set of principles aimed at creanng an equilibrium be-
tween the enecgies of 2 free, private economy and the meliorating effects of
regulation. That equilibriuen must not fetter the private sector and prevent
it from continuing to provide us with the wealth necessary Lo attain our
natignal aspirations. Similarly, however, we must take care not to denigraie
government's role fnosatisfying the deep-rooled belief that privale #Congmi
power myst be accorntzble to the public good. Reforms -- regulatary of
otherwise - which fall 1o surike a reasoned balance between these precepts
will, in my judgment, prove inherently unstable,

In examining that challenge, it is useful to bear in mind the Jarger cum
text in whith the regtatory reform debate is occurring. The subject of thr
government's rofe in constraining the business community is obviously one
of practical significance to our Nation as we struggle with rising inflation,
declining productivity, high interest, low rates of savings, and other phe
nomena which influence our daily well-befing. The debate in this country
te.day concerning regulalory reform is, however, only 2 smalf gomgonend in
a larger conlest between the advocates of individoalism and statism. Since
the Renaissance, Western sacizties have placed their emphasis on the indiv-
dual and on the benefits which Mow from his ¢nrestricted ability o utilize
his creativity, ingenuity, and energy for personal and societal gain, Histor-
cally, these cultures which have pperated on this premise have flourished
Monetheless, in this century, as advances in science and technology have



propelied us into socicties more complex, more inerrelaled, and more
hezvily daomingted by institutions which seem to dwarf the individual,

+ guestions have arisen concerning whether personal freedom, in s tradivional
sense, has betome obsolete or dysfunctional. As we proceed, unconsciously
for the most park, to grope for a new political, cconomic, and sacial order
in this country, we are therefore confronting a very basic question. In Lhe
final analysis, our task is to balance the benefits of individual freedom
against the need for sotial cohesion and consensus in 2 [ashion which
creates 3 Sociely both humane and eflective.

The Private Sector and Public Values

In exploring the batance between government regulators and private
 decision-makers in oUr coonomy, it is perhaps usedul Le consider at the out-
wt whit in the private enterprise system spawns demands for the regulation
of business. Propogsals to raform or repeal regulation which fail Lo come to
grips with the factars which monvate government intervention are likely
doomed ta failure,

The American economic system has propelled us, in less than 2 hundred
years, from an under-developed, primarily agricultural, sociely, 1o one of
mass wealth and mass consvmption, In the process, we have raised the
standard of living in ruch af the rest of the world alang with our own.
And, most importantly, we have created & society which respects funda.
mental human values and affords the economic freedom for large numbers
of our citizens to spend a significant snare of their energies pursuing those

Y walyes,

While the United States has developed a free-entuerprise system typified
by de-centralization of power and diversity o addressing national needs,
ather spciaties have, of course, made other choices. {n the Sovier Union, {or
example, the state is explicitly inlended as 2 tool to reshape socicty
according to predetermined contours, and the individual’s rale is derivative
of the needs of the state. Correspondingly, in the economic sphere, the
Sorietl povornment exercises rigid cantrol over virwally cvery 2spect of pro-
duction and consumption.

Theoretically, one could establish a socigeconomic continvum along
which gach nation could be placed. At one extreme would be the totally

n unregulated economy, in which government, at most, is assigned a role in



promoting busiacss interests, {n the middle, in the area of mixed govern.
ment-ptivake seclor Coopeoralion, which includes some level! of regulation,
wourld be clustered the world’s democracios -- some, like |apan, placing
grezter emphasis on governmental dircction; athers, Vike the United SLanes,
traditfonally allowing greater private sector indtistive, Stite controlled
cconomies would fall a1 the other end of the spectrum. The direction in
which this Matign, wittingly or unwittingly, is moving, or should move,
ateng this continuum may be the most significant palitical question of oue
tirae,

In any event, the key paint 1o bear in mind is that the unprecedented
strength of our economic system i3, in large measure, Lhe direct result of
privals cconomic decision-making - 2 fact which is all oo easy for the
regilator to forget. The source of the private sector's great power is, how-
ever, also the source of socicty's tendency to seek curks on that strength,
The free market systemn 35 value neutral, Asg z resolt, it 13 an elficient allo-
cator and prolific well-spring of goods and services. Unless hampered by
exlernal foes, the market, fn its purest Torm, tesponds equally (o buying
power or talent or creative genius regardless of the ancestry, social ghilose
phy, race, or religion of market participanis, At the same time, however,
the free play of market forces is ablivious 1o any concepts of what might
be called “'social justice,” If the market dogs not value what cne has to I
offer, one receives nothing in return; and if, as a resutt, one succumbs 1o
starvation or is driven to championing government cverthrow, that is a
consequence of no direct relevance 1o the interplay of the impersonat force
of demand and supply.

Unlike those farces, hawever, society and its members do have non-
econgmic values - values which may well be offgnded by the cost and
wealth allecations of the free market. Far this reason, in a democratiz
saciety, the consequence af the workings of a value-neutral free enterprise
Sy§Eem -- no matier how successful in ccanomic torms — % InCreasing gaver
menk regulation of private business, Much of the work of the political
system during the last 90 years has been directed toward using government |
to temper the power and officiency of the free marketplace with notions of
fairness, Justice, and some measure of econromic equality. Government is
the medium for implementing political determinations, and the wype of
democratic process which our polilical syitem embodies tends to be exgall-
tarian, eonsumption-oriented, and concerned with the commaon man and
cqual distribution of ircome and benchits, Busingss, on the other hang,




functians by incentive and reward, is hierarchical, rewards risk-taking, and
fosters uneven distribution, Demodracy is concerned with values - the
free market is essentially value-ngutral, Frec enterprise encourages sell-
interest, while democracy foguses on comman purpose, Demodracy inelines
wpwards compromise and conciliation. [n its purest form, the phenomenon
we all the "free market™ is intolerant and vncompromising. The con-

equence of these differences is that govermmeni's pawer is inveked 1o
mposc society's values on the markerplace.

The Limits of Regulation

There are, howeyer, two sides to this coin. We are today beginning 1o
realize that, as more and more of these “exira-economic™ demands aro
placed on the market, there is a corresponding 1oss of ¢Miciency and effec-
Iveness 10 busiress®s ability o mect its traditionat cconomic goals, such
a5 providing employment and 1 source of livelthood lor our workfaree;
wpparting the innovation, reascarch, and investment necessary o keep
thr pconomy going; and producing the poods and services which define aor
standard of living, The impact of that realization is visible in the currend
demands for deregulation and regulatory reform.

Our socicty as a whole, and business as a parl ool socicty, is being com-
pressed bewween competing claims and goals, each of which could be
icheeved individual ly, but not all of which can be attained at onge, without
adversely impacting the health of both 1he spcicly and the market system,
What our priprities should be, where our scarce resources should be applicd,

(aid witat systems impacts we can accept are quostions which are seldom gx-
Pheily addressed. The result is pften the adoption of regulatory solulicns
tr perceived social prablems which reflect poiitical expediency and compro-
mise rather than reasoned judgments gbout sociely’s overall necds and

kipacities, Only recently has there been any significant degree of public

. MLogniTion that we carnot afford cverylhing we might wanl and that the

durdens of regulation are felt in every pocketbook. Traditionally, the

American political system has lacked 1he ability to sct Haits on popular

expeclations of what government can accomplish - ta say "no' a5 well as

"ves" to demands for public salutions io private settor protilems Sur

brand of democracy encourages coalitions of single interest constiluencics
and affords them tremendous leverage over governmental decision-making.



The result is a tendency to Lry to create a2 remedy For overy wrong, Thus,
Armericans have implicitly assumed that povernment’s role is to create a nsk -
free society, Today, however, we are beginning more frequently to ask
whether every risk, every aceident, and every |oss really require, as a matr .
of societal philosophy, a statutary redress - or a rush to legislate against

the possibility of a repetition. And, even those who are tempted 1o answer
that question affirmatively, may not be prepared (o live in 2 sotiety
burdensd with the magnitude of the governmental role which that cheoice
would entail. As Justice Brandeis put it many years ago’

“Expericnce should teach us 10 be most on glard to proeect
liberty when the government's purposes are bencficient, * * *
The greatest dangers to liberty [urk in insidious encroachmenus
by men of 203], well-rmeaning but without understanding.”™

At the same time, however, an underlying American palitical axiom &
that znyone who exercises pawer must be aecountable to someone ¢l5e for
his or her stewardship ~ or, in other words, that therg be ng vaccoum in
accountability. The [ogic of this precept is that a persan wha s not subjea
1o an accountability process will fengd Bo exercise autharity in an aulocratl,
arbitrary, or anti-social manner. We are reluctant 1o alfow powers which can
influence sociery as & whole 1o be exercised by any institution unless ig is
fubject o an accountability system. An gbvicus example is the Con.
stitutional system of checks-and-balances with which all secondary schoo
civies students are familiar,

The same rationale extands to the econamic arena if the nationa!
meod s¢ems to have turned against goverament intervention, consider the
demands for strict restraints on nuclear power — hardly an unregulated
activity = following the Three Mile Island incident; the culls for special
taxation of the gil companies as a result of the rapid rise of oil prices; or
the enactment of the Foreign Carrupt Practices Act following revelations of
questionable overseas corporate payments. In short, given a struggle be
tween government's interests, as defined by a public copsensus, and
business's interesis, as defined by the interplay of market forces, govern:
ment will inevitably prevzil, ]




Toward 2 Regulatary Philosophy

Let me summarize the dilemma which | believe must be confronted by
ceery repubater and every advocate of dersgulation  On the one hang,
despile - ndeed because of - the sirength and power of a market economy,
0 measure ¢f inequily is an unavoidable by-product of the generation of
wealth in a {ree enterprise system. Although that unfairness s part of the
{orce which drives the system, certain of ifs consequences will be unaccepta-
Ele in a society which places a premium an human worth, Accordingly,
the power of government is invoked 1o regulate business.

Yet, it is not government that credtes the economic wealth we have
come to expect - although il is alse not the marketplace which creakes the
political equality, equity, and egalitarism which we demand. The two
forces together have fashioned the uniqueness of this socicty. Buth are valid;
both must Be healthy; and both must be mutually suppeortive and yet
mutwally independent in arder 1o thrive. Thus, 1f we are 1o moye from
being a political ecanomy to being an economic polity, that judgment must
be made conscigusly and with grear care and deliberation,

Many, however, view the contemporary federal regulatory strgcture
as moving u inexarably along the scale toward a stullified, state-run
economy. Qur federal regulatory machinery is the lepacy of a generalion
which proliferated wellinended, but not always effective, regulatary
efforts to deal with noneconomic issues in a setfing of unprecedented
EConomic prosperity. That machinery has not worked uniformiy well, 2nd
ke economic growth that spawned so much social legislation and regulatary
initlative has waned. Thus, the process needs to be reassessed and the
mackinery reshaped to reflect the etonomic and social challenges which we
now fice. For that reason, | support the broadly-based maovement in favor
of tegulatory relom.

On the other hand, the social expectations on which much of gur
regulation is premised have not disappeared. While Lhese concepts of social
iustice carnot be comfortably quantifisd or reduced to “costs” and “'bene-
fits," they are nonctheless very real in political terms, And, to complicate
matiers further, when the economy’s ability to meet the ever-rising expecta-
lions of socicty’s members diminishes, the demand intensifies for more
fovernment intervertion in order 1o ensure the “fair' distribution of the
shrinking pie.



1 have ng simple answer ta this dilemma. | do, however, want ta devot
the balance of my remarks to outlining factors which | think must figure in
the solution. The problerm needs to be approached from two perspectives —
that of government and that of Business.

A. The Role of Government

Contemporary advocates of regulztary reform tend ta ¥iew the prablem
on an agency-specific basis. The Caongressional oversight process, for
example, assigns respansibility for particular agencies (o the Congressional
committess with an interest in the subjeet of the sgency’s work. As a resuly
with some notable exceptions, hoth the over-seer and the owerseen tend
generally to have the same general philosophy about the importance of re-
gulation in the area involved. Similarly, while the pending regulatary
reform legislative initiatives would change the way thal agencies make
decisions and the considerations which they bring to bear in the regulatory
process, these proposals would not generally enhance their abilicy to balance
considerations outside of the agency's mandate. Both of these spproaches
to regulation work fraom the premise that, If particular agencies were more
thoughtful or mare limited in their power ar more closely gverseen by Con-
gress, the quality of regulation would Improve and the quantity decrease.

While there are serigus limitatigns to this view, agencies can indeed
alleviate many regulatory problems within the existing framework. Since
1977, the Securities and Exchange Commission, for example, has under
taken to review the body of its rules in particular substantive areas with 2
vitw to aliminating regulation which has outlived its purpose or whith
impedes some more fundamental objective. The Commission’s attThede
toward small business capital formation presents 2n apt example of this
latter effort. We have recently created several new avenues by which small
and start-up ventures can raise capital without submitting to the full
panoply of Securlties Act registration requirements,

Another theme which the Comm[ssian has spught to inject fnle its
regulatory philosophy is the elimination of complex and stringent regulations
which deprive business of the responsibility to manage its awa affairs. In
the investment company arez, for example, the Commission has tradi-
tionally prescribed many of the minutize of day-to-day busTness activiry.
The Commission has now shifted its fodus to marking cut the contours
of Investar protection and permitting investment company directors to
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decide, within these contours, how to praceed. Indeed, regulatory revisions
of thls nature are part of a larger process of stimulating the private sector

10 assume ks own responsibilities and function in a fashion which chyiates
ke need for further regulation. in a brozd sense, the Commission's corpor-
ale governance procesding, 1ts emphasis ob audit committes and indepen-
dent directors, and similar Commission Initiatives, are examples of this
philosophy.

The Commission has also made considerable progress during the |ast
wyeral years in integrating economic analysis into regulatory decision-
making. The Commisiian®s Directorate of Economic and Palicy Analysis,
staffed fargely by economists, works closely with the more fegally eriented
divisions during the formulation and evaluation of both regulatory and
deregulatory proposals. The result is 2 better informed decision-making
process 2n¢d rules which have less of 2 tendency to ignore economic realities,
Simifarly, the Directorate and the operating divislons have devised
innpvative monitoring programs in order 1o track the impact and operatlon
of sefected rules after thay are adopted.

Finally, the Commission has sought to further fluminate its decision-
making by ensuring useful publkc participation in its proceedings. For
example, the Commission periodically publishes 1 list of its pending rule-
making proposals and is contemplating the publication of a similar list an
iy deregulatory initiatives. In addition, the Commission has been holding
some of its public hearings outside of Washington in order to have the
benefit of views it might not otherwise hear. | belicve these steps have been
vseful 1o both the puklic and the Commission.

As the Commission's experience illustrates, there is much thal agencies
can do on their own. In my judgment, however, the regulatory reform
legislative proposals currently befors Congress de little to encourage this
inTtiative or experimentation — and much to hamper legitimate government
processes. If regulation is to be ratienalized with contemporary national
objectives, and If patterns of regulation that spring from the reguirements
of law are to be alterad, the President and Congress must amend the sub-
stantive laws under which administrative regulations are issued. In some
Cases, for example, complaints about government regulatian can be traced
to the philosaphy, reflected in the organic acts of many agencies, that
remedial legislation should be drawn broadly to give the regulator max[mum
discretion, |n ather cases, the opposite | true; the agency may be statu-
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torily prevented from considering important natipnal policies or etonamic
objectives which impinges on its mandate, {n both cases, the only cure s
ta rewrite the underlying taw. Amending substantive law, however, is nol
“regulatory reform;™ itis law refomn,

Moreover, if thers is to be fundamentaf change, a different tack is also
necessary. The problems of regulation canrat be fully cured on the indivi
dua! agency leve! — no matier how sensitive and progressive the zgency or
how enlightzned the statutory scheme within which it operates, The
balance between regulatory constraints and business latiude needs to be
addressed from a much broader perspective. A framewark is necessary
within which the overall costs and burdens of regulation can be assessed and
trade-offs made between competing regulatory and economic goals.

The budgset process — angther complex trade-off in national priorities -
affords a mode! which could be adapted to bring discipline and a broader
perspective to regulation. | have previously proposed that the President be
required to submit during the first session of each Congress 2 “state of

regulation” repart. In it, he would provide his assessment of the efficacy
of existing regulatory programs and discuds those teguiatory schamas - or

entlre agencies - which needed to be strengthened, and those which should
be cut back, reorganized, or abolished. This report would also hammonize
the regulatory actlvities of govarnment with the Presidant’s overall ob-
jectives for the Matlon and with the budget, amd reconcile any conflicts.

This document would reffect the considered - and detziled -- jurdgment
of the executive branch as to what aur national priorities should be, what we
can afford at any polnt in time, and the cholces netessary to most pro-
ductively use our resources to meet those goals. The present regulatory
struciure s heavily laced with Tmpllcit choices of this nature, For exampls,
our desire for energy independence and our mandate to protect and improve
the environment frequently conflict  Yet, there is no formal, intra-govern-
mental process to resolve those conflicts: and a result, they £ither go wnre-
solved or are forced, on a case-by-case basls, into the courts.  Simifarly,
the impartant and unguestionrably necessary natlonal commimment to
worker safety czn conflict with the national objective of improving pro-
ductivity and curbing inflation. There iz, however, today no mechanism to
bafarce these gozls.

A presigentlal state of regulation” report of the kind | have suggeited
would serve a5 a fulcrum for striking that balance. My proposal would
continue the budget 2nalegy by requiring the Congress Lo agree — or disagree
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- with the President’s approach through the passage of a series of resolu-
tions addressed to the various areas of regulation. These resalutions, which
would Then te submitted to the President for appraval or veto, would not
enunciate specific regulatory chranges, bat rether, would state principles of
regulatory direction, Once consensus was reached, Cangress and the
President would then proceed to implement the resulting philasophy. Con-
gressional committees having jurisdiction over particular regulatory
programs wolld be directed to conform thelr aversight to the spiriy of the
applicable resplurions. Similarly, with respect to the executive departments
angd agencigs under his control, the Prestdent would ensure that the
Congressional regulatory corsensus was transtated into regulatory policy.
Finally, Congress and the President would integrate their regulatory goals
with the federal budget so that programs would be funded — of not funded
- in accordance with the larger regulatory plan,

B. Private Accountability

| want now to shift the focus from the role of government in rationaliz-
ing regulation to a corollary subject which is much less frequently discussed
- 1he private sector's rele in avoiding regulaiory gncrgachment. The natural
appeal of proposals to deregulzie and return important areas of existing
federal regulztion to the hands of the private sester make it convenient to
ignore the fact thar a loosening of regulation wili not mean z decline in the
public's concemn gver the accountability of corpgrate power. But it is
necessary only 1o recoghlze the media attention which can be mustered for
a phenomensh like "'big busingss day" to raalize the suspicion which many
important segments of the public harbor toward private economic decision
makers,

Unfortunately, the private sector's appreach to the expansion of regula:
ton has gengrally been reactive. Business often takes a stznce of absolute
opposition to regulziion -- 3 position seldom successful in a political arena
which places a high premium on comaromise. Seldem, however, does
business try to come to grips with the uaderlying problem - ar perceived
eroblem — which Ts fueling the dimand far regutation

The private sector cannot affard the fuxury of diis approach much
fonger. Some business critics have already propased that corporate ac-
tountability be obtained by leglslating — not additional regulation of
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specific business conduct -- but the structure of the corporate decision-
making process itself. These critics have advocated tuch measures as
standards prescribing the compesitign of the bozarg of direciors, incloding
the particular constituencies whose interests specific directors must adve-
cate, the nature &nd role of board comihittees, the process by which
decisions wilh soeTal impacts are to be made, and similar matters.

1, for ane, am very skeptical that this kind of "regulztion’" /s appropriate
tq the extraprdinarily complex and diverse decisions that zre encompassed
by the corporate decision-making process - or that such regulation would,
in the ipng run, leave our personal and political freedoms unaffected. None
theless, corporate decision-making mechanisms elezry need an infusion of
accountability and, gver the past several years, | have advocated a variety
of nongovernmental skeps 1o that end, including boards composed wholly
of independent directors, except for the corporate chief executive; assign.
ment of the post of board chairman te an indspendent director; indepen
dent audit, nominating, and compensation commitlees; and other steps.
The most important point is not the merit of these proposzls - althaugh |
continue o beliewe that they have considerable merit. Rather, the central
point is that business itself has the primary responsibility for ensuring the
accountability of corporate power. Whenever business, as percéived by
society through the political process, fails to take that responsibility, gow-
ernment will step in.

tnt prder to megk this challenge, the private sector needs to fester the
self-discipling and initfative within the business community which will
make legislative propesals, at most, z prod o the recalcitrant few rather
than a sgurce of potential upheaval For the majority. bn order to accomplish
this, however, Lhe business community needs 1o develop more formal, more
sensitive, and more gffective ergans for anticipating the sources of public
toncern over corporate behavior and addressing them befare the momentum
to legislate becomes unstoppable,

Business today lagks effective leadership on most questions of soghal
policy. There is no mechanism for consensus building or for dealing with
other groups and government. The conseguence is that business typically
forfeits any lcadership role to the politician, and the politica! process, in
turn, constantly chips away at business's freedom, We cannot, of tourse,
expect business proups to become biind advocates of the public intarest -
whatever that may be. But it is not unreasonzble 1o expect business to
adjust with more sophistication 1o the large and unavoidable role govern-
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ment now plays in many previowsly private decisions. And, it is not
unreasonable to expect major industries, in their own seliinterest, o
fashion proposals for public policy solutions which balznce corporate
ahjectives and national gaals,

This kind of private sector initiative Is important, not only to preserve
the business community, but also because private enterprise, operating
under a profit discipline, creates a climate which sustains the democratic
process a8 we kaow it. The revarse is also true. Pelitical liberty Is essential
lo fTourishing economic opportunity, 2nd the economic sysiem itseT{ stimu-
lates the individualism essentizt to political independence. Business hag
shown ielf to be the most flexible and dynamic mechanism for digesting
economic and social change without disintegrating oc losing its identity.
Yet, if business waits for the Thalidemide case to occur with respect Lo
corporate accountzbility, | am concerned that the 1egislative consequences
may we!l mark the beginning of the end of that resilency and flexibility.

If business fails to take responsibility, there is little hope of reversing
the current, almaost bling, zoceptance of the concept that gavernment must
become increasingly dominant in the economic sphere if sociaty is 1o be
tempered with fairness. Howevar, as we ¢lecl to ignore the balance which
must be preserved and accept increased government domination over
business, we will eventually erode, not only the vitality of the free market,
but also our political 2nd our economic strenghts along with it

Conclusion

| want to conclude by reiterating the point with which | began. Despite
the pervasive role of government in contemporary soclety, regulatery
wience s & discipline that is stilf in its most nascent stages. As a result, the
political system operates without the benehit of any comprehensive weighing
of the cffects of gevernmental regulation on society and relies on a principle
borrowed from the laws physics — power vacuums are inherently unstable
Ehenomena into whith an outside Farce will reflexlvely rugh,

Quite cleardy, a more subtle analytical framewark is necessary, and all
of us have a stake 3p its creation. A strong and viable economic system isa
vitll camponent of cur society. But without some provisians for bar-
monizing the discipline of the marketplace with our social goals, aur
economic achievements lack purpose. Without economic achievement, an
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the other hand, our social and human goals would not be possible; personal
freedom and dignity can exist only so far as the fabric of the society is
strong enough 1o provide and protect them. The principles which should
guide our efforts to balance these cansiderations are not well-defined. 1t
is, however, ¢lear that in the final analysis, our economic health and the
social aspirations which our governmental structure implements ars not
contradictory. They are mutuvally supportive, interdependent traits, ang
without either, the dehnass, character, and humanity of our soclely could
nol survive.

Thank you.
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