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Ricardo posited that profits are key to enterprise success.  As costs rise, profits erode.  
Since profits lead to reinvestment, rising costs inhibit economic progress.  The “Ricardo 
effect” implies that consumers (taxpayers) will need to save to pay for tax increases and 
thus consume less. 
 
Administration, Congressional and Keynesian* dreams notwithstanding, we are currently 
in a reality of the “Ricardo effect” where taxpayers are saving or reducing debt and not 
spending as taxes on the “wealthy” increase and discretionary income is trimmed.  
 
What is the reality for recovery?  What is the mechanism for future job growth?  
Permanent increases in employment arise from reinvestment of “profits”, whether they 
are corporate or individual.  What is reality, who is dreaming and why is Washington 
confused?          

 
 
 
Sincerely, 
 
  
 
 
 
Joel H. Jastromb 
Chairman 

                                                 
* Keynesian economics  is a macroeconomic theory based on the ideas of 20th century British economist 
John Maynard Keynes. Keynesian economics argues that private sector decisions sometimes lead to 
inefficient macroeconomic outcomes and therefore, advocates active policy responses by the public sector, 
including monetary policy actions by the central bank and fiscal policy actions by the government to 
stabilize output over the business cycle 
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