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Digtribution of the Tax Burden.

Accepting income as a basis for taxation, we will examine the
. various methods of faising revenue for Federal, State, and local
purposed and see how near, asgording to our standard of meagure, they
come to realize in practice the principles upon which we base our
theory.

For convenience of discussion we shall sayrthe taxes are either
direct or indirect. By a direct tak, taken in the popular senge, is
‘meant a tax levied by assessment on property income,'business, priv-
ilege. |

An indirect tax is a tax on commodities, and is generally paid
by the consumer in the price of the article - depending upon the
ébility of the seller to shift the burden to the buyer or not. Di-
réet taxes may be divided into real and personal taxes; indirect
taxes, into excises and custon duties. : =3 ‘ﬂ&

The direct system of taxation is employed by the EState and
local Government. The Federal Constitution forbids the laying of
a direct tax for Federal purposes, except in proportion to popu-
lation and in but a few instances has the general Government exer-

cised this right.

Let us examine the direct system first. Real estate is
usually defined for purposes of taxation, so as to include land
and its improvements.  Personal property in some 3tates includes
ail property other than real estaté; in other States it is defined

By including the it
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to be assessed; and again in a few of the y
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3tates, personal property is not'specifically defined for purposes
of taxation%

‘The systen that is géneral employed for traising revenue for
3tate and local purposes is the General Property Tax which lists
for taxation real estate and personal prop;;ty. But in a few States
thers is a division of the sources of revenue for these purposes.
And it might be truly said that there is a tendency to depsend less
upon the general property tax for State revenue than formerly. It
is tﬁis system that receives the blame for its failure to distribute
the burden of taxation fairly. ' 1ts critics .say that by this system
of taxation real estate is continually bearing an increasing part of
the burden: while personal property, though conditions favor its
rapid increase over other forms of Wealth, is fast decreasing, pro=
portionally to real estate. Many reportsVShow an actual decrsase
of wealth of this form.

Becausse a great part of personal property escapes the

assessor and because of the glaring inequalities in the #aluation
of real estate, and its many kinds éf properties, the general tax
is condemned. In the beginning, this tax had some merit - when
most of the wealth of the country was in its real estate. But when
capital began to seek the many avenues for investment, wealth began

to take on the many forms that are ﬁidden from the eye, and more

arievous became the imsqualities of the tax burden.

A

Special report of census on Wealth, Debt, and Taxation, page G21.
1907‘- i
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Let us compare briefly the growth of the main divisions of
wealth as assessed to each class. The following table serves as
illustration, by giving the ratios for the years mentioned:

Ratio of assessed valuations of real property to personal propertiy:

1850 Y7 48,
1860 ke i g
1870 T e,
1880 e e W
1390 A iy, |
1903 o e

‘This table tells the story on its face: that real estate bears and
witﬁ an incrsasing ratio, much the larger part of the burden of tax-
ation for State and local purposes. But is this conclusive that -
rsal estate bears mors than its share of the burden? Let us view
the growth another way: The per capita assessed valuation1 el
reél property in 1850 was $168.13: in 1860, §$321.76: in 1870,

- (gold basis) $206;74:‘in 1880, $259.83: in 1890, £303.01: in 1903,
$336.73.

The per capita assessed valuation of personal property for

those same'years was in 1850, ﬁ91f64; in 1860, 2168.5%; ix 1870,
#39.08; in 1880, 381.90; in 1890, %104.17; in 1902, §$111.61.

Looked at by way of percents, the gain from 1850 to 1860 was, for
real prOpefty, 774+ from 1860 to 1870 real property decrsased in

value 7%, and personal property fell in value 45%.

Loadis ; e ¥
Wealth, Debt, and Taxation Report (Censug) 1907, P. 847.
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During the next ten years, from 1870 to 1880, -the increase in the
value of real property was 25% and that of personal property was
9%: from 1880 to 1890, realty gained 17%4 and personality, 37%.
But the féellowing twelvse years'up to 1902 the gain of réal‘proper—
ty was 117, and personality 7%. The increased percent percapita
for the entire period, from 1850 to 1902, is 1oo¢ for rsal property
and not quite 82% for personal forms of wealth. '

This means one of two things: a great relative incresase of
real estate over that of personality,'or that personal property in
soms way escapes the tax assessor. But the industrial conditions
of our country,the wonderful development of the transportation sys-
tem, the unprecedented growth of all manufacturing enterprises, our
undreamt of commercial activities, and the shifting of the popula-
tion from country to city, refutes the first assumption.

The.usvimated true values pe rcapita of all taxable property
of the United States for the years given are:l in 1880 $308:. in'1880
$514.00, in 1870 (gold basis) $534.00, in 1880 §870.00, in 1890,
$975. din 1900, $1,083; in 1904,c81;334.. .The census repo?t 5 for
1904 estimated that the assassed valuation of all property was 56.4ﬂ
of its true value. But this undervaluation is not necessarily an
evil in itself provided that there is a proportional valuation of
the different classes of properties, to their true values. But the
report just mentioned says that the true value of real property and
its lmprovements for the same year, 1904, was 58.8% of the true value

cf all property: but the taxes paid,cmlgmis property for that ysar

L §.D. and'r. 1907, Page 4d.
sg‘W,JD.’and T..01807, " 41
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was 77.8 % of all taxes paid. On the face of the census report, then,

i

Fio

of the tax burden,

whereas it has but a little more than half the tax bearing strength.

it is manifest that real propexrty bears over

But in reality, from the nature of the two great divisions of property
'énd from the industrial conditions as we know them tcday, the conclus~-
ion is justified that the greater percent of all ouriwealth is in the

form of persona¢ property. 4

Studying the facte from the standpoint cf the taxpayer, it is
a.legitimate queation tc ask: Who pays the gresater portion of the
tax? (and remember we are speaking of State and local taxes).  The
answer at once comes, "The real estate owners." . Are the Cdptaine
of Finanée, railway kings, and the owners of the telegraph and tel-
sphone systems and all private owners of pthlu utilities, among
them? No, Their property is classed as a part of personality im fthe
estimates given. A greater part of the taxes are born by the far~-
Imer and the city real estate owner. In passing it might be said
that the 1arger.part of personal property, possessed by tha farmer,
in the way of live gstock, farm machinery, and agricultural products,
payé its just porticn of taxation.

Taking the United States as a whole, the assessed valuation
of personal property in four years - from 1900 to 1904, increased
"w970 070, 592 while real estate increased §6, 712, 978,085, about
seéven times as great as that of personality: while the estimated

increass for fhe sams time of the true value of perscnality was

1
$8,783,041, 172‘ and that of realty was %&,903,814,16a.

»
't

1“eneus qumrt on Wealth Debt, and Taxatlon 1907. PP 40, 41
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fven this increase of a little more than $1,000,000,000 of the
value of real prqperty.over’that [ § personélity is thought Mg
\be the reverse of the trug'facts in the casg, To verify the
general conviction that many of the intangible forms of per-
sonality remains completely hidden from the tax assessor, and
that én the whole, the present methods of reaching and apprais-
ing the various forms of personal wealth are entirely inade—
quate to realize justice:in taxation. One instance'sighted
from the Comptroliers Peport‘cf the Currency,lwiil su?fice
for the purpose: On the 30th day of June 1900; all the individ=-
ual deposgits in the banking ingtitutions, trustland loan Companies
amounted to ?7,255,8§0,376“While the entire asseéssed valuation
of all personal property for the same year, was but $667,601,580
in excass of this amount. In 1904 the total deposits in the
ingtitutions named was $9,940,352,995 an excess of {1,066,690,577
cover the assessed valuation of all the personality for the same
year. Viewing broadly and briefly as we have, the growth of
the wealth of our country, and ite inequalities as listed for
assessment, we must cenclude fhat the burdens of taxation have
not been digtributed accdrding to ability to pay.
.Let us now turn our attention to the workings of the
tax system of our own State, and examine a little more minutely

its distributive burdens.

Repgrt of the Comptroller'of the Currency, Page 405. 1906.
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The assessed valuation of all classes of property in Niss-
ouri for 1906 was §1,389,690,319. 0f thie amount $437,215,837
was assessed as personal property including among other items of
wealth, railroad, bridge, telegraph, and telephone properties,
leaving $941,820,035. assessed to real estats, which includes ac-
re land and town lots. During the year given real property gain-
ed in valuation 6.6% of iteelf: énd personality, not including
railroads, bridges, telegraph and telephone made a gain of only Sﬂd
| 13‘1907, the valuation of personal property decreased 2656 336 .
while real estate increased in value about 5%, or something over
47% million dollars% During the ten years real estate increased
in valuation $2330,000,000, as agalnst $80,000,000 for personality.
But still further, while the valuation ©f personal property was
Ancreasging so slowlv as compared to the increase of real pr0perty,
the total deposits in the banks of the State shows a wonderful

growth. In 1896, the deposits amounted to §117,157,075: and in

V)

1306, the deposits increésad to $347,613,838 again of ouer 1§3ﬂ
within the short period of ten years. It is the goncensus of
opinion that personality, and especially somne cldses to a greater
degree than others, shirk its fair share of the tax carrying bur-
den. One of the clasges foresworn more than any of the others
is money,: bonds and notes. Within the last twenty.years real .es-
tate and some classes of personality have made a normal increase,
what one would 'expect, knowing the industrial conditions of the
country. . But of this particular class there is not the increase
ccmparabla with the increased wealth of the country. For many

1w";3tatgygudltors Report 1905~ﬂ6 P 863.
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years there has been an actusl decrease in this kind of property.

Many individual cases known to personai experience, tes-—

tify to this same general evasion. Then again of the various
clagses and portions of property which are listed for assessment
there is noiconstant proportioﬂ of assessed value to trus value.
There ié a wide divergence between properties of the classes
within the same jurisdiction, and in the game district, In the
repgrf of a committee on taxation to the Mo. State Teachers
Aggociation in 1906, the ratio of assessed valuation to true value
of ‘the various tracts of land selected to fairly represent the dif-
ferent portions of the State, ranges from 19% to 44ﬁ% And in'?yne
Counties according to statement qf County Clerks to the Staégd;;:m-'
land is assessed at from 20% to 100% of ite true value: town lots
25 to 100¢: live stock, 25%. loney, notes and bonds, 10% to
100%, and other persoﬁal property 10% to 60% of ite true value.

In the Counties given, the average rate assessed value of farm
land to its true vaiqe is 45 5/6%: of town lots, 65.5%: of live

stock, 44%: of money, bonds and notes: 71 2/57: of all other por-

3¢h31 property 313%. The highest average valuation of all Clasgs=

88 of property in Camden County whose rate represented 857 of thgi“:
actual value of all property taxed in fhe County: And 29.87, thé
lowest average valuation was made in Carroll County. But with
this difference in the assessment in the two Counties named, the

assessed wealth of Carroll is more than 4.6 times as great as

that of Camden County. This inequality of assessment as shown







is only indicative of the prevailing conditions throughout the

e
State. As a rule, the poorsr Counties pay vastily more than

their proportion of State taxes. Land in Camden County was
assessed at its true value, while-land in Carroll County, one
of the richest Counties of the State, paid taxes only on one
£ifth of its true value. | »

Other classes of properties show the same inequal-
ities.  As a general rule the poorest portions of the $tate
L;§ more than their proportional ghare toward State suppcrt.-

But if the adminigtrative feature worked so poorly
in the assessment of the listed properties, what can Le said
cf the success toward the more difficult broblem - that of
getting at all the taxable wealth of the Btate?

This is a delicate proposition, one that the law has
not Eéen able to solve. In its farreaching effect, the laws
of.taxation‘in‘most States are very searching. Heavy §ena1-
ties are provided for false returns of property. Though every
precaution is made to prevent the evasion of taxation, the in-
hgrent weakﬁess lies in the fact that the State must rely
ultimately upon the property owner to disclose his own poss-
essions, and be it said to the discredit of many a tax payer,

hlB memory is very faulty, when it comes to giving in to the

assessor what can not be geen by the naked eye. But to get

4

v;at the evidenee of thia concealment, and undervaluation, suf-
 £101ent1y to base an intelligént opinion upon the amount of
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To verify what was stated ahove concerning the will-o-the-
wisp nature of personmality and to show the magnitude of the task
of getting at a true basis for estimating this special weakness
of .the general taxing system, an eghract from the Report of The
Committee on Taxation to the Missouri State Teachers Association
is quoted:-l."Wh;t class or classes of property, if any, escape
or partially escape taxation because of evasions or conceal-
ment, and to what extent? Obviously it is a very aifficult
matter to get accurate data in this problem. Men are, as a rule,
unwilling to make a full and true statement of their p*operu,,
when they have gworn to something quite different. Failing T
get the desired information dn a sufficient number of cases from
friends and acquaintances all we could do was to get *he oplnlon'
of thoqe who are in the best position to know,the County Col-
lectors and Assessors. Even here it was found that in several
cases the information was forth-coming only after assurance was
given that the naﬁe of the County and the name of the officer
reporting would not be publisghed. The following table gives.the
egtimated ratio of the assessed value to the real value of each
class of property listed by the County assessors, and the esti-

mated pe:cent of each class that is not listed for twelve Coun-
ties in different parts of the State."

page 8 and 9.
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The above table, though inaccurate, no doubt approximates

: sufficeiﬁtly near, the truth to convince one of the unfair dis-
tribution of the tax burden. In the twelve Cbunties, taken to
represent the Statevfairly, the average rate of assessed valua- ‘
tion of real estate to the true value was 32% and practically

all of real estate was listed by.the assesgors, thus leaving the
rate of assessment of this kind of property still equal to nearly
one third of its true value. Live stock, 16 1/3% escaping tax-
ation and the remainder assessed at about 39% of its true value,
leaves the assessed value to the true value nearly 33%. And
subjectihg the other classes of properties mentioned in the table
to the same calculation, it is seen that Ssﬁ of Machinery: 1.4%
of money in hand: 24.5% of money in bank: 4.97 of the unsecured
notes: 18.6% of the secured notes: 8.4% of stocks and bonds: and
10% of household goods, are taxed. The scale then arranged in
descending order - 33, 88, 33, 24.5, 18.6, 10, 8.4, 4.6, 1.4.makes
discordant harmony - and one that is out of unison to all ideas

of justice. The real estate holder,including the farmer pays

the ftaxs
Again, the table ghows the inequality of assessment for
different localities. The assessment of land varies 15 points;

live stock 30 points; cash in hand, 45 points, and the other class-

s of personal property, show the same inequalities. And the in-
inequality favors the rich sections of the State as against the
boor sections.

- The practical workings of the tax is like this: the
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ignorant poor man if he has anything at all, must pay; the wise
and unscrupulous rich, need not pay and generally do not. As a
class, personal property beare but a small share of the ﬁurden,
perhaps a fourth of what it should and some of its forms almost
entirely escapse. Real estate beare the burden, the real sstate .
owner pays the tax.

The unfair distribution of the tax burden is aggravating
because property and not income is takenAas an index of man's
ability to pay taxes. Though a great part of the income coﬁms

Tom property, the income is not the same from year to year:

 Today, the heavens may smile and the harvest be great: but tomor-
- row the sunshine or the rain maybe denied: the farmer may not plant
' hig corn, or the planter pick his cotton. Industry may be paral-
yzed, not a shuttle flying nor a spindle turning{ the hammer may

be lyihg idlycon ﬁhe anvil, the fires in the great furnace gone
outs One or manvy of the industries may give ahﬁndantly or grudg-
ingly of its fruits, it matters not to our system of - asgessment,
-the tax must be collected whether or not there is a seed time and
harvest.

The evil of bad distribution is again manifest, hecause

our system of taxation only list for asgessment iteme of wealth,

allowing incomes from service to escape. The lawyer, whether

his fee is $10. or 10,000 #ollars for a special service, whether
his yearly income is 21,000 or $100,000 pays not according to a-

bility‘to pav. He only pays upon what the assessor can find in

the way of items of wealth.  So it is with all professions -

inqgmes from service escaping taxation. To allow the‘lawYe;)the

SR PR P Syl ) e e -
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doctor, and the professional man in every walk of life to escCape

taxation, shifts the burden onto shoulders that are already car-
rying too much of the load.
In the eariy history of our system of taxation, the prob-

lem of the right distribution of the tax burden was not such a cry-
ing evil, because the tax system was gufficiently comprehensgive to '
cover most forme of wealth. But the corporate nature of a great
portion of the property today practically hides the amount of its
trus existence, thus throwing thé burden of taxation back upon the
ferms of wealth that have not change in economic character. -
Individual ownership and control have been given over to
a legalized institution. The theory underlying this industrial
organization is the antithesis of the theory upon which our present
system resjs, and necessitates a radical change of our present meth-
od of raleing revenue, if we do not wish to add still further to
ths already existing inequalities.. In passing let us-say that a
Special corporate tax is nesded to meet exigencies of the case.

Tc show that the distribution of the tax burden is unfair-

17 mad. : ‘
7‘made, we have shown that there are manv classes of wealth, many

sources of income not comprehended under our present system of tax-
ation, which from the nature of the conditions, must bear heavily

on the small property. But there is one other source of income not
entioned: namely the income derived from franchises. Whether or
Mot the State should step in and claim such income in the nature of
2 rent maybe questioned by some. But it éoes without saying that

the burden of taxation is nothing, if the State takee a part of
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The census of 1900° gives 25,687 of males whoee' cccupation

i8 called profesaional, Of this nuwuber 1,210 are dentistis’

1787 electricians}

L@ DA
e =8 S 4

1,437 engineers; 1845 journalists

‘lawyersy 3,246 Government Officialsh 6,870 physicifinsi ©,445
are teachers in Colleges and ather Bchools. The tofal nales

doing personal service is given as 121,032 and those in vradesd
Lrd ~

and transpertation 180,383, Of these, 10,471 are agents;

[ g T, 1 T, A AR PR, S e AL s - 4 »
gy 144 bankers and brokers; 7,07Z bookKespers; 4,869 commercial

travelers; 33,572 merchants; and 22,044 ‘salesmen, ; il

From the above; it is seen that the property tax cannot dis~ ‘
tribute the burden of taxation according to ability to pay. e
mong soma of thg»classes given are found incomes that might be
considered pricely if measured by the average income from préper—
g '

A tax on the lawysr, doctors, every class of professional
or service man's income could 4ok b gshifted, that is, their
.sarvioe would noﬁ come higher because of the tax. If distributed
according to ability a service tax would be most juét. Not tak-
ing into consideration, or employing income as a bagis for all
tages, makes the burden doubly hard on those upon whom the in-
gddence finally rests.

As a class the farmer is hardest hit. And‘thé class that

‘derives inoome from ser§ice not Kit at all. The;}armar'a in-
struments of production - land - tools of every kind, horses,

1 cattla, are taxed. and the f&niehedxpraducm thsfincome) for

,mmp t 1is also Iia"ed by the asseasor. N‘na cf nis real






24.
estate and very little of his personality escapes taxation. This
is inevitable from the nature of his property and the method of
the tax administration. In order that the burdgn may be egual-
1y borne another system of taxation will have to be introduced
"fOr raising State revenue; one that will strike incomes from per-
gonal service and from business in so far as the tax will be di-
rect and not sghifted énto other shoulders.

We will now turn our attention to the System by whiéh the ¢
Federal CGovernment obtains ite revenues. The Constitution gives
Gongress power "to lay and collsct taxes, duties, importis and
gxcises." But it limits the manner of laying on ftax, by say-
ing that "No capitation or other direct tax shall be laid, un-
less in proportion to the census or enumeration herein before di-
rected to be taken." This constitutional limitation,then, pro-
nibits iny kind of a practical property tax to be used by the
Government for the purpose of obtaining revenue.

The power to lay a direct tax, in the manner prescribed
has beenllittle used. And when used, it is proportional accord-
ing to population, and not to property or wealth having income.
From its nature, then, this kind of a tax cannot come upttsé the
qualification that a just and equible system of taxation is sup-
posed to have. In our discussion for the reasons given, this
method of raising révenue‘will not be considered. Mt will re-
main then for us to examine the methods employed and subject them
ta the testé applied to the gensral property tax. Tmports and

excise duties ars indirect taxss, taxes that are incorporated in
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the price of the commodity and is paid b& the consumer of the good.
Thus»the Federal revenue ig raised by a éax on consumption, a tax
on commodities consumed. In the bYeginning I wish to say that the.
the psychology of this tax, is the explanation for its general ex=
istence.. Men, in general do not like the inguisitorial feature
Racessitated in the iisting and valuation of property, wealth.

They do not like to pay out of their pockets a specified
sum to the tax collector. Their shére in the support of the Gov=
srnment, then, $5. 3103 $20, $100 or what ever the assessment a- ;
mounts to, means just the amount theﬂcollecfor takes from them.
Wheieas, if the tax is #n consumption, the consumer is generally
uncenscious of its payment. But let me quoteiMili who sayss
"Are direct or indirect taxes the most elig%le? This question at
all times. interesting, has 8f late excited a*considerable diséuss—
ion. In England there is a pbpular feeling, of old standing, in
favor of indirect or it should rather be said in opposition to di-
rect taxation. The fedling is not grounded on the merits of the
case. And is of a puerile k&nd. "An Englishman dislikes, not so
much the payment as the act of paying. He dislikes seeing the
face of the tax collector, and being subjected to his preemp tory
demand. ' Perhaps, too, the money which he is required to pay dirsct-
ly out of his pocket is thg only tazation which he is quite Qure
that he pays at all. That a tax of one shilling per pound on tea,

or two shilling per bottle on wine, raises the price of each pound

of tea and bottle of wins, which he consumeé,_by,that and more than;p,f't

B SRt e S,
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that ambunt, cannot, indeedvbe«denied: it is the fact and it is in-
tended to he so, and he ﬁimself, af times is perfectly awars of it
but.it makes‘hardly any impression on his practical faelings and

associatlons, serving to illustrate the distinction hetween what is

; : i oty
merely known to bs true and what is felt to be true. With the great

mass of people, perhaps the abhove words are as true now as when they
were written. ‘And.certainly they are truer with our own p60ple
today, thén they are with the Englishmen. But this is anticipate
ing. | |

Let us apply Smith's four canons of ﬁaxation to the svsten
and sese if it maasurea'up to them? (1) Subjects of a State should
pay taxes according to their respective abilitiesj (2) the tax
ghould be certain,'and not arbitrary. The time of payment, tho
" quantity to be'paid ought all to be clear and plain to the contrib-
utors; (3) the tax should be levied at the time and in the manner
that is most convenient %o pajj (4) Bvery tax ought to be so con-
trived as both to take out and to kesp out of the pockets of the
people as little as possiblé over and above what it brings inte the
treasury. The first and last principles ars the most important:
payments according to ability, and to take from the people just‘e-

nough revenue to support the Government. The first is fundamental
to equality of taxation, and the fourth may be the cutcome of any

gystem of taxation. But ag a fault any system is likely to run
into, it 1s more likely to happen with a commodity tax, than a

tax on property. It is more easily to set a valuation and then

l ¥ )
Mill's Principles, Book V. Chap. 6.







.fix the rate that will yield a certain amount of taxes, revenue 85—
timates to be needed than it is‘tq estimate how much they will pay
‘as a premium tha% will finally reach the treasury necessitated by \‘ﬁ
said consumption. The experience of our treasury is a pointed tes-.
timonial to this fact. BSince 1856, a def8cit has arisen 18 times;
and during the last ten years, the Secretary of thé.Treasury has not |
bosn abls to make both ends meet more than half of the time. With=
out regard to equality or inequality that this tax works, as a means
of raising the required rsvenue, it cannot be commended in the Way : ¥
the tariff charges have been made. Of course thisg is net an in- |
dictment against consumptive taxes (excises and-duties) as a system
of raising revenue, but only against the working of the ;a# as we
have it; and this is, the one which has to do with the’distributibn
of the tax burden.: :
Then, applying only one phase of Adams and Smith'srfourth“ﬁ
principle - that of raising enough revenus to support the Covern-
ment, we find that our Tederal system is wanting, is inadequate to
fulfill its requirements.
Another phase of this fourth prinvlpla is violated result-

ing from the practieal workings of the 1nd1reut system of taxation.

The tax may be the cause of a much larger sum taken from the pockets: 

of the consumers than evsr reaches the revenue fund. One of the
objects of discussimg this tak, is to show that one of its greatex
ovils lies in the fact that the revenue that the Government ra-

ca}ves is not a true index of what the tax costs the consumer. O0Or

¥
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in other words, the PFederal system of taxation may wring from the
people a sum many times larger than ever reachgs the Governnent
coffers. And if this is true, a double injustice is caused, if
taxes aze consumpti9M are not paid in proportion to ability. This
will be discussed later.
To state again Smith's second cancn of taxation:it says

that the time of:payment, the manner and the quantity 4@ be paid,

ought to be c¢lesar and plain to the contributor, and to svery other -

person. In a vague sort of way, men may be half conscious at
times of thq‘manner of payment of an indirect tax. And ncidoubt
it is"true to say that a majority of consumers never think they
are taxed in this way - unless the tax is cof an ekéise character.

But as to the gquant¥ty of taxes paid on individual consumption of

imported goods, the increased price caused on consumption of domess.

tic goods, because of prohibitivevduties destroying compétitive
impart - who can tell? The coat on my back, the shoes on my foet,
svery article of necessary wear had its price. How muéh of that
price that went to the Covernment for taxes. I do not know. 1
imagihe hone, because T think my various articles of clothing are
of domestic production and make. How much more I paid for my

coat, my shoes, my hat than T would have paid had there heen no

¢/

import duties on articlss of 1likse g?hde, I do not know. That!

2! o

ong of the questions to he found out, approximately, at leasti if
possible. Then- if the consumer does not know whéther or not he
pays a tax on an artiels, or if hs is conscious that the price of

33&1@1&'inﬁludes‘ﬁhebtax'but'dosa not kmow what tho price would
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have been had there been no tax handed to him for paymént, when
hQ bought the article, our Taderal system of taxation would

fall completely if measured by the canon ofrtaxation just stat-
ed. '

But Smith says (his third principle) "that a tax ought
vto be levied at a time, or in the manner, in which it is most
likely to be cénvenient for the contributor to pay it:«" And
quo ting Smithlstill further: he says, "that taxes upon such #on
consumable goods as one articles of luxury (note tha word) are |
all finaily paid by the.,consumer, and generally in & manner
that is very convenient for him. He pays them by little and
little, as he has oocasioﬁ to buy the goocds. As he 1is at
‘1iberty %0 either buy or not to buy, as he pleases, if must he
hié own fault if he ever suffers any considerable inconvenience

fron such taxes."

As regards luxuries, it seems from the above that tax-
es paid on consumption are paid at the most convenient time & Wt

and when: the consumer feels more able He=8bEs to pay. This

geems the practical and coumon view of the thing. Men general-

ly do not buy fast horses, indigestible dinners, and sparkling

wine, things they ococuld go without and in the long run suffer

'no inconvenience, unless lhey fesl ablc to foot the bill. Only
yésterday, a friend of mine said that he was going to tuy an au~
tpmobile,_whenever he could disposaabfiﬁbmd(land he has in Texes s

walting i1l Lie felt able, the most convenient time.
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But what of the necessaries of life that are taxed? = Who '
can stay the pangs of hunger until he can,oonvenient1y>pay the
tax for the liberty of gating "three grairs of corn."  Who,
like Josghua, can command the sun to halt and say to hoary winter
"Come,th§£§,a more convenient time,"when I shall be able to wrap
about me the warmth ¢f wool and can sit by the glowing fire, and
then will havé ne . terrors for me, when I shall look cnly'upbn
thiee as a great painter and makér of sports."

Then how near does our Federal tax come to fulfilling the

requirements of. this third principle? lg it a tax on luxuries,

P R L
g =

that may Le paid when least felt; is it a tax on necessaries
that must be had without regard to #he convenience or inconven-

ience of the consumer to Or is it a mixture of the two?

And in what proporticnsy ia'%he revenus derived from one, and
from the other? e - L 4 :
- I am aware that in eiamination oﬁffﬁg differenf taiiff‘adhe~3
dules and.articles that bear an eicisé“%éﬁ, that any classificaff
tion of consumption goods as a necessity or a luxury, muét‘bé‘ ‘
arbitrary in a measure, Smith sa¥s "By neoassarles o undere*and
net only the commodities which are 1ndlspensaolv necessary fox |
the gupport of life, but whatever the cus tom of the ﬁountj rendere

it indecent for c¢reditable people, even of the lagest order, to
. be without1 Thie definition applied to present conditions,

would greatly ino;eaae the number of necessary articles over

5thbsa that were CQnsidered neceseary at the bimo that um1th wro
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This defenition gives us some light, not much. Though I am
skeptical as to its soundness in principle.  Why should cus-
tom say that an article is a luxury to one man, @nd is a ne-

cessity to another man? Why should meat be considered a
luxury to the wayside beggar, and a necessity to his more
fortunate brother; why should the linen shirt De & necessily
te the meréhanf of.our cities who deals in such wears; and

a luxury perhaps not one desired to the farmer who sings as

he reaps and laughs ag he wipes his brow in the cooiing-shade?

To recognize an article of consuzption as & necee-
gity to one clasgs and a luxury to another ig to resognize

class distinction, caste, a false and an undesirable basis Tor
a system of taxation.

But if we should considar an article of consump=.:
tion a necessity to one élass, and a luxury to another, the
FPederal Constitution prevenfs the tax system from incorporat-
ing such distinctions within itespfovisions: as uniformity

must De the rule in taxation: the linen shirt could not go

free to the merchant, and'he taxed to cheAfarmer, because
of the peculiar decrees of custom.

But society as a whole says and perhaps in a cor-,
rect way, that this isla luxury and that a nccessity. And
in this way we shall make our classification for present pur-
poses. What the statistician. has called a necessity ox

luxury wi¢1 be considared as such in compilatlons.
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Let us now ieturn and abpiy Adam Smith's firet
canon of taxatioen, paymahtvaccoiding to ability, to our
Fedérai-systém. Who are the consumers! What propor-
tion of’thgm are wage earnsrs? HOW‘many belong to the
préfeséinns,are in business? = How many belong to the
capitalistic class?

“ A special census on carnings and wages® gives
the greatest number émployéd at any one time during the
year (1905) in all establishments as 7,017,138 including
wmen and women over 16 years of age and children under 16
yeara who earn something The average number of wage
earners is given at 5,470 381. Out of which number,

434, 5$8ﬁare'ﬂhn‘16 years or over. - 1,065,884 are womon,

16 years or over, and 159/899 are children under 16 years

of a.ge.2 '
Out of the total average number.

4. ld earn less $3. per week.

4.8% " from $8. to $4. per week. 5

6.3% v $a. to g5, 0 |
ey R L T R
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T.8% 0 v 48 3o 49.
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But of the number of male wage earnara,

 '.18l6% eamn from 7 to 1838 than 25, per week.t-







“*;of wen and the numb er of children (waga earners) 8, 4 af

 marri§d} ‘ Thus about 5@% a,Jtpa waga eumners have famili

in afSﬁ&mjfﬁ of all wage earnara ?9 4 are|men, 18,9 are

women, and o are childxan..

0 the nnmber OA the women aqual BF tne number‘;‘

the‘men. Then if we say the income of ‘each famixy is that
of the*income cf one woman plua 05 of the 1ncome of one
Uahi;d; the tcugl income per family will be: q580»52 plus.
@80.2’1' vius $6.05 equai-‘s *eer. "61‘. Takingfthe "tabﬁimof;{‘
7from the Bulletin 6f the Bureau of Labor, Wo, T OBy 863) 3

the average 1ncoma of B.5% working man's families, wiﬁh"“
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: '*aa t%py are formed are as vicious and bad as they‘
¥{ffaibly be‘. They not only make the poor man carry
“gburdana but the methcd allows a steam
‘ﬁhvored few, that amountsto nore than
q.quarnmsntﬁ:

Where ever data could be


















Ta Gheck this result: If each familv ccms

of su&ar c
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prioe in 1901 was 5. 87 cents per lb

price would be less than 2 77 cents per pound. }‘ 

Again, if there were 4,744, 63a,00 103._5f:§€3.

amount expended for sugar was ¢2b8 509,796,
f the ampunx expended for sugar ver faumily ($15 76}‘th&
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consumption was 2106,847,901 or'ﬁ115,226,306'as calculated on
the excess of retail price as given abhove. Taking the first
\estimate, the consumers were out 244,376,895 that never found
"its way to the treasury box; or using the second estimate,
852,546,103 found a lodging place short of the Covernment cof-
fers.

Should.the revenue bhill now incprocess of making
tai coffe five cents per pound, the minimum rate suggested,
the poor man would hear most of the increased burden. Taking
the family budget as the hasis,this extra tax would cost each
family 22.24. Then, if the total number of families hasg in-
creased 1,800,000 sinece the last census the extra cost of coffes
to the consumer would be #4%,148,916.

gshould tea be taxed 10 cents a pound as suggested in
the pending 5111,‘the eﬁtra cost to 'each family, on the basgis
of consumption estimated in the family budget, would be $1106
a vear. This would make the consumer of tea pay something like
#17,000,000 more than they are paving now - a very good way to
zet revenue, if raising revenue is the only thing to be consider-
ed.
Taking sugar as an exawﬁle of an article produced

at home and abroad it is seen that the tariff increases the
price of that article by nearly the amount of the advalorem rate.

A tariff on articles wholly imported for consumption

increases the price by the amount of the advalorem rate if .the

s
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article iz a2 worldwide commodity, and consumntion optruns in anv
wav the demand.

In the matter of eclothing, an important item in the
fauily budget, it was impossible with the data at hénd to check
the results of the tariff on domestic vrice;rgoreign prices.

But T have made the estimated probable increased cost
of the tariff on tﬁe clothing item and many other of the im-
rortant items of the family budget, by saving that domestic
prices are advanced over foreisn prices by the amount of the ad-
valorem rate. It is hoped at some future time the writer will
be able to verifv or disnrove the nrobable facts that are fur-
ther detailed in the pare following.

In the family budpet given the avérage cost of cloth-
ing is %107.79. From the amount of different kinds of clothing
manufacturéd for home consumption and imports of those different
articles for, 1901 an sstimation of the »nroportion of the differ-
ent grades was made that enter into consumntion. In making the
calculation, the cotton and silk roods are classed as one he-
cause the average advalorem rate on both kinds is about the
same . And should we sa? that the workingmen's family consumed
no silk, we would need to sav that the.consumption qf the other
kinds was rreater. In reality 'I have increased the proportion
of cotton goods consumed bv-the amount of the consumption of

silk. In this way if there is an error it will appear on the

conservative side.

-
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Tn 1900, of the total consumntion of clothing 13/20 was of
cpttoﬁ, 10/30 of wéolen, and 7/30 of shoes. Taking these proror-
tions of the cost of thé clothing budpet, %48.70 was expended for
cotton goods, #35.9% for woolens, and.@25.15 for foot wear. ‘

The average advalorem rate on cotton goods was 55.54¢
(811k which is counFed with the consumption of cotton, was 53.07);
that in woolens, 91.3%; and the rate on shoes,>55.51%. Counting
these rates as a‘probahle excess cost of the consumntion articles,

the extra costs of the different *%inds of clothing consumed, by

gach family, are:

(1) On cotton soods, . #16,649.

() " woolen " 17.15 !
(2) " Shoes | 5,83

Total extra cost SRIEs

In 1900, the value of the consumption of the different

articles were:

(1) Cotton goods, 8475,%66,445
(2) Woolén - * *469,978,356
(3) shoess, all foot wear #226,118,129
(4 8ilks 4 138,150,631

Total value of all clothing
8onsumed :vl,aos,alz,sel

Thaﬁ if cotton goods sold at 155.45% of their true value,
because the effect of the tariff, and woclens at 191.04% their
true. value; and shoes at 13531% of what would have been their cost

had there bean no import restrictions, the sxtra costs of all the

B






mrticles would hava

0y ar cotton roods, i _.‘ ?169;555”455'- e 1

(3) " weolens | o bR
(8 " silks | el

(4) *  ehoes AT 549,144?.“ Tl

Total extra cost because of the tariff--- 616,538, 545 .‘73?“
',Taking the wage earners, 1,321,495 families out of tna tﬁt&l ﬂﬂmw
borbof 16,178,715 families, (1900) the extra. cost t0 tham aloa_

on the above articles, was 349,860,300 estlmating that aaah“f&Mn

. g ¥

(1) Extra cost on Cofion goode, ———m--mooi 231,976,461

(@) " SNBSS L N R 15,976,774 i
(3) " " : " shoes o ot o 10’994‘, 838 “‘.
To tal ..___;.--__.;..‘-__.,..;.u:-;.;~.--—- e AR ,942 N73 ¥

in general, and t#kina it by piece-meal, is $912,127. ,Thia'
shows that the proportlon taken of sach 1tem is but a slight error
and emphasizes the fact that the estimation on the whole as to the
p:obﬂﬁie cost of the tariffs to the consumer mgybe a reliable.and ~
conservative one. ‘ A |

Tha total extra cost to the entira consuming mass, cal

Gufat‘d'by the aayalarem rata is $616 558,045,  Taking the family






- The total walue of all ~1othing manufactured and imp@rhadw«
for haéme consumption in 19@0,_was $1,3009, 613,a6i,~  Taking fvom.thi'
| the sx*ra cost as.estimated by. the advalorem rate on ﬁhe value of |
each item manufactured and imported for home. consumpticn, wu hav
the~true valua of the, ¢ lotbxnn consumedy which: io 3995 074,916. 
Or putting it this way; th@ true value of the clothlna consum&dfa
55% of what the consumer paid for them; the 474 going where? |
whers, out of the peckets of the conaumer, surely. A part wﬂht‘
tp the Government as a tax, no doubt.  But how much did the G@v
ornment receive?  How much did the Government's taxing syst@m
*heveonaumar‘that fhe Gowernmeﬁt did not receive? And right h'r

ig the cruoial point of the system that this investigation is‘

ing to make plain.-‘ If this was ﬂlearly understood by the consumﬁ.l?
ssen and’ felt diatinctly, T make this prophecy that the syst&m B
would bs swept away 1mmed1ately. Psychologically, the pecuiiaﬁ'
maethod ef‘ﬁhé workihg of this tax 1s responsible for its'existe
Jut the above questions aré 70t answerad yet.  We will now find
oug how much the Government recaived. ‘.

: In lQOO,-tha‘value of the imports of cotton, wool, silg;f
and leathai manufécture was 3113ﬁ9865206 paving $64,065,444 duty. |
sug the total extra cost, on the basis of the advalorem rate was

w016 358 645 Then the Government from thisg amount received for






goods manufactured for home consumption would not @rnp tha:dagxee'
lindicated by the advalorem rate. i b gy “
i The examination of those few articles of ﬁhe eensﬁmnr
‘ti@n budget; namelv, sugar, coffee and clothin revaalimgttha

enormous excess of extra 208t because of the practioal‘wg,
of the tariff mekss ons hesitate to estimate ths probablé.eﬁa
of ooat when 6onsidsring the entire range of the consumptiaa'
that is effeoted in any way by custom dutles.l

Bacause of the tariff on timoer at ite products in

samathiﬁg like $113)000,QOO in 1900. The produvt ﬁhat year wa
4734, 964 758 as réported by 57 214 es*abllshments. Counting th’;‘

the entra euat as given above. Because the consumer could ﬂot

by his steel dhd iron in a CQmp?uithO riarket those products co
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Tlme does not admit of t:a.ls:incr every 1tem of coneumptlon

‘affect oy the tariff\and quect it to crltlcal etarlnation. ‘,Bﬁt&

on GlOuhing, timber, iron, glags, clay, and pottemy and sugar,the :
extra cost because of the tariff totals over a 31 140 OOO 000 whlleQT
at the same time the Government received semething cver $158 000, OOD
in duties on importedcartioles like the nature of thosa menticnad
above; thua takzng from the consumers of thls land over a billi@n 3:
dollara that found lodgment - no+ in the overnman+ ooffers. dﬁﬁ}
remember the aoove is only the extra oharge on the articles named;
When we consldsr the increased uOSt on hundreds of oﬁher articlea“
of ¢ onsumption, on products in various stages of manufacﬁure;
togathor With what has béen shown, we will have a bettar compmg
hen31on of what the"American Systan" is costing the gulllola‘ﬁﬁ

ican public. - Letting our mind wander backward the pgst.fifty‘f

all the while, we will have a better unders*andlng of. what the
cral systen of taxation has cost the people - not in what it haS‘
taken from them for necessary expenditures, but what it has enablad’*
the benefiﬂiaries of the system to reap what they had not sown.

If we accept ability to pay as the true hasis of taxation
+he consumption tax (imports) as it reveals itself in the practi—:¥
cal wbrking in our Federal system is entirely wrong, though if

evary~do11ar 1t %@ok from‘ﬁha censumer found its way to the Gov=







In 1904 (ﬁhe 10 years pre@eding ax”“abmut

ysar.

For the same year the average advaleram rata @n f?ff

arti@loa nnnufacturad ready for coneumption wan 49 L@%‘A;glf’

28 13% of the total duty collected for the sane period
thrae classes of 1mportaﬁ§on, ¢ 1¢ of the total duty waa dt
ad on artielea of necessity, and 28.12% was asssssed on theA
ies, In thia diatribution the poor wan was hardest h1t.A ;ﬁh&
Iood required for his table, bears nnarly a thirdiof uha burden
imposed-on imports; Sugar, alone pald over 62 million; the total
amount of duties paid on the import of food products in 1904 am'uQJ
ed to %75,940,284
Food products, products that enter inté the bOﬂSUﬂ“tiﬁni

of every family bore 385 of the import burden in 1904.: 'The many
“receding years and those that haye followed since have wmtnesaed
the same inequality —‘commodities, neuessary to every oon5umer,. |
poor and rich alike, ?ave born the burden and reanonsibility SE AL

{p‘“tlaf the Government
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Uf V%ﬂ? wore importanca than formarly A study uf f‘
of éxpenditu:ce reveala many surprising thmbs in th:.s
f‘hriﬁtiaa lmd,, "
will sh,qw, ey

Total EL@Qnd. A _‘Exg.‘ for whr

$z$5,656,000. §237,010,000 20 o

'fﬁ§4;8479900fﬁ‘_;,¢~19% N T L
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