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LETTER OF TRANSMITTAL

WasHINGTON, December £8, 15832,
Hon. James W. CoLLIER, ,
Chairman Commitlee on Ways and Means,
House of Representatives, Washington, D. C.

My Dear M=r, CuairMAN: There is transmitted herewith a prelim-
inary report on tbe subject of Federal and State taxation and dupli-
cations therein.

At the close of the first session of the Seventy-second Congress, the
Committes on Ways and Means authorized and directed the appoint-
ment of a special suhcommittee for the purpose of making a stud
of Federal and State taxation with particular reference to the dupli-
cations which occur through overlapping suthority. A committee
of five memhers was named, of Wh.lcﬁ I bave the {lonor to serve as
chairman.

Your committee adopted & program of procedure which contem-
plated three major steps, to wit: (1) The preparation of & preliminary
report containing basic data on Federal and State taxation; (2) the
holding of puhlic hearings; and (3) the suhmission of a final report
with suggestions for improving our taxation system. The accom-
panying report, which has been prepared by tge staff of the Joint
Committee on Internal Revenue Taxation at your direction and at
our request, thus represents the completion of the first part of our
program,

our committee has given general consideration to this report and
recommends that the same be printed in order that it may form a
basis for an effort in the direction of eliminating double taxation,
duplications, and overlapping. It is also hoped that it may form a
basis for a revision of our taxation system as a whole in order that the
tax burden may be more equitably distributed.

Inasmuch as the report submitted concerns itself almost entirely
with presenting facts, it was unnecessary for the Subcommittee on
Double Taxation specifically to approve or disapprove of the report
as prepared by the staff of the joint committee. However, we are in
substantial agreement with the statements contained therein.

Respectfully,
Frep M. ViNsoN,
Chairman Subcommitiee on Double Tazation.
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LETTER OF SUBMITTAL

JOINT CoMMITTEE oN INTERNAL REVENUE TAXATION,
Washington, December 28, 1938,
Hon. FreEp M. ViNsoN,
Chairmen Subcommitiee on Double Tazation,
Washinglon, D. C.

My Dear MR. CHAIRMAN: At the direction of Hon. James W.
Collier, chairmen of the Joint Cominittes on Internal Revenus Tax-
stion, there is submitted berewith a ‘‘Preliminary report on Federal
and State taxation, and duplications therein.” ﬂ?his report has been
prepared at your request and it is hoped that it may be of sufficient
value to form a basis for the future work of your committes.

At the completion of some months of study of our taxation system
a8 8 whole, it is our opinion that very substantial improvements can
be made therein, through cooperation between the Federal Govern-
ment and the States. The tax burden is great and the public are
fully conscicus of this burden in these times of stress. A more equi-
table distribution of the burden and its ultimate reduction through a
judicious curtailment in expenditures would doubtless not only be
welcomed by the public but would also have a most beneficial effect
on husiness.

Respectfully suhmitted,

L. H. ParxER, Chief of Staf.

Approved:

J. W. CoLLIER,
Chairman Joind Commitlee on Internal Revenue Tazation.
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PRELIMINARY REPORT ON FEDERAL AND STATE TAXATION

FOREWORD

This report has been prepared by the staff of the Joint Committee
on Interna]l Revenus Taxation at the request of Hon. Fred M. Vinson,
¢hairman of the Subeommittee on Double Taxation of the Committee
on Ways and Means of the House of Representatives. Hon. J. W.
Collier, chairman of the Joint Committee on Internal Revenue Taxa-
tion and also chairman of the Committee on Ways and Means,
ordered the preparation of the report.

The prinmpef object of the report is to set forth the important
principles and facts relating to taxes imposed by the Federal Govern-
ment, the State governments, and the local governments. It is hoped
that this collection of principles and facts will furnish a basis for public
discussion of this important matter, as well as a basis for public hear-
ings which are contemplated in the pear future. A final report will
not be attempted until after the conclusion of such hearings.

In view of the above, no conclusions have been reached in the
report, with the exception of certain propositions that are plainly and
indisputably shown by the facts. It has not heen deemed beyond the
scope of the report to raise certain issues which should be discussed
a.ncF answered before any real pregress ecan he made in coordinating
and simplifying our National, State, and local tax syvstems.

It is not sufficient in approaching a subject of this magnitude to
consider it solely from the Federal or State point of view, It is more
important to consider the effect of the various systems of taxation
upon the taxpayer, whether individual or corporate. It makes little
difference to the taxpayer to whom he pays the tax—the important
matter to him is the total amount he hes to pay. Double taxation
will always impress him s unjust and taxation of the same subjects
by the various taxing authorrties will generally be deemed double
texation, whetber or not legally or theoretically justified. Then, too,
the annoyance to the taxpayer of many of the so-called nuisance
taxes, which bring in ver?-{itt.le revenue in proportion to the trouble
involved, must not bs overlooked. About 150 years ago & famous
writer on economics, Adam Smith, laid down four principles to which
all taxation should conform. These maxims of taxation are now
broadly recognized as valid and are worth repeating. Briefly stated
by Doctor Munro, they are as follows:

People should be taxed as nearly as possible in proportior to their respective
abllities; sll taxes should be deﬁni{e and not uncertain or arbit ;s they ought
1o be levied at the tlme ard in the manner which causes the least Inconvenience
to the people; and they should be so contrived as to take out of the pockets of
the people as Uitle as possible over what is needed by the Public Treasury.

The trouble with most of our taxing systems, as pointed out by
Doctor Munro, is that they do not heed these maxims and taxes are

1



2 PRELIMINARY REPORT ON FEDERAL AND BTATE TAXATION

sometimes levied on the simple principle of getting the most money
with the least trouble,

The staff of this committee started work on this report in July.
The subject is broad, and comprehensive and accurate treatment is
extremely difficult. In order to publish the report promptly, certain
approximations have been made and the check of State statutes has
been hurried. The indulgence of the reader must be asked with
respect to any errors which may occur in the report, and it will be
greatly appreciated if such errors are promptly brought to our atten-
tion. In general, it is hoped that the report is substantially correct
as of July I, 1932,

SYNOPSIS
Parr 1. DiscussioN or PrincirrLEs AND Facrs
}. Tag Power To LEVY TaAXxES

{A) OF THE FEDERAL GOVERNMENT

The power of the Federal Government to levy taxes, like the otber
powers it possesses, is delegated by the Constitution. Thbe scope of
this taxing power, though broad, is defined and limited by the Con-
stitution, and rests solely in the Congress. The limitations on the
power to levy taxes applicable to Federal statutes are as follows:

First, general restriction on sovereigniy.—The Government’s power
%o tax does not extend beyond itsinherent power of sovereignty. The
Government must have Jurisdiction over the person or object subject
to tax.

Second, to pay the debts and provide for the common defense and general
welfare —The Congress can not levy taxes for private purpose, but
in a broad sense must levy taxes for the purpose of providing for the
payment of the public debts and the general welfare.

Third, rule of apportionment.—Irect taxes, such as property
taxes, must be apportioned among the several States according to the
po ulation by the specific wording of the Constitution.

ourth, rule of uniformity.—Indirect taxes, such as duties, imposts
and excises, must be uniform throughout the United States; that is,
they must operate ‘“witb the same force and effect in every place
where the subject of them is found.”

Fifth, prohibition on export tazes—The Constitution provides that
no tax or duty shall be levied on articles exported from any State.

Sizth, volation of the due process clause of the fifth emendment.—
The Fifth Amendment prov‘iges thet no person shall be deprived of
%ropert.y without due process of law and without just compensation.

bis rule applies only where the taxing provision is so palpably
arbitrary and unreasonable as to lead to the conclusion that it is not
an exercise of taxation but a confiscation of property.

Seventh, violation of the tenth amendment.—There are a few cases
where taxing statutes have been held invalid by the Supreme Court
because they violated the provisions of the tentb amendment, which
provides that ““the powers not delegated to the United States by the
Constitution, nor prohibited to it by the States, are reserved to the
States, respectively, or to the people.” An examnple of such an
invalid statute was the child labor tax law of 1919.
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Haghth, taxing compensation of President and Federal judges—The
Constitution provides that the compensation of the President and
of the judges of constitutional courts shall not be diminished during
their term of office. The court held that the taxing of such income
wag, in effect, a diminution of salary and invalid.

Ninth, taxing Stale functions.—The Federal Government has no
suthority to tax the property belonging to a State or one of its sub-
divisions, or the means and 1nstrumentalities employed by the State
in the discharge of its ordinary functions of government.

Contrary to the opinion of many, there is no limitation on
double taxation by the Congress. Neither do treaties limit the
taxing power of the Congress where the treaty is prior to the tax
statute. Subject to the limitations listed, the Congress can, in
fact, impoge nearly every kind of tax, but such power can not be
delegated by it to the President or to the courts.

(B} OF THE STATE GOYERNMENTS

The power of a State to levy taxes is based on its inherent right of
sovereignty. The limitations on e State’s taxing power are as followa:

First, inherent limitations,—The State can reach only objects within
its jurisdiction and must not levy taxes except for a public purpose,

Secornd, limictions under the Federal Constifulion.—State stetutes
must not conflict with Federal laws or with the terms of treaties with
foreign naetions. They must not interfere with the borrowing power of
the Federal Government. No State may lay a duty on tonnage nor
impair the obligations of a centract by tax provisions. Taxes dia-
criminating against citizens of other States are prohibited. No State,
without the consent of the Congress, is permitted to lay duties on im-
ports or exports. State texes must not be so arbitrary as to result in
confiscation and thus take property witbout due process of law. The
fourteenth amendment contains & provision that no State shall deny
to & person the equel protection of its laws, and this provision has been
invoked in severa] cases as [imiting the State power to tax nonresidents.
The State taxing statutes must not interfere with interstate or foreign
commerce exclusively under the control of the Federal Government.
For the same regson thet the Federal Goverttment mey not tax State
functions, the States may not tex Federal functions. There has been
no application of the full faith and credit clause of the Constitution as &
limitation on the taxing powers of the States.

Third, limilations under Stafe constitutions.—The legislators of 2
State are also limited by their respective constitutions. These eon-
stitutions differ, of course, in many respects. Many of the Statea re-
quire equa.lit,¥l and uniformity in texation. Some require that taxes
on ﬂﬁmperty shall be in proportion to its value, and cthers that the rate
shall be equal and umiform. Many State constitutions specifically
mention the property which shall be exempt from taxation and require
the taxation of aﬁl other property. Some gtstes fix the maximum rate
of the genere! property tax, and, in & few instances, the rates for income
and estate taxes are also specified.

The State, then, is sovereign in the field of taxation except for certain
inherent Jimitations, and except for the limitations it has placed on itself
through the delegation of its powers to the Federal Government and
through the provisions of its cwn constitution.
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{C} OF MUNICIPALITIES, COUNTIES, AND TOWNSHIPS

The power of levying taxes which cities, counties, townships and
other local subdivisions possess is not an inherent power but one dele-
gated to them by the Stete. It is generally true, tr;refore, that every
political subdivision of a State which levies taxes must be able to show
some authority from the Stete to support its levy. Such powaers are
usually delegated by the constitution of the State or by its stetutes.
In fact, State constitutions often give the local government broad pow-
ers to levy taxes for local purposes. This is consistent with the prin-
eiple of home rule, so y imbedded in our people from the time of
the colonization of our country,

2. Taxes IMPOSED BY THE FEDERAL GOVERNMENT
{A} INCOME TAX ON INDIVIDUALS

One of the most important texes levied by the Federal Government
from both a revenue and a social standpoint is the ineome tax on in-
dividuals, The present Federal law was enacted in 1932, carrying
normal rates of 4 per cent on the first $4,000 of net income and & per
cent on the balance over $4,000. The law also provides for surtax rates
graduated from 1 per cent at $6,000 to 55 per cent on amounts of net
1ncome in excesa of $1,000,000. 1tis possible therefore for a taxpayer to
pey & tax of as much 88 63 cents per dollar on that portion of his net
mncome which exceeds $1,000,000. It should be noted that maximum
rates of tax on the higher portions of an individual’s net income are quite
different from the actual rate paid on bhis entire net income. For in-
stance, the average rate of tax paid by a married man with no depend-
ents is 2 per cent on a net incotne of $5,000; 4.8 per cent on $10,000;
10.1 per cent on $25,000; 17.2 per cent on $50,000; 30.1 per cent on
$100,000; 52.7 per cent on $500,000; and 57.1 per cent on §1,000,000.
The revenue act of 1832 more than doubled L]l:)e income tex rates on
individuals formerly in effect under the met of 1928. Neo collections
have yet been made under the new act, except in the case of a few fiscal
vear returns, data in regard to which is not available, Under the 1928
act, the income tax on individuals produced $1,147,000,000 in the fiscal
year 1030; $834,000,000 in the fiscal year 1931; and $427,000,000 in the
fiscal year 1932. Thess figures indicate one of the principal defects
of the income tax, namely, the excessive variations of its yield in boom
times and in times of depression. Also, these excessive variations in
revenue force frequent ¢ es In our graduated ineome tax rates,
which should be determined by the principle of “ability to pay” in-
stead of from considerntions of mere expediency.

{B) INCOME TAX, ON CORPORATIONS

Corporations are taxed on their net incomes as is the case with
individuals, but a flat rate is used instead of graduated rates. The
present rate on separate corporations is 13% per cent and on affiliated
corporations which elect to file consolidated returns, 14% per cent.
During the war years, an excess-profits tax was levied on corporations
at graduated rates. This levy was repealed in 1921 on account of
the difficulty encountered in 1ts application, although the principle
of this tax was generally approved. The corporate income tax,
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like the individual income tax, is subject to sharp variations in yield
in good and bad times. For instance, the revenue derived from this
tax amounted to $1,263,000,000 in the fiscal year 1030, to $1,028,-
000,000 in the fiscal year 1931, and to $630,000,000 in the fiscal
year 1032. The very heavy yleld from corporate and individual
mncome taxes in good times and the very unsatisfactory yield in times
of depression suggests the necessity for building up reserves in the
former periods.
{C) BBTATE AND GIFT TAXES

Esiale toz.—The Federal Government imposes only one form of
death duty, This is an estate tex, levied upon the decedent’s net
estate, and is to be distinguished from en inheritance tax, which is
levied upon the share of each beneficiary, The present estate tax
had its gegim]ing in 1916 and has been continuously in force since
that date, although numerous changes have besn mede in the rates.
‘Wkhen the revenue act of 1932 was under cousideration, the act then
in force was the revenue act of 1926 which taxed net estates at gradu-
ated rates running from 1 per cent to 20 per cent on amounts in excess
of $10,000,000, an exemption of $I100,000 being ellowed. The
striking feature of the 1926 law was the 80 per cent credit provision,
which allowed & credit of thet percentege of the Federal tax for
death taxes paid to any State or Territory. In 1932 it became neces-
sary to incresse the estate tax, but from a practical standpoint it
weas also necessary to keep the revenmue ect of 1928 in force mn order
not to disturb any additional estate taxes which had been levied by
the Stetes to take advaentage of this 80 per caent credit clause. The
result is thet the revenue act of 1932 carries & Federal estate tax
which is in addition to the tax imposed under the revenue act of
1928 and which retains to the Federsl Government all of the revenues

roduced by such additional tax without credit for State death taxes.
o further increese the revenue, the exemption, allowed in computing
the net estate under the 1932 act, is fixed at $50,000.

The wtimate effect of the two Federal statutes is to impose a levy
upon taxable net estates up to $10,000 of 1 per cent, and so on by
gradusted brackets until estates in excess of $10,000,000 pay 45 per
cent on such excess. However, the actual rate paid on an entire net
estate of $10,000,000 is only 30.9 per cent. Apgainst this tax as

_ computed at Federel rates there may be deducted State texes to the

amount of 80 per cent of the tax computed under the revenue act of
1926. The total retes under the present system are more than
double the old rates, and on account of not increasing the credit for
State taxes it is expected that when the new system comes fully into
operation there will be received nearly seven times the present rev-
enue from this source, Federal estate tax receipta for the fiscal year
1930 amounted to $65,000,000, for the fiscal year 1931 to $48,000,000,
and for the fiscal year 1932 to $47,000,000.

Gz’{t taz—The revenue act of 1832 provides for a gift tax payable
by the donor. This tax was not in force under the revenue act of
1026 although a trie]l had been mede of this levy under the 1924 act.
There wes originally some doubt as to the constitutionslity of the
1924 gift tax, but it has now been upheld by the Supreme Court of the
TUnited States. The new gift tax of 1932 is a decided improvement
over the originel enactment in 1924. It is believed that the present
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lavy accomplishes its main purpose of preventmﬁr the avoidance of the
estate tax by gifts inter vivos or by irrevocable trusts. Morsover,
the act is designed to prevent avoidance of the gift tax itself, whieh
was formerly possible by making gifts in & series of years. This is
done by making the gift tax computations on a cumulative bagis and
then deducting from such tax gift taxes previously paid, The rates
of the gift tax are about three-fourths of the rates provided for by
the two estate taxes. A reason for allowing a somewhat lower rate
is to encourage the making of gifts during the owner’s lifetime, it
being felt that such gifts are desirable from a social standpoint.
There are no data as to the amount of revenue collected under the new
gift tax, Tbere is a total exemption of $50,000 allowed and, in
addition, ar annuel exemption up to $5,000 for gifts made by the
donor to any person. The tax provided for in 1924 was in effect
about 19 months and returned about $10,000,000 in revenue,

{D} BPECIAL BALES TAXES ON SPECIFIC ITEMB

Just prior to the passage of the revenue act of 1932 thers were
comparatively few special sales taxes remaining on the Federal
statute books. A great many of such taxes had been in force during
the war hut were repealed during the prosperous vears under tbe
general impression that they were nuisance taxes. The necessity for
additional revenue in 1932 led Congress to impose s large number of
these special sales taxes. Such sales taxes may be divided, in a general
way, into those applied to the sales of tangihle items and those
applied to the eales of intangible items.

Sales tax on tangible items.—The following list shows the principal
tangihle items which are now suhject to sales taxes under the revenue .
act of 1932 or prior acts:

Distilled spirits (beverage), $6.40 per gallon.

Dintilled apirits {nonbeverage), $1.10 per gallon.
Fermented liquora (beer and ale), 86 per barrel,
Miacellaneoua liquors and wines, various rates.

Cigarcties (small), 3 per thousand.

Cigaretien (large), 87.20 per thousand.

Cigars (B-cent), $2 per thousand.

Cigars (8-cent), 33 per thousand.

Cigars (15-cent), $6 per thousand.

Cigars (20-cent), $10.50 per thousand.

Cigtf.:cs over 20 cents), $13.50 per thousand.

Tobaceo and anuff, 18 cents per pound.

Paesenger automobiles and motor oycles, 3 per cent on manufacturer’s price.
Auto trucks, 2 per cent on manufacturer’s price,
Automobile accessories, 2 per cent ou manufacturer's price.
Renovated butter, one-fourth cent per pound.

Adulterated butter, 10 centa per pound.

Cameras and lenses, 10 per cent on mauufacturer’s price.
Candy, 2 per cent on manufacturer’s price,

Playing cards, 10 cents per pack.

Filled cheese, 1 eent per pound.

Soft drinks, varioue rates.

Firearms, ete., 10 per eont on manufacturer’s price.

Mized flour, 4 cents per barrel.

Articles made of fur, 10 per cent on manufacturer’s price.
Gasoline, 1 cent per gallon.

Grape concentrates, 20 cents per gallon.

Chewing gum, 2 per cent on manufacturer’s price,

Jewelry, 10 per cent on manufacturer’s price.

.
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Malt and malt gsirup, 3 cents per pound.

Matches (wood), 2 cenis per thousand.

Matches (paper}, one-half cent per thousand.

Lybrieating oil, 4 cents per gallon,

Qleomargarine sunwiored). one-fourth of a cent per pound.
QOleomargarine (colored), 10 cents per pound.

Opium, I cent per ounce.

Opium (for smoking purposes), $300 per pound.

Radio receiving sets, 5 per cent on manufactuier’s price.
Mechanical refrigerators, 5 per cent on manufacturer’s price.
Sporting goods, 10 per cent on manufacturer’s price.

Tires and tubes, 2} cents and 4 cenls per pouné).

Totlet preparations (in general), 10 per cent on manufaeturers price.
Toilet ?reparatians {soap, etc.}, 5 per cent on manufactuyrer’s price.
Brewer’s wort, 15 centg per gation,

. Sales tax on intangible stems—The following list shows the intangible
items which are now subject to sales taxes under the revenue act of
1932 or pnor eets:

Admiggions, approximately 10 per cent of ticket price,

Corporate bonds (issue}, 10 cents per $100.

Corporate bonds {transfer), 4 centa per $100.

Corporate stock (issue), 10 denta per $100,

Corporate stock {transfer), 4 cents per $100 of par value of certificats or &
cents if selling over $20 per share.

Conveyancea, 50 cents per $500,

Club dues, 10 per cent of amount paid.

Electricsal energy, 3 per cent of amount paid,

Cotton futures, 2 cents per pound.

Produce futures, 5 cents per $100.

Insurance (foreignj, 3 per cent of premium,

Safe depoait boxes, 10 per cent of amount paid.

Telephone messages, 10 cenis and up per message costing 50 cents or more.

Telegraph messages, 5 per cent of amount pa.iai

Cable and radio messages, 10 cents per message,

Passage ticketa (foreign), §1 to 3§ per ticket.

Transportation of oll by pipe line, 4 per cent of amount paid.

{E) OCCUPATIOKAL TAXES

Certein trades and businesses are suhject under Federal internal:
revenue laws to occupetionsal taxes. Not many of these occupsational
taxes are now in force, although there were & great number in the stat-
utes during the World War period. The taxes which remain in force
are mainly on those trades or businesses in connection with which
there is some need for supervision and control.

The occupational taxes which are now levied ere, therefore, imposed
on liquor gea]ers and menufacturers of verious kinds, ineluding
brewers; on manufacturers and dealers in adulterated hutter, reno-
vated butter, filled cheese, mixed flour, and oleomargarine; and on
dealers, producers, importers, or manufacturers of nareotics.

There has also boen listed under occupationel taxes for want of a
better place, the tex on the use of pleasure boats imposed by the
revenue act of 1932. This act levies a tax of from $10 to $200 om
pleasure boats according to their over-all length.

{F} OTHER MISCELLANEQUS TAXES

Only two taxes remain which have not been classified under the
Erev’ious headings. The more importent is the tax on checks imposed
v the revenus act of 1932, The amount of this tax is 2 cents on each.

158011 —88——=2
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check or draft, and instead of being collected by stamp as under former
acts it must be paid by the bank to which presented for payment and
deducted from the taxpayer’'s account. From prelimmary figures it
appears that this tax will yield about $50,000,000 annuelly.

The other is a tax on bank circulation for a description of which
the reader 1s referred to the text,

3. Taxes IMPosED PY THE ETATES OB SUBDIVISIONS THRREOF

As might he expected in view of the power of the States to levy
taxes, almost every kind of tax levied by the Federsl Government
is also levied hy the States. The principal State levies are as follows:

(A) GENERAL PROPERTY TAXES

All the States, either directly or indirectly through their loca]
subdivisions, levy property taxes. This form of tax is undoubtedly
the most important in our present system, hecause it produces the
greatest revenue and affects the largest number of people. The gen-
eral property tax is applied not only to real but also to personal
property.

The property tax on personal property, Lhowever, has not been as
successful & revenue producer as the tax on real property. Iu 1860
it appears that the assessed value of real property amounted to
$6,973,000,000 and of personal property to $5,111,000,000, In
1822, the assessed value of real property amounted te $92,369,000,000
and of personal property to $32,247,000,000. In other words, real
property valuations Increased about 15 times from 1860 to 1922, while

ersonal property valuations increesed but a little over six times
uring the same period. It is a matter of common knowledge that the
ratio of actual personal property velue to actua] real property value
hes increased during that time. Therefore, if is obvious that the
full value of personal property is not bemg reached by the general
property tax.
eneral property taxes are open to the following principal defecta:
First, the value of the property which forms the hasis of the tax is not
an sccurate meesure o¥ the person’s ability to pay the tax, Second,
the tax hears principally on those with real property and not upon
those with personal and intangible property. ’?‘h.i.rd, the property
tax results in douhle taxation, by texing the property of a corporation
and also taxing the stock which represents the right to share in the
income or proceeds frown such property.

In regard to the administration of t{e property tax, this also seems
open to at least two principal defects, as follows: First, the system of
assessment is inadequate and consistent values for property are almost
impossible of attainment. Second, there is widespread evasion of
taxes on personal and intangible property.

The fact that the general property tax 1s not levied in accordance
with the principle o%' ability 10 pay has been brought home to us
during the current depression with great force. Indeed, the greater
part of the general property tax is paid by persons with net incomes
of less than $5,000. oreover, the press has been full of statements
showing that large numbers of our citizens have been unable to pay
their real-estate taxes, and this result has brought about confusion in
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our State and local governments, since the expected revenues were not .
collected.

Figures recently collected show that the enormous sum of
$5,266,000,000 is collected from the general property tax or from
franchise taxes levied in lieu of property texes. It has been estimated
that our total national wealth subject to taxation amounts to about
$240,700,000,000. If this is correct, then the average rate of tax on

roperty in the United States is about 2.19 per cent of its full value,
nvestigation shows that in the various States the tax rates on the full
value of property vary from 1.44 per cent to 3.04 per cent. In other
words, the general property tax rates in some States are more than
double those in certain other States.

From the data collected, it appears that taxes on property account
for not less than 74 per cent of all the taxes collaoted by the States
and the subdivisions thereof, and that over 50 per cent of this same
tax burden falls on real property.

While some defend the generj property tax as being a good tax
.on the basis that the burden falls, in some degree, according to the
benefit received, the preat majority of our economists severely con-
demn this property tax. In any event, it appears that this tax merits
the ca.refur consideration of all our legislators.

(B) PRIVILEGE OR FRANCHISE TAXES IN LIEU OF PROPERTY TAXES

The franchise has been defined as s special privilege conferred by
the Government upon an individual or corporation which does not
belong to citizens of the country generally by common right.” For
the purpose of this report, we have classified franchise taxes under
two headings, one of which includes those levied in lieu of a property
tax and the other of which is nof in lieu of & property tax and incs)udea
many special taxes imposed on public utilities, banks, insurance
compeanies, and other particular kinds of husiness.

The franchise taxes levied in lieu of property taxes may be in lieu
of all property taxes or in lieu of real or personal property texes.
Generaﬁy speaking, it appears that such taxes have been levied on
the same principle as property taxes but that the franchise taxes have
offered a more convenient and equitable form of taxation. For
instance, in & majority of cases, they are based on the gross receipts
of a corporation rather than on the value of its real and personal
property. It has already been mentioned in this report that the
guestion of valuation is a difficult one. This is especially true in the
case of intangible items hke good will. In genersal, the value of an
entire business over a period of years is proportional to the earnings
of that business over the same period of years. (Going one step further
we may assume in the Jong run that earnings will vary in some degree
69 pross receipts vary. %granchise taxes in Heu of property taxes are
also based, in some instances, on the value of the corporate stock.
Total revenue from this class of franchise taxes in 1931 was approxi-
mately $161,700,000. For practical purposes, this amount can be
added to collections from the general property tax in order to deter-
mine the total burden on preperty.
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{C} PRIVILEGE OR FRANCHISE TAXES NOT IN LIEU OF PROPERTY TAXES

Certain particular kinds of business are subjected to franchise
taxes in addition to general property taxes. For instence, many of
the States have special franchise taxes on public utilities, express
companies, sleeping, dining and parlor car compsanies, and other
similar businesses.

By actual count there are shout 607 different provisions of the
State statutes, Imposing these franchise taxes which are not in lieu
of the peneral property tax. The total revenue secured in 1931 from
this source, whether contributed to the State or to the subdivisions
thereof, totals about $177,835,000.

(D} INCOME TAXES ON INDIVIDUALS

At the present time, there are 21 States and Alaska and Hawaii
which have income {ex laws on individuals. In two of these States,
however, namely, Illinois and Tennessee, their laws have been de-
clared unconstitutional. Therefore, there are only 19 States with
effective income taxes on individuals. The income tax laws of
Massachusetls, Ohio, and the Territory of Alaska are very limited in

SCO

'1Phe income tax laws of most of the States bear marked similarity to
the Federal statute which Lhas elready been described. The rates of
tax, however, are much lower then is the case with the Federal law.

All but four of the States and Alsska use e gradualed scale in
applying their income-tax rates. Eleven States and Hawall start
their rate with 1 per cent, 1 State with 1% per cent, 4 States with
2 per cent, and 1 State with 2% per cent. The lowest maximum
rate imposed is 3 per cent. The highest normal rate is found in the
case of Wisconsin, which uses 7 per cent,  Wisconsin also has a special
surtax which adds cne-sixth of the tax as a teacher’s fund surtax
and doubles the normal rates as an emergency surtax for unemploy-
ment. Thus, the Wisconsm tax at the present time is as much as
15% cents per dollar of net income in excess of $12,000. The total

income tax receipts of all States from both individuals and corpera-.

tions amounted Lo sbout $161,000,000 in 1931. New York alone
received about $81,000,000 frem this source.

{(E} INCOME TAX ON CORPORATIONH

At the present time, there are 20 States and 2 Territories levying-

incomo taxes on corpora.t.lons if we exclude Washington, whose statute

hes been declared unconstitutional. We have included in this ¢lassi-.
fication taxes which may be technically fevied upon the right to do.
business but which, for practical purposes, are income taxes because.
the measure of t.he tax 1s net income. In general, the States deter-.

mine net income by similar rules as are used in the case of the Federal

income tax which has already been described. Most of the States.

have a flat rate on corporate net income, like the Federal Government.
There are four States, however, which apply progressive rates to the
net income, namely, Idsho, Mlsslsmppi Oklahoma, and Wisconsin.

These retes very from 1 per cent to 4 per cent in the case of Idaho and

from 2} per cent to 6 per cent in the case of Mississippi.
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The yield from these State income taxes on corporations has heen
shown in the preceding section combined with the receipts frem in-
dividuel income taxes. It is not availeble separately.

{F) ESTATE AND INHERITANCE TAXES

At the present titne, every State except Nevads imposes an inher-
itance or an estate tax. The Territories of Alaska and Hawaii also
heve death duties. Of the 47 States now imposing death duties, 13
levy an inheritance tax only; 28 levy both en inheritance tax and
an additional estate tex; and B impose an estate tax only. Since 41
States levy an inheritance tax in some form, it is evident that this
duty is preferred by the States. In fact, at the time that the Federal
estate tax weas first enacted in 1916, oniy one State, Uteh, had an
estate tax. The fact that the Federal Government has given an 80
per cent ecredit for State death duties paid since 19268 has caused
many of the States to abandon the inheritance tax for the estate tax
or to enact an estate duty in addition to their inheritance duty.

In order to show the general nature of the inheritance tax duties
levied by the States, composite rates and exemptions have been com-
Sut&d in the case of 37 States which levy an inheritance tax on both

irect and collateral heirs. It has heen thought proper to exclude
from this composite picture the four States which levy an inheritance
tax on collaterals only. The result of this calculation is as follows:

Benafciary Camposits rates e
15 per cent graduated to 83 per eent. oo, $18, 810

13 per cont gradusted to 7T per cent. .. 10, 600

15 par cent gradusted Lo 8% per cent.. §, 120

. 34pu'centgmduatedtolosimr¢am 2, 850

43 per cent gradusted to J334 percent. .. - 510

6 per cent graduated to 185 percent 20

It mey he ohserved from the foregoing table that consanguinity is
recognized in two ways, namely, by graduation of retes and by exemp-
tions. The widow is plainly preferred over the husband and issue h
granting to her a larger exemption, although the rates on these benefi-
ciaries average about the same. It may also be gbserved that the
rates on brothers and sisters, uncles and sunts, and more remote
relatives, are substantiaily in excess of the rates on the survivi
spouse and direct descendants. The exemptions to the coHat»elI‘]Iﬁ
relatives, moreover, are much less than to direet heirs, which results
in further increasing the tax on their shares.

Prior to the enactment of the Federal estate tax In 1916, the Stetes
did not realize much revenue from death taxes, and collections in 1815
amounted to only $28,784,000. Increased rates and the extension of
the inkeritance tax to direct heirs resulted in a continued incrense in
receipts yeer by year until, in 1924, when the credit provision of the
Federal law was first enacted, it had grown to over $80,000,000. In
1930, with the 80 per cent credit provision fully operative, State
receipts from death duties amountod to & totel of $180,794,000.
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{G) GENERAL SALES TAX

At the present time, there are nine States which impose what might
be termed “general sales taxes,” providing that a broad and practical
definition be given this term. These States are Connecticut, Dela-
ware, Kentucky, Louisiana, Mississippi, Missouri, North Carolina,
Pennsylvania, and West Virginia. In addition to these States, the
Illinois Legisiature has recently passed a law giving the counties
authority to levy a 1 per cent tax, and this law is now hefore the
governor for signature. While we have listed these nine States as
imposing general sales tuxes, the levies In all but three cases are
considerably restricted as to their scope. The most important sales
taxes and tiose most general in character are the taxes [evied by the
States of Mississippi, Pennsylvania, and West Virginia.

The Mississippi sales tax in its present form was enacted on April
30, 1932, and was amended on May 18, 1932, It taxes the business
of extracting natural resources, including timber, and also the business
of manufacturing, wholesaling, and retailing practically all com-
medities. In addition to tangible items, the receipts of doctors,
lnwyers, dentists, barbers, and other professional or personal service
occupntions are taxed. The salaries of teachers, numes, laborers,
and other persons not subject to special privilege taxes are exempt.
There are numerous other exemptions comprising charitable, religious,
and educational associations, and also insurance companies paying &
tax on their gross premiums. In addition to the above, certain
types of income are exempt. For instance, the gains fromn the sales
of stocks and bonds, the receipts from life-insurance policies, the
proceeds from sales wnade by persons in the farming or livestock
industries, the ﬁ)roceeds from the sales of fertilizers, and the proceeds
from salea to the Federal or the Staie Governments, are exempt.

The tax ia measured generally by the grosa income or gross proceeds
from sales, depending upon the classification in which the husmess
activity falls, The rate on the extractive industries is 2 per cent on
the gross proceeds froiwn sales, except in the case of natural gas, where
the rate is 2% per cent. The general rate on manufacturing is one-
fourth of 1 per cent, but 1 per cent is levied in the case of cement and
clay products, and upon bottled soft drinks. There is a 2 per cent tax
on all retailers. Wholesalers pay only one-eighth of 1 per cent on their
grosa sales. Public utilities are charged 2 per cent, except electric,
gas, light, and power companies where their productis sold for indus-
trial purposes, in which case the rate is 1 per cent. An exemption of
$1,200 is allowed from gross income in all cases. Apparently, the
Mississippi sales tex allows pyramiding; that is, the retailer will pay
the tax on his snles regardless of the fact that the manufacturer or
wholesaler from whom he purchased the goods also has paid the tax,

No complete data is available as to the receipts from this tax, but
it has been estimated In official quarters that the sales tax of Mis-
gisaippi will produce $2,000,000 annually.

Pennsylvania at the present time imposes two kinds of taxes wbich
may be classed as general sales taxes. The first of these taxes is a
mercantile license tax which has been in force in Pennsylvania since
1821. Retail dealers, wholesale dealers, ete., are required to %a.y this
tax. It was quite generally evaded until & few years ago when the
law was changed to require merchants and others to display notices
in their places of business certifying to the fact that they had paid



PHELIMINARY REPORT ON FEDERAL AND BTATE TAXATIO‘N 13

this license tax. Following this change in law, the tax became more
effective and, in fact, receipts from this source amounted to about
$4 000,000 in 1931.

The important tax from the standpoint of sales taxes is the emer-
gency retail sales tex enacted on August 19, 1932, for the purpose of
providing funds for unemployment relief. The tax applies to sales of
tangible personal property for any purpose other than for resale.
In other words, it is Emited to sales to consumers, It applies not
only to retail dealers, however, but also to sales by manufacturers
and wholesale dealers when such sales are made direct to the consumer.
The only broad exemption allowed is in the case of sales by farmers
of their own farm products. Pyramiding is prevented by exempting
sales of raw maierials {and parts to be used as material) in the making
of property subject to tax., The tax is measured by the gross income
from sales. The rate of tax is very moderate, being only 1 per cent.
Securities and stocks are not regerded as tangihle personal property
within the meaning of the act and are not taxed. 1t appears certain
that this tax will be passed on to the consumer in & great majority of
cases. No revenue figures showing the receipts from this tox are as
yet available.

West Virginia appears to be the first State to enact a really com-
prehensive general sales tax. The law was enacted im 1921, with
aubstantial amendments in 1925, The West Virginia sales tex is
levied upon all business enterprises conducted within the State. It
does not, however, tax the receipts from professions or from sales of
farms and homes by the owners thereof not made in the regular course
of business. Insurance companies and banks paying special taxes
are exeinpt from the tax, 2s well as certain agricultural, religious, and
charitable organizations. Proceeds from the sales of stocks and bonds
and proceeds from interstate or foreign commerce are also exempt
from the tax.

The tax is measured generally by the gross incorme or gross Jnroceeds
from sales. An exemption of $10,000 is authorized to be deducted
from the gross income or gross proceeds, The rates of tax vary
according to the classification of the business enterprise. Extractive
industries pay from 0.42 per cent to 1.85 per cent; ma.nufacturi.ng
pays 0.21 per cent; retail merchandising pays 0.20 per cent; a
wholesale merchandising pays 0.05 per cent. Special rates are
applied to banks and public utilities varying from 0.3 per cent to 1
per cent. Amusement enterprisea are taxed at a 1 per cent rate.

The highest collections under the West Yirginie sales tax occurred
in the year 1927, when they amounted to $4,076,000. The West
Yirginia statute has been tested by the Supreme Court and held to be
constitutional.

In addition to the States levying sales taxes, the Philippine Islands
and Puerto Rico impose such levies. For a deseription of these
taxes, the reader is referred to the text,

In view of the public interest in this form of tax, the following argu-
ments for and agaimst such & tex have been collected from various

BOUTCES !
ARGUMENTS FOR THE JUENBRAL BALES TAX

1. It is & good revenue producer. )
2. It is & consistent revenue ({)roducpr, not¢ subject to Quctuations
like the income tax in times of depression and in times of prosperity.
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3. It is enaily computed by both Government and taxpayer and the
records required are not voluminous.

4. It does not discriminate between different industres like the
selective sales taxes.

5. The motive for evading the tax is not great, because ordinarily
the burden is not horne by the taxpayer but is passed on to the con-
sumer,

6. Although the tax may be shifted to the consumers, it is not
seriously felt by them, since the rates are generally low and the
peyments are distributed in very small amounts over the year,

ARQUMENTE AGAINBT THE GENERAL BALBES TAX

1. It violates the fundamental principle of ability to pay, since
it bears on the poor as well as on the rich.

2. In the case of State sales taxes, it penalizes a local business man
by subjecting his sales to a tax while & corporation without the State,
such as a mail-order house, is not subject to the tax.

3. The tax is ropormonate to what & man spends and not to what
he receives, andp the tax has no relation to profits, which can more
properly bear the burden of taxes than losses.

4. It is difficult entirely to prevent pyramiding and when this is
done, it complicates the administration of the tax.

5. In the case of State sales taxes whers we have one State with a
sales tax and one without a sales tax, the practice of bootlegging
commodities within the State might become common.

6. The interstate commerce clause and the import clause of the
Federal Constitution seriously interfere with the operation of State
gales taxes.

(H) BPECIAL SALES TAXES ON SPECIFIC ITEMS

Many of the States have sales taxes on specific iterns. These
taxes may be divided into two groups, according to whether they
are imposed upon the sales of tangibles or intangibles. The most
important taxes levied upon tangibles are those on automobhiles, candy,
ammunition, gasoline, mechanical refrigerators, oleomargarine, play-
ing cards, soft drinks, tobacco, and brewers’ wort. The most 1mpor-
tant taxes levied upon intangible items are probably those on admis-
sions to places of amusement, issues and transfers of corporate stocks
and bonds, conveyances, electrical energy, and transportation of oil
by pipe line. In describing a few of the items subject to the special
sales taxes, we shall, of course, disregard the fact that these same items
may he taxed under the general sples taxes of the States already
described.

South Dakota has a sales tax upon sutomobiles levied at the rate
of 3 per cent of the value of the automobile based upon the original
factory retail list price.

South Carolina imposes & tax on candy when such candy retails for
50 cents or more per pound. The rate is 1 cent for each 10 cents or
fraction of the selling price.

South Carolina also levies a tax on ammurition, the rate being $4
per thousand on cartridges of .23 caliher or great.er

A tax on gasoline is levied hy all the States, and also by the District.
of Columbia and the Territory of Hawaii. The rates of tax imposed
by the various States are shown by the following tahle:




PRELIMINARY REPORT ON FEDEBRAL AND ETATE TAXATION 15

2 cents: Connecticut, Missouri, Rhode Island, and the Distriet of Columbis.

3 cents: California, Delaware, [llinois, lowa, I{snsas, Masesachusetts, Michigan,
Minnesots, New Jersev, New York, North Dakots, Pennaylvania, and the Terri-
tory of Hawaii.

4 cents; Colorado, Indiana, Maine, Maryland, Nebraska, Nevada, New Hamp-
shire, Ohio, Oklashoma, Oregon, South Dakota, Texas, Utah, Vermont, Wesat
¥Yirginia, Wiscousin, and Wyoming.

5 canta; Arizona, Idaho, Xentucky, Louisiana, Montana, New Mexico,
Virginia, and Washington.

0 centa: Alabawma, Arkansas, Georgia, Mississippi, North Carolina, and Bouth
Carolina.

7 centa: Florida and Tennessee. .

In addition to the above gallon tax on gasoline, a few States have
gales taxes which tex the gross receipts of retailers of gasoline. A few
of the counties and cities in the above States also tax gasoline. A
large majority of the States allow refunds where gasoline is used for
other purposes than as motor-vehicle fuel. This source of revenue
has become very important within the last decade. In fact, in 1931,
the net earnings from the State motor-vehicle fuel taxes were over
$500,000,000.

Alabama imposes a tax of 2 centa per gallon on lubricating oils, and
North Carolina imposes & 1 per cent tax on gross sales in the case of
mechanical refrigerators.

Malt is taxed In seven States, namely, Arkansas, Georgia, Michigan,
Mississippi, South Caroling, South Dakota, and Tennessee, The
rates vary from 2 to 5 cents per pound where the rate is based on
weight. Three States base their rates on the selling price. Michigan
taxes brewers’ wort at a rate of 5 cents per gallon,

Thirteen States imapose taxes on oleomargarine. It appears that
these taxes are generally imposed by States which are butter producers,
who levy the tax largely to discourage the production of butter sub-
stitutes. The rates vary from 5 to 15 cents per pound.

South Carolina imposes a special tax on playing cards, at a rate of
5 cents for each 50 cents, or fraction thereof, ogjtlllm retsai] price,

Five States, namely, Alabama, Georgia, Missouri, South Carolina,
and Tennessee, levy special taxes on soft drinks or the ingredients
thereof. In Alabama, Georgia, and Tennessee, the tax is levied
upon carbonic-acid gas used by soft-drink dealers at rates varying
from 2 to 5 cente per pound. (Georgis taxes manufacturers and dis-
tributors of fountain syrups at one-half of 1 per cent of the gross
receipts. Missouri imposes a tax of § cents per gallon on fountain
syrups and three-fifths of 1 cent per gallon on soft drinks. South

arolina levies & tex of 76 cents per gallon on fountain eyrups and
a tax of 1 cent for each 5 cents or fraction of the retail price in the case
ol bottled soft drinks.

A very considerable number of States tax tobacco or cigarettes. In
fact, 13 States tax cigarettes, 8 tax cipars, 5 tax cigarette papers,
and 3 tex manufactured tobecco or snuff,

The most important of the tobacco taxes from a revenue standpoint
are those levied on cigarettes. The States of Alabama, Arkansas,
Georgia, Jowa, Kapsas, Misaissippi, North Dakofa, Ohio, South
Carolina, South Dakota, Tennessee, Texas, and Utsah all have such
baxes, Reducing the rates of tax to terms of the toia! tax on an
ordinary package of 20 small cigarettes, we find that the rates
range from 2 cents per package to 5 cents per package. It will be
recalled that the Federal tax on these cigarettes is 6 cents per package,
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8o that the combined levy in some cases far exceeds the value of the
tobacco contained in the cigarette,

Ciﬁa.rs are taxed by Alabama, Arkansas, Georgia, Mississippi,
South Cerolins, and Tennesses. In the case of States applying tihe tax
on an ad valorem basis, the rates range from 10 per cent of the retail
price to 20 per cent of the retail price.

Cigarette papers are taxed in lowa, Kansas, North Dakota, South
Dakota, and Utah, The usual rate is one-half cent for each 50 papers
or fraction thereof,

Manufactured tobaceo is taxed in Tennessee at the rate of 10 per
cent of the retail price. South Carolina taxes smoking tobacco at the
rate of 1 cent for each 5 cents of the retail price. The receipts of the
States from these tobacco taxes amounted to more than 815,000,000
i 1930.

Only three States have a general tax applying to admissions to
places of amusement. These States are Mississippi, South Carolina,
and West Virginia, In the first two of these States, the rate is
1 cent for each 10 cents or fraction of the admission price, while in
the last-named State it is 1 per cent of gross admission receipts, with
an exemption of $10,000. The admissions tax of West Virginia is
included in its general sales tax statute. Boxing and wrestling exhi-
bitions are taxed in 20 States and Aleska in addition to those named
above. A list of these States will be found in the text of the report.
The rates range from 3 per cent of the gross receipts to 10 per cent
of the gross receipts,

The issue of corporate bonds is taxed m four States, namely,
Alabama, Florida, Indiana, and South Carclina. The usual rate is
10 cents per $100 of face value. Florida is the only State imposing
a tex on the transfer of bonds, the rate on such transfers being 10
cants per $100 of face value.

The same States which tax the original issue of bonds also tax the
origingl isgue of capitel stock of corporations, The rates are about
the same 88 in the case of bonds. Stock transfers are taxed in five
States, namely, Florida, Massachusetts, New York, Pennsylvania,
and South Carolina. The New York tax is by far the most important
of these levies, because of the volume of husiness consummated on
the New York Stock Exchange. In New York, the rate is 4 cents
per 8100 of par value; in Massachusetts and Pennsylvania, the rate
18 2 cents per $100; in South Carolina, 4 cents; and in Florida, 10 cents.

The States of Alabama, Florida, and South Carolina tax deeds of
cc;ilveyanw. The rates range from 50 cents to &1 for each $500 of
value.

Seventeen States and the Territory of Alaska impose a tax on pro-
ducers of electrical energy, which is in addition to property taxes in
those jurisdictions. On the other hand, three States and the District
of Columbia and the Territory of Hawaii have similar taxes which
are in lieu of property taxes. There may be some question whether
tbese levies may properly be considered as spectal sales taxes, but
inesmuch as the tax is generally based on either the gross income or
output of the company, it 1s doubtless considered in rate making and
is thus passed on to the consumer. We will consider here only the
States imposing a tax in addition to property tex.

Those States levying such a tax, in addition to the Territory of
Alagka, are Alabama, Connecticut, Deleware, Idaho, Maryland,
Mississippi, Nevada, North Carolina, Ohio, Oklahoma, Oregon,

T
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Pennsylvania, South Carolins, Texes, Vermont, Virginia, and West

irgima. The Misesissippi and West Virginia taxes are a part of
their general sales tax laws. The retes vary, as well as the bases
upon which the rates are applied. The msaximum tax appears to
be in North Caroling, where the rate is 5 per cent of the grose receipts.

Seven States impose a tax on the transfer of oil by pipe line. The
rates vary from a minimum of one-tenth of 1 per cent in New Mexico
to a maximum of 4 per cent in Ohio. In addition, Mississippi and
West Virginia reach this subject by their sales taxes.

In addition to the foregoing specisl sales taxes, there are at least
30 other items which are subjected to taxes of this character. A list
of these taxes will be found in Exhibit 12 of the Appendix. The most
important of these objects of taxation are carbon%}iack, cement, feed,
fertilizer, fish, fuel oil, kerosene, lime, milk powder, and trading
stamps.

{I}) POLL TAXES

Practically every State or the subdivisions thereof impose poll
taxes. The rates vary from 25 cents per capite to $12. In some
ceses, the tax applies to males over 21, and in some cases to both
males and females. In some cases persons of advanced age are
exempt from the poll tax. It is estimated that these poll taxes as
Ievieé} in the United States produce a revenue in excess ol $20,000,000
annually.

{J}) LICENSES, PERMITS, AND OCCUPATIONAL TAXES

There are e tremmendous number of different subjects reached by
the various State and local divisions through license, permit, and
occurational taxes, By actual count, it is believed that there are
not less than 3,974 of such taxes in the various States. It is impossible
to describe all these taxes in detail. Most of our citizens have a
knowledge of many of these license taxes. An arbifrary classification
has been made, according to the type of business, showing about
how meny divisions impose license taxes. This is shown in the
following tahle:

Amusement HCenses . _ .- . o e cvman vmammmmmmmmmm———- 427
Chain atore licenses . - . _ e 12
Merchants’ and retail dealers’ licenses_ _ ... oo __-. 577
Wholesale dealers’ licenses_ _ _ _ . o mecceemea- 85
Manufacturers’ licensea. . iaaaan- 177
Peddlers’ HeenBea. . .o v et e e e ————— 272
Miscellaneous business HeenBes. oo o oo oo o oL cceceee- 487
Agencies {occupational tax; _ . o enaoaa- 92
Agenta (ocoupational tax}. . oo C e 142
Brokers (ogccupational tax) _ . s 151
Profesaions (occupational tax) . v —amn - 449
Miscellaneous occupabions_ .. v e camam e 262
Fish and gawe leenses . e 206
Auto, truck, ete. (private) lcenses. . . .o een 156
Public-carrier licenses_ ___ ___ . . e mmmacmemn- gom--- 124
Motor-cycle licenses e emcclicmeo- 82
Miscellaneous vehicle licenses__ 25
Vehicle dealer licensea, . ... .. 58
Miscellaneous Licendes _ _ _ . e ceccecccans 118

Grand total . o . e mimemeaoaa- 3,974
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It apﬁeara that the total revenue of the States and local jurisdictions
from these licenses, permits, and occupational taxes amounted to
approximately $305,000,000 in 1931.

{K) BPECIAL ASSESSMENTHS

From & strict legal view, special assessments are probably not
taxes at all. However, since t%ey are a burden on the publie, and
particularly on the property owner, and because collections from these
assessments are often mixed with tax receipts, we have included these
levies within the scope of this report.

These assessments are levied principally by local governments in
order to pay for improvements resulting in special benefits to specific
property. These special assessments produce a rather large revenus,
estimated for 1931 at not less than $215,000,000.

(L) OTHER MISCELLANEOUS TAXES

The principal levies, not already described under the classification
of State and local taxes, are those unposed on the severance of natural
Tesources. various States impose severance taxes on such items as
coel, iron ore, manganese, marble, salt, gravel, sulphur, timber,
natural gas, 011 and petroleum,

4. DoupLr TAXATION

It has already been pointed out that there is no legel bar to double
taxation or to duplicate taxation occasioned by Federal and Stete
levies. It isnot an easy matter in any country to create an equiteble
tax system, but i} is especially difficult in this country due to our
dual form of governmeni. Double taxation may or mey not be
unjust according to the facts in each particular case, but as a general
rule it interferes with the equitable distribution of the tax burden as
a whole. Moreover, the taxpayer feels himself treated unjustly
whether or not the duplication can be justified on a theoretical basis,
This subject iz primerily important st this time when all govern-
ments are seeking, of necessity, new sources of revenue. Investiga-
tion shows that in a great majority of cases the objects of taxation
reached by the Federa% Government are also reached by at [east some,
if not all, of the States. The different taxes which are duplicoted
by the two jurisdictions will now be noted.

(A) INCOME TAX ON INDIVIDUALS

Twenty-three States and Territorics have income-tax statutes,
the majority of which are of recent origin. These States and Terni-
tories are as follows: Alaska, Arkansas, Delaware, Georgla, Howalii,
Idaho, Illinois, Massachusetts, Mississippi, \hssoun, New Hampshire,
New York, North Carolina, North Dakotn, Ohio, Oklahoma, Oregon,
South Carolina, Tennessee, Utah, Vermont, Virginia, and Wisconsin.
The income tax laws of two of the above States, namely, Illinois and
Tennessee, have recently been declared unconstitutional.

A study of the State income tax laws in connection with the Federal
income tax law leads to the conclusion that bere is a real case of
double taxation. IL is true that the rates in the case of the State
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taxes are unusually low since in all the States, except Wiscongin, the
meximum rate does not exceed 6 per cent. Nevertheless, as the
maximum Federal rate is 63 per cent on net incomes in excess of
$1,000,000, there is a real burden of taxation in nll of these States and
especlally in the case of Wisconsin which has a maximum rate of
15% per cent on net incomes in exceoss of $12,000. It is obvious that
if the States proceeded on the theory of ablhty to pay but disregarded
the effect of the Federal law, nearly complete confiscation of incomé
might result in the case of those taxpayers in the higher surtax
brackets.

It is true that, at present, the Federal Government and the States
give some rega.rd to the income tax laws of the other by allowing
taxes paid to such other jurisdiction as a deduction from net income.
This does not prevent double taxation but reduces its effect. For
instance the maximum combined rate on incomnes in excess of
§1,000,000 in Wisconsin is approximately 86 cents on the dollar of
such excess. A man with a $15,000 net income (before deductin
incomne taxes allowed) would pay a tax of about $880 to the Federaﬁ
Government and $1,165 to Wisconsin, a total tax of $2,045.

The double taxation burder indicated ahove may be gubstantially
increased since the same income may be taxed by two or more Stntes.
For ingtance, if a resident of Wisconsin derives income from a business
in Wisconsin and from another business in North Caroling, he will be
taxed on his North Carolina income by both Wisconsin and North
Carolina. This situation may he found in at least 10 States which

tax the income of nonresidents earned within the State and thei income
of residents regardless of where earned.

(B) INCOME TAX ON CORPORATIONB

There are 20 States and 2 Territories that impose income taxes on
corporations. In the case of one State and one Territory these laws
are so restricted in application as to warrant their omission from this
discussion. The remaming 19 States and 1 Tarritory have laws
that are the same in principle as the Federal statute.

The Federal law imposes a tax rate of 13% per cent on separate
corporations and 14% per cent on consolidated corporations. The
rates imposed by the States vary fromn 1 per cent to 6 per cent. The
facts show that with few exceptions the States have enacted these
laws subsequent to the Federal statute. If the States should materi-
ally increase their rates, serious effects might result from the double
taxation plainly existing on this object of taxation. The combined
Federal and State levies may reac 'I!ro:umately 19 per cent in
Wisconsin, 18 per cent m Mississippi, and 173 per cent in New York.
Thie does not take into account the double taxation resulting from
‘two or more States taxing the same income as explained with respect
to individual income taxes.

(C) EBTATE AND INHERITANCE TAXES

Not only the Federal Government levies a death duty, but also
all of the States with the exception of Nevada. There would therefore
be a gerious amount of double taxation in this field except for the fact
that a peculiar device has been employed by the Federal Governinent,
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This device consists in the allowance against the Federal tax ofia
credit for State death taxes paid. The credit allowable is limitedito
80 per cent of the Federal tax computed under the rates imposed by
the revenue act of 1926. Therefore, it can be argued, theoretically
at least, that there is no double taxation if the State does notimpose
death duties which total more than 80 per cent of the Federal tax
under the 1926 act. It is true that duplication remains and that the
public penerally feels that an injustice is being done when it has to
pay a tax on the decedent's property to both the Federal Government
and the State government.

(D) SPECIAL BALES TAXES ON SPECIFIC ITEMB

Double taxation, or duplicate taxation, if this latter term is pre-
ferred, occurs in many cases when we survey the field of special sales
taxes on specific items, The mostimportant of these duplications are
as follows:

(1} Gasoline.—The Federal Government now levies a tax of 1 cent
per gallon on gasoline, Every State in the Union, the Territory of
Hawsii, and the District of Columbia, also impose taxes on gasoline
at varying rates. 'These State rates run from 2 to 7 cents per gallon,
The resulting tax, therefore, of the combmed levy varies from 3 to 8
cents per gallon. In addition, many of the counties and cities also
impose gasoline taxes. For instance, a resident of Mobile, Ala., using
623 gallons of gasoline annually would pay the following taxes:

Yederal tax (1 eent) o - o ecmmmae—aa $6. 23
State tax (8 cents) o e 37. 28
County tax (1.5 conts) .o e memaaas 9. 35
City tax (1 eent) - oo e mmemmmmm—mmea- 6. 23

Total tax. . o e cimmmemmmaaaen 59. 1%

A resident of Palatka, Fla., using the same amount of gasoline
would pay a total tax of $56.07; end a resident of Harrison County,.
Miss., would pay $62.30. The Mississippi resident would also
be somewhat affected by the general sales tax of that State.

If gasoline is classified as a necessity, as undoubtedly it must be
In many cases, then the tax burden is unprecedentedly high for a
necessity. The only way to justify the high State and locsl levies is
on the principle of ‘‘benefits received’ since in most cases the receipts.
from the gasoline tax are applied to the construction of roads. In a
similar way, the only justification for the Federal (Government.
entering this field is because of its liberal appropriation for roads.
which at the present time exceeds its receipts [rom the gasoline tax.

(2) Tobaceco taxes—The Federal Government and 13 States have-
specinl sales taxes on tobacco in all or some of its forms. Cigarettes
are taxed by the Federal Government and all 13 States. The Federal
Government taxes all forms of tobacco; but only 6 States tax cigars;.
3, manufactured tobacco; and 5, cigarette papers. Some of the States
having sales taxes also reach this commodity.

The Federal tax on cigarettes is 6 cents for an ordinary package-
of 20 cigarettes. The highest State tax is 5 cents on a package retail-
ing for 15 cents. This makes a combined levy of 11 cents, or nearly
75 per cent, a very high tax even on a luxury. The taxes on cigars.
are not proportionataly as heavy but they may amount to as much as
25 per cent of the selling price.



PERELIMINARY REPORT ON FEDEBAL AND STATE TAXATION 21

In order to give an illustretion of this tax burden on cigarettes,
the total ennual tax collected per person, consurning one 15 cent
package of cigarettes per day, would be as follows in the States named :

Arkansms____ e meecei__.o. $40. 15
T enneBsee . oo e cemmeeaee 38. 50
North Dakota, Soutk Carolina, South Dakola, Texas . oo oo oeeooo .o 32 85
Kansas, Ohio, Utabh _ _ .. el aoL 29. 20

{3) Electrical energy tazes.—The Federal Government enacted 2 tax
of 3 per cent on the sales price of electrical energy in 1932. About
23 States and Territories have special taxes on this subject—either
sales taxes, gross receipts taxes, or franchise taxes. Probably only
18 out of the 23 have taxes which may properly be classified as sales
taxes., In these latter cases the tax is measured by gross receipts or
by the kilowatt-hour. The gross receipts rates vary from one-half
o{ 1 per cent to 5 per cent. Therefore, the duplication of these taxes
may result in a rate of tax as high as 8 per cent.

{4) Soft-drink tazes.—The Feﬁera] Government and five States have
special sales taxes on soft drinks in different forms. A number of
States in addition have genera] sales taxes reaching this subject. The
basis of these taxes and the rates vary to such an extent that the
reader is referred to the text of the report for detailed imformetion.
It is sufficient to state here that the maximum burden on carbonic
acid gas is 9 cents per pound; on fountain sirups, 82 cents per gallon;
and on other soft drinks, 2% cents per gallon.

(5)=(6) Other sales fazes —Other duplications of special sales taxes
may be shown by the following table, from which duplications oc-
curring in the case of States having general sales taxes are omitted:

Number of Statest
Bubjeet of tar imposing tax

Admiassions %general) ______________________________________________ 3
Admiasions {DOXINg) . oo o oo e aaeel . 21
Automobiles, trucks, and aecessories_ . ___ ... __________ ... _..____.__
Bond iBaues_ . .o e mmeme .
Bond transfers. e
Capital-stock issues. .. o il
Capital-stock transfers .. ___.
Candy.__ ...
Deeds of conveyance_ _ ____..
Liquors. o oo
Firearms, ammunition, et¢. . _ .
Foreign insurance premiuins - . oo oooooiae_
Mechanical refrigerators_ _ _ . ao-.
Qleomargarine. . e L._.
Plaving ¢ards_ ..
%‘;‘a%sportation of oil by pipe line

] O G0 D e G e O R s

The corbined Federal end State tax on a $1 admission ticket in
Mississippi and South Carolina is 20 cents. The combined tax on the
transfer of a share of stock selling for $100 is 15 cents in Florida and
9 cents in New York. In the case of transportation of oil by pipe line
the maximum burden is 8 per cent of the gross receipts; in the case
of malt, 8 cents per pound; end in the case of wort, 20 cents per gallon,

11n addition to Federal Qoveramesnt.
1 Hot determ!ned.
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There is also duplication of the Federal special sales taxes on the
following suhjects hy the general sales taxes of certain States:

Camersas and lenses. Narsotics.

Cheese, filled. Radios and phonographs.
Fur, articles made of. Jporting goods.

Flour, mixed. oilet preparations.
Jewelry, watches, etc. Tires and tubes.
Matches,

(E) LICENSES, PERMITH, AND OCCUPATIONAL TAXES

The PFederal (Fovernment haa larpely retired from the field of
occupational end license taxes. The only important duplications
are in the case of manufacturers or dealers in oleomargarine, adulter-
ated butter, liquor, nareotics, and filled cheese.

It is inferesting to note, in concluding the suhject of double taxa-
tion, that there are approximately 326 duplications between the
Federal Government and the States and Territories, The number of
duplications between the State and local governments has not been
ascertained.

5. REVENUE FROM TAXATION

(A) Federal Goverament

The total receipts of the Federal Government on the warrant basis
for the fiscal year 1932 was about $2,118,000,000. On the baals of
deily Treasury statementa (unrevised) the receipts shown are practi-
cally the same, namely, $2,121,000,000. In the fiscal year 1929,
$4,034,000,000 was collected from the same taxes with the same rates
of tax. Therefore, revenue receipts declined 47 per cent due to tbo
depressed business conditions. A comparison by sources of 1929
receipte and 1932 receipts is interesting. This companson is as
follows;

Federal revenue receipis

Aoures Fizeal year 1929 | Fiscal vear 1992 Deereasa

Per cent
$2 331, O, OO0 | &1, 057, 000, OO0 a3
£2, 000, 000 47, 00, 000 24
Hales taxes on Hquors_ ... 12, 000, 000 8, {0, 000 34
Bales taxes on tobaceo_ ______________ 435, 000, 000 380, 000, 000 ]
Sales taxes ¢n pther tangible Items._ .. 13, 000, K00 5, 000, 000 ]
Bales tares on Intangible jtems..__ .. _ 78, 000, 000 39, 000, 000 49
Occupational taxe8. - oo ceecceana . - . 3, 000, (D 2, 000, 000 X ]
Miscellaneous taxes . _______ . ____. 7, 000, 00 1, 00O, (00 B7
TotA) EAXEE . e e 2, B30, 000, 000 | 1, 534, 000, 000 47
L L T2 &0, (0D, O 324, 000, D00 H
recelpta_ el 453, 000, 000 232, 000, 000 53
Grand tobel TeVenme. o . oo e 4, 034, 000, 000 | 2, 118, 000, 000 47

Last June, just hefore the close of the fiscal year 1932, a new revenue
bill was enacted desipned to provide additional revenue of $1,118,-
500,000 during the fiscal year 1933. Comparing the revenue ex-
pected at that time for the yvear 1933 with revenue for the fiscal year
1913, the following facts are indicated for that 20-yvear peried.
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In 1913, grand total revenue from all sources was $724,000,000, of
which 85 per cent was derived from customs and liquor and tobacco
taxes, and only 15 per cent from all other sources.

In 1933, grand total! revenue from all sources was estimated at
$3,126,000,000, of which only 23 per cent should come from customs
and liquor and tobeecco taxes, and 77 per cent from income, estate,
apecial sales, occupationgl taxes, and other sources.

These figures indicate the extent to which our tax system has been
revolutionized in the last 20 years.

(B} BTATE GOVERNMENTS

According to our computations, State revenue from taxes for 1931
was approximately $1,984,000,000 as compared with $1,814,000,000
in 1930 and $873,000,000 in 1922. Total State revenue from all
sources was about $2,243,000,000 in 1930 and $1,160,000,000 in 1922,

The tax revenue for 1931 may be analyzed as follows:

State recenue from tazes, 1931

Bource:

General property taX_ . e ————m £427, 000, 00D
Franchise taxes in lieu of property tax_ ... . . ... - 148, 00Q, 00Q
Franchise taxes not in lieu of property tax__._ 182, 004Q, 000
Income taNes . e mmm———e -— 127, 004, 000
Estate and inheritance taxes_______ . .. oL .aooo__ 183, 000, 0OO
General sales taxes . __ . .. 4, 004, 000
Sales taxes on specific items._ L. 546, 000, 0G0
Poll t8X08. . et e ——mrm i —— 8, 00Q, 000
Licenses, permits, and occupational . _____________________ 363, 000, 000
Special assessrments e 12, 040, 000

iscellaneous _ _ - o emeomoo- 4, 000, 000

Total revenue from taxes_ - . ___________ 1, 884, 010, 000

Some idea may be obtained as to the increase in State taxes by the
following figures:
Increase in Slate laxes, 1982 fo 19387

Par cent

General property tax reeelpte . e em 22
Income-tax reeeipbe. _ - o . inan 338
Estate and inheritance tax receipta_ . . o i 177
All other tax receipta. L e 189
Total increase, 3 YeAMI_ i iicemimermm————————— 127

Revenue from taxes, then, has increased about 127 per cent in the
last nine years, or, in "other words, has more than doubled. As far
as State revenue is concerned, this increase is not due anmpa.lly to
an increase in the general property tax. The taxes ol most of the
States have been greatly revised in the last 15 years. The States
have turned to income taxes, estate taxes, franchise taxes, and
general or special sales taxes instead of increasing their share of the
gepera] property tax.

153011—33——=3
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{C) COUNTY GOVERNMENTS3

The revenue from taxes secured by the county governments has
been difficult to secure, but it is believed that the following figures
are approximately corTect:

Receipts
Sourm
1922 1831
Cleneral property baXes . ..o aiarm e m e cmamm s 3687, 300,000 |  $867, BOO, DOQ
tar - el . 1, 800, 000
200, 000
1, 800, 000
3, 400, 000
2, 100, 00D
14, BOD, GO0
T 745,000,000 | 057, 900, 000

It is evident from the above figures that the increase in county
taxes in the last mne years has been about 28 per cent. 'This increase
is largely due to the increase in the general property tax which
sccounts for overy93 per cent of eounty revenues.

{D) MUNICIPALITIES
The United States Department of Commerce has issued very
cotnplete statistics in regard to the revenue receipis of cities of over
30,000 inhabitants, from which the following have been selected:

Revenue receipts, cities of over 30,000 inhabitants

Boures 1922 1930

Gemml property taxes $1, 337, 800, 000  $2, 180, 100, DO
pecial property taxes. 13, 400, D00 15 700, 000
Othar apecial laxes ... Z7, 700, 000 B4, 000, 000
Liconses and pormbB. - . iiemiaaeecam e 58, 100, 000 110, 400, D00
POl BREBS o el : 4, 200, 00D 5,700, 000
Special assesamenls. .ol 133, 100, 000 234, 000, 00
Total revenie from LAXes .. _____________________.________________ 1, 544,300,000 | 2,814 400, DO
Fines, forlalbs, 81 oo oo e e eaei e e 13, 000, 000 200, J0f, {0)
Bubventlons and grents. ... .. ._ . B9, 100, 000 183, 500, (00
Douatlons, gifts, and pension awesmments 20, 000, 000 38, Loa, 000
Highway p Ussas rents, and [nlaraat B4, 200, D00 157, 600, 00O
Entnings of gonersl dapenmenta. R 52, 000, 00 87, 000, 000
Earnlngs of public-ser vige enterprlses 184, 500, (0D 239, 000, 00D
Total revenos recedpls_ .o ..o . .o .. ... ..___.| B007,100,000 | 3 418, B0, 000

From the above figures it can be computed that in the eight years
from 1922 fo 1930, city revenues from taxes have incrensed €9 per
cent and total clty revenues 70 per cent. The general property tax
accounted for 86 per cent of the city revenue from taxes m 1922, and
83 per cent in 1030.

According to the deta compiled by this office, city revenue from
taxes m 18931 amounted to $2,978 000 000, which i1s about 14 per cent

higher than shown by the Depa.rtment of Commerce for the preceding
Yesr.
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(E) TOWNSHIPS AND OTHER CIVIL DIVIBIONS
Our information as to local taxes collected is by no means com-
plete, but the figures shown below are believed to be approximately

correct:

Revenue from laxes (local governments, other than State, counly, and cily)

I
i Revenue
Bauree !
'i 972 \ 1931
CGenaral Property LEBA . . oo io oo e ! $9431, 100,006 | $E, 140, 200, 000
Spocin] LARAR. oo 3, BOG, 000 1, 600, 000
Poll toxed.....u.__... : &% 255. ?ﬁﬁ
Liconws and permits... .. , SO0, , 100,
Spwia!assemmnw [N 28, 900, 000 14, 100,000
TRl el el T80, 500, DO 1, 188, G, 000

The above figures show an increase in the last nine years of ahout
21 per cent in local taxes, with 85 to 90 per cent of total tax revenue
secured from the general property tax.

8. Tre ToraL Tax BURDEN

According to our figures, the total tax burden in the United States
in 1931 amounted to $9,519,000,000. This amount includes collec-
tions from special assessments amounting to $215,268,462, while
some might not regard these special assessients as taxes, they have
been inc%uded because expenditures for many similar capital outlays
are paid out of the general fund derived from taxes. The total tax
burden may be classified as follows by governmental agencies:

Total revenue from taxes, 1931

Federal taxea___________________ . ____ . ________________ §2, 428, 000, 000
State tAXeB . e ceemmememmeamal_- 1, 567, 000, Q00
County taxes. .. _____________ ... 558, 000, 000
City taxes_..._____ e . 2, 978, 000, 000
Tocal taXes . . e iiicceeman 1, 188, 000, 000

Grand total. . . g, 519, 000, 000

These figures understate the Federal tax burden at the present
time, since Federal taxes were materially increesed in 1932. The
Federal tax burden in 1931 is also less than in 1930 when Federal
colleetions amounted to $3,040,000,000. While it has heen recently
often stated that our total tax burden was from $12,000,000,000 to
$14,000,000,000, we believe these firures unsubstantiated, unless all

overnmental revenues are included rather then merely tax revenues.
%t does not seem proper, however, to consider interest received,
foreign deht payments, receipts from grants, and income from public
service enterprises as part of the tax burden. We do believe, at the

resent time, in view of increased Federal taxes, thet the total tax
Eurden 18 in excess of $10,000,000,000.
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{A} PER CAPITA TAX BURDEN

Thoe per capita tax burden in the United States was approximately
$77.53 in 1931. This figure is analyzed by collecting egencies and
by form of tax in the following table:

I
' Per capita | Por cent
| tax hurden! of total
Coliecting sgency:
Federal Government ... . _..._. L. 25. 5
Btato governments. i cccccccciccmecememmmmmemmmmm - 1802 20.8
County gover i3 - 7.80 1.1
ity gover - £4.28 313
Cther local governmaents. 2.68 12.5
Total e e eicecmecmccceeceecceeesesem—emeeseeessseseeesse——esssmmamas bl 100
Form of tax:
General property $8XeB_ .. .. ...iiieiieeeaas - 41.47 5.5
Frenchise taxes in Ueu of property taxes. .o 1.32 1.7
Franchizse tazes not in Heu of property taxes 148 1.9
Income taTes e e 14 45 21.3
Estate and oherltance tazes. 1.88 24
Genersl aales taxes. D L1
Speclal sales taxes_ ........ 878 11.3
Poll lBxed oo eererene- .15 .2
lcensea and permits 413 53
f}t;)ecial #s908508nYS. . ... .75 az
FENH It .2
Total. o aieann .53 100

hIt is interesting to note the following facts shown hy the two tables
ahove:

First. The city governments are the lergest tax collectors, securing
31.3 per cent of the total texes collected. The Federal Government is
second, with 25.5 per cent, and the State governments third, with
20.6 per cent.

Second. The general property tex is the greatest single tex burden,
since this levy accounts for 53.5 per cent of all taxes collected. Income
taxes gre second in importance, aceounting for 21.2 per cent of the
total burden, and special sales taxes third, with 11.3 per cent,

The per capite tax burden in the cities is much greeter than in the
rural comrounities,

(B) TAX BURDEN IN PROPORTION TO EBTIMATED TAXABLE WEALTH

An estimate has been made by adjusting real and personsal property
tax assessments of the total taxahle {or taxed} wealth of the United
States. This estimate is placed at $239,731,911,778 for 1930-31.
{Omn the basis of this estimate the taxes in the United States amounted
to $3.98 per 3100 of estimated taxable wesalth in 1930-31.

The tax burden on the basis of weslth in the different States is
much more consistent than on the per capita basis. Moreover, the
city communities do not seem to pay more on the basis of wealth
than the rural communities. These fgures on the basis of wealth
sbould he studied in connection with the per capita figures already
glven.,
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{C) HOW THE TAX BURDEN HAB INCREABED

In the 9-year period 1922' to 1931 ' the following increases or
decrease In per capita tax burden have taken place:

Per cent

Federal per capita tax burden__ __________ . _________.._ decrease.. 32
State per capita tax burden_ _ _ __ . ... inecrease. . 100
County per capita tax burden._ - _ . . do. . 14
City per capita tax burden_ _________ L ... do.. &2
Local per eapita tax burden. .. ___ ... do.. 7
Total per capita burden_ _ _ . _ . ... do_. 14

Total per capita burden of States and subdivisions thereof . ___ do.. 48

In ansalyzing the above figures, we should not congratulate our-
gelves too much on the decrease in the Federal tax burden, for in 1931
Federal expenditures exceeded receipts by over $900,000,000. Fur-
thermore, the Federal Government had an opportunity to cut expend-
itures which did not present itself to the other governments by
eliminating certain activities started during the World War.

The increases and decreases in the per capita tax burden from 1922
to 1931, classified by form of tax, will also prove interesting. This
classification is as follows: :

Form of laz Por cent

General property tax_ .o as per capita increasc.. 36
Income taXes. . .. o e —— pet capita decrease__ 17
Eatate and inheritance taxes_ _ _ _ . oo. do.... 2
Other apecial taxes - _ . ________________.__ per capita increase._ 17
Poll taKes o o e per capita decrense. . 44
Licenses and permita_ . ..o per capita increase.. 6
Bpecial assessments_ ... .. per capita decrease.. 77
Total per eapiba. . i mimmmmmamn increase__ 14

The per capita increase in the general property tax of 36 per cent
in the lrt;.st nine years is the most significant of tze above figures, for
this increase is more than sufficient to account for the total increased
burden. In faect, tax cellection from all other taxes taken as an
aggregate have decreased.

{D) HOW THE TAX BEURDEN HAS8 BEEN BHIFTED

A study of the data already supplied will show that the Federal tax
burden has been materially shifted in the last 20 years; that the State
tax burden has been considerably shifted; and that the county, city,
and local tax burdens have not been materially changed but still
remain on property.

For instance, in 1913 Federal taxes were derived to the extent of
64.6 per cent from Liquors, to the extent of 22.3 per cent from tobacco,
to the extent of 10,1 per cent from incomes, and to the extent of 3
per cent from all other levies. In 1931, on the other hand, 76.6 per
cent of our tax revenues came from inecome, 18.3 per cent from
tobacco, 2.6 per cent from tniscellaneous sales taxes, 2 per cent from
estate taxes, and 0.5 per cent from sall other taxes. It is apparent
from these figures that the Federal tax burden has been shifted from
the consumers of liquor to the persons with larpe incomes.

1 Plscal years are used in this discussion unless otherwise stated.
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Tn the case of the State tax burden, we find that the States’ share of
‘Eroperty taxes has not heen greatly increased, but that the States

ave turned to gasoline taxes, privilege taxes, inheritance taxes, and
gpecial license taxes In order to meet their increasing expenditures
and to offset the loss of revenue from the liquor taxes.

In the case of county, city, and other local taxes, we find that there
has heen litile shift in the tax burden. This can be easily shown by
taking the cities of over 30,000 inhabitants as an example. In the
yenr 1915, 79 per cent of the total taxes collected by these cities came
from property taxes. In 1922, B0 per cent came from this source;
in 1927, 83 per cent; and in 1930, 84 per cent. It is obvious from the
ahove figures that the burden of our local taxes still remains on the
property owner. Further illustrations appear in text of this report.

7. GOVERNMENTAL EXPENDITUREBS
{a) FEDERAL EXPENDITCRES

The total Federal expenditures increased nearly seven times in the
last 20 years, In 1913, total expenditures were approximately
$725,000,000; in 1932, they were $5,007,000,000, ¥Even with a con-
certed attempt at economy in making appropriations for the fiscal
year 1933, it appears that the expenditures of the Government for
that year will not be less than $3,957,000,000.

A comparison of the expenditures for 1913 and 1932 may be interest-
ing and is given below:

Federal expenditures classified

FPurpoes of expenditore 1913 . 1542

Qenerel Government. ... .o oo oo oo ) $198,000,000 | 8874, 000, 000
Trotection to person and Property_ ... . ... _...ociieceioieinciineoeeaoo-| 254,000,000 811, 000, 000
Conservation of hesth and sanitation .. ... 8, 000, 000 20, 000, 900
Conservation of natursl reacurces. . __.... e rraremamacmemea——n 25, 000, DO 114, 000, 000
Bighways and WaberWays. ... __...... B3, 000,000 | 325, 00, 000
Charitles, hospitals, and correetions_...... D @, 000, 000 148, 000, 000
Edueation. ... ... ... 4,000, 000 16, 000, 000
Hecreation, .. e R 1, 000, 000 14, 060, 000
B . 23, 000,000 [ 509, (00, 000
L | 1R 1T TS 195, 000, 000 | 2, 084, DO, 200

T e e v m oo 725,000,000 | B, 00T, 00G, 000

The miscellaneous expenditures in 1932 are so large as to require an
explanation and therefore the following items which are included
under this heading are listed below:

Penslons . . e e aam e mm———— -
Military, naval, and veteran insurance -
Adjusted-service certificates__________
Special relief and loans to agriculture_ .. ___ . _______.

Indian Affadrs. o .

Special relief and loans to business___________________________
Debt retirements e cmiemmeaa-a 413, 000, 000

In connection with the governmental expenditures for 1932 which
amount to $5,007,000,000, one fact stands out; that is, the principal
part of our governmental expenditures is due to past wars or to the
preparation for future wars. Indeed, out of total expenditures in
1932, not less than 55 per cent is directly due to war,
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In studying the expenditures of the Federal Government, it will be
found that many items, such as interest, are irreducible. This makes

it difficult to cut rrovernmental e\cpendlturea to the extent which has
often been advocated.

(B) BTATE EXPENDITURES

The following table compares classified State expenditures for the
years 1922 and 1930, and will be sufficient to show the principal
_expenditures of the States and the changes therein in the last eight
years:

1922 1530
General government . . e Y B 7, % < 7.0 N 1 ™
Protection te person nndpro arty.. LT o 53', "318 %mm

P Y
Conservation of health and sanjtation ... _____________ . __
Dﬁve]opment and conservetlon of natural resotiroes.

A¥e.
Chanties homlmls nod wrmctlonu

REALION .ol
Recreation. 3, 551,928 18, 128, 847
Interest._...... 41,308, (09 101, 430, 508
Mlscellaneous 134, T34, 285 71,172 511
Total axpenditures. 1, 280, 319, 734 | 2, 30, 270, 000

The above items speak for themselves but special attention is
directed to the enormous increase in expenditures for highways and
for education. In fact, these two items alone are sufficient to account
for the greater part of the increase in State expenditures.

(C) COUNTY EXPERDITURES

Complete data as to county expenditures has not yet been com-
piled. Judging from the records of certain States, it is helieved that
county expenditures have increased largely because of added dis-
bursements for highways and schools.

(D) MUNICIPAL EXPENDITURES

An anelyais of the expenditures of 31( cities having a population
of over 30,000 in the year 1930, is as follows:

Amount Percentage

Qeneral governiment. . ____________________._ 748 573 547
Protection to person and proper 1, B8, 552 1. 54
Conservn:ian of health and aanitnticn 333, 678, 505 8.7
604, 372, 819 15.87

_____________ 1T2, B4R, B5A 4 55

1, 003, 859, 832 ;.32

I 126, B4, BES -}

________________ 405, 152, 731 10.43

e haan - m.sag.:m 13.58

Total expendltures. _______ . iiiiiiiaenaona--o &.810,881,763 100. 00

It will be noted froin the above figures that the largest itam of dis-
bursement is for education in the amount of $1,002,659,632. The
next largest item of expenditure is for highways.



30 PRELIMINARY REPORT ON FEDERAL AND STATE TAXATION

{E) EXPENDITURES OF TOWNB AND OTHER CIVIL DIVIBIONB

In the case of the local civil divisions not already mentioned, com-
Plete data 1s again lacking, From an analysis made of these divi-
pions in a few States it appears that the expenditures account for
ahout 20 per cent of the total amount expended hy the State and
local governments.

{F) HOW EXPENDITURES HAVE INCREABED

In regard to Federal expenditures it appears that the following
statements are suhstantiated by the report as to the increases or
decreases from 1922 to 1931;

First. The greatest increase (in amount of money) has been in the
iterns of pensions, veterans’ insurance, and adjusted-service certifi-
cates, an 1ncrease of $413,000,000, or 90 per cent.

Second, The next largest increass (in amount of money) has been
in the itemn of general government, an increase of $232,000,000, or
50 per cent.

hird. The largest increase (in percenta%e) has heen in the item
of development and conservation of natural resources, amounting to
140 per cent, or an increase of $49,000,000.

Fourth, The greatest decrease in expenditures has been in the item
of interest, amounting to $379,000,000, or & decrease of 38 per cent.

Fifth., The total increase in expenditures in the 9-year period
amounts to $425,000,000, or 11 per cent.

In regard to the increase in State expenditures, the following
statements appear justified:

First. The largest increase in expenditures (in amount of money)
is found in connection with the item for highways and waterways,
an increase of $536,000,000, or 125 per cent.

Second. The next largest increase in expenditures (in amount of
money) is found in connection with the item of education, an increase
of $241,000,000, or 67 per cent.

Third. While the largest increase (in percentage) is in the case of
the item of recreation, amounting to 300 per cent, since the increase
is only $12,000,000 the item is not important. The important item
in connection with percentage increases is that of interest, which
shows an merease of 146 per cent.

Fourth. The total increase in State expenditures of $1,010,000,000,
or 79 per cent, is largely accounted for by increased highway and
achoo] expenditures.

In the case of municipal expenditures, the following statements
appear justified:

First. The largest increase in expenditures (in amount of inoney)
occurs in the item of educetion, an increase of $341,000,000, or 52
per cent.

Second. The next largest mcrease in expenditures (in amount of
money), and the largest (in percentage), occurs in the itein of high-
ways, an increase of $306,000,000, or 102 per cent.

hird. The item of interest shows an increase of $191,000,000, or
89 per cent; the item of protection to person and property, $168,000,-
000, or 62 per cent; and the item of conservation of health and
sanitation, $126,000,000, or 61 per cent.
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Fourth. The total increase in the 8-year period is $1,588,000,000,
or 71 per cent. It will be noted that this increase is Ia.rgely due to
the items of highways, schools, interest, police and other protection,
and sanitation.

Sufficient data is not at hand to analyze accurately the increase
in county expenditures or the increase in township expenditures.
However, from what information is at hand it is believed that county
expencht.ures liave increased about 35 per cent in the last nine years
and township and similar local governmental expenditures about 30
per cent.

8. REMagka oN Forrrgr Tax SyeTEMs AND REVENUR DERIVED THEREFROM

{A) GREAT BRITAIN

Great Britain derives its tax revenue from income, estate, inherit~
ance, excise, stamp, tariff, and other taxes; and miscellaneous revenue
from postal, telephone, and telegraph semc&i, Crown lands, sundry
loans, etc. The total tex revenue of Great Britain mcludmg tariff
revenue amounted to $3,665,000,000 in 1932, The grand total of
nationsl revenue amounted to $4 257,000,000 in that year. Locsl
tax revenue is not available for 1932 but in 1929 it amounted to
$1,656,000,000. The following remarks seem pertinent in regard to
the English tax system.

The 1ncome tax levied by Great Britain hea many points of similar-
ity with the Federal income tax, Thestandard rate of British income
tax is 25 per cent and surtaxes are graduated to 41¥% per cent on net
incomes in excess of £50,000. The total British levy may therefore
reach &8 maximum of 66¥% cents per $1 on smounts in excess of £48,000,
compared with our maximum of 63 cents per $1 on amounts
in excess of $1,000,000. The tax on persons with amall incomes is
very much grea.t.er in Great Britain than in the United States. For
instance, a married man with no dependents and net income of $3,000
will pay & tax of $303.13 in Great Britain as compared with 8 tax of
$20 1n the United States. Further comparisons can be found in the
text under this heading. Great Britain gives a substantial allowance
for earned income, which feature has been eliminated from our present
law. Another point of difference is in connection with capital gains
and losses which are not subject to tax or allowed as deductions,
respectively, as is the case In the United States.

'Fhe British levy both an estate tex and an inheritance tax. The
estate tax is by far the most important and its rates are graduated
from 1 per cent to 50 per cent. As the British apply the estate tax
rates by totality instead of by bracket, an estate of over £2,000,000
would be taxed 50 per cent ol the entire amount.

A large number of excise taxes are levied in Great Britain. They
reach about 42 subjects of taxation. The totsl revenue from these
excise duties in 1932 amounted to about $599,000,000,

Stamp duties are also levied and reach about elght. objects of tax-
ation. The recelpts from this source in 1932 amounted to about
$85,000,000. Customs duties in Great Britain amounted to about
$681,000,000 in 1932, A very large part of this revenue came from
the tariff on tobsacco.
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(B) FRANCE

The French revenue system comprises taxes on incomes, estates,
inberitances, sales, monopolies, liquors, transportation, and miscella-
neous objects, and imports. The total tax revenue of France in 1932
amounted to $1,981,000,000 and the total revenue from all sources
amounted to $2,098,000,000. The following remarks seem pertinent
in regard to the French system.

Income taxes are levied according to schedules, with specific rates
for each achedule and & general surtax which is levied on &ll incomes
in excess of 10,000 francs. The eclassifications of income are as
follows;

First. Industrial and commereial profits.

Second. Agricultural profits.

Third. Salaries, wages, pensions, and annuities.

Fourth. Professional incomes.

Fifth. Income from land and buildings.

Sixth. Income from mining.

Seventh. Income from transferable securities.

For the rates on these various classifications and examples, the
reader is referred to the text under this heading. The surtax is
graduaied to 40 per cent on amounts of net income In excess of
1,800,000 franes.

France levies hoth an estate tax and an inheritance tax and elso a
tax on gifts inter vivos. The estate tax varies according to the num-
ber of children of the decedent. The rates reach & maximum of 46.8
per cent on estates in excess of 500,000,000 francs where there is no
issue. Theinheritance tax which islevied on each share varies accord-
ing to the degree of relationship to the decedent. The maximum
rate is 56.4 per cent. The maximum rate of the gift tax is 48 per cent.

The general sales or turnover tax of France has received consider-
able attention in this country during the past year. In 1932, the re-
ceipts from this tax totaled $301,000,000. The rate of the tax is 2
per cent and applies to practically all sales with & fow exemptions. It
permits pyramiging; that is, the same article may be taxed several
times in the course of its transfer from manufacturer to consumer,
For a description of the taxes on liquors, transportation, motor ve-
hicles, Government monopolies, etc., the reader is referred to the text.

(C) GERMANY

The revenue of Germany is raised from taxes on individuals and
corporations, on inhenitances and gifts, on general property, on sales,
on imports, and on miscellaneous objects. The total revenue for
the fiscal year 1931 amounted to approximately $2,500,000,000, based
on s value of 25 cents per reichsmark, The following remarks are
pertinent in regard to the German tax system.

The income tex on individusls is graduated from 10 per cent on net
incomes up to 8,000 reichsmarks to 40 per cent on net incomes in
excess of 80,000 reichsmarks. An additional surtax was imposed for
the fiscal years 1931 and 1932 at a flat rate of 5 per cent on net incomes
in excess of 8,000 reichsmarks. For rates and examples the reader is
referred to the text under this heading. The corporation income tax
is graduated from 10 per cent on the first 8,000 reichsmarks te 30 per
cent on net incomes In excess of 30,000 reichsmarks,
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Germany levies an inheritance tax and & tax on gifts inter vivos.
The rates are graduated according to the degree of relationship froin 2
per cent to 60 per cent.

The tariff, the tobacco tax, and the genera property tax sll produce
substantial revenue, hut need no specia] mention,

A gross gales or turnover tax of 2 per cent is levied on gross cash in-
comes from industrial, commercial, or professional activity (except-
ing wages). The receipte from the turnover tax for the fiscal year
1931 amounted to about $249,000,000. There are also transportation
taxes, automobile taxes, taxes on circulating capital, ete,

(D) JAPAN

The principal taxes in Japan are imposed on incomes, liquors, im-
ports, sugar, land, and business profits. There is also & tax on in-
hentances and gifts.

For income-tax purposes incomes are classified and the rates and
sllowances are applied according to each class. For & description of
this tax the rea.d}:zr is referred to the text. The rates on individuals
run from 0.8 per cent to 36 per cent.

Residential land is taxed at 2.5 per cent of the value and rice and
other farm lands are taxed at 4.5 per cent of the value., There are a
number of special taxes.

The inhentance tax is graduated from 0.5 per cent to 21 per cent.
Gifts are taxed in a similar manner. The tax on liquors averages
about $18 per barre] and on heer ahout $12.50 per barrel. The other
taxes are described in the text.

(E) OTHER FOREIGN COUNTERIES

Canads imposes certain interesting taxes, namely: An income tax,
a sales tax, and excise taxes, which are described in the text.

Australin levies a sales tax, and New South Wales levies an income
tax at graduated rates and also an estate tax gradusted from 2 per
cent to 25 per cent.

Mention is made in the text of certain interesting taxes imposed in
Queensland, Tasmania, Denmark, and Venezuela.

Part II. CoMMENTS AND SUGGESTIONS
1. Opvious CoNcLusions

While it is not the purpose of this report to draw conclusions which
would be subject to controversy, it does appear proper to state
certain obvious conclusions that appear plainly justified hy the fects
sot forth. It is believed that section 1, Part I, of the report entitled
‘The Power to Levy Taxes’ justifies the following statements:

Firgt. There is no legal bar to double taxation by the Federal
Government and the States of the same suhjects.

Second. No plan has heen devised up to the present time under
which the Federal Government can secure consistency or uniformity
in State texation by direct legislation.

Third. A desirable and comprehensive plan for making our texing
system as a whole 1nore equitable, more productive, angﬁess compli-
cated can only be arrived at by sincere cooperation between our govern-
mental officials, our legislators, our economists, and the public.
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In sections 2 and 3 of Part I of this report the various taxes imposed
by the Federal and State Governments have been described. om
the facts there stated, it appears that the following conclusions may
be drawn as to the merit of these taxea:

First. The general property tax is our oldest and most productive
tax. It can no longer be said, however, that this tax is levied in
accordance with either the principle of “ability to pay,” or the prin-
ciple of “benefit received.” The burden of this tax is so great as to
mertt first consideration in any plan for improving our present system.

Second, The privilege or franchise taxes whicil have been largely
resorted to in recent years in taxing public utilities and similar corpo-
rations are superior to the property taxes in that they are based on the
principle of a payment for a special privilege. From the great variation
in the bases on which these taxes are applied, it appears that there is
much room for improvement in the State laws on this subject. More
uniformity would be a preat convenience to the taxpayer, even though
the amount of tax remained the same.

Third. The income tax on individuals appears to be one of our most
satisfactory taxes, since it is based on the principle of ability to pay.
This tax has two defects, namely: It is sug)ject to severe fluctuations
in sroduct,ivity between times of prosperity and times of depression,
and it is complicated, cumbersome, and & source of litigation and
controversy.

Fourth, The same general remarks made in connection with the
income tax on individuals hold in the case of the income tax on
corporations. This tax, however, may have one added defect,
namely: No satisfactory method of applying the graduated rate
principle to this levy has been devised.

Fifth. Inheritance and estate taxes when properly designed are
Eenerally recognized as being ome of the best forins of taxation.

ome herdships occur when there is a sudden fall in values immedi-
ately after the decedent’s death. This phase of our death taxes
should reccive consideration.

Sixth. General sales taxes as imposed by some of the States are
of too recent origin to be accurately judged. It appears that this
form of tax offers great possibilities in the way of revenue and deserves
careful consideration, although Little can be said for this tax on the
theory of ““ahility to pay.”

Seventh. Special sales taxes on specific items often produce ver
substantial revenues. When levied on luxuries and at a rate whic
does not reach the point of diminishing returns they appear fully
justified. When these taxes are levied on necessities, the question of
discrimination at once arises, and careful study from many angles is
required.

Eighth. In regard to the provisions taxing licenses, permits, and
occupations, it must be evident, since there are nearly 4,000 of these
provisions in our taxing statutes, that they should be reviewed to
eliminate mere nuisance taxes productive of little revenue.

We now come to the subject of double taxation and duplication
between Federal and State taxes, as discussed in section 4 of Part I.
It appears that there are about 326 cases of double taxation or
duplication, While this suhject is & vital one, no conclusion may be
drawn at this time without entering into the feld of controversy.
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However, it must be emphasized that serious duplication does exist
and does require early attention.

Finally, we come to the gquestion of what conclusions can be drawn
from the revenue and expenditure data shown m sections 5, 6, and 7
of Part I of the report. It is believed these data substantiate the
following:

First. The present tax burden is greater and the present rates
higher than at any time during the last decade, but in spite of this
taxes are insufficient to meet expenditures.

Second. Expenditures of cur governments bave increased to such
8 point as to obviously make it necessary for them to undertake a
comprehensive plan for the reduction of expenditures.

2. QueerioNns WuicE BEouLp BR DiscussEp aNp BoOLVED

Thess questions require attention:

First. %Vha.t, taxes are most adaptable for use by the Federal
Government and what taxes are most adaptable for use by the State
governments?

Second. In what cases may double taxation or duplication be
propetly tolerated?

Th'u-g. What meanse should be adopted to develop & model tax
eystem and to bring it into practical operation?

3. Prorosep HEaninags BEPORE THD SvdcoMMITIEE oF DoUBLE TaxatTiow

The subcommittee on double taxation is composed of the following
Congressmen appomted from the members of the Committes on
‘Ways and Means of the House of Representatives:

on, Fred M. Vinson, of Kentucky {chairman).

Hon. Thomas H. Cullen, of New York.

Hon. David J. Lewis, of Maryland.

Hon, Carl R, Chindblom, of Illinois.

Hon. Frenk Crowther, of New York.

This committee requested the preparation of this preliminary
report and proposes to bold public bearings on the subject of double
taxation and possible improvements In our tax system as a whols
at an early date., A final report will not be atteinpted until the
suggestions made at the hearings have been studied and analyzed.

4, ConcLuping ReMARKS

The eubject dealt with in this preliminary report is of such broad
scope that comprebensive and accurate treatment is difficult, espe-
cially when the time available is limited. Tt is hoped that any errors
which may be found will ba called to the attention of the committee.

Tt is believed that the report is sufficient to show:

First. That our present system of taxation is complicated and in
many respects inequitable.

Second. That there are many instances of double taxation, duplica-
tion or ovetlapping in regard to the taxes imposed by our various
governments.

Third, That the tax burden on many subjects is nearing the break-
i]il:g ;I)(oint, and that the increase of expenditures requires immediate
check.
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PART I DISCUSSION OF PRINCIPLES AND FACTS

1. POWER TO LEYY TAXES

The power to levy taxes for the support of governments has long
been recognized as one of the most essential attributes of sovereignty.
Without this no government is able to function properly. Its decrees
are mere idle gestures, due to its inability to provide revenue to put
them into execution. The absence of such o power was the preat
sonrce of weakness of the old Confederation created by the thirteen
Colonies to carry on the Revolutionary War. To raise revenue the
old Confederation was obliged to make requisitions upon the States,
which respected or disregarded such requisitions at their pleasure.
The framers of the Constitution, recognizing this potent weakness,
were careful to provide in the Federal Constitution for the levying
of taxes directly %y the National Government,

In this country we have a dual system of government—that is, a
Federal Government and State governments. The revenues of the
Federa] Government must be obtained in the same territory, from the
same people, and in some instances even from the same activities as
are also reached by the States in order to support their local govern-
ments. Both the Federal and the State Governments are supreme
in their sphere of action and are exempt from interference or control
by each other. We will first consider the taxing power of the Federal
Government and then discuss the taxing power of the States and their
political subdivisions.

(A} Of the Federal Government

The Federal Government is a government of delegated powers,
which are defined and limited by the Constitution. It is divided into
three branches, the executive, the legislative, and the judicial. ‘“The
legislative makes, the executive executes, and the judieial construes
the laws.”” The legislative branch, the Congress of the United
States, has the sole power under the Constitution to levy taxes. The
reason for this becomes apparcnt when one considers the conditions
existing at the time of the adoption of the Constitution. The men who
framed the Constitution had just emerged from the struggle for inde-
pendence, the rallying cry of which had been “Taxation without
representation is tyranny.”” In other words, thoy were staunch ad-
vocates of the principle that the consent of those who were expected
to pay the tax was essential to ifs validity. The Congress of the
United States, and especially the House of Representatives, more
truly represents the people than any other branch of the Government.
It is peculiarly fitting, therefore, that the Constitution should provide
that all bills for ralsing revenue should originate in the House of
Representatives,’ so that the tax so voted would fall upon the con-
stituents of those who imposed it. Indeed, one act, the cotton futures
act of August 18, 1914, was held to be unconstitutional in the cese of
Hubbard ». Lowe,* because it did not originate in the House of Rep-
resentatives. The Supreme Court has held, however, that this
requirement does not extend to hills {for other than revenue purposes,.
although they incidentally create revenue® Furthermore, in Flint

i 7. 8. Censtitution, ard. 1, sec. 7, cl. 1.
1228 Fed. 135, appeal distissed, 242 U, 8. 854,
$ G, 5. p, Norfon, 81 1. 8. 56% Twin City Nations! Benk o. Nebeker, 187 U. 8. 108,
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g. Stone Tracy Co.,* the Supreme Court held that the Senate had the
tight to substitute a colﬁporation tax for & plan of inheritance taxation
a8 conteined in the bill originally introduced in the House, for the
reason that the bill properly originated in the House and the amend-
ment made by the Senate was germane to its subject matter,

Neither the President nor the courts have any power to impose taxes
and the Congress has no authority to delegate such authority to them.
This was clearly brought out by the Supreme Court in the recent case
of Hampton & Co. #. U. 3.5 in which the court stated that—

It is a breach of the national fundamental law if Congress gives up its legisla-
tive power and transfers it to the President, or to the judicial branch. '

It is not always easy to determine what is a legislative power and
this question has resulted in considerable litigation. The distinction
usually drawn is between a power to make the law and a power to
carry it into execution, to be exercised under such law. The first can
not be delegated, while the second can. For example, powers that
can not be delegated are the right to select the persons or objects to
be taxed, or to determine the purpose for which tbe tax is to be im-
posed and the measure of taxation, On the other hand, administra-
tive powers to enforce the law are frequently delegated to the Execu-
tive %epa.rtment. In our first income tax law many administrative
powers to enforce such law were conferred upon the Secretary of the
Treasury and the Supreme Court uPheld the right of Congress to dele-
gate such powers to the Secretary.” Moreover, in the Hampton case
referred to ahove, the Supreme 80urt went a step furtber and upheld
the flexible tariff provisions of section 315 (a) of the tariff act of 1922
as not being a delegation of legislative power. In that case the col-
lector of customs increased the dutiable rate upon the importation of
barium dioxide from 2 to 6 cents per pound in accordance with a
proclamation of the President issued under nuthority of the fexible
tarifl provisions. Chief Justice Taft, who delivered the opinion of
the court, made the following statement; -

It is conceded by counsel that Congress may use executive officers in the ap~
plicaticn and enforcement of a palicy declared in law by Congress, and authorize
such officers in the application of the Congressional declaration to enforce it by
regulation eguivalent to law. But it is said that this never has been permitted
to be done where Congress has exercised the power to levy taxes and fix customsa
duties. The authorities make no such distinction. The same principle that per-
mits Congress to exercise its rate-making power in interstate commerce, by de-
claring the rule which shall prevail in the legislative fixing of rates, and enables
it to remit to a rate-making body created in accordance with its provisions the
fixing of such rates, justifies a similar provision for the fixing of customa duties on
imported merchandise. If Congress shall lay down by legislative act an intelli-
gible principle to which the person or body authorized to fix such rates is directed

to conform, such legislative action is not & forbidden delegation of legislative
power,

Having determined that the power to levy taxes is vested in Con-
gress, we will now consider the extent of such power. The Constitu-
tion ? provides that—

The Congress shall have power to lay and collect taxes, duties, imposts and

excises, to pay the debts, and provide for the common defensc and general welfare
of the United Slates.

L] . 8. wm.
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It should be noted that under this power Congress is given authority
to levy and collect “taxes” and ‘‘duties, imposts, and excises,”
This elagsification is broad enougb to include every kind of tax. It
was Chief Justice Fuller who pointed out in the Pollock case ? that
although there have been from time to time mtimations that there
might he some tax which was not included within this classification,
such a tax for more than one hundred years of national existence has
as yet remained undiscovered.

The term “taxes’ ie ordinarily understood to refer to direct taxes
aa distinguished from indirect taxes, which are regarded as comprising
duties, imposts and excises, The distinction is Important, as direct
taxes are subject to the rule of apportionment and indirect taxes to
the rule of uniformity. These rules will be discussed later.

In genersl, a tax imposed upon property solely by reason of its
ownership is direct. Taxes on lands, houses, and other permanent real
estate have always heen deemed to he direct taxes, and capitation or

oll taxes are direct taxes by the express words of the Constitution.?
g‘a.xes on income from real estate or personal property were held to be
direct taxes by the Supreme Court.® However, by the sixteenth
amendment to the Constitution, it is specifically provided that income
taxes shall not be subject to the rule of apportionment. The courts
have pointed out that the effect of this amendment is to remove
income taxes fromn the direct tax class and to put them in the class
of duties, imposts, and excises.”! As stock dividends have been held
not to be income, a tax levied on stock dividends would undoubtedly
be a direct tax and subject to the rule of apportionment.”? It has
been contended, however, that a tax on the right of corporations to
declare stock dividends would be in the nature of an excise and,
therefore, not subject to the rule of apportionment,

With the exception of the income tax, there has been little direct
taxation in our national history. The first direct tax was imposed in
1798 ® upon ‘' dwelling houses, lands, and slaves.”” This was followed
in 1813" by a tax upon ‘‘lands, lots of ground with their improve-
ments, dwelling houses, and slaves.” A similar tax was levied in 1815."
No other direct taxes were levied until the outbreak of the Civil War,
In 1861 Congress voted a direct tax on real estate. This tax was
found to be very difficult to enfores, due in a large measure to the
war between the States, and by an act of Congress passed on March 2,
1801, all the money collected from this tax was returned to the States.
This wes the last time Congress attempted to levy a direct tax and
it must be admitted that it was far from & fiscal success. On the other
hand, the States have long regarded direct taxes as their chief source
of revenue although the tendency at the present time seems to he
toward increasing their indirect taxes.

We have attempted in a general way to explain the meaning of
direct taxes. Since the power to levy taxes under the Constitution
reaches every subject, it necessarily follows that all taxes which are

1157 U, 5, 880,
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not direct taxes must fall within the classification of duties, imposts,
and excises, otherwise known as indirect taxes.!” The term “duty’ in
its widest significance is herdly less comprehensive than the term
“tax.”’ In 1ts restricted sense, it is synonymous with the term
“impost.” An impost waa defined by Chief Justice Marshall'® as a
"custom, or tax, levied on articles brought into a country.” In other
words, it is & duty on imported goods and inerchandise. An excise
has been defined as a tax laid upon the manufacture, sale, or consump-
tion of commodities within the country, upon licenses to pursue cer-
tain occupations, and upon corporate privileges.! Furthermore, the
Supreme Court has heldp that & tax upon & particular use of property
or the exercise of  single power over property incidentsl to ownership
is an excise.®® Among the taxes which have been upheld as excises
are taxes upon legacies, successions, gifts and estates, carriages, use
of foreign-built hoata, transfers in contemplation of death, the privi-
lege of doing husiness in & corporate capacity, hank circulation,
capital employed in the business of hanking, the business of insurance
companies, club dues, manufacture and sale of tobacco and distilled
gpirits, the business of refining oil or sugar, the sale of certificates of
stock, the tprivilege of selling property at an exchange, and the man-
ufacture of oleomargarine and filled cheese. -

There are certain ﬁmitations upon the Federal Government’s power
to levy the taxes authorized unger the Constitution. These limita-
tions will be discussed in the following order:

General restriction upon soveraignty,

To pay the debts and provide for the common defense and
general welfare.

Rule of apportionment.

Rule of uniformity.

Prohibition upon export taxes.

Violation of the due process clause of the fifth amendment.

Violation of the tenth amendment.

Taxing compensation of President and Federal judges.

Taxing State functions,

GENERAL REBTRICTION UPON SOVEREIONTY

As pointed out by Judge Cooley,® the Federal Government’s
ower to tax can not extend beyond its inherent power of sovereignty.
n other words, its power to tax must depend upon its having junsdic-

tion of the person or object subject to the tax. For instance, the
Federal Government could not impose a tax upon the property of a
nonresident alien located outside of the United States. On the other
hand, it has the power Lo levy s tax upon an American citizen wherever
domiciled. For exasinple, the income of an American citizen domiciled
in Mexico was held subject to the Federsl incomne tax although such
income was derived solely from property located outside of the United
States.® ‘This same rule has been applied to exciso taxes. In s lead-
ing case on this point the Supreme Court upheld the nght of Congress
to levy an excise tax upon the use of a foreign-built boat outside of the

17 Brmhaber r. Unlon Peclfic Relroad Co., 240 U. 3. I; License Tax cazes, 5 Wall. (U, 5.) s,
it Brown p, Maryland, 12 Wheat. (U, 8.} 419,

I Flint ¢. 8iome Tracy Ca., 220 U. 8. 107.
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United States by an American citizen who had & permanent domicile
in a foreign country.® Following this decision, the Board of Tax
Appeals held that the Federal Government had the power to subject
to the Federal estate tax personal property of a citizen of tho United
States located abroad. Pl‘he revenue act of 1932, section 501, taxes

ifts by nonresident citizens of property located outside the United

tates, whether the property is real or personal, tangible or intangible.
Perhaps the most recent statement of this doctrine of the power of the
Federal Government to tax its citizens wherever resident is in the case
of Blackmer ». U. §.,% in which the court used the following language:

While it appears that the petitioner removed his residence to France in the

ear 1924 it is undisputed that he was, and continued to be, a citizen of the
%nited States. He continued to owe allegiance to the United States. By virtue
of the obligations of citizenship, the United States retained ita authority over
him, and he was bound by its laws made applieable to him in a foreign country,
Thus, although resident abroad, the petitioner remained subject to the taxing
power of the United States.

TO PAY THE DEBTS AND PROVIDE FOR THE COMMON DEFENSE AND
) GENERAL WELFARE

To quote Justice Story in his commentary on the Constitution—

Congress has not an unlimited power of taxation; but it is limited to specifie
objects—the payment of the publie debts, and providing for the cornmon defanse
and general welfare. A tax, thereforo, laid by Congress for neither of these
objects would be unconstitutional as in excess of its legislative autharity.

The Supreme Court has given a very broad interpretation to the
term ‘‘debts.” They include for the purpose of this provision not
only debts enforceable at law but also morsl obligations, The mean-
ing of “debts” within this constitutional ]irovision was fully explained
in the case of U. 8. v. Realty Co® In that case the question before
the court was whether Congress could lawfully collect money by
imposing customs duties on imported merchandise and then make a
free gift of & part of the proceeds to sugar manufacturers to encourage
the production of high-grade sugars. Justice Peckham, whe deli-
vered the opinion of the conrt, said:

What are the debts of the United States within the meaning of thie constitu-
tional provision? It is conceded and indeed it can not be guestioned that the
debts are not limited to those which are evidenced by some written obligation
or to those which are otherwise of a strictly legal character. The term *debts””
includes those debts or claims which rest upon a merely equitable or honorary
obligation and which would not be recoverable in o court of law if existing against
an individual. The Nation, speaking broadly, owes a **debt’’ to an individual
when his claim grows out of general principles of right and justioe; when, in other
words, it is based upon considerations of & moral or mere honorary nature, such
a8 are binding on the conscience or the honor of an individual, although the debt
could obtain ho recognition in a court of law, The power of Congress extends
at least as far as recognition and payment of claimas againat the Government which
are thus founded, * * * Their recognition depends solely upon Congress, and
whether it will recognize elaims thus founded must be left to the discretion of that
body. Payments to individuals, not of right or of a merely legsl ¢laim, but pay-
ments in the nature of a gratuity, yet having some feature of moral obligation to
support them, have been made by the Governinent by virtue of acts of Congress,
appropriating the public money, ever since ita foundation.

0. 8. r. Bennet, 232 U. &, 200,
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The term ‘‘common defense is self-explanatory, but the term
“‘general welfare’ is so broad as to he impossihle of definition. Pro-
tective tarifl laws have heen eriticised on the ground that they did not
provide for the general welfare. This contention was considered by
the Supreme Court in Hampton & Co., cited supra, in connection with
the tariff act of 1922. The title of that act was **An aet to provide
revenue, to regulate commerce with foreign countries, to encourage
the industries of the United Stetes, and for other purposes.” Chief
Justice Taft in delivering the opinion of the eourt made the following
staternent on this point:

Whatever we may think of the wisdom of a protective policy, we ean not hold
it unconstitutional. So long as the motive of Congress and the effect of its
legislative action are to secure revenue for the benefit of the General Government,
the existence of other motives in the selection of the gubjects of taxes can not
invalidate congressional action.

On the other hand, there are many who urge that protective duties
are imposed not under the taxing ¢lause of the Constitution but under
the power to regulate commerce with foreign nations. ¥ The question
seems to depend upon whether the so-called tariff is actually a tax
imposed for the purpose of raising revenue or whether it is not a tax
but a means of regulating commerce with foreign countries. It seems
«clear that while the term “‘general welfare” 1s too broad to be sus-
ceptible of definition, it applies only to the general welfare of the
United States as distinguished {from tﬁe general welfare of & particular
State. In this connection the Supreme Court has pointed out that
Congress has no power to levy taxes to pay the deEts of & State or
1o provide for its general w;?fya.re."'g Both objects of taxation—the
payment of the public debts, and dproviding for the common defense
and general welfare—are embraced in the general statement that the
revenue must be levied and collected for a public purpose as distin-
guished from a private purpose.®

HULE OF APPORTIONMENT

The Constitution requires that direct taxes shall be apportioned
among the several States according to population. The purpose of
this provision was to equalize the tax burden among the several
States. In the South a land tax without apportionment would have
‘been confiscatory at the time of the adoption of the Constitution,
due to the fect that there was a large amount of land and very few
people. On the other hand, such & tax would not have been so
burdensome in the North where there was a large population and
little land. The framers of the Constitution sought Ey a rule of
apportionment to prevent this inequality by making the thickly
settled communities carry the heaviest part of the burden and putting
the lighter share on those which were sparsely inhabited. The rule
of apportionment means that ‘‘after Congress has decided on a sum
to be raised by direct taxation, that sum must he divided among the
States according to their respective populations and assessed In each
State at & rate to be determined by dividing the totel value of the
property within the State subject to the tax by the amount appor-

¥ Congresslonal Record, Tist Cong., 2d sess, Deo, 11, 1929, pp. 480-482; BMay 26, 1930, pp. RA8P-G502.
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tioned to the State.”” ® For example, the act of January 9, 1815,%°
levied & direct tax of $6,000,000. Under the method of apportion-
ment, New York was liable for the largest amount of the tax, namely,
$862,000; Pennsylvania was next with a liability of £739,000; and
Virginia third with a tax of 8738,000. The smallest Liability was in
the case of Georgin, its share of the direct tax burden amounting to
only $56,000,

While the rule of apportionment appeared to be equitable in the
eage of direct taxation, it was not suited to indirect taxation. This
was revealed by the Supreme Court in the Hylton Carriage case.®
In that case the court 1]:n-esze.nt«ad the followin 5 example to ahow how
inequitably the rule of apportionment would operate if applied to
exclge taxes:

For example, suppose two States equal in census had to pay $8,000
each and in one Stabe there are 100 carriages and in the other 1 000
The owners of carriages in one State would pay ten times the tax of
the owners in the other. A in one State would pay for his cerriage
$8; but B in the other would pay for his carriage $80.

If & direct tax is imposed there is no power in Congress to exempt
any State from its share of the burden. It is, however, within the
discretion of Congress to determine whether the tax should be
extended to the District of Columbia or the Territories, as the express
wording of the Constitution requires apportionment only among the
several States

RULE OF UNIFORMITY

The Constitution requires that duties, imposts, and excises must
be uniform throughout the United States. The term “uniformity”
bas been construed by the Supreme Court to mean geographical
uniformity, the court stating that “‘a tax is uniform when it operates
with the same force and effect in every place where the subject of
it 19 found.” ® In other words, a tax can not be levied at one rate
in one locality and at another rate in another locality upon tbe sume
object or business, nor may Congress exempt from taxation taxpayers
of & certain class located it one part of the country and not taxpayers
of the same class living in another part of the count: However,
the allowuélce of dedulcmomi.l and fe:rrempt.n:mls t? s; acified cla.sfses ].hlfgf

ayers does not violate the uniformity rule if all taxpayers fa
msuch classification are taxed alike and the clmﬁiatlon is a
reasonable one. For example, the Supreme Court bas beld tbat it
was proper to exempt from the income tax imposed by the reveaue
act of 1913 the incomes of unmarried persons up to $3,000 and tbe
ncomes of married persons up to $4,000; to exempt from the income
tax labor, agricultural, or horticultural organizations and mutual
savings banks, and to tax other corporations; to allow a credit against
the income tax for normal tax purposes and not for surtax purposes;
to permit farmers to omit from their income returns the vaiue of
certain products of the farm used by them in sustaining their fanilies
during the taxable year; to require corporations to withhold and pay
to the Government a tax on the interest due on bonds and mort-
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es and not to require the same from individusls; to allow indi-
viduals to deduct from their gross income dividends paid them by
corporations and deny such right to corporations.* Moreover, the
Supreme Court has also held that a tex on the privilege of selling
property at an exchange did not violate the rule of uniformity, as
the privilege of selling property at an exchange was so different from
that of making a sale elsewhere that it constituted a reasonable
ground for classification.®*® In Knowlton ». Moore,® it was held that
the unifornity clause was not violated in exempting from the tax on
legacies and successions those falling below a certain amount in classi-
iying the rate of taxation according to reletionship, and in providing
for r rate progressing by the amount of the legacy or share. A tex
on the use of foreign-built boats was also held not to viclate the
uniformity rule.¥

The Supreme Court has pointed out that a tax does not lack uni-
formity because of the conflicting or adverse laws of the several
States. In Florida v. Mellon * it was contended that the provisions
of the Federal estate tax allowing credit for death taxes paid to the
Statee up to 80 per cent of the Federal tax viclated the uniformity
clause of the Constitution, The Supreme Court held that this con-
tention was without merit, stating 28 follows:

The contention that the Federal fax is not uniform, hecause other tates
impose inheritance taxee while Florida does not, iz without merit. Congress
can not accommodate its legislation to the conflicting or lissimilar laws of the
several Biates, nor control the diverse conditions to be found in the various
Btates, which necessarily work unlike results from the enforcement of the same
tax. All that the Conatitution (art. 1, see. 8, clause 1) requires is that the law
shall be uniform in the sense that by its provisions the rule of liability shall be
alike in all parts of the United States.

A similar question was raised in Poo #, Seaborn,® in which the
Federal Government attempted to force a citizen of the State of
Washington to include sll of the community property income in his
income-tax return instead of permitting his wife to file a separate
return reflecting therein her sﬁare of the community income which
was vested in her under the State law.

The Constitution requires uniformity throughout the United States,
The term “United States’” has ¢ limited application. While it
undoubtedly includes all of the States, it has been held that it does
not include territory ceded or acquired by the United States and
not yet incorporated into the United States. For example, it was
held that the rule of uniformity did not epply to Puerto Rico because
that island had not been incorporated into the United Stetes but
was merely pertinent thereto as & possession.®® This is alse true in
the case of the Philippines.i* Nor does it apply to territory of &
foreign State in the military occupation of the United States during
the progress of a war, nor to taxes for the benefit of a territory cr
business within such territory.®? Alaska and Hawali have been incor-
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porated into the United States and are subject to the rule of uni-
formity. It should also be pointed out that a tax on shipments
from one State to another, while not prohibited under the export
clause of the Constitution, would probably violate the uniformitv
clause.® In other words, the term “exports” has been interpreted
to mean shipments to foreign countries,

PROHIBITION TFPON EXPORT TAXES

The Conostitution provides that no tax or duty shall be levied on
articles exported from any State.* James Madison said:

This prohibition resulted from the apparent impossibility of raising in that
mode s revenue from the States, proportioned to their ability to pay it; the
ability of some being derived in a great measure, not from their exports, but from
their fisheries, from their freights, and from commerce at large in some of the
branches altogether external to the United States; the profits from all of which,
being invisible and intangible, would escape a tax on exports.

In other words, at the time of the adoption of the Constitution,
the whole burden of a tax upon exports would have fallen upon the
products produced in the South, as the North had practically nothing
to export. This prohibition does not cover shipments to every place,
It only applies to shipments to foreign countries and does not apply
in the case of shipments to possessions of the United States.® There
has been considerable litigation involving the meaning of this clause
of the Constitution, The Supreme Court has interpreted the clause
to mean that the exportation must be free from taxation and, there-
fore, as requiring ‘‘ not simply an omission of 4 tax upon the articles
exported, %ut a%so a freedom from any tax which directly burdens
the exportation.” ¥ In those cases where the tax is not laid upon
the articles themselves in the course of exportation, the true test of
its validity is whether it so directly and closely bears on the process
of exporting as to be in substance a tax on the exportation. The
following have been held to be exempt from the operation of the
taxing power;

(1) Articles in the course of exportation;*?

(2) The act or occupation of exporting;*

(3) Bills of iading for articles being exported;*

(4) Charter parties for the carringe of cargo from the States to
foreign ports; ¥ and

(5) Policies of insurance on articles being exported.®

The Supreme Court has also held that a sale of goods in the United
States to a commission merchant for a foreign consignee for the sole
Eurpose of export and consummated only when the goods are de-

ivered to the exporting carrier, is a step in their exportation and
can not be taxed by the United States* Omn the other hand, a
general tax levied on all property slike and not upon goods in the
course of exportation nor because of their intended exportation is
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not within the prohibition.®® Thus the application of the Federal
income tax to income derived from the business of exporting has
heen upheld.® A manufacturer’s tax on filled cheese was held
applicable to filled cheese manufactured for export.® A tax on
distilled spirits was applied to spirits intended for exportation *
and & tax on cigarettes was applied to cigarettes for export,"”

In general, it may be stated that & tax on the manufacture of a
product as distinguished from the sale or removal of the product
would not fall within the prohibition upon exports. This was brought
out by the Supreme Court in the case of Cornell ». Coyne, already
referred to, in which a tax on the manufacture of filled cheese under
contract for export and actually exported was upheld.® Moreover, a
stamp tax to identify goods intended for export is not invalid. For
instance, the Supremse Court has held that an act of Congress re-
quiring stamps to be placed on packages of manufactured tobacco
intended for export and making & charge for the stamps was not a
duty upon exports within the meaning of this clause. It was held
that such g stamp was intended for no other purpose than to separate
and identify the tobacco which the manufacturer desired to export
and thereby, instead of taxing it, to relieve it from the taxation to
which otber tobacco was subjected .

"VIOLATION OF THE DUE PROCEBE CLAUSE OF THE FIFTH AMEKDMENT

The fifth amendment of the Constitution provides, among other
things, that no person shall be deprived of property without due
process of law; nor shall private property be taken for public use
without just compensation. It is generally true that the due process
clause of the Constitution is not a limitation upon the texing power
of Congress. However, the Supreme Court bas pointed out® that
this general rule has no application if the taxing provision is so pal-
pahly arbitrary and unreasonable as to Jead to the conclusion that it
13 not an exercise of taxation but a confiscation of property; or what
18 equivalent thereto, is so wanting in basis for classification as to
produce a gross and patent inequality. In other words, the classifi-
cation must be reasonable and not arbitrary or capricious. .

In B&]Bctin% the subjects of taxation, Congress has almost unlimited
discretion. It was Mr. Justice Day who pointed out ®'—

In levying excise taxes the most ample authority has been recognized from the
beginning to seleet some and omit other possible subjects of tazation, to select
one calling and omit another, to tax one clasa of property and to forbear another.

For example, Congress has selected as subjects of taxation carriages
which the owner kept for private use, sales, or exchanges on boards
of trade, transmission of property from the dead to the living, transfer
of property by gift, agreements to sel]l shares of stock, tobecco manu-
factured for consumption, filled cheese manufactured for export, oleo-
margarine not artificially colored, oleomargarine, bank circulation,
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business of refining sugar and oil, issues and transfers of stocks and
bonds, the net income of domestic corporations from all sources and
only such income of foreign corporations as is derived from sources
within the United States. In the revenue act of 1932 taxes are levied
on tires and inner tubes, toilet preparations, furs, jewelry, automo-
biles, radios, refrigerators, sporting goods, firearms, shells and cart-
ridges, cameras, matches, candy, chewing gum, soft drinks, electrical
energy, gasoline, transportation of oil by pipe line, leases on safe
deposit boxes, checks, the use of boats, and transfers to avoid incoms
taxes. All of the above taxes show clearly what & wide range of
selective subjects Congress has. But there have been & few instances
in which Congress has exceeded its powers and the provisions of the
fifth amendment have been invoked to invalidate a taxing statute.
An example of this was presented in the case of Nichols v.lgoolidge,“
in which the SBupreme Court held that the revenue act of 1918 was
invalid in so far as it attempted to include in the gross estate of a
decedent the corpud of an irrevocable trust distributeble at death but
executed before the Government imposed any estate tax. In this
connection the court made the following comment:

And we must conelude that section 402{c} of the statute here under considera-
tion, in so far as it requires that there shall be included in the gross estate the
value of property transferred hy a decedent prior to its passage merely hecause
the conveyance was intended to take effect in possession or enjoyment at or after
his death, is arbitrary, capricious, and amounts to confiscation,

For the same reason the Supreme Court held that the gift tax
provisions of the revenue act of 1924 were unconstitutional in so far
18 they attempted to tax gifte made hefore the enactment of that act.
The court saicf’ : )

1t seems wholly unreasonable that one who in entire good faith ard without
the slightest premonition of such consequence, made absolute disposition of his
property hy gifts should thereafter be required to pay & charge for so doing.¥

However, mere retroactivity is not in itself sufficlent to invalidate
& taxing statute. This was brought out by the SBupreme Court in
two cases dealing with the taxation for estate tax purposes of transfers
in contemplation of deasth and tenancies by the entireties:* In
both cases the transfers had been mede and the tenancies created
proor to the taxing statute, but at such times there was a sirmnilar
statute in force to which they would have been subject had the dece-
dent died then. In upholding the validity of the tax, the Supreme
Court laid down the rule that if the transfer or tenancy was subject
to an excise when made, s mere increase in the tex pursuant to a
policy of which the donor was forewsarned at the time he elected to
exercise the privilege does not change its character. It is only when
the nature of the tax burden imposed could not have been understood
and foreseen by the taxpayer at the time of the transection which
occasioned the tax that retromctivity will render the tax invalid. It
is interesting to note that practically all of our income tex laws have
been retroactive in the sense that they apply to income for the year
preceding the adoption of the taxing statute. The right to impose
such retroactive legislation has heen recognized for many yeers. In

&t 274 U, 8. 53).
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the cese of Stockdale 5. The Insurance Co., the Supreme Court made
the following comment on this point: _

The right of Congress to have imposed this tax by a new statute, although
the measure of it was governed b{ the Income of the past year, can not be doubted;
much leas ean it be doubted that it could impose such & tax on the income of the
current year, though part of that year had elapsed when the statute was passed.

The joint resolution of July 4, 1864 (13 Stat, L. 417), imposed
& tax of 5 per cent upon all income of the previous year, slthough one
tax on it had already been peid, and no one doubted the validity of
the tax or attempted to resist it. This view wae reaffirmed in the
case of Brushaber ». Union Pacific Railroad Co.,” in which the court
upheld the right to tax income during the period from March 1, 1913,
the effective date of the sixteenth amendment, to December 31, 1913,
although the revenue act of 1913 which imposed such tax was not
enacted until October 3, 1913,

A few of our exeise taxes have also been retroactive, For example,
the corporation excise tax in 1909 was not enacted until August 5
1909, although it applied to income for the whole calendar year, an
the munitions manufacture tax of the revenue act of 1916, passed
September 8, 1916, was retroactive to January 1 of that year. ore-
over, the capital stock tax increase in the revenue act of 1918, passed
Fehruary 24, 1919, was made retroactive to July 1, 1918.

From the foregoing the following rules meay be deduced as to the
power of Congress to impose retroactive taxation: '

(1) Congress may not tax a transaction retroactively if at the time
of the transaction there was no stetute in foree levying a tax of the
same character on such transaction.

(2) Congress may increase a tax retroactively if & tax of the same
character was in effect at the time the transaction subject to the tax
was entered into.

YIOLATION OF THE TENTH AMENDMENT

There are a few cases in which the Supreme Court has held that a
taxing statute was invalid because it violated the provisions of the
tenth amendment, which provides that **the powers not delegated
to the United States hy the Constitution, nor prohibited hy it to the
States, are reserved to the States, respectively, or to the people.”
A notable example of a violation of the tenth amendment is the child
labor tax law of February 24, 1919, which the Supreme Court held to
be unconstitutional on the ground that it attempted to regulate the
employment of child labor in the States, an exclusively State function
under the Federal Constitution and within the reservations of the
tenth amendment. In that case the court said:

Does this law impose a tax with only that incidenta: restraint and regulation
which g tax must inevitabliv involve? Or does it regulate by the use of the
so-called tax as a penalty? If a tax, it is clearly an excise,

The court held that the so-called tax was a penalty imposed
to coerce the peoplo of a State to act as Congress wished them to act
in respect of a matter completely the business of the State govern-
ment. Applying the saine principle, the Supreme Court held that the
future trading act wes unconstitutional, as it constituted an inter-

20 Wall, (U, 8.} 323,
w240 U. 5. M2
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ference with s police power reserved solely to the States.* However,
it is interesting to observe that the fact that the subject of the tax
is a privilege granted exclusively hy the State does not render the tax
invalid. This contention wes raised in Flint ». Stone Tracy Co. in
connection with the corporation excise tax of 1909.% In denying the
soundness of this contention the Supreme Court made the following
statement;

While the tax in this ease, as we have conatrued the statute, is imposed upon the
exercise of the privilege of doing business in a corporate capacity, ap such business
is done under authority of State franchises, it becomes necessary to coosider in
thia connection the right of the Federal Government to tax the activities of

rivato corporations which arise from the exercise of franchises granted by the
gtal.e in ereating and conferring powers upon such corporations. We think it is
the result of the cases heretofore decided in this court that such buainess activi-
ties, though exercised because of State-created franchises, are not beyood the
taxing power of the United Btatos.

The same contention was made in Knowlton v, Moore,® in which it
was afgued that the transmission of property hy death is exclusively
subject to the regular authority of the several States and that, there-
fore, Congress had no power to tax inheritances in any form. But
the court pointed out that such a contention was wholly unsound,
a8 conveyances, mortgages, leases, pledges, and, indeed, all property
end the contracts which arise from its ownership, are subject more or
less to State regulation, and that, therefore, under such a rule there
would be very few objects which the Federal Government could reach
by taxation.

TAXING COMPENBATION OF PRESBIDENT AND FEDERAL JUDGES

There has been considerable discussion relating to the power of
Congress to tax the salaries of the President and judges of United
States courts. The Constitution provides ® that the compensation
of the President shall not be inecreased or diminished during his terrn
of office. In the case of judeges of constitutional courts created under
Article IIT of the Constitution, it is provided that their compensa-
tion shall not be diminished during their continuance in office.” So
far as the power of taxation is concerned, the question has arisen as
to whether the taxing of the salaries of the President and Federal
judges constitutes a diminution of salary within the meaning of the
constitutional provisions referred to. The first case involving this
point was that of Evans v. Gore ™ and related to the salary of a
United States district judge for the western district of Kentucky.
This judge was appointed by the President with the advice and con-
sent of the Senate in 1899. He was clearly a judge of a constitutional
court within the meanj_nﬁ of Article IIT of the Constitution, The
Government taxed bis salary under the revenue act of 1918 which
included as income for the purpose of the income tax, the salary of
the President of the United States and of the judges of the supreme
and inferior courts of the United States. The Supreme Court held
that the taxation of such income smounted to a diminution of salary
and therefore came within the constitutional prohibition. This case

W Hl o, Wallacs, 250 U. 9. 144,
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settled the question as to the taxability of the salary of the
President or Federal judges appomted prior to the enactment of the
taxmg statute. It left open the question as to whether Congress had
the nght to tax the salaries of the President and Federal judges
appointed after the taxing act became effective. This last question
came before the Supreme Court m the case of Miles #. Graham.?
In that case, & judge of the Court of Claims was suing to recover the
income tax paid on his salary for the years 1910 and 1920,
This ju assumed office on Septemher 1, 1919, which was after the
date of the enactment of the revenue sct of 1918 (Fehruary 24, 1919)
under authority of which the Government collected the tax. The
Supreme Court also held this tax invalid, stating:

Does the circumstance that the defendant in error’s appointment came after
the taxing act require a different view concerning his right to exemption? The
answer depends upon the import of the word *‘ compenaation’” in the constitutional
provision. The words and history of the clause indicate that the purpose was to
impose upon Congress the duty definitely to declare what sum shsll be received
by each judge out of the public funds and the times for payment. When this
duty has heen compiled with, the amount specified becomes the compensation
which is protected against diminution during his confinuance in office.

The court then pointed out that the salary of the judge of the
Court of Claims was fixed by an act of Congress passed February 25,
1919, at 37,500 a year, and concluded as follows:

" The power of Congress definitely to fix the compeusation to be received at
stated intervals by judges thereafter appointed is clear. It is equally clear, we
think, that there is no power to tax a judge of a court of the United States on
account of the salary prescribed for him by law.

This last decision seems to indicate that if Congress has definitel
fixed the salary of a judge in a statute, prior to his appointment, suc
galary can not be diminished by subjecting it to an income tax.
The difficulty with this last decision is that the Supreme Court in a
later case ™ pointed out that the Court of Claims was not a constitu-
tional court estahlished under Artiele IIT of the Constitution, but a
legislative court. Judges of legislative courts do net appear to be
aubject to the constitutional prohibition, Among the legislative
courts might be mentioned the Court of Customs Appeals and the
Territ»o'riaﬁ courts. In the Old Colony Trust Co. case,’ the Supreme
Court held that the United States Board of Tax Appeals was not a
court. From the foregoing, it seems clear that the prohibition in the
Constitution applies only to the President and judges of constitu-
tional courts establishea pursuant to Article IIT of the Constitution,
In the revenue act of 1932, Congress has, by legislation, attempted to
meet the constitutional objections by requiring the President and
judges teking office after the date of t{e enactment of that act (June
6, 1932), to include the compensation received as such in their gross
income and has amended all acts fixing such compensation accord-
ingly. Thus, Congress has by such action definitely declared what
sum shell be received out of the public funds as compensation for the
President and Federal judges taking office after June 6, 1932. This
suin consiats of a certain amount less the income tax payable on such
amount by reason of the inclusion of such amount in gross income for
income-tax purposes.

138 U. 8. 501,
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TAXING BTATE FUNCTIONB

The Federal Government has no authority to tax the property
belonging to a State or one of its municipalities, or the meens and
instrumentalities employed by the State in the discharge of its ordi-
nary functions of government. This limitation arises not from any
express prohibition in the Constitution, but from the dual system of
owr Government. As stated by the Supreme Court in the Indian
Motoreycle case, 7 “‘this prineiple is implied from the independence
of the National and State Governments within their respective spheres
and from the provisions of the Constitution which look to the main-
tenance of the dual system.” But not every function of a State is
exempt from taxation by the Federal Government, States and
political subdivisions have two kinds of power—one that is govern-
mental and public, and one that i3 proprietary and private. In the
axercise of the former, the State and its poﬂtical subdivisions are
clothed with sovereignty. In the exercise of the letter, they are
troated as privete individuels.® Just what instrumentalities are
oxempt can not be stated in terms of universal application. As
pointed out by the Supreme Couwrt in Metcalf & Eddy v. Mitchell, ™
this limitation upon Faderal and State Governments must be given
such 8 practicel construction as will not unduly impsir the texing

ower oFone or the appropriate exercise of its functions by the other.

t is well settled that the exercise of such rights as the establishment
of a judiciary, the employment of persons to administer and execute
the laws, and similar governmentel functions, can not be taxed by
the Federsl Government.®

In e case decided as late as April 11, 19328 the Supreme Court
keld that the lessee’s income from the sale of oil and gas products
under a lease of State school lands was not taxable by the Federal
Government, since the lease constituted a governmentel instrumen-
tality of the State and to fax the income of the lessee arising there-
from would amount to an imposition upon the lease itself. Bonds of
State and municipal corporstions are held to be exempt from Federsl
taxation on the theory thatf such a fax would burden the exercise by
the State or a municipality of its power to borrow money.® The
salary of a State or municipel officer or employce engeged in the
exercise of & governmental function is also exempt.® Bonds exacted
by a municipal corporation as & condition precedent to the granting
of licenses, the issuence of which was commtted by the State to such
corporation, can not be taxed by the Federal Government.® Further-
more, Congress has no power to tax indirectly whet it can not tax
directly. %’hus, the Supreme Court holds that Congress has no power
to tax indirectly State obligations by refusing to their owners dedue-
tions allowed to others. This was brought out in the National Life
Insurence Co. case.®® In that case, an act of Congress taxing incomes
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of insurance compsnies granted & deduction for income-tax purposes
equal to 4 per cent of their reserve. Under the terms of the statute,
this deduction was considerably restricted if the taxpayer received
income from tax-exempt securities, The court held that such a
method of taxation constituted s discrimination sgainst the holders
of tax-exempt securities and was, therefore, invalid.

Not only is a State or political subdivision exempt from texation
in the exercise of its Government functions, but also it is not subject
to the Federal statute of [imitations in sulng to recover such taxes
when illegally collected by the Government. This was brought out
in the case of South Carolina », 1J. 8% In that case, the State of
South Carolina sought to recover special taxes collected by the United
States from the State dispensary commissioner and county dispensers
of liquors. The Government argued that the action could not be
maintained because the State had not complied with the Federal
statute of limitations requiring claim for refund to be made to the
Commissioner of Internal Revenue within a certain time as a con-
dition precedent to the bringing of suit. In answering this argument
on the part of the Government, the Court of Claims concluded as
follows:

There are a number of minor questions In the case which were exhaustively
argued by counsel on both sides, such as {on the part of the defendants) that the
claimant should have presented its claim to the Commissioner of Internal Revenue
for the remisgion of the tax as illegally collected; such as (on the part of the
claimant), that the statute (14 St. f p. 163, sec. 44), imposing this excise uses
only the term *“corporation,” and was not intended to apply to a State. But it
seems plain, if s State is & power above and exempt from the operation of the
revenue laws, that it ean pot be compelled to resort to them for redress; and,
conversely, that if & State is not a power conatitutionally exempt from al} national
taxation in its commercial transactions, but is, like other persons and corporate
bodies, subject to the conditions which the law imposes, the court can not read
into the statute an exemption which is not needed by reassonable construction or
by the ordinary principles of justice, and which will be an arbitrary departure
from the plain, positive, language of the stetute.

Tt is interesting to note that the Federal Government has no author-
ity to levy a tax on the sale by a manufacturer of any article to a
State or municipality for use in the exercise of a governmental func-
tion. This was decided by the Supreme Court in the Indian Motor-
cycle case ¥ in which tbe court held that the Federal Government is
without power to tax a sale of a motor ¢ycle by & manufacturer to a
city forits police service. It was brought out in that case that although
the tax was imposed directly on the manufacturer, the burden of the
tax fell upon the city, But the question still remains unanswered in
case the State or municipality buys from a wholesale or retail dealer
instead of from the manufacturer upon whom the taxisimyposed. Does
the manufacturer’s tax in such a case have to be refunded to the State
or political subdivision on the theory that it has been passed on to the
State or municipsality? In this connection, a resolution was proposed
in the Seventy-second Congress, first session, to secure complete
exemption of State or political subdivisions from any excise taxes
imposed under the revenue act of 1932, provided the articles subject
t0 such taxes were lE;urch ased for use in governmental purposes. This
resolution passed the House, but due to the short time%efore adjourn-
ment it was not considered by the Senate.® It was to apply chiefly to
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sales to the States or subdivisions made by those other than the pro-
ducer or manufacturer. The State or pohtical subdivision was to
gecure relief through a refund or eredit from the Treasury of the tax
gaid in respect of any article purchased by the State or political sub-
ivision for use solely m the exercise of a governmental function,
However, the constitutional Hmitation is not extended so as to
prohibit a tax on the manufacture of articles which are purchased by
a State or political subdivision. Here the connection between the
purchase hy the State and the tax on the manufacture is too remote
to constitute an interference with a State function.®® Another example
of the hurden bein,%D too remote to invalidate the tax is found in the
case of Denman v. Slayton,® in which the Supreme Court upheld the
provisions of the revenue act of 1921, denying deductions of interest
on money horrowed to purchase or carry tax-exempt securities of a
State or political suhdivision, even though the Federal Government
could not tax the interest from such secunties. This was also true in
the ease of Willecuts v. Bunn,® in which the Supreme Court held that
the Federal Government has the power to tax profits on the sale of
State or municipal securities. Furthermore, as pointed out before, if
& State or State agency engages in a private enterprise, it is subject
to tax to the same extent as a private individual. This was settled in
the South Carolina case uphoiding Federal cccupational taxes upon
ents of the State of South Caroline engaged in dispensing liguors.
ﬁoreover, it is no peart of the essential governmental functions of a
State to provide means of transportation, supply artificial light, water,
and the ]Eke.‘“ Thus the courts hold that the operation of street raiil-
ways, waterworks, licht and power plants, wharves, piers, and harbors
are not instrumentalities of the Government and are, therefore, tax-
able to the Federal Government.® The courts also do not regard
independent contractors as State employees and compensation re-
ceived by them from the State is treated as taxable, It is, of course,
very d.iﬁg::ult in many cases to draw the line between what are govern-
mental functions and what are proprietary or private functions, Fach
case stands upon its own footing and, as pointed out hefore, must be
iven such a practical construction as to permit hoth Federal and
tate Governments to function with the minimum of interference
from each other. '

EFFECT OF TREATIES UPON FEDERAL TAXING POWER

Some mention should be made as to the effect of treaties with
foreign countries upon the Federal taxing power. Under the Con-
stitution,™ a treaty is placed upon the same footing as an act of Con-
gress. If the two are inconsistent, the one last in date will control the
other. For example, a statute declaring that Russian hemp imported
into this country shall pay a dutf of $40 per ton was held by the Su-
preme Court to repeal the stipulation in a prior treaty with Russia
which in effect declared that the duty on Russian hemp should not be
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more than $25% The courts have also held that a steamship com-
pany clearing from Bremen, which port is in the Hanseatic Republics,
was liable for tonnage duties imposed by s Federal statute, as it was of
a later date than a treaty.® These cases seem to indicate that treaties
are not & limitation upon the Federal taxing power.

DOUBLE TAKATION A3 AFFECTING THE FEDERAL TAXING POWER

The question of the power of the Federal Government to impose
so-ca]leﬂ ““double taxation” has provoked considerable discussion
among tax experts and laymen alike. Regardless of any equitable
considerations which might influence congressional action In a matter
of this kind, it seems clear that Congress has the power to levy double
taxes. This was brought out in the early case of Patton », Brady,®
in which the Supreme Court upheld an agditiona.l excise tax imposed
by Congress upon manufactured tobacco, even though such tobacco
hed passed from the hands of the manufacturer to & dealer at the time
of the enactment of the act. In that case the court said:

Our conclusion, then, is that it {s within the power of Congress to increass an
excise, as well as a property tax, and that such an increase may be made at least
while the property is held for sale and before it has passed into the hands of the
consumer; that it is no part of the functinn of & court to inquire into the reasona-
bleness of the excise either as respects the amount or the property upon which it
is imposed.

In the past Congress has imposed a grest many taxes of this charac-
ter. They are known as floor taxes. For example, the revenue act
of 1918, section 604, imposed a floor tex of $3.20 upon distilled spirits
held on February 24, 1919, by any person and intended for sale for
beverage purposes. ‘This was in addition to the internal-revenue tax
which had been paid on such spirits prior to the enactment of the
revenue act of 1918. A floor tax was slso imposed by section 604 of
the revenue act of 1818 upon rectified spirits. The principle of double
taxation has also been applied to income taxes. Thus, in Hellmich v,
Hellman,™ the Supreme Court upheld the right of Congress to subject
to the normal tax gains by stockholders from the djstriEution of assets
of a corporation in liquidation, even though such gains consisted of
accumulated earnings and profits upon which a normel tax had salready
been paid by the corporation. Furthermore, in the Packard Motor
Car Co. case,” the Court of Claims held that Congress had the power
to tax in full the 1918 consolidated net income of effiliated corpora-
tions filing a consolidated return, even though a portion of such net
income had already been taxed when such companies filed returns as
geparate corporations in 1817, This view was also taken by Federal
Judge F. P. Schoonmeaker for the western district of Pennsylvenia
when he sustained the demurrer of the Government in & suit brought
by the Aluminum Co. of America and affiliated corporations to recover
$650,632.38 in income and excess-profits taxes for the year 1918. The
Board of Tax Appeals has slso applied the prineiple o[y double taxation
to sales of property upon the installment basis. In the case of Blum,
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{Inc.),! the board held that a taxpayer changing from the accrual to
the installment basis was required for income-tax purposes to report
payments recelved in prior years, notwithstanding the fact that an
income tax had already been paid on such profits for the prior years
when they were reported on the accrual basis.

In considering the question of double taxation, it is necessary not
only to view the picture from the standpoint of the Federal Govern-
ment but also from the standpoint of the individual who is required to
pay the tax. Both the Federal Government and the States in many
mnstances impose a tax upon the same subject, so that from the view-
point of the taxpayer & double tax may be said to be imposed in such
cases. However, the Supreme Court has pointed out that neither
the Federal Goverpment nor a State is under any constitutional obliga-
tion to make allowances on account of the taxes imposed by the
other.? Therefore, it seems clear that there is no objection from a
legal standpoint to the imposition of double taxation. The objections
to sucg form of taxation must be based upon practicable and equitable

ounds.
ngn concluding the discussion of the power of the Federal Govern-
ment to levy taxes, it seems proper to summarize certain important
principles which should always be kept in mind:

First. The power to levy taxes 18 a legislative power vested in
Congress, which can not he delegated to the President or to the courta.

Second. Congress can impose nearly every kind of tax. There are
however, certain exceptions to this general rule. Thus, arbitrary and
capricious taxes can not be imposed, or taxes on exports to foreign
countries, or taxes on State functions, or taxes for private purposes,

Third. Tf Congress levies direct taxes they must be apportioned
among the several States according to population. There is one
exception to this rule. Under the sixteenth amendment income taxes
are not required to be apportioned.

Fourth. If Congress levies indirect taxes, they are subject to the
rule of uniformity, that is, the taxes must operate “with the same
force and effect in every place {in the [Jnited States) where the subject
of it is found.” TIncome taxes, not being subject to the rule of appor-
tionment, are subject to the rule of uniiormity.

Fifth. Double taxzation is not prohibited to Congress, although it
may refuse to impose double taxation in many instances upon equit-
able or practicel grounds.

Sixth. There is no constitutional prohibition against retroactive
taxation if & tax of the same character was in effect at the time the
transaction subject to the tax was entered into.

{B) Of the State Governments

The power of a State to levy taxes differs materially from that of the
Federal Government. As shown in our previous discussion, the
Federal taxing power is derived from the Federal Constitution. This
is not true in the case of the States. The power of & State to impose
taxes is based upon its inherent right of sovereignty. This power is
subject to certain limitations, which are either inherent because of ita
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sovereignty or are embodied in the Federal or State Constitutions.
These limitations will be discussed in the following order:

(1) Inherent limitations;

(2) Limitations under the Federal Constitution; and

(3) Limitations under the State constitutions,

(1) InprRENT LIMITATIONS

Perhaps the best exposition of the inherent limitations upen the
taxing power of a State is found in the opinion of Justice Field in the
case of the State tax on foreign-held bonds,® in which he said:

The power of taxation, however vast in ita character and searching in its extent,
is necessarily limited to subjects within the jurisdiction of the State. These
subjecta are persons, property, and business. Whatever form taxation may
assume, whether as duties, imposts, excises, or licenses, it must relate to one of
these subjecta. It is not possible to conceive of any other, though as applied to
them, the taxation may be exereised in & great variety of ways. It may toueh
property in every shape, in its natural condition, in its manufactured form, and
in ite various transmutations. And the amount of the taxation may be deter-
miped by the value of the property, or its use, or its capacity, or iis productiveness.
It may touch business in the almost infinite forms in which it is condueted, in
professions, in commerce, in manufaciures, and in transportation. TUnless
restrained by provisions of the Federal Coustitution, the power of the State as
to the mode, form, and exteut of taxation is unlimited, where the subjects to
which it applies are within her jurisdiction.

Subsequent decisions of the Supreme Court make it clear that the
right to tax both real property and tangible personal property rests
upon the fact that it is situated within the jurisdiction of the State
imposing the tax. This is true regardless of the domicile of the owner.
The reason for such a rule is that if such property is outside of the
State imposing the tax, it is beyond the sovereignty of such taxing
State and can not receive the protection of its laws for which the
tax is supposed to be the compensation.* This rule was first laid down
in tha case of property taxes, the court stating it was unnecessary to
consider the question of the taxation of intangihle personal property
or of inheritance or succession taxes. However, in a recent case the
court has applied the same doctrine to the taxation of tangible per-
sonal property for inheritance tax purposes, stating that to lmpose
either a property tax or o death duty, the State must have jurisdiction
of the thing that is taxed®* In the case of intangible property a
different rule applies. The Supreme Court has held ® tﬁat intan-
gihle personal property is subject to & denth duty at the place of the
domicile of the owner. However, the court has not as yet passed
upon the taxability of intangible personal property which may be so
used in & State other than the owner’s domicile as to give it & situs
analogous to the actual situs of tangible personal property. More-
over, the court has pointed out that the State of incorporation may
tax the transfer of & stock of a nonresident decedent and the issue of a
new certificats to toke the place of the old, under the power generally
to impose taxes of that character. Such a tax, says the court, “‘1s
not & death duty which flows from the power to control the succes-
gion; it 18 & stock transfer tax which flows from the power of the State
to control and condition the operations of the corporation which it
creates,” §

115 Wall. (U. 8.) 319,

+ Unlon Transit Co. r. Kentucky, 198 U. 3. 24,

1 Friek p. Commenwealth of Pennsylvania, 268 T, §_ 40%,

1 Flrst Natlonal Bank of Doston 0. State of Maine, 53 8, Ct. I74.
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It appears that a State has the power to levy an income tax upon
the net income of a nonresident and of a foreign corporation if such
income ig derived from property located within the State or a business
carried on within the State. This was decided by the Supreme Court
in Shafler ». Carter {252 U. 8. 37), in which that court said:

That the State from whose laws Efoperty and business and industry derive the

rotection and security without which protection any gainful cceupation would
Ee impossible ig debarred from exacting a share of those gains in the form of
income taxes for the support of government is a proposition so wholly inconsistent
with fundamental principles as to be refuted by the mere stetement. That it
may tax the land but not the profits, the tree but not the fruit, the mine or well
but not the produce, the business but not the profit derived from it is wholly
inadmissible.

Many of the States also tax a resident or domestic corporation upon
the entire net income, even though derived from property or a business
located without the State. This has been upheld under authority
of such decisions as Crescent Manufacturing Company v. South
Carolina Tax Commission (129 8. . 480) and Maguire ». Trefry (253
U. 8.12). However, it is not certain whether the Supreme Court will
permit more than one State to tax the same income. In case it is
held that only one State can tax such income, the question will remain
as to whether such State is the one in which the taxpayer is a resi-
dent or the one in which the income is earned.

It should also be bome in mind that no State has the power to levy
a tax except for a public purpose. As an added precaution, some
State constitutions contain a provision that taxes sholl be laid for
public purposes only. But such a provision is unnecessary, for an
imposition lnid for a private purpose is not a “tax’" within the common
acceptation of the term and would violate a basic principle upon which
all of our State governments rest.

{2) LimiTaTioNs UNDER THE FEoERAL CONBSTITUTION
CONFLICT WITH FEDERAL LAWS AND TREATIES

The Federal Constitution 7 provides that ‘““this Constitution, and
the lnws of the United Stotes which shall be made in pursuance
thereof; and all treaties made, under authority of the United States,
shall be the supreme law of the land.” It has accordingly been held
that cvery act of Congress or treaty made pursuant to the Federal
Constitution is supreme and renders invalid all laws of the State or
provisions of the State constitution in conflict therewith.® A State
statute imposing taxes which is in conflict with a Federal law or
treaty, is of course, invalid, An interesting example of a State law
heing in conflict with a treaty is found in the recent case of Neilsen
v. Johnson.* In that case, the State of Iowa enncted an inheritance
tax law imposing a tax on property passing to nonresident aliens,
regardless of amount, and exempted property passing to citizens of
the State up to $15,000. This statute wes held invalid, as con-
flicting with a treaty with Denmark.

717, 8. Constitution, Art. VI
4 (tilbbons e, Ogden, '8 Wheat, (U '5. 3 A0
L RV |
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INTERFERENCE WITH FEDERAL BORROWING PdWER

The Constitution  gives Congress the power to borrow money on
the credit of the United States. This provision is clearly a limitation
upon the States’ power to levy taxes. A State has no right by taxe-
tion to burden this power, either directly or indirectly. Fer instance,
it is elementary that bonds or other securities of the United States
mey not be taxed by State authorities, for if this were permitted the
power of Congress to borrew money on the credit of the United States
weuld be burdencd and might be destroyed for that purpose. In the
case of Yeston ». Charleston,” the court held that stock issued for
loans made to the Government of the United States is not liable to
be taxed by State or munieipal ecrporntions, In this connection, the
court made the following statement:

The American people have conferred the power of borrowing money on their
Government and by making that Governiment supreme, have shiekded its action,
in the exereise of this power, from the action of the local governments.

Furthermore, as pointed out by the Supreme Court in State ex
rel. Missouri Insurance Co. », (zehner, 281 T. S. 313, since the
tex-exempt feature tends to Increase and is reflected in the market
price of Government securities, & State tax burden therecn would
edversely affect the terms upon which money may be borrowed to
execute the purposes of the general government. In that case, the
court held that a State may not subject cne to & preater burden upon
his taxable property merely becanse he owns tax-exempt securities.

PROHIEBITION UPON TONNAGE DUTIES

Under the Censtitution,'? it is provided that no State shall, without
the consent of Congress, lay & duty of tonnage. This clause was
designed to prevent the States from 1mpesing hindrances of this kind
to commerce carried on by vessels. A duty of tonnage, within the
menning of the Censtitution, is a charge upon & vessel, according to
its size or cepacity, for the privilege of navigating the public waters
of the country or of entering or leaving a port therem.** To determine
whether a charge is & duty of tonnage, the object or purpose of the
lavy must be carefully considered. If it is & contribution claimed
for the privilege of entering a port or remaining in it, or departing
from it, and is measured by the capacity of the vessel, it undoubtedly
falls within the Constitutional prohibition.!* However, & reasonable
wharfage charge to compensate 8 municipal corporation for the use
of its wharf is not a duty of tonnage,’* even though such wherfage
charges may be graduated by the tonnage of vessels using the wharf.®*
But & State cen not demand thet the master or warden of & port shall
receive a fee.®® It can, however, charge e toll for pessing through the
improved weters of a State '* and require keepers of ferries to pay a
license.”” It mey also impose a quarantine fee ¥ and e pilot fee for
performing pilot services.”

Wi, 8 Constitetion, Are. I, see, 8, ol 2

12 Pat, 484.

HYJ 8, Constituticn Art. I, see, 10, eb, 3.

W Southern Steamship Co, b. Port Wordens, 6 Wall. {U. 8.} 31; Huse 2. Gilover, 118 U, 3, &40,
W Panket Co. r. Keokuk, 95 U. 3. 34.

13 Ngrthwestern Union Packet Co. v St. Louis, 100 U, . 427,

® {(higchits Packing Co. p. Aiken, 120 U, §_ 448,

Y Wigging Ferry £o. 5, E. Bt Lowis, 107 1), 8, 875,

¥ Morgan Steamship Co. 2. Louisiana, 118 U, 8, 463,

¥ The Gueen, 206 Fod. 148, cert. clen, 23t U, 5. 750,
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IMPAIRMENT OF QBLIGATIONS OF A CONTRACT

The Federal Constitution ® provides that no State shall impair the
obligations of a contract. An early case on this point related to a
political subdivision of & Btate, which is subject to the same limitations
as the State. In 1871, the city of Charleston by ordinance directed
the city to retain out of dividends on city stock & tax assessed on all
the real and personal property in the city, The Suprene Court held
the ordinance void, as an hinpairment of the obligations of a contract
of the city with its creditors.® Furthermore, when the laws of a
State provide that a foreign corporation complying with certsin
conditions shall be subject to the same liabilities and duties as domestic
corporations of the same character, the State can not impose a higher
tax on the foreipn corporations than is imposed upon the domestic
corporations,? creover, a Pennsylvania statute making all bonds
and mortgages taxable and requiring a corporation to withhold a
certain amount from the interest due the bondholder and pey it over
to the State in the form of taxes, was held invelid.®

It seems clear that if a State issues bonds providing that they shall
be exempt from certain taxes, it can not thereafter impose such taxes
on such bonds without vioiating this clause of the Constitution,
However, the Supreme Court boids that & State may impose a lawful
tax on a new subject or an increased tax on an old one without impair-
ing the obligations of the contract, even though such a tax may in-
crease the debt of one person and lessen the security of the other, or
may impose additional burdens upon one ¢lass and relieve the burdens
of another.® Thus, & tax on insurance premiums was held not to
impair the obligations of an insurance contract; ® & tax upon a distrib-
uting agent by a city did not impair the obligetions of a contract
between the agent and his employer; ** a tax on royalties received from
mines did not impair the obligations of & contract between lessor and
lessee; ¥ also, a transfer tax upon the exercise of a power of appoint-
ment was held not to violate the obligations of a contract.?®

Yhile this prohibition upon the impairment of the obligations of a
contract has a very wide scope, it hos never been construed as a
limitation upon the power of eminent domain, which can not be
contracted awey by the State, To permit & State to divest itself by
contract of the right to exert its authority in governmental matiors
would, according to the Supreme Court, be a renunciation of power
to legislate for the preservation of society or to secure the performance
of essentin! governmental duties. Thus, the power of eminent
domain acts more or less as a check upon the power of a State to make
contracts.®

# 7). 5. Constitution Art. I, sec. 10, e), 1.

H Murray v Charleston, 08 I, 8. 432,

# pAmerican Smelting Co. ¢ Colorado, 204 U, §, 100,

¥ Drelaware Canal Co. ». Commissicner, 156 I 5. 200,

# Norti: Missouri Hailroad Co. 5. Maguira, 20 Wall, (U, 8,1 81,

¥ Home Ingorance Co. v, Augusts, 93 T 8. 120,

# Hehrer r. Stowart, 197 U. 5. 60,

¥ Lake Superior Consolidated Iron Minea s, Lord, 271 U. 8. 577,

] Chanle{ r. Kelsey, 205 U. 8. 468,

* Penngvivania Hospital o, Philedeiphis, 245 U, 3. 20; Oelveston Whar! Co. v, Qalvesion, 200 T. 8. 473,
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DIBCRIMINATION AGAINST CITIZEKS OF OTHER STATES

The Constitution * requires that citizens of each State shall be
entitled to all the privileges und immunities of citizens in the saveral
States. This provision prevents a State from taxing citizens of other
States who own property or carry on business within its territorial
limnits at o higher rate than its own citizens are toxed, under similar
conditions. However, the Supreme Court has held that corporations
are not citizens within the meaning of this provision.® There ore
many cases in which a State taxing statute has been held invalid
under this clause. Thus, a Maryland statute prohibiting persons
not permanent residents from selling goods within the State other
than agricultural products grown and goods manufactured in such
State, was held invalid.®

An annual license tax of $100 imposed in each county of Alabama
upon a person engaged in railway construction in the State, who had
his chief office outside the State, was held to be a discrimination, for
the reason thot a person in the same business but heving his office
within the State was subject to a similar license tax of only $25™
Furthermore, & New York income-tax provision was held to violate
this clause when it denied to all nonresidents the exemptions accorded
to residents, that is, $1,000 to single persons, $2,000 to married

ersons, and $200 for dependents. However, this clause has been
Eeld not to apply in the case of a State tax imposed upen the net
incoms of nonresidents derived from property within the State, on
the theory that as to nonresidents it is purely a tax upon the property
and business within the State to whicﬁ citizens of the State are not
subject, while in the case of citizens and residents it is purely a personal
tax measured by their incomes.® Furthermore, it has been held that
the State has the right in its income-tax law to confine o deduction
for sxpenses, losses, ete., to such as are connected with incoine arising.
from sources within the State.® Moreover, a Statestatute taxing the
business of hiring persons to labor outside of the State limits does not
violate this clause, as there is no discrimination between citizens of
otber States and citizens of that State® Nor is a State statute
imposing a transfer tax on the property of & nonresident decedent.
located in that State invalid.®

PROHIBITION TPON IMPCRTS AND EXPORTS

Under the Constitution,® no State without the consent of Congress
is permitted to lay any imposts or duties on imports and exports,
except what may be ahsolutely necessary for executing its inspection
laws. DBy this provision the States gave up their right to levy tnxes
on articles imported from or exported to foreign countries.® This
clause has no application to goods transported from one State to
another*® Furthermore, the term “imports and exports” as used

® 1], 8. Constitution, Art. IV, sec. 2, ¢l 1.

B Paplr. Vieghoia, 8 Wali, (U, 5.) 177,

# Ward v. Maryleod, 12 Wall, (U, 5.) 424,

M Chalker 5. Birmingham Railrosd Co,, 249 U, 8, 522

% Shafler p. Cartor, 252 U. 8. 37.

B Trgrize, Yale, 252 1. S. 80,

M Willinms p. Fears, 170 T, 3. 274,

¥ Commonwealth r. Fleet, 1562 Va. 353, cert. den. 270 U, 5. 887,
¥ 1J. 8. Constitution, Art. I, sec. 10, ol 2.

# Patanseo Guans . The Board of Agrleulture, 171 U, 8. 354,
# Coe r. Frrol, 116 U B, 527.
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in this clause refers only to property. It might be noted, however,
that a State would have no authority to tex immigrants brought into
this country.®® A bill of exchange is not an import or export, as it is
not transmitted through the orc% inery channels of commerce but by
mail #® Nor is a legacy payable to & nenresident slien.®

Not only is a State prohibited from levying a tax directly upon the
goods imported or exported, but it is alse prehibited from levying an
indirect tax by burdening the right to dispose of them. Goods do
not lose their character as imports or exports until they have passed
from: the control of the importer or exporter, or have been broken up
by him from the original package. This is the famous “unbreken

ackage doctrine” which was first announced by the Supreme Court
in Brown . Maryland.* However, as soon as the goods have reached
their destination and are held for sale, thev are no longer iinports or
exports and a State has the same right to subject them to taxation as
any other property located within its limits.® Among the taxes
which have been held invalid under this clause are & tax on the sale
of foreign goods by an auctioneer in original packages and before
they become incorporated into the general property of the State; 4
a stamp tax on bills of lading as applied to goods sent to a foreign
country; ¥ and a tax on German warehouse receipts for wh'sky
exported to Germany.*®

DENIAL OF DUE PROCESS

It is interesting to note that in a great many cases poing o the
Supreme Court, it is alleged as one of the grounds for rcﬁlef that the
taxing statute violates the fourteenth amendment,® in that it deprives
the taxpayer of property without due process of law. The purpase of
this provision of the fourteenth amendment was to extend to citizens
and residents of the State the same protection against arbitrery
State action as is afforded thein against arbitrary Federal action by
the fifth amendment. If, as in the case of o Federal law, a State
statute results in such a flagrant and palpable inequality between
the burden imposed end the benefit received as to amount to the arbi-
trary taking ol property without just compensation, it will be held to
violate this clause of the Constitution. Thus, the Supreme Court
held unconstitutional & provision of the Wisconsin inheritence tax
statute roviding that all pifts made within six years prior to the date

. of the donor’s death were in contemplation of death and, therefore,
taxeble regardless of the actual facts in the cese.® A Massachusetts
excise tex on successions was held repugnant to this clause in so far
as 1t applied to successions under trust deeds taking effect prior to the
enactment of the taxing lew.™ Furthermore, & Wisconsin statute
was held to be in viclation of this clause in requiring & joint return
fron husband and wife. TUnder that statute, the wife was required
to include all of her income in one return with that of her husband in

# New York o, Compagnie General Transatlantiguee, 107 U. §. 81,
# Nathen p. Louigiena, 8 How. (U, 8) 8L
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order to determine their tax liability. In holding that such a statute
was invalid, the Supreme Court said that a State had no right to
measure & tax on a person’s property or income by s reference to
another persen’s property or income. Most cases in which the
courts have held that there was a violation of the due process clause
deal with procedural questions as to whether & taxpayer has had an
opportunity to be heard in connection with the assessment and collec-
tion of the tax complained of. However, this clause does not re-
quire that the taxpayer be entitled to a judicial hearing; a hearing
before an administrative body is a sufficient compliance with the
provision, It is only necessary that the taxpayer be heard at some
stage of the proceedings.®

EQUAL FPROTECTION OF THE LAWS

The fourteenth amendment contains a provision that no State shall
deny to any person within its jurisdiction the equal protection of the
laws. 1If this provision were applied litersally, it would undoubtedly
seriously cripple the taxing power of & State. However, the Supreme
Court has pointed out that it was not intended by this clause to require
a State to adopt an iron rule of uniformity or to prevent the classifica-
tion of property for purposes of taxation. Equal protection of the
laws is accomplished if the classification is a reasonable one, that is,
not based upon arbitrary distinctions, and there is equality within
the classification itself.® We will mention a few of the cases in which
the Supreme Court has invalidated a statute because of this clause.
If a foreign corporation has come into a State in compliance with its
laws and has acquired property therein, n State will violate this pro-
vision if 1t imposes an addptlonal excise tax for the privilege of doing
business within the State in case such a tax is not imposed upon
domestic corporations of like character.®

Furthermore, a license tax upon the sale of automobiles within the’
State where the rate of tax was made to depend upon the amount of
asgsets which the vendor had within the State, was held invalid,* and &
law requiring a person insuring with a foreign corporation not doing
business witgin the State to pay a tax also constituted a violation of
this clavee.® Moreover, a State statute conflicts with this provision
if 1t exempts from taxation domestic corporations doing business
solely within the State but taxes domestic corporations doing business
both within and without the State.”” Even in a case where there is a
lawful tax, the taxpayer may be denied equal protection of the laws
through the manner of its assessment or collection. Thus, if the
property of a corporation were assessed under a State drainage
statute on a different basis than lands used for agricultural purposes
end at an exorbitent figure, equal protection of the laws is denied,®
and if the property of a State has becn systematically underaﬂsessed
the assessment of similar property of a single individuasl at its full
value will be set aside.®

M Depanw University o, Brunk, K2 8. (2t 404,

# Shafler 5. Carter, 252 U. 5. 37, lopkins r. Southern California Telephone Co.; 48 5. Ct. 180.
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On the other hand, there are many cases in which the Supreme
Court has held that the taxpayer has not been denied equal protec-
tion of the laws under a texing statute. Recently, the high court
denied review of & case in which Chicago property owners challenged
tazxes on real estate in Cook County on the ground that personal
¥ropert.y does not bear its full proportion of the tax burden. The
ollowing have been held by the Supreme Court not to violate this
provision of the Constitution:

1. Assessing savings banks in s manner different from other classes
of banks.®

2. A pradusated income tag.®

3. An Inheritance tax statute classifying lineals, eollaterals, and
strangers in blood, and subjecting them to a %.iﬂ'erent rate of taxation.®?

4. Classifying property for inheritance tax purposes according to
the real and personal property situated within the State.®

5. The imposition of an additional transfer tax on investments
escaping their shere of tax burden during life of investor and held by
him at his death.*

8. Exempting from inheritance taxation religious and educational
institutions of the State and taxing religious and educstional institu-
tions of other States.®

7. Taxing anthracite coal and not bituminous coal.®

8. Discriminating hetween memherships in local and foreign stock
exchanges.”

9. Classifying merchants according to the maximum end minimum
amount of sales %

Many other cases might he mentioned in which the Supreme Court
has held thet & State statute did not deny equal protection of the
laws. As pointed out before, the test in all of these cases must he
that the classification for taxation purposes is not arbitrary or
unreesonahle and that it operates uniformly upon all subjects falling
within such class.

INTERFERENCE WITH INTERSTATE AND FOREIGN COMMERCE

The Federal Government is granted under the Constitution ® the
power to regulate commerce with forelgn nations, among the several
States, and with the Indian tribes. 'This is another limitation upon
the taxing power of a State.

While it may tax property loeated in the State and used in carrying
on commerce, it has no authority to tax foreign arnd interstate com-
merce as such.” If the property is actually in transit to a foreign
country or to another State, it 13 exempt from taxation. This pro-
hibition upon the State applies not only to o tox laid on the transpor-

® Farmers’ Savings Bank o. Minnesobs, 232 U, S, 514
4 Alderman v Wells, 85 8, Ct. 507,
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tation of the article of commerce but also to the receipts derived {from
such transportation or the business or occupation of carrying it on,
regardless of the instrumentalities or means employed to that end.™
To determine when an article ceases to be subject to the State taxing
power because it is in interstate or foreign commerce, is sometimes
very difficult. The Supreme Court has stated that the moment of
time when the State power ceases is when the article commences its
final movement for transportation from the State of its origin to that
of its destination. Thus, in Heisler ». Thomas Colliery Co.,” it was
held that anthracite coal when prepared and ready for shipment or
market but not yet moved from the place of production, was not in
interstate commerce and was, therefore, still subject to the taxing
vower of the State of Pennsylvania. A State tax computed on the
palue of gas at the well before it enters interstate commerce was also
upheld by the Supreme Court.”” On the other hand, it was held that
oil stored in tanks for export shipment after transportation from
another State was not subject to State texation, since the storage was
art of the continuous interstate shipment.™ Moreover, if the

subjects of taxation can be separated so &s to distinguish between com-
.merce within and without the State, a tax on the commerce within the
State will be upheld. Thus, an occupation tax may be lawfully
imposed on one engaged in both interstate and intrastate commerce,
if it is clear that one e ed solely in interstate commerce would not
be taxed.™ In the case of gasoline, the Supreme Court has held that
it is subject to State texation when the interstate transportation has
ended and the commodity comes to rest within the State, provided
it is not discriminated against as compared with domestic gesoline.™
While a State may not interfere either directly or indirectly with prop-
erty in interstete commerce, the Supreme Court has held that it ean
compel motor vehicles engaged exclusively in interstate commerce to
pay & reasonable charge as a contribution to the cost of the highways
in the State. This charge must, however, bear a reasonable relation-
ship to the service rendered.™

ﬂl closing this discussion of the commerce clause, it might be well
to mention what may be the subject of interstate or foreign commerce.
In a very early case, the Supreme Court pointed out that policies of
insurance were not commerce within the meaning of this clause.”
However, radio broadcasting constitutes interstate commerce,” as
well as the transportation of oil or gas by pipe lines.™ Furt.hennore,
contracts bearing a direct relation to interstate commerce are not
subject to State taxation.® It makes no difference whether the com-
merce is carried on by corporation or individuals; both are protected
from State interference under this clause.
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INTERFERENCE WITH FEDERAL FUNCTIONS

It has already been shown that the Federal Government has no
power to tax the governmental functions of a State, due to its sov-
ereign character. For the same reason, a State has no power to tax
the property or instrumentalities of the Federal Government. Instru-
ments of Government include the officers appointed to enact, execute,
and expound the laws, and the public buildings erected and occupied
for uses of government. A State, like the Federal Government, can
not evade this limitation by accomplishing indirectly what it can not
do direetly. Thus, a tax on a retail sale of gasoline purchased by the
Umted States for the use of its Coast Guard fleet was held invalid,
as an Interference with a Federal instrumentality ® A statute of
Massachusetts was held unconstitutional in imposing an excise tax
upen all corporations doing business within the State, because the
measure of the tax was based upen the corperations’ incomes from all
sources, including Federal securites. It was shown that the legis-
lature of Massachusetts was aiming directly at the taxation of Federal
securities, for the reason that a prior statute on the same subject had
expressly exempted them.® On the other hand, a New York statute
of the same character was upheld on the ground that it was not aimed
at the taxation of Federal securities,® Furthermore, in Pacific Co.
. Johnson, 285 U. 8. 480, the Supreme Court upheld a California
statute levying an excise tax on corporations measured by net income
and directing the inclusion of interest on Federal and State securities,
even though the State constitution had formerly exempted such
gecurities from taxation. It haslong been recognized that the salaries
of Federal officers and employecs are not subject to the State taxing
power.® It was also pointed out in Missouri ¢. Gehner * that a State
had no right to melude Federal securities m the valuation of property
in taxing the assests of insurance companies. But this immunity
from State taxation does not extend to anything lying outside or
beyond the governmental funections and their exertion.

Thus, the Supreme Court has held that the State of New York
had the right to tax gross receipts of royalties froin copyrights granted
by the Fegeru] Government.® In that case, the court stated that such
a copyright, while granted by the Federal (Government, was not a
franchise or privilege to be exercised on behalf of the Government or
in perferming a function of government, for after the copyright was
granted it was exercised by the owner for his own personal profit.
Furthermore, where a private corporation is granted a privilege or
franchise to effect some governmental purpose, the property employed
by such corporation in the exercise of such privilege is not exempt
from State taxation even though the State can not tax the privilege
itself¥ In determining the exemption of & Federal instrumentality
froin State taxation, the courts will apply such a practical construction
as will not unduly impair the taxing power of the State or the appro-
printe exercise of the governmental functions of the Federal Govern-
ment,

# Panhandle (1] Co. v, Mississippi, 277 1. 8. 618,

$2 Mamallen Co, v, Commonweilth of Massachusatts, 279 T, 5, 620,

# Eduaecational Films Corporation of America 8. Ward, 282 T, 8. 373,

# Debbhins v. Commissioner of Erie County, 16 Pet. (U, 8.) 435,

& 28] U, 8, 313,

# Fox Film Cerporation e, Georgia, decided by 5. Ct. on May 18, 1932,

¢ Susquehannn Fower Co. . State Tax Commission of Maryland, 51 5. Ct, 434,
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FULL FAITH AND CREDIT CLAUBE

There has been some question as to whether or not the full feith and
credit clause ®¥ imposes any limitation upon the taxing power of a
State. Nothing has developed up to the present time which indicetes
that this clause is in any way a limitation upon a State’s taxing power.
However, judicial proceedings in one State, under which inheritance
taxes have been paid and the administration of the estate closed, are
denied full faith and credit by the action of & probate court in another
State in assuming jurisdiction and assessing inheritance taxes ageinst
the beneficiaries, where under the law of the former State the order
of the prohate court harring all creditors who failed to file claims
within a certain time was binding upon all.*

{3) LIMITATIONS UNDER THE STATE CONSTITUTIONS

The taxing power of a State is restricted not only hy the Federal
Constitution but also by its own State constitution. It is impossible
to set forth in a report of this nature ell of the limitations expressed
or implied in the various constitutions of all of the 48 States, Some
State constitutions contain very comprehensive provisions, in o few
cases even specifving the subjects of taxation and the rate and amount
of tax, leaving the legislature little discretion in the enactment of
laws putting them into effect. Others are couched in genera] terms
and seme are very brief, permitting wide discretion to tﬁe legislature,
For the purpose of this report, all that can be accomplished is to call
attention to the existence of such limitations and set forth a few of
those of general] character.

The constitutions of all but two States, namely, New York and
Connecticut, contain provisions which either expressly or impliedly
require equality and uniformity in taxation. The language of these
provisions varies considerably. In some instences, equality or uni-
formity is implied from very generul language. For example, the
constitution of Vermont contains a quaint provision requiring ench
citizen to contribute his proportion toward the expense of protection
which the State affords to him. The consitution of Idaho provides
that all general laws (which include taxing statutes) must be uniform
throughout the State, and the constitution of Rhode Island provides
that the burden of the State ought to be evenly distributed among its
citizens.

In considering the express provisions of the various State consti-
tutions, we find that many constitutions require the tax to be assessed
in proportion to the value of the property. Examples of such pro-
visions are found in the constitutions of Alabama, California, Illinois,
Mississippi, Missourl, Nevada, Tennessee, Texas, and West Virginia.
The constitutions of Colorado, Indiana, Montana, and Wyoming
require the legislature to provide for a just valuation of property.
The constitution of Kentucky requires all property not exempt from
taxation to he assessed at its fatr cash value, estimated at the price
it would hring at a fair voluntary sele. The constitution of Louisiana
provides that property can not be assessed for more than its aetual
cash value. In Maine taxes upon real and perscnal property must

¥ 1. 3, Canslitutinn Art, IV, see, I,
® Tilt p, Kelsey, 207 U, 5, 43.
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be assessed according to the just value thereof, but the legislature is
given authority to levy a tax upon intangible personal property with-
out regard to the rate applied to other property. In Michigan
assessments on property must be at the cash value. In Nebraska
the legislature is required to levy taxes by veluation uniformly and
groportionately upoen all tangible property and franchises. The New

ersey constitution requires assessments to be made according to true
value. In New Mexico taxes on tangible property must be in pro-
portion to value. The constitution of North Carolina requires real
and personal property, including moneys, credits, and mvestments
in bonds and stocks, to he assessed according to the true value in
money. In Ohio lands and improvements are required to be taxed
by uniform rule according to value, The constitution of Utah pro-
vides that property must be subject to a uniform and equal rate of
assessment, according to its value in money. Virginia provides reol
and tangible persona% property to be assessed at its fair market value,
to be ascerteined by law.

The requirement that taxes shall he assessed according to value is
generally applied solely to what is known as ‘“property’ taxes.
However, some of our State constitutions define ‘‘property” to in-
clude even incomes and franchises. The California constitution de-
fines ““property” as mecluding “moneys, credits, honds, stocks, dues,
franchises, and all other matters and things, real, personal, and mixed,
capable of private ownership, provided that & mort age, contract,
or other ohligation by which a deht is secured upon lands, together
with the money represented by such deht, shall not be constdered
gro(ferty subject to taxation.” The Illincis income tax law was

eld to be unconstitutional because “income”” was defined as ‘‘prop-
erty " under the Illincis constituticn. In holding the statute to be
invalid, the Illincis Supreme Court made the following comment
(Bachrach ». Nelson):

The word “groperty” a8 used in our constitution includes income, and income
la property. Therefore, it necessarily follows that under the constitution of the
State all taxes must be levied by valuation, so that every person and corporation
shall pay & tax in proportion te the valuation of his or its property.

Pointing to the fact that the income tax provides for a graduated
scale, the court concluded that “graduation” wes not “valuation,”
and was not ‘‘uniform’’ as required by the constitution. Recently
the Supreme Court of Tennessee held that the income tax law of that
State was unconstitutional, on the ground that it was a property tax
and, therefore, subject to the valuation requirement. In those States
which define “mecome’’ as ‘‘property,’” this constitutional provision
has played havoc with their desire to enter the income-tax field so as
to lessen the general property tax hurden. Some States have provided
for such a situation by granting the legislature express autﬁorit,y in
their constitutions to levy both {lat and graduated income taxes.
This is true in Arizona, California, Massachusetts (which permita
taxing income from property at a higher rate than unearned income),
QOklahoma, North Carclina (if the rate of tax does not exceed 8 per
cent, exemptions are not less than $2,000 for married persons or heads
of families, or $1,000 for single persons, and no deductions for living
expenses are allowed), South Dekota, Utah, Virginia {(on incomes in
excess of $600), and Wisconsin. A few States have recently proposed
amendments to their constitutions, to be voted upon at the fall

et § " i,
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election, specifically stating that ‘““income’ shell not be considered

“property” for the purpose of ad valorem taxes. Alabama, Minne-

sota, Washington, and West Virginia are some of the States proposing

is)uch amendments as & means of offsetting the general property tax
urden,

Some State constitutions require a valuation of property for assess-
ment purposes at regular periods. Thus, the constitutions of Maine
and Massachusetts require a valuation at least every 10 years. The
constitution of Michigan requires the annual assessments, which are
made by townsbip officers, to be equalized by a State board which
reviews them for that purpose every five years. Under the Rbode
Island constitution, the legislature is required to provide for new
valuations from time to time in such manner as they may deem best.
While some States contain no express provisions on this subject, the
necessity for making new valuations is implied and the period is left
for legislative discretion.

There are some State constitutions which require that all taxes must

be uniform upon the same class of property within the territorial
limits of the suthority levying the tax. Under such a provision,
property classification is not precluded, the only restriction being
that the classification must be a reascnable one and not arbitrary or
capricious. Examples of such provisions are contained in the con-
stitutions of Arizona, Colorado, Delaware, Georgia, Kentucky,
Louisiana, Minnesota, Missouri, Montans, Oklshoma, Pennsyl-
vania, South Dakota, and Virginia. Michigan’s constitution requires
a uniform rate of taxation, except on property paying specific taxes,
in which cases the taxes are required to be uniform as to class. The
constitution of Nebraska requires the legislature to levy taxes by
valuation uniformly and proportionately upon all tangible property
aind franchises, snd upon ﬂ.ﬁoot.her property, taxes uniform as to
class. .
In other States, the constitutions require taxes to be both equal and
uniform, This is the rule in Indisna, Mississippi, New Mexico,
Nevada, and West Virginia. In Florids, the legislature is required to
provide a uniform and equal rate of taxation, except on intangibles
on which it may impose a special rate not in excess of 5 mills on the
dollar of the asscssed valuation of such intangible property. In
Kansas the legislature is required to provide a uniform and equal
rate of taxation, except mineral preduects, money, notes, and other
evidence of indebtedness may be classified and taxed uniformly as to
class. In Utah, property must he subject to & uniform and equal rate
of taxation according to its value in money.

There are a few States wbich merely require the taxes to be uniform
This rule applies in North Carolina, {;Va.shington, and Wyoming. In
Massachussetts, proportionate and reasonable taxes may be %evied
upon inhabitents within the State. In Wisconsin, the constitution
requires that the rule of taxation shall be uniform and taxes shall be
levied upon property with such clussifications as to forests and miner-
als, as the legislature shall prescribe.

Due to the different wording of the above provisions, the decisions
are not altogether uniform as to what constitutes a violation of their
requirements. In general, ‘equality’” of taxation is accomplished
when the burden of the tax falls equally or imﬁartia.lly upon ail per-
sons subject to it; and “uniformity,” when all taxable property is,
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alike, subject to the tax. In most States, the State constitution
requires the taxation of all property within the State, subject to cer-
tain exemptions granted by the State comstitution itself, If the
State constitution requires the taxation of all property within the
State, the legislature 1s without authority to tax real property and
exempt personal property, or vice versa. But the Supreme Court has
pointed out that in the absence of State constitutional provisions,
the lemslature is not required to make taxation both equal and umni-
form. Under such circumstences, the only limitation confronting
the legisiature is the “equal protection of the laws’ provision of the
Federal Constitution, requiring taxation of all property in the same
class in an equal manner,

Moreover, the requirements of equality and uniformity in the
State constitutions apply, for the most part, to taxes upon “property’”’
ag distinguished from tazes on franchises, privileges, occupations
licenses, or local assessments for improvements especially benefitted
thereby. However, as heretofore pointed out, the California con-
stitution specifically includes franchises in its definition of * property,”
and Nehraska’s constitution requires taxes upon franchises to he
levied proportionately and by valuation. On the other hand, many
State constitutions speciﬁcaﬁy authorize the laying of taxes upon
privileges, franchises, occupations, incomes, inheritances, estates,
and successions. 'Thus, in_Arizona, the constitution gives the legis-
lature authority to levy license, franchise, gross revenue, excise,
gradunted income and death dutics, stamp, and other specific taxes.
Culifornia authorizes the taxation of licenses, railroads, express com-

anies, telcgraph companies, insurance companies, and savings and
oan associations. In Florida, the legislature is authorized to levy
g special cupitation tax, limited in its scope, and license taxes. While
income taxcs are prohibited, the State constitution authorizes the
levying of inheritance or estate taxes suflicient to absorb the 80 per
cent credit allowed under the Federal cstate tax, Other States
authorizing occupational, franchise, and license taxes include Illinois,
Louisiana, Massachusetts, Nebraska, North Carolina, Ohio, Okla-
home, South Dalkota, Tennessee, Texas, Utah, Virginia, West Vir-
ginia, and Wisconsin,

Many State constitutions speeily the property which 15 exempt
from taxation and provide that all other property shall be subject
to taxation. In many cases, Federal, State, county, or municipal
property is made tax cxenupt and the legislature is given authority
to excinpt property used for cemeteries, charitable, religious, educa-
tional, scientific purposes, etc. Bonds of the State, its counties and
municipalities, are also exempt fromn taxation in many cases. In
sone State constitutions, the property of widows, honorahly dis-
charged sailors, soldiers, Unite(f States Marines, and Army nurses,
who are residents of the State are exempted from the gencral prO{Jlerty
tax up to limited amounts. Alinost all States provide a small ex-
emption for heads of families,

The constitutions of many States provide that taxes shall only be
laid for a public purpose. As pointed out before, this limitation is
implied from the inherent sovereignty of the State, and the constitu-
tional provision adds nothing to its effectiveness, There are a few
State constitutions, however, which specifically prohibit the levying
of taxes for certain purposes. For example, the Arizona constitution
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contains & provision that no tax shall be laid in aid of any church, or
private or sectarian school, or any public service corporation. Fur-
thermore, the constitutions of practicelly all the States require the
legisiature to state the purpose of the tax clearly in the law and provide
thet such tax may only be applied to the purpose stated.

A few State constitutions provide speeific methods for the taxation
of natural resources, Under the California constitution, the rate and
amount of the tax is provided for in the case of railroad companies,
Pullman and refrifera.tor cary, telegraph companies, insurance coms-
panies, banks and banking, gas, electricity, and savings and loan
associations. In most State constitntions, there is & maximum limit
provided for the general property tax. In a few State constitutions,
as has already been pointed out, limitations are fixed as to the maxi-
mum rate and exemptions for income tax purposes. Many State
constitutions provide that the power to tax shall not be surrendered
or contracted away by the legislature. This is especially the rule
in the case of the taxation of corporations. In & few instances, the
State constitutions contain provisions identical with those contained
in the Federal Constitution, such as the provision prohibiting the
impairment of contracts, the due process clause, and the equal pro-
tection of the laws provision.

As heretofore pointed out, double taxation is not prohibited by the
Federal Constitution, and where not forbidden by the State constitu-
tion, it is generally held to be within the power of the State. Some
State constitutions expressly prohibit double tfaxation. Others,
because of their equality and uniformity provisions, render double
taxation invalid. In a very recent case, it was held by a Kentucky
sourt that to constitute denble taxation, two or more taxes must be
imposed on the same property, by the same government, during the
same taxing period, and for the same purpose, This is also the rule
ap}i‘r\lied in the majority of the States.

he limitations upon the power of State governments to levy taxes,
as set forth above, may be briefly summarized as follows with respect
to inberent limitations:

(1) No Btate has any authority to tax real property or tangible personal
property located outside of its borders. In the case of intangible property, the
rule generally applied is that the State of domicile is the only State which has
authority to levy the tax. This last rule is subject to certain exceptions. For
ingtance, there are certain cases in which intangible property may acquire a
businese situs in a State other than that of the domicile of the owner: 1In such

a case it may be possible for the State in which suen property is located to impose
the tax.

{2) A State has no auvthority to impose a tax except for a public purpose.

The limitetions on the taxing power of the States under the Federal
Constitution may be summarized as follows:

{1) A State has no power to levy a tax in conflict with the Constitution of the
United States, the laws of the United States, or treaties eniered into by the
United States.

{2y Bonds or other securities of the United States may not be taxed by State
authorities, for to do so would be an interference with the express power given
Congress in the Federal Constitution to borrow money.

(3) No State has any authority to levy a duty of tonnage. A duty of tonnage,
within the meaning of the Federal Constitution, is a charge upon a vessel, accord-
ing to its size or capacity, for the privilege of navigating the public waters of the
couniry or of entering or leaving & port therein,

{4) No State has apy authority to Impair the obligations of a contract. For
instance, a State might issue bonds providing that they should be exempt from
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the payment of certain taxes. It would thereafter have no authority to require
such bonds to be subject to such taxes. This last statement must be modified
to the extent that the State constitution prohibits the State from contracting
away the right to impose taxes.

(5) No State has any power by taxation to discriminate against the citizens of
other States. For example, & State has no authority to tax citizens of other
States who own property or carry on business within its territorial limits at a higher
rate than its own citizens are taxed under similar conditions.

(6) No State has any authority to levy taxes on articles imported from, or
exported to, foreign countries.

(7) No State has authority by taxation to deprive a taxpayer of property with-
out due process of law. The purpose of such a prohibition is to extend to citizens
and residents of the State the same protection against arbitrary State action as is
afforded them against arbitrary Federal action by the fifth amendment.

(8) No State has any power to levy any tax which denies to any person within
its jurisdiction the equal protection of the laws. Equal protection of the laws is
accomplished if the classification for taxation is a reasonable one, that is, not based
upon arbitrary distinctions, and there is equality within the classification itself.

(9) No State has any power to interfere by taxation with interstate or foreign
commerce. This prohibition applies not only to & tax laid on the transportation
of the article of commerce but also to the receipts derived from such transporta-
tion or the business or occupation of carrying it on. The moment of time when
the State’s power of taxation ceases is when the article to be taxed commences
its final movement for transportation from the State of its origin to that of its
destination.

(10) A State has no power to tax the property of the Federal Government or to
interfere by taxation with the exercise of Federal functions.

The limitations imposed on the State legislators by the constitu-
tions of their respective States may be summed up as follows:

(1) The constitutions of many of the States contain Erovisions requiring
equalty and uniformity in taxation. Some require that the taxation shall be
equal and uniform, some that the property shall be taxed in proportion to its
value, others that all taxes shall be uniform upon the same class of objeets within
the territorial limits of the authority levying the tax, and still others that the
legislature shall provide for an equal and uniform rate of assessment and taxation.
Due to the different wording of the above provisions, the decisions are not alto-
gether uniform as to what constitutes a violation of their requirements. In
general, equality of taxation is accomplished when the burden of the tax falls
equally or impartially upon all persons subject to it; and uniformity, when all
taxable property is, alike, subject to the tax. As a general rule, the equality and
uniformity restrictions apply only to property taxes, as distinguished from taxes
upon occupations, licenses, etc.

(2) Many State constitutions specifically provide the property which shall be
exempt from taxation and require the taxation of all other property. Many
State constitutions fix the maximum rate of the property tax. Some, like North
Carolina and Virginia, fix the rate for income tax purposes and, in a few instances,
for estate tax purposes.

(C) Of municipalities, counties, and townships.

The power of taxation which counties, cities, townships, and other
local subdivisions possess is, according to the great weight of authority,
not an inherent power but a power delegate§ by the State and, there-
fore, limited by the scope of the delegated authority. It is generally
true that every political subdivision of a State which levies taxes upon
its people must be able to show some authority from the State to
support its demand. This authority may be either in the State con-
stitution or in legislative enactments. The principle of home rule
has become so firmly imbedded in our republican form of government
that many State constitutions expressly prohibit the State legislature
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from levying taxes for local purposes as distinguished from State
purposes, In such cases, the constitutions give the local governments
the power to inipose local texes under a general suthorization of the
legislature. However, it is not always easy to determine whether s
tax is for a local purpose or for a State purpose. For instance, a local
Fovemmcnt would not have the authority to protest agamst. the
evying of a tex to provide revenue for police protection, as one of
the highest duties of the State is to preserve the public peace. It is
also true that the legislature may impose taxes to provide for the
public health, the public highways, and many other matters which
affect the Btate as a whole. {n the other hand, local improvements,
etc,, would appear to be entirely within the control of the local govern-
ments. In levying texes for local purposes, it is well settled that the
local government has no euthority to extend its taxation provisions
to property loceted outside of its distriet. It must confine its taxation
to property loceted within the district and the tax must operate uni-
formly within such district.

2. TAXES IMPOSED BY THE FEDERAL GOYERNMENT

The Federal Government imposes no direct taxes except the
income tax, and due to the langusge of the sixtecnth amendment
that tax is subject to the rule of uniformity and not to the rule of
apportionment applied to other direct taxes. Hence, the Federal
income tax in its practical effect is an indireet tax.

The present Federal internal-revenue taxes are gs follows:

Income tax on individuals, trusts, and partnershipas.

Income tax on corporations.

Estate tax.

Gift tax.

Bales taxes on tangible items, including tobacco, beer, ligucrs, wines, auto-
mobiles, auto trucks, auto accessories, cameras and photographic apparatus,
ecandy and chewing gum, adulterated butter, filled cheese, articles madeof fur,
mixed flour, firearms and shells, gasoline, jewelry and watches, lubricating oil,
matches, mechanical refrigerators, oleomargarine, plaving cards, tadios nnd
phonographs, sporting goods, soft drinks, foilet preparations, tires and tubes,
wort and malt syrup, and nareoties.

Bates faxes on intangible items, including admissions, club dues, issues of bonds
and capital stock, transfers of bonds and eapital stock, deeds of eonveyance, sales
of produce for future delivery, electrical energy, telephone and telegraph mes-
sages, transportation of oi. by pipeline, leases of safe-deposit boxes, foreign
passage tickets, and foreign insurance premiuvins.

Occupational taxes, including taxes on liguor dealers, rectifiers, brewers, and
manufacturers of stills; manufacturers of oleomargarine, adulterated butter, and
filled cheese; wholesale and retail dealers in oleomargarine and adulterated butter;
manufactuters and packers of mixed four; imposrters and manufacturers of nar-
cotics; wholesale and retail dealers in nareotics, ineluding physicians; and use
of yachta.

Miscellanecus taxes, including a tax on checks and drafts, and a tax on bank
circulation.

In eddition to the above taxes, the Government also receives
income from customs duties. Furthermore, the Government frem
time to timne receives payments from miscellaneous sources, such as

interest on trust funds snd pavments by foreign nations on account
of their war debis.

153011--33—40



72  PRELIMINARY REPORT ON FEDERAL AND STATE TAXATION

The method of raising the revenue has undergone & very great
change in the last 20 years. In the fiscal year 1913 the total expen-
ditures of the Government were $725,000,000 and the total receipts
$724,000,000, & practical balance. Of this amount, $345,000,000, or
about 47 per cent, was raised from internal-revenue taxes and
$379,000,000, or 53 per cent, was reised from customs and other mis-
cellaneous receipts. Customs alone accounted for $319,000,000. In
1913 out of $345,000,000 of internal-revenue taxes the sales taxes on
liquor and tobacco accounted for $300,000,000 of that sum.

Our problem for the fiscal year 1933 was entirely different. For
that year the totel expenditures were estimated at approximately
$3,957,000,000. A revenue propram was formulated wiich, it was
hoped, would produce $3,126,000,000. However, this program is
some $831,000,000 short of meeting the lotal estimated expenditures.
About $500,000,000 of this sum is accounted for by a delay in our
debt retirement program. The remeaining $331,000,000 is mainly
due to the emergency relief program enacted shortly before the close
of the last session of Congress, carrying an appropristion of about
$322,000,000.

Tt is estimated that 75 per cent of the total receipts for 1933 will
be derived from internal revenue taxes. As elready stated, in 1913
only 47 per cent came from internal revenus taxes. In 1933, 25 per
cent will come from customns and miscalleneous receipts, provided we
are fortunate enough to receive the foreipn debt payments which
ware contemplated at the time the belencing of the Budget was under
consideration. Of the $2,339,000,000 we contemplated raising from
internal revenue taxes, approximately $1,179,000,000 will come from
the income tax, $52,000,000 from estate and gift taxes, $1,027,000,000
from various sales taxes on tangible and intangible items, $2,000,000
from occupational taxes, snd $79,000,000 from miscellaneous taxes
the principal item of which is the tax on checks and drafts. In regarci
to miscellaneous receipts, it might be noted that customs receipts are
estimated to be about the same 1n 1933 asin 1913, In 1913, they were
$319,000,000, and in 1933 they are estimated to be $327,000,000.

Somo of the interesting features of our tax system will now be dis-
cussed under sppropriste headings,

{A) Income Tax on Individuals

A peners] income tax on both corporations and individuals first
became possible of enactment by the Federal Government with the
Eussnge of the sixteenth amendment to the Constitution, which

ecame eflective on February 28, 1913, It is true that an income tax
was imposed during the Civi} War; however, a later attempt to imposs
this tex in 1894 was declared unconstitutional. The sixteenth
amendment gave Congress the “power to ley and collect taxes on
incomes, from whatever source derived, without apportionment
among the several States, and without regard to any census or enumer-
ation.” Prior to this amendment, the principal revenues of the
Government were derived from sales taxes on liquors, beer, and
tobacco, and froin customs.
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The first income tax enacted under the sixteenth amendment was
by no meens the most important from s revenue standpoint. In faet,
during the fiscal year 1916, the revenue from this tax from hoth
individuals and corporations was only $125,000,000, while the
revenue derived from the sales taxes on liquors, beer, and tohacco
amounted to $327,000,000. However, beginning with the World
War period end for subsequent years, the income tex has taken the
foremost place in cur tax system as a revenue producer. The largest
receipts from this tax in any one fiscal year amounted to $3,957,-
‘000,000. This ficure includes excess profits tax collections for that
year. The enormous revenue, last mentioned, was secured in the
year 1920, m which our sales taxes on liquor, heer, and tohacco
emounted to only $432,000,000.

The income tax on individuals is supposed toc be based on the
principle of “ability to pay’”’—that is, 2 man with a large income not
only should pay more tax than a man with a small income, but also
should pay a higher rate of tex. The rates on individuals are, there-
fore, graduated in accordence with the size of their net incomes. It is
obvicus, however, that these rates can not be mathematically com-
puted on the basis of ahility to pay. The tax that a person is able to
pay is a matter of judgment. Moreover, the fixing of the income tax
rates on individuals has been more & matter of expediency than a
matter determined hy the abhility-to-pay theory. This is shown hy
the fact that for 1918 a man with a large income might pay as high as
77 cents per dollar on that portion of his net income in excess of
$1,000,000, while in the year 1928 he would pay but a maximum of
25 cents per dolar on such excess. Nevertheless, the man’s ability
to pay might have heen quite as greet in 1928 as in 1918. Of course,
in 1918, we were at war and it will he said that the ends justified the
means, It is hard to see why, in peace times, in spite of luctuations
in the purchasing power of the dollar, our income-tax rates should he
varied as greatly as has heen the case, when it is apparent that the
ability to pay of a given cless of individuals has not varied in these
same years to sny such extent. These veriations may be brought out
hy the two cases which follow:

Income tax on married man with $5,000 net income

1013 e $10.00 ) 1982 o ieea-. %100, 00
1946 _ .. 20,00 1924 _ ___ _________________ 37. 80
1917 e o 80,00 | 1926 ... 16, 88
1918 o ____ 180.00 | 1928 ________ . _________._. 16, 88
1915 . eeaaoao 120,00 | 1932_ . _ __ .. .. ._ 100. 00
1921 e 100. 00
Income laz on married man with $1,000,000 net income
$60, 010 $550, (40
102, 920 429, 575
475. 180 241, 059
703, 030 240, 769
663, 180 571, 100
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While the sixteenth amendment would probably permit the Coan-

ess to levy taxes on the basis of gross income as w E} a9 net income,
1t has always been customary for the rates to attach to the latter
basis, namely, to net income. Nes income for income-tax purposes
is merely the gross income less certain deductions allowed by law.
Gross incomse 1ncludes selaries and wages; gains and profits from
?mfesmons, trades, businesses, and commerce; and gains or profite

m sales or dealings in property. (rossincome also includes inter-
est, rent, dividends received, and, in fact, income derived from any
source whatever except income spemﬁcally excluded by the terms of
the income tax act itself. The principal exemptions from gross
income are certain amounts received under life Insurance pelicies,

tax-free interest on certain (Government obligations, and tax-free
interest on obligations of all States, Territories, and poht.lca.l subdi-
visions thereof.

As stated before, in arriving at net income certain deductions are
allowed te be subtracted frem gross income. The meost important
of these deductions are business expenses, interest paid, taxes paid
éexcept. Feoderal income taxes), business losses and casua.lties bad

ebts, depreciation, depletion, charitable and other cont.nhut.:ons, and
stock and bond losses with certain limitations, It should be noted,
however, that cf:ersonal living expenses are not deductible. In addi-
tion to the deductions from gross income in arriving at net income,
there are also allowed certain credits against net income in amvmg
at net income subject to normal tax. ‘The most important of these
credits are personal exemptions of $1,000 in the case of o single
person and $2,500 in the case of a marded person. There is also
allowed & credit of $400 for each dependent receiving his chief sup-
port from tbe taxpayer. Dividends from the stock of domestic
corporations are also allowed as a credit,

The schedule of tax rates is not simple. In tbe first place, it is
not based on one graduated rate scale, but is divided into two classes,
namely, normal tax rates and surtax rates. Under the revenue act
of 1932 the normal rates are 4 per cent on the firat $4,000 of net
income in exgess of the personal exemption and credit for dependents
and 8 per cent on the balance. The surtax rates begin at $6,000
and apply without regard to the personal exemption and credlt. for
dependents. The first surtax bracket taxes at 1 per cent net incomes
between $6,000 and $10,000. The second surtax bracket taxes at
2 per cent et incomes between $10,000 and $12,000. The tentb
surtex bracket taxes at 11 per cent net incomes between $26,000 and
$28,000. The twentieth surtax bracket taxes at 22 per cent net
incomes between $48,000 and $50,000. Tbe fortietb surtax bracket
taxes at 42 per cent net incomes between $88,000 and $90,000. The
fiftieth surtax bracket taxes at 52 per cent net incomes between
$400,000 and $500,000. Finally, all net incomes in excess of $1,000,-
000 are taxed at 55 per cent on the amount of the excess. (For
complete table of surtax rates see Exhibit I, in the Appendix.)

Probably the best picturs of the effoct of our present income tax
may be obtained from an examination of the following tabie:
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Income lax payable under the revenue ael of 1832 by a married person with no

dependenis
Net income | “1orm®l | Gurtax | Total tex | A8
Per cent
$1, 000 g 0 & ¢
2,000 & 0 ¢ ¢
3,000 20 0 129 0.7
4,000 a0 0 a0 1.5
&, 000 100 o 100 2.0
£,000 140 0 140 2.1
7,000 200 $10 210 3.0
£,000 200 20 aw 375
2, 000 380 " 30 43
16, 000 440 4“0 80 i3
12,000 o0 80 660 5.6
14, 000 ren 140 00 6.4
16,000 220 72 1,140 7.1
15, Q00 1, RO 320 1, 400 7.7
20. 0o 1,240 440 1, 640 A4
72,00 1, 400 800 2, 00} 2.0
24, 00 1, 560 780 2 240 9.7
6, 00 1,720 588 2,700 10.3
25, 0I 1, K80 1, 20 3,080 1.4
30,000 2,040 1, 40 3,480 1.6
35, 000 2. 440 7,150 4, 500 131
40, 000 2,840 4,080 5,500 4.5
45, 000 3, 240 3, 500 7,140 15.8
50, 000 3, 640 4. 980 8, 600 17.2
80, 00 4 4l 7, 480 11, 900 19.8
70,000 5, 240 10, 480 13, 700 2.4
R0, Q00 6, 40 13, 980 20, D00 5.0
20,000 | . 6,840 17, 980 24, 800 7.3
100, Q00 7,040 | 2480 a0, 100 30,1
150,000 | 11,840 48, 480 58, 100 3.7
20,00 | 1580 70, 980 B4, B00 432
am, 000 | e | 120,080 | 144, 000 T8
30,00 | 30,640 | 223,080 | 23 600 52.7
1,000,000 | 70,840 | 48,480 | 71100 5.1

It can be seen from the above brief outline of our present income-tax
rate schedule that it is a great departure from the original income-tax
rates under the revenue act of 1913. In that act the normal rate was
1 per cent and the surtax rates started at 1 per cent on that part of
net income in excess of $20,000 and reached a maximum of 6 per cent
on that part of net income which exceeded $500,000.

It wiano doubt be wondered why one graduated scale of rates is
not used instend of a graduated normal tax and & graduated surtax.
The prinecipal reason for this treatment is on the theory that the cor-

orete income tax is not passed on to the consumer, but is reslly
Eome by the stockholder. When, therefore, the corporation pays an
income tax we assume that this tax is paid by the corporation on the
account of the stockholder; in other words, it is an example of tax
collection et the scurce. Having collected the tax et the source from
the corporation at normal rates, we proceed to make a special exemp-
tion to the individual which eliminates the dividend from: tax at the
normal rate and subjects it merely to the surtax. In our first income-
tax acts this principle was followed consistently; thet is to say, the
corporate income-tax rate was the same as the normal income-tex
rate on individuals. Since 1918, however, we have departed from this
policy. For instence, under the revenue zct of 1932, the normasl cor-
porate rate is 13% per cent, although the normal rates on individuals
are but 4 per cent and 8 per cent, 2s already noted.
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Our present income tax law is decidedly complex in spite of many
cfforts in the direction of simplification. The complexity comes about
in a great measure by a very proper solicitude on the part of Congress
in the direction of equity. 'Fhe readers desiring & complete deserip-
tion of our present income-tax law should read the act rtself and the
regulntions of the Treasury Department interpreting and explaining
the same. It will be sufficient for our purposes to. mention under
approprinte headings certoin fairly imnportant or unique features of
our present law,

GAINS AND LOSSES FROM THE SALE OF PROPERTY

Under our income tax law, profits arising from the sale or other
disposition of property have been taxable. This has not been the
case in Great Brituin which relieves from taxation the casual sale of
real and personal property not made in connection with a trade or
business. From the inception of our income tax law until the year
1922, the gains from the sale of real estate, stocks, bonds, etc., were
taxed et the full normel and surtax rates. In the revenue act of
1921, as applicable to 1922 and 1923, however, a reduced rate was
applied to this kind of net income. The rate sclected was 12}% per
cent. The reason for this reduction in the tax rate was because
sales of property which would have taken place in the ordinary course
of business were prevented by the high tex which would fall upon the
profit accruing from such sale. In the revenue act of 1921, as applic-
able to 1922, the maximum rate upon $1 of net income was 58 per
cent. The application of the lJower rate was restricted to cases where
the property sold had been held for & period of more than two years.
The capital-gains tax was also optional and, therefore, was not applied
to cases where the maximum rate on the individual would be less
than 12} per cent.

Under the revenue act of 1913, losses from the sale of real estate,
stocks, bonds, ete., were not ellowed as a deduction from net income
unless incurred in trade. In the 1916 act, losses not incurred i1n
trade were allowed to the extent of pains from siinilar transactions.
In the revenue act of 1918 Josses were sllowed in full in ell cases. In
1924 the revenue act provided thaet losses on the sale of such assets
which had been held for more than two yeurs could not reduce the tax
by more than 12} per cent of the amount of such loss. The reason
for this change in regard to the deduction of losses was to make the
treatment of losses consistent with the treatment in the case of gains.

During the consideration of the revenue act of 1932 it was decided
to limit still further the deduction of losses. In this act it was pro-
vided that stocks and bonds held for more than two years should be
treated as under the prior law for both the case of a capital gain and
that of a capital loss. Ilowever, losses taken on stocks and bonds held
less than two years were very much limited, it being provided that
losses fromn the sales of such assets could only be taken to the extent
of the gains from the sale of similar assets. To nodify somewhat the
harshness of this provision, it was provided that the loss disallowed
(but not in excess of the amount of the net income) could be carried
forward to apply against siinilar gains in the subscquent year.

It is important to note that our past method of treating gains and
losses has been a tremendous revenue producer in boom times and a
corresponding revenue destroyer in times of depression,
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Complete income-tax statistics in connection with gains and losses
from the sale of assets is only available from 1926 to 1930, inclusive.
However, from partial data and from exhaustive research of a repre-
sentative group of nearly 5,000 returns it has been possible to con-
struct the following table showing net gains and net losses from the
sale of assets, whether held for more than 2 years or less than 2 years,
for the years 1917 to 1930, inclusive, all figures subject to any approxi-
mation whatsoever bemg 'marked with an asterisk & F

ot gains from ! Net losses from
Year the sale of | tisr sale of
assels 295018

| sats 370,617 | 3110, 720,384
241, 185, T4 *571, 468, 120

909, 464, 287 | *1, 175, 140, 957
1,020, 542,719 | *1, 680,304, 148
462, 858, 674 | 1,832, 041, 653
491,351,580 | *1, 251,689, 491
1,172, 154,624 "1, 616,082, 743
1, 513, 714, 002 840, 906, 462
2,482, 225, 840 *655, 078, 024

§, 701, 571, 140 9, 739, 332, 423

Dozamw sz | 212 780,636
2, 894, 542, 038 276, 100, 302
4, 807, 421, 654 212, 754, 485

4, 6184, 540, 175 1,038,971, 418
1,325,062, 653 1, 394, TH0, 209

Sobtotal, 1021880, o o e m e mre oo 16, 090?66'.1. 126 3, 035, 376, 080
Grand totad. L iiiiiaieiamanan 26, 792, MO, 566 | 12, 774, 70M, #A3

¥rom an examination of the above data, the following comments are
pertinent:

In the period of 13 years from 1917 to 1930, gains have exceeded
losses by about $13,000,000,000.

From the subtotals shown, it is obvious that this entire excess of
$13,000,000,000 has been. realized in the five years 1926 to 1930.

For the penod 1917 to 1924, inclusive, high surtax rates were in
force, while from 1925 to 1930, mciuswe, comparatn cly low surtax
rates were in force. It a.ccordmgly would not be unreasonable to
suppose that taxpayers refrain in many instances from taking profits
in the high-tax years and, on the other hand, establish all the losses
possible in these same years in order to reduce the tax on their ordinary
income, The figures shown confirm this supposition. In the low-tax
years 1925 to 1029 there was an extraordinary rise in the market
value of securities and losses had been fairly well exhausted in prior
years; hence, the tremendous excess of gains over losses in this period,

Preliminary data for 1931 indicates total gains of $355,000,000 and
total losses of $808,000,000. The fact that losses exceeded gains in
that year by about 8450 000,000 1s one of the important ceuses of the
low revenue received from the income tax in 1931,

A careful study of the income-tax returns of & representative group
indicates that not less than 80 per cent of the gains and losses reported
occur from the sale of stocks and bonds, [eaving only about 20 per cent
from the sale of realty and other property. Stocks and bonds,
therefore, are controlling in regard te the practical effect on the
revenue in the treatment of gains and losses. Attention is drawn to
the fact that in the igures given the gains and losses shown are net for
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each individual; that is, the persons taking the gaina shown are not the
same persons taking the losses shown.

The enormous excess of geins over losses in the period 1926 to 1929,
inclusive, is not surprising. Soine difficulty is encountered, however,
in explaining why the losses did not far exceed the gains in 1930
during s falling market, instead of being ahout equal. It is helieved
that there are three principal causes for this phenomenon:

First, There is an enormous emount of stocks and bonds deposited
as collateral in banks or owned by financial institutions and “frozen”
there, so that the loss on such securities can not be taken without
serious consequences.

Second. A great many people of means have established only such
losses as were necessary to eliminate their gains or wipe out their
income.

Third. There have been very considerable profits realized from
short selling.

In any event, it is evident that these net gaina bring in I
revenues in good years and, conversely, the net losses substantially
reduce our revenue in bad years. This loss in revenue will, however,
be substantially decressed by the new limitation on stock and bond
losses contained in the revenue act of 1932 and already mentioned.

EARNED INCOME RELIEF

Beginning with 1924, the Federsl income tax law granted some relief
to earned income. This relief was taken away by the revenue act of
1932 on the grounds of need for revenue.

Earned income may be defined as compensation for services ren-
dered, such as salaries, wages, professional fees, and business profits
due to personel endeavor. It is cne of the three great divisions into
which income subject to tax is divided and must be distinguished from
the two other divisions, namely, investment income and capital gains,

The principal ressons advanced for a diffcrentiation between the
tax on earned income and the other forms are briefly as follows:

‘(a) Inasmuch as the productive apent of investment income—
namely, capital—receives deductions from taxable income on account
of deprecintion or exhaustion, it Is proper that the productive agent
of earned income—namely, the individua1~shoul&preceive propor-
tionate relicf, since the latter is also subject to the exhaustion of
earning power,

() The individual with earned income generslly bears expenses
not borne by the individual with unearncd incoine, and the majority
of these expenses are not allowable dedueiions for tax purposes.

{(¢) Esrned income is more uncertain than uneerned income,

(d) Since capitsal gains receive tax relief by a method purporting to
distinguish geins for investinent purposes from geins for speculative
purposes, it is also proper that earned income should receive relief
according to its peculiar characteristies, for brain and brawn are
entitiecd to as much consideration as capital.

(¢} The fact that the principle of earned incomne is recognized by
such countries as Great Britain, France, Italy, Belgium, and Spain
1s persuasive as to its soundness.

| bere are two principal arguments against earned-income relief as
follows:
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(@) There is already sufficient diserimination in favor of earned
income because the local taxes on property, plus the income tax on
investment income therefrom, already place a heavier burden on
investment incomea than on earned income,

- () A distinction between earned income and unearned income is
not justified, because such income does not, in either case, vary as to
the deserts of the recipient.

. It is believed that these arguments against earned income relief
are refutable, The facts do not support the first argument, as over
65 per cent of the total local taxes are paid by individuals with prac-
tically no investment income, and, therefore, the local taxes are paid
in large measure out of earned incoine instead of out of investment
income, In reElard to the second argument, it appears impossible to
base a practical tax law on moral issues. The loss of revenue in the
calendar year 1930 froin earned income relief was $24,938,635.

DIVIDENDS

The taxable status of income in the form of distributions by cor-
porations should also be considered. Under the statute, any such
distribution is regarded as made ‘‘out of earnings or profita to the
extent thereof, and from the most recently accuinulated earnings or
profits.” Earnings or profits accumulated, or increase in value of
property accrued, befors March 1, 1913, 1nay be distributed tax free,
after earnings and profits accumulated after February 28, 1913, have
been distributed. Such tax-free distributions, however, go to reduce
the basis for gain or loss on sale or other disposition. Distributions in
complete or partial liquidation are treated as in full or part payment
in exchange for the stock, and gain or loss results as from an exchange.
A distribution not in liquidation, nor out of increase in value of prop-
e:;iy accrued before March 1, 1913, nor out of earnings or profits,
reduces the basis and, if it exceeds the basis, 13 taxable to that extent
a3 a gain froin sale or exchange. Stock dividends are not subject to
tax. It hes already been notef that dividends received from domestic
corporations are not subject to the normal tax in the hands of the
recipient. Dividends are subject in full to the surtax.

INTEREST

Interest on bonds, morteages, and the like is taxable in full at
both nornal and surtax rates. A very constderable amount of inter-
est from the bonds of States, counties, and other civil divisions, how-
ever, is exemipt. The amount of such wholly tax-free interest, shown
on the individual returns for 1930, was $258,827,491.

INVENTORIES

In the case of a business, the true net income can usually be shown
only by the use of an inventory of goods on hund at the beginning and
ond of the year. Provision is made for such inventories, which may
be valued at cost, or at cost or market, whichever is lower.
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DEDUCTIONE

The deductions from gross income in arriving at net income have
alrcady been noted. Some trouble is experienced in the case of bad
debts to determine the tiine when a debt becomes worthless. A

eat deal of difficulty is encountered in the case of deductions for

epreciation, since the proper depreciation rate is & matter of judg-
ment,.

TAXABLE YEAR

The net income of the individual is computed by annual periods,
which may be either calendar or fiscal years. A fiscal year must end
on the last day of & month other than December. A requirement for
returning on a fiscal-year basis is that the individual keep booka.
Provision is made for change froin one basis to the other.

RETURNS

By whom required.—A return must be made by every individual
having a gross income for the taxable year of $5,000 or more, regard-
less of the amount of the net income. Further, every indinidual
having & net incoine equal to or exceeding the amount of his personal
exemption ($1,000 if single; $2,500 if married) must make a return.
In case the aggregate gross income of & husband and wife is $5,000 or
over, or the aggregate net incomae is $2,500 or over, a return 1nust be
made by each or a joint return by both.

Method of return.—The return must state specifically the iterns of
gross income, deductions, and credits, and must be made under oath.

Time for filing.—Calendar-year returns are due on or before March
15; fiscal-year returns, on or before the 15th day of the third month
following the close of the fiscal year. Provision is made for the ex-
tension of these dates by the commissioner, the limit of extension,
except In the case of taxpayers who are abroed, being six months.

Place for filing.—The return is filed with the collector for the distrct
in which is located the legal residence or principal place of business
of the individual.

PAYMENT OF TAX

Peyment may be made by single payment or installment, The
single payment is due on the 15th day of the third month following
the close of the taxable vear. The first installment payment 1s like-
wise due on that date, subsequent installments (three in number)
at intervals of three months, Delinquency m respect of any install-
ment renders the whole amount of unpud tax due on notice and
demand. .

INCOME-TAX STATISTICS

The following statistics from the individual returns for 1929 and
1930 are of general interest, the data being taken from Statistics of
Income as published by the Bureau of Internal Revenue:
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Bouraes of income and deductions Amount, 1929 ,Amnunt, 1930 L

Income:
Wages and malaries. Lo acieaeeeeo o Cecooo----|811, 108, 97A, BE8 | X0 380, (K5 305
Business Income . 3‘ 3?8, BR3,A10 1 2, 530, 289, 09
Partnership income. .._....... -l 1,853, 142, 856 1, (K0, B8, 137
Profit from sale of assets held less Lhan @ ears......._..............- 2,337,856, 623 775, 315,890
Profit rem sale of assets held more than 2 years___..... emoo| 2,348,702, 52 b, 748, TH4
Rentsand royaities. ... ________________.. - 1,286,072, 413 1,026, 015,842
Interest on Gevernment obligations not whotly tax exempt __ . 40, 184,478 | 40,418, 758
Dividends on stock of domestic gorporations 4, THE, 027, R84 4, 058, 625,612
Fiduciary income. .. oooienreen.. 50R, 474, 409 4017, whik, 575

Interpst and miscellanecus income. . 2 210 522 718 1, 775, 150, 960

TOMA). o e e e ciicceoooc| 28,846, 952,900 | 21, 065, 505, 850

Dreductiona: -
Met loss from sale of assets held less than 2 ¥ears_ .. .vcescoceac.ns Bea, 043, B50 | 1, 215, 055, 449
Contributions. ... ... .. 528, B4, 573 . 4045, 740, 785
Ali other deduetions 3,821,358,202 | 2,523,856, 018
Total deductions_._______. aae.| 5 146,210, 645 4, 444, 732, 30
Nl ID O . e eare—anas | 24, B0, T35, S 17,220, 753,60
Total tax, kefore credits L ereaaeas } 1, 029, 376, G S0, 591, 203
Earned ingotne credil . . 22,062, 492 24, 535, 835
Credit for net Josees on sale of assets held over 2 years 5,378, 446 &, 06D, 095
o - T PP } 1,001,938, 147 473,688, 563
Number of texable returns. _____ 2,458, (M9 1, 8, 675
Wumber of nontarable retitrns 1, 588, 278 1 1,420, 877

i Based op preliminary report for 1920,

On the whole, the Federal income tax appears to be & good revenue
producer and also to be based on sound economic principles. It is
open to one serious defect, namely, it produces more than the expected
revenue in boom times, and much less than the expected and needed
revenue in times of depression. In this connection, it might be
well to consider the establishment of some sort of reserve to equalize
the lean and properous years which history has shown must be ex-
pected. It 18 also suggested that the praduated rate scale be stand-
ardized as much as possible, so that the tax will be more consistent
with the ability-to-pay theory and we will not find ourselves in the
sttuation of applying the highest rates in bad times when the tax-
payer is, in fact, the least able to pay.

{B) Income Tax on Corporations

At the present time, corporations are taxed at a flat rate. This
was not always the case, for, during the war years 1917 to 1921, there
was an excess-profits tax on corporations determined by the ratio
between profits and invested capital. This excess-profits tax was
imposed at graduated rates.

Under the Revenue Act of 1932, corporations are taxed at a rate of
133 per cent upon their net income. Affiliated corporations may elect
to file a consolidated return, but if they do they are obliged to pay a
rate of 14)% per cent upon their combined net income.

What has been stated in regard to the net income and deductions
in respect to individuals a.pplles also to corporations, but there are
some special provisions relating solely to corporations which should
be described.
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EXEMPT CORPORATIONS

The term *‘corporation,” under the revenue law, includes associa-
tions, joint-stock companies, and insurance companies. The list of
such organizations exempt from the meome tax (some under certain
conditions) s as follows:

. Labor, agricultural, or horticultural organizations.

. Mutual savings banks.

. Fraternal beneficiary societies.

. Domestic building and loan associations and ¢ooperative banks.

Cemetery companies not operated for profit.

. Religious, charitable, scientific, literary, educational, or humane organiza-
tions.

7. Business leagues, chambers of commeree, real-estate Dboarde, or boards of
trade.

G 8. Civic leagues or social-welfare organizations and local employees’ associa-
10718,

9. Recreation, pleasure, aud other clubs of nouprofitable purposes.,

10. Benevolent life insurance associations of & purely local character, mutual
ditch or irrigation companies, mutual or cooperative telephoue companies, or likae
orgaoizations.

11. Farmers’ or other mutual hail, cyclone, casualty, or fire insurance com-

ATLEE.
P 12. ¥armers’, fruit growers’, or like cooperative organizations,

13. Corporations organized and owned by farmers', fruit growers’, or like
organizations for the purpose of finaneing erop operations.

14. Corporations orgavized for the exclusive purpose of holding title to prop-
erty, collecting the income therefrom, and turning it over to an organization
which is itself exempt.

15. ¥Federal land banks, national farm-loan associations, and Federsl inter-
mediate credit banks, .

16. Voluntar}r employees’ beneficiary nssociations.

17. Teachers’ retirement fund associations of a purely local character,

A characteristic common to all these exempt organizations is that
the purpose of making profits is incidental, 1f not entirely wanting,
and no earnings or profits made may inure to the benefit of any private
shareholder or individual.

e o -

SPECIFIC EXEMPTIONS

Corporations, of course, have ne personal exemption and eredit for
dependents. Under the revenue act of 1928 each corporation was
allowed a specific exemption of $3,000. This was eliininated by the
revenue act of 1932,

DIVIDENDS

Corporations ere not taxable on dividends received from other
domestic corporntions. On the other hand, dividends paid out by a
corporation are not deductihle from their net income. This arrange-
inent is to prevent double taxation.

AFFILIATED COTIPORATIONS

Corporations comprising an “affiliated proup” have the privilege
of filing a consolidated return in lieu of separate returns upon the
condition that all that have been members of the group at any time
during the taxable year consent to all the regulations governing the
meking of consolidated returns. These regulations are prescribed by
the comnniissioner with the approval of the Secretary.
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As already stated, an additional rate of tax in the amount of three-
fourths of 1 per cent is imposed upon the coneolidated net incoms of
an affiliated group for the taxable years 1932 and 1933,

An “affiliated group’ is defined in the statute to mean—

Quoe or more chaing of corporations connected through stock ownership with a
common parent corporation jif—

(1) At least 95 per cent of the stock of each of the corporations (except
the common parent corporation) is owned directly by one or more of the other
corporations; and

?%? The eommon parent corporation owna directly at least 85 per cent of the
atock of at least one of the other corporations.

The term “stock,” as used in the definition, does not include non-
voting stock which is limited and preferred as to dividends.

The privilege of making consolidated returns is restricted to domes-
tic corporations. Moreover, such corporations must come within the
same category for taxation purposes. Thus, life insurance companies
may be a%liated only with life insurance coinpanies; and insurance
companies other than life or mutual only with companies of like char-
acter. Mutual insurance coinpanies (other than life), being taxed
as corporations generally, may not be affiliated with insurance com-
panies of another kind.

FOREIGN CORPORATIONS

Foreign corporations are taxed only on their net income from sources
within the United Stetes. Deductions from gross income from such
sources must be properly apportioned or allocated thereto, as well as
a ratable part of other deductions not definitely allocable to gross
income from sources within the United States.

INBURANCE CORPORATIONS

Insurance compsanies while taxed at the same rates as other com-
panies have special rules set up for the determination of their taxable
mecome, It will be unnecessary to describe these rules here, but their
-offect is to give a relief from taxation justified by the desire to encour-
age these enterprises.

INCOME-TAX S8STATISTICB

The following statistics compiled fromn the returns by the Bureau
-of Internal Revenue in respect to corporations for the years 1929 and
1930 are of general interest;

190 11030
- Corperations showing net lncome:
Qroass inrome. $120, 893, 781, 720 | 3112, 759, 003, D02
Net Ineome._ .. coooeooeeennn $11, 653, Ba4, 002 $10, 251, 307, 144
Noet losa for prior year. 192, 177,214 3368, 484, T4T
Income tax.. . .coooooon $1,193, 435 832 §1, 46, 085, 837
Namber of returns. . .. 258, 438, 768

- Corporations shewing no net locorme:
TO39 ineome .. .. ... e E0, 987, 717, 481 Fil, 14, 087, 850

L N 914, 124, 235 205, 234, W07
Number of returne . ..o reaen ket 1 ® '231:

1 Based on prellminary report for 1030
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The eorporate income tax is a good revenue producer but is subjeet
10 the same defeet as already mentioned in the ease of the individual
mecome tax, namely, the receipts are large in good years and extremely
low in bad years. The only cure for this seems to be in the estab-
lishment of some sort of reserve. The tax is not based on the ability-
to-pay theory to the extent that was found to be the case with the
income tax on individuals. This is because there are no graduated
rates. The excess-profits tax which has been repealed remnedied this
defect and on a theoretical basis is generally approved. The reason
for its abandonment was because it was comnpheated, uncertam, and
extremely difficult of administration.

{C) Estate and Gift Taxes
ESTATE TAX

The first kind of death duty imposed by the Federal Government was
a probate duty enacted in 1798. Legacy and succession taxes were
levied during the Civil War period. A legacy duty was also imposed
during the Spanish-American War. The Federal Government first
entered the estate-tax field in 1916 and has remained in that field
ginee that time.

The Federal Government now imposes only one forin of death duty.
This is an estate tax, levied upon the decedent’s net estate, and is to
be distinguished from an inheritance tax, which is levied upon the
share of each beneficiary. The rates of the Federal tex are graduated
according to the amount of the estate and are itnposed by brackets
and not by totslity. In this way an cstate which comes within the
first two brackets pays no more on that portion falling within the
first bracket than an estate the whole of which comes within that
bracket. However, upon the portions falling in higher hrackets
correspondingly increased rates are imposed,

There is no recognition of consanguinity, either by exemptions or
otherwise. Thus, the tax is the same upon net estates of equal size
whether the property descends to 1 child or 10 children, or even
to strangers in blood.

The tax due is determined by a computation involving two sched-
ules with different rates. One schedule econsists of the rates imposed
by the revenue act of 1926 and the other of the additional tax imposed
by tlie revenue act of 1932,

The value of the net estate under the revenue act of 1932 is de-
termined as provided in the revenue act of 1926, as amended, except
that in lieu of the exemption of $100,000 under that act the exemption
in the ease of the additional tax is only $50,000. This results in the
taxation of certain estates under the 1932 act which are not reached
under the act of 1926. Moreover, the provision of the 1926 act
ellowing a eredit against the tax up to 80 per cent thereof for death
taxes pald to any State or Territory does not apply in respect of the
additional tax.

In computing the Federal tax it is first necessary to determine the
amount of the decedent’s gross estate. The following property or
interest therein is included:

(a} The decedent’s interest in any property at the time of his death.

{(d) Dower, curtesy, or similar interests of the surviving spouse.

(¢) Transfers by the decedent in contemplation of death, or in-
tended to take effect in possession or enjoyment at or after his death.
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{d) Transfers, by trust or otherwise, under which the decedent has
retained for his life or for any pemod not ascertainable without
reference to his death, or for any period which dees not in fact end
before his death, the posseSSion or enjeyment of, or the right to the
income from, the property, or the ngim to desxgnate either alone or
with another, the persons who shall possess or enjoy the property
or the income therefrom.

{¢) Transfers, by trust or otherwise, where the enjoyment of the
property wes, at the date of the decedent’s death, subject to any
change through the exercise of & power to alter, amend or revoke,
::ir where the decedent relinquished such power in contemplat.lon of

eath.

{fi Joint interests held by the decedent with another person, in-
cluding tenancies by the entirety and joint bank aceounts.

(g) Property passing under & general power of appointiment exer-
msed by the d):acedent'by will, or by deed executed in contempletion
of death, or by deed intended to teke effect in possession or enjoy-
ment &t or after death, or under which the decedent has retained for
his life or eny period not ascertainable without reference to his death,
or any period which does not in fact end before his death, the posses-
slon or enjoyment of, or income from, the property, or the right to
designate, alone or with ancther, the persons who shall enjoy the
property or the income therefrom.

{k) Proceeds of life insurance payeble to the estate of the decedent,
and the proceeds of life insurance in excess of $40,000 payable to bene-
ficiaries.

The above enumerated property is included in the gress estate at
its value at the date of the decedent’s death. The Regulations of the
Commissioner of Internal Revenue give the following general rule in
regard to valuations of property comprising the gross estate:

The value of all property includable in the gross estate is the fair market
value thereof at the time of the decedent’s death, The fair market value is the
price at which property would change hands between a willing buyer and a
willing seller, neither being under any compulsion to buy or seil. When property
is soldgmthin a reasonable period after decedent's death, and it is shown that the
gelling price reflects the fair market value thereof as of the date of decedent's
death, the selling price wiil be accepted. Neither depreciation nor appreciation
in value subsequent to the date of decedent’s death will be considered. All
relevant facts and elements of value should be considered in every case.

After the value of the “gross’ estate has been determined, certain
deductions are allowed in arriving at the “‘net”” estate sub]ect to tax.
These allowable deductions may be briefly stated as follows:

{a) In the case of a resident—

(1} An arbitrary exemption of $100,000 in the case of the tax
under the 1926 act, end $50,000 in the case of the additional tax
under the act of 1932.

{2} Funeral and administration expenses, claims against the estate,
un paid mortgages, expenses for support of the decedent’s dependent.s
during settlement, and losses from fires, storms, theft, ete.

(3) Property included within decedent’s gross estate which was
previously taxed in the estate of a prior decedent who died within
five years, or property transferred to the decedent by gift within
gve years prior to his death upon which a gift tax was paid by the

ONOT,

(4) Public, religious, charitable, scientific, literary, or educstional

bequests, in the amount actually received by sueh beneficiaries,
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(3) In the case of s nonresident—

(1) That proportion of the deductions specified in psaragraph
(2}, above, which the value of the nonresident’s gross estate in the
United States bears to the value of this entire gross estate, wherever
situated.

(2} Property specified in parsgraph (3}, sbove,

{3} Property specified in paragraph (4}, above.

The “net” estate under each act having been computed by sub-
tracting from the net estate the deductions above set forth, the Fed-
eral tax may then be determined. The tsx imposed by the Tevenue
act of 1926, as amended, is computed by applying a graduated scale
of rates to the net estat.e running from I per cent on amounts not in
excess of $50,000 to 20 per cent on amounts in excess of $10,000,000.
The scsle of rates is shown in Exhibit 2 of the appendix,

From the tax thus computed, there may be deducted the amount
of any gift taxes paid on any property inciuded within the gross estate,
In a.dvdltlon there msy be deducted the amount of any death taxes
paid to a.ny State or Territory in respect of the estate, for which
credit must be claimed within four years after the filing of 'the retyrn.
This credit, however, may not exceed 80 per cent of the tex found to
be due before the credit is taken.

To the tax thus deterniined, there is added the additiona] tax im-
posed by the revenue act of 1932, This tax is arrived at by first
compufing s tentative tax st rates set forth in the aet, snd which
start at 1 per cent on the first $10,000 of the net estate and increase
by brackets until the rate becomes 45 per cent on the smount of the
net estate in excess of $10,000,000. The table showing these estate-
tax rates of the 1932 act will be found in Exhibit 3 of the appendix,

While the maximum rate of both Federal estate taxes taken
together reach 45 per cent at $10,000,000, the actual rate paid on
such an estate is only 30.9 per cent. The actusl rate on a $100,000
estate is 1.5 per cent; on & $500,000 estate, 8.5 per cent; and on a
$1,000,000 estate, 11.8 per cent. The burden of the tax in case of
estates of different size is shown in the following table:

Federal estale tex on cerfain nel eslales under exisiing laws in force July 1, 1932

Tax under 1532 sct
1
Tazable astate Tax under 1920 aot I 1678 and
Hat estat? Thefore et iﬂg?laécts
SXempiion BT  |Aftercredity Tenlative | Additional | Y2:B! 48X
1
1028 act 1532 ot crlitli}it @ 3 B — (U (244
i $50, 000 2] 1] §1, 500 $1, 500 $1, 500
$50, 000 140, 000 &500 $100 5,000 4, 500 4, 6500
100, D 150, 3G0 1, 500 300 4, 500 8, D00 8, 300
200, 000 253, D00 4, K10 908 15, 500 15,000 15, BOO
300,800 350, 8O0 &, 500 1700 30, 500 22, 008} z, 700
400, 050 50, 100 12, 500 2, 500 42, 500 30, 000 32, 600
500, 00D 350, 000 17, 500 3,50 39, 00 38, 000 43, 500
00, 000 7oh, 000 28, HH) 5700 , S0 £8, 000 83,700
B0, 000 B50, 500 41, 560 8, 300 117, H06 T8, 84,300

1,900,000 | 1,980,000 124, 550 24,900 313, W0 181, 000 215 80

2,900,000 | 2,850, 000 227, 500 45, 500 o, 500 328, 000 371, 500

3, 00,000 1 3,450, 000 , 500 70, 100 B31, 500 481,000 561, 100

4,800,000 { 4,950,000 484, 500 97,900 | 1, 149 500 660, D00 757, 800

5,900,000 | & £38, 500 127,700 | 1, 498, 500 860, 000 987, 700

7,800,800 | 7,950 000 966, 560 193,300 | 2,256, 500 | 1,200,000 3, 483,

8, 900, G0 9,850,000 ¢ 1,334, 500 256,904 | 3,004,500 [ 3, 780, GO0 2, han, B0g
19,900, 000 | 19,950,000 | 3,333, 00 856,700 | 7, 503,500 | 4,200,000 4. 924, 700
A9, 800, 600 | 49, 650, 000 [ B, 333,500 | 1, 866, 700 | 21,003, 500 [ 11, 7AG,Q00 | 13,628, 700
0, 900, 000 | 99, 950, D00 | 19, 333, HoU 3. 866, 700 | 43, 593, 500 | 24,260,000 | 28,126,700

t Credit for death taxes paid to Stetes. Mey not exceed 80 per cent of Federsl tax under nct of 1808, No
credit allowed against additionsl tax under 1632 act for State death taxes.
¥ It [s assuamed in aach case that the State tax absorbs the full 80 per cent credit.
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The taxes shown in the foregoing tahle are the minimum amounts
which the Federal Government may expect to collect in the form of
death taxes from estates of decedents. Where the inheritance and
estate taxes levied by the States are not sufficiently high to absorb
the full 80 per cent credit which is allowed against the tax imposed
under the revenue act of 1926, the amount cﬂcﬁlecmd by the Federal
Government will be proportionately greater. In Nevada, where no
State death duties are imposed, the w{ole amount of the tax goes to
the Federal Government. The same is true in the Distriet of Colum-
bia. In the case of decedents dying after the effective date of the
1926 aet and prior to the effective date of the 1932 set, there was no
double taxation except where the State tax exceeded 80 per cent of the
Federal tax. This was a rare occurrence. With the imposition of
the additional tax under the 1932 act, the double taxation situation
is not changed. The higher rates of estate tax merely represent the
T}otal burden the Congress now believes these estates may properly

ear

The tax is collected pursuant to notices and returns filed by the
executor or administrator. The first step is the filing of a preliminary
notice of the decedent’s death with the Collector of Internal Revenue
for the district in which the decedent was last domiciled. This
notice advises the Government of the existence of a taxable estate,
and should be made in sll cases where the gross estate is in excess of
$50,000 in velue. It should be filed within two months after the
decedent’s death. The estate tax return, however, may generally be
filed within one year after the death of the decedant pbut the Com-
missioner of Internal Revenue may require its filing before that time
where it & d]:h ears that the interests of the Government would be

jeopardized by any delay. On the other hand, additional time ma
Le granted, not exceeding six months, where the facts warrant suc
an extension.

Upon receipt of the return, the commissioner examines the same and
determines the amount of the tax. Payment of the tax is due one
year after the decedent’s death. Where undue hardship would result
from early payment, of the tax, the commissioner may extend the time
not to exceed eight years from the due date. Interest runs at 6 per
cent per annum from six months after such date until the tax is paid.
In the case of a deficiency in the tax, the commissioner may extend
the time for payment thereof for & period not to exceed four years.
Interest at 6 per cent also runs ageinst the amount of the deficency.
In either case, 8 bond may be required by the commissioner in an
smount not exceeding double the amount of tax in respect of which
the extension is granted.

The tax constitutes a lien upon the gross estate of the decedent,
which may extend over a period of years if payment is not made before
that time. This lien may be released in whole or in part, however,
in the discretion of the commmissioner with the a.pprov:ﬂ of the Secre-
tary of the Treasury. In case of disagrecment as to the correctness of
the tax determined by the commissioner, the law provides for the filing
of appeals to the Board of Tax Appeals where a deficiency tax is
assessed, and for suits in the Federal district courts where there has
been an overpayment. of the tax.

163011—33—7
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It will be sufficient to close this description with the receipts from
this tax since its first enactment in 1916 to the present time:

Federal estoie fax receipls
Fiseal year ending June Fiseal year ending June
30— Tax collected 30— Continued Teax cojlactad
1017 36, 077, 000 1925 _ . _ . ___... $101, 422, 000
1918 ... ___._____ 47,453,000 1926 ... ... 116, 041, 000
1018 82, 030, 000 1927 _ .. 100, 340, 000
1920_____________.. 103, 634, 000 1928 . _.___ 60, 087, 000
1021 . 154, 043, 000 1920 . ___. 61, 897, 000
1922 .- 139, 419, 000 1930 _____... 64, 770, 000
1923____________.. 126, 705, 000 1931 ... . __.__. 48, 078, 000
1924 _____. 102, 987, 000 1932 ... 47, 422, 000
GIFT TAX

As & supplement to the estate tax, the Federal Government now
imposes, under the revenue act of 1932, a tax upon gifts inter vivos
payable by the donor. Gifts of real property had been previously
taxed as successions during the Civil War and gifts of personal prop-
erty as income under the unconstitutional income tax act of 1894.
The revenue act of 1924 was the first law to tax all gifts. This
latter tax was repealed in 1926. The present tax is applicable both
to resident and nonresident individuals, and mea.surab}i'y approaches
the estate tax that would have been payable at the donor’s death if
the giit had not been made in his lifetime and the property instead had
constituted a part of his estate. For this reason, the rate of tax is
measured by all gifts made after the enactment of the act, although it
is computed and payable yearly. A scheme of computation is pro-
vided which taxes gifts made over & period of years at the same rate
as if they had all been made in a singlg, year.

The rates of the gift tax are approximately equal to three-fourths
of the total Federal estate tax levy. The reason for this difference
in rates is that the Congress wishes thereby to encourage the making
of gifts and the distribution of property in the Lifetime of the owner,
which, of course, is a worthy purpose. The Government, moreover,
can well afford to make this concession, because the tax acerues much
sooner than if it were only imposed at the death of the owner,

The tax apphes to transfers of property by gift, whether the trans-
fer is in trust or otherwise, whether the gift is direct or indirect, and
whether the property is real or personal, tangible or intangible. In
the case of a citizen or resident the tax applies to gifts wherever inade,
but in the case of & nonresident alien it applies only to gifts made
within the United States. It does not apply, however, to transfers
in trust where the donor has the power to revest title in himself,
either alone or in conjunction with another person. The relinquish-
ment or termination of such a power, on the other hand, constitutes
a taxable transfer,

Where property is transferred for less than adequate and full con-
sideration, the amount by which the value of the property exceeds
the value of the consideration is considered a taxable gift. If the pift
is made in property, the value thereof at the date of the gift consti-
tutes the amount of the gift for purposes of taxation.

In arriving at the taxable net gifts, certain deductions are allowed.
In each calendar year, the first $5,000 of gifts to each person is exernpé,
except where the gift is of a future interest in property. This exemp-
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tion is made to obviate the necessity of keeping account of numerous
small gifts, and st the same time fix the amount sufficiently large to
cover wedding and Christroas gifts, and occasionel gifts of small
amounta, Other exemplions, in the case of resident individuals and
citizens, may be summarized as follows:

{n) A specific exemption of $50,000, less the aggregate of the amount claimed
and allowed as a specific exemption for preceding years. The exemption may be
taken all in one year or spread over a period of several years, at the aption ol the
taxpayer, but when it is used no further exemption is allowed.

(b) Public, religious, charitable, acientific, literary, or educational gifts,

{¢) Gifts to lodges for purposes specified in paragraph ().

(d) Gifts to posts or organizations of war veterans.

{e) Gifts to t?le fund for vacsational rehabilitation authorized by the Warld War
veterans’ act of 1924.

The exemptions in the case of nonresident aliens are the same as
for residents and citizens, except that the $50,000 specific exemption
does not spply. Also, the deduction for charitable and other such
gifta applies only when such gifts by the nonresident alien donor are
to be used in the United States exclusively.

The rates of tax under the gift tax act of 1932 are approximstely 75
per cent of the estate tax rates of that act. The first hracket is $10,000
and the rate is three-fourths of 1 per cent. The rate schedule is
graduated until in the case of net gifts in excess of $10,000, the rate
resches a maximum of 33% per cent, The complete tahle of rates will
he found in Exhibit 4 of the appendix,

The computation of the tex involves three separate steps, as follows:

(e) A taxisfirst computed, at the specified rates, on the aggregate
sum of the net gifts made after the enactment of the revenue act of
1932, including the net gifta during the current cslendar year.

(b} A taxis then computed, at the specified rates, on the aggregate
sum of the net gifts made after the enactment of the 1932 act but
prior to the current year.

{¢} The tax computed under paragraph (b) is then suhtracted from
that computed under paragraph (e}, and the excess is the amount
due for the current year.

The foregoing method of computing the tax results in taxing in each
celendar year, upon & curnulative basls, all gifts made since the enact-
ment of the revenue act of 1932, with credit for all gift taxes paid in the
Years prior to the current year,

The determination of the tax may perhaps he more clearly illus-
trated hy the following examples:

{4) OIFT TAX, 1982

Glfta: :

Ta wite, $50,000 {less $5,000 exempt) .. . __.____.. $45, 000, 00
To son, $50,000 (less 86,000 exempt) . .. _.__ 45, 000. 00
Ta daughter, $10,000 (less $5,000 exempt) ... .. ___ 5, 000. 00
abal e e 85, 000, 00
Deduetiona: Specific exemptoOD . o o o e n £0, 000. 00
Taxable net g6 . .o 45, 000, 00

Gift tax for 1932:
Tax upon net gifts of $40,000_ ... . .ao___ 750. 00
Tax on excess {35,000 at 3% percent) . _. . ... ... 187. 50

.
o

Tatal tax for 1932 e ————— 937
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(B) GIFT TAX, 193

Gifts;
To ehnrity L oo e e e $100, 000.
To daughter, $30,000 (less $5,000 exemnpt) ___ ... _________ 25, 000. 0D
To niece, $30,000 {less 85,000 exempt). . .o oo omaaaean. 25, 000. 00
Tolal gifta. . . e mmm e __ 150, 000, 00
Deductions !: Charitable gifta_____ . _ . __ ... 100 000. 00
Net tnxable gifta:
10 1988 e 50, 000. 00
In 1932 _________________________________________________ 45, 000, 00
Aggregate, 1933 and preceding years._ . .. oo oo...o. g5, 000. DO
Gift tax on aggregate gifts:
Tax upon net gifta of 860,000 . __ . __ __ o ____ 1, 125 00
Tax upon excess ($35,000 at S percent) . _ .. _____._._ 1, 750. 00
Total o e m————————— 2, B75. 0O
Less tax on aggregate gifta of preceding years. ... .. ... __._.... 037, 50
Tax payable for calendar year 1833 __ ... ._._.__.. 1, 937, 50

A return of ell gifts in excess of $5,000 made by any individual dur-
ing the calendar year must be filed by March 15 thereafter with the
collector of internal revenue for the district in which the donor has his
legal residence. The tax is payable on or before the due date of the
return, although the Commuissioner of Internal Revenue may extend
the time of payment for a period of not to exceed six months.

The tax constitutes a lien against the gifts made during the calendar
year for 10 years from the time the gifts are made. Liability for the
tax follows the property in the hands of the donee, in case the tax is
not paid by the donor.

After examination of the return, the commissioner may make a
correct determination of the tax due, and in the case of a deficiency
may proceed to its assessment and collection under administrative
provisions corresponding to those of the estate tax and income tax
laws. Provision is made for an appeal to the Board of Tax Appeals
in the case of deficiencies. Claims for refund of overpayments may
be filed within three years from the time the tax was paid.

Rules and regulations for the enforcement of the gift tax law are
prescribed by the Commissioner of Internal Revenue with the approval
of the Secretary of the Treasury.

The revenue yield from the gift tax is uncertain, The 1924 gift
tax act retumeg about $10,000,000 in revenue during the nineteen
months the act was in effect. It is believed the new gift tax will
bring in considerably more directly and much more indirectly through
the estate tax. The gift tax should effectually prevent the wholesale
evasion of the estate tax by outright gifts and by the creation of
irrevocable trusts. It should also prevent some avoidance of the
surtax which has been accomplished in the past by the donor sphtting
up his income through trusts or otherwise.

18 pecific exemption exhuusted in 1532,

-
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(D) Special Sales Taxes on Specific Itema
{1} TangrerLe ITEM
LIQUOR TAXES

Under this heading of liquor texes are included taxes on distilled
spirits (and articles taxed as such), fermented Liquors (beer and ale},
and wines. Liquor taxes were an important source of revenue from
1861 up to the effective date of the prohibition amendment. In fact,
such taxes were imposed as early as 1761. While these taxes are now
largely out of use on account of the eighteenth amendment, neverthe-
less, they are still on the statute books and would automatically come
into effect if any subatantial change should be made in our system of
prohibition. The following table showa the taxes in force at the
present time, together with the rates thereof;

Distilled spirits, per proof gallen or wine gallon when below proof: Rate,

If used for beverage purposes. . ..o eeimimim e §6. 40

If withdrawn for nonbeverage purposes. .. _ oo o___ 1. 10

Stamps for distjlled spirits intengedp forexport,each .. ______.__. .10
xcept when affixed to package containing two or more §-gallon cans

fOr @XPOTt o o o e .06

Case stampa for spirits bottledin bond_ . __ .. . . __..._._.. .10
Perfume impo containing distilled spirite, per wine gallon (to be col-

lected by collector of customs) . . __ . _ . o ___ 1. 10
Grape brandy, or wine apirits, used in the fortifieation of sweet wine, per

proof gallon _ .. e ————— . 60

Rectified spirits or wines (with certain exceptions).___ .. _________._ .30

Fermented Jiquors, per barrel containing not more than 31 gallons (and
B proinortionate rate for any other quantity or for fracticnal parts of a
barrel authorized by law) . . oo oo e 6. 00
Still wines, including vermuth, and artificial or imitation wines and com-
pounds sold as wines containing:

Not more than 14 per cent absolute alcohol, per wine gallon._____._ . 04
Over 14 per cent but nol over 21 per cent aleohol, per wine gallen.. . 10
Over 2] per cent but not over 24 per cent alcohol, per wine gallon__ . 25
Champagne or other sparkling wines, per one-half pint or fraction thereof. .12
Artificially carbonated wine, per one-half pint or fraction thereof .. __._ .08
Liquors, cordials, or similar compounds, containing sweet wine, fortified
with grape brandy or wine spirits, per one-half pint or fraction thereof.. .06
Dezﬁncoholized wines, containing less than i of 1 per cent alcohol, per wine 8
galIOn . e memmm——mmmm .

The above hquor texes have been large revenue producers in the
past—for instancs, in the fiscal year 1919, a total revenue of $480,000,-
000 was secured from this source, of which $118,000,000 came from
beer and ale, and $362,000,000 from distilled hquor and miscellaneous
items. In the fiscal year 1918, there was a revenue of $125,000,000
from beer alone and this was at a rate of $3 per barrel instead of $6 &
barrel, as how in force. The $6 rate was enacted too late to have any
appreciable effect on the revenue for 1919. In the fiscal year 1932,
the total revenue from all liquor and beer taxes was only $8,000,000.

TOBACCO TAXES

The Federal taxes on tobacco, cigars, cigarettes, etc., have been
not only large revenue producers hut also have maintained their yield
in bad yesrs as well as in good years. Taxes of this charecter have
been imposed continuously since 1862, and, in fact, manufactured
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tobacco was taxed as early as 1704, The various taxes on tobacco in
its different forms, how in force, are briefly described below:

Tobacco end snuff.—The revenue act of 1926 imposes & tax at the
rate of 18 cents a pound on all tobacco and snuff manufactured in or
imported into the United States and sold by the manufacturer or
importer, or removed for consumption or sale.

gnuﬁ Alour.—TUnder section 3368 of the Revised Statutes, as
amended by the act of August 5, 1909, snuff flour, when sold, or
reinoved for use or consumption, is taxed as snuff.

Cigars.—Upon cigars {made of tobacco or any substitute therefor)
manufactured in or imported into the United States, and sold by
the manufacturer or importer, or removed for consumption or sale,
the revenue act of 1926 lays a flat tax of 75 cents per thousand if
their weight is not more then three pounds a thousand, and s grad-
uated tax if their weight is greater. The graduation is according to
the price at which the cigars wers manufactured or imported to
retail, as follows:

Tax per

Retail price: thousand
5 cents Or less_ e e e .. $2. 00
More than 5 cents, not over 8 centa_ ___ ... _...____ el __ 3.00
More than 8 cents, not over ¥5cents. __________________.____.____ 5 00
More than 15 cents, not over 20 ¢cente_ . . .. ____________________ 10. 60
More than 20 cents._ . e aeieaneeas 13. 50

Chgarettes.—The same act taxes cigarettes (made of tobacco or any
substitute therefor}, manufactured in or imported into the United
States, and sold by the manufacturer or importer, or removed for
consumption or sale, at the rate of $3 per thousand if they weigh not
more than three pounds per thousan:f: and $7.20 per thousand if of
greater weight.

The tax 13 laid upon cigars and cigarettes as such, without regard
to the amount of tobacco entering into their inanufacture.

Cigaretie paper.—The revenue act of 1926 also lays a tax on cigaretie
paper made up into packages, hooks, sets or tubes, in or imported into
the United States and sold hy the manufacturer or importer to any
person other than a manufacturer of cigarettes.

The tax on tubes is at the rate of 1 cent for each 53 tubes or
fraction thereof.

The tax on papers in packages, books, or sets is graduated according
to the numher of papers contained, as follows:

More than 25, not over 50, one-hslf cent.

More than 50, not over 100, 1 cent.

More than 100, one-half cent for each 50, or fractional part thereof,

The ususal method of collection of the tax on tobaceo and its manu-
factures is by stamps, but provision is made for collection by assess-
ment in case of sale or removal without the use of proper stamps.

As hefore mentioned, tobacco has heen the source of abundant
revenue throughout the history of internal-revenue taxation in this
country since the early days of the Civil War. Liquor and tobacco
were made the principal sources of internal revenus 1n the act of July
1, 1862, and they remained the hackbone of our internal-revenue
system until the World War period of high income taxation. The
receipts fromn Federal taxes on tobacco sinece 1913 are shown below
hy fiscal years:
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In respect to the above, it should be noted that the principal revenue
is secured from the tax on small cigarettes amounting to 6 cents for the
ordinary packege of 20, selling for a retail price of from 10 to 20 cents,
which price includes the 6-cent tax. In 1932, $317,000,000 out of the
total of $399,000,000 secured from all tobacco taxes came from this
B-cent tax on small cigarettes.

TAXES ON AUTOMORILES, TRUCES, AND ACCESSORIES

The revenue act of 1932 imposes a tax, effective June 21, 1932, to
July 31, 1934, inclusive, on automobiles, trucks, motor cycles, and
parts sold by the manufacturer, producer, or importer. Automobiles
and trucks were first taxed in 1917 and accessories in 1918,

'}“hﬁa tax is a percentage of the manufacturer’s sale price in each case,
a3 follows:

Rm of
{a} Automobile {rucks, chassis, and bodiea. ... .. _.._.. per cent__ 2
(d) Other automobiles, chassis, and bodies_ ___ . ____________._.__ do._.. 3
{e) Motor cyclea .o do.... 3
(d) Parts or accessories for any of theabove. _ .. __ . ____________ do____ 2

Tractors are exempt from tax.

Parts or accessories do not include tires and tubes, which are sepa~
rately taxed. They do include articles suitable for use in connection
with the article—such as spark plugs and batteries—whether or not
primarily adapted for auch use,

Parta or accessories sold on or in connection with an article, or with
the sale thereof, are included with the article; that is, the tax is based
on the total sale price. Tires and tubes so sold are likewise included,
but a credit is allowed against the tax in the amount of 2 per cent or
3 per cent, as the case may be, of their purchase price.

Provision is made for t.{le tax-free sale by & manufacturer of chassis,
hodies, or parts to & manufacturer of automobiles, trucks, or motor
cycles. In such cases, the vendee is for tax purposes the manu-
facturer.

Revenue receipts for the fiscal year 1918 were about $24,000,000
from this source and $49,000,000 for 1919; for the years 1920 to 1926,
inclusive, they exceeded $100,000,000, reaching their peak in 1924—
$158,000,000. Revenue from the present tax amounted to only
81,555,000 during the month of September, 1932. Of course, this 18
& month of small sales, March, Aprl, and May being the months of
high sales in the automobile business.
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TAXES ON ADULTERATED AND PROCESS OR RENOVATED BUTTER

The act of May 9, 1902, imposes a tax of 10 cents a pound on adul-
terated butter and a tax of one-fourth of 1 cent a pound on process
or renovated butter. The levy is upon the manufacture, sale, or
removal for consumption or use, and 1s paid by the manufacturer.

Collection is ordinarily by stamps, but provision is made for collec-
tion by assessment in case of sale or removal without the proper
stamps.

The revenues from this source are practically negligible, amounting,
in combination with those from filled cheese and mixed flour, to less
than $9,000 for the fiscal year 1932.

TAX ON CAMERAS, ETC.

Under the revenue act of 1932, a tax equal to 10 per cent of the
sale price is laid upon cameras weighing not more than 100 pounds
(and lenses therefor) sold by the manufacturer, producer, or importer.
Aerial cameras are excepted.

The tax became effective June 21, 1932, and expires by limitation,
June 30, 1934.

The revenue acts of 1917, 1918, 1921, and 1924 also taxed the sale
of cameras, and the annual revenues have ranged from slightly over
$600,000 to nearly $900,000.

Receipts from the new tax were $17,760 for the month of September,
1932, which would indicate annual receipts of about $213,000.

TAX ON CANDY

The revenue act of 1932 taxes candy sold by the manufacturer,
producer, or importer at 2 per cent of the sale price. The tax is
effective for the period June 21, 1932, to June 30, 1934.

The revenue acts of 1918 and 1921 also taxed the sale of candy, at
rates, respectively, of 5 per cent and 3 per cent. Annual receipts
under the higher rate averaged about $21,700,000 and about $12,-
200,000 under the lower rate. These taxes, however, were applied to
the retail instead of the manufacturers’ j)rice.

The receipts from the new tax on candy and chewing gum together
aggregated $306,200 for the month of September, 1932, which would
amount, on an annual basis, to about $3,675,000. Chewing gum
probably accounted for less than 10 per cent of this total.

TAX ON PLAYING CARDS

The revenue act of 1926 imposes a tax of 10 cents per pack of not
more than 54 cards on playing cards manufactured or imported, and
sold, or removed for consumption or sale. Payment is by stamps,
with provision for assessment in case of the omission of stamps.

The playing-cards tax is one of the old stamp taxes and has been in
effect, at varying rates, since August 27, 1894. The annual yield
exceeded $5,000,000 in the fiscal years 1928 and 1929, but has since
fallen off somewhat, amounting to about $4,400,000 for 1932.
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TAX ON FILLED CHEESE

By the act of June 6, 1896, a tax of 1 cent a pound is levied on filled
cheese manufactured in the United States and 8 cents a pound on
imported filled cheese.

he tax is paid by the manufacturer or importer by means of coupon
stamps. Where stamps are omitted, payment is by assessment.

The law is a regulatory, rather than a revenue, measure and the
revenue is negligible. As already noted, the aggregate yield from this
tax, the tax on adulterated and process or renovated butter, and the
tax on mixed flour was less than $9,000 for the fiscal year 1932.

TAX ON SOFT DRINKS

Under this head, the revenue act of 1932 imposes the following
taxes, applicable to the manufacturer’s, producer’s, or importer’s sales :

Cereal beverages—Beverages derived wholly or in part from cereals
or substitutes therefor, and containing less than one-half of 1 per cent
of alcohol, by volume, 1% cents per gallon.

Grape juice.—Unfermented grape juice, in natural or concentrated
form, containing 35 per cent of sugars by weight, 5 cents a gallon.

Other fruit juices—Unfermented fruit juices (except grape juice),
in natural or slightly concentrated form, or to which sugar has been
added (except fountain sirups), intended for consumption as beverages
with the addition of water or water and sugar, 2 cents a gallon.

Carbonated beverages.—Carbonated beverages (except cereal bev-
erages) manufactured, compounded, or mixed by the use of concen-
trate, essence, or extract instead of fountain sirup, 2 cents a gallon.

Stull drinks.—Still drinks (except grape juice) containing less than
one-half of 1 per cent of alcohol by volume, intended for consumption
as beverages in the form sold (except natural or artificial mineral
and table waters and pure apple cider), 2 cents a gallon.

Mineral or table waters.—Natural or artificial mineral waters or
table waters, whether or not carbonated, sold in closed containers at
over 12% cents a gallon, 2 cents a gallon.

Fountain sirups.—Fountain sirups of the kinds used in making soft
drinks, 6 cents a gallon, or, if for use in the manufacture of carbonated
beverages sold in closed containers, 5 cents a gallon. These taxes
are also laid on such sirups manufactured and used by a soda fountain
or ice cream parlor operator or a manufacturer of carbonated bever-
ages sold in closed containers. If sold for use in the manufacture of
articles described in the above paragraphs, however, or of grape con-
centrate, evaporated grape juice, and grape sirup, such sirups are
not taxed.

Carbonic acid gas.—The tax on carbonic acid gas, 4 cents a pound,
applies not only to such gas sold by the manufacturer, producer, or
importer, but also by a dealer to a manufacturer of carbonated bev-
erages or to an operator of a soda fountain or ice cream parlor. More-
over, it applies not only to such sales, but to the use of such gas by
the manufacturer thereof in the preparation of soft drinks.

Taxes on soft drinks of one km({) or another were imposed under the
revenue acts of 1917, 1918, 1921, and 1926, and the yield of revenue
from that source exceeded $58,000,000 in the fiscal year 1921. The
only soft drink tax under the 1926 act was on cereal beverages, and
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the annual yield therefrom averaged sbout $168,000. The taxes
imposed on soft drinks by the revenue act of 1932 are effective from
June 21, 1932, to June 30, 1934, and their yield for the month of Sep-
tember, 1932, amounted to about $574,000.

TAXES ON FIREARME, CARTRIDGES, AND SHELLS

The revenue act of 1932 taxes the sale of firearms, cartridges, and
shells by the manufacturer, importer, or producer at 10 per cent of the
sale price. The tax is effective from June 21, 1932, to June 30, 1934,
Sales for the use of the United States, any State, Territory, or pos-
session of the United States, any political subdivision thereof, or to
tbe District of Columbia, are exempt from the tax.

The revenue act of 1932 does not apply te pistols and revolvers,
but the sale of these by the manufacturer, importer, or producer is
taxed in the same way and at tbe same rate unger the revenue act of
19286.

For the month of September, 1932, the revenue from the tax on
firearms, cartridges, and shells amounted to about $52,400 and that
from pistols and revolvers to about $2,600. Articles under this head
were first taxed under the revenue act of 1918 and tbe peak revenue
was about $4,640,000, in the fiscal year 1920.

TAX ON MIXED FLOUR

Upon the manufacture and sale of mixed flour, the act of June
13, 1898, lays & tax of 4 cents per barrel or other packege containing
166 pounds or more than 98 pounds, to be paid by the manufacturer
or Eacker by means of coupon stamps., Half barrels, quarters, and
eighths are proportionately taxed. Imported mixed flour is taxed
at the same rate.

The revenue from this source is very smasll, amounting, with that
from adulterated and process or renovated butter, and filled cheese,
to less than $9,000 for the fiscal year 1932.

TAX ON FUHSB

A tax of 10 per cent of the sale price is imposed by the revenue act:
of 1932 on the sale by the manufacturer, producer, or importer of
articles made of fur on tbe hide or pelt, or of which any such fur is the
component material of chief value, The tax is effective from June
21, 1932, to June 30, 1934.

The revenue act of 1618 imposed a like tax and the everage annual
yield was about $10,300,000. Receipts from the new tax for Sep-
tember, 1932, were nearly $700,000.

GABOLINE TAX

A tax of 1 cent » gallon is imposed by the revenue act of 1932 on
asoline sold by the importer thereof or by a producer of gasoline.
Eales to & producer are tax free. .
The use of gasoline (otherwise than in the production of gasoline)
by & producer or importer is also subject to the tax if the gasoline
was sold to him free of tax or was produced or imported by him.
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‘* Producer” includee refiner, compounder, blender, or dealer who
sells exclusively to producers of gasoline; and * gasoline ” includes any
liguid the chief use of which is for motor fuel.

The present law is the first Federal internal revenue law to lay s
tax on gasoline. The provision is effective for the period June 21,
1932, to June 30, 1033. The revenue for September, 1932, was
about $11,410,000, which, on an annual basis, would be nearly
$137,000,000.

It is interesting to note that if a State or political subdivision buys
gasoline direct from the producer or importer for governmental pur-

oses the tax does not apply. However, if the purchase is made
rom & dealer, the Treasury Department holds that the tax must
be collected. For a discusston of the principle on which the exemp-
tion is based see paragraph on Taxing State Functions in section 1,

TAX ON GRAPE CONCENTRATES, ETC.

The 1932 sct taxes grape concentrate, evaporated grape juice, and

rape sirup (other than finished or fountain sirup), sold by the manu-
acturer or producer, or imported, if containing more than 35 per
cent of sugars hy weiﬁht, at 20 cents a gallon. These articles are
exempt from this tax, however, if they contain preservative sufficient
to prevent fermentation when diluted or if they are sold to a manu-
facturer or producer of food products or soft drinks for use in such
manufacture.

The tex is in effect for the period June 21, 1932, to June 30, 1934,

and the yield from it and the taxes on brewer’s wort and malt
aggregated $815,250 in September, 1932,

TAX ON CHEWING GUM

Under the revenue act of 1932 a tax of 2 per cent of the sale price
is imposed on chewing gum or substitutes therefor sold by the
meanufacturer, producer, or importer. The levy is effective for the
period June 21, 1932, to June 30, 1934.

The 3 per cent tax on chewing gum under the revenue act of 1918
yielded, on an average, s little over $1,000,000 annually. As already
stated, the receipts from candy and chewing gum together for SeF-
temher, 1932, amounted to $306,200, of whici chewing gum probably
accounted for not more than 10 per cent.

TAX ON JEWELRY, ETC.

The revenue act of 1932 imposes a tax equivalent to 10 per cent of
the manufacturer’s, producer’s, or importer’s sale price on articles
commonly or commercially known as jewelry; articles made of, orna-
mented, mounted, or fitted with precious metals or ivory; watches
and clocks (and parts therefor sold for more than 9 cents); and opera,
mearine, and ﬁe]cf glasses, binoculars, and lorgnettes.

Articles (except watch and clock parts) sold for less than $3 and
articles used for religious purposes are not taxed.

Similar taxes were imposed on sales by manufacturers by the reve-
nue act of 1917, and on dealers by the revenue acts of 1918, 1921,
and 1924. The revenue from the current tax for September, 1932,
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amounted to about $181,300, indicating an annual revenue of about
$2,175,000 & year. 'The tax is in effect for the period June 21, 1932,
to June 30, 1534.

TAX ON MALT, ETC.

The revenue act of 1932 lays a tax, effective from June 21, 1932,
to July 1, 1934, of 3 cents a pound on the following articles sold by
the manufacturer, producer, or importer: Liquid malt, malt sirup,
and malt extract, made wholly or in part from malted cereal grains.
Sales to bakers end to msanufacturers of malted milk, medicinal
products, foods, cereal beverages, or textiles are exempt from the
t.a.x

uid malt contam.mg less than 15 er cent of solids by weight is
t.axagle as brewer’s wort (15 cents a g

As already noted, revenus from the t.a.xes on malt, grape concentrate,
and brewer’s wort aggregated about $815,250 for the month of
September, 1932.

TAX ON MATCHES

On matches sold by the manufacturer, producer, or importer, the
revenue act of 1932 puts a tax of 2 cents a thousand, or, in the cese of
peper matches sold 1n books one-half cent a thousand.

eceipts for September, 1932, wers about $113,000 from this tax,
which would indicate an annuel yield of ahout $1,350,000. The
levy will not be in effect efter June 30, 1934.

There is another match tax in force—the tax on white phosphorus
matches under the act of April 9, 1912—but the purpose and effect
of this law, with its rate of 2 cents a hundred, was to discourage the
manufacture of such matches rather than to produce substantial
revenue.

TAX ON LUBRICATING QILS

Tho revenue act of 1932 lays a tax of 4 cents & gallon on lubricating
oils sold by the manufacturer, producer, or importer., The tax is
effective to July 1, 1934,

The yield of revenue from this source was about $1,400,000 for the
month of September, 1932, which would indicate $16 800 ,000 on an
annuel basis,

Lubricating oils have not been subject to internal revenue taxa-
tion under prior revenue acts.

OQLEOMARGARINE

By the nct of August 2, 1886, as amended, a tax of one-fourth of
1 cent a pound {10 cents 8 pound on yeHow oleomargarine) is put
on oleomargarine manufactured and sold, or removed for consumption
or use. The tax is paid by the manufacturer by means of coupon
stamps, or, if not so paid, by assessment.

The revenue from this tex was about $730,000 for the fiscal year
1932; the average of the six preceding years was over $1,800,000.

TAX ON NARCOTICS

The act of December 17, 1914, as amended by section 703 of the
revenue act of 1926 lays & tax of 1 per cent an ounce on opium,
coca leaves, any compound, salt, derivative, or preparation thereof,



PRELIMINARY REPORT ON FEDERAL AND STATE TAXATION 99

produced in or imported into the United States, and sold, or re-
moved for consumption or sale. The tax is paid by the manufac-
turer, producer, importer, or compounder by means of appropriate
stamps, or, in case of their omission, by assessment.

Under the act of January 17, 1914, a tax of $300 a pound is levied
on opium manufactured in the United States for smoking purposes.
This is a prohibitive levy and produces practically no revenue; the
im}I)‘ortation of smoking opium is prohibited.

he revenue from narcotics and opium (including occupational and
special taxes) was about $521,000 for the fiscal year 1932; for the
six years preceding it averaged about $711,000.

RADIO RECEIVING SETS

The revenue act of 1932 imposes a tax equivalent to 5 per cent of
the sale price on the following articles, s&d by the manufacturer,
producer, or importer: Chassis, cabinets, tubes, reproducing units,
power packs, and phonograph mechanisms, suitable for use in con-
nection with radio receiving sets or combination radio and phono-
graph sets (including, in each case, parts or accessories therefor),
and phonograph records.

The tax went into effect June 21, 1932, for the period ending June
30, 1934. Receipts were about $165,700 for September, 1932, on
the basis of which annual receipts would be around $2,000,000.

MECHANICAL REFRIGERATORS

The revenue act of 1932 imposes a tax equivalent to 5 per cent of
the sale price on the following articles, sold by the manufacturer,
producer, or importer: Household type refrigerators operated with
electricity, gas, kerosene, or other means (including parts or acces-
sories therefor), and refrigerator components (cabinets, compressors,
condensers, expansion units, absorbers, and controls) suitable for
use with such refrigerators. Sales of components to a manufacturer
for use in the manufacture of complete refrigerating apparatus are
free of the tax.

The effective period of the tax began June 21, 1932, and will end
June 30, 1934. September, 1932, receipts of a little over $107,000
indicate an annual yield of about $1,785,000.

SPORTING GOODS

The revenue act of 1932 imposes a tax of 10 per cent of the sale
rice on sporting goods sold by the manufacturer, producer, or

importer. Such goods include equipment for football, baseball,
tennis, golf, lacrosse, billiards and pool, chess and checkers, and
winter and water sports, fishing rods and reels, dice and games
generally, except children’s toys and games.

Playing cards and firearms, cartridges and shells are not subject to
this tax but are separately taxed, as noted above.

Sporting goods were taxed under the revenue act of 1917 and the
annual revenue therefrom averaged about $3,150,000. The current
tax went into effect June 21, 1932, to cease June 30, 1934. Receipts
from it for September, 1932, were about $185,500, indicating probable
annual receipts of around $2,226,000.



100 PRELIMINARY REPORT ON FEDERAL AND STATE TAXATION

TIRES AND TUBES

The revenue act of 1932 imposes a tax of 2 cents a pound on tires
and 4 cents a pound on inner tubes sold by the manufacturer, producer,
or importer. The tax is in force for the period beginning June 21,
1932, and ending July 31, 1934.

The tax applies to these articles whether wholl or in part, of ruhher
snd is computed per pound of total weight, exclusive, In the case of
tires, of metal rims or rim bases. Where tires and tubes on which the
tax has been paid are sold with & motorcycle or an automobile chassis
or body, the tax on the latter is credited with 3 per cent of the pur-
chase price of the tires and tubes; if sold with a truck chassis or body,
the corresponding credit is at the rate of 2 per cent,

Tires and tubes were subject to the tax on automobiles, parts or
accessories under the revenue scts of 1918, 1921, and 1924, but the
current revenue act is the first to impose & separate tex upon them.
The revenue for September, 1932, amounted to nearly $1,337,000,
which would indicate an annual yield of over $16,000,000.

TOILET PREPARATIONS

Toilet preparations sold by the manufacturer, producer, or importer
are t,axecf under the revenuse act of 1932 at the rate, generally, of 10
per cent. Tooth and mouth washes, dentifrices, tooth pastes, and
toilet soaps are taxed at 5 per cent.

The same articles were hkewise subject to a manufscturer’s excise
tax, all at the rate of 2 per cent, under the revenue act of 1917. The
revenue act of 1918 changed the tax from & manufacturer’s to & dealer’s
excise, except that upon toilet soaps and toilet soap powders & manu-
facturer’s excise of 3 per cent was placed. Annual revenues from
these taxes aversged nearly $2,000,000.

The present tax is effective for the period June 21, 1932 to June 30
1934, and September, 1932, receipts of $849,100 indicate sn annual
yield of approximately $10,189,000.

BREWER'S WORT

Under the revenue act of 1932, a tax of 15 cents & gallon is laid on
brewer's wort sold by the manufacturer or producer, or imported.
Liquid malt, as stated above, is taxed a8 hrewer’s wort if it contains
less than 15 per cent of solids by weight.

Brewer's wort has not been specmlly taxed heretofore. The
present tax is operative for the period b June 21, 1932, and
ending June 30, 1934. The yield from this tax, together with the
taxes on malt, grape concentrate, ete., amounted to $815,250 for
September, 1932.

{2) InTaNGIBLE ITEMB

TAX ON ADMISSIONS

The so-called admissions tax includes the tax on admissions to
theaters and other places of amusement, the tax on the lease or per-
manent use of boxes or seats, and the tax on excess ticket charges sold
by ticket brokers.
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The standard rate of tax on admissions is 1 cent for each 10 cents or
fraction thereof of the amount paid, with no tax imposed where the
charge is less than 41 cents. This exemption is allowed under the
revenue act of 1932, by amendment to the revenue act of 1926, and is
effective for the period beginning June 21, 1932, and ending June 30,
1934. Thereafter, the 1926 act exemption of admission charpes of $3
or less becomes operative. Admissions to roof gardens, caharets, and
eimilar places of entertainment, where the admission charge is wholly
or partly included in charpes for refreshment, service, or merchandise,
are taxed at the special rate of 1% cents for each 10 cents paid for
admission, with no tax where the amount paid is 50 cents or less.
{The amount paid for admission is deemed to be 20 per cent of the
amount paid for refreshment, service, and merchandise,) This
exemption is allowed under the revenue sct of 1926 and was not
changed hy the 1932 act.

In lieu of the tax on admissions, & person having the permanent use
or lease of a box or seat, pays a tax equivealent to 10 per cent of the
amount for which s similar box or seat 1s sold for each performance or
exhihition at which the box or seat is used or reserved by or for him,

In addition to the tex on admissions which attaches to s ticket of
adrnission and is paid by the buyer, there is & tax on any charge for
such a ticket in excess of the established price plus the admission tax.
This tax is designed especizlly to cover ticket brokers, The excess-
charge tax is paid by the seller of the ticket. If the seller is a proprie-
tor, manager, or employee of the place of admission, the rate of tax
is 50 per cent of the excess charge; if the seller is another person, such
asa broker, therateis 10 per cent.

The present *admissions’’ taxes are imposed under the revenue act
of 1926 as amended. Similar taxes, differing in rate and exemption,
were in foree under all the revenue acts subsequent to that of 1918,
The peak yield, nearly $90,000,000, was derived in the fiscal yeer
1921, in which year no exemption was allowed in respect of the admis-
sion price. Receipts for September, 1932, exceeded $1,641,000, which
would indicate an annual yield, under the current law, of about
$19,700,000. Receipts for the fiscal year 1932 were ahout $1,858,000.

TAX ON CORPORATE BONDS

Both the issue and the transfer of corporate bonds and other cor-
porate securities of indebtedness are subject to tax—the issue, under
the revenue act of 1926 as amended; the transfer, under the revenue
act of 1932. The transfer tax is effective for the period June 21, 1932,
to June 30, 1934. For the same period, an increased rate of issue tex
will he operative.

The tex on security sales wes firat imposed in 1794. At the time of
the Civil War, Congress taxed the par value of all securities sold by
brokers at the rate of one-twentieth of 1 per cent, and sales of securi-
ties at auction at one-fourth of 1 per cent of the selling price. This
rate was reduced in 1866 to one-one hundredth of 1 per cent of the
selling price in the case of hrokers and to one-tenth of 1 per cent in
the case of anctioneers. These early taxes were ordinarily computed
on a percentage of the selling price but at the time of the Spanish-
American War when such transactions wers again taxed, the method
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of computation was changed and hased on the par or face value.
Another tax on security sales was enacted in 1914.

The present issue tax applies, in the language of the statute, to “all
bonds, debentures, or certificates of indebtedness issued by any cor-
poration, and all mstruments, however termed, issued by any cor-
poration with interest coupons or in registered form, known generally
as corporaie securities.” A renewal is taxable es a new issue. The
rate of tax 1s 10 cents on each $100 of face value or fraction thereof,
effective for the Period June 21, 1932, to June 30, 1934, after which
the 5-cent rate of the 1926 act again becomes operative.

The present transfer tax applies, again to quote the statute, to
‘“all sales, or agreements to sell, or memoranda of sales or deliveries of,
or transfers of lagal title to”’ corporate instruments of tbe kind the
issue of wbich is taxable, ‘“whether made hy any assignment in blanlk
or by any delivery, or by any paper or agreement or memorandum or
other evidence of transfer or sale (whether entitling the holder in any
manner to the benefit of such instrument or not).” Certain types
of transfer do not incur tax liability, such as deposits for collateral
security for money loaned, and delivenes to or by brokers in connection
with sales or purchases by customers. The rate of tax is 4 cents on
8100 of face value or fraction thereof. As already stated, the transfer
tax is effective only {for the period June 21, 1932, to June 30, 1934.

The revenue act of 1932 18 the first of the modemn revenue acts to
tax the transfer of corporate securities, but their issue has been con-
tinuously taxed since the revenue act of 1817. Both are payable by
stamp.

Reference to the revenue yield is made below, in connection with the
tax on issues and transfers of capital stock,

TAX ON CORPORATE BTOCK

The revenue act of 1926, as amended by the revenue act of 1932,
imposes stamp taxes on the original issue and the transfer of shares
or certificates of stock, or of profits, or of interest in property or
accumulations,

The issue tax under the 1926 act, in the case of par value stock, is
5 cents on each $100, or fraction thereof, of the par value. In the case
of no par value stocl, the tax is 5 cents a share, if the actual value is
$100 a share; if the actual value exceads $100 a share, 5 cents on each
$100, or fraction thereof, of such value; if the actual value is less than
$100 e share, 1 cent on each $20, or fraction thereof, of such value.
The 1932 act increases these rates of 5 cents and 1 cent to 10 cents
and 2 cents, respectively, the increase to be in effect from June 21,
1932, to June 30, 1934, mclusive,

The transfer tax is laid on *‘all sales, or agreements to sell, or memo-
randa of sales or deliveries of, or transfers of legal title to’ any of the
shares or certificates suhject to the issue tax, “or to rights to suhseribe
for or to receive such shares or certificates.”” The 1926 act rats is
2 cents on each $100, or fraction thereof, of par value, or, in the case
of shares without par value, 2 cents on each share. Effective for the
period June 21, 1932, to June 30, 1934, inclusive, the revenue act of
1932 increases this tax to 4 cents and provides that in the case of
shares of which the selling price is $20 or more per share, the tax shall
be 5 cents a share.
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Similer taxes were imposed under the revenue acts of 1917, 1918,
1921, and 1924. For earlier taxes see discussions of tax on “‘corporate
bonds,” in preceding paragraphs. The combined revenue yield from
the taxes on conveyances and on issue of bonds and capital stock has
averaged about $20,900,000 ennually for the past 15 fiscal years.
The yield from the tax on capitel stock transfers has averaged about
$17,139,000 annuslly for the same period. Tbe correspondin
yields for September, 1932, were approximately $1,520,000 a.ng
$5,594,000, or about $18,240,000 and $67,128,000, ennually.

TAX ON CONVEYANCEB

Instruments of conveyance of realty are subject to & stamp tax
under the revenne act o? 1932, The rate 18 50 cents where the con-
sideration for, or value of, ithe property conveyed exceeds $100 and
does not exceed $500; and for each additional $500 or fraction thereof,
50 centa.

A like tax was imposed under the revenue acts of 1917, 1918, 1921,
and 1924, and in fact such & tax has been imposed at various times
since the inception of our Government.

The yield of revenue from this source is referred to in conneection
with the tax on capital stock issues and transfers.

TAX ON CLUB DUES

The dues tax includes the taxes on dues or membership fees, initia-
tion fees, and life memberships.

The tax on dues and memgemhips {fees is equivalent to 10 per cent
of the amount paid as such. No tax is imposed unless such dues or
fees of en active resident annual memher are in excess of $25 a year,

Initiation fees are also suhject to a 10 per cent tax, if such fees
amount to more than $10 or if the dues or membership fees (not in-
cluding initintion fees) of an active resident annual! member exceed
$25 a year.

Holders of hife memberships pey annually a tax equivalent to 10 per
cent of the amount peid by active resident annual members for dues
or membership fees other than assessments. No tax 18 laid on the
amount paid for the life memhership.

Dues and fees paid to fraternsal societies operating under the lodge
system, or to school and college fraternities, are exempt {rom tax,

The present taxes are imposed under the revenue act of 1926, as
amended by the revenue act of 1928. Similar taxes were in force
under the revenue acts of 1917, 1918, 1921, and 1924. The revenue
yield for the last seven fiscal years shows an annual average of about
$10,760,000.

TAX ON ELECTRICAL ENERQY

Electrical encergy for domestic or commercial consumption is taxed
at the rate of 3 per cent of the amount paid therefor, the tax to be

aid by the person paying for the energy and collected hy the vendor.

he revenue act of 1932 is the first to make this levy, which applies
to payments made on or after June 21, 1932, for energy furnished
after June 6, 1932, and before July 1, 1934, Electricity furnished to
thefa Unitfed States, any State or Territory, or the District of Columbia,
is free of tax.

158011—88——=8
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The yield of revenue for September, 1932, approximately $2,040,000,
awould indicate an annual yield of around $24,500,000.

TAX ON COTTON FUTURES

The cotton futures act of August 11, 1916, lays a tax “upon oach
contract of sale of any cotton for future delivery made at, on, or in
any exchange, board of trade, or similar institution or place of busi-
ness.”” The purpose and effect of the statute, however, is not pri-
marily to raise revenue but to regulate future trading. This purely
regulatory purpose is accomplished by the imposition of & hJ.?% rate
of tax, with exemptions comprehensive enough to meclude sll kinds
_of contracts in ordinary use in the conduct of legitimate future trading.

The tax is 2 cents on each pound of cotton involved in the contract,
payahle by the seller by stamp. It yields little revenue.

Cotton futures are also subject to the general tex on produce and
merchandise futures, referred to below under that head.

TAX ON PRODUCE AND MERCHANDISE FUTUREB

The revenue act of 1926 lays a tax “upon each sale, agreemnent of
sale, or agreement to sell * * * any products or merchandise
at, or under the rules or usages of, any exchange, or hoard of trade,
or other similar place, for future delivery.”” Cotton futures are also
subject to this tex, The tax is ayable by the seller by stamp. The
1926 act rate of 1 cent for E&CE $100, or fractional part thereof, of
the value of the commodity 1s increased to 5 cenis by the revenue
act of 1932, the increase to be effective from June 21, 1932, to June

- 30, 1934, inclusive.

" Similar taxes were imposed under the revenue acts of 1917, 1918,
1921, and 1924, and the revenue yield has shown an annusl average

.of 84,768,000 for the past 15 fiscal years. September receipts of
about $459,700 would indicate an annusl yield of about $5,516,400
under the present rate,

TAX ON INSURANCE

The revenue act of 1926 lays a stamp tax of 3 cents on each dollar,
or fractional part thereof, of the premium charged for insurance made
or renewed on property within the United States hy a foreign insurer.
If the policy or other instrument is signed or countersigned by an
officer or agent within a district within the United States where the
insurer is authorized to do business, no tax is imposed.

Similar taxes were imposed under the revenue acts of 1918, 1921,
and 1924, Little has been derived from this source,

TAX ON SAFE-DEPOSIT BOXES

The revonue act of 1932 is the first act to tax the use of safe-deposit
boxes. The rateis 10 per cent of the amount collected after June 21,
1932, for such use after June 6, 1932. The tax is paid by the persen
paying for the use of the box. Boxes of more than 40 cubic feet
capacity are exempt.

nlike the other excise taxes of the 1932 act, this tax is of a perma-
nent character.
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The September, 1932, revenue yield of $203,860 would indicate an
annual yield of about $2,446,000.

TAX ON TELEPHONE AND TELEGRATH MERBBAGEB

The revenue act of 1932 imposes the following taxes on telegraph,
telephone, cable, and radio dispateches, messages, or conversations
originating on or after June 21, 1932, and before July 1, 1934:

Bubject of tax: Tax or rats
Telephone conversations, if the charge is— of tax{eruts }
$0.50 or more and lesa than $1______________ __________...____ 10

$l or moreand less than $2__ ________._________._ . _.._._____ 15

$2 or moTe . _ e meimmmmmmeeaaa- 20

Cable and radio dispatehes and messages. ... . _________.__ 10

Telegraph dispatches and messages, 5 per cent of the eharge.

A tax of 5 per cent of the amount paid therefor 1s also imposed on
leased wire or talking circuit epecial service furnished on or after June
21, 1932, and before July 1, 1934. This tax does not apply to service
utilized by the Federal or State Government, & common carrier, tele-
phone or telegraph company, newspapers, or radie or broadcasting
station or net work, in the conduct of its business as such.

Similar taxes were imposed under the revenue acts of 1917, 1918,
and 1921, and yielded an annual revenue averaging about $25, 287 000,
The yleld under the 1932 act wes $1,334,000 for September, 1932
which is at the rate of $16,008,000 annually.

TAX ON PABBAGE TICKETSB

The revenue act of 1926, as amended by the revenue act of 1928,
lays s stamp tax on tlckets one way or round trip, sold or issued in
the United States for passage by any vessel to s place not in the United
States, Canada, Mexico, or Cuba, The taxis graduated upon the cost
of the ticket, as follows:

Cost of ticket: Tar
B10 Or deBa . e None,
More than 310 and not more than $30__ . _ .. __ . _____.___.. $1
More than $30 and not more than $60__ . _____ . ____ . _.__.. 3
Meore than 860 . . .. e b

Similar taxes were also imposed by the revenue acts of 1917, 1918,
1921, and 1924. The revenue from this source is included in that
from’ conveyances and issues of stocks and bonds, stated under the
hend of ““Tax on capital stock.”

TAX ON TRANBPORTATION OF OIL BY PIPE LINE

Under the revenue act of 1932 the transportation of crude petro-
leum and liquid products thereof by pipe line is taxed at the rate of
4 per cent of the amount paid for the trensportation, or, in certain
cages, of a fair charge therefor. The tax is paid by the person fur-
msbmg the transportation and applies to transportation originating
on or after June 21, 1932, and hefore July 1, 1934.

Similar taxes were lmposed by the revenue acts of 1917 and 1918,
upon the shipper, at 8 per cent and 5 per cent, respectively.

The new tax yielded over $442,000 in September, 1932, pointing to
an annual yield of over $5,304,000.
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(E) Licenses, Permits, and Occupatlonal Tazes

Certain trades and business are subject, under our internal revenue
laws, to occupational or ‘“special taxes.” Except in the business of
manufacturing of stills, tho occupations taxed are those involving
commodities which are themselves subject to 2 sales tax.

Occupational taxes are payable on commencing the trade or busi-
ness ang on each July 1 thersafter during the conduct of it. Except
in the case of the 31 narcotic tax on practitioners and dispensers, the
first payment is prorated. Payment of the tax is by stamp, which
must he conspicuously posted in the place of business.

These taxes are listed below, grouped under the items subject to
sales tax ag outlined above:

Trade or business:

Liquor— Tax
Wholesale liquor dealers_ _ _ ... - ... ieoe $100
Retail liquor deBlers. ... oo ealaaas 25
Wholesale dealers in malt liquors__ .. . ______.___.. 50
Retail dealers in malt liquora_ . .. eaao 20

Brewers—

(A lesa than 500 barrels & YeRT_ . o .o oaiooo- 100
Of 500 barrels or more & ¥eAT.. . ___ . . __________ 200

Rectifiers—

Of less than 500 barrels 8 year. . oo oooo-- 100
Of 500 barrels or more &8 year____ . ____ L ___._a.._ 200
Manufacturers of etilla_. .. . amaooa-o 1 50

Any of the above carrying on business in viclation of State or local law___ 1, 000
Adulterated butter:

Manufaseburers. . L e e aedcemmaceaaeaan 800
Wholesala deslers_ _ _ oL 48R0
Retail dealers__ .. __ . iiiiaio. 480
Process or renovated butter; Manufacturers . ___________________._ B0
Filled cheese:
Manufacturers {for each factory) .. ... 400
Wholesale dealers_ Ll aeiao_- 250
Retail dealers. s 12
Mixed Sour: Manufacturers and packers ... .. ______.__.___ i2
Qlecmargarine:
Manufachurers . e ccccmcmmm—a—a 800
Wholesale dealers—
Selling yellow oleomargarine_______ . ______._._. 480
Selling no yellow oleomargarine .. oceeio e enneann 200
Retall dealers—
Belling yoellow oleomargaring. ..o oc e iecicccecem—aa 48
Selling no yellow oleomargarine .. . .. .cooo oL .-,

Opium (“opium or coes leaves, or any compound, manufacture, salt,
derivative, or preparation thereof ) :

Importers, manufacturers, or producers_ . ... ... . ..., 24
Wholesale dealers. i aeiacaaaes 12
Retail dealers__ . ... e cmemmaaea-- 3
Practitioners and dispensers___ ____ . _ .. o aieloo-. 1

The revenue from the above occupational taxes for the fiscal year
1932 was under $2,000,000, of which $1,015,000 was paid by oleo-
margarine manufacturers and dealers and $505,400 by rectifiers, liquor
dealers, and manufacturers of stills,

USE OF BOATS

A hybrid occupational tax is levied on the use of plessure boats
under the revenue act of 1932, effective from July 1, 1932, to July i,
1934. The teax is computed under the following schedule:

1 And $20 for each stll} or warm.
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Tax

Length
Domestic | Forelgn
butlt

built
Over 28 feet and not over B0 feet ___ .. 510 20
Ovar 50 feat and not over 100 feet. .. 40 B0
Ovar 100 feet and not over 150 fest_. . 100 20
Over 150 [eet and not over 200 feet ... £ 150 %

OO 200 0008 -« - - oo o emoeea e aaans o ) i 200

The yield from this new tax for September, 1932, amounted to
nearly $24,000, which would indicate annual recelpte of around
$288,000.

(F) Other Miscellaneous Taxes

Only two taxes remain which have not been classified under our pre-
vious headings, namely, the tax on checks and the tax on circulation.
These taxes may be described as follows:

TAX ON CHECKSB

Fress enacted a check tax as early as 1862. The tax was at the
rate ol 2 cents per check over $20. In 1864 checks over 310 were
texes at the same rate. In 1872 all checks were taxed regardless of
smount. This tax was repealed in 1883. During the Spenish-
Amenican War another check tax was enacted which was continued
in force untit 1902. All of these carly taxes were collected by stamp.

A tax of 2 cents each is imposed by 13:9 revenue act of 1932 on checks,
drafts, or orders for the payment of money drawn upon any bank,
banker, or trust company and presented for payment after June 21
1932, and before July 1, 1934. This tax is not payable by stamp but
is collected by the rawee by an account charge against the maker
or drawer, It does not apply to checks pnyab%e at the bank if the
bank has no authority to charge such checks against the account of
the maker or drawer.

Receipts of revenue from the tax were about £3,793,000 for Septem-
ber, 1932, which would indicate an annual yield of about $45,516,000.

TAX ON CIRCULATION

Section 3408 of the Reviced Statutes imposes a tax of one-twelfth
of 1 per cent a month upon the average amount of outstanding circu-
lation issued by any bank, association, corporation, company, or
person, and an additional tax of one-sixth of 1 per cent a month on
such circulation in excess of 90 per cent of the capital of the issuer.
Section 3417 grants exemption to associations taxed as national banks.

Under the act of February 8, 1875, every person, firm, association
other than national bank assocmtmns an l:fevery corporatmn, State
bank, or State banking association pays a tax of 10 per cent on the
amount of its own notes and the notes of other such issuers used for
circulation and paid out by themn. National banking associations
hikewise pay a 10 per cent tax on notes other than national-bank notes
50 used and paid out by them.
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‘These taxes are for a purely regulatory purpose and have accom-
vlished their intended effect of drivinz State bank notes out of circu-
lation. No revenue, therefore, is derived.

3. TAXES IMPOSED BY THE STATES OR SUBDIVISIONS THEREOF

As might be expected from the discussion of the power of the States
to levy taxes, almost every kind of tax levied by the Federal Govern-
ment is also levied by the States. The only objects barred from State
levies are imports and exports. The State levies will now be discussed
according to convenient classifications.

{A) General Property Texes

All the States either directly or indirectly, through their local sub-
divisions, levy property taxes. This class of tax is undoubtedly the
most important in our present system, becausse it produces the grestest
revenue and is the 1nost burdensome. It is of evervday knowledge
that the property tax burden is great, but investigation clearly shows
that it is even beavier than is generslly suspected. Indeed, the greater
part of the general property tax is paid by persons with net incomes of
less than $5,000. Property taxes have been levied for centuries in
various forms and have elways been one of the principal sources of
governmenta] revenue. It would be interestine to trace the develop-
ment of this tax in Greece and Rome, and to investigate its application
during the Middle Apes, but space does not permit of such an histori-
cel review, An excellent history and description of this class of tax,
however, can be found in Prof. Edwin R. A. Seligman’s “Essays on
Taxstion.” Our taxing suthorities in this country are still usmg prop-
erty ag the principal subject of texation, and in order to meet rising
expendifures the rates have been greatly increased and the scope of
the tax broadened.

Since the termm ‘‘property’’ includes meny objects of various de-
scriptions and since, in many cases, the States, either in their consti-
tutions or by legislation, have seen fit to define “property’” and to
clesaify it, it is necessary to consider such definitions and classifica-
tions, The two main classes of property are ‘‘real property’ and
‘‘personal property.”

““Reel property’ is generally understood to mean land. 1t also
includes buildings, improvements on land, mines in operation, fixtures,
ninerals in place, crops and timber not severed from the land, bridges,
and wharves. Hstetes for life or of inheritance in ‘‘reel property’ are
also regarded as real property. The question of whether franchises are
real or personal property depends to & large extent upon the language
used in the State constitution or in the taxing statute. Ordinerily,
franchises would not be texed unless they were covered by a specihic
provision.

“Personal property’’ consists of all property (except real property)
which may be the subject of ownership. It includes estates for years
in res] property, stocks, bonds, notes, money, goods, chattels and
mortgeges, and other evidences of indebtedness.

The ebove two classifications may be further divided into tangible
and intangible property. Tangible property consists of property
which has an actual physical existence, such as money in specie, furni-
ture, cettle, ships, timber, and minerals or crops when severed from
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the land. Intengible property consists of property which has no
actual physical existence. It generally embraces stocks, bonds,
petents, copyrights, franchises, and other choses in action.

It is very important to distinguish hetween real and personsl, and
tangible and intangible property. In the first place, real property and
tangible personal property are taxsble only by the State in which they
are located. Intangible property is generslly taxable in the State
where the owner Is domiciled. Moreover, the rates of taxation snd
the methods of assessment and collection depend, to a large extent,
upon the clagsification in which the property is placed. In former
days property consisted mostly of lands and improvements and of
tangible property, such as livestock, tools, crops, and household furni-
ture. To-day a large amount of the wealth of our citizens consists of
intangible personal property in the form of stocks, bonds, notes, and
morteages. Originally, therefore, our property taxes were mainly
on real estate; to-day they have in most cases been broadened to
include tangible and intangible personal property.

The ‘“‘general property tax,” as this term 1s ordinarily used, means
a tex levied upon the value of ell property, real and personsl, tangible
and intangible, at a upiform rate. It is true that in some jurisdie-
tions the real-estate tax and the personal-property tax may be levied
separately or the intangible personal-property tax may be levied sepa-
rately. other these taxes are levied mn one statute or in different
statutes, however, makes little difference, as the practical effects are
the same.

Everyone 18 more or less familier with the general property tax
in so far as it affects real estate. Land, houses, factories, and fixtures
are exposed to view and the tsxing authorities have no difficulty in
discovering the property to be taxed. The difficulty in this case hes in
determining the value. Some jurisdictions theoretically attempt to
assess property at full value, others at 75 per cent, others at 50 per
cent, and some as low as 25 per cent. This Is not so important, as the
lower the ratio between the assessed value and the true value, the
higher will be the rate of tax, Howsever, in general, the individual
appeears to think himself very bedly treated if he is assessed more than
$10,000 on & house which he would not be willing to sell for less than
$15,000. The real difficulty with the property tax as spplied to real
estate is to arrive at consistent values as Eetween real-estate owners,
due to the fact that these values are generally based on opinion which
varies greatly even in the case of experts. There is, therefore, always
the danger of favoritism and inequality in the determinations of real-
estate values for tax purposes.

When we come to tangible personal property, the difficulties greatly
increase. Here we begin to have trouble with finding the object of
taxation, as well as its value. It will be admitted that if a man wishes
to bury some gold and silver coin in his back yard it will be hard,
indeed, for the taxing authorities to assess tax thereon if the individual
wishes to evade tax. Kurniture, diamonds, growing crops, ete.,
present obvious difficulties either of valuation or of discovery.

Finally, when the taxation of intsngible personal property is at-
tem t.eds,’ it appears that universal evasion occurs. ere can be no
doubt es to the sccuracy of this statement if we consider the following
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figures derived from the report of the Department of Commerce,
entitled * Assessed Valuation and Tax Levies’:

Assesand Assessed val-
uation of ‘rr::i lixgtlun of Bﬂ

other propel
property and f

improvements nl.snng?})re';
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55§
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It will be noted from the above figures that real property valuations
increased about fifteen times from 1860 to 1922, while personal and
intangible property values increased but a little over six times in the
AAmMe eriog. It is also a matter of common knowledge that the ratio
of real property value to personal and intangible property value should
have been much less than three to one in 1922. For instance, take all
the estate-tax returns filed in 1923 for decedents dying in the preceding
year and subject to the estate tax. We find the gross value of these
estates to have been $2,494,978,000, of which $615,693,000 was in real
property and $1,879,285,000 in personal and intangible property. In
other words, the ratio in this case is about one to three, instead of
three to one as shown by the assessment figures previously given.
When we consider the enormous amount of corporate stocks and
bonds, mortgages, notes, and other negotiable instruments, cash,
merchandise, and farm and mine produets in storage or in transit or
held for sale, it seems conservative to estimate that the actual value
of personal and mtangible property is quite as great as the actual value
of real property. If thisis the case, then 66X per cent of such personal
and intangible property is not being reached by the general property
tax.

_ Professors Bates and Field in their book on ‘“State Government’’
list. the following as being the principal defects in our general property
tax system:

First. It assumes that the value of property owned is an accurate measure of a
person’s ability to pay taxes. Under the present organization of economic life
varicus forms of property having equal value produce widely varying income, and
hence represent varying ability to pay taxes.

Second. Taxation based upon property fails to reach those whose income is
derived from salaries, The man who saves & portion of his salary and invests
it in & home pays & tax on the home. The man who receives, perhaps, a larger
salary but who saves nothing has no pmgerty when the assessor appears, and
escapes taxation. This form of taxation thus imposes a penslty upon thrift and
an added burden on the farmer and the home owner.

Third. The property tax results in double taxation. Corporate stock ususlly
represents merely the right to share in the income or proceeds from c¢ertain cor-
porate property. Under the general property tax, corporations must pay tazes
on property owned by them and, at the same time, the shares of stock of these
corporations are taxed as property of the stockholder. Thus the income from
the same property is taxed twice.

The same authors also list the following defects in the administra-
tion of this tax:
First. The aystem of asseasment has become entirely inadequate. The assessor

iz ordinarily a person elected by the voters of the locality, having no training or
especial qualifications for his task and receiving a compensation toco small to
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attract competent persons. He is wholly unfamiliar with the value of much of
the great variety of tangibles which he is called upon to assess, and as a result
he must fix an arbitrary valuation or accept the misleading suggestions of the
owner. The result is that great inequalities in assessment occur, and it is the
more valuable kinds of property usually held by the more well-to-do classes
which most completely escape their just share of taxation.

. Second. This tax results, too, in still greater inequality through other forms of
evasion. Whereas in former days property was chiefly in tangible form, there
have come into existence large amounts of intangible property in the form of
stocks, bonds, notes, and mortgages which far exceed in total amount the value
of tangible property and are easily concealed. The general fact that much of
this intangible property is concealed and thus escapes taxation is indicated by
what has been found to be true in New York and Shio, where it is a matter of
common knowledge that intangible wealth abounds.

Another serious defect of the general property tax has become
evident during the current depression. e press has been full of
statements describing the breakdown of this levy. In other words,
people have been unable to pay their property taxes because such
property has failed to produce income or else income from other
sources has also been wanting. Sales of such property for taxes have
also met with little success. Either there have been no bidders or
the price bid has been too small to be of importance. The failure of
the various jurisdictions to collect the usual proportion of their tax
assessments has resulted, in many instances, in the failure of our local
governments to meet their operating expenses.

A table has been prepared (see Exhibit 5 of the appendix) which
shows the total real, personal and intangible property taxes levied in
each State and its subdivisions for the year 1931. Included in this
total figure are also the franchise taxes levied in lieu of property taxes.
There is also shown in the same table an estimate of the taxable
wealth in each State and the average percentage tax burden on this
wealth resulting from the taxes listed. These percentages indicate,
therefore, the approximate rate of tax on property in the various
States assuming that the rate is applied to 100 per cent valuations.
Some approximations have been made in arriving at the general
property tax collections of the various States and the data on taxable
wealth 1s an estimate based upon the best information available.

From the data shown in the exhibit already referred to, it is indi-
cated that the total of the general property tax in the United States,
including certain franchise taxes which are levied in lieu of property
taxes, amounted to the enormous sum of $5,266,122,977 for the fiscal
year 1931. At this time, our estimate of the total taxable wealth
subject to this tax at its full value is $240,731,911,778. It results
from the two preceding figures that the average rate paid on propert;
in the United States was about 2.19 per cent of its qul value. It wi
be noted from further examination of the exhibit that the estimated
tax rates on property vary from 1.44 per cent to 3.04 per cent. In
other words, the general property tax rates in some States are more
than double those in certain other States. Only a comparatively
small amount of the total of the general property tax collections
shown consists of franchise taxes levied in lieu of property taxes.
According to data which is shown elsewhere in this report, it is
believed that the total revenue from this source is about $161,792,728
annually. Out of the total tax collections shown and amounting to
over $5,000,000,000, at least $3,600,000,000 results from the property
tax as applied to real property. It has been computed that the total
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tax collections in the States and in their local subdivisions now
amount to about $7,108,631,855 annually, If this is the case, 74
per cent of all the taxes collected by the States and their subdivisions
18 assessed on property and over 50 per cent of the total tax collections
is mssessed on renl estate, If, therefore, our citizens are complaining
of the tax burden, it must be evident that httle can be done to reduce
radically such burden without some revision of the general property
tax.

This matter certainly merits the attention of the State legislators.
It would seem pertinent to close this very brief statement on general
property taxes by two quotations, one from ‘“Constitutional Limita-
tions” by Cooley (Vol. I, p. 1071), and another from ‘* Essays in Taxa-
tion" by Seligman (p. 62). The quotation from Cooley is as follows;

A property tax for the general purposea of the Government either of the State
at large or of a county, city, or other district, is regarded as s just and equitable
tax. The reason is obvious. It af)portions the burden according to the benefit
more nearly than any other inflexible rile of general taxation. A rick maa derives
mote benefit from taxation, in the protection and improvement of his proPerty,
than & poor man, and ought, therefore, to pay more. But the amount of each
man’s benefit in general taxation can not be aacertained and estimated with any
degree of certainty; and for that reason a property tax ia adopted, instead of an
eatimate of benefits.

The quotation from Seligman is as follows:

Practically, the general property tax as actually administered la beyond all
doubt cne of the worst taxes known in the civilized world. Because of ita attempt
to tax Intangible aa well as tangible things, it sins against the cardinal rules of
uniformity, of equality, and of universality of taxation. It puts a premium on
dishonesty and debauches the public conscience; it reduces deception to a system,
and makes & science of knavery; it presses hardest on those least able to pay;
it impoeea double taxation on one man and grante entire immunity to the next.
In short, the general property tax is so flagrantly inequitable, that its retention
can be explained only through ignorance or inertia. It Is the cause of such cry-
ing injustice that ite alteration or its abolition must become the battle cry of every
statesman and reformer.

(B} Privilege or Franchlse Taxes in Lleu of Property Taxes

A franchise has been defined in the case of Bank of Augusta v. Earle,
13 Pet. (U. 8.) 519, 595, as ‘4 special privilege conferreﬁ by the Gov-
ernment upon an individual or corporation which does not belong to
citizens of the country generally by common right.’’

A tax on a franchise in lieu of a property tax is the same in principle
as & property tax iteelf in that the princiga.l j)urpose sought 1s to tax
property. Moreover, this tax hes the added purpose of requiring a
contribution for the special privilege conferred. In the case of a
strictly construed property tax, the rate is uniform and besed on velue,
whereas a franchise applies varying percentage rates based on gross
receipts, stock valuation, deposits, ete.

By referring to Exhibit 6 of the appendix, there will be found the

particular kind of businesses subject to this form of taxation together
with the rate used and the basis subject of the tax. As will be noted,
the principal businesses are public utilities, banks, and insurance
companies.
} The State of California is a pood illustration of the application of
this principle of taxation. That State imposes a franchise tax at vary-
ing rates on the gross income of public utility and related businesses
which result in the raising of sufficient revenue so that the State itself
is not compelled to resort to the general property tax.
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The principal merit of this tax is that it is easier to determine than
the general property tax., It is not deemed necessary to further dis-
<cuss this subject as the collections and other facts relative thereto are
included in the immediately preceding section of this report on prop-
erty taxes.

(C) Privilege or Franchise Taxes Not in Lieu of Property Taxes

Franchise taxes which are not levied in leu of property taxes are in
some c¢1ses applied to all corporations and in other cases only to publie
utilities, common carriers, banks and insurance companies, and other
related businesses. The franchise tax levied on all corporations,
while coming within the definition of a franchise tax as previously

iven, is more in tbe nature of a license tax since its principal purpose
18 to regulate the conduct of business in the corporate form. This
general form of franchise tax does not require special treatment here,
as it is ohvious that the rates imposed on all corporatione in general
can not be placed at too hizh a fipure without creating a serious con-
dition from the competitive standpoint between business conducted
in the corporate form and in the unincorporated form. It might be
noted that examples of this form of taxation may be found in Massa-
chusetts and in New York,

This section of the report, therefore, will deal witb those franchise
taxes which are in addition to property taxes and which apply only to
public utilities, express companies, sleeping and parlor car companies,
and other related businesses, together with banks and insurance com-
panies, and which taxes are hased on capital, gross income, or other
measure not common to property or net income taxes.

From tbe nvailable data at hand these taxes produced to the several
States and their subdivisions a total revenue of about $177,835,673
during the year 1931. In view of the total pross income of the trans-

ortation and other public-utility companies of ahout $17,000,000,000
1n 1929 and $12,000,000,000 in 1930, the fairly low collections seem to
suggest future possibilities in this form of taxation. Public-utility com-
anles are given a practical monopoly of their business within a State.
ne to thie fact they are subject to State control in regard to the
manner of their conducting business and in regard to the rates whicb
they are allowed to charge for thoir services. In fixing these rates the
rinciple is generslly recognized that such concerns should receive &
air return on their investment and no more.

It is evident that, if the principle of fair return be accepted by the
Stetes, the amount of the tax levied upon the gross receipts makes
little différence to the companies if they are permitted to consider such
tax as an expense and are allowed to receive their fair return after
taxes, In other words, if taxes are an expense and the fair return is
at a standard rate, then the special franchise taxes levied upon these
companies are passed on to tbe public.

Investigation has shown that a considerable number of States levy
a tax on this class of compsanies and that such taxes have been g0
productive of revenue as to enable the States either to reduce or to
refrain from increasing property taxes for State purposes. A brief
description of the different forms these taxes take in the several
States may be of interest.
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Among the common carriers automobile passenger carriers may pay
a rate based on capacity of buses, on passenger capacity per passenger
mile, or on gross receipts. Automobile property carriers are taxed
vanous]y—upon weight of trucks, upon capacity of trucks, per ton-
mile, or upon gross receipts. Steam railroads ordinarily pay upon
gross assets, upon gross earnings, upon track mileage, or upon net
operating income. Nine States tax street railways upon gross earn-
ings, while two States tax per mile of track, and one upon net earnin
One State taxes ships upon capacity. Express companies are genetally
taxed upon gross earnings or gross receipts, or on the basis of mileage.
Sleeping car companies arc assessed upon gross receipts, by car-mile,
or by flat rate. Telegraph and telephone companies are largely taxed
upon gross receipts, although the tax in some States is measured per

ole-mile, per mile of wire, per population, on net earnings, or by
at rate.

At the time of compiling this report, 8 States impose a franchise
tax upon utilities of a general nature, 3 tex electric tht and power
compa.mes 15 tax gas plants and dlstnhutmg systemns, 11 tax water
comnpanies, and 1 imposes & tax on tramways. The tax on these
utilities is measured in various ways in the several States—some meas-
ure the tax by a percentage of gross receipts ranging from one-tenth
of 1 per cent to as high as 5 per cent, others upon net earnings, some
hy population or by a flat rate ranging from $10 to $7,500 per annum.

égnong the financial institutions, the State banks, saving banks,
and trust companies are taxed upon capital, or capital and surplus,
upon average deposits, upon assets, or by a flat rate. Five States
impose a tax upon the shares of national banks based upon cash value,
book value, or par value. Building and loen associations are vari-
ously taxed in the several States—20 States impose flat rates on
domestic building and loan associations in addition to other fees,
3 upon gross assets, and 1 upon book value of capital stock. Foreign
building and loan associations in 19 States pay flat rates or other fees,
in 2 States they pay upon gross assets, and in ] Stete upon gross earn-
ings. Credit unions, finance comnpanies, and small loan companies
in 29 States are taxed on gross earnings, on gross assets, on deposits,
on capital, or at flat rates.

Insurance company taxation seems to be regarded as a fertile field,
as we find 24 States with tax provisions covering domestic life com-
panies, 45 States taxing foreign life companies, 30 taxing domestic
fire insurance companies, 46 taxing foreign fire insurance companies,
and 22 have a fire marshal’s tax on foreign insurance companies.
Domestie fraternal benefit societios are taxed in 16 States, and 19
States tax foreign fraternal benefit societies.

In Exhibit 7 of the appendix attached hereto will be found & state-
ment showing the range of rates and measure of tax imposed upon the
various groups of corporations subject to privilege or franchise taxes
not in lieu of property taxes. The form of franchise tax in most gen-
eral use and yielding the greatest revenue is the tax upon gross
receipts.

A study of the exhibit above referred to is convineing evidence that
this form of taxation has become an integral part of our State and
local taxing systems and worthy of most thoughtful consideration in
order that the proper revenue may be derived from this source, with
equitable distnbution of the burden. Apparently there are about
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607 different franchise taxes covering the type of corporetions men-
tioned in this paragraph. These franchise taxes have & broad base
and ere productive of considerabls revenue when properly designed.
They are justified on the theory that payment should he made to the
State for the special privileges conferred. Because of the fect that
pubhlic utilities are or should be regulated for the benefit of the public,
1t does not seem inequitable when & portion of these taxes is passed
on if the fair return permitted the company is not excessive.

{D) Income Taies on Individoals

While the taxing of income by the States of the Union has been
prevalent only in late years, an examination of the stetutes shows that
the ides of income taxation has been in the mind of the legislators for
8 considerable period. Virginia seems to have enacted the first
incomie tax law in 1843. This law, of course, has been amended and
changed to such an extent that et the present time it is hardly recog-
nizable., The Territory of Hawail enacted an income tax lew In
1896, but as this law was declared unconstitutional & new law was
enacted in 1901 and has been amended several times since that date.
Oklahoma followed with an income tex law in 1907, and Wisconsin
in 1911, The income tax of Wisconsin was undoubtedly the most
effective and well considered of these early taxes, Mississippi enacted
an income tax law in 1912, hut it was not & good revenue producer,
since no provision was made for its enforcement. The Mississippi law
was not effective until amended in 1924, Massachusetts provided for
an income tax in 1916, and in 1917 we find two States, Delaware and
Missouri, joining the ranks of those with income tex laws. New York
and North Dakote in 1819, North Carolina end South Cearolina in
1921, end New Hampshire in 1923 enacted income tax laws, Arkan-
sas, Georgla, and QOregon in 1929, and Idaho, Ghio, Tennessee, Utah,
and Vermont foIIowec%in 1931 with income tax laws. Thae last State
to enact an income tax law was Illinois in 1932. The State Supreme
Court of Illinois, however, has just declared the Illinois statute uncon-
stitutional, declaring that the word * property ” in the State constitu-
tion includes income and that all property taxes must be levied in
proportion to valuation. Polnting to the fact that the income tax
provides a graduated scale, the court said graduation was not valua-
tion. This decision may have far-reaching effect in preventing income
‘tax legislation by the States, since it appears that several States have
<onstitutions similar to Illinois. Furthermore, the Supreme Court of
Tennessee, in July of this year, declared the Tennessee income tax
law unconstitutional for practicelly the saine reasons.

At the present time, thore are 19 States and Hawail with effective
income tax laws if we exclude the unconstitutional statutes of Illinois
and Tennesses. In addition, the Territory of Alaska taxes the net
incoine ot gains realized from the sale of real estate or capital assets
at the rate of 1 per cent. Puerto Rico and the Philippines also
impose income taxes.

In determining what income is subject to these State income taxes,
little uniformity will he found in the treatment of residents and non-
residents in the several States. Delaware, Massachusetts, New Hamp-
shire, Utah, and Verinont apparently make no effort to assess the
tax against a nonresident. The other States assess tax against that



116 PRELIMINARY REPORT ON FEDERAL AND STATE TAXATION

portion of the income derived from sources within the State. In the

case of residents, three States, Hawaii, Oklahoma, and Oregon, tax

only that income which is derived from sources within its borders.

The other States tax the income regardless of the source from which

derived. Mississippi, South Carolina, and Wisconsin make certain

gllowances for income which is derived from sources without the
tates.

In 17 States, gross income is taken to have the same meaning as
given it by the Federal income tax law; that it includes all compen-
sation for personal services; income from professions, trades, sales,
etc.; dealings in property; interest, rents, and dividends; gains from
sales of securities; and income from any other source not exempt.
Delaware does not consider rents as income. Hawaii includes all
money or property acquired by gift, unless a tax has already been
paid on such as income. Massachusetts divides income into three
classes: First, annuities, salaries, business income, etc.; second, gains
from dealings in intangible personal property; and, third, income from
interest and dividends. New Hampshire taxes only interest from
bonds, notes, money, and debts, and dividends on transferable shares
of stock. Ohio taxes only income from interest, rents, dividends, and
income from productive investment. Some of the States tax stock
dividends as income and this is valid for the reason that they are
not bound by the definition of income as defined by the Supreme
Court with respect to the Federal income tax, which definition does
not include stock dividends.

Following the Federal statute in the matter of deductions from
gross income in arriving at net income, the majority of the States
allow practically the same deductions as are allowed by the Federal
income tax laws—namely, ordinary and necessary business expenses,
interest on indebtedness, certain taxes, loss not compensated by in-
surance, bad debts, depreciation and obsolescence, depletion, gifts to
charities, and realized capital losses. There are, of course, some dif-
ferences between the State provisions and the Federal provisions, but
these are not of sufficient importance to be detailed here. However,
Massachusetts allows only deductions with respect to income from
other than intangible sources. New Hampshire and Ohio do not
allow any deductions at all, because the tax is applied to income
from intangible sources only. In general deductions are only allowed
when attributable to income subject to tax.

All the States which have an income tax law, with the exception of
Ohio, allow a personal exemption, and all except New Hampshire allow
an additionalpdeduction for each dependent child of the taxpayer.
These exemptions are, for the most part, $1,000 or $1,500 in the case
of single persons and $2,000 or $2,500 in the case of married persons.
However, several States allow $1,500 and $3,500 exemptions for
married persons, and one State, New York, allows $2,500 for a single

erson and $4,000 for a married person. Likewise, there are two
gtates which allow a smaller exemption, such as New Hampshire with
a $200 allowance for both married and single persons, and Oklahoma
with $750 for a single person and $1,500 for a married person. There
is, likewise, no uniformity in the allowance for the deduction for de-
pendents, some States allowing as low as $200 for each dependent and
others, as in the case of Oklahoma, $750. Wisconsin is unique in that
it allows a credit against the tax instead of a deduction from net
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income. This credit is apparently based on an $800 exemption for
single persons and $1,750 for married persons, as the credit is $8 in
the case of single persons and $17.50 in the case of married persons,
with an additiona] $6 credit for each dependent. Massachusetts puts
a limit of 1,000 on her allowance as a personal exemption where the
income is from intangible property, Oregon is somewhat similar to
Massachusetts in this respect, as it likewise limits the persona] exemp-
tion predicated on the type of income reported, and Vermont follows
this same idea. The average personal exemption for all the States is:
For single persons, $1,210; married persons, $2,335; and for each
dependent, $329,

All but five of the States use a graduated scale in applying their
income-tax rates, but there is no uniformity in the brackets of net
income to which these rates are applied. Klaven States start their
rate with léaer cent, one State with 1X¥ per cent, four States with 2
per cent, and one State with 2) per cent. The lowest maximum rate
1s 3 per cent, which is applied on incomes in excess of $5,000 by Vir-
ginia and in excess of $10,000 by Delaware. The highest rate is 7
per cent, which is used hy Wisconsin, Wisconsin is the only State
which imposes s surtax, This surtax adds, in effect, one-sixth of the
tax computed under the normal rates, as a teachers’ fund surtax,
and in addition the normal rates are doubled for an emergency surtax
for unemployment. Thus, the Wisconsin tex at the present time
is 88 much as 15} cents per dollar of net income in excess of $12,000.

Of the several States which use & flat rate on all amounts of net
incomes, Massachusetts applies a 1% per cent rate on ordinary income,
that is, income from snnuities, professions, employment, business
etc., & 3 per cent rale on net gain g-om dealings in intangible personai

roperty and & 6 per cent rate on income from interest and dividends,
%ew Hampshire's rate is based on the average rate of tax on other
property, excluding poll taxes and levies on property specially taxed.
Under this system her rate was 2%, per cent for 1931. Ohio applies a
5 per cent rate on all iIncoms from productive investments, and does
not tax any other type of income. Vermont uses a 2 per cent rate on
all income exclusive of income from intangibles, this income heing
taxed at 4 per cent. Missouri’s rates are applied differently from
those of other States by what is known as the totality method; that is,
a single person with & nef income, over exemptions, of $2,000 would be
taxed at a rate of 1% per cent which would be applied on the entire
$2,000, instead of, as 1n the case of other States, 1 per cent on the
first thousand dollars of net income and 1% per cent on the second
thousand dollars. Againat this tax so computed there would he
allowed & 85 credit. Missouri increases this allowance of a credit until
a maximum of $135 is allowed in the case of net incomes in excess of
$9,000.

In attempting to average the highest tax rate for the several States,
we find that “ur]i%hout constdering the States which tax only intangible
income snd eliminating the Wisconsin surtax, we have an average
rate of sbout 4% per cent, while if we consider the rate of tax as
mentioned above with the Wisconsin surtax, we find an average rate
of 5% per cent. Now, if we assume thef all the income is from intan-
gibles, we find the rate without the Wisconsin surtex to he about
4%, per cent, while with the Wisconsin surtax it is 5% per cent.
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Nine States allow certain credits or offsets against the income tax,
New York, North Caroline, Oregon, South Carolina and Virginia
try to avoid double taxation on the same income by meaking pro-
-visions for crediting & nonresident’s income tax with taxes upon
income paid to other States which grant a reciprocsl privilege.
Georgia's and Vermont’s credit provision applies to resident tax-
payers only. Utah allows an offset of the amnount of taxes paid on
teal and personal property against the income tax up to an amount
not exceeding 33X per cent of the income tax.

Most of the States do not require an income tax retwrn to be filad
unless the net income ia more than the personsl exemption. How-
aver, a few of the States require returns to he filed if the gross income
exceeds a certain amount, es follows: $5,000 in Ideho; 84,000 in
Illinois; $5,000 in Mississippi; $5,000 in North Dakota; $2,500 in
Oklehoma; and $2,500 in Tennessee. Massachusetts and Ohioc re-

vire returns if any of the income is from intangible property.
%elawm'e requires a Teturn if the income is in any amount. Infor-
1nation Teturns are not required by the majority of the States unless
‘the money so ‘fmid out exceeds the personal exemption of the person
receiving it, This is not the case, however, in Illinois, which requires
information returns on mmnounts paid out of $700 or more; New York,
$1,500 or more; Oklahoma, $500 or more; Utah, $400 or more; and
Wisconsin, $700 or more.

One State, New York, facilitates the collection of the tax by re-
quiring withholding at the source; that is, any person paying out
compensation for personal services is required to withhold the tax
and is made personally liable in case of failure to do so. Wisconsin
reliea upon a system of information at the source for collecting its
tax on nonreaidents. The failure of the payor to report such pay-
ments forfeits the right to deduct same as an oxpense in computing
ncome.

In Exhibit 8 of the appendix will be found the rates of tax and the
_exemptions in the case of these State income taxes. The revenues
_derived therefrom, where available, are shown below:

Individnal income tax receipls

State Amount Y ear
DIEIAWBI . - o o oo e e —————— $1, 934, 203 1931
MNew Hampshire . ______________________ . .- A5, 6852 1030

NEW YOTK oo mae emoomo oo 2T ), 474, 1930

North Carclina. 1830
Tennessee,, .. 1981
Virginia_____. 31
Massachusett: 131

(E) Income Tax on Corporations

The first corporate income tax imposed by a State or Territory was
contained in s statute enacted by the Territory of Hawaii in 1896.
This statute was declared unconstitutional and was replaced in 1901
by a statute applying an incoine tax to both corporations and individ-
uals. Since that date, many of the States have passed laws subjecting
corporations to an income tex. At the present time, there are 20
States and 2 Territortes levying income taxes, excluding Washington
-whose statute was declared unconstitutional. In somo of the States,
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the tax is assessed directly upon the net income, while in others the
tax is levied upon the right to do business, measured by the net income.
Examples of States faling within this last classification are California,
Connecticut, Massachusetts, New York, and Tennessee, The Su-
preme Court of Tennesses has held that the personal income tax of
thet State is unconstitutional and diets in the case on that point cast
some doubt upon the validity of the corporate tax, although this last -
tax was not hefore the court for decision.

In determining gross income, deductions, and net income, the
States in general follow the Federal income tax law with slight modifi-
cations. However, it should be pointed out that some States do not
exempt stock dividends from tax. Unlike most State statutes, the
Connecticut statute contains a provision denying the allowance of
losses sustained in prior years. The reason for such a provision
appears to be the same as that which prompted the Federal Govern-
ment in the revenue act of 1932 to prohihit net losses for 1930 from
offsetting net income for 1932 and subsequent years—namely, to
prevent the revenues from being materially reduced by such losses.

Exhibit 9 of the appendix contains a comparative statement of
income taxes on corporations as of July 1, 1932. It will be noted
from this exhibit that four States (Arkansas, Connecticut, Mississippi,
and Montana) allow a specific credit against net income, which corre-
sponds in principle to the personsal exemption allowed individuals.
The purpose of this eredit 1s apparently to relieve the corporation
with very small earnings from tax. The Federal Government former-
ly allowed such a credit but abandoned it under the revenue act of
1932 because of the need for additional revenue. The specific credit
allowed by Arkansas is $1,500 for domestic corporations, and a pro-
portionate credit for foreign corporations based upon the ratio of

0ss income earned within the State to the entire gross income.

onnecticut allows the same eredit which the Federal Government,
allowed to corporations under the revenue act of 1928, namely,
$3,000 if the net income is $25,000 or less, with a proportionate re-
duction where the net income exceeds that amount. Mississippi
allows a credit of $750 to domestic corporations and a proportionate
credit to foreign corporations. Montana provides for a credit of
$2,500 in the case of both domestic and foreign corporations.

There are only four States which apply progressive rates to the net
income of corporations. These are Idaho, Mississippi, Oklahoma,
and Wisconsin. The following tahle shows how the rates vary in
each of these States:

Eiemption Idaha | Mississippl | Oklahomas | Wisconaln
Per cent Per cent Per cent Per cend
Flrst 81,000 . e am—— - 1 214 2 2

=) d $1,000 . - 1 2by 2 oM
Third $1L000. oo e ceiecccccm e 2 g 2 3

Fourth $1,000.. . _____ ... 2 3lg 2 avg
Filth $1,000...... : 3 214 2 4
Bixth $1,000. . . oo 3 5 2 5
Seventh $1,000 4 5 2 6
Eighth $1,000... 4 ) 2 ]
Hinth $1,000__ 4 ] 2 8
Tenth $1,000 . ..o 4 5 2 ]
Neoxt $5,000 4 ] 3 6
Nerxt 85,000 4 6 3 ]
Mot 880,000 . s e 4 3 4 8
OB o o o e e e am e acamswmamn e 4 & 5 6

153011-—33—9
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It will be noted from the above table that the rates on the first
$1.000 of net income vary from 1 per cent in the case of Jdaho to
2)% per cent in the case of Mississippi. The maximum rates are §
per cent in Missizcippi and Wisconsin, 5 per cent in Oklahoma, aud
4 per cent in idaho. While Wisconsin and Mississippi both have
the same maximum rate, this rete starts 'n Wisconsin with net in-
comes 11 excess o $6,000 but it does not apply in Mississippi until
th: net inecme exce>ds $15,000. Oklahomun does not apply 1ts maxi-
mum ra'e until the net income exceeds $100,000. It has brcen
seriously contended that progressive rates should not be applied to
the income of corporations, In this connection, we quote from
Siat> Incom Taxes (Vol. II, p. 86), published by the Nationul
Industrial Conference Board (Inc.}, in 1930:

It is not possible, however, to justify the application of a progressive rate to
the income of corporations on any theoretical grounds. The absolute amount of
net income which a corporation earns bears no relationship to the ability of the
corporation to pay, for it may very well happen that a large income is spread on
a small margin of profit., The use of a progressive rate ?or a business can not
be reconciled with either the '‘cost of service' or '“value of service” theories.
To illustrate, a Wisconsin corporation receiving a net income of $100,000 per
year would pay approximately thirteen times as much income tax as a corpora-
tion receiving $10,000 net income. While the ‘‘cost of service” or ““value of
service” may be greater for the business earning the larger net income, it can
not be established that these increase more rapidly than income, It is true that
efficiency in production enters into the concept of progressive taxation as well
as consumption or sacrifice. The original Wisconsin income tax law of 1811
recognized this principle by graduating the rates on the basie of investment to
taxable net income. The experiment was abandoned in 1812 owing to adminis-
trative difficulties. This principle was again recognized in 1817 when the
Federal Government introduced the excess-profits tax based upon the theory
that profits in excess of those normally earned should be taxed at a higher rate.
The excess-profits tax proved very difficult to administer because of the com-
plications arising out of the determination of what is & normal rate of return and
the amouct to be allowed as invested capital, since the rate of return depended
upon this item. Leaving aside the gquestion of theoretical justification of taxing
the higher business incomes at a higher rate, it may be stated that considerable
advance in the technique of tax administration must be made before success
with this method of taxing business income ean be expected.

The balance of the States apply only flut rates to the net income
of corporations. These rates vary {roan 1 per cent in the case of
Montana to 8 per cent in the case of Oregon. Georgin is unique in
that its law provides for a tax rate of one-third the Federal corpora-
tion income tax rate, so that any chunge in the Federal rate will
necessirily aflect the Georpia rates. Massachusetts divides corporate
income into three classes: (1) Business income; {2) income from in-
tangible property sales; and (3) dividends. The rates applied to
these different clesses of income are 1% per cent, 3 per cent, and 6

er cent, respeetively.  From a study of these flat rates contained in
ixhihit 9 of the appendix, it will he seen that with the exception of
Oregon und Massachusetts, oll of these Stotes adopt o flat rate of
less than G per cent.

There nre some States which allow property taxes to be credited
agninst the corporate income tax. For instance, California allows a
tox credit of 10 per cent of the real-estate tax paid in the State and
100 per cent of the personal-property tax, provided the total does not
exceed 75 per cent of the corporate income tax. Massachusetts
allows & credit for all property taxes paid and, in the case of a foreign
carporation, allows an exemption of the dividends paid to residents
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of Massachusetts. Oregon allows a tax credit for personal taxes paid
up to 90 per cent of the corporate tax. The reason for allowing such
an offset was explained by the Oregon tax commission ns follows:

{1) Inssmuch as banks de not pay personal-property taxes, it is necessary to
:ﬁ]igeaghher corporations of the tax in order to equalize the burden between

em,

(2) A business heavily burdened with a personal-property tax will be relieved,
to a Iarge extent, of the frauchise tax,

Utah allows property taxes os a credit agoinst its corporate tax up
to one-third of the corporute tax.

There are a few States which allow taxes other than property taxes
as a credit against their corporate income tax, For instance, Georgia
allows as a credif the incowne tax paid to other States or countries,
with the limitation that in no case shall the credit exceed the amount
of tax which would he paid to Georgia on o like amount of income,
Also, Tennessee nilows as a credit the franclise taxes paid on the
E%ig of net earnings and taxes paid on income from stocks and

onds.

Some of the State laws contain provisions requiring the payment by
corporations of a minimum corporate tax, qur instance, ga]ifornia
requires payment of a minimum tax of $25, and Connecticut and
QOregon a minimum tax of $10. New York has a minimum tax of $25,
with the further limitation that the tax shall not be less than 1 mill
per $1 of the face value of the issued capital stock. Utah has & mini-
mum tax of $1 and a limitation that the tax shall not be less than
one-twentieth of the fair value of tangible property. In Massachu-
setts, the tax on business and manufacturing corporations must not be
less than one-twentieth of 1 per cent of the fair cash value of corporate
stock, or one-twentieth of 1 per cent of the gross receipts from intan-
gihle personal property. In the case of sscurity corporations, the
minimum tax providecf] by Massachusetts must not be less than the
tax on financial corporations or less than one-half of 1 per cent of the
fair value of the corporate stock. The charging of & minimum tax, to
a large extent, provides for the cost of administration m a year in
which the income tax returns are small and has a tendency to prevent
extreme fluctuations in revenue receipts between lean and prosperous
FOars,

There has been considerable controversy over the advisability of
permitting corporations to file consolidated returns for Federal income
tax purposes. It is interesting to observe what the State laws provide
in this connection. Soine State statutes either do not provide for the
filing of consolidated returns or expressly forbid them. The following
States fall within this category: Arkansas, Georgia, Missouri, North
Carolina, South Carolina, Tennessee, Vermont, and Wisconsin.
Other States expressly authorize in their tax law for the filing of
consolidated returns. New York and Massachusetts even go so far as
to provide for a formula to be used in the computation of the income
due upon consolidated returns. However, the method adopted by
Massachusetts has been overthrown hy the courts,

The administration of the corporate income tax, like that of the
individual income tax, is under the control of & State tax commission
or a tax commissioner. The tendency has been towards centraliza-
tion, although in some of the States,such as New York, the administra-
tion has been somewhat localized in order to get closer contaet with
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the taxpayer; but even in such cases, the power of administration
still rests 1n the central authority. To secure a check upon corporate
income, some States require corporations filing Federal returns to
file & copy of such return with tﬁg State tax commissioner. A few
States even require a duplicate copy of the Federal income tax return
to be attached to the State income tax return. While this require-
ment undoubtedly has its advantages, it may be open to constitu-
tional objections on the ground that it is an indirect interference with
the power of the Federal Government to levy taxes. For ingtance, in
the case of Flaherty v. Hanson (215 U. 8. 515), the Supreme Court
held invalid a State statute requiring the holder of a Federsl internal
revenue receipt to register and publish the same.

One of the chief problems which the States have encountered in
imposing income taxes is to determine what income is earned within
their borders. In the case of a foreign corporation doing business
within and without the State, this problem must necessanly arise, as a
State has no power to tax a foreign corporation on income outisde of
ite borders. In the case of domestic corporations, some States have
avoided this difficulty by taxing their entire net incomne whether earned
within or without the State. Other States tax both domestic and
foreign corporations only upon income earned within their borders.
The methods applied by the different States for ascertaining what

ortion of the incowne is earned within the State are not uniform.
me base their computation upon the ratio of gross receipts within
the State to gross receipts elsewhere. Others apply a ratio of the
business done and property owned without the State to the business
done and property owned within the State., Still others adopt a com-
plicated formula to determine the ratio and, in a few cases, the
uestion of ascertaining the income earned within thd State is left to
a:le ingenuity of the taxpayer. Most methods of allocation have met
withu}c%a approval of the Supreme Court. However, if the method as
applied to a particular case results in the part of the income attributed
to the State being out of :,nlluproportion to the business there transacted
by the coproration, it will not be upheld by the Supremme Court.
(Hans Rees’ Sons v. North Cerolina, 283 U. 8. 123.)

In closing this discussion of the corporate incomse tax, some mention
ought to be made of the revenues derived fromn that source. In
Exbibit ¢ of the appendix will be found the revenues derived from
State taxes for the years 1930 or 1931 as available. The rcvenues
from corporate income taxes taken from this table are shown below:

Connectieut . o e eiamaeaos $3, 534, 787
Montana . e ccm—m—————— e 437, 808
North Carolina 5, 692, 708
Oregon._ _ . ooo. 673, 377
Tenneasee 522, 632
Yirginia._ . _____ 2, 065, 454

{F) Esiste and Inheritance Taxes

It appears that death taxes were levied during the colonial period,
but Pennsylvania became the first State to enact a true inheritance
tax by imposing, in 1826, a levy of 2% per cent on property passing to
collateral heirs. By 1892, 14 States had enacted some form of death
duty, although at that time only 9 States still retained their tax.
These levies were all confined to either collateral heirs or nonresidents,
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Economic conditions, the necessity for additional State revenues,
and the concontration of wealth, undoubtedly resulted, beginning
with 1892, in renewed activity in the death-tax field. In that year
New York enacted an inheritance tax which initiated the principle of
applying the levy to direct, as well as collateral, heirs, Between 1892
and 1916, when the present Federal estate tax was originally imposed,
30 additiona] States enacted death taxes. Ten of these States
imposed an inheritence tax applicable to collateral heirs only; 19,
following New York’s example, included both direct and eollateral
heirs within the scope of their tax; and 1 State (Utah) imposed an
estate duty. Moreover, 4 of the States which previously had
taxed inheritances resumed such taxation, The most important
principle developed in this period was that of J>r0gresslve rates,
initiated by Ohio in 1894, which went hand in hand with the classifi-
crtion of heirs into groups according to their relationship to the
decedent.

At the time of the enactment of the Federal estate tax in 1918, 43
States had & death duty of some kind, Of these States, 31 imposed
an inheritance tax on both direct and collateral heirs, 11 had an
inheritance tax applicable to collaterals only, and 1 had an estate
tax, The principle of progressive rates was recognized, to some
extent, at least, in 28 of the States, while all of the 42 inheritance tax
statutes gave effect to the principle of consanguinity. The average
rate of tax at that time was from 1 per cent to & maximum of 3
per cent on direct heirs, and from 5 per cent to & maximum of 11 per
cent on distent relatives and strangers.

War and post-war conditions and the enactment of the Federal
estate tax had a profound effect upon State death-tax legislation
subsequent to 1916, The necessity for added revenue brought about
incressed rates, and the credit allowed by the Federal tax for State
death taxes paid resulted in the enactment of additional estate taxes
by many of the States to take advantage of this provision. While
prior to the enactment of the Federal tax only 5 States had no
death duty in any form, these 5§ States enacted death taxes in
subsequent years. At the present time, only 1 State {(Nevada), has
no death tax, it having repealed its inheritance tax in 1925. The
District of Columbia also has no such tax.

Of the 47 States now imposing death taxes, 13 levy an inheritance
tax only; 28 levy both an inheritance tax and an additional estate
tax; and 6 impose an estate tax only. The forms of death tazes
used in the respective States are as follows:

Inheritance tax only: Arizona, Arkansas, Idaho, Illinois, Kentucky,
New Jersey, New Mexico, Oklahoma, South Carolina, South Dakota,
Texas, West Virginia, and Wyoming,

Inheritance and estate taxes: Californis, Colorade, Connecticut,
Delaware, Georgia, Indiana, lows, Kansas, Lousiana, Maine, Mary—-
land, Massachusetts, Michigan, Minnesots, Missouri, \flont.ana,
Nebraska, New Hampshire, North Carolina, Ohio, Oregon, Pennsyl-
vania, Rhode Island, Tennessee, Vermont, Virginia, Washington, and
Wisconsin.

Estate tax only: Alabama, Florida, Mississippi, New York, North
Dakota, and Utah.

The above list discloses that the inheritance tax is at present used
in 41 States, Of these States, 37 levy the tax on both direct and
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collateral heirs, 3 apply it to collaterals only, and 1 State {Georgia)
imposes it onl{ on nonresidents. In the 28 States levying additional
estate taxes, the rates are, with one exception (Oregon), prima facie
based upon the Federal law of 1926, being enacted for the purpose of
absorbing the 80 per cent credit sllowed by that act for State death
taxes paid. Even in the case of the six States levying only an estate
tax, the rates of four of these are clearly based upon the Federal law,
These estate taxes would generally become void or of no effect upon
the repeal of the Federal estate tax or the credit provision thereof.

A composite of the rates and exemptions in the 37 States imposing
an inheritance tax on both direct and collateral heirs has been com-
puted, and is as follows:

Reneficiary Composite rates gﬁmﬁs
B L L 13{ per cent graduated to 614 per pent.. ... $14, 310
WHAOWRr . e e e . lﬁ per cent graduatsd to 7 pereent . ... . L0, 800
Chlid...______ --| 135 per cent gradnated to #8{ percent __ . ___ B 120
Brothar ar slster. -] 34¢ rer cent graduated to 103 percent.. ... 2, 850
Tncle ar aent__. __| é§ per cent grednated to 1345 per cent______ 510
Steanger InBlood, ... . eiieeaieenaa-.] A oper cent gradusted to 1614 percent. ... - 1]

It may be observed from the foregoing table that consanguinity is
recognized in two ways, namely, by graduation of rates and by exemp-
tions. The widow is plainly preferred over the hushand and issue by
the granting to her of a larger exemption, althongh the rates on these
beneficiaries average about the same. It may also be observed that
the rates on hrothers and sisters, uncles and aunts, and more remote
relatives, are suhstantially in excess of the rates on the survivin
spouse and direct descendants. The exemptions to the collater
relatives, moreover, are much less than to direct heirs, which results
in further increasing the tax on their shares.

The variations in the rates in the 37 States imposing an inheritance
tuﬁlon both direct and collateral heirs may be shown by the following
tahle:

Class of henefloiary Maximum rate ﬁ%’&ﬁ:

—

Dver & per cant, not over 8 per cent, ...,

Over & per cent, not over 10 per cent. ..
Dver i per cent, not over 18 per cent __
Sper cent or lBss. oLl e i iee
Ower 5 jwer cent, ant over 5 pereent__________
Dver & per cent, not over ) per cent, .
Over M) rer cent, nnt over A percent. . __.
e I vaeo Dwer 16 per vent, tot over 25 pervent .
.......................................... l Over 25 per cent, not over 40 percent. ... __.

I
‘ Syerocent or W8S . _._.__e.____
|

- O 5 K N e TR B

It is ohvious from the above table that the majority of these States
tax the widow end children very lightly, while in the cease of strangers
in Llood s frirly heavy tax is imposed. In view of the fact that at
lenst three-fourths of the property of decedents passes to the widow
and children, it cen readily he seen that the low rates imposed on this
class of heneficiaries materially lower the revenue derived from
inheritance taxes,
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The variations in the exemptions in the foregoing States are illus-
trated by the following table:

Class of beneficiary: Veration lo exemption
Widow_ e iccceacmaaaa- 35, 000 to 375, 000
Adult ehild ___ ___ e ____. 2, 000 to 25, 000
Brother orsister. _ __ .. .. Oto 25,000
Unele or aunt. o o o e ameen Oto 2,000
Stranger in blood _ _ _ _ L. ... 0to 1,000

The larger exemptions in the case of direct heirs nffects the revenue
from inheritance taxes in the same way ss the lower rates applicable
to this group. '

Ordinasrily, the property of both resident and nonresident decedents
is subject to the State inheritance taxes, although the jurisdiction of
the States over the property of nonresidents is somewhat limited,
In the case of resident decedents, all property within the State or
subject to its jumadiction, both tanzible and intangible, is taxed,
Nonresidents, however, are generally taxed only upon the real pro-
perty and tangible personalty within the State. A number of States
formerly taxed certain intangible property of nonresidents, basing
their jurisdiction over the property upon various grounds, Most of
this property now escapes the duplicate taxation resulting frora this
practice, eitﬂer through reciprocity agreements between some of the
States or by virtue of certain recent decisions of the United States
Supreme Court which greatly limit the power of the States over the
intangible property of nonresidents.

In eight of the States there is in force what is known as the com-
munity-property system, under which all property acquired during
marriage by the industry and labor of either the husband or wife, or
both, together with the mcome therefrom, belongs one-half to the
husband and one-half to the wife. The States using this system
are Arizona, California, Idaho, Louisiana, Nevada, New Nf‘éxico,
Texas, and Washington. In these States, the community-property
portion of the surviving spouse is free from death taxes, but the one-
half interest belonging to the deceased spouse is subject to the in-
hertance tax except m two of the States. Nevada imposes no death
tax at all, and New Mexico imposes no tax on the death of the wife,
since in that State her interest is considered to be an expectancy only,

The State inheritance taxes fall on the transfer of property whother
by will or intestate succession. Nearly all of the States include in
the taxable estate of the decedent transfers made in contemplation
of death. Most of these States provide an arbitrary period before
death within which transfers will be presumed to have been made in
contemplation of death, but the presumption may be rebutted in all
cases, since the Supreme Court has held conclusive presuinptions to
be invalid.

Dower and curtesy interests, or rights granted in liea thereof, are
taxable under many of the statutes, while joint estates and estates
by the entirety are generally reached to the extent of the decedont’s
interest therein.

Under the great meajority of the statutes, the property of the
decedent is valued for the purpose of the tax as of the date of his
death. In Arizona and Indiena, however, the value at the time of
the transfer is used, while in New Mexico the date of appraisal is
controlling, Vennont uses the value of the property one year after
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death, which is the date when the property is distributed. The
value sought in all cases is the fair market value of the property.

The standard deductions allowable appear to be the funeral and
administration expenses, debts, and legal claims against the estate.
Transfers to the State, or to religious, charitable, or educational
institutions are usuelly exempt from the tax.

It would be interesting to describe in detail the death-tax system of
each State, but space does not permit of such a description. It is
important, however, to gain & more concrete idea of State death taxes
than hes been given. Therefore, the death-tax systems of several
States will be described, nomely, those of Massachusetts, Celifornia,
and New York. These States are selected more for the purpose of
showing the merked variations in type rather than for the fact that
they might be typical of other States.

MASBACIHUSETTS

The basic death tax of Massechusetts is an inheritance tax, levied
on both direct and collateral heirs. An additional estate tax is also
'imposed, being levied for the purpose of taking edventege of the 80
per cent credit allowed by the Federal lew of 1926 for State death
taxes paid. The inheritance-tax stetute exemplifies the progressive
principle of taxation es well as the principle of Increasing the rates as
the degree of relationship of the beneficiary to the decedent becores
more remote.

For the purpose of epplying the rates and exemptions under the
inheritence tax, the beneficiaries are divided into four groups. In
Group A ere the surviving spouse, the father and mother, and the
children and theirissue. (lass B is composed of the more remote lineal
ascendents and descendents; class C includes brothers and sisters and
nephews and nieces; and class D covers all others. The rates of tax
are applied by brackets, eight in number, tha graduation ceasing with
that portion of the net share in excess of $1,000,000. The heirs of
Group A are taxed at rates graduated from 1 per cent to a maximum
of 7 per cent, while the graduation in the rates appliceble to beneficia-
ries of Group D ranges from 5 per cent to & meximum of 12 per cent.
The rates appheable to Groups B and C are gradueted, respectively,
from 1 per cent to 9 per cent und from 3 per cent to 12 per cent.

The Eiassachusett.s inheritance tax is not imposed on property or
interestas passing to beneficiaries of cless A unless the value thereof
exceeds $10,000. There is one exception to this rule, namely, that &
grandchild of the decessed is taxaﬁlc when the value of his share
exceeds $1,000. Beneficiaries of ¢lasses B, C, and ID are not taxable
unless the value of their shares exceed $1,000. These amounts of
$10,000 and $1,000 ere not exemptions in the usual sense, because
where the share exceeds these amounts the tax is computed on the
entire amount end not on the excess above the exemption. Thus, &
widow receiving $11,000 from her husband’s estate would pay 1 per
cent on $11,000, or $110; not ! per cent of $1,000, or $10, as would
generally be the case in most States. It is provided, however, that
no tax sﬁall be exacted which reduces the velue of the share below the
emount not taxable. Therefore if a widow received $10,100 from her
husband’s estate, no tax would be imposed beceuse I per cent of $10,100
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would be $101, an amount which would reduce the value of Ler share
below $10,000.

It appears that real estate owned by a husband and wife as tenants
by tho entirety is not subject to tax, but in cases of joint tenancy the
tax will beimposed if the deceased contributed to the acquisition of the
property. It also appears that dower and curtesy interests are not
taxable. Property passing from the decedent to charitable, educa-
tional, or religious organizations is exempt from the inheritance tax
if the property of such organizations is exempt from taxation under the
laws of the Commonwealth, or if the property passing is for charitable
purposes to be carried on within the Commonwealth. Otherwise, all
property of resident decedents, corporeal and incorporeal, is subject to
tex, In the case of nonresidents, real estate and tengible personal
property located within the State is taxeble. The Massachusetts
statute contains no provision exempting property previously taxed,
but it does provide for the nontaxability of intangible personal property
of nonresidents.

The inheritance tax falls on transfers whether by will or intestate
succession, and also on gifts inter vivos if mede in contemplation of
death. With respect to transfers inter vivos, the rule is as follows:

Any deed, grant, or gift completed inter vivos, except in cases of bona fide
purchase for full consideration in money or money’s worth, made not more than
aix monthe prior to the death of the grantor or donor, shall, prima facie, be deemed
to have been made in contemplation of the death of the grantor or donor, HNot-
withstanding any provisions of section I, no tax shall be payable thereunder an
account of any deed, grant, or gif{ in contemplation of death made more than two

years prior to the death of the grantor or donor, unless made or infended tn take
effect in possession and enjoyment after such death.

The Massachusetts inheritence tax is assessed upon the value of the
roperty at the time of the death of the decedent. In the case of
Efe estates, and future expectancies after the termination of a life
Interest, the respective values are determined by the use of the Ameri-
can Experience Tables of mortality, at 4 per cent compound interest.
The tax is due one year from the date of giving bond by the executors,
administrators, or trustees first appointed. Interest becomes cherge-
able at 6 per cent from the due date.

Massachusetts also imposes an additional estate tax to take advan-
tage of the credit provision of the Federal law of 1926. The important
features of this tax may be shown by the following quotation from the
statute {(acts of 1927, ¢. 178, as amended):

8ection 1. Esfale lax upon lranafer of residen! eslolfes.—A tax is hereby im-
posed upon the transfer of the estate of every person dying after February twenty-
sixth nineteen hundred and twenty-six, who at the time of his death was a resi-
dent of this Commonwealth, the amount of which shall be the amount by which
eightyger cent of the estate fax payable to the United States under the provisions
of the Federal revenue act of nineteen hundred and twenty-six shall exceed the
aggregaete amount of all estate, inheritance, legacy, and succession taxes actually
paid to the several States of the United States in respect to any property owned by
guch decedent or subject {0 such {axes sa part of or in connection with his estate.

A iax is hereby impeosed upon the transfer of resl property or tangible personal
property in the ommonwealfth of every person who at the time of geath was not
& resident of the Commonweslth, the amount of which shall be a sum equal to
such proportion of the amount by which the credit allowable under the applicabla
Federal revenue act for estate, inheritance, legacy, and succession taxes actually
paid to the several States exceeds the amount actually so paid for such taxes,
exolusive of estate taxes based upon the difference between such credit and other
estate taxes and inheritance, legacy, and succession taxes, ea the value of the
property taxable in the Commonwealth bears to the value of the entire estate.



128 PRELIMINARY REPORT ON FEDERAL AND STATE TAXATION

The statute specifically provides that the additional estate tax shall
become void and of no effect upon the repeal of the Federal estate
tax law of 1926 or the 80 per cent credit provision thereof.

CALIFORNIA

The State of California imposes an inheritance tax on both direct
and collateral heirs, which is supplemented by an additional estate
tax to take advantage of the 80 per cent credit clause of the Federal
. law of 1926. The inheritance-tax rates are progressive, increasing
with the amount of the share and as the degree of relationship of the
beneficiary to the decedent becomes more remote. The exemptions
allowed favor direct heirs over more distant relatives.

Under the California inheritance tax the beneficiaries are grouped
into four classes the same as under the Massachusetts statute, but
the classification is not identical. In California, while direct heirs
compose class A, brothers and sisters are placed in class B, uncles
and aunts and nephews and nieces make up class C, and all other
beneficiaries fall in class D. The rates of the tax are applied by
brackets, seven in number. The graduation ceases with different
brackets in the case of each class, however. In the case of class A
beneficiaries, the maximum rate applies to that portion of the net
share in excess of $500,000, but in the case of beneficiaries of class D
it applies to the excess of the net share over $50,000. There are two
sets of rates applicable to class A beneficiaries, one applying to the
wife and the other to the remainder of that class. The graduation
in the case of the wife begins with 4 per cent, due to the fact that her
exemption eliminates the first two brackets, and reaches a maximum
of 8 per cent. The rates applicable to the other class A beneficiaries are

raduated from 1 per cent to a maximum of 10 per cent. On class D
eneficiaries the rates correspond to those of the Massachusetts
statute, ranging from 5 per cent to & maximum of 12 per cent.

The California statute allows the following exemptions, which are
deductible from the first brackets in the case of all beneficiaries except
the wife, in which case, as has been pointed out, the exemption elimi-
nates the first two brackets:

Widow . el $50, 000
Minor child . - . eeo- 24, 000
All others in class A _ .. 10, 000
Class B beneficiaries_ - . __ ... 5, 000
Class C beneficiaries. .. .- . ______ 1, 000
Class D beneficiaries_ .. _ - ... 500

Transfers for charitable, benevolent, educational, or public pur-
poses, either to a domestic corporation or for use within the State,
are entirely exempt from the tax, as are transfers to such institutions
without the State which are exempt from a death tax of any character.

The rates applicable to the various brackets are determined by the
size of the distributive share before the deduction of the exemption.
Thus, an estate of $51,000 left to the wife, is taxable at 4 per cent on
$1,000, or $40. In the case, however, of a minor child receiving a
like sum, the tax would be 1 per cent of $1,000 ($25,000— $24,000),
plus 2 per cent of $25,000, plus 4 per cent of $1,000, or a total of $550.

California being, a community-property State, only taxes one-half
the community property on the death of either spouse. Personal
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property, wherever situated, even if acquired while the husband and
wife were domiciled elsewhere, is considered community property if
when the property was acquired it would not have been considered
separate property if they had been domiciled in California. In the
case of the transfer of community property from one spouse {o an-
other, one-half of the property so transferred is not taxable. In 1927,
an amendment was added to the Civil Code whereby it is provided
that the interests of husband and wife in the community property
are present, existing, and equal.

Tﬁe inheritance tax is imposed upon the transfer of all the prop-
erty of a resident dccedent, whether real, personal, or mixed, or any
interest therein or income therefrom, in trust or otherwise, except
real property and tangible personal property having its actual situs
outside the State. Transfers inter vivos are taxable when made in
contemplation of death or intended to take effect in possession or
enjoyment at or after the death of the transferor. The words ‘“con-
templation of death’ are taken to include that expectancy of death
which actuates the mind in the execution of a will. The statute also

rovides that all transfers made more than 4 years prior to the dece-

ent’s deatb shall be presumed not to have been made in contem-
lation of death. This latter provision is unique, being found only
in the California statute.

Effective as of July 29, 1927, & reciprocal provision was adopted
by California which provided that the State would not tax the in-
tangihle personal property of decedents who were residents of States
which impose no death taxes on intangible property of California
decedents, or the laws of which contain similar provisions for recipro-
cal exemption. In 1929, this provision was amended to include any
foreign State or country, and liinited to all jurisdictions impesing a
legacy, succession or death tax on residents,

The California estate tax is based upon the Federal law of 1928,
and is determined in each case by subtracting from 80 per cent of
the tax imposed by that statute the amount of inheritance tax im-

osed by the State law. Since the inheritence tax upon estates of
ess than $1,000,000 is greater than the Federal estate tax under the
1926 law, the additional revenue derived from the imposition of the
California estate tax comes entirely from estates in excess of that
amount. It appears that the estate tax would cease to operate with
the repeal of the Federsl estate tax law of 1926,

NEW YORK

After having had a transfer tax for many years, New York aban-
doned this levy in Septemnber, 1930, and imposed in lieu thereof an
estate tax at rates sufficient to absorb the full 80 per cent credit of
the Federal law of 1926. The New York estate tax reaches all estates
of over $5,000, whereas the Federal tax under the 1926 act is only
imposed on estates in excess of $100,000, New York is one of the few
Stetes exemplifying the use of an estate tax only. The tax is applied
by hrackets, the graduation ceasing with that portion of the net
estate in excess of $10,100,000. The rates are graduated from four-
fifths of 1 per cent to a maximum of 16 per cent. It will be observed
that these rates are 80 per cent of the Federal rates under the 1926
act, which are pradusted from 1 per cent to 20 per cent.
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The following exemptions are allowed under the New York estate
tax, which may be deducted from the first bracket only:

(1) The amount of the net estate not exceeding $20,000 transferred
to the husband or wife of the decedent.

(2) The amount of the net estate not exceeding $5,000 in each
inatance, transferred to a lineal ancestor or descendent, adopted child,
stepchild, or lineal descendent of an adopted child, or to a brother or
sister, or to the wife or widow of a son, or to the husband or widower
of & dau hter, or to any child acknowledged ss auch by the decedent
not less 51an 10 years prior to the transfer.

(3) Life insurence payable to named beneficiaries up to $100,000,
less the exemptions allowed in paragraphs (1) and (2).

The deductions allowable againat the gross estate include expenses
and legal claims against the estate of the decedent. The value of
property previously taxed in the estate of a prior decedent who died
within 5 years, which property has been subject to a Federal estate
tax, is deductible, There may also be deducted from the gross estate
the value of property transierred to the United States or to any
political subdivision thereof for exclusively public purposes, and the
value of any property transferred to any institution organized and
operated for exclusively religious, charitable, scientific, literary,
patriotic, historical, bar association, or educational purposes.

The following example illustrates the method of computing the
New York cstate tax:

Value of gross estate . . oo $600, 000
Deductiona:
Expenses; debta_ e eneecnmo e 340, 000
Charitable bequesta. _ _ .. _ . _.___ 20, 000
Property previously faxed ___ ... _.._.._. 10, 000
—_— 70,000
Net estate subject bo tax . o ceaaac. 530, 000

Comgutation of fax:
irst $150,000 taxable atfour fifths of 1 per cent (deduct $20,000
exemption to widow and 85,000 each to fwo children, leaving

taxable balance of $120,000) . o e o mimimmamamaman 9680
Next $50,000 taxable at 13§ per cent_ o _.____ 800
Next $100,000 taxable at 2% per cent_ o .. . ... 2, 400
Next $200,000 taxable at 33 per eent . _ oo oo oo 6, 400
Next $200,000 taxable at 4 per cent {balance, $30,000) _____._._._ 1, 200

Total New York estate tax_ . _ .. .. 11, 760

In the above illustration, the tax at Federal rates under the act of
1926 would be $14,000, and the 80 per cent credit allowed the estate
for State death taxes would be $11,200. The New York tax, there-
fore, exceeds the Federal credit by $560. This i1s due to the fact
that while the rates of the State tax are equal to 80 per cent of the
Federal rates, the exemption is not as large as that of the Federal law,

All property of resident decedents is subject to the New York
estate tax whether passing hy will or Intestate succession, with the
exception of real property and tangible personalty having their
actual situs outside the State. Nonresidents are taxed in conform-
ance with this rule; that is, on tangible property having an actus
situs within the State.

The details of the New York law follow closely the Federal statute
of 1926, so that in most cases the net estate will be the same for the
purpose of both the State and Federal tax. Joint estates, tenancies
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by the entirety, dower and curtesy interests, and property passing
under & genenﬁr power of appointment are all subject to tax under the
New York statute. TransHars made in contemplation of death are
likewise taxable, and there is a rebuttable presumption that transfers
made within 2 years of death are made in contemplation of death,

The tax is assessed on the falr market value of the decedent’s
property as of the date of his death. It is not required to be paid
until 18 months after that date, but if not paid at that time interest
attaches at the rate of 6 per cent if permission for the dela%in payment
is granted; otherwise, the rate is 10 per cent. New York gives a
discount of & per cent for payment of the tax within 6 months from
the date of the decedent’s death.

The New York statute would remain in force regardless of the re-
peal of the Federal law or the 80 per cent eredit provision.

Space will not permit of & further deseription of the death tax
gystems of the various States. However, there has heen included in

xhibit 10 of the appendix a tahle showing the form of tax imposed
in the respective States and the rates and exemptions as applied to the
several groups of beneficiaries,

The totel State death-tax burden is gradually coming to be more
and more uniform, due to the influence of the provision of the Federal
estate tax law of 1926 which permits a credit against the tax imposed
thereby of all death taxes paid to the States, not to exceed 80 per
cent of the amount computed at Federal rates. As a result of this

rovision, some of the States which bad inheritance taxes in force
1ncreased their rates to equal the amount of the Faderal credit.
Others imposed additional estate taxes for this purpose, while in a
few instances estate taxes equal to 80 per cent of the Federal levy
were imposed by States which previously had no death taxes.

It will be interesting to note the averape State tax on estates of
several different sizes, For this purpose, two different amounts
will be shown in each case, one being the tax when the estate is dis-
tributed to the widow and four children, the other the tax when the
entire estate passes to a stranger in blood. The average is computed
for the 48 States, 47 of which have some form of death duty.

Average Htale tax oo
distribution of estate
Siza of estate
To widow
and 4 chil- {| To stranger
dren

350, 000 $100 $3. 259

200, 000 2, 384 16, §20

1, 000, 00O 31, 146 118. 001

10, 0, 000 817, B0 1,457,821

In the case of estates of $50,000 or lass, to which the Federal tax
does not apply, there is little, if any, uniformity in the amount of tax
payshle in the different States. the size of the estate increases,
however, the equality of the total burden becomes more marked.
Where an estate of $50,000 is distributed entirely to the widow, the
average State tax i3 $446, but it varies from nothing to as high as
$1,700. In the case of estates of $200,000, the variation is still very
noticeahle, However, when the size of the estate reaches $1,000,000,
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the tax in each State, with two exceptions aside from the community-
property States, is at least equal to 80 per cent of the Federal tax
under the act of 1926. The uniformity in the burden in the case of
eatates of $10,000,000 is very plain, for in 26 States the tax on a dis-
tribution of the entire estate to the widow is exactly equal to 80 per
cent of the Federal tax under the above act, or $1,067,600. The
average tax on such a distribution is $846,026, but it should be pointed
out that this average, as well as all the other averages, is considerably
Jowered by the fact that in eight States in whiacﬁn the community-
property system is in force the tax is applied to but half the com-
munity estate. Under the progressive rate schedules, the tax is thus
more than cut in half in these instances. Also, it should be pointed
out that Nevada is included in computing the averages, and that
State has no death tax.

Prior to the enactment of the Federal estate tax in 1916, the States
did not realize much revenue from death taxzes, collections in 1915
amounting to only 528,784,000, This was due both to the low rates
tben imnposed and to the fact tbat a great many States did not tax
direct heirs, to whom passes mnost of tEfa property of decedents.

Increased rates and the extension of the inheritance taxes to direct .
heirs resulted in & continued increase in receipts, year by vear, until
in 1924, when the credit provision of the Federal law was first enacted,
they had grown to over $80,000,000. This credit provision, which
wad first limited to 25 per cent of the Federal tax, naturally iricreased
the State receipts still further, since many of the States either increased
their rates or imposed new taxes to take advantage of the credit. In
1926, this credit was increased to 80 per cent of the Federsal tax, and
in 1930, with the credit provision fully operative, Stete receipts
amounted to $180,794,000. What the recent decline in property
values will have on death-tax receiptsis unknown. Itiscertain, how-
ever, that the imposition of the additional Federal estate tax under
the act of 1932, against which no credit is allowed for State death
taxes paid, will not affect the State revenues since the credit provision
applying to the tax imposed under the 1926 act has not been changed.

It is interesting to note that while in 1915, State death-tax receipts
accounted for 7.9 per cent of all State revenues from taxes, in 1930,
with receipts six times as great as those for 1915, thoy mede up but
10.1 per cent of the total tex burden of the States. In other words,
while revenues from death taxes have been constently increasing,
they have merely kept pace with the increase in other taxes.

(G) General Sales Taxes

The failure of the general property tax to provide sullicient revenue
for the support of State and local governments has forced many States
to seek other sources of revenue. While there has been some move-
ment in the States toward a general sales tax, it appears that the
majority of the States are still opposed to incorporating such a tax in
their fiscal system. Most of them seem to favor either the income
tax or sales taxes on specific objects. Arkansas and California
rejected & general sales tax at the 1932 November election. In
Kentucky, the House of Representatives passed a general sales tex
bill of a very wide scope in 1932, hut it met with such opposition from
tradesinen and other business interests that it was finally killed in the
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Senate. Florida and Texas both rejected a general sales tax in 1931.
In Iowa, South Carolina, and Virginia, a general sales tax movement
is under way but i3 meeting stubborn opposition. Georgia adopted
a general sales tax in 1929 but later abandoned it for an income tax.
New York has steadily refused to adopt such a tax. In Alabama and
Illinois, general sales taxes are now being advocated. In Illinois, the
chairman of the State Tax Commission has announced that he will
recommend a sales tax similar to the one in Mississippi. The tax
situation in Illinois is especially acute, due to the fact that the Illinois
income tax has been declared unconstitutional by the supreme court
of that State. The Illinois legislature has recently passed a law giving
the counties authority tolevy a 1 per cent tax upon all sales of tangible
personal property and it is now before the governor for signature.

At the present time there are nine States which impose what might
be termed “‘general sales taxes.” These are Connecticut, Delaware,
Kentucky, Louisiana, Mississippi, Missouri, North Carolina, Penn-
sylvania, and West Virginia. In addition to these States, general
sales taxes are also immposed by Puerto Rico and the Philippine
Islands. Before considering these taxes, it might be well to state the
ordinary understanding of what is meant by a general sales tax.
Perhaps the best explanation of this term is found in the “Report on
Taxation in West Virginia,”” by Dr. Roy G. Blakey, which is as follows:

The characteristic of a general sales or turnover tax is that it attaches, directly
or indirectly, to all commodity and property sales in a prescribed general class or
classes, such as sales at retail, sales at wholesale, manufacturers’ sales, and so
forth. Consequently, except for special exemptions and discriminations, it
extends uniformly to all commodities and property entering into sales transactions.
It will be seen from this description that it is, in reality, not one tax but a series
of taxes. The general sales or turnover tax is not a distinct and single form; it
is a classification under which several individual and differentiated taxes have
been -drawn together and grouped on the basis of certain common features and
similarities. They may be divided into two classes: (1) Multiple turnover taxes
and (2) single turnover taxes. If the tax is levied on several or all transfers or
stages in the economic process—that is, on each stage from the raw materials
that are used in the manufacture of the article through each transfer till it reaches
the consumer—it is a multiple turnover tax. A single turnover tax is levied on
only one of the stages through which the commodity travels, as in the case of a
manufacturers’ tax or retail sales tax. A multiple turnover tax, therefore, may
include a severance tax, a manufacturers’ tax, a tax on sales at wholesale, on retail
sales, and many others, depending on the number of economic stages through
which the commodity passes in reaching the consumer.

Adopting this definition as a base, we find that some States impose
single turnover sales taxes and others multiple turnover sales taxes.

“There are, at the present time, seven States which impose a tax upon
retail sales. These are Connecticut, Kentucky, Mississippi, Missouri,
North Carolina, Pennsylvania, and West Virginia. Puerto Rico and
the PMlipFine Islands also tax retail sales. These taxes are, in some
cases, single turnover taxes and, in other cases, multiple turnover taxes.
Kentucky and Pennsylvania appear to be the only States which have
singled out retail sales as a special object of taxation. Delaware is
perhaps the only State which taxes manufacturers alone, although in
Mississippi, Missouri, and West Virginia, both manufacturers and pro-
ducers are taxed as a part of their general sales-tax system. A com-
lete description of the general sales taxes in these nine States, the
hilippine Islands, and Puerto Rico follows:
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CONNECTICUT

Taz on unincorporuted businesses.—Connecticut levies an income
tax upon corporations but not upon individuels, fiduciaries, partner-
ships, or associations. To secure revenue from the latter source, a
license tax has been imposed since 1921 upon the privilege of carrying
on business in an unincorporated form.

For the purpose of the tax, business is divided into three classes:
(1) Manufacturing, {2) wholesale mercantile, and {3} retail mercan-
tile. Eech is defined nnder the statute, manufacturing being con-
strued to include lpundries, printing, publishing houses, plumbing,
painting, decorating concerns, and restaurants.

The tax is assessed against the entire gross income for each calendar
year or fiscal year, as the case may be. Gross income, in general,
embraces all receipts from business within the tax year, without any
deduction for labor, materials, or other expenses. It also includes
receipts from goods sold in previous years but carried on an open
account.

The rates of tax depend upon the classification in which the business
falls and are as follows:

Manufacturing, $1 on each 31,000, or fraction thereof, of gross income.

. Wholesale mercantile, 25 cents on each $1,000, or fraction thereof, of gross
ncome.

Retail mercantile, $1 on each $1,000, or fraction thereof, of gross income,

The minimum tax payable is $5, but this may be abated in case the
texpayer is ﬁnanclal{) unsble to mske payment. A manufscturer
is taxed at the manufactunng rate, whether his sales are made at
wholesale or retail. In the case of wholesale deslers, if the wholesale
business can be segregated from the retail business it will be taxed
at the wholesale rate, otherwise the retail rate will apply. Annual
returns showing the gross income are required to be filed on or before
March 15, unless the tax commissioner extends the time for filing
or unless the taxpayer is reporting on a fiscal year basis, When the
tax yesr is changed a separate rotwrn is required immediately.
This is also true in case the business is discontinued before the close
of the tax year. The tax is payable within 75 days after the close of
the tax year. In case the business is carried on for & part of a year,
only that portion is subject to the tax. However, if the business is
conducted for a period of less than 30 days the tax commissionar
has authority to waive payment on any tax. The bulletin of the
State tax commissioner, dated January 2, 1930, discloses that the
receipts of the tax on unmcorpomted businesses in 1928 were $562,374
and that the cost of tax administration was $22,328, or about 4 per
cent of the receipts, In that year there ware 31,427 taxpayers.

The Connecticut tax is properly a gross-receipts tax rather than s
sales tax, This is due to the fact that the gross income upon which
the tax is imposed embraces the receipts %om all activities of the
business, whether derived from sales or not. It appears that the
tax can be pyramided.

DELAWARE

Delaware has, since 1906, levied s license tax based upon the
gnvﬂege of carrying on the business of manufacturing within the
tate. This tax is assessed upon the entire gross receipts received
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from manufacturing during the tax year June 1 to May 31, It is
payable by all manufacturers, with few exceptions, engaged at any
one place in the production, manufacture, or finishing by hand or
machinery of goods, wares, and merchandise. Distillers, brewers,
and producers of steam, gas, or electricity for heat, light, or power, aa
well as growers of farm products for home consuinption are exempt
from the tax, The law does not allow any deductions for those
liable to the tax. If a manufacturer is in business for only a frac-
tional part of a year, he is required to pay a tax based upon the gross
receipts for such fractional period.

The rate of tax is very low, being one-fiftieth of 1 per cent (0.0002)
of the gross receipts for the tax year. In addition, there is a flat
charge of $5 and a filing fee of 50 cents for applying for a license.

The returns are required to be filed on or Eefore June 1 and must
show the grosa receipts for thc preceding tax year ending May 31.
Payment of the tax, based upon the gross receipts, is required at the
same time the return is filed, The flat charge of $5 is required to be
paid at the beginning of each tax year. The tex is collected by the
clerks of the peace in the counties, and information for the fiscal
year ending June 30, 1930, discloses the collections to be less than
$100,000.

This tax, like the Connecticut tax, is not strictly a sales tax, for
the reason that it is based upon gross receipts from all sources instead
of from the sale of manufactured goods. In general it can not be
pyramided.

It might be mentioned that Delaware also has a law imposing an
annual tax upon retail or wholesale merchants. However, such a
tax can not be classed as a sales tax, for it is graduated according to
purchases instead of according to sales. Under the Delaware statute,
retall and wholesale merchants pay an annual fat tax of $5 plus §!1
if the eggregate cost of goods, wares, or merchandise purchased by
them during the year does not exceed $1,000. If the purchases do
exceod $1,000, the rate is 85 flat plus 10 cents on each $100 of the
aggregate cost value of all purchases. Wholesalers of grain, fruits,
mﬁrvegetables pay a license tax of $5 plus 20 cents for each $1,000
of cost value of commodities purchased. OQOut-of-State concerns
having branch stores in Delaware pay a license tax of $10 plus 10
cents per $100 of aggregate cost value of goods purchased in excess
of $5,000,

KENTUCKY

Retail (gross sales) taz.—The Kentucky House of Representatives in
1932 passed a bill imposing a 1 per cent general sales tax.  This bill
met with strong opposition from merchants and other taxpayers, and
was finally killed 1n the senate over the protest of the governor.

The only sales tax at present in force in Kentucky is an annual
license tax for the privilege of opening, establishing, operating, or
maintaining any store or stores for the purpose of selling goods, wares,
or mercbandise at retail. This tax was enacted in 1930 but did not
become effective until March 17, 1931.

The Kentucky statute is admittedly directed at chain stores, but,
unlike most chain-store taxes, the rates are not graduated according to
the number of stores but according to the amount of gross sales. The
term ‘“‘stores’’ is defined in the statute to include ‘‘any store or stores

153011-—33———10
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or any mercantile establishment or establishments m this State which
are owned, operated, maintained, or controlled by the same retail
merchant, as defined herein, either domestic or foreign * * *%
Thus, a cham-store orga.mzamon operating more than one retail store
in the State is required to add ﬁe gross sales from all such stores
together, as they are taxed as a single unit. This, of course, makes the
tax much greater than if each store were taxed separately, due to the
progressive scale of rates employed.

The Kentucky statute exempts from the tax ‘““those actually en-
gaged in gardening or farming and selling garden or farm products
raised by them in this State.”

The rates of tax are briefly as follows:

Amount of gross ratall sales Rates
Up toand ineludlng $400.000. . i iiaiiaaan 5 exnl for each $I0C.

{Over $400,000 to and Including $500,600____ [, 3200 plua i0 canty for each $100.
DOver 3500,000 to and iocludlng $400,000. . . _.| %300 plius 25 cenls for each $100.
Ower $800,000 to and including $700,000_ _ - -.| #550 plus 49 cenly for ench $100.
Over $700,000 1o and including $500,000. . [ 950 plus 55 cents for each 3100,
Over $800,000 to and including $900, 000 __| $1,500 plus 70 centa for each $100.
Qver $900,000 1o and including 31 000,000 ........................... $2,200 plus BS cents for sach $100.
Over $1,000,000_ _ e ssmsseeeeas oy 33,080 plua $i for esch 8100,

For example, a store reporting gross sales of $400,000 for the tax year
is liable to a tax of $200. Furthermore, 10 neighborhood stores under
separate owners, doing an annual business of $100,000 each, must pay
8 tax of $50 each, or & total of $500. On the other hand, 10 chain
stores under one ownership, each doing the same amount of business,
must pay a tax of $3,050.

The payment of the retail gross sales tax does not exempt the tax-
payer from the payment of any special state license, excise, or corpora-
tion license taxes. However, the taxpayer is entitled to credit these
special taxes against his retail gross sales tex in an amount not in
excess of such tax,

The administration of the law is in the hands of the State tax |
commission. Fach retail merchant is required to file an annual
return for the preceding calendar year, or on or before February 1,
with the State tax commission. From this return and other informa-
tion obtained from the taxpayer, the State tax commission ascertains
the amount of tax due. The amount of such tax is then certified to
the auditor of public accounts and to the retail merchant. The retail
merchant is required to pay the tax within 30 days after such certifica-
tion. Approprlate penalties are provided in the stetute for the failure
to make returns, furnish information, and pay the taxes certified within
the required time. The Kentucky tax is the only one of its kind
levied n the United States. It is a true sales tax, for the reason that
no other item of income other than receipts from the sale of mer-
chandise is included in the measure of the tax. :

LOUIBRIANA

Louisiana imposes a graded license tax upon manufacturers, whole-
salers, retailers, financial institutions, and practically all occupatlons
This tax is levied pursuant to the provmlon of the State constitution
which since 1921 has required an annual license tax on various busi-
nesscs and professional enterprises. The measure of the tax is the
amount of gross receipts, both cash and credit, earned within or
without the State, without any deduction for dlscounts losses, freight
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charges, costs of goods, or expenses of any kind. Manufacturers
selling to persons {or resale, and dealers in bread, milk, and ice are
exempt, Under the statute, each business suhject to the tax is classi-
fied and varying flat rates are imposed according to the brackets
within which the taxpayer’s gross receipts fall. The flat rates may vary
for the same class of taxpayer on the same amount of gross income in
accordance with the population of the commumty. No attompt will
he made here to list all the classes of business or the rates specified,
hut a few illustrations are given below:

Class of buslness Ralas Measurs
Wholesalers (23 bracketa). ... __... $25 fo $6,000._ .| Gross sales $25,000 to £10,000,000.
Reatallers (28 bracketa). .. .. ... ......._ $10 Lo $6,000...) Gross asles $5,000 to $5,000,000.
Manufactursrs (34 brackets) ... .. _._ $5 to 84,000 ___| Gross receipts $750 to $1,000,000,
Factora (22 brackets). .. ... ........_ 530 to $4,000. .. Gross commissiona $5,000 to $500,000.
Future brokers (200 brackets). .. .. $50 Lo $10,000__ Do.
Banks, trust companies (92 brackets)....| $50 to $75,000.. C?pi;?l" g&]r%ls, end uodlvided profite, $25,000
0 $73,000,000.
Private benks (22 breckets)............. $30 o $4,000___| Caégi;g‘lj. O%tarplus, and undivided profits, &5,000
Losn companies (7 brackets) . _....._... £350 to $5,000_ | $25,060 to $350,000.
Radlroad. oo e eeaiaecmmeaaaeaaa K ..} Gross receipta.
Other public utiltles , 0.
Professional business .| Gross recelpts $750 to $1,000,000.

The tax for the current year is based upon the gross proceeds for
the preceding year. In the case of a new business the tax 1s computed
by taking the anount of business for the firat two months multiplied
by six, except that if the business is started after July 1, the rates of
tax applicable to such business are cut in half. When two or more
kinds of businesses are combined, or when two establishments of the
same ldnd of business are owned by the same merchant, separate
licenses are required. The licenses expire on Deceinher 31, and pay-
ments must be made between January 2 and March 1.

The sheriffs are exnpowered to mnake assessments after an examina-
tion of the taxpayer’s books and to collect the tax. Taxpayers are
required to keep a reasonable record of their gross sales. Payment of
the annual tax must be made as a condition precedent to carrying on
business within the State.

Municipalities and parishes are authorized to impose a like tax not
to exceed that imposed hy the State. However, those who pay a
municipal license tax equal to that imposed by the parochial author-
ities are exeinpt from the parochial tax.

MISSISBIPPI

Mississippi first enacted a sales tax as early as 1815. It consisted
of a tax of 25 cents per $100, on the amount of sales of merchandise
within the year immediately preceding the 1st day of January in each
and every year. This tax, with various changes in rates, was con-
tinued unttl 1870, when the general property tax was adopted. In
1930, Mississippi adopted a gross sales tax, which was replaced by the
present sales tax enacted on April 30, 1932, This act was subsequently
amended on May 18, 1932.

The Mississippi sales tax law now in foree is an emergency measure,
and expires on June 30, 1934. It taxes not only tbe business of extract-
ing natural resources, including timber, but also the business of manu-
facturing, wholesaling, and retailing. Not even the receipts of doc-
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tors, lawyers, dentists, barbers, and other professional or personal
service occupations escape. In fact, every occupation or calling
subject to & special privilege tax imposed by the State is also subject
to d:.is tax. However, there are certain persons exempt from the tax.
In brief, these are as follows:

1. Teachers, nurses, laborers, and all other persons not subject to a
special privilege tax.

2. Electric or water plants owned or operated by municipalities.

3. Insurance companies paying a tax on their gross premiums.

4.1 Persons paying taxes under the seafoods act or the amusement
tax law.

5. State and national banks.

6. Building and loan associations,

7. Mutual savings banks not baving a capital stock represented by
shares and which gre operated exclusively for the benefit of depositors.

8. Labor, agricultural, and borticultural societies and organizations
not operated for profit.

9. Business leagues, chambers of commerce, boards of trade, civie
leagues, and organizations operated for the benefit of the community
and for the promotion of social welfare.

10. Hospitals, infirmaries, or sanitaria.

11. Religious, charitable, scientific, and educational societies and
organizations not operated for profit,

12. Cemetery associations and companies organized and operated
exclusively for the benefit of their niembers.

13. Fraternal benefit societies, orders, or associations operating
under the lodge system.

In addition to the above, the following are also exempt:

1. Proceeds from sales of stocks, bonds, or other evidences of
indebtedness.

2. Amounts received under life insurance policies and contracts hy
reason of the death of the inasured.

3. Amounts recsived other than amounts paid by reason of the
death of the insured under life-insurance endowment or annuity con-
tracts either during the term or the surrender value thereof, except
the excess over the premiums paid on such policies.

4. Amounts received from the sale of school books where the price
is fixed by contract.

5. Proceeds from sales made by persons who produce livestock,
poultry, and otber agricultural products, in the original state or con-
dition of preparation for sale.

6. Proceeds from sales of fertilizers and seeds.

7. Proceeds from sales of boxes or crates used in preparing agricul-
tural products for inarket.

8. Proceeds from sales of cotton or cottonseed in its raw state.

9. Proceeds from contracts to transport school children for counties
or achool districts.

10. Sale price of goods taken in exchange either for new goods or
goods returned hy customers where the selling price is refunded
either in cash or by credit.

11. Proceeds from sales to the Federal Government or to the State
of Mississippi or its departments, except to counties or municipalities.

12. Cash discounts allowed and taken on sales.

13, Sale price of any erticle accepted as part payment on any new
article sold if and wben the full sales price of the new article is in-
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cluded in gross income or gross proceeds of sales as the case may be.

14. Proceeds from interstate or foreign commerce which can not be
taxed under the Constitution. :

The tox is measured generally by the gross income or gross proceeds
from sales, depending upon the classification in which the business
activity falls. In a few instances, value is used as a measure of the
tax. Thus, if & producer or manufacturer ships his produets outside
of the State without selling them, the fax is assessed upon the value
of such products at the time they were transported outside of the
State and before they entered interstate commerce. Furthermore, if
the articles produced hy a8 manufacturer or producer, whose business
is taxed, are not sold but are used by him in his own business, their
use is deemed to constitute & sale and a tax is imposed upon their
value. For example, street raillways generating their own electric

ower in their own plants are taxed upon the value of such power.
n all cases where value is made the measure of the tax, it is deter-
mined by rules prescrihed by the tax commissioner. If the commis-
sioner finds that gross proceeds from the sale do not reflect the true
value because of the relationship between the buyer or seller, as in
the case of sales between affiliated corporations, he is required to
prescribe uniform and equitable rules for determining such wvalue.
An exemption of $1,200 is authorized to be deducted from the gross
incomse, gross receipts or value as the cese mey be. This exemption
is allowed for the full tax year of 12 months, or a proportionate amount
is allowed for a less period of time. A deduction 1s also allowed for
taxes collected on sales of tobecco, gasoline, or oil. For instance, if
8 packape of cizarettes is sold at 18 cents the tobacco tex of 3 cents
should be deducted from the gross sale and the actuel price of 15
cents reported for the tax. The law also permits a deduction from
the gross proceeds of minerel or manufactured products of the actusl
freight cherges to the place of delivery. No deductions are allowed
for cost of the property sold, expenses of any kind, or losses.

The following table shows the classifications applying to the
d]iﬁerent. types of businesses and the rates of tax applicable to each
class:

Class of buslness Hata Measure
Eatrective lndustries: Pey cent
O e iimaarmeammmea——mememmae 2 | Oross prooeedy of salas.
Natural gas. ., R, - 214 Da.
1.1 S 2 Do.
Limestcne, sand, gravel 2 Da,
Other miperala L iamiccmcemeean 2 Do.
Manufecturiog:
BerBrA) Lok ed i eeaiaan 34 Deo.
Cement and clay products. 1 Do.
Bottled soft drinks.... 1 Do.
Retallers. oooceooroooaon 2 De.
Agto dealers. ... ... 1 Dro.
Wholasalers, jobbera § 4 Do,
Pablic utilities (excapt electric of watelr systems municipally owned):
Walsr and SOWATAZe SYSTOMIS . _ ... .. o ae e 2 | Oross incoma.
ream rallroads, street rallways ___ 2 Dao.
Bleeping and palace car compantes . 2 T}o.
Telegraph and telephone companiss 2 Do
EIpress cOmpanies. o...ocoooaoa. . 2 Da.
Plpe-line companies Lo 2 Do,
Motor-vebhlele CBITHIS . o o v in e e ————— 2 Dy,
Electric, gas, light, and power—
Industrisl purposes. .. R 1 o,
All othor PUIDOTEE . oo e inmmiraiiasiaansam s aneans 2 T}o.
Contraeting. . .o.ooo oo 1 Do,
All other businesses and professions. oo ooaoiiaL o iioan 2 T}
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It should he noted that producers of natural gas are taxed at the
highest rate (2% per cent), whereas wholesale deﬁers are taxed at the
lowest rate (one-eighth of 1 per cent). To prevent any undue ad-
vantage 1 case the producer or manufacturer sells direct to the con-
sumer, the law requires such manufacturer or producer to pay an ad-
ditional tax of 2 per cent of the gross proceeds of the retail sales.
However, no additional tax is required of the manufacturer or pro-
ducer, if he sells his products at wholesale. If & manufacturer sells
his products for delivery outside the State, he is not required to J)ay
the 2 per cent tax imposed upon retail sales, but he is required to
include the gross income derived from such sales in the measure of hia
manufacturers’ tax. Manufacturers are not required to include the
mining or production value of natural resources in their gross pro-
ceeds of sales if their product is manufactured for sale in mills or
plants located in the State and & manufacturers’ tax is paid upon such
products. The gross proceeds of sales of timber and minerals trans-
ported outside of the State are taxed at the rate of 2 per cent except
natural gas, which is taxed at 2% per cent. Producers of natural
resources (except oil and gas) are not taxed on sales made to manu-
facturers subject to & manufacturers’ tax, but they are required to
report the gross proceeds from such sales in their returns. In prac-
tice, many retail dealers absorb the tax where the sales are very smell
but in most cases the tax is collected from the consumer at the
time the sale is made, It appears that the tax can be pyramided.

The tax year is the calendar year except that if the taxpayer keeps
his books upon & fiscal year basis, he may with the approval of the
tax commissioner report for tax purposes upon such fiscal year basis.
In order to secure prompt payment of the tax, every taxpayer is
required to file on or before the 15th day of each month & monthly
return which is not swom to, showing the gross sales or gross income
for the preceding month with the followmg exceptions:

1. If the tax for any one month does not exceed $10, a quarterly
inatead of a monthly return is required; and

2. If the tax for any one quarter does not exceed $10, no monthly
or quarterly returns are required.

Payment of the tax shown on the quarterly or monthly return must
be made at the time such returns are filed. Within 30 days after the
close of the tax year, the taxpayer is required to file an annual return
under oath and pay the amount of tax due thereon less the taxes
already paid on the monthly or quarterly returns. However, if the
taxpayer retires from business, he 18 required to file his final return
and make payment of his tax within 30 days after the date of retire-
ment. Under rules prescribed by the tax commissioner, cash and
credit salos may be reported separately, and the tax on credit sales paid
when the cash 1s actually received. If a person is engaged in both the
wholesale and retail business, he is required to keep his wholesele
accounts separate from his retail to a.voig paying the retsil rete on his
sales at wholesale, If a person is engaged in two or more businesses
subject to the tax, a consolidated return is required. This prevents
avoidance of the tax, for it precludes one person engaged in several
businesses from taking more than one exemption of $1,200.

The administration of the tax is under the control of the chairman
of the State tax commission. The law requires taxpayers to keep
appropriate records and imposes penalties for failure to comply with
its requirements.
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The law is of too recent date to reach any conclusions as to its effec-
tiveness or the amount of revenue it will produce. The following in-
formation taken from statements made by Mr. Dewey Hilton Waits
in an article on sales taxes, appearing in the November, 1932, Tax
Magazine, and an article by Walter Davenport appearing in the
November 19, 1932, issue of Collier’s, may be of interest: The
Mississippi sales tax, in effect for the period from June 1, 1930, to
April 30, 1932, produced a revenue of $319,387.70, with a cost of col-
lection of 8 per cent, The present tax has only been in effect since
May. During the month of May it yielded $7,386, for June the
receipts were $134,884, and for Ju]};r the tax collections amounted to
$183,825.

In’a recent speech delivered by the Governor of Mississippi, he
stated that the receipts from June to September 1, 1932, were in
excess of $500,000, indicating an annual tax of $2,000,000.

MISSOURI

By an act passed in 1909 Missouri permits its municipalities to
levy turnover taxes. Both St. Louis and Kansas City have taken
advantage of this law and impose turnover taxes upon both manu-
facturers and merchants at the rate of 0.1 per cent. Manufacturers
are taxed upon their total output, regardless of destination, and mer-
chants upon their domestic sales. Kansas City has a somewhat
similar tax.

NORTH CAROLINA

A gross sales tax was passed by the legislature of North Carolina
in 1931. It is a license tax imposed upon merchants for the privilege
of opening, establishing, operating, and/or maintaining any store,
stores, mercantile establishment, place, or places of business for the
purﬁose of selling goods, wares, or merchandise at wholesale or retail
1n that State. It is in addition to all other privilege or license taxes
imposed upon merchants in that State. The amount of tax payable
is measured by the volume of gross sales made by the merchant.

Gross sales are reckoned at the price at which sales were made,
whether for cash or on time, and if on time, at the price charged on
the books for such sales, without any allowance for cash discount,
and must be reported as sales with reference to the time of delivery
to the purchaser.

Accounts found to be worthless and actually charged off for income-
tax purposes may at corresponding periods be deducted from gross
sales in so far as they represent taxable sales made after June, 1931,
and added to gross sales if afterwards collected.

When in the sale of a new article a secondhand or used article is
taken in part payment, the sale of the new article must be reported
at the full gross sale price. The resale of the secondhand or used
articles taken in part payment of the new articles or the sale of
articles repossesseg by the vendor may be excluded from sales tax-
able under this act if separate record is kept of all such transactions.

Receipts from the sale of guano or fertilizer, as well as from sales
by farmers of their own farm and garden products, are exempt from
tax.
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Rales of lax, gross sales for siz montha

Wholesalers:
Not more than 850,000 - oo oo oo e cmmimmmaaas _ 812,50
" More than 350,000 and not more than $125,000_________________ - 2500
More than $125,000 and not more than 3250,000______. ... .___ 50. 00
More than $250,000 and not more than $375,000.. . .. _._.___ 150, 00
More than $375,000 and not more than $500,000_ . ___.____ 200. 00
More than $500,000 and not more than $625,000. . .. .__ 250, 00
More toan $625,000 and not more than $750,000. .. ... . ....__ 300. 0
More than $750,000 and not more than $875,000_ . ... ... _ 350. ()
More than $875, 000 and not more than 81,000,000, - .. _.__._._ 400, 00
Retailera:
Not more than 85,000, _ _ . immcemioon 5 0
More than $5,000 and not more than $12,500_ . ____ . _ .. ____.. 12. 50
More than $12,500 and not more than $25,000_ . _____._. 25. 00
More than $25,000 and not more than $50,000. . __ ... __..._.... 50. 00
More than $50,000 and not more than $125,000___ . . _.__.__ 125 00
More than $125,000 and not more than $250,000_ . _______.______ 250.
More than $250,000 and not more than 8375,000___ .. . ____.. 375. 00
More than $375,000 and not more than $500,000.________________ 500. 0
More than 3500,000 . o et e e m e — e m——— - L250. 00

It will be observed that the tax on wholesalers is graded according
to the volume of semi-annual gross sales. It ranges from $12.50 on
sales not exceeding $50,000 to $400 on sales between $875,000 and
$1,000,000. The tax on retailers is also graded upon the same basgis.
It ranges from $5 on sales of not more than $5,000 to $500 on sales of
$1.1500,000, with a tax of $250 for each additional $250,000 or fraction
thereof.

Each place of business, although owned by the same merchant, is
8 gseparate unit for purpose of computing the tax and pays on the
basis of sales made in that particular store.

Every merchant must, within the first 10 days of the months of
June and December, make report to the commissioner of revenue of
such merchant’s gross sales for the preceding six calendar months
and the tax is then due and payable.

The North Caroline tax is not a true sales tax, although it is rneas-
ured by the volume of gross sales. It is technically s license tex

aded by the amount of gross receipts from sales. Prof. Alfred D.

uehler 1n his book, “Gieneral Sales Taxation”, makes the following
observation in his discussion of the tax:

It should be noted that graded license taxes, with a Aat amount of tax for all
taxpayers within a class, are relatively heavier on members of the group with the
smallest sales. If these taxes are figured as a percentage of gross aales, the smallest
enterprisea in each ¢lass pay the highest rate of tax. To illustrate, a tax of $12.50
imposed on two wholesalers, the first with gross sales of $25,000 and the second

with grosa sales of $50,000 amounts to 0.05 per cent of the gross sales of the
former and 0.025 per cent of the gross sales of the latter,

PENNSYLVANIA

Pennsylvania at the present time imposes two kinds of taxes which
may be classed as gencral snlos taxes, There are {1) the mercantile
license tax and (2} the emergency rotoil sales tax, FEach will be
discussed in order.

Mercantile license tax.—The mercantile license tax has been in force
in Pennsylvanin since 1821. This is an annual license tax imposed
upon retail dealers, wholesale dealers, and dealers at any exchange
or board of trade in goods, wares, and inerchandise. The tax

! Far each pdditional $250,000 or mejor fraction thereof,
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does not seem to apply to dealers acting as brokers, as there is a
specific license tax upon brokers which is in lieu of all other licensa
taxes. It 1is measured by the gross receipts from each place of business
for the annual period commencing May 1 and ending April 30. In
the case of retail and wholesale dealers, there is also a flat annual
charge of $2 and $3, respectively. The rates of tax may be briefly
suramarized as follows:

Retail dealers_ _ .. ... . 82 plus 0.10 per cent of gross receipts.
Wholesale dealera._______ 33 Elus 0.05 per cent of gross receipts.
Dealers on exchange 0.025 per cent of gross receipta.

The tax is due on or hefore August 1 of each year. It is collected
by the State department of revenue. To prevent nvoidance, all
dealers liable thereto are required to plece permanent signs at the
entrance to their place of husiness describing the nature of the busi-
ness and the dealer’s name. Thisissimilar in prineiple to the require-
ment of the Federal Government that all persons liable to a special
tex must place and keep conspicuously in ﬁis establishment or place
of business all stamps denoting the payment of said special tax,
According to a report of the National Industrial Conference Board,
the cost of collecting the taxin recent years has averaged about 7.8 per
cent of the receipts from this source. The yield for the fiscal year
1931 eppears to be about $4,000,000.

Emergency retail sales tax.—The emergency retail sales tax is, as its
name implies, a temporary tax and was enacted for the purpose of
providing funds for unemployment relief. It was passed on August
19, 1932, to be effective for the 6-month period from September 1,
1932, to February 28, 1933.

To use the technical wording of the statute, the tax applies to ““ seles
of tangible personal property for any purpose other than for resale.”
In other words, it is limited to sales to consumers, It applies not
only to sales by reteil dealers but also to sales by manufocturers or
wholesale deelers if such sales are made direct to consumers. There
are certain classes of sales which are exempt from the tax. These
include (1) sales by farmers of their own farm products; and (2) seles
to Federal, State, or politicel subdivisions. To prevent pvramiding
sales of raw materials and parts to be used as material in the making
of property subject to tax are also exempt. For instance, sales of
containers, cans, and crates m which goods nre to be sold at retail
are nontaxable. On the other hand, sales of machinery to be installed
for the manufacture of goods to be sold et retail, as well as sales of
malerials to painters, paperhangers, plumbers, and electricians for use
in their trade are taxable. The test of taxability in such cases seems
to depend upon whether the materials are to become component parts
of the goods manufactured or whether they are merely to be “con-
sumed'’ in the process. In the second case, their sale is taxable; in
the first, it is not. The tax is measured by the gross income from
saleg during the 6-month period the law is in eflect. Gross income is
defined as the value accruing from the sale of any tangible personal
property, including receipts, cash, or credit. Securitics and stocks
and bonds nre not regarded as tangible personal property within the
meaning of the act. There is no deduction allowed for overhead
expenses or for the cost of goods sold.

he rate of tax is very moderate, being only 1 per cont upon the
gross income for the 6-month pertod. This rate is considerably less




144 PRELIMINARY REPORT ON FEDERAL AND STATE TAKATION

than that in the manufacturer’s sales tax proposed in the Federal
revenue bill of 1932, the rate under that bill being 24 per cent.

This tax is clearly a consumer’s tex and the burden of paying it
appears to fall on the buying public. Its enactment is of a too recent
date to gather any figures or information as to whether it will operate
equitably or as to the amount of revenue it will produce.

WEBT YVIEGINIA

West Virginia first enacted a sales tex law in 1921, This was
replaced by the present statute, which became effective on July 1,
1925.

Under the West Virginia statute, s tax is levied upon all business
enterprises conducted within the State. However, the statute does
not tax receipts from professions, or from sales of farms and homes
by the owners not made in the regular course of business. There are
certain persons who are speciﬁcn%ly exempt from the tax. In brief,
these are as follows:

1. Insurance companies paying the tax on their gross premiums.

2. Mutual savings banks not having a capital represented by shares
and which are operated exclusively for the benefit of their depositors.

3. Labor, agricuiturel, and horticultural societies and organizations
not operated [or profit,

4. Cemetery companies which are orgenized and operated exclu-
sively for the bonefit of their members. .

5. Fraternal benefit societies, orders, or associations operating
under the lodge system.

6. Mutual %uﬂding and loan associntions operated exclusively for
the benefit of their members.

7. Religious, charitable, scientific, and educationul societies and
organizations not operated for profit.

8. Business leagues, chambers of commerce, boards of trade, civie
leagues, and orpanizations operated for the benefit of the community
ﬂng for the promotion of social welfare.

In addition to the above, the following slso are exempt:

1. Proceeds from sales of stocks, bonds, or other evidences of
indebtedness.

2. Proceeds from interstate or foreign commerce.

The tex is measured generally by the gross income or gross proceeds
from sales, depending upon the classification in which the business
actually falls. In a few instonces, value is used as & mensure of the
tax. ‘Thus, If o producer or manufacturer ships his products outside
the State without selling them, the tax is assessed upon the value of
such products at the time they were transported cutside of the State
and before they entered interstate commerce. In all cases where
value is made the measure of the tax, it is determined by rules pre-
scribed by the tax commissioner, Furthermore, if the articles pro-
duced by a manufacturer or producer, whose business is taxed, are
not sold but are used by him in his own business, their use is deemed
to constifute a sole, and a tax is imposed upon their value. If the
tax comniussioner finds that gross proceeds from the sale do not reflect
the true valuo because of the relationship between the buyer or seller,
as in the case of sales between anffiliated corporations, he is required
to prescribe uniform and equitable rules for determining such value,
An exemption of $10,000 is authorized to be deducted from the gross

L m
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income, gross receipts, or value, as the case may be. This exemption
is allowed for the full tax year of 12 months, or a proportionate emount
ia allowed for a less period of time. No deductions are allowed for
cost of property sold, or losses. The following table shows the classi-
fications applicable to different types of businesses and the rates of
tax applieable to each class:

Clasa of business || Rale Measure
1
[
Extractive Industrisa: Per cent

o] IO« ccne e cc v v e cmemnmemmrram———————————eeenaa 0. 42 | Oross proceads of sles

O prodection. .. .. ... 1.00 Do.

Natural production._ .. ..._. ] 1.8% Do.

Other minerals and lumber _ ... A5 Do.
Manobobrelng. . iiiiiciriarieoao LI 3t Do.
Merchandising:

RetaiWog .. ... ____.__. . | Qross incoma,

WholeesBOg. . ... .o e - .G Do.

Banks and pu?:ﬁic utilities:

27300 .80 Do.

Pips lines and ateam maflyoadn,  __________________ Lo Da,

Telephone and telegraph, express, light, power . 8O Do,

(ther utiiities . .40 Dao.
Contractors. ... .30 Dag.
Amusements.__.___ -] Lo Da.

Other husiness 8nteTDIImS . .oe e oo iiemaram i mmam e .30 | De.

It should be noted that producers of natural gas are taxed at the
highest rate (1.85 per cent), whereas wholesalers are taxed at the
lowest rate {0.05 per cent). Mining and extractive industries are
taxed on their gross sales with no deductions. The rates are higher
upon the extractive industries so as to reimburse the State for the
exhaustion of its natural resources. In this respect, they amount,in
effect, to a severance, or depletion tax. In the case of manufactur-
ing, retailing, wholesaling, banks, end utilities, the tax is levied upon
gross income with deductions for freight charges, trade discounts, and
cash discounts.

West Virginie allows a specific exemption of $10,000 for each class
of business, whether operated by the same person or not. However,
when two or more businesses operated by the same person fall under
the same classifications, the exemption is prorated among the several
businesses. The following example taken from the rules and regula-
tiona of the State tax commissioner shows how this rule is applied:

A coal company’s return shows the following:

Gross value of coal produced. _.. __ L eimimmeamaa- $100, 000
Grose proceeds from sale of manufactured coke. ... .o ______ 75, Q00
Gross sales of merchandise at wholesale_ _____ ___ ____ . __.___._..._. B0, 000
Gross sales of merchandise at retail ... . ._. 50, Q00
Gross income from rentals and other sourees .- _________.. 25, 000

The company may claim the $10,000 exemption as follows:
Produetion of coal. ..o eeaaa Full exemption of $10,000.
Bale of manufactured coke______.____._______ Full exemption.

s s $5,000 for wholesale business.

Selling at wholesale and retail. ... __ ... _..__ {35:000 for retail business.

Gross income from rentals and other sources.... Full exemption.

The tax year is the calendar year, except that if the taxpayer keeps
his books upon a fiscal year basis, he may, with the approval of the
tax commissioner, report for tax purposes upon such fiscal year basis.
The taxes levied under the statute are payable in quarterly install-
ments. Within 30 days after the expiration of each quarter, the tax-
payer is required to estimate the tax for which he is liable for such
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quarter, verily the same under oath, and mail it, together with &
remittance, to the office of the State tax commissioner. Inestimating
the amount of the tax due for each quarter, the taxpayer may deduct
one-fourth of the total exemption for the year. If, however, the total
tax does not exceed the sum of $100 in any one year, payment is not
required until the end of the month following the close of the tax year.
Within 30 days after the close of the tax year, the taxpayer is required
to meke an annual return under oath and pay the amount of the tax
due thereon less the taxes alrendy peaid on the quarterly returns, If
an error is made by the taxpayer in computing his tax, the tax com-
missioner is authorized to correct such error and assess the deficiency
against the taxpayer. Any additional tax for which the taxpayer 1s
liable must be paid within 10 days after the receipts of notice of such
assessment. The administration of the law is undgr the control of the
State tax commissioner. The law requires the taxpayer to keep
appropriate records and imposes penalties for failure to comply with
1ts requirements. ’

The following data contained in the Report on ' Taxation in West.
Virginia”, submitted by Dr. Roy G. Blakey to the Governor of West.
Virginia on December 27, 1930, meay be of interest:

The tota! amounts collected by the Biate under the gross sales tax law sincer
1621, including the year which closed June 30, 1930, aggregate $28,170,568.37, the
annual yield since 1825 being between $3,500,000 and $4,000,000. The different

ggﬁa of businesses and enterprises have contributed the f ollowing per cent of the

Par cent

OB e e e e — i mmmmmmmmm e mmmmmmmmmmmma—————— 30. 07
Oll and gaa. . . o e e 1. 77
Clay, sand, ete_ e . B3
Timber e e e mmmmmmmmm—ea—n .44

Total extractive production. . .o eeieeaan 43. 11
Manufacturing. ... o e 23, &
Bales exclusive of wholesale __ ____ ___ . ... 16. 63
Bales—wholearle . e cccmecmceeann 2. 16
Banke and public utilities. ... __ . ____._____ . ________.. 1. BT
Other businesses.. . e mecmmmmmememaan 8. 69

Total. o e e mm—m——————————————— 100, 00

Using 1927, the mast productive year of the tax, as s basis of comparison, the
Biate collected $4,076,143.19 from the gross sales tax, which represented 23.8 per
cent of the total collected in taxes for State purposes and 6.3 per cent of the
combined State and local revenue.

The following table compiled by the National Industrial Conference
Board from data gathered by Doctor Blakey shows the receipts from
the West Virginia sales tax, the cost of collection, and the ratio of
collections from this tax to the total State collections:

Ratio of tet collections
c t ool ?atin of col- to—
: ost of col- | lection cost
Year Net collections | ™50 oy t? net col- {Total ﬁtate T:;“i Btats
sctions | tax coliec-
tions taxﬁ%o;iea»
Per cent Per cent Per cent
$1,402, 370.28 | $88, TN, 81 . 15.2 3.4
2, T8 366, 73 | 65,308, 97 b1 L I SV
3,085, 978.16 | #4,157.23 145 23.5 5.4
2, 551,000.12 { 43,072.32 1.69 18.4 4.4
3,159, 152,82 | 45,008.23 1.43 2.3 5.1
4,076,143, 18 | 44,850.38 1.10 3.8 6.3
3,805,078.02 | 43,001.5] 1.13 2.3 5.8
3,056,632, 31 43,781. 72 1.20 18. 5 32
3,704, 730.75 | 43,574, 118 18.0 5.2
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In & letter from W. B. Calder, chief of the Gross Sales and Gas
“Tax Buresau of the State of West Virginia, dated November 10, 1930,

the following comment is made as to the cost of collection:

There is no difference in the cost of collection as between different businesases.
“There is, however, a difference in the cost of collection as between & large tax-
payer and a small one; also between a voluntary taxpayer and a delinquent tax-
payer. It is impossible, however, $o reduce theae differences in costa to figures,
aa there ig only a small part of our costs which is direct, most of it consisting
of auditing, clerical, and other indirect oosta,

The Supreme Court has upheld the constitutionslity of the West
Virginia statute upon the ground that it does not violate the equality
and uniformity clause of tE?Stat-e constitution. It appears that the
West Virginia sales tax may be pyramided.

PHILIFPINES AND PUERTO RICO

The Philippine Islands levy a tax of 1.5 per cent upon the *““gross
value of all goods, wares, and merchandise sofd, bartered, or exchanged
for domestic consumption.” The tax also applies to services of tele-
phone and telegraph companies, light, heat, and power plants. Sales
of commodities taxed under the liquor, tobacco, and other special
tax laws are exempt.

Doctor Buebler in his book on “ General Sales Taxation” pointe out
that the law slso allows the following exemptiona:

The present law exempts from taxation persons selling food products at retail
in the public markets, and other small merchants whose gross quarterly sales do
not exceed 200 pesos, peddlers and sellers of farm produce operating fixed standa
whose total daily sales do not exceed 3 pesos and who do not renew their stock
more than once daily, and producers of commodities who work in their own homes
as one family when the value of each day’s production by each person capable of
working does not exceed 1 peso. The commodities exempted from the sales tax
include articles imported and later exported, goode subject to special texation
and agricultural products and salt when sold by the producer or the owner of
the land or by any person not & merchant or a commission merchant.

The tax is payable quarterly and is based upon quarterly returns.
The taxpayer is required to keep appropriate records and penalties
are provided for failure to comply with the law.

Puerto Rico imposes s tax at the rate of 2 per cent upon the sale of
all commodities not subject to excise taxes. The tax applies to the
firat taxable sale or use of sn article and is not collected thereafter.
It is payable by stamp and monthly sales not over $100 are not taxed,
Sales by farmers, and sales of foodstuffs, fuels, fertilizers, electricity,
newspapers, and books are exempt.

From this general description of the sales taxes in the varicus States,
the following conclusions may be drawn:

1. In ell the States imposing genersl sales taxes, the tax is computed
upon the basis of gross sales or gross income during a fixed peried. In
the case of Mississippi and West Virginia, the value of the property as
determined by the State tax commission is sometimes used as a
measure of the tax.

2. In no case does any State attempt 10 tax each sale when mede,
However, as a practical matter, the tax in many cases is collected from
the purcheser at the time of sale. In the case of very small sales, the
tex 1s often absorbed by the vendor.

3. The most effective State peneral sales taxes from a revenue
standpoint exist in West Virginia, Mississippi, and possibly Penn-
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sylvania. From 1924 to 1930, inclusive, the West Virginia tax has
produced about 5 per cent of the total State and local tax collections,
and on the average about 20 per cent of the tax collections for State
purposes. In Mississippi, the tax collections from its general sales
tax up to September, 1932, exceeded $500,000, sccording to a state-
ment of the governor of that State, although the sales tax law was
not enacted until May of that year. Itis predicted that this tax will
yield at least $2,000,000 for the full tax year. Nofigures are available
on the Pennsylvania tax, but as it consists of a fiat tax at the rate of
1 per cent upon the gross income from sales to all consumers, with few
exemptions, its yleld will undoubtedly be targe.

4. The classification of the various types OFbusinesses and occupa-
tions taxed under the varicus State penersl sales tax laws, is not
uniform. This is shown by the following table:

Conneeticut. _ . . _._.___ Menufaecturing, wholesale mereantile, retajl mercantite.
Delaware_ _________.____ Manufacturing.

Kentucky ______.______ Retail stores.

Louisiena_ ... ... __._.. Practically all t¥pes of business enterprisea.
Missisaippi.. .. .. - Practically all business enterprises, including receipts

from professions and other ceccupations subject to a
specia) privilege tax.

Missouri _ __ ___________ Manufaciurers and merchants,
North Carolina..._..___ Retailing and wholesaling.
Pennsylvania_ . ________ Retail dealers, wholesale dealers, dealers on exchenges

or boards of trade.
Sales to consumers,
Weat Virginia____.____. Practically all business enterprises.

All States exempt sales of farm products from the tax. In addi-
tion, Delaware exempts distillers, brewers, and producers of steam,
gas, or electricity for heat, light, or power. North Cerolina exempts
receipts from guano or fertilizer. Most States exempt sales 1o
Federsl, State or political subdivisions and proceeds from interstate
or foreign commerce which ean not be taxed under the Constitution.
Stoeks and bonds and other evidences of indebtedness are also exempt
from the general seles taxes in the States. Both Mississippi and
West Virginia contain a long list of exemptions from their general
sales taxes. These exemptions are set forth in full under the deserip-
tion of those State taxes. In no case are deductions eliowed for cost
of property sold, expenses of any kind, or losses. Exeept in the case
of Louisiana, freight charges, cash discounts and trade discounts are
allowed as deductions.

5. The rates of tax imposed upon the different businesses vary con-
siderably in the various States. For a comparison of these rates in
the case of manufacturers, wholesale dealers, and retail deglers, see
Exhibit 11 of the eppendix. To prevent e manufacturer or producer
from gaining any undue advantage by selling directly at retail, the
Mississippt law provides that the retail tax 0% 2 per cent shall apply
to sales by manufacturers or producers at retail, in addition to the
manufacturers’ or producers’ tex.

6. Both Mississippi and West Virginia seek to avoid constitutional
restrictions upon interstate commerce in the case of the extractive and
menufacturing industries by taxing the act of producing or the act
of manufacturing, and measuring the tax by the sales value of the
commodities produced or manufactured. This rule can not be
applied to wholesele or retail sales, for the reason that such sales are
generally not complete until delivery of the goods to the consuner.
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7. The consolidated return has found its way into the sales tax
system. However, it can not, as in the case of the income tax, be
used as a device for reducing ‘he tax, because under sales tax laws,
losses are not allowed as deductions. Moreover, in Mississippi the
consclidated return prevents reduction of sales taxes by allowing only
one exemption to businesses owned by the same person. While
West Virginia allows an exemption of $10,000 for each class of busi-
ness, when two or more businesses fall under the same classification,
the exemption is proraled among them.

8. Both Mississippi and West Virgimia tax articles produced b
manufecturer or producer which are not sold by him but are used in
his own business. In such cases the use is deemed to constitute a sale
and a tax is imposed upon the value of such erticles as determmed by
the tax commission. For example, street railways generating their
own electric power in their own plants are taxed upon the value of
such power. This prevents discrimination sgainst the smaller com-
panies who purchase their electric power instead of generating it.

9. Some States provide for & minimum tex. For instence, Con-
necticut imposes & minimum tax of $5. Other States, like Mississippi
and West Virginia, provide exemptions of $1,200 and $10,000, respec-
tively. By such a means many of the eadministrative difficulties
which would be encountered in checking up the small-tax payers, who
keep inedequate records, are avoided.

10. Mississippi requires inonthly returns and monthly tax pay-
ments which are supplemented by annual returns filed at the close of
the tax year. By this system the State is enabled to secure revenue
from the sales tax promptly without waiting until after the close of
the tax year. Reports from Mississippi indicate that such a system
is not encountering any administrative difficulties.

11. The cost of collection of the general sales taxes imposed in both
Mississippt and West Virginias appears to be low. From statements
taken from the newspapers and other sources it appears that the cost
of collection in Mississippi during the period from June 1, 1930, to
Aprl 30, 1932, was only 8 per cent and that the cost of collection
under the new law enacted in May, 1932, will amount to only about
4 per cent. In West Virginia the cost of collection has heen steadily
decreasing from 3.88 per cent in 1922 to 1.18 per cent in 1930.

Beforerl’eavmg this disecussion of State general sales taxes it might
be well to give a hrief summary, without regard to the merits, of some
of the principal arguments advanced for and againsi the gross sales
tax, and collected from various sources:

ARGUMENTS FOR THE GROSS SALES TAX

1. It is a good revenue producer.

2. It is more stable than the income tax, for the reason that it is
not dependent upon profits but upon sales which must take place in
times of depression as well as in times of prosperity,

3. It is easily and cheaply coinputed by the taxpayer. The only
record required is & record of sales and the taxpayer does not have to
maintain a complicated bookkeeping system, as is the case for the
income tax.

4, The rates of the tax may be so adjusted as to impose, in effect,
a severance or depletion tax so as to reimburse the State for the
extraction and exhaustion of natural resources.
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5. It has wide application and, therefore, does not discriminate
between different industries like the selective sales taxes.

6. It requires concerns having net losses to bear their fair share of
the tax burden and in this respect has a great advantage over the
income tax. This iz due to the fact that a tax is required on sales,
whether the taxpayer is making profits or not. The successful divi-
dend earning business, therefore, can not complein that the careless,
unsuccessful, unprofitable business does not pay for the protection of
the State.

7. It requires a fewer number of reports than an income tax, for,
in most cases, reports would only be made by business coneerns.

8. The motive for evading a general sales tax by business _concerns
immediately responsible for payment to the Government is not so
great as in the case of an income tax, since business concerns that PRY
the sales tax do not ordinarily bear the total burden, while under an
income tax those who pay also bear the burden.

9. A State gross seles tax is not shifted upon consumers to the same
extent as a national tax, because producers and distributors must
mest outside competition.

10. The groducts of business and industry on which the gross sales
tax is levied are largely sold outside the State and the ultimate con-
sumer, therefore, contributes something to the payment of the tax.

11. Where a sales tax is shifted to consumers, it does not burden
groduc&m and is little felt by consumers, who pay it in convenient

riblets as they purchase commaodities.

12, Tt requires practically all persons to contribute something
toward the support of the State.

ARGUMENTB AGAINST THE GROBS BALE3 TAX

1. It violates the fundemental principle of ability to pay, because
it requires & taxpayer to pay a tax regardless of whether he has any
income or property.

2. 1t lays heavier burdens upon the necessities than upon the
luxuries of Jife, and upon the poor mors than upon the rich.

3. It discourages the development of new and promisine industries
by taxing them while getting on their feet, even though they are
making no net profit. A net income tex would he much more favor-
able to them and later would secure revenue when they are able to
pay.

4. A gross sales tax, if heavy enough to yield suhstantial revenues,
is particularly injurious to industries and businesses with large turn-
overs zold at narrow profit merging. That is, if the tax ean not be
passed on it is eqpecialg antagonistic to the economies of mass pro-
duction with specialized and expensive machinery, in other words,
to tlhc{a type of industry that has put America in the forefront of the
wor

5. Its administration brings the problem of trying to fix equitable
and proportional rates of taxation hetween different classes of husinegs
and Yrofessmns in the same class. For instance, & geners! rate is
usually fixed on several elasses of public utilities, but within those
classes are often corporetions er persons doing business in such a way
that the genera] tax rate is actually a penalty. Rates are therefore
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fixed arbitrarily and necessarily allow some properties to escape their
just proportion of tsxation.

6. It penalizes & home business man by subjecting bis sales to &
tax while an out-of-state company, such as & mail-order house, would
not be taxed.

7. A person with a small income will under a sales tax pay more
proportionally than a person with a large income. For instance, s
person who receives $2,500 a year spends most of what he makes,
while the man who receives $1,000,000 a year spends a comparatively
small part. It seems more equitable to tax a man on what he receives
then on what he spends,

8. When applied to retail sales, it is distinctly a nuisance tax.

9. Methods adopted to prevent the pyramiding of a general sales
tax complicate the administration and since a net income tax does
not pyramid, it is superior in this respect. :

10. Greater difficulty is likely to arise in distinguishing taxable
and nontaxable transactions under a general sales tax than under a
general iIncoms tax.

11. If & general sales tax is enacted by some States and not by
others, the practice of bootlegging commodities within the State would
become very widespread. This is shown by the present practice
of bootlegging motor fuels, although only a sinegle product is sold,

12. The interstate commerce c%ause and the import clause of the
Federal Constitution seriously interferes with the operation of a
general sales tax.

{H} Special Sales Taxes on Specific Items

In addition to, or in lieu of, the foregoing snles taxes of a general
nature, all of the States impose one or more special sales taxes on
specific items. These taxes may be divided into two groups, accord-
ing to whether they are imposed upon tangibles orintangibles. Among
the taxes levied upon tangibles mey be mentioned those on auto-
mobiles, candy, ammunition, gasoline, mechanical refrigerators,
oleomargarine, playing cards, soft drinks, tobacco, brewers’ wort, and
malt. Of these, the tax on gasoline is perhaps the most outstanding,
not only because of its universal imposition but from the standpoint
of revenue as well. Taxes levied upon intangible items include those
on admissions to places of amusement, issues and transfers of corporate
bonds and capital stocks, deeds of conveyance, electrical energy,
and the transportation of oil by pipe line. Many of these items are
included within the scope of the general sales taxes imposed by certain
States, but in this discussion of special sales taxes no account is taken
of these general sales taxes. %he special levies which are most
important will be briefly discussed.

AUTOMOBILES

A specisl tax upon automobiles, aside from license taxes, is imposed
in only one State, South Dakota. The levy takes the form of a
registration tax amounting to 3 per cent of the value of the automo-
bile, based upon the original factory {. o. b. retail list price. On
cars registered within one year of manufacture and delivery, the rate
is’applied to the full factory price, but the valuation is reduced where
the registration is made after that time, reaching a minimum of

153011—38——11
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25 per cent where it oceurs more than three years after manufacture.
Though not strictly a tax on the sale of automobiles, it does, in & way
relate back to the original purchase price, and hence has the pra.ct.ica{
effect of a sales tax.

CANDY

South Carolina is the only State which levies a special fax upon
candy. The tax apphes only to that retailing for 50 cents or more per
pound, the rate being 1 cent for each 10 cents or fraction of the selling
price. Individual factory-wrapped packages retailing for 10 cents
or less are exempt.

AMMUNITION

South Carolina, also, is the only State levying & tax on ammunition,
-Shotgun or other shells, and all cartridges of .23 caliber or greater, are
taxed at the rate of $4 per thousand rounds.

GABOLINE

A tax on gasoline is levied by all of the States, and also by the Dis-
trict of Columbia and the Territory of Hawail. The first tax on this
commodity was levied by the State of Oregon in 131%. Beginning
with 1821, the States rapidly began to adopt this levy as o source of
revenue. New York was the last State to impose a tax on gasocline,
its levy dating from May 1, 1828. '

The first gasoline taxes were imposed at comparativoly low rates,
ranging from one-fourth cent to 2 cents per gallon. There has been
s marked tendency, however, to gradually increase the rates, and they
now range from & minimum of 2 cents to & maximum of 7 cents. As
of June 1, 1932, the 2-cent rate was imposed in 3 States and the
Distriet of Columbia; the 3-cent rate in 12 States and the Territory
of Hawaili; the 4-cent rate in 17 States; the 5-cent rate in 3 States;
the 6-cent rate in 5 States; and the 7-cent rate in 2 States. The juris~
dictions in which these respective rates are imposed are as follows:

Two cents: Connecticut, Missouri, Rhade Island, and the District of Columbia.

Three cents: Cslifornia, Delaware, Ilinocis, Towa, Kensas, Massachusetlis,
Michigan, Minnesota, New Jersey, New York, North Dakota, Pennsylvania,
and the Territory of Hawali.

Four cents: Colorado, Indians, Maine, Maryland, Nebraska, Nevada, New
Hampshire, Ohio, Oklahoma, Oregon, South lEa]vx_'ot,a, Texas, fILsh, Yermont,
Weat Virginia, Wisconsin, and Wyoming.

Five cents: Alabama,! Arizona, Idaho, Kentucky, Louisiana, Montane, New
Mexico, Virginis, and Washington.

Bix cents: Arkansas, Georgia, Mississippi, North Caroling, and South Carclina.

Seven cents: Florida and Tennessee.

It appears that the State of North Carolina, in addition to its tax of
6 cents per %allon, also imposes & tax on retailers of gasoline equal to
5 per cent, of the gross sales over $5,000.

ut even this does not represent the entire burden. Many of the
counties and cities also impose additionsl gasoline taxes. ile the
information on county end ecity gasoline taxes is not complete, it
apgearg; that county gasoline taxes are levied in Alabama, Louisiana,
and Mississippi, as follows:

In Alabama, Mobile County levies a tax of 1.5 cents per gallon and
Montgomery County, 1 cent. No information is available as to the
other counties,

i Increasad to 6 centa on Nov. §, 1032.
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- a.11111 Louisiana, 47 of the 64 parishes levy a gasoline ax of 1 cent per

on. "
d In Missisgippi, Hancock and Jackson Counties impoase & 2-cent
gasoline tax and Harrison County, & 3-cent gasoline tax.

The cities of five States, namely, Alabama, Floride, Louisiana,
Missouri, and New Mexico, also impose gasoline taxes.

In Alabams, the cities of Mobile and Montgomery impose a gasoline
tax of 1 cent per gallon. In addition, 20 towns and cities levy a tax
of 2 cents per gallon; 2 towns and cities, 1% cents per gallon; 109
towns and cities, 1 cent per gallon; 1 town, ¥ cent per gallon; and
1 town, % cent per gallon.

In Florida, a 1-cent gesoline tax is imposed by 14 cities, namely,
Bay Harbor, Brongon, Chipley, De Funiak Springs, L Heaven,
Marignna, Milleville, Palatka, %anama City, Pensacola, St. Andrews,
St. Augustine, Wewahitchka, and Williston.

1Ilu Louisiana, New Orleans levies a city gesoline tex of 1 cent per
gallon.

In Missouri, 53 cities levy gasoline taxes ranging in rates from
one~fourth cent per gallon to 1 cent per gallon. Twenty-nine of these
cities levy a tax of 1 cent a gallon, including Kanses City and St.
Joseph. Twenty-three levy 2 tax at the rate of one-half cent a gallon,
including St. Louis. One, Ceruthersville, taxes gasoline at one-fourth
cent a gallon,

In New Mexico there are six cities levying a gasoline tax. These
cities are Belen, Clovis, Gallup, Magdalena, Sante Fe, and Socorro.
The tax rate in all the cities is 1 cent per gallon, except in Clovis, which
imposes & tax of one-fourth cent per gaﬁon.

n most Stetes the tax is imposed on the distributor of the gasoline,
and it is passed on by him to the retailer and by the latter to the
consumer. A larpe majority of the States allow refunds where the

asoline is used for other purposes than as meotor-vehicle fuel.
%’»eceipte from gasoline taxes are used principally for road construction
and meintenencs, although in & number of States they are sometimes
diverted to other uses. Thus, in Florida, for example, nearly half
the collections go into the State general fund. In 1931 the net earn-
ings from State motor-vehicle fuel taxes were over $500,000,000.

LUBRICATING OIL

In Alabama there is & tax of 2 cents per gallon on lubricating oil
sold by dealers. This is the only State having such & levy. In addi-
tion, several towns and cities in Alabama tax this commodity.

MECEANICAL REFRIGERATORS

North Carolina imposes & tax on mechanical refrigerators, and is the
only State having a special levy on this item. The tax is imposed on
dealers at a rate of 1 per cent on the retail sales.

MALT AND WORT

Malt is taxed in seven States, namely, Arkansas, Georgia, Michigan,
Mississippi, South Carolina, South Dekots, and Tennessee. In four
States, the tax is based on weight, varying from a minimum rate of
2 cents per pound to a maximum of 5 cents per pound. The other
three States base the tax on the selling price. Thus, in Arkansas the
rate is 1 cent for each 10 cents of fraction of the retajl prics, while
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South Dakota imposes an equivalent rate of 10 per cent of the 88
rotall price. Georgis imposes the lowest rate, which is one- of
1 per cent of the gross receipts of manunfacturers or dealers.
%ﬁchigan is the only State levying a tax on brewers’ wort, Its rate
is 5 cents per gallon.
OLEOMARGARINE

A special tax on oleomargarine is imposed in 13 States, ali of which
are butter producers. This tax is imposed less for revenue purposes,
perhaps, than to regulate the manufacture and sale of hutter substi-
tutes and to discourage their use., The rates of tax vary from 5 to 15
cents per pound. Two States, Idaho and Utah, have & higher rate on
yellow oleomargarine than on that which is uncolored. The States
imposing this tax, together with the respective rates levied, are as
follows: '

Five cents: Idaho (not yellow), Iowa, Tennessee, and Utah (not artificiaily
colored).

Six cents; Wisconsin,

Ten cents: Idaho (if yellow}, North Dakota, Oklahoma, Oregon, South Dakota,

Utah (if artificially colored), and 1i!u'3,ron:1ingW
Fifteen cents: Colorado, Nebraska, and Washington,

PLAYING CARDS

Only one State, South Caroling, imposes a special tax on playin
ca.;-ds. The rate 13 § cents for each 50 cents or fraction of the ret&ﬁ
price.

SOFT DRINKS

Special texes on soft donks are levied in five States, namely, Ala-
bama, Georgia, Missouri, South Carolina, and Tennessee. In
Alabama, Georgia, and Tennessee the tax takes the forn of a levy on
the carbonic-acid ges used by soft-drink deslers, the rates varying from
2 cents to 5cents per pound. Georgia also has a taxon manufacturers
and distributors of fountain sirups of one-balf of 1 per cent of the
gross receipts. Missouri levies 2 tax of 5 cents per gallon on fountain
girup and three-fifths of 1 cent per gallon on soft drinks. In South
Carolina there is a tax of 76 cents per gallon on fountsin sirups and a
tax on bottled soft drinks of 1 cent for each 5 cents or fraction of the
retail price.

TOBACCO TAXES

Taxes on the sale of cigarettes are levied in 13 States, while 6
States Impose & tax on cigars, 5 tax cigarette papers, and 3 tax manu-
factured tobacco,

The States taxing cigars are Alabama, Arkansas, Georgia, Missis-
sippi, South Carolina, and Tennessee. The South Csrolina tax
ranges from 1 cent for each 10 cigars weighing less than 3 pounds per
thousand to $10 per thousand on those retailing for more than 3 cents
each. In the other States, the tax on is an ad valorem basis, ranging
from 10 per cent of the retail price in Arkansas, Georgis, and Tennea-
gee, and 15 per cent of the wholesale price in Alabama, to 20 per cent
of the retail price in Mississippi.
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Cigarette taxes are levied in Alabama, Arkansas, Georgias, Iowa,
Kansas, Missisaippi, North Dakota, Qbio, South Carolina, South
Dakota, Tennessee, Texas, and Utah. The rates of tax are usually
expressed in terms of so many mills per cigarette, or, at what amounta
to the same thing, at so much per thousand, or 10 or 20 cigarettes.
In the States using this basis, of which there are nine, the rates on
ordinary cigarettes range from 1 mill {one-tenth of 1 cent} per cigar-
ette to the squivalent of 2¥ mills per cigarette. Thus, on 2 package of
20 cigarettes, the tax in these States would renge from 2 cents to 5
cents. In three States of this group, a higher rate is imposed on
cigarettes weighing more than 3 pounds per thousand than on those
woighing less than that amount, reaching 8 maximum of 3.6 mills per
cigarette in Texas, and in the case of cigarettes retailing for more than
1 cent, each Tennesses iinposes a rate of 20 per cent of retail price in
lieu of its 2-mill tax.

Three States base their rate on the retail price, Georgis imposing a
tax of 20 per cent, and Mississippi and South Caroline levying a rate
of 1 cent for each 5 cents of the selling price. In Alabama, the rate
is 15 per cent of the wholesale price.

Cigarette papers are taxed in Jowa, Kansas, North Dakota, South
Dakota, and Utah, the rate in each State except Kansas being one-
half cent for each 50 papers or fraction. In Kansas, the rate is 1 ceut
for each 50 papers,

Manufactured tobacco is taxed in Tennessce at the rate of 10 per
cent of the retail price, while in South Carolina smokiug tobacco is
taxed at the rate of 1 cent for each 5 cents of the retail price and snuff
at the rate of 1 cent for each 3 ounces or fraction. For table compar-
ing rates in the several States see statement on tobacco taxes under
Double Taxation, scetion 4 (d) (2).

State receipts from tobacco taxes emounted to approximately
$13,825,000 in 1931. For table of revenue receipts from tobacco for
18930 and 1931 see statement on tobacco taxes under Double Taxation,
In Alabama, Arkansas, and Tennessee, the revenues from this source
are used exclusively for school purposes, while in Texas one-half the
collections go into the school fund.

ADMISSIONS

Taxes on admisaiona to places of amusement are levied in 23 States
and in the Territory of Alaska. In Mississippi, South Carolina, and
West Virginia, the tax epplies to admissions in general. In the first
two of these States, the rate is 1 cent for each 10 cents or fraction of
the admission price, while in West Virginis it is $1 for each $100 of
gross receipts, with an exemption of $10,000. In the other jurisdic-
tions, the tax is confined to boxing and wrestling exhibitions, although
Illinois also has a special tax of 20 cents per person on admissions to
horse races. :

The jurisdictions in which the tax applies to boxing and wrestling
are Alaska, Colorado, Connecticut, Idaho, Illinois, Indiane, Kensas,
Louisiana, Maryland, Michigan, Minnesots, Missouri, Montans,
Nebraske, New Hampshire, New Jersey, New York, Penngsylvania,
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South Dakote, Wisconsin, and Wyoming. Of this group, New Hamip-
shire imposes the lowest rate, 3 per cent of the gross receipts, while 12
jurisdictions imposs & rate of 5 per cent and 8 & rate of 10 per cent of
the gross receipta. :

A number ofpot.her States, including Connecticut, have various taxes
on places of amusement, but these %eviea are more in the nature of
license taxes and are therefore out of place in the present discussion.
The Connecticut tax, for example, is based on seating capacity, and
renges from 50 cents to $12 per day. :

BONDS, [SBTUE AND TRANSFER

Four States, Alabama, Florida, Indiana, and South Carolina, tax
the original issue of corporate bonds. In Florida and Scuth Caro-
line, the rate is 10 cents per $100 of face value, while in Alabamas it
is 50 cents per $1,000 of such value. Indiana imposes a rate of one-
fourth of 1 per cent on the face value of public-utility bonds and
one-twentieth of 1 per cent on other corporate bonds,

Only the State of Florida imposes a tax on the transfer of bonds,
its rate being 10 cents per $100 of face value.

S8TOCES; ISSUE AND TRANSFER

The same States which tax the originel issue of bonds also tax the
originel issue of capital stock of corporations. The rates are the
same a9 on bonds, except that in South Caroline a distinction is made
between stock having a par value and that which has no par value.
The former is taxed at the rate of 10 cents per $100 of par velue, tha
latter at the rate of 10 cents per share.

Stock transfers are texed in five States, namely, Florida, Maasa-
¢husetts, New York, Pennsylvanis, and South Caroling. Beceuse of
the presence of the New %01‘]{ Stock Exchange in that State, the
Noew York tex is by fer the most importent of these levies. In
Masaachusetts and Pennsylvania, the rate of tax is 2 centa per 3100
of g‘ar or face value; in New York and South Carolina, 4 cents; and
in Florida, 10 cents. In New York, Pennsylvania, and South Caro-
ling, stock having no par value is taxed at the same rate per share
as is stock having a par value of $100,

DEEDS QOF CONVEYANCE

Deeds of conveyance are taxed in three States, namely, Alabama,
Florida, and South Caroling. The rates in Alabama and Florida are,
respectively, 50 cents for each $500, or fraction thereof, of value,
amf 10 cents for each $100 of value. In South Caroling, the rate is
$1 for each $500 of velue, or fraction thereof,

ELECTRICAL ENERGY

Seventeen States and the Territory of Alaska impose a tax on pro-
ducers of electrical energy which ie In addition to property taxes in
those juriedictions. On the other hand, three States, and the Dis-
trict of Columbia and Territory of Hawali, have similar taxes which
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are in lieu of property taxes. There may be some question whether
theso levies may properly be considered es special sales taxes, but.
inasmuch as the tax is generally based on either the gross income or
output of the company 1t is doubtless considered in rate making and
is thus passed on to the consumer. Since those levies which are in.
lien of property taxes have been discussed under “Privilege or Fran-
chise taxes,” only those which are in eddition to property taxes will:
be referred to in this description of State sales taxes on specific items..

Those States levying such a tax, in addition to the Ternitory of
Alaska, are Alabama, éonnecticut, Delaware, Idaho, Maryland, Mis-
sissippi, Nevada, North Carolina, Ohio, Oklahoma, Oregon, Penn-
sylvania, South Carolina, Texss, Vermont, Virgmnia, and West

irginia. The Nevada tax is 2 per cent of the net income of the
producing company, while in Oregon the tax varies from $1 to $3,000
according to the gross volume of business. Idaho, South Carolina,
and Vermont levy a tax of one-half mill per kilowatt-hour of output,
and Alabama a tax of two-fifths mill per kilowatt-hour. In all the
other jurisdictions, the rate is based upon the gross receipts, and
Alahama and South Carolina also have a separate tax levied on this
hasis. In this group of States, the rates range from a mirvimum of
0.1 per cent in %awa.re to a maximum of 5 per cent in North Caro-
lina. In Alabama, there is also a city tax of 2 per cent of the gross
gales in addition to the State tax. For table comparing rates in the
gaveral States, see statement on electrical energy under “Double
Taxation,” 4 (d) 3. :

TRANBPORTATION OF OQIL BY PIPE LINE

Nine States impose a tax on the transfer of oil by pipe line. These
States are Delaware, Maryland, Mississippi, New Mexico, New York,
Ohio, Oklahome, Pennsylvania, and West Virginia. In each State,
the tax is based upon the gross receipts of the operating company
from intrastate business, the rates varying from a minimum of one-
tenth of 1 per cent in New Mexico to a maximum of 4 per cent in
Ohio. For table comparing rates in the several States, see state-
me(lﬂ} on transportation of ol by pipe line under ** Double Taxation,”
4 (d) 6.

FOREIGN INSURANCE POLICIES

There are at least 10 States which levy a tox upon foreign insur-
ance companies. The tax is based upon the gross premiums and the
rates range from 1 per cent in the case of Louisiana to 4 per cent in
the case of Kanses. For table companng the rates in the several
States, see statement on foreign insurance policies under *Double
Taxation,” 4 (d} 6. '

MISCELLANEQUB SALES TAXES ON SPECIFIC ITEM3

In addition to the foregoing special sales taxes, there are at least
30 other items which are subjected to special taxes in onro or more
States. A list of these taxes will be found in Exhibit 12 of the
appendix. Without attempting to describe sll of these taxes, those
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imposed by more than one State, together with the range of rates,
appear in the following table:

Oblect of tax Blatss Lmposing tax Range of 1ates
Carbon black__. .. Loulslana, Montana. . ......ocoeeiianas Y cent a pound; b oent s poond,
Comend. ....ooeen.oo Montans, Texes. . .o . mrem oy, 4 cents a barrel; 1M omts per hundred-

walght.

Feood {commereial)..| Delawars, Kansas, New Jarsey, Okla. | 8 to 25 ponts per twen,

homs, South Carolina, Texaa,

Perttilrer .. . _._... | Delawars, Kansas, Massachusetts, Naw | & to 85 cants per ton.
Jersey, MNew Mexios, Oklalioma,

Bouth Carcline, Texas.

Pish.__ .. __._____. Alpaka, Washington. . ... .. ... ._.. 234 to 5 cents per bundredwaight.
Salrmon WRShIRELOD . . o e 3{ ta 11 centa each,
Fuelofl. .. . Alabama, TelUnesses. .. oocoeeoeneonaa. 14 per cotit gross maled; 1 cent pot gallon.
Kearcsene. . .} Georgis, Louisians, North Carcitns, | 1 cent per gallon; Tennssses, 5 Der cant
Tenneasses. Eross saiss over $5,000.
Lims. Dala Florfdm o .o § centa per ton; I cent per ton.
Mitk powder........| Georgla, Indlaba. . oo oeoomeeeaaeeae h:;:lm per pound; & per cent wholesale
8.
Trading stamps. ... Alabama, New Hampabive ... ...... 3 per cent gross eales; 10 per cent om

ealers, 3 per cent ofi Userd.

No attempt has been made to list the State liquor and beer taxes
still in effect, on account of the fact that these taxes have not been
productive of revenue since the adoption of the eighteenth armendment.

(Il Poll Taxes

Poll taxes properly include ‘‘all per capita taxes, uniform or
graded, whether such taxes are levied as specific amounts against the
persons subject thereto or as ad valorem taxes based upon an arbitrary
valuation of polls or occupetions.”

Practically every State imposes the poll tax in one form or another,
but collections and benefits received from this tax are largely granted
by the States in whole or in part to the counties, municipalities, or
other civil divisions. (See also Exhibit 13 of the Appendix.)

The total revenue received by the States and their subdivisions
from the poll tax is in excess of $20,000,000 for the year 1930, and of
this amount the States received approximately $4,000,000,

{3} Licenses, Permits, and Occupational Taxes

All of the States and local governments impose license or cccupa-
tional taxes in various forms. By actual count, it is believed that
thei'e are not less than 3,974 of such taxes, as shown by the following
table:

Amusement licenses. ________ . __.____._ e mmmmmmmmaa— 427
Chain store HeenBes _ _ _ . e e 12
Merchants’ and retail dealers’ licenses_ . __ . _ . . __.__.____... 577
Wholesale dealers’ licenses. ... .. ______ o ___ 85
Manufacturers’ licenses. . _ . . . eea-- 177
Poddlers’ licenses. . .o o oo eiieie 272
Miscellaneous business lieenses_____ ... ______________.__.. 487
Agencies (occupational tax) . . e o._ a2
Agents (occupational tax) . aaio.an 142
Brokers {occupstional tax) .. ... __oo-. 191
Professions {cecupational tax) . . . eao___ 449
Miscellaneous cccupations_ oo _.- 262
Figh and game licenses. ... . .. . .o iameee-- 266
Auto, truck, etc. (private), lcenses_ ... _____________.__. 156

Publie carrier Heemses .. ..o e e
Motor eyele licemses. o deeee-
Miscellaneous vehicle licenses
Vohiete dealer licenses_ ________

Miscellaneous licenses_ . . . . L. e

Grand tobal. . o c—————
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It is, of course, impracticable to describe these taxes in detail.
In Exhibit 14 of the appendix there will be found a list showing the
object taxed, the number of States imposing the tax, the range of
rates, and the measure of tax. An examination of this list is the beat
way to visualize the great number and variety of these taxes.

The 427 license taxes found under the heading of amusements reach
such objects of taxation as amusement parks, billiard end pool
tables, bowling alleys, dance halls, merry-go-rounds, moving-picture
theaters, gambling ncas, slot machines, vaudeville theaters, boxing
exhibitions, circuses, etc. The measure of the taxis usua.lly a flat
rate, or a rate fixed a.ccordmg to population. For theaters and other
exhibitions, the bagis of seating capacity is also used. The rates of
tax vary widely; for instance, the tax on circuses in some States is as
low as 35 per day, and in others as high as $1,000 per day.

Twelve States have special business licenses on chain stores. The
basis of these taxes is the number of stores, gross sales, gross pur-
chases, or invested capital.

There are about 577 provisions in the various States requiring license
fees from merchants and retail dealers. Such objects of taxation
include, besides merchants in general, persons dealing in the following
articles; Near beer, candy, coffee, drugs, eggs, fish, fruit, ice cream,
meats, soft d.n.uks adding ma.chmes bicycles, playmg cards, bull
frogs, 'cash reglsters cigars and c:ga.rattes, coal, coffing, explosives,
iertnhzers, fireworks, , furs, horses, ]ewelry, ]unk livestock,
nursery stock, oils and kervsene, pistols, trading stamps, etc., etc.
The ordinary measures of tax in tﬁeae cases are flat rates, or rates
sccording to population. The actusl rates can be seen from an exam-
mation of Exhibit 14 in the appendix already referred to.

There are 85 different provisions texing wholesale dealers in the
various States and 177 provisions taxing menufacturers, These pro-
visions reach about the same objects as the licenses already named
abovein regard to retail deslers.

Peddlers are required to secure licenses in 272 instancesa. Twenty-
five States tax foot peddlers, 28 States tax peddlers by vehicle, and
besides this, counties also require separate license taxes. Book ped-
dlers, fish peddlers, horse traders, patent-medicine peddlers, etc., are
all taxed in one or more States,

Then we have a large number of miscellaneous concerns subject to
license taxes in the various States. The number of such taxes is
about 467, and includes taxes on the following businesses: Abstract
compames, advertising, apartment bouses, aquariums, barber shops,
beauty parlors, brickyards, check rooms, comstruction companies,
cotton gins, dairies, disposal plants, private hospitals, hotels, laundries,
liv atables, machine shops, public baths, restaurants, tannanes
warehouses, etc. Various messures of tax are employed as can be
geen from the list in the appendix,

Coming to agencies, agents, brokers, professions, and other miscel-
laneous occupations, we find all kinds of occupational taxes imposed,
numbering about 1,136. These taxes are demanded from such occupa-~
tions ss collection agencies, insurance agents, lobbyists, commission
merchants, real-estate agents, architects, barbers, engineers, mani-
curiats, auctloneers, bankers, chauﬁeurs fortune tellera photographers,
plumbers, doctors, accountants, attorneys, pllots, stenographers,
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tailors, etc. The usual measure of these taxes is a flat rate or a rate
based on population.

In 266 cases, wo find license taxes having to do with fish and game.
The scope of these licenses is more or less obvious and & matter of
common knowledge. This is also the case with the 156 automobile
license taxes, the 134 public-carrier license taxes, the 62 motor-cycle
license taxes, and the 25 miscellaneous vehicle license taxes. DBesides
the license tax on these vehicles, there are 59 additional taxes on
dealers in such vehicles.

Finally, we find taxes on 119 miscellaneous businesses or things not
otherwise classified, such as dogs, boat houses, peanut carts, game
and fish breeders, auction sales, ete.

In all the above cases, the most usual measure of the tax is a flat
rate or a rate based on population, However, we also frequentiy find
the following additional measures: Gross receipts, cost of goods sold,
weight, par numbaer sold, horsepowar, capacity.

While many of these licenses, permits, and occupational taxes are of
6 mere regulatory character, others are substmtiaf’ravenue producers.
Although no recent information is available, it appears that in 1922
not less than $305,362,000 wes secured from this source by the States
and the subdivisions thereef.

(K) Special Asscasments

Cooley, in his book on texation, has given us the following definition
of special assesamenta:

A epecial assessment 8 in the nature of a tax upon property levied according
tc benefits conferred on the property. The whole theory of a special assessment
is based on the doetrine that the property against which it is levied derives some
special bhenefit from the improvement. The justice of demanding the special
eontribution is supposed to be evident in the fact that the persons who are to
make it, while they are made to bear the cost of a public work, are at the same
time to suffer no pecuniary loss thereby; their property being increased in value
by the expenditure to an amount at least equniJ to the sum they are required to

ay. :

While the word “tax,” in its broad meaning, includes both general taxes and
special saseeaments, and in a general sense s tax is an assessment, and an Basess-
ment is & tax, yet there is a recognized distinction between them in that assess-
ment is confined to local impogitions upon property for the payment of the cost
of public improvementa in ita immediate vicinity and levied with reference to
special benefils to the property assessed. * * *

It can be seen from the above definition that some doubt may arise
as to the propriety of including revenues from special assessments
with other tax revenues; however, we have done so from certain
practicel considerations. Under the classification of special assess-
ments, those taxes have been included which are apportioned accord-
ing to the assumed henefits to property affected by the improvements.
It might be well to point out that while these taxes are assessed agpinst
property, they are not usually subject to the uniformity rules applying
to general property toxes levied in the States. Many street, drain-
age, sewerage, water, and irrigation projects are paid for by these
special assessment levies.

The totel recoipts [rom this source for 1931 ! as far as cen be readily
ascertained amounted to approximately $215,268,462.

1 1030 figures umd whare 1931 figures nat available.
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{L} Other Miscellaneous Taxen

Severance taxes are the only levies which wo have been obliged to
claseify under miscellaneous for the purposes of this report.

- Various States impose s severance tax upon coal, iron ore, mnan-
ganese, various minerals, marble, salt, sand, gravel, sulphur, timber,
water power, water, natural gas, oil, and petroleum.

The severance tax is generally considered as sound in principle,
since it rests upon the theory of payment to the State for the depletion
of its natural resources. li{ is easy to collect, and authorities upon
taxation have recommended it where sufficient natural resources,
exist to produce substantial revenue.

In Exhibit 15 of the appendix of this report will be found a schedule
of the severance taxes, tﬁe range of rates, and the measures of tax.
The usual measure for oil is per barrel, and for minerals, per ton.

4. DOUBLE TAXATION

The power to tax is a recopnized privilege of government and one
which must be exercised in order that any government may exist and
function. Due to our dual system of government, Federal and
State, two sovereigns must levy taxes in the same territory and on
tho same people. gnoelong s this power to tax is exercised with wisdom
and discretion, and with due regard to the tax system of each other,
hardships and inequalities will be minimized. However, in many
cases, the two Governments, urged by the necessity for additional
revenue, do tax the same objects, This results in double or duplicate
taxation. Such double taxation may or may not be unjust, but as &
general rule at least it interferes with the equitable distribution of the
tax burden as a whole. Moreover, the taxpayer generally feels himn-
self treated unjustly in these cases, whether or not duplication of
taxes can be justified on a theoretical basis. In order to minimize
double taxation, duplication and overlapping there must of necessity
be cooperation between the several goverments. It would appear
p?lfer for each to study the tax structure of the other. This is espe-
cially true at present when all taxing authorities are seeking new
gources of revenue,

This section of the report deals with the question of double taxation
and duplication resulting from the exercise of the power to tax by the
Federal Government and by the State governments or the subdivisions
thereof. Investigation into the entire field of taxation has disclosed,
that in the majority of instances where the Federal Governinent has
a tax on a tangible or intangible object some one or more of the States
or their political subdivisions also tax such object. The fact that this
condition exists is not necessarily o reason to become unduly glarmed
as double taxation is not of itself dangerous in character when levied
according to “ability to pay.” However, in many instances thore
has been complete disregard of this cardinael principle. There can be
no doubt that unjust taxes reterd business. In fact, “the power to
tax is the power to destroy,” and too much double taxation will, if
carried to the extreme, amount fo confiscation.

The subject matter which follows in this section of the repert will
gshow the important instances of double taxation or duplication and
their effect.
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{A) Income Tax on Individuals

The Federal income tax on individuals and the State income taxes
on individuals have already heen described in preceding sections of
this report. It has been shown that 17 States impose a tax similar
in application to the Federal tax and that 5 States have a tax that is
similar but restricted in application,

1t was found. upon investigation that the laws of the several States
covering this form of tax were imposed as follows:

Parjod
VirgIntA . e e e e e —e e Prior to 1862,
Hawaii, Oklahoma, Wisconsin and Missisaippi. ... 1862-1913.
Massachyusetts, Delaware, Miasouri, New York and North
DaKObE o oo oo oo e oo 1913-1920.

North Carolina, South Carolina, New Hampshire, Arkansas,

Georgia, Oregon, Idahe, Ohio, Tennessee, Utah, Vermont and

Tlinoie. i dmimmemmmmmmmmemaaoaol 1921-1932.

Inasmuch as the first Federa] law based on net income was enacted
in 1862, it would appear from the ahove that, with the possible excep-
tion of Virginia, the remaining 21 States enacted their laws subsequent
to the time the Federal Governinent entered the field. At the present
time the Federal Government, 19 States, and Hawaii levy individual
income taxes, excluding the unconstitutional statutes of Illinois and
Tennessee. It may be of interest to show the additional burden that
the taxpayer must bear from such taxes. For illustration, assume
that three individuals having & net income of $100,000 earned such
net income in their respective States of New York, Wisconsin, and
Marylond. By referring to Exhibit 8 of the appendix it will be seen
that New York nnd Wisconsin tax individusl incomes, whereas
Maryland does not. The individual residing in New York must pay
to that State an incomne tax of approximately $2,750 and to the
Federal Government an income tax of $29,350, making a total tax
of $32,100. The individual residing in Wisconsin must pay to that
State an income tax of approximately $11,100 and to the Federal
Government &n income tax of $26,900, making a total tax of $38,000.
The individua)] residing in Maryland is only required to pay a tax to
the Federal Government, and his income tax burden is, therefore,
much less, amounting to $30,100. )

From these facts it appears that, due to the State and Federal Gov-
ernments both taxing the net income of individuals residing in New
York and Wisconsin, an additional burden is placed on such individ-
uals of approximately $2,000 and $7,900, respectively, as compared
with the burden on individuals residing in Maryland. In other
words, the individuals earning their incomne in New York or Wisconsin
are required to pay, respectively, 6% per cent and 26 per cent more
than the individuals earning their income in Maryland. It is true
that an average tax of 38 per cent on a net income of $100,000, like
that in Wisconsin, is not confiscatory, although it must be conceded
that it is a heavy burden.

Moreover, if an individual received a net income of $1,000,000 in
Wisconsin, the situation is further aggravated. The Wisconsin income
tax in such a case is approximately $70,000 and the Federal income
tax $532,500, moking a total of approximately $602,500. The two
taxes will approximate 60 per cent of the net income. It is obvious
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from this illustretion that the posaibility of confiscatory taxes is not
remote if further increases in rates are made.

It is true that at present the Federal Government and the States
give some regard to the income tax laws of the other by allowing taxes

aid to such other jurisdiction es a deduction from net income. This
g«)es not prevent double taxation but reduces its effect. For instance
the maximum combined rate ou incomes in excess of $1,000,000 in
Wisconsin is approximately 66 cents on the dollar of such excess,
A man with & $15,000 net income {before deducting income taxes
allowed) would pay a tax of about $880 to the Federal Government
and $1,165 to Wisconsin, a total tax of $2,045,

'The double-taxstion burden indiceted above mey he substantially
increased since the same income mey be texed by two or more States.
For instance, if a resident of Wisconsin derives income from & husiness
in Wisconsin and from another husiness in North Caroling, he will be
taxed on his North Caroline income by both Wisconsin and North
Carolina. This situation may be found in at least 10 Stetes which
tax the income of nonresidents eerned within the State and the
income of residents regardless of where earned.

The effect of these high rates deserves the careful consideration of
our legialators. How far we can go without driving capital out of
the country or State is & matter for much study along economic lines,

The question of which division of our GGovernment should occupy
the income-tax fisld or how it should be divided between our two
sovereign governments is an issue of great importance, for douhle
taxation on this subject already occurs in 22 cases and indications are
that the number of these instances will soon be increased.

{B) Income Tax on Corporations

As shown in Exhibit 9 of the appendix, there are 20 States and
2 Territories that impose a tax on income of corporations in addition
to the Federal levy. Of the 20 States and 2 Territories, 1 State
(Messachusetts) and 1 Territory (Alaska) have laws that are so
restricted in application as to warrant their omission from further
discussion.

The remaining 19 States and 1 Territory have laws that are the
same in principle as the Federal statute. Some, however, exempt
certain corporations that pay a tax on gross income while others
allow certain exemptions before the tax applies or allow credits
against the tax which for the purpose of this section does not affect
the principle hut only the tax burden.

Omitting the States of California, Georgia, Oregon, and Utah,
which allow property taxes in whole or in part as a credit from the
corporation tax, the rates of the remaining 15 States range from
1 per cent (Montana) to 6 per cent plus surtax (Wisconsin). The
Federal statute imposes & tax rate of 13 per cent on separate cor-
porations and 144 per cent on consolidated corporations,

In order to show the effect of income taxes levied hy both the
Federal and State Governments on corporations, the States of Mon-
tana, Mississippi, New York, South Carolina, and Wisconsin will be
used as illustrations. In arriving at the tax it must he understood
that both the Federal and State Governments allow the tax paid by
each to be deducted from the respective incomes before applying the
rates.
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On a net income of $100,000, the tax on corporations on these ﬁve.
States would be as follows:

Pemnt«-
Blals Faderal : Total
Btata Rate ia tax tar sge of
{nooma

O | $12,008 7 $14474 i1k
4928 13,073 17,968 18
3, 03 13,213 17,118 I'H
I 3, 005 13,03 J7, 118 174
8,804 12, Ml 18, B 1346

1 Plus sortax.

The facts show that with {ew exceptions the States enacted laws on
this subject subsequent to the Federal statute. The last session of
the Conpress raised the corporate rate on separate corporations from
12 to 13% per cent, and on consohdated corporations from 12 to 14%
per cent, and several States in their last legislative messions also raised
the rates.

The same general remarks which have already been made in dis-
cussing double taxation resulting from the various income taxes on

individuals also apply to double taxation resulting from the income
taxes on corporations. The division of the corporate mcome-tax field
between the Federal Government and the States is an important’
matter for consideration,

{C) Esiate and Inheritance Taxes

Double taxation in connection with Federal estate and inheritance
taxes was never much of an issue in the United States prior to the
enactment of the present estate tax in 1916. Although the Federal
Government had previously levied seversl different forms of death
duties, they were only in effect for short periods and the rates were
:suﬁiciegtly low as not to conflict with any State death texes then
Impose

t the time of the original enactment of the present Federal estate
tex, which has, with numerous changes, been continuously in effect
since 19168, only five States had no death duty of any kind, and the
entry of the N ationgl Government into the death-tax field ‘therefore
meant that estates in practically every State must pey a tax on the
same property to botﬁ the Federal and State Governments. The
Federal Government, of course, has concurrent power with the States
to tax estates of decedents under its general constitutional authority
to lay and collect taxes. While the Congress realized, in imposing
the Federal levy, that it meant duplication of taxes, it was felt that
the tax could be abundantly justified on the ground that the States
ware not taking full advantage of this field of taxation, and that
f)hex;ffore estates of decedents should well be able to bear the added

urden.

The weakness of the State death taxes lay in the fact that in only
12 of the States did the levy extend to lineal heirs, who generally
inherit most of a decedert’s property, and even then the tax was only”
a nominal one. It was shown that while in 1915 the States realized’
only $28,000,000 from death taxes, Great Britain, with a population‘
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and national wealth much less than that of this country, in 1914
collected over $132,000,000 from this source. The Congress deter-
mined that & moderate Federal estate tax levied on the whole estats
would, together with the collatera] texes imposed by the States, form
& somewhat logionl inheritance-tax structure. For such a system of
death duties there were many precedents, particularly in Europe,
where most of the netional governments levy both estate and share
taxes. The Federal estate tax, when enacted in 1916, was calculated
to add approximately $50,000,000 to the total death-tax burden in
this country,

Double taxation of estates really began to be noticed in this coun-
try during the period of the World War, when the State and Federal
texes were from time to timo increased due to the necessity for addi-
tional revenues. Many of the States felt that the Federal tax was
gradually driving them from the field of death taxes by the imposition
of such Kigh retes ns made it impossible for them to levy a substan-
tial tax without imposing an unreasonable burden on estates. The
States generally felt, also, that the Federsl tex was an encroachment
on their powers of taxation, contending that by virtue of their exclu-
give control over the devolution of property they should have the scle
right to tax its transfer at the death of its owner.

In 1924, with rates then imposed which reached a maximum of 25
per cent on thet portion of a net estate in excess of $10,000,000, Con-

s increased the rates still further to & maximum of 40 per cent.
t 8o happened that in 1923 the State and Federal revenues from death
taxes hed been a little over $200,000,000, and the argument was made
in Congress that estates could stand a still greater burden since Great
Britein was then collecting more than that amount of revenus from
this source with only one-third to one-fifth our national wealth. It
was stated that with the same rates and exemptions as the British tax,
the Federal and State (Governments could obtain from $600,000,000
to $1,000,000,000 from death taxes in the United States,

In order to prevent the high Federal rates enacted in 1924 from
imposing an undue burden in those Stetes which had fairly high death
taxes, it was provided that the Federal tax should be credited with
any death taxes paid to the States, not to exceed 25 per cent of tha
amount computed at Federal retes, Mention was made of the fact
that in some of the States the rates were quite high, notebly in
Arkanses, where & maximum rate of 40 per cent was ap{ﬁied to prop-
erty passing to strangers in blood, and that with a Federal tax reaching
a8 maximum of 40 per cent imposed in addition to the State taxes, the
total burden would be unreasonable end confiscetory. The credit
provision seemed a happy solution of the problem of insuring a min-
Imum tax being collected from all estates, and at the same time it
allowed the States to participate in the levy of death taxes to the
extent of 25 per cent of the Federal tax without imposing & double
burden. In other words, in so far as the State desth tax did not
exceed 25 per cent of the Federal levy, there was no double texation
in any sense of the word. Consequently, the total burden on an
estate of & decedent domiciled in a State imposing a death tex equal
to or less than the amount of the Federal credit was no greater than
on the estate of a decedent domiciled in a State which imposed no
death tax of any kind. Of course, there wes no limitation on the
power of the States to impose a tex greater than the amount of the
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Federal credit if they chose to do so. The excess merely could not
be credited againat iile Federal tax, and in these cases some double
taxation would result.

In 1926 the rates of the 1924 Federal estate tax law ware retroac-
tively reduced to a maximum of 2§ per cent, and a maximum rate of
20 per cent was imposed on estates of decedents dying after the
enactment of the revenue act of 1926. Under the provisions of this
sameé act, the credit provision of the Federal law was increased to
80 per cent. This latter change was brought about largely as a
compromise with those who sought the absolute repeal of the Federal
levy. Great pressure was brought to bear upon Congress in 1925
and 1926 for the withdrawal of the Federal Government from the
death-tax field. Even the Treasury Department took the position
that such taxes were more properly levied by the States than by the
Federal Government, since the States alone control the inheritance
of property. On the other hand, the proponents of the Federal tax
argued that without the National Government in the field, the Staies
which desired to impose substantial inheritance taxes would be
unahle to do so because of interstate competition for the residence
of wealthy persons, The argument that the Federal estate tax had
encroached upon the rights of the States was met by showing that
State revenues from death taxes had increased yearly since its imposi-
tion. This increase resulted principally from the fact that most of
the State taxes amounted to less than the Federal credit, and the
large majority of these States either increased their rates or imposed
adrgitional taxes to take full advantage of the credit provision,

With the $100,000 exemption provided by the Federal estate tax
of 19268, and under the operation of the 80 per cent credit provision
of that act, the entire field of death taxation with respect to net
estates of $100,000 or less was given over to the States, not to men-
tion the major portion of the tax levied upon the larger estates. The
increase of the eredit from 25 per cent to 80 per cent made it possible
for the States to secure & maximum of revenus from death taxes with-
out imposing an unreasonable or double burden upon estates. With
almost no exceptions did the State taxes, in any case, exceed 80 per
cent of the Federal tax under the 1926 act. Thus, while both the
States and the Federal Government impose death taxes, there is
little double taxation,

When the additional Federal estate tax was imposed under the
revenue act of 1932, with no credit allowed against it for State death
taxes paid, the totel burden on estates was increased, but as the
estate tax law of 1926 and the credit provision thereof were not
changed, the position of the States was the same as hefore the enact-
ment of this additional tax. As long as they do not increase their
levies beyond 80 per cent of the Federal tax under the 1926 act,
there will still be no double taxation. Under the combined operation
of the State death taxes, the Federal tax of 1926, and the additional
Federal tax of 1932, the maximum rate of tax applicable to estates,
in nearly all cases, is 45 per cent. This rate applies to that portion
of the net estate in excess of $10,000,000. In practical operation,
the division of the revenue from the combined taxes, so far as the
larger estates are concerned, will be approximately 67 per eent to the
F;Eeral Government and 33 per cent to the States.
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Before concluding this section of the report, mention might be
meade of the fact that until recently there hes existed, as between
the States themselves, such & condition of double and even of mul-
tiple taxation in connection with intangible personalty of nonresident
decedents as to force corrective measures to be taken to lesaen this
evil. An example of this condition may serve to illustrate the dupl-
cation of taxation which occurred. A decedent domiciled in New
York might have owned stock in a corporation organized under the
laws of New Jersey which carried on ita business in Ohio, and the
stock miiht have been kept in & bank in Pennsylvania. On the
death of the owner and the transfer of the stock to his heirs or legatees,
each of these States might have sought to, and in most cases did,
lavy & death tax. Thus, the transfer of the stock was taxed in the
Btate of the decedent’s domicile, the State where the corporation was
organized, the State where the physical property of the corporation
had its situs, and the State where the certificate of ownership was
kept. To avoid this multiple taxation, many of the States entered
into reciprocity agreements not to tax the intangible property of
decedents of those States which did not tax the intangibles of their
own decedents. Other States repealed their taxes on the intangible
F;arsona.l property of nonresidents. Lately, the Supreme Court of the

nited States, in a series of decisions, hes greatly limited the power
of States other than that of the decedent’s domicile to tax his intan-
gible personalty.

In econclusion, it may be said that in so far as estate and inheritance
taxes are concerned, the evil of double taxation has largely been done
away with, but that many questions still are et issue concerning the
proper maximum estate tax burden and the division of the revenue
derived therefrom. The 80 per cent credit clause of the Federal law
is & unique device also deserving serious thought, It seems to have
mary advantages in this case, but if this principle is extended to
other taxes it might become objectionable.

{D) Special Sales Taxes on Specific Hems

There are many cases of duplicate taxation in the field of special
sales taxes on specific items. The most important of these duplica-
tions will be briefly discussed.

{1} GaABOLINE

Prior to 1932, every State in the Union, the Territory of Hawaii,
and the District of Columbis imposed a tax upon gasoline. On Jure
21, 1932, the Federal Government entered the field with a 1-cent tax
upon gasoline sold by producers or importers during the period June
21, 1932, to June 30, 1933. While the Federa] tax is a temporary
meesure, there is & possibility that it may be extended into 1934 or
later years.

In order to show the effect of the Federal tax upen the automobile
user, the following table is submitied showing the rates imposed by

183011—33——12
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the several States, the Territory of Hawaii, and the District of
Columbia. .

al
oA

Alabama_ __ e miaes 6 Montene_ .. ... ______.__
Arizona__ . _______________ 5 | Nebraska______________ ... _.
Arkaneas._ e ciemans 8| Nevada , . _____
California. - o e 3 | New Hampshire_ . ____________.
Colorado. - o oo 4 | New Jersey o . oimoe oo
Connecticut 2| New Mexicoo oo .__
Delaware 3 New York ... ...
District of Columbia. 2 | North Carolina.
Florida, .o o ____ 7 { North Dakota_. ... .__.
GeorgiB. - o e 8|1 Ohio. . .
Hawail__. . 3| Oklahoma_ . ...
Idaho. oot 6| Oregon. oo e
) 41534001 SR 3 | Pennsylivania__ . ______________
Indians_ oo oo e 4 | Rhode Island. oot iann
Towa. e 3 | South Carolina_________________
Kanses_ .o 3| South Daketa_ ____. . __.. .. ._
Kentueky . v 5 | Tennemsee__ _ _ _________________
Louisians._ _ - - o ___.____._ 5| Texas_ e eo-

AIDe . e 4 1 Utah_ .ot
Maryland . ... _______ 4 | Yermont______________________
Maassachusetta_ . ... _.._ 3| Virginia. e _
Michigan. . o oo 3} Washingbon.____________________
Minnesots . ____ 3 ) West Virginia.. ... _eurnmoun
Mipsissippie v v ccmcmmr e 6| Wiseonsin_ o oo
Misaouri_ _ . ____ 2| Wyoming._ ..

From the above table, it will be sesn that the rates range from
2 to 7 cents per gallon. Two States impose a 7-cent rate; 5, a B-cent
rate; 9, n B-cent rate; 17, & 4-cent rate; 12 and Hawali, o 3-cent rate;
and 3 and the District of Columbia, a 2-cent rate. With the Federal
tax added, it will be seen that the rates range from 3 to 8 cents per
gallon. But even this does not represent the entire burden. Many
of the counties and cities also umpose additional gasoline taxes.
While the information on county and city gasolme taxes is not
complete, it appears that county gasoline taxes are levied m Alabama,
Louisiana, and Mississippi, as follows:

In Ala.ba.ma, Mobile County levies a tax of 1.5 cents per gallon,
and Montgomery County, 1 cant, No information is avalable as to
the other counties.

{ln Louisiane, 47 of the 64 parishes levy a gasoline tax of 1 cent per

allon.
& In Mississippi, Hancock and Jackson Counties impose a 2-cent
gasoline tax and Harrison County, & 3-cent gasoline tax.

The cities of five States, namely, Alabams, Floride, Louisiana,
Missouri, and New Mexico, also impose gaso]i.ne taxes.

In Alabama, the cities of Mobile and Montgomery impose s
Fasohne tax of 1 cent per gallon. In addition, 20 towns and cities

evy a tax of 2 cents per gallon; 2 towns and cities, 1% cents; 108
towns and cities, 1 cent; 1 town, X cent, and I town, % cent.

In Florida, a l-cent gasohne tex is unposed by 14 cities, namely,
Bay Harbor, Bronson, Chipley, De Funiak Springs, Lynn Haven,
Mariannas, Milleville, Palatka, Panama City, Pensacola, St. Andrews,
St. August.me Wewa.hltchka, and Williston.

1Iln Louisiana, New Orleens levies a city gasoline tax of 1 cent per
gallon.
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In Missourt, 53 cities levy gasoline taxes ranging in rates from one-
fourth cent per gallon to 1 cent per gallon. Twenty-nine of these
cities levy a tax of 1 cent a gallon, including Kansas City and
Bt. Joseph. Twenty-three levy a tax at the rate of one-half cent a
gallon, mcluding St. Louis, 8ne, Caruthersville, taxes gasoline at
one-fourth cent a gallon.

In New Mexico there are six cities levying a gasoline tax. These
cities are Belen, Clovis, Gallup, Magdalena, Santa Fe, and Socorro.
The tax rate in all the cities 18 1 cent per gallon, except in Clovis,
which imposes a tax of one-fourth cent per gallon,

The combined burden of the gasoline tax upon the automobile
user, agsuming the tax is passed on, is shown in the following examples:

(1) If & resident of Mobile, Ala., uses 623 gallons of gasoline a year
his gasoline tax will he as follows:

Federal tax (1 cent) oot
:Btate tax (6 cents) . __..

‘County tax (13 cente)
-City tax (1 cent}

Total tax . e e e 59. 19

(2) A resident of Palatka, Fla., using 623 gallons of gasoline per
year would pay the following tax:

Federal tax (1 cent) .. .. e ce—— e £6, 23
State tax (7 cents) o o o mimimmmeanaa 43. 61
Cily tax (1 eent) o e — e ———————— 6. 23

Total tax. - - e mmmmemm—mmea b6. 07

(3) In Mississippi, & resident of Harrison County using 623 gallons
-of gasoline per year will pay the following tax:

Federal tax (1 cent) . . e cmm——m———ne $6. 23
State tax (6 cents) - - _ e cmimamaman- 37. 38
County $8% (B Centa) - - o we e oo mm— e e mm—m———— e 18. 69

Total tax . e 62. 30

In addition to this total tax burden in Mississippi, it should also be
pointed out that that State levies a general sales tax upon producers,
manufacturers, and wholesalers. nder tbis general sales tax, a
deduction is allowed in computing the gross sales for the taxes col-
lected upon gasoline, However, as the gasoline tax is allowed only
a8 & deduction in computing gross sales and not as a eredit against the
tax, it appears that another burden on gasoline is also added by the
-general sales tax.

Other States imposing general sales taxes which may add to the tax
burden of gasoline are Connecticut, Missouri, North Carolina,
Pennsylvania, and West Virginia. These taxes are generaily in
addition to the special State and county taxes levied upon gasoline,

It appears that the combined Federal, State, and local levies upon
_gasoline increase the sales price to the consumer from 30 per cent to
‘more than 100 per cent, depending upon the Stateinvolved. Thisis a
large percentage, and while the tax is productive and easy to colleet,
it 15 evident that the rates are approaching the peint of diminishing
returns.

When the gasoline tax was first discussed in the House of Represen-
tatives of the United States, it was felt by many that this field of
taxation was fully.occupied by the States and should be left to them.
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The House did not include this tax in the revenue bill as transmitted
to the Senate. The Senate, however, in the light of later figures as to
the deficit and as to the probable tax yield, was obliged to ainend the
bill by including e tax upon gasoline.

The States use the money obtained from gasoline taxes, for the most
part, in road construction and maintenance. For this purpose, the
tax seems equitahle, as it falls upon those receiving the benefits of

od roads. The Federal Government also appropriates large sums
or road construction in the varicus States. In fact, it appears that
the Federal expenditures for such purposes will even exceed the
revenue derived from the l-cent gasoline tax. This appears to
furnish the hest justification for the Federal levy. A discussion of
the tax which gasoline can fairly hear without materially reducing its
consumption is one of the important matters deserving the attention
of hoth Federal and Btate legisletors.

According to figures presented by the American Petroleum Institute,
there were declines in consumption in 1931 in all States having a
gasoline tax rate of more than 2 cents per gallon. Where the tax
rate was 3 cents, the decline was 1 per cent; 4 cents, 3 per cent; 5 cents,
8 per cent; 6 cents, nearly 14 per cent. A very high rate of tax
creates an incentive to evade by bootlegging or otherwise, with a
resulting loss of revenue to the States and competitive hardships to
reputahle distributors and dealers.

(2) Tomacco

Both the Federal Governuient and 13 of the States levy & tax upon
tohacco in some form, Tobacco taxes have been one of the principal
gources of Faderal Revenue since 1862, and were imposed as early as
1794. The Federal Government taxes (A) cigarettes, (B) cigars,
(C) manufactured tobacco or snuff, and (D) cigarette papers or tubes,
All of the 13 States tax cigarettes. In addition, 6 States tax cigars,
3 States tax manufactured tobacco or snuff, and 5 States tax cigarette
papers or tubes. The following table shows the tobacco taxes im-

osed by the Federal and Btate Governments, with the tax rates in

orce:
CIZARETTES

Federal Government—Weighing not more than 3 pounds per thousand, 33 per
thousand (6 cents per package of 20}; weighing maore than 3 pounds per thousand,
$7.20 per thousancf.

Alagama.-—-Fif teen per cent of wholesale price.

Arkonses.—$2.25 per thousand (5 cents per package of 20).

DGeargia.?Twenty per cent of the retail price until April 1, 1933; thereafter,
1 r cent.
owae.—Weighing not more than 3 pounds per thousand, I mill on each cigarette
(2 cents per package of 20); weighing more than 3 pounds per thousand, 2 mills on
each cigaretie.

Kansas.—Two cents on each 20 cigarettes, or fraction {2 centa per package
of 20).

Mississippi.—One cent 2ach b cents, or fraction, of usual retail selling price.

North Dagata.——Weighing not more than 3 pounds per thousand, 1.5 mills on
each cigarette (3 cents per package of 20}; weighing more than 3 pounds per
thousand, 2 mills on each cigarette.

Ohio.—One cent on every 10 cigarettes (2 cents per package of 20).

South Carcling.—Packages retailing for: 5 cents or less, 1 cent; more than §
centa, 1 cent for each additional 5 cents, or fraction.

South Dakota.—Weighing not more than 3 pounds per thousand, 1.5 mills on
each cigarette (3 cents per package of 20); weighing more than 3 pounds per
thousand, 4 mills on each cigarette.
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Tennessee.—Two mille per cigarette if retail price is 1 cent or less {4 cents per
package of 207; 20 per ¢ent of retail price if such price is more than 1 cent.

Tezas—Weighing not more than 3 pounds per thousand, $1.50 per thousand
{8 cents per package of 20); weighing more than 3 pounds per thousand, 33.80
per thousand.

Utak—Weighing not more than 8 pounds per thousand, 1 mill on each cigarette
(2 cents per package of 20); weighing more than 3 pounds per thousand, 2 mills
on each cigarette.

CIGARS

Federal Government.—Weighing not more than 3 pounds per thousand, 75 centa
per thousand. Weighing more than 8 pounds per thousand: If retailing at not
more than § cents each, $2 per thousand; if retailing at more than b cents each and
not more than 8 cents each, $3 per thousand; if retailing at more thao 8 cents
each and not more than 16 cents each, 35 per thousand; if retailing at more than
15 centa each and not more than 20 cents each, $10.50 per thousand; if retailing
at more than 20 cents each, $13.50 per thousand.

Alabama,—Fifteen per cent of wholesale price.

Arkensas.—Ten per cent of retail sales price.

Georgia—Ten per cent of retail sales price.

Miasissippt.—~Twenty per cent of retsil sales price.

Soutk Carolina.—Welghing not more than 3 pounds per thousand, 1 cent for
each 10 cigars, or fraction. Weighing more than 3 pounds per thousand: If
retailing for 3 cents esch or less, 33 per thousand; if retailing for more than 3 cents
each, $10 per thouasand.

Tennessee.—Ten per cent of retail sales price,

MANUFACTURED TOBACCO OR BNUFT

Federal Governmeni.—Eighteen cents per pound of tobaceo or snufl,

North Dakota.—Two cents for each 1% ounces of snuff.

South Carolina.—Each package of smoking tobacco: Retailing for 5 cents or
lesa, 1 cent; Retailing for more than 5 cents, 1 cent for each additional 5 cents or
fraction; 1 cent for each 3 ounces, or fraction, of enuff and chewing tobacco.

Tennessee~—Ten per cent of retail sales price.

CIGARETTE FAPERE OR TUBES

Federal Fovernmeni—On each package containing: More thaen 25 but not
more than 50 papers, one-half cent; more than 50 but not more than 100 papers,
1 cent; more than 100 papers, one-half cent for each additional 50 papers or
{;at;tﬁ,.i:fnal part thereof. Upon tubes, 1 cent for each 50 tubes or fractional part

ereof.

Towe.—Upcn 50 papers or leas, one-half cent; upon 50 to 130 papers, 1 cent;
over 100 papers, one-half cent for each 50 papers or fraction.

Kanses.—Upon each 50 papers, 1 cent.

North Dakola.—Packages containing: Not more than 50 papers, one-half cent;
50 to 100 papers, 1 cent; more than 100 papers, 1 cent for each 50 papers or major
fraction. Upon 50 tubes, or major fraetion, 1 cent.

Sowth Dakota—Packages containing: Not more than 50 papers, one-half cent;
§0 to 100 papers, 1 cent; more than 100 papers, 1 cent for each 50 papets or
fraction. Upon 50 tubes, or fraction, 1 cent.

Utah.—TUpon each 50 papers or less, one-half cent; 50 to 100 papers, 1 cent;
over 1({)} papers, one-half cent for each 50 papersa or fraction.

From an analysis of the above table it appears that the 13 States
levying taxes upon cigareties are Alabama, Arkansas, Georgia, Iowa,
Kansas, Mississippi, North Dakota, Ohio, South Carolina, South
Dakota, Tennessee, Texas, and Uteh. As previously pointed out,
there is a Federal tax of § cents upon every package of small cigarettes.
In addition, there is a State tax if the cigarettes are purchased in
States taxing cigarettes. The following examples show the total
sinount of tax burden borne on cigarettes in some of the States:

{1) On a package of cigarettes 1n Arkansas there is a total tax of
11 cents, consisting of & Federal tax of 6 cents and a State tax of 5
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cents. In this State, if the consumer used one package of cigarettes
a day, there would be collected a total tax of $40.15 a year.

{ On a package of cigarettes in Tennessee thers is a total tax of
10 oent.s, consisting of & Federal tax of 6 cents and a State tex of 4
cents. 1f the consumer uses one package of cigarettes a day, there
would be collected a total tax for the year in the amount of $36.50.

(3) Upon a package of cigarettes in North Dakota, South Carolina,
South Dakota, and %‘exas there i1s & total tax of 9 cents, consisting of
a Federal tax of 6 cents and a State tax of 3 cents, This makes the
annual tax, in case a consumer uses one packags of cigarettes & day,
amount to $32.85.

{4) U{Jon a package of cigarettes in Kaneas, Ohio, and Utah there
is a totel tax of 8 cents, conaisting of a Federal tax of 6 cents and &
State tax of 2 cents. This makes the total tax for the year, on the
basis of & package of cigarettes per day, amount to $29.20.

A somewhat similar situation exists with respect to cigars. In
addition to the Federsl Government, Alabama, Arkansas, Georgis,
Misstssippi, South Carolins, and Tennessee all impose taxes upon
cigars,

A 5-cent cigar purchased in Mississippi or South Carolina will bear
a total State and Federal tax of 1.2 cents, consisting of a State tax of
1 cent and a Federal tax of 2 mills. In the case of a cigar smoker in
those States using about six cigars a day there would be a total Federal
and State tax of $26.28 a year.

If a 5-cent cigar is purchased in Arkansas, Georgia, or Texas, the
total tax amounts to 7 mills, or 0.7 cent, per cigar, consisting of a
State tax of 5 mills and a Federal tax of 2 mills. gI‘hls would amount
to a yearly tax upon six cigars per day of $15.33.

As shown by the above tabls, dupltcation also exists in the case of
manufactured tobacco and snuff. For instance, in the case of snuff,
the Federal Government imposes a tax of 18 cents per pound and
North Dakota, a tax of 25.6 cents per pound, making a total tax of
43.6 centas.

A can of smoking tobacco weighing 1% ounces and retailing for 10
cents, purchased in South Carchnsa, would carry a total Federal and
State tex of approximately 4 cents.

Chewing tobacco is taxed by the Federal Government at the rate
of 18 cents for 16 ounces, and by South Carolina at the rate of 1 cent
for each 3 ounces or fraction.

In addition to the above, the Federal Government and Iowa, Kan-
aas, North Dakota, South Iﬁakota and Utah levy a tax upon cigarette
papers or tubes. ThJs of course, mcreases the burden upon smok:lnﬁ
tobacco made into ci aTettes by the user. The rates vary in the severa
States as shown in tie table referred to above,

In addition to taxing tobacco products specifically, Mississippi also
levies a general sales tax which applies to tobacco products. For
instance, 1f a package of cigarettes is sold at 18 cents in Mississippi,
the tobacco tax imposed by that State of 3 cents is deducted from the
gross sales and the actual price of 15 cents is reported for the purpose
" of computig the fex upon retail sales in that State. Other Statea
imposing genersl sales taxes are Connecticut, Deleware, Kentucky,
Louisiane, Mississippi, North Carolina, Pennsylvama, and West
Virginia. While these Statas do not impose apecific taxes upon tobacco
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produets, they do tax sales of tobacco under their general sales taxes.
When these taxes are considered in connection with the tobacco taxes
imposed by the Federal Government, it will be seen that & duplica-
tion of taxes upon tobacco also exists in such States.

It is interesting to note that the Federal Government collecta its
tobacco tax from the manufacturer, producer, or importer, whereas
the States collect their taxes from wholesale and retail dealers. Due
to the greater number of taxpayers subject to tax by the States, the
cost of collection of State tobacco taxes is necessarily much larger than
the cost of collection by the Federal Government.

In closing this discussion of the duphcation of tobacco taxes, the
total collections by both the Federal Government and the States may
be of interest. The following table shows the Federal and State
collections for the years 1930 and 1931:

Receipls from tobaceo lazes

Calender year 1630 Calendar year 1631
Jurlsdictlon
Rocalpts Parcaplts Reoslpta Parcapita
Feodaral Qovernment {clgam, clgarsties, and tobac-

L« 3 SR 5450, 330, D80, 00 §3 87 (444, 278, 502 00 162
Alabsms Eciwetm and clgs:s)_.- 11,262 864 00 1,44 54, 10500 N
Arkansss (cigarettes and clgars; .- 043, 171. 00 N 40, 154. 00 . b
Georgia {cignreites and oigam) .. O86, T44. Q0 .38 1, 380, 874. 00 5
Tows (clgarettes). . _________. 1,401, 435 0¢ .57 1,325, i44.00 .k
Eansss ) , OB, 0% .33 842, 050. 0¢ . B
M fanlsa: 1:;’)pl {clgnreltes and 18y ™ 421,585, 00 oo ueea
Nor?.h kota (mgare:m and snuff).. . .48 302, 457.00 A4
Crizio {etgaredtes) o ameiiioios E*g 1,007,880, 00 | oo —-n -
South Carohna (clgars cigarettes, and tobsceo) .. # 1,007,925, 0 8 1, 751, 387,00 | e e
Bouth Dakots (clgarettes) .. ... ___ . . __. __.__ 447, 688, 00 87 388, 872, 0¢ 6
Tennesase (clgars, vigarettes, and tabaces) - 2,302, 768, 00 . 88 2,058, 956, 00 bl
Maxas (clgarettos) . ..o o oo aimma U P, 1] 1,708 31,00 | ...
Utah (clgareites).... - - 187,811, 00 .37 104, B50. O .33
TotRl et mm———— 481,655 178.00 | . __ 488, 100, 598. O o

i State's fiacal year ending Sept. 30.

t Year endlng June 30, 1831, The law was not In operation unthl June, 1530,

11 months only: Dacarber, 1031, fgures not yat svaliable.

¢ From Sent, 1, 1931, when the law went into atlect, to Dac, 31 only.

4 Bouth Carciing mlpt.s Inclade, besides tobacco, those from eandy, ammunltlon, playing cards, and
mald, It Is impoastbls to obtain the tobaces tax remsipts alone

% From Aug. 22, 1801, when the Jaw want [nto effect, to Dec. 31 only.

The State figures are derived from a table contained in the state-
inent of the hearings before the Committee on Ways and Means under
the Revenue Act of 1932, page 586.

It will be observed that the collections from this source by the Fed-
era] Government are about 30 times as great as that of the States,
and that the total tobacco tax burden Frr 1931 amounts to $458,~
100,896, of which $13,824,394 is collected by the States end 3444,
276,502 by the Federal Government, This 1s & very important fact
when it is considered that such tax may be borne by the consumer,
Ey the tobacco producer, or distributed between consumer and pro-

ucer.
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Those studying the effect of tobacco taxes upon consumption may
be interested in the following table showmghthe consumption of cig-
arettes in several of the States imposing such taxes:

Conaumplion of cigareties !

Calendar year 1031 | Calendar year 1632
(first 9 months) (firat ¥ montha}
FPervent-
Jurisdiction age de-
Tota! con- Por Total con- Por crease
munptiom capiia t mumption caplta 1
Foderal Government. ..o ooeerocecmnacaanaa 80,357,860,257 T28 | 80,305, 744,000 a54 10.1
Iowa. .. ... 1, 032, 933, 200 418 | 533, 608, 030 ar 19 4
Kansas. ... 408, 355, 000 25 | 353, 830G, 750 188 20.9
North Dakota 123, 827, 306 182 | 111,208, 700 163 10. 4
Ohip.ooe ... 1 057, 242, 480 144 {7 813, 418, 0DO w2 L
Bouth Dakoth. .. ..l 208, 887, 380 200 | 130, 408, 260 188 3t
g T 1580, 189, 107 B8 | 2 353, 8a5, 833 81 36.8
L7 127,973, 420 52 100,817, 480 199 21.0

I The consumption fgures arp taken from data compiled by the Tobacso Merchants Association as no
cormplete daia on the sublect was obialnable Irom officlal scuroea

1 Hased on 1930 congns,

1 For roonths of Beplembear and October only.

(3) ELEcTBICAL ENERGY

As has already been stated, the Federal Government first enacted
a tax on electrical energy in 1932, This tax is at the rate of 3 per
cent on the sales price and although collected by the producer, it is
paid by the consumer. Nomne of the States or Territories have taxes
theoretically comparable with this special sales tax levied by the
Federal Government. However, about 21 States and Alaska and
Hawaii have special franchise taxes on this subject, and from s
practical point of view there is serious duplication. This duplica-
tion occurs because the State taxes are almost universally levied on
& gross receipis or kilowatt-hour basis. Seventeen States and Alaska
impose franchise taxes which are in addition to property taxes, and
three States, Hawaii, and the District of Columbia impose franchise
taxes which are in lieu of property taxes. The general sales taxes of
Mississippi and West Virginia reach electrical energy and are included
in the above count of 17 States and Alaska. rgﬂrl order that the
combined burden of these taxes in the various jurisdictions sy be
co{)rllputed, the rates of the various levies are shown in the following
table:

Tazx levies affeciing elecirical energy sales

SPECIAL BALES TAXKES
Federal Government.—Three per cent on aalea price.

FRANCHISE TAXEE IN ADDITION TO PROPERTY TaAX

Alabema.—Four-tenths of 1 per ¢ent on grosa receipts (State); two-fifths mill
per kilowatt-hour (State}; 2 per cent gross receipts (city).

Alaska,—One-half of 1 per cent gross receipts.

Connecticut ~—One and one-half per cent gross receipts.

Delaware—0One-tenth of 1 per cent gross receipts.

Idaho.—One-half mill per kilowatt-hour,

Maryland.—One per cent gross receipts.

Nevade,—Two per cent net income.

North Carelina.—Five per cent gross receipts.
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Ohio.—One and thirty-five hundredths per cent gross receipta,

Oklakome.—One-half of 1 per cent groas receipta.

Oregon.—3$1 to 33,000, based on gross volume.

Penmylvam'a.—Eifhb-tenths of 1 per cent gross receipta.

Soeuth Carolina—Three-tentha of 1 per cent gross receipts: three-tenths of 1
per eent property value; one-half of 1 mill per kilowatt-hour.

Tazas.—One-half of 1 per cent grosa receipta.

Vermont.—QOne-half of 1 mill per kilowatt-hour.

Virginia.—One and one-eighth per ¢ent gross receipts.

UENRHAL BALER TAXER

Mistigsippi.—Two per cent 88 receipts.
Wea! Virginia —Bix-tenths of 1 per cent gross receipts.

FRANCHIBRE TAXEB IN LIETU OF PROPERTY TAX

Hawaii.—One-twentieth of 1 per cent gross reeceipts, plus one-fiftieth of 1 per
eent stock valuation, plus one-half fo 24 per cent groas receipts as per charter

California.—8Beven and one-half per cent gross receipta.

Rhode T'sland.—One per cent gross receipts.

Ihstrict of Columbia,—Four per cent gross receipta.

New Jersey.—Average property rate on grosa income,

Whatever the form of these taxes, it appears that the burden falls
principally on the consumer. If we assume, for instance, tbat all of
the taxes shown in the above table are borne by the consuiner, then
we will find that the combined levy on electricel energy in California
is 10% per cent of gross receipts; in North Carolina, 8 per cent of
gross receipts; and n the District of Columbia, 7 per cent of gross
receipts. These are the higher levies. Tbe minimum levies oceur
in the States of South Carolina, Alebama, Qklashomas, and Texas,
where the combined levies are 3.3 per cent, 3.4 per cent, 3.5 per cent,
and 3.5 per cent, respectively.

The Federal tax attaches only to sales of electrical energy for domes-
tic and commercial purposes. Sales for industrial purposes are
exempt. Therefore, tﬁe cru lication set forth above refers merely to
duplication between Federaf and State levies on domestic and com-
mercial use of electricity. It might be noted in this connection that
the State of Mississippl imposes only a 1 per cent rate on the indus-
trial use of electricity emergy instead of 2 per cent, which it uses in
other cases. (Governmental regnlation of electrical public-utility
companies {privately owned) is such that the duplication of taxes in
this field must be viewed somewhat differently from the ordinary
case of tax duplication. Thie is becanse of the fact not only that the
product is a necessity but also becanse there iz a lack of the usual
competitive condition. In other words, s public-service commission
in fixing the rate to be charged for electrical energy can allow all of
the taxes imposed on this industry to be passed on. Unless the tax
becomes so high as to prevent tbhe use of this product and to force the
users to turn to gas or other form of light, there is no special danger
erising from some duplication of tax. However, the tax may be very
burdensome on the public.

{4) Sorr DrINES

As previously stated, the Federal Government and a number of
State governments impose taxes on goft drinks or the ingredients
thereoE The first Federal levy on this subject was imposed in 1917,
Five States have special soft drink texes or texes on cerbonic acid gas
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used in their manufacture. The States with special sales taxes are
Alabama, Georgia, Missouri, South Carolina, and Tennessee.
Beceuse of the fact that these soft drink produets are so varied in
rice and are adaptable to manufacture not only by the manufacturer
imself but by every drug store and soft drink parlor in the country,
very considerable difficulty is encountered in imposing the tax equi-
tably in its administration. The duplication between the taxes 1m-
Eosed by the Federal Government on this subject and those imposed
y the State governments are shown under the following heads:

CABBONIC ACID QA8

Federal Governmeni.—Four cents per pound.
Alabama,~Two cents per pound.
Georgic.—Four eents per pound.
Tennesgsee.—Five centa per pound.

FOUNTAIN BIRUFS

Federal Government.—{a} Fountein drinks, 6 cents per gallon; {b} closed con-
tainers, § cents per gallon,

Georgia.—Manufacturers and distributors, one-hall of 1 per cent of gross
receipis.

Mﬁsouri.—FivB cents per gallon.

South Carolina.—Seventy-six cents per gallon.

BOFT DRINEKS

erderaI Governmeni.—Two cents per gallon; except grape juice, § cents per
T,

& b?issouri.—Three-ﬁItha of 1 cent per gallon,

_ South Carolina.—Bottled; 1 cent for each & cents or fraction of the retail price.

From the above figures it can be seen that the maxirmwm combined
levy on carbonic-acid gas ia 9 cents per pound; on fountain syrups, 52
cents per gallon; and on other soft drinks, 2% cents per gallon,

In addition to the above duplications, there are other duplications
arising because of the general ssles taxes imposed in a number of
the States. These States and the general rates of tax are summarized
at the close of this section. It should be alse mentioned that Missis-
8ippi has a special rate on bottled soft drink manufactures amounting
to 1 per cent of gross sales in lisu of the regular rate of one-fourth of
1 per cent. These general sales taxes also duplicate certain Federal
levies on this subject which have not been mentioned in the tsble
given above, These Federal taxes are es follows; Cereal beversges,
1% cents per gallon; mineral or table waters, 2 cents per gallon.

(5) ApMissIoNs

The Federal Government first imposed & tax on admissions in 1817
and the tax has been continued, with numerous changes, since that
date. The revenue act of 1932, now in force, imposes & tax of 1 cent
on each 10 cents or fraction of the admission price, with an exemption
of 40 cents. It should be noted that the exemption is not allowed if
the admission is 41 cents or more, since the tax applies to the full
amount paid when such amount is in excese of the exemption.

In addition to the Federal tax on this subject, 23 States and Alaska
also impose a tax on admissions. However, only 3 States tax admis-
gions in general, the remaining 20 States confiring their levies to box-
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inﬁ matches, The States imposing these taxes are shown under the
ollowing heads, together with the rate and baais of the tax:

GENERAL ADMIRSIGNS

" Mississipps.—Omne cent each 10 cents rate or fraction thereof.
South Caroline—Oue cont each 10 cents rate or fraction thereof,
" Weat Virginia—One per cent gross receipts.

BOXING MATCOHEAR

Alaska.—Five per cent gross receipts.
Colorado.—Five per cenETgross receipte.
Connecticut.-——Five per cent gross receipts.
Jdahe.—Ten per cent gross receipts.
Jlinete 1 —Ten per cent groes receipta,
Indiana.—Ten per cent gross receipts.
Kaneas.—Five ver cent grosa receipta.
Louigtana.—Five per cent gross receipts.
Maryland—Ten per cent gross receipts.
Michigan.—Ten per cent gross receipis.
Minnesota.—Ten per cent grosa receipts.
Missouri.—Five per cent gross receipta.
Montana.—Five per cent groas receipta.
Nebreaka—Five per cent gross receipts.
New Hampshire—Three per cent gross receipts.
New Jergey~—Ten per cent groas receipta.
New York.—Five per cent gross receipts.
Pennsylvania—Five per cent gross receipta.
South Dakota.—Ten per cent gross receipts.
Wisconain.—Five per cent gross receipta.
Wyoming.—Five per cent groas receipts, plne $10 each contest.

It does not appear that the States having general sales taxes
seriously duplicate the Federal levy.

Since the basis of the tax in the case of the States is in most cases
different from the basis in the case of the Federal levy, the extent of
the combined tax can best be shown by a few hypothetical cases.

For instance, in the State of West Virginia, a 81 ticket to a theater
will bear & contbined levy of 11 cents. In the States of Mississippi
and South Carolinae, the combined levy will amount to 20 cents on &
81 ticket.

In the cese of & boxing match, the combined levy on & $3 admis-
gion in the States of Idaho, Illinois, Indiana, Maryland, Michigan,
Minnesota, New Jersey, and South Dakota will amount to 60 cents.

It appears that the Federal Government was to first to occupy this
field of texation and has secured substantial revenue from this source,
The revenue secured by the States has been relatively smsll, since in

the great majority of ceses they have confined their taxation merely
to boxing matches.

(6) Ormer Banes Tixes

There are other important duplications in the field of special taxes
which will now be described.

AUTDOMOBILES, TRUCKS, AND ACCESBBORIES

The Federal Government first imposed a tax on the sale of auto-
mohiles, motor cycles, and trucks in 1917, and a tax upon automobile
accesgories in 19i8. The present tax wes imposed in 1932 and applies

! In eddition, Illinois imposes a tax of 20 cents per person on admissions to
borse racing.
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to trucks, passenger automobiles, motor cycles, and auto accessories.
The rates 1o force under the Federal statute are: Trucks, 2 per cent;
passenger automobiles, 3 per cent; motor cycles, 3 per cent; and auto
accessories, 2 per cent. There is only one State, South Dakota, which
levies & tax on automobiles based on the selling price. The South
Dakota tax consists of & tax equal to 3 per cent of the . 0. b, price.
It is difficult to compare the South Dakota tax with that of the
Federal Government, for the reason that the former is a retail tax
while the latter is a tax upon the manufacturer or producer.

In addition to the Federal Government, there are six States im-
posing general sales taxes upon the manufacturer or producer. These
are Connecticut, Delaware, louisinna, Misaissippt, Missouri, and
West, Virginia. The tota] burden resulting from both the Federal
and State manufacturers’ levy is as follows:

Per cont
Automobile trucks. . Lo eee . 2Ma250
Pasgsenger automobiles_ e aoooo- 34,344
Motor eycles. ..o e e M3
Auto AccersOTies. e imcacccceemiamaaoa 223

Of the six States referred to, all but Delaware tax wholesale and
retail dealersin addition to manufacturers. In the case of Mississippi,
auto dealers are taxed at a 1 per cent rate instead of the usual 2 per
cent rete applied to other retailers. To show the burden Imposed
in the case of a retail sales levy in addition to the Federal levy, the
following example is piven:

Assume that a resident of Pennsylvania buys from s distributor in
that State a car manufactured in Detroit, Mich., and that the retail
price paid for the car is $900 before taxes, and the manufacturors’
price $600. The total Federal and State burden would amount to
827, consisting of a Federal manufacturers’ tax of $18 and a State
retail tax of 39. The tax in Miseissippi in the same case would be
the same unless the car were manufactured in Mississippi, in which
case there would be & tax of about $1.50 additional, due to the fact
thet Mississippi imposes & manufacturers’ tax of one-fourth of 1
per cent upon gross sales,

STOCK ISBUES3

Early taxes on security transactions were in foree in 1794 (sce
discussions under taxes imposed by the Federal Government, section
2 (d) {2), tax on corporate bonds). The present tax on this subject,
as imposed by the revenue act of 1832, is 10 cents on each $100 of
par or face value or fraction of the certificate. If the stock has no
par value, then the tax is 10 cents per share or fraction thereof where
the value is $100 or more, and 2 cents for each $20 of value where
the value of the shere is less than $100 per share. In addition to
this Federal tax, four States impose & similar levy, as follows:

Algbama.—Fifty cents per $1,000 of face value.

Florida.—Ten cents per $100 of face vaiue,

Inditana.—QOne-fourth of 1 per cent of face value {public utility stock}; one-~
twentieth of 1 per cent of face value (all other slock}.

xlS'outh Carolina.—Ten cents per $100 of par value; 10 cents per share if no par
yalue,

From the above data, it appears that the highest combined levy

ossible in the case of original issues of stock occurs in the case of

ndiana, where public utihty stock of $100 par value would bear a
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combined tax of 35 cents. In the other States, the combined levy
on stock of $100 par value is 20 cents. .

Apparently, in most States the tax is collected from the corporation
at the ftime of the issue of the stock., The general sales taxes of the
various States do not apply to stock issues.

BTOCE THRANSFERB

The stoek transfer tax was first imposed by the Federal Government
at the same time that the tax on issues became effective. The tax
provided for in the present revenue act is 4 cents on the transfer of
each $100 of par or face value of the certificate. It is provided fur-
ther that in case the selling price is $20 or more per share, the above
rate shall be 5 cents nstead of 4 cents. In the case of no par value
stock, the tax is 4 cents per share if selling for less than $20 and 5
cents per share if selling for $20 or more. Five States also impose
a tax on the transfer of capital stock, as follows:

Florida.—Toen cents per $100 of face value.

Massachusetts —Two cents per 5100 of par velue.

Newl York.—Four cents per share of $100 of par value; 4 cents per share if no

ue,
pa}’::ns:dvania.—Two centa per share of $100 of par value; 2 cents per share if
no par value,

outh Carolina.—Four cents per share of $100 of par value; 4 cents per share
if no par value.

It is evident from the above data that the maximum tax on the
tranefer of stock occurs in the State of Florida, where a share of stock
selling for $100 may be taxed a total of 15 cemta by the Federal
Government and the State. In New York, where the greatest num-
ber of transactions occur, the tax is 8 cents per share in the case of
stock selling for less than $20 per share and 9 cents per share in the
cage of stock selling for over that amount. Both the Federal Gov-
ernment and the State of New York doubled their tax on stock
transfers in 1932, The increase in the Federal tax was objected to
before the Committee on Ways and Means, it being claimed that
the increased levy, in view of the increase in New York, would sen-
ously interfere with transactions and drive business out of the country.
As far as information can be secured at the present time, this result
has not taken place.

BOND ISSUES

In addition to the present Federai tax of 10 cents per $100 of face
value of bonds, there are four States that impose & similar tax, as
follows:

Alabama.—Fifty cents per $1,000 of face value.

Florida-—Ten cents per $100 of face value,

Indianea.—One-fourth of 1 per cent of face value {public-utility bonds); one~
twentieth of 1 per cent of face value {all ather bonds;.

Sowth Caroling.—Ten centa per $100 of face value,

A Federa] tax was imposed as early as 1794, and it appears that
the State taxes have been levied since tbat time. It might also be
noted that tbe general sales taxes of the several States do not reach
this subject of taxation., 'The maximum burden occurs in the case
of public-utility bonds in Indiansa, where the combined levy amounts
to 35 cents per $100 of face value. Tbe usual amount of the levy
in tbe other States is 20 cents per $100 of face value,
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BOND TRANSFERS

The Federal Government in 1932 imposed a tax on the transfer
of bonds in the amount of 4 cents per $100 of face value, This act
was the first of the modern revenue acts to levy such a tax, although
security tranasfers were taxed as early as 1794. The only State which
imposes a similar tax is Florida. This State imposes s tax of 10 cents

er $100 of face value, resulting in a combined levy on bond transfers
1n that State of 14 centa per 3100 of face value.

CANDY

The Federal Government imposed a tax on candy ss early ss 1918
upon reteil sales. This tax was subsequently repealod, but a new
tax was imposed by the revenue act of 1932 upon sales of candy by
manufacturers or producers. The Fedeéral rate in 2 per cent of the
manufacturer’s selling price. Only one State, South Caroling, im-
poses & special tax upon candy. In that State candy is taxed at
the rate of 1 cent for each 10 centa or fraction if retailed at 50 cents
per pound or more. Candy selling for less than 50 cents per pound
1s not subject to the State tax. In order to show the burden imposed
by the State levy in addition to the Federal levy, the following
example is given; :

Assume that a resident of South Carolina buys a pound of candy
In that Stete and that the retail price paid for suck candy is 81
before taxes and the manufacturer’s price, 50 cents. The total Fed-
eral and State burden would amount to 11 cenis, consisting of a
Federal tax of 1 cent and a State tax of 10 cents.

In addition to the above, duplications also exist because of the
general sales taxes imposed in & number of the States. These States
and the general rates of tax are summarized at the close of this
section. %’Vhen the tax on manufacturers, imposed in six of these
States na 8 part of their genersl sales tax system, is combmed with
the Federal lovy, the Lotsﬁ rates range from 2/, per cent to 2) per
cent. Additionsl burdens are also imposed where the States eﬁso
tax wholesale and retail sales under their sales tax systems,

PLAYING CARDS

The Federal Government imposed a tax upon playing cards as
early as 1894. The present Federal levy was imposed in 1926 and
taxes the sale of playing cards at the rate of 10 cents per pack.
Only one State, South Carolina, taxes playing cards specifically. In
that State a tax is levied upon pleying cards at the rate of 5 cents
on each 50 cents or fraction of the retail price. To show the com-
bined burden resulting from both the Federal and State levy, assume
s resident of South Carolina purchased in that State & pack of play-
ing carda for the price of 35 cents, excluding Federal and State taxes,
The combined Federal and State levy will amount to 15 cents, con-
gsisting of & Federal tax of 10 cents and a State tax of 5 cents. It
will be seen that the total tax collected in this case ameunts to 30
per cent of the purchase price of such package of playing cards.

In addition to the above duplications, there are duplications which
arise because of the general sales taxes imposed in & number of States.
These States and the general rates of fax are summarzed at the
close of this section.
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LIQUOR

The duplication of taxes on lquor has not been investigated,
although there is no doubt that many instances of duplication also
axst in this field. The Federal taxes on distilled spirits, beers, and
wines are still on the statute bocks, but the tax coﬁections are now
very small, due to the eighteenth sinendment prohibiting the manu-~
facture and sale of these articles for beverage purposes. Prior to
the eighteenth amendment many States also imposed liquor taxes.
Just how many of the States have retained taxes of this character
gince the passage of the eighteenth amendment has not been deter-
mined on account of lack of time,

FIREARME, SHELLE, AND CARTRIDGES

The Federal Government as early as 1918 levied a sales tax upon
firearms, shells, and cartridges. At the present time the Kederal
Government taxes these same items under two revenue acts. The
revenue act of 1926 taxes the sale of pistols and revolvers by a manu-
facturer or producer at the rate of 10 per cent of the selling price. A
similar tax is imposed by tbe revenue act of 1932 upon all other
firearms and shells and cartridges. In only one State, South Caro-
lina, do we find a similar tax. South Carolina levies a tax upon
shells and all cartridges of .23 caliber or greater at the rate of 34
per thousand rounds. The total Federal and State burden is not
shown, due to the fact that the Federal levy and the State levy are
not computed upon the seine basis. .

In addition to this duplication, the general sales taxes iimposed in
many of the States also result in an added burden. The general
sales tax States and the rates of tax imposed are summarized at the
end of this section.

FOREIGN INSURANCE POLICIER

As early as 1018, the Federal Government levied a privil tax
upon foreign insurance policies. The present tax is Imposed by the
revenue act of 1926 and is at the rate of 3 cents on each dollar, or
fractional part thereof, of the premium charged. In addition to this
tax, the foflowi.ng States also tmpose taxes on insurance polieies:

Connecticui.—Two per cent gross premiums.

Kanaas—Four per cent grosa premiums.

Idaho.—Two snd one-half per cent gross premiums.

Louigiona,—One per cent gross premiuma,

New York—Two per cent gross premiuma,

Oklahoma.—Two per cent gross premiums.

Oregon,—Two and one-fourth per cent gross premiums, plus one-half of 1 per
cent on fire insurance.

Washington.—Two and one-fourth per cent gross premiums.

West Virginie,—Two per cent gross premiuma,

Wiscongin.—Two per cent gross premiuvrms. .

In order to determine tbe combined burden from both the Federal
and State levies (if it be assumed that the premium is in even dollars)
it will only be necessary to add the Federal rate of 3 per eent to each
State rate. Adopting this method, it will be seen that the total
maximum levy is 7 per cent in the case of Kansss and that the mini-
mum levy is 4 per cent in the case of Louisiana,
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LUBRICATING OIL

The Federal Government Iinpossd & tax upon lubricating oil under
the revenue act of 1932 at the rate of 4 cents & gallon, This tax is
ayable by the manufacturer or producer, In addition to the
g‘edera.l tax, Alahama levies a retail tax of 2 cents a gallon upon this
commodity. The total Federal and State burden on lubricating oil
sold in Alabama, therefore, amounts to 8 cents a gallon. In addition,
soveral towns and cities in Alabama tax iuhricating oil.
In addition to the above, duplications also exist because of general
sales taxes imposed in a number of States. These States and the
general rates of tax are surnmarized at the close of this section.

MECHANICAL REFRIGERATORB

The Federal Government taxed mechanical refrigerators for the
first time in 1932 by levying a tax at the rate of 5 per cent upon sales
by manufacturers, producers, or importers. In only one other State
is such a tax levied. North Carolins taxes retail sales of this com-
modity at the rate of 1 per cent of the selling price. Assuming that
the manufacturer’s price of a refrigerator is $150 and the retail price
$250, we find the combined Federal and State tax burden on & re-
friperator sold in North Caroline amounts o $10, consisting of a
Federal tax of $7.50 and & State tax of $2.50. In addition, North
Carolina imposes & hybrid general sales tax upon wholesale and retail
sales, which may also slightly increase this burden.

There are otﬁer States which impose general sales taxes which,
when combined with the Federal levy, may also result in duplicate
taxation. These States and the general rates of tax are summarized
at the close of this section.

OLEOMARGARINE AND ADULTERATED BUTTER

The Federal Government has been taxing sales of oleomargarine
since 1886 and adulterated butter since 1902. The Federal rates on
these cornmodities are as follows:

Oleomargarine {uncolored}. __ __ . _._._.__________._.__. ¥ cent per pound.
Oleomargarine (colored) . . o _.o__-. 10 ¢ents per pound.
Advlterated butter. . ______ ... Do.

In eddition to the Federal Government, there are 13 States which
tax oleomargarine in one form or another. These States and the
rates and measures of their taxes are as follows:

Colorado.—Fifteen cents a pound.

Idaho—Five cents a 1:;&::l.mci:| {uncolored), 10 cents a pound (colored).
Iowa.—Five cents a pound,

Nebraska —Fifteen centa a pound.

Nortk Dakota—Ten cents & pound.

Oklakema.—Ten cents a pound.

Oregon.—Ten centa a pound.

South Dakota.—Ten cents a pound.

Tennessee.—Tive cents 8 pound.

Utah.—Five cents a pound {uncolored}, 10 cents a pound {(colored).
Washingion.—Fifteen cents & pound.

Wisconsin.—Six cents a pound.

Wyoming.—Ten cents a pound.
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It will be seen from the above that 3 States tax oleomargarine at
15 cents a pound, 7 at 10 cents a pound (including Idaho and Utah,
which tax colored oleoma arine at that rate), 1 at 6 cents & pound
and 4 at 5 cents s rg (including Idaho and Utah, which tax
uncolored oleomarganne at that rate). Applying the Federal rate to
the State rates, it will be found that the total Federal and State
burden on oleomargarine sold in Colorado, Nebraska, and Washing-
ton i3 25 cents & pound in the case of colored oleomargarine and
154 cents & pound in the cese of uncolored oleomargarine. In the
case of sales of oleomargarine in Idaho, North Dakota, Oklahoma,
Oregon, South Dekota, and Utah, the total burden on colored oleo-
margarine i3 20 cents a pound. In the case of uncolored oleoinar-
garine, this burden amounts to 5% cents on sales in Idaho and Utah
and 10Y% ecents on sales in North Dakota, Oklahoma, Oregon, and
South Dalkota. On sales in Tennessee, the total Federal and State
burden amounts to 15 cents on colored oleomargarine and 5¥ cents
on uncolored oleomargarine. In Wisconsin the total burden amounts
to 16 cents on colore oleomargarine and 6% cents on uncolored oleo-
margarine.

Aside from taxing oleomargarine, there are also three States which
tax butter substitutes. These are Nebraska, South Dskota, and
Washington, which levy taxes at the rates of 15 cents a pound, 10
cents & pound, and 15 cents a pound, respectively. Combining the
State rate with the Federal rate upon ad ﬁltera.ted butter of 10 cents
& pound, we find the totel burden in Nebraska and Washington to
be 25 cents a pound and in South Dakota to be 20 cents a pound,

In addition to the above, duplications of Federal and State levies
may also arise because of the general sales taxes imposed 1in & number
of States. These States and the general rates of tax are summarized
at the close of this section.

TRANSPORTATICN OF OIL BY PIPE LINE

The Federal Government first taxed the transportation of oil by
pipe line in 1917. At the present time such a tax is levied under tbe
revenue act of 1932. The Federal levy consists of & tax equivalent
to 4 per cent of the amount paid for transportation of crude petroleum
and liquid products hy pipe line between June 21, 1932, and July 1,
1934, The tax is paid by the person furnishing the transportatlon
In eddition to the Federal tax, nine States impose a tax on this
service. Such States, together with the rate and measure of the tax,
are as follows:

Delaware—Three-fifths of 1 per cent of the gross receipts.

Maryland —Two per cent of the gross receipts.

Misstssippi —Two per cent of gross income.

- New Mexico—0One-tenth of 1 per cent of the gross receipta.

New ¥ork.—CQne-half of 1 per cent of the gross receipts.

Ohtio.—Four per cent of the gross receipts.

Oklahoma.—Two per cent of the gross receipts.

FPennaylvanie—Eight-tenthe of 1 per cent of the gross receipta.

Weat g’zrmma —One per cent of tgé gross receipts.

Applying the Federal rate to the State levy, it will be seen that the
burden imposed upon this service ranges from 4%, to 8 per cent of
the gross receipts.

153011—83——13
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DEEDB OF CONYEYANCES

The Federal Government has often taxed deeds of conveysnces
since ita inception, Under the revenue act of 1932 deeds delivered
during the period June 21, 1932, and July I, 1934, conveying resl

property are taxed at the following rates:
Cenls
When the consideration of the interest or property conveyed, exciusive of the
value of liens or encumbrances remaining thereon at the time of sale, exceeds
$100 and does not exceed $500_ . __ L oo &0
For each additional $500 or fractional part thereof . . __.. 50

In addition to the Federsl tax, three States elsc tax conveyances,
a4 follows:

Alabema,—Fifty cents for each $500 or fraction thereof.

Florida.—Ten cents for each $100 or fraction thereof.

South Carelina.—One dollar for each $500 or fraction thereof.

Thus it will be seen that there is & duplicate tax imposed by both
the Federal and State Governments upon deeds of conveyances.

WORT AND MALT

The Federal Government imposes & tex upon malt et the rate of
3 cents a pound and upon wort at the rate of 15 cents a gallon. In
addition to the Feders] tax, malt is taxed in seven States and wort
in one State. The States taxing these products and the rate and
measre of the tax are as follo wa:

MALT

Arkansas.—One cent each 10 cents or fraction of retail price.
Georgia.—One-half of 1 per cent of gross receipts.
Michigan.—TFive cents per pound.

Misaissippi.—T hree centa per pound or fraction of retail price,
Soulk Carelina.—Two cents per pound.

South Dakota.—Ten per cent of gross refail price,
Tennestec.—Five cenis per pound.

WORT
Michigan.—Five cents per gallon.

The totsl tax burden upon malt in those States taxing it in additiod
to the Federsl levy ranges from 5 to 8 cents & pound. For inatence
the burden on this commodity in Michigan would be 8 cents pef
pound; in Mississippi, 6 cents per pound; in South Carolina, 5 cents
per pound; and in Tennessee, 8 cents per pound. In the case of wort,
the totel burden in Michigar would amount to 20 cents per gallon.

The general sales taxes of some of the States may also result m 8
duplication of this tax burden when compared with the Federal levy-
The States imposing generel sales taxes and their rates of tex &re
summarized at the close of this section.

MISCELLANEQUS ITEMS

There are other objects of taxation upon which the Federal Govero
ment levies taxes which are also taxed under the general seles tax laws
of some of the Stetes. The principal objects which are taxed by the
Federal Government and which may elso be subject to the generé
sales taxes are a9 follows:

Cameras, lenses, ete.

Cheese, filled.
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Fur, articles made of.
Flour, mixed.
Grape concentrates.
Jewelry, watches, ete.
Matches, with additional tex on white phosphorous matches,
Narcotics.
Radios and phonographs.
Sporting goods.
oilet preparations.
Tires and tubes.
The States imposing general sales taxes, with the applicable rates,
are summaerized at the (ﬁose of this section.

(E) Licenses, Permiis, and Occupational Taxes

When we come to the subject of duplication between the Federal
and State Governments in the field of licenses, permits, and occupa-
tionel taxes, it is fortunate, indeed, that the Federal Government has
very few of these taxes, because the State and local statutes, as we
have shown, contain thousends of provisions providing for such taxes.

The only important duplications occur in the case of occupational
taxes on manufacturers of oleomargarine and adulterated butter, and
in the case of occupational taxes on manufacturers of liquors, wines,
beer, etc. Twenty States impose occupational texes in the case of
oleomargarine, and & very considerable number in the case of liquor
and beer manufacturers and dealers. The exact figure in this latter
case we have not ascertained, on account of lack of time. In addition,
one State taxes opium dealers and seven States tax manufacturers of
filled cheese.

In concluding this discussion of double taxation, it is evident that
no final adjustment of our tax system to a sound, equitable, and pro-
ductive basis can be accomplisﬁed until this question of tax dupli-
cation has been properly studied and cooperation secured between
the Federal Government and the States, looking toward a fair division
of the tax field. There is inserted at this point a table showing the
States imposing general sales taxes, with the rates applicable thereto,
since these taxes also enter into the problem of duplication.

On manu- | On whole-

Jurisdiction facturar saler On retailer
Per ¢ent Prr eent Per cent

Connecticat {nuincorperated coneerns) ..o oo e Yo Yo Mo

AlAWALe. . e . - 2.1 S, mmemmmaeaooa
Kentueky . - I VR, 4}
Louistana .~ . o TTE )

Mississippi. ... i 34 12

Missour: {2 citles) . - Mo o Mo
North Carclina e —— 19 *

Pennaylvanis. ... N Yo ¥ Ko

Weet Virginia. . e ein 2Han 4ion 3o

! Oreduated oo gross sales,

1 Qraduated.

1 Cament &nd olay products and bottlsd soft drinks, 1 per eanl,
« Aulo dealers, 1 per cant,

¢ Further tax of 1 per cont an salea Lo consurmers.

L o A e e m may Al g b1 % N ke
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It 1s Interesti
tween the Feder
field of taxation.

to note that there are ahout 326 duplications be-
Government and the States and Temt-ones in the
These duplications are set forth in the following

tahle:
Duplicalion in objects of iazation belween the United Siates and the Siales and
Territories
Dupli-
Clas Designation of tex [mposed by catlons
4 | Income tax on fodividusle. o oveercee e United States and Alaska, Arkensas, Dala- -}
ware, Oeorgla, Hawall, Idaho, Illlools,
Massgehunetts, Misslmlp 1, Mimonrl,
WNew I]nmp New York, North
Carollng, North Dakom Ohlo, Okla.
homa, Dregnn Bouth Csrolln.n. Tennea-
;ﬁ' Ulah, Vermont, ¥irginia, Wiscon.
& [ Income tax on aorporatlons. . coe e cenan. United States and Alaska, Arkansas, Call- o]
fornls, Connectlent, Georgle, Hawall,
Idaho, Massachnsetts, Mlssissippi,
Missourl, Mbotana, New York, No
sroling, Notth Dakota, Oklahoms,
Omo " South Cerollna, Tennessop,
Utah, srmont Virginls, Wlisconsin,
6 | Death duties and pift tazes:
(a) Estate andfor Inheritance taxes... ... Unlted Btates and all other States and 45
Tarritories except Nevada,
[CIE A T R Unlted States and ne other juribsdiction...|...aaa o
9 | Bpocial gales taxes on epecific {tema;
{a) Sales taxes on liquor, beer, etc {sdll
on statutes)—
(1) Distlled spirlts {nonbevetage). Unltad BEALBE e e mcee e an e —————
(2 Distl]]ed spmta (heverage)......
(3 e toDtaining

13 11]ad B irits.
Grape brapdy used In wlne for-
tication.

4

(5,

L}

E Sparkling wines. .. ...
3 1

i
8
=
&,
-1
5
&
]
:a
=)
2

(9) Liqueurs, cordials, stc. .
{10} Fermented Hquors, beer, ste
(&) Bales nt}laxes on tobacco and tobaceo

Lizd.
(1 Clgars .........................

(2) Clgarettes. oot

(3) Tobaceo and soufl cvevuveaas.

{4) Cigarette paperd_ _, . oceeceoan . |

{¢) Sales taxes on other tangible items.*—
{1} Antomobiles -

[ o
{3} Auto sccessorles, except tires
and tubes.

(€} Cameras, lenses, ate. . .
(5} Candy and chewing gum.
(8) Jutter, rencvated or proc
(7} Cheese, B
(8% Fur, articles tmade of.
{9 Flgur, m:
(I0) Flrearms, shells, eta. -
(11} Gasollne .. ool

(12) Jewelry, walches, eteee oeoaanon Uni

do e
- Tnited 2tates and South Carol

Unitad States and Alabam

m
Georgla, Mlssissippi, Bonth ‘Catolins,

and Tenmesses,
U Bsorgias Tows, Fansas Mimtsinp! Nor
owa, np

Dakota, Obio, Bouth Cuoliun, Bouth
Dakpte, Tenneases, Teras, Utab.

Thoited States and South Carolina, Ten-
nesseg, North Dakota.

Unijted Btates and lowas, Eansas, North
Dakota, Soath Dakota, Utah.

United States and Scuth Dakote...______

United Btates

Lnitsd States and South Carolina._____
Lnited States and no other Ju.rl.sd.ict on

United States and all other jurlsdlction
Jexcent Aluska,

United Btates and mo other jurlsdiction. .

Htates and no other jurisdletlon...

1 Sales taxes on lquor, heer, ete., and occupationsl tazes ob Imanulacturers and deslers in such products
are still on the Federal stetutes. 'The Biste taxes on these subjects have not been thoroughl

gated and thereiores no statement on such State taxes 18 included

this chart.

investi-

In view of the slghteenth

amendment and the jneffectiveness of these taxes a3 revenue producera, It is desmed unneceesary 0 go
into this subject ai the present time,
1 Pennsylvania and Mississippl have general sales taxes which apply to most of the specifie {tems enumer-

ated in this class.

applyiog to many of the items eoumerated.

Connecticut, Delaware, and West Virginla al2o have sales taxes of a genaral nature



PRELIMINARY BEPORT ON FEDERAL AND BTATE TAXATION 187

Duplication fn objecte of tazalion befween the United Sitates and the Stales ond

Territories—Continued
! Dupli-
Class Designatlon of Lax Imposed By catlons
Special sales tazes on specific items—Con.
(c} Balem taxes con  other tengible
{tems.—Oontimzed.
}I Lubreating ofls............oooo0 United States and Alabeme .. ______ 1
14) Matehes ... United Btates and no other Jurisdiction..... ... ___
15) Mechanical refrigerators .. United Btates snd North Cerolina. ... i
18) (leomargarine and hutter “gub- | United States and Colorado, Edeho, lows, 13

1

stitutea.

(17} Pla
(18)

; qu h h

n and phonographa.
(18} Sport ﬁodx
(20 E-ol't d.r?n d carbonic acid
21 Toilet preparations

(22} Tlres and tubes
(XY Wort, malt syeup, ete

(24} Oplam for smoking
(253 g’plum, coca leaves, ste_ ..
(26 hite phosphorua matches
(d) Bales taxes on Intangibles—
1) Admisslons to theaters, boxing
matches, ate.

(2) Club duss
(3) Issuea of bondsand eapital stock.

#

Transfers of capltal stock. .. ....
Transfers of honds
Deeds of conveyance,

T) Bales of produce (futures}.._,._.
Eloctrical energy. ... ...

(5)
6

@
8

(9
am

Telephone and telegraph mes-
BRI,

Tyansportatlion of oll by pipe
ling.

HB Laeases of safe-deposit boxes

Foreign passage tickets, .. ___._.
Licenses and g“s (oecu?ational taxes):
E g Rectifie

ers and distillers of lquors....
Wholesale llquor dealers
(3; Retall Mquor dealers

Mnnu !Bcturers of stills

(3

|

€} Wholesale dealers in 8]led cheese_....

ll]; Retall deslers in £llad cheesa__ |

11) Manufacturers of ocleomargaring
and/or adulterated butter,

Nebraska, North Dakota, Oklahoma,
Oregon, Bouth Dakota, Tennesses, Utsh, |
Washington, Wigoonsin, Wyomlng
United States and South Carolina.......__,
Unitaad States and no other ]uﬂsd]ction
Golted States snd Alsbame, Cisorgla, Mis-
souri, Bouth Carolins, Tenneases,
Unj:.’ad Btates and no other jurlsdiction. ...
United Btates and Arkansas, Ceorgls,
Michigan, Mississippl, SBocth Carclins,
Houth Dukote, Tonnescee,
United Btates and no other Jurisdiction. ...
United Btates and Hawaii_ ...........
TUnited Btatea and no other Jurisdlction_.__

TUnited Stateg and Aleska, Colorado, Con-
nectlcut. Idaho, Ilinois, Indians,

Io Maryland, Michlgan,
Min.uaoota Mlsslssippl, Missouri, Mon-
tann, I\ebmsh, New Ham pshim. New
Jersey, New York, Peunsylvania, South
Carolins, South Dakata, West \'lrginja
“risoonsfn Wyomlng.

United States afd ne other jurisdiction.. .. _...._

United Statesand Alabama, Florida, [ndl- | I
sns, Bouth Carolina.

United States and Florida, Massachusatts,
New York, Pepnsylvania, South Caro-

na.

United Btates and Florida

United States, Alsbama, Florida, South
Carplina.

Taited States snd no other jurisdiction. .

Urnited Siates, Alabama, Alaska, Con-
necticut, Delaware, Idgho, Maryiand,
Misstgsippt, Nevads, North Carolina,
Ohio, Ok homn, Oregon, Pennsylvania,
South Carollos, Texas, Yermont, Vir-
ginia, Weat Virginia,

United States

Urlted States, Dalawnate, Maryland, Naw
Mexico, New York, 0h1o, Oklahoma,
Pennsyivanla. Wast V}rpl L

TUnited States and no other mrlsdmtmn.._.

L1y

o

i
T

Umted States and Mlississippl, Montans,
Nebraska, New Mexico, North Caro-
lina, North Dakote, South Dakota,

United Btates and Nebraska

do
United States, and California, Colorndo,
Connecticut, Florida, Idaho Ken-
tucky Michlgan, Minnesc-ta, Mlssis- |
sip, 'Montana, Nebraska, North Caro- !
lina, North Deketa, Oklashoma, Oregon, |
Pennsylvania, Tennessee, Utah, Ver-!

mont, Wisconsin, i

! Bnles Laxes on liquor, hesr, ete., aad occupsational taxes on manulacturers and dealers in such products

are atil

£aled and therefore ne statement

amand
thly so

] on the Federal statutes.

"The State taves om thess gubjects have not been thoroughly investi-
on such Btatetaxes 15 included jn this ¢hart,

Inview of the sighteenth

ment and the ineflectlveness of these toxes a8 revenua producers, it Is deemed unnecessaay to go

Hect at the present time.
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Duplication in objecta of lazaiion belween the Uniled Stales and the Siates and

Territories—Continued
Class Designstion of tax- Imposed by Duplt
11 | Licenses and permite {oceupational tazeg)—
v Contipped,
{12} Wholesals dealers In oleomergarine | U'nited States, and Florida, xentucky. 13
and/or adulterated butler. Michigan, Minnesots, M ﬂ):,
Montats, Nsbrask North Carol
North Dekota, ahpme, Peonsyl-
) vaniia, Tennessss, U:ah Vermont, Wis-
QOnSIin
{I3) Retall dealers Iz oleomargarine | United Biates, and Florids, Eemtuoky, if
sadfor adulterated buiter. Michigan, Minnesota, Mlisslssippi,

Montans, Nebrasks, North Dakots,
Oklabomna, Pennaylvania, Tennesses,
f Utal, Vermont, Wisconain.

{14) Manufscturersand packers of tnfzed | Unlted Stxtes and yo other jurisdictlon. ... _.....

DUr.
(15} Importers and manofecturera of ... L 2 S N

DAoL
{18 Wholssals denlers in narcotlcs..
E Retail dealers in narootles A
Physiclsns and cthers desllng ™
nareoties,
{19 Yaehts, wse ol oo cre - [ R
13 | Miscellaneonus taxes:
(1) Cheeksanddrafts . __|___.do.... ... R
{2) Foreign insurance companies . ... Unitod States and Connecticut, Kanses, 0
: Idaho, Loulsians, New York, Okla-
homa, Orpgon, Washingion, West Vir-
‘ ‘| * gints, Wisconsln,

5. REYENUE FROM TAXATION
{A) Federal Government

For the fiscal year ending June 30, 1932, the receipts of the Federal
Government, by specific sources, were as follows, in round figures:

Receipts for fiscal year 1939
Source of revenue:

Income tax on individuels. .. ... $427, 200, 000
Income tax on corporations_ oo 529 500 000
Estale dax . .o __. 4? 400 000
Special sales taxes on tengible items—
Liquors, distilled and fermented _____.____________.___ &, 200, 000
Tobaceo and tobaces produets. ... ________.__.. __.. 398, 600, 000
. Adulterated butter, oleomargarine, efe. ... .. ... 700, (00
Playingeards. ... . ______________ 4, 400, 000
Pistols and revolvers_ . _ oo 100, 000
Subtotal . . cmem—————— 412, 000, 000
Special sales taxes on intangible items—
Issues and transfers of atocks and bonds._ __ . ________ 26, 800, 000
Sales of produce (fufures) ... __ .. ... ______.____ 1, 000, 000
Admissions to theaters.___ ... _____._..__ 1, 800, 00¢
Clubdues_ .- 9, 200, 000
Subtotal - - o o 39, 000, 000
Occugpational taxes—
Dealers in distilled or fermented liquors..___.___._..._ 500, 000
Dealers in adulterated butier, oleomargarine, ete___.__ 1, 00O, 000

Deaiers in narcotics (including texes on narcoties)... ..

Bubtotal . . ieoaaa_. 2, 000, 000
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Source of revenue—Continued.
Miscellaneous taxes—

Fines, penalties, eto., under prohibition lawa_ . _______ $500, 000
Delinquent taxes and miscellaneous. .. __________.____ 100, 000
BUbtObAl e 800, 00D
Total revenue from taxes. .« nucon o maao 1, 557, 800, 000
Other revenue—
Customs ... 327, BOO, 0OO
Miscellaneous, including trust funds. ... _____. 232, 700, 000
Subtotal . oaooo. B60, 500, 000
Total revenue from all sources. . _ . _____.____ 2, 118, 300, 000

The total revenue shown ahove, and amounting to nearly
$2,120,000,000, was entirely inadequate to meet the expenditures
of the Government for the fiscal yeer 1932. The total expendifures
in that year were approximately $5,000,000,000, leaving a deficit
of more than $2,880,000,000.

The problem of meeting that deficit for future years was & serious
one an(f was earnestly considered hy the last session of the Congress.
The results of that consideration may be found in the revenue act
of 1932, This new revenue act was estimated to produce additional
revenue of $1,118,000,000, as shown hy the following summary
presented by Hon. Charles K. Crisp to the House of Representatives
on June 4, 1932:

Summary of revenue bill as agreed upon tn conference
Title I. Income tax:

Individual-—
Normal tax rates, 4 per cent and 8 per cent, exemp-
tions $2,500 and 81,000 - o eoo._ 263, 000, 000
Surlax rates, 1 per cent on net in¢ome in excess of $8,000
to 56 per cent on net ineome in excess of §1,000,000__ B8, 000, 000
No earned income eredit. ... L ___. 27, 000, 000
Total i 178, 000, 000
Corporation—
Rate incressed from 12 to 13¥% percent. ... _ 22, 000, 000
Exemption eliminated. o oo oo L 16, 000, 300
Consclidated return, additicnal rate of three-fourths
of Il perecent. e - 3, 00, 000
Total oo e e e am 41, 000, 000

Limitation of security losses and other changes, largely ad-
ministrative .. . amaaa- 80, 00, 000

Title I1. Estate tax.!
Title III. Gift tax, rates of three-fourths of 1 $0 331 per cent __. 5, 000, 000

Title IV. Manufacturers’ excise taxes:

Lubricating oil, 4 centa pergallon oo oo eeean a3, 000, 000
Brewers’ wort, 15 centes pergallon. . L. ____.__
Malt sirup, 3 cents per pound ... _____._. 82, 000, 000
Grape concentrates, 20 cents per gallon. .- . o o ___
Imported gascline, crude oil, ete.; coal, lumber, and copper. 8, 600, 000
Tires and tubes, 2} and 4 cents per POUDd.a.ireenraaannn 33, 000, DOO

1 Assnming enllectlons, begluning after June 30, 1933,
1 Apsuning Lex sﬂwl.l\;a, beginning July 1, 1Mz,
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Title IV. Manufacturers’ exciss taxes—Continued,
Toflet gmparations, 10 per cent except dentifrices; aoaps,

ete., Dper cent .. e eccaeaeaa- $13, 500, 000
Furs, 10 percent.... oo 12, 000, 030
Jewelry, 10 per cent on amounts over 33, plated ailverware

eRemPt i irrieccsrareesnmemsecmeenannan— 9, 000, D00
Pagsenger automobiles, 3 per cent; tires and tubes exempt.__ 32, 000, D00
Trucks, 2 per cent_ e edtea e aaaae 3, 000, D00
Parts and saccessories, 2 per cent; tires and tubes exempt.___ 7, 0040, D00
Radio and phonograph equipment and accessories, 5 per

Tt 3 S P PP 9, 0040, D00
Mechanicsl refrigerators, 5 percent. - o ______ 5, 004, D00
8porting goods and cameras, 10 percent .o nvecn . 5§, 000, D00
Frigsrms and shells, 10 per cent. . ______ 2, 000, D06
Matches, wood, 2 cents per thousand; paper, one-half cent

per thousand . .. .. e 4, 000, D00
Candy, 2 percent ... 4, 000, D00
Chewing gum, 2 per cen}. 1, 004, D00
Soft drinka, various ratea_ .. ___ . ______.___. 7, 000, D00
Electrical energy, 3 per cent on sales for domestic ang com-~

mereial purposes_ .. oo 39, 000, D00
Gascline, 1 cent pergallon_ _ . _.... .- 150, 000, 600

Total, Title IV __ . 467, 000, (00

Title ¥. Miscellaneous {axes:

Part I. Telephone, telegraph mesaages, etc., telephone, 10
cents, messages coating 50 cents to $1; 16 cents, 31 to $2;
20 cents, $2 and more; telegraph, 5 per cent; cableand
radio, 10 centa. o emcemicamaiman. 22, 500, 600

Part I1. Admissions, 1 cent Ser 10 cents on admissions over
40 cents (educational and Ulympic exemption eliminated).

Part II1. Stamp taxes—

Issues of bonda or capital stock, 10 cents per $100__._.
Transfers of stock, efe.,, 4 cenis per $100 par value,
or 4 cents per share no par, b per cent for shares
selling over $20 (rates to s&ply to loans of stock)__
Transfers of bonds, etc., 4 cen g)er 3100 par value___.
Conveyanees, 50 cents on $100-3500; 50 cents per $500
oy 2 S
Hales of produce for future delivery, 5 cents per $100__

Part IV. Oil {ransported by pipe line, 4 per cent of charge.

Part V. Leases of safe-deposit boxes, 10 per cent of rental__

Part VI. Cheecks, 2eentseach - __._______________

Part YII. Boats, variousrates_ _ . ... .o . .

Total, Title V. o . e imi—s
Total additional texes_ - o oo

P
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Title YIII. Increased postage rates and other postal provisions,
increase 1 cent in fret-class postage; increase on second-class
matter, 8be . .. e 160, 000, 630

Total additional taxes and postal revenue____ . _________ 1, 118, 500, 000

For every fiscal year from 1920 to 1030, inclusive, there had been s
surplus in the Tressury running all the way from $86,000,000 fe
$635,000,000. In 1931, however, there was a deficit of $902,000,000,
and in 1932, as already stated, a deficit of $2,880,000,000. The cause
of these deficits was, of course, the business depression starting in the
fiscal year 1930 which began on July 1, 1929.

A comparison of the revenue receipts for the fiscal year 1929, & good
year, and the receipts for 1832, a bad year, with the percentage of
decrease in yield, is interesting.
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Revenue receiply

t
19% 1833 Dacressa
Per cent
I O BB, « o oo oo i amamamaaimmeeeoemmnan $2, 331,000, 000 | §1, 057, 000, 000 55
Eatate taxes__ 82, {00, 000 47, (00, (00 4
Sales taxes on HGUors. .- 12, 000, 000 8, 000, DOG 3
Sales taxes on tohacoo 435, 000, 000 308, 000G, (00 ]
Spley taxes on othor :angib]e Teems. 13,000, 000 &, 000, D0 1
Sales taxes on intangible tems.__ 76, 000, 00C 3@, 000, K00 48
Oeeupationsl taxes. o ooe.ien.cen. 3, 000, 000 2, 00O, DO 33
Miscellaneous taxed - 7, 000, 000 1, (00, 000 87
L P P 02, 000, 000 328, DOC, 00CG +H
Migcellaneons reee 8. L Lo ccciriceaions 403, (00, 000 232, 000, 000 53
Total TeVemueE e naa- 4, 094, 000, 000 ¢+ 2, 118, 0O, 000 47
1

It can be seen from the above comparison that 1932 revenue fell off
47 per cent below 1929 with practically the same taxes and same rates
in force. Since the income tax was the largest revenue producer,
the fall-off in this tax had the greatest effect. The actusl decrease in
this case was 55 per cent, or $1,274,000,000. This tremendous loss
of revenue brings out the need for reserves to meet such situations
or the addition of taxes to our system which will not be subject to
such violent fluctuations.

In Exhibit 16 of the appendix will be found a tahle showing the
classified Federal revenue from 1913 to 1932, inclusive, and including,
also, estimated receipts on the basis of the figures already given in
connaction with the revenue act of 1932.

An examination of the dats shown in the exhihit last referred to will
show the following important facts:

First, in 1913, total revenue from taxes was $345,000,000, of which
$223,000,000, or 65 per cent, came from liquor taxes; $77,000,000, or
22 per cent, from tobacco taxes; and $45,000,000, or only 13 per cent,
from all other taxes.

Second, in 1933, total revenue from taxes is estimated at $2,339,~
000,000, of which $8,000,000, or one-third of 1 per cent, should come
from liquor taxes; $398,000,000, or 17 per cent, from tobacco taxes;
$1,231,000,000, or 52 per cent. from ineome estate and gift taxes;
$621 000 000 or 27 per cent, from special sales taxes other then on
Iiﬁuor and t.ohacco; and only $81,000,000, or shout 3% per cent, from

other taxes.

Third, in 1913, grand total revenue from all sources was $724,000,-
000, of which $619,000,000, or 85 per cent, came from customs and
]iﬂuor and tobacco taxes; and only $105,000,000, or 15 per cent, from

other sources,

Fourth, in 1933, grand total revenue from all sources is estimated
at $3,126,000,000, 0% which only $733,000,000, or 23 per cent, should
come from customs and liquor and tobacco taxes; and $2,393,000,000,
or 77 per cent, from all other sources.

It cen be seen from the ahove that in the last 20 years our tax
structure has been completely changed. The largest revenue ever
received from sall sources for any one fiscal year was in 1920, when
the revenue amounted to $6,607,000,000. For the years 1922 to
1930, inclusive, the revenues remained almost constant af around



192 PRELIMINARY REPORT ON FEDEBAL AND STATE TAXATION

$4,000,000,000, in spite of reduction in rates during that period. A
convenient table showing receipte for the last 20 years, In round
figures, follows:

Federal revenue classified

[Iz mllltona of dollers]
5. Insoma & Spaclal Tatal
Fiscat year 2,5‘2,2?3? tazon %n%sé‘;ftf Bales p:::ll? léi:ﬁ;ﬁ’:' 13, Mis- revenus 14, Other | Totel
eoTpare- ons ¢ m | revenue [revenus
dividuala ; Vi 0 tates frisp tazea taxes tazey

302 ki 1 M5 ITe T

01 7 1 a8 283 TS

pvas 14 1 418 282 )

7 18 1 513 o7 ™

poo) 13 11 Bl L) 118

760 3 W 3,600 418 417

1118 11 40 3, B50 80T 4, 68T

4 17 w 5, 408 1,280 6, 597

1,114 14 83 4, 595 1,0 584

872 13 ] 3, 107 B9 4, 00

708 12 8| 262 382 | 400

747 12 2| zZme 27| som

801 i 102 2, 584 1,181 1T

434 8 ] 2, B8 1,125 3,080

531 3 12 2, ol 1, 280 1128

842 3 11 2,701 LAY 40

538 3 7 P ] 1,095 4 0

581 3 1| soe] el 4w

517 2 1 1 428 8388 A3

451 2 1 1, 558 o 218

1,007 2 Fa'l 1, 33 78T I 3

1 All Bgures for 1933 as per estimates,

(B) State Governmenis

According to the reports of the United States Department of Com-
merce, the totsl revenue of the States from all sources has been 8s
follows for certain years from 1915 to 1930:

Totsl revenue receipts
_____________________________________________________ $458, 232, 507
_____________________________________________________ 522, 924, 733
____________________________________________________ 875, 217, 202
..................................................... 1, 159, 527, 163
_____________________________________________________ 1, 370, 066, 018
..................................................... 1, 485, 242, 240
_____________________________________________________ 1, 855, 494, 919
..................................................... 1, 758, 381, 361
..................................................... 1, 935, 431, 711
..................................................... 2, 059, 327, 008
..................................................... 2, 243, 110, 687

The totel increase in revenue receipts from 1915 to 1930 was,
therefore, nearly 390 per cent. These are total figures and include
not only tax receipts, but grants, rents, interest, and earnings of
genera! departments and gublic-service enterprises,

A more comprehensive idea of State revenue and tex receipts can
be secured by a study of the following classification of the totsl
figures already given for 1922, 1925, 1927, 1929, and 1930:
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Revenue receipts of the Sialea
|Bouroe: Financiel Statistles of States, U, 8, Department of Commeros]

1922 1025 1977 1029 1930

Cieneral property tases $348, 201,993 | $336, 601,933 | RIT0, 434, TAS | 8050, 233,237 | X345, 184, 629
Special property taxes. 81, 003, 396 90, 158, 408 90,801,786 | 108, 850, 580 98, 451, 517
Income taxes. . ... 29,329, a4 27, 535, 103 B4, 989, 302 74, 505, 414 78, 530, 014
Inheritance tazes__.. 64, 128, 050 804,000 | 105,047,041 | 148,500,827 | 180, TR 241
Other speclal taves 14, 703, 008 32, 276, 145 41, I, 558 69, 175, 635 70, 092, A4
Poll t&Xe8_ - o ovcoameean- 8, 322, 958 , 029, M40 8 425, 520 , 542, 20 4,080, 42
305,366, 624 | 508,074,355 | 670,324,123 | 834 972,013 | 1,007, 220, 424

9, 400, D58 31,175,676 7. 078, 185 a0, M3, 117 26427, 177

8,002, G30 7,314, 11§ 7,912,033 7, 608, 152 7,017, 97

Tota] evenue from
taves......_____.__.__| B73,557,000 | I, 145 B5D, 837 | 1,380, 117,338 | 1,650, 413, 380 | 1, R4, 684, 535

Subventions, grants, ete_____| 110,718,211 143, 401, 670 138, 709, 527 151, 548, 48 150, 154, 7268
Privileges, rents, and interast.. 55, 008, 324 67, 062, T2 81,921, 552 00, 489, 255 102, 218, (43
Eernings of general depart-

Menda. ... eeacemnan 118, 549, 100 118, 731, 838 13, 881, 299 14, B72, 337 157, 604, B12
Earninga of publi¢-service
enterprised.. .. ........... 3, BUR, 438 10, 096, 333 12, 891, 655 17,006, 279 18, 354, 571

GOrandtotal, all revenue.| 1, 130, 527, 183 | 1, 485, 342, 240 | 1, 758, 381, 361 | 2, 050, 327, 008 | 2, 243, 110, 687

This office has undertaken a somewhat later compilation of these
State revenue racelpts by direct correspondence with the State
offtcials. elimmary computation representative of 1631, as
supported by %Xhlblt 17, in the appendix, after sllocation of unclassi-
fied itemns, i3 shown as follows on a somewhat different basts of classi-
fication than previously shown:

Staie revenue from lazes, 19311

(General property tAX . oo e cmammmmmaee———n——nn $427, 000, 000
Franchise taxes in lieu of property tax. .. __________________ 148, 000, QD0
Franchise taxes not in lieu of property tax_ __ . ____.__. 162, 000, 000
Income tax on Individuals______ .. . _____._________________ } 127, 000. 000
Income tax on eorporations_ . .. __.___.. ! ’
Estate and inheritance tax_ . _______________________________ 183, 000, 000
General manufacturer's sales taxes_ . . __._._.. } 4 000. 000
General retail salea taxes____ . ____________________.__.__
Special sales taxes on special items . _ .. _._____.___ 5486, 000, 000
Poll taxes e ccmmmmm—m—————- 8, 000, Q00
Licenses, permits, and cecupational __ _ .. ____ . ______._______ 363, 000, 000
Special assessments . _ . oo 12, 000, 000
18CellaneOUB _ | . o o e e 4, 000, 000
Total revenue from taxes_ . .- o oo o oo 1, B84, 000, 000

The total revenue from taxes for 1031 of $1,084,000,000 found above
seems consistent in comparison with the figure found by the Depart-
ment of Commerce for the preceding year and amounting to
$1,815,000,000.

It appears, therefore, from tbe above figures that in the O-year
period 1922 to 1931, tax increases were about as follows:

Inerease in Stale tazes, 1922 Lo 1931

Increasy Per cent
CGteneral property tax §70, 000, D00 ]
Jncome tBX8S. ... ... 98, 000, 000 s
Pstate and inheritance taxes 117, 000, 000 177
Allother taxas. .. ___..... $16, 000, 000 189
1 PR 1, 110, D00, DOO 127

i In some ¢ases 1930 Agures hava been nsad where thoss for 1931 were not available.

Revenue from taxes, then, has increased about 127 per cent in the
last nine years, or, in otber words, bas more than doubled. As far as
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State revenue is concerned, this increase is not due principally to an
increase in the general property tax, Later in this report, however,
we shall show that the increase in this tax in the case of the local sub-
divisions of the States is very large.

Income taxes have increased 338 per cent and death duties 177 per
cent in the 9-year peried, accounting for increased revenues of about
$215,000,000. In all other taxes, we find an increase of $816,000,000,
or 189 per cent. In these other taxes, one of the principal increases
occurs In the case of the gasoline tax, which tax amounted fo not less
than $500,000,000 in 1931 against $87,000,000 in 1925 and as against,
undoubtedly, a very much smaller amount in 1922. In fact, the
States have mcreased their revenues principally through the gasoline
tax, automohile taxes, franchise taxes, income taxes, and death taxes
during the last decade.

Our figures on State receipts are not sufficiently up to date to form
the basia for a discussion of the falling off in State revenues. Itis a
matter of common knowledge that such falling off has principally
occurred either hécause people have not heen able to pay their taxes,
or because of the shrinkage in profits and in gross sales.

A good idea can be ol:‘l:a.inetij of the evolution of State tax sytems
by an examination of the following table showing revenue receipts
from taxation in the case of the State of New York Ey 5-year intervals
from 1905 to 1930, inclusive:

New York—Comparison of receipts of Stale government from lazation, fiscal years
1905, 1910, 1815, 1980, 1986, and 1930
[Report of N, Y. Tax Commlssion, 1931]

1905 1910 1015 1980 | 1925 1930
Cleveral property tax.......... §,1908MW | .. _.__._ $20, 510, 715 |$35, 008, 524 [$28, 528, 472 | __. ... _....
Corporation organization tax__ 304, 450 $488, 178 435,385 | 2,130,282 | 1,764,783 | $5, 481,007
License tax, foreign corpors-
tloms. . ....ocoaeoo ... 31,718 M, 478 55,888 12, %2 208,383 | 1,154,380
Capital stock:
Trangportation_ .. ______ 773, H1 057, B8T T, 403 42, I8 £32, goa 2, 198, 672
Teleptone and telegraph .. 221, #1 163, 918 370, 931 469, 281 830, 331 B7, 197
Qross sarnings:
Tranaportation .. ......... B, 770 | 1,476,745 1,600 144 | 1,839, 445 | 2 477,782 1,721, 797
Telephone and telegraph. 132,192 213, 897 |5 35 377, 04 688, B4 , 1289, 638
Capital stook, mis 2018
oorporations. ... .. ... .. 730,004 | 1,211,384 | 2,070,381 B0Y, 960 | 2, 759, 682 8,041,103
Light, water, and power (earn-
Ingey .l 443, HO 1, 7T 750,828 ; 1,111,113 | 2, b4, 468 4, 500, 8RS

Insurance companies:
Preminms, local companles MG, 8 1, 304, 397 1,718,853 1 3, 888, 424 &, 283, 513 B, 024 818
Premiums, non-State com-

penles_.___ .. ... 108, €23 863, 460 841, 224 1,848, 197 1, 738, (42 2174, 24

Trust cong &8, capital, sur-

plus, and undivided profits. | 1,981,817 | 2,8¥5, 870 | 2,933,500 | 5,108,587 | 4,616,302 {............

Havings banks surplus. - 787 B, ETI L. l;g: g 1,439,804 | 3, 084,014 4,811, 987

s,

Fotelgn banks, earnings....... 32, 438 134, 092 B | MLIE |
Business corporations (nat
pald overto Blate) ). emeiee i 19, 867, 556 | 24,971,979 | 30,250,078

usiness corporations (met
ald over to localities—not

nciuded in fotal) L 821,703 ;112,050,872 | ! 16, 239, 495

Inberitanoes. ... ________ B, 263,804 | 21,250, 841 | 1, 584, 767 | 50,095,171
Mortgages, State’sshares_ . ... ____...____ 1,031,848 | 1,552,201 1 2 250,467 { 5 042,000 818, Aa3
Atock transfers. . _...__.__ 4,83 3 10, 648, 993 | 12 303,057 | 38 B4l 414
Real estate brokers and ga

men (State’s share) 9, 751 1

Personsl lonecome [

Motor vehicles (State's share). 25, 954 307, 510 | 1,857, 286
Motorfuel. ... . __________

Bhellfish grounds_.............

Investment companies
Investments_.................

i -
Tolal. - e [ 23,406, 067 | 34,742, 728 | 53,207,114

1129, 830, 790 (151, 546, 852

{ Net pald over to localilles not included in tolala,
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{C) County Governments

QOur information concerning the total revenue from taxes secured
by the counties is rather meapger. According to the reports of the
Department of Commerce, total receipts in 1912 were $307,872,000
smf in 1922, $745,000,000. An investigation made by this office
indicates that total taxes collected hy the counties in 1931 amounted
to about $958,000,000. If this is correct, we have had an increase in
county taxes of about 210 per cent in the last 19 years and of aheut 28
per cent in the last nine years.

A comparison between classified county tax collections in 1922 as
per the Department of Commerce figures and classified county tex
collections in 1931 &s per our figures i3 as follows:

{In miilions of doilars]

1922 183t

General property lax___ ... 687, 3 . r 3
Income taxes ... 1.3 1.8
Denth taxes. .. 5 .2
Poll taxes .. ... ... 9.1 1.8
Licenses and permMa._ .. . ___ .. ... ... 25,1 M. 4
Specal agsessments ... ... 1.8 2.1
Allotheriaxes. __. ... ..... ... __._ _...... ar maemmaea o z.2 0.8

BT 5.0 857 &

It is evident from the above figures that the increase in county
taxes of 28 per cent is due to the increase in the general property tax.
Colléctions from this source have increased about 30 per cent in the
last nine years. Moreover, over 93 per cent of the county taxes are
derived from the general property tax.

{D) Municipalities

_ The Department, of Commerce hag issued very complete statistics
in regard to the revenue receipts of cities of over 30,000 mhabitants.
A résumé of these statistics follows:

Revenue receipls (in millions of dollars} of cilies with 30,000 or more inhabilanis

[Souree: Buresy of the Census, United States Department of Commmerce]

Source of revenus 918 22 waT 1830
Genersl property taxes .- #70.8| 3, 337.8| 1,888 7 2,180, 1
Speclal propoerty tazes - 3.4 1 15,7
Crther special taxes. . o4 £ g 0.4 6. G
Ligenseaand permlta .. .. . . ... __________ 58.1 8.9 110. 4
b (o TRE:E . e emmeamaaas 13 42 52 5T
Speclal assesaments. . .. ... .. L _____ 729 103.1 233.3 2388
Total revenue oM TRLES. o or e e e cmeem————————- 729 I 6443 | 22008 2,615, 4
Fines, forfeits, and eacheats. . _______________________________ 4.4 13.0 8.7 0.1
Snhventlons and grants. ... iiioiiicinenans 3.1 99. 1 1171 183. 5
Donatlona, ih'ts. and pension assessments . . __ ________‘ 3.8 20,0 212 381
Highway privileges, rents, and Interest. .. .. . ... ... 851 4.2 138.5 1878
Earndngs of general depariments_ __..___. [ 2.5 52.0 ™35 87.0
Earnfogs of public service enterprisas_.. e cmme . 0.8 4.5 200.9 3360
Grand total, revenne reclepds. ... .. ... . _____... M4 1 200001 2,845 5 3,418 5

Percontage increase In totul revenve from taxes:

LB b0 1030 . e e e e e 2

I b0 1080, e iiieresccemeieaermaacerasecesscessamrassmsteerasaenanonn a8
Percaninge increase In total revenue receipts:

1915 Lo 1930, . R

J R R T T0
Popalation of these citles 1822 (28) in number—35.2 per cont of national popuintion , 738, 857
Populatien of these cltles 1930 (310 in pumbrer—38.8 per cent of national popuistion). 47, 431, 082
Percapitatax burden 0822 ____ L ieeena. 138

Per capita tax burden 190, . ... ___._.......
Percentage increase in per caplia burden 1622 to 1930
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It can be shown from the above figures that the general property
tax produced 86 per cent of the total city revenue from taxes in 1922,
and 83 per cent in 1930. The property tax, then, in both 1922 and
in 1930 was the principal source of the revenue of cities, and the in-
crease in this tax hes more then kept pace with the total increase in
taxes of 69 per cent taking place during this period.

The Department of Commerce reports show very interesting figures
;'Oﬁ the per capite tax burden in cities according to five groups as
ollows:

Per caplta hurden
from taxes

122 150
Croup I, population over 500,000 ___ ... .o __________ M7. 88
Group 11, population 300,000 to 500,000 . 4278 59,71
Group 11i, populstion 100,000 o 300,000, = 32.82 “
Oroup 1V, pepulation 50,600 to 100,600. - - . . 30. 43 41 @)
Oroup ¥V, popalation 30,000 to 50,000 .97 4118

Average_ . . et tmrmdbm e em—————— 39,87

It can not be disputed in view of the above figures that the tax
burden increases in proportion to the size of the city. It is probable
that cost of hving is higher in the large cities, but how far taxes create
this candition is a matter of conjecture. It is possible, too, that in the
large cities more essential services are performed by the govern-
ment for the taxpayer than in the case of the small cities.

Certain preliminary ﬁﬁures have been compiled by this office to
show tax collections of all cities for 1931, The total of these tax col-
lections is $2,978,000,000 in comparison with the figure of $2,-
615,000,000 shown by the Department of Commerce for 1930 in the
cage of cities of over 30,000 inhabitants. The total shown for 1931,
therefore, appears rensonable. An analysis of our total figure for 1931
1s a8 follows:

Tas receipit, munscipalilies, 1931

General property taxes_ . o _________________ §2, 633, 200, 000
Franchise taxes in lieu of property tax_ o . __.___._._ 13, 400, 000
Franchire taxes not in lien of property tax 14, 504, 000
Taxes based on net income. _________. - 32, 100, 000
Bpecial sales taxes 900, 000
Poll taxes_.___._____._ . 8, 400, 000
Licenses and permita. _ L iii-. 83, 800, 000
Special assessments__ .. _______________________________ 187, 100, 000
Miscellaneous. . ..ol 4, 600, 000

7Y S P 2, 978, 000, 000

(E) Townships and Other Civil Divisions

The date on revenue collections by the towns and other civil divi-
sions which bave not already been discussed are not complete for recent
yeara. Thelast Department of Commerce report on thissubject waa for
the year 1922. The figures of this department, for unincorporated
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civil divisions for 1922, compared with the preliminary figures col-
leeted by this office for 1931 are as follows:

Revenue from lazes (local governments, other ithan Slale, counly, end city)

191 1591
941,300,000 | 81,148, 200, 000
3, 800, 000 » 000, 000
V20000 | 25 100,000
: 900, 000 14 100, 000
980, 800, 000 | 1, 188, 000, 000

Too much dependence should not be placed on these figures but
they are balieved to he sufficiently accurate to show that there has
been a considerahle increase in local taxes, with 85 per cent to 90
per cent secured from the general property tax.

6. THE TOTAL TAX BURDEN

Having set forth the most essential facts concerning the tax col-
lections of the Federal Government, the States, ard the subdivisions
thereof, it is now possible to discuss the burden that these taxes
impose on the taxpayer.

ccording to our investigation, the results of which are not incon~
sistent with those of the Department of Commerce, the total tax
collections for 1931 were approximately as follows:

Total revenue from taxes, 1981

Federal taxes. . ceccme—aen $2, 428, 000, 000
Stale taxes | cdcemeamec e aammamaan—na 1, 967, 000, 000
County baXes_ ..o o 958, 000, 000
Gty taxes e emrc—c—mm———n— 2, 978, 000, 000
Local tBXe8 .o . e cacmmeemmammmmmmmmmmmmmamaan 1, 188, 000, 000

Grand total . .o e emmmam e maacammmmamamm 9, £19, 000, 000

These figures understate the Federal tax burden of the present
time, since Federal taxes were materially increased in June, 1932,
They are slsc less than the total tax burden of 1930, since in that
vear Federal taxes amounted to $3,040,000,000. In view of these
considerations and the general situstion in the case of State and
loca! finances, it is conservative to estimate the total tax burden now
borne by the people at $10,000,000,000 annually. While it has been
stated at various times in the press that our annual tax bill is fromn
$12,000,000,000 to $14,000,000,000, we find no substantiation for
this figure, unless all the revenues of our Governments instead of
only the tax collections are included. It does not seem proper, how-
ever, to consider interest received, foreign-debt payments, receipts
from grants, and income {rom public-service enterprisea as a part of
the tax burden.

1 Alagka and Hawali omitted in this dlsousmion.
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In 1922, from the Department of Commerce figures for the States
and their subdivisions and from the Treasury reports for Federal
taxes, it appears that the total tax burden was as follows:

Tstal revenue from tazes, 1922

Federal taxes_.___ £3, 197, 000, 000

State taxes___ 868, 000, 000
County taxes. 745, 000, 000
Citytaxea, . __.___ .. . . . _.__. 1, 827, 000, 000
Local taxes. oo eaaaaaas RO, 881, 000, 000

Grand total 7, 418, 000, 0600

With these general figures in mind, as well as those already pre-
sented in previous sections of this report, it is now possible to discuss
just what these figures mean to the average citizen.

(A) Per Capita Tax Burden

The total per capita tax burden in the United States amounted to
$77.53 in 1931. This figure is worthy of analysis, firet with respect
to governmental agencies and second, with respect to classifications
of taxes. .

The per capita tax burden classified by governmental tax collecting
agencies in 1931 was as follows:

’ ’ Per capita | Per cent of
Collectlng agency tax burden total

Fedoral (HoverDImManT. . ... oo oo oo iirca s mammrrasaasaraanann $10.77 25.5
T T R 5 (BT ] NN 15, 02 o208
County governments.. . 7.40 10.1
oy OB DT . o e e aaaan MW 33
Other MRl govarmImen b i iiieiiivea 9.48 125
TebRl . .. .5 100.0

The per capita tax burden classified according to the form of tax
is a8 follows for 1931;

Per caplta | Per cent

Form of tax taz burden | of total
Goneral Property tBX. . e imeeem e ML 47 35
Franchise tazes in Heu of pro viaxes.. . — 1,82 1.7
Franchise taxes oot 1n leu of property tazes . 143 1.9
Inoome taXe6 . ..ol i s 14, 45 L2
Egtate and inberitance taxes. . . 1.88 i4
(laperal salea tazes . ... . N .1
Special 5168 tATH6. .. ... 8.75 1.3
Polltexes . ... .. .16 .2
Licensas and permita. . 4,13 5.3
Special A95a8SMAnES . 0 L. e ceid e 176 22
AisceMRmeays. L eeriemraeanes 14 -2
B L5 100.0

It is interesting to note the following facts which are brought out
by the figures just given: .
First, the city governments are the largest tax collectors, since this
overnmental agency secures 31.3 per cent of the total taxes collected
in the United States. The Federal Government comes second with &
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revenue of 25.5 per cent of the total, and State governments third
with 20.6 per cent of the total.

Second, the genersl property tax is the principal source of all taxes,
accounting for not less than 53.5 per cent of the total collections.
Franchise taxes levied in Lieu of property taxes might well be added
to this figure, in which event 55.2 per cent of total collections could he
said to come from property texes. The next important source of
revenue is the income $ax, which produces 21.2 per cent of the total
collections. Special sales taxes on specific items comes third in order
of importance, accounting for 11.3 per cent of the total revenuse from
taxes.

1t will he convenient &t this point to show the per capita tax burden
by governmental agencies and by classes of taxes for the fiscal year
1922, as has slready been shown for 1931. These figures will be used
later in this section of the report in discussing the increese in the per
capita tax burden. The figures follow:

1922 per
| eapila lax Pe‘;:::lt of

burden

COLLECTING AGENCY

Faderal GOvELBNETY . ot icie oo veee e e ae 32542 431
Alale governments . ____________ . .09 1.7
Connty governments............ 8.88 10.1
City governments_ . ________ .. __ 14,97 e
OlLher local governments. ....... .63 1.2

7 BH. 2T 100, &

FURM OF TAX
Ganeral property tax. .. .......
Income taxes.. . ________.__
Estate and inheritance taxes.
Other special taxes. ... __.____
Polltaxes. _. _._..._...._......
Licenses and permits.. ... . ..
Spectal ASEeSS e IES .l

B|rp or-88
ERNFEIAR

3
=1 e
Blww FolR
= [ RS TNE R =k

B -

The facts In regard to the per capits tax burden are sufficiently
important to warrant a statement of this burden by States, conven-
iently subdivided according to wbether the population of the Stete
is predominantly in the rural districts or predominantly in the wrban
districts. The figures given are for 1931, but exclude Federal taxes.
In other words, the per capita fizures are for State, county, city, town,
and other local taxes. The Feieral taxes, if included, would destroy
the value of the comparison, beceuse income texes, tobacco taxes,
and miscellaneous sales taxes are often collected from the office of
the collector of internal revenue located in a State other then the
State where the reel burden of the tax falls, If the total tax burden,
including Federal taxes, is desired for each State, the best messure of
this total burden will be found by adding $19.77 (the per capite tax

153011—33—14
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burden of Federal taxes for the United States) to the total State and
locel tax burden shown in the following tables:

Predominantly rural Siales

Per capita Per capita
porconto | tax burden per ot bukden
) riivel State and in rural | State and
communi- | Vil divi- communi- | €Vl divi-
ties sions | ties s
thereof thereof
New England: East South Central:
M 60 $58. 06 Kentucky n 74 $32. 48
67 55. 66 Tennessee 3 4 3181
Alabama o 7 21.83
Weighted average.-|--ecoeceeua- 57.32 Mississippl.cacecene-- 87 26,03
West North Central: Weighted average. _|---coceaenan 28.14
Minnesota 51 66, 28
Towa.. ... 60 52.64 || West South Central:
North Dakota 83 5113 | Arkansas 5 79 28,75
South Dakota 81 58.28 uisiana. 60 32,88
ebraska. 65 57.20 Oklahom 65 a7.11
ANSAS. ... 61 73.35 iy 59 38.92
Weighted average. _|--covveeeean 61.34 Weighted average_ .| -..coeee.. 35.99
Bouth Atlantic: Mountain:
Virgin 68 32.10 Montana 66 65. 92
72 41. 50 Idaho.... 71 60. 43
75 32.10 Wyoming 69 55.78
70 27.35 New Mexi 75 3150
69 24.48 Arizona.... 65 50.19
Nevada 62 67. 30
Weighted average. .|-cooooeeenan 30. 90
Weighted average_ _|............ 55. 88
Total “eighted
| LT | .......... e 39. 66
Predominantly urban Stalea
Per capita Per capita
Per cent of | .. °F, €0P, 18 Per cont of [ &, 4P, 58
population | "o¢ population
in urban ate and inurban | Stateand
communi- | ¢ivil divi- communi- | civil divi-
tles sions ties sions
thereof thereol
New England: West North Central:
New Hampshire ... 58 $58. 14 Missourd. . e 51 $20.31
Massachusetts. & 90 85.28
Rhode Island.. 92 53, 54 || South Atlantic:
Connecticut._..... 70 70. 60 Delaware___. 52 74. 50
e Maryland....... [ 60 63. 51
Weighted average. . |.ccoocoo-._. 77.01 District of Columbia . 100 64.72
P N/ 52 58.71
Middle Atlantie: e OF.
New York 83 04, 40 Weighted average--|-ceeoeeeeenx 62.51
New Jersey 82 9192
Pennsylvania..... ... 68 53.09 || Mountain: |
| Colorado.coceeueaan.. | 50 55,22
Weighted average. _|_.._.__.____ 78.87 || § 11 R e | 52 53.17
East North Central: Weighted average. |....._.._... 54.55
Ohio...... 68 61. 24
Ingiians 55 58,14 || Pacific:
Illinois. .. 74 59, 46 Washington_.__.______ 56 60. 21
Michigan.__. 65 7118 Oregon. ... 51 68. 21
Wisconsin....._...... 53 62. 50 California._ - ........ 73 78. 96
Weighted average. - |.ccceee... 62,35 l! Weighted average. . |.........._.| 74.13
| — —
Total weighted |
l BVRLRER: . s i s ey | 69, 00

,Google
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From the above statement, tbere is afforded the opportunity to
compare the per capita tax burden of the several States individuall
and also by groups, according to whetber the population of suc
groups is located principally in the rural or urban districts. A com-
parison can also be made between the different sections of the country
and the burden of all predominantly rural States can be compared with
that of all predominanily urban States. (See also Exhibit 19 of the
appendix.)

A few comparisons of interest are the per capita tax burden of Towa,
$52.64, comnpared with the per capita tax burden of Kansas, $73.35,
botb similarly located and with the population of each located pre-
dominantly in the rural districts; the per capita tax burden of the rural
East South Central States, $28.14, compared with that of the rural
Mountain States, $55.68; and the per capita tax burden in the urban
Middle Atlantic étates, $78.87, compared with that of the urban East
North Central States, $62.35.

It would be well worth while to inquire into the reasons for the great
differences in the per capita tax burden shown in the different States
and groups of States. Lack of time requires us to leave this subject
{or tbe investigation of the reader or for treatment in & future report.
Certain additional date are shown in the sppendix, Exhibit 18.

(B} Tax Burden in Proportion to Egtimated Tazable Wealth

The per capite tax burden doss not reveal the whole story of tax
distribution, for the resson that different sections of the country are
in different situations in regard to the accumulated wealtb of the
inhabitants. In order to show how taxes are distributed in propor-
tion to wealth, an estimate has been made of the total taxable wealth
of each State. Since this estimated taxable wealtb has been based on
aseessed values, increased to full value where assessed values are inade
at less than full value, it might be more accurate to call this computa-
tion “estimated taxed wealth” instead of ‘“estimated taxable wealtb,”
In otber words, the estimate does not include property escaping
taxation. It is realized that the amount of tangible and intangible
personal property escaping tax is very considerable.

The total taxable wealth of the United States on the basis above
described amoimta to $239,731,911,778 on the basis of information for
tbe years 1930 and 1931. This figure, together with the figures for
each State, are shown in Exhibit 18 of the appendix. Using these
estimates in connection with the tax collections already shown, it is
found that the proportion of taxes to total taxable wealth in the
United States is $3.98 per $100. The Federal taxes alone amount to
$1.01 per $100 of taxable wealth, and the taxes of the States and the
subdivisions thereof amount to $2.97 per $100 of taxable wealth.

The burden of State and local taxes only, per $100 of taxable wealth,
is shown in the following table, classified by States and by groups
according to whether the population of such States is located prin-
cipally in the rural or prinecipally in the urban commuuities.
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| | ) 0
Tax burden l Tax burden
Percentage | per $100 Percentage | per $100
Predominantly rural oft?;ﬂﬁa- es:}g;a'ﬁd Predominantly rural Oft{):,f}’ga‘ eswlhena?m
States rural eom- | (excluding States rural com- | (excluding
munities Federal munities eral
taxes) taxes)
|
New England: || East South Central—Con.
Maine....ccacmancua- 60 3. 67 | AlabaAma. . . occacenan 78 $2.47
Vermont.....io.-.... 87 3.87 Mississippl...aoacaens 87 3.8
Weighted average_ } ____________ . 32.73 Weighted average._ |- ... ... 2.02
West North Central: | | West South Central:
51| 2,58 | Arkansas ... ..._... 79 3. 46
1 680 3.33 | Louisiang .« e ooeeeen a0 3. 36
North Dalkota. : &3 3.05 | Oklahoma. ... ... 65 3.45
South Dakota. ] 81 | 2.70 | LT LI 59 2.70
Nebraska_..__. = 65 2.54
T TR 61 | 3.62 Welghted average. .| ........... 3.0
Welghted average. . |............] 2.48 || Moutain;
i Montans . oo oeeee o L] 2. 500
South Atlantic: | dahn ..o a 7l 2.2%
Virginis . < cececaeeeeae 63 3.33 Wyoming. .. ......__. 69 2.88
West Virginia. 72 3.53 New Mexico..o.ooo... 75 214
North Carolina._. 75 3,42 || ATIZODA. oo e caee 63 .78
South Carolina 79 3.43 | Naveda - ooooooiiss 62 2,48
Qeorgig.ccaeooomoaos 69 2.73 |
e } = | Welghted average. .| ........... 247
e av L JRE (S 3. | =
g i || Total weighted aver-
East South Central: | | | age for rural . ... __ SR R 3.00
Kentucky............ 7 | 254‘,
Tennesses . . _........ 74 3.51 |
pr— 1
i Tax burden | Tax burdem
Percentage | per $100 | Percentage | per $100
Predominantly urban OItE?npﬂ]\a' esifxiaé?d ! Predominantly urban Oft?:lf?nh' as;lg]stt;d
States urbancom-| (excluding States urban com- | (excluding
munities Federal munities ede:
taxes) II taxes)
New England: | J South Atlantic: :
New Hampshire...._. 58 | Delaware_ ... __.._._. 52 136,24
Massachusetts. ______ Maryland _.__________ 60 3.22
Rhode Island......_.. | District of Columbia. 100 1.66
Connecticut...._..... Florida. . __...._..... 52 3.00
Weighted average.. Weighted average. |._._____.__._ 2.80
Middle Atlantie: | Mountain:
New York_..._....... (Rl 111 [/ T —— 50 2.98
New Jersey.......... 11 7.1 | 52 3.06
Pennsylvania.......__
Weighted average.. | . —cooaoa... 3.0
Weighted average.
Pacifie: o
East North Central: ‘Washington.......... 56 3.76
16711 7o N A, S 68 3.03 OICZON .. ccocmccsecnns 51 3,12
Indiana_._........... | &5 3.65 California . o ceeeann. 73 2,37
Minvis. ... = 74 2.01
Michigan......_..___ 68 3.06 Welghted average..|........_... 2.50
Wisconsin.......... 53 3. 50
- A - Total weighted
Weighted average. .| ... ....._.. 2.74 || average for urban_|........... 2.05
West North Central: I:
NHagonrd: . o e 51 2,14

! Delawars bas no State general property tax. It 13 probable that this fgure shold pot be given 00

much welght.

For reasons similar to those already stated in discussing the per
capita tax burden of the different States, the above figures do not

include Federal taxes.

If the total tax burden per $100 of total est-

mated taxable wealth is desired in the case of any State, it will be
sufficient to add $1.01 to the figures given.
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The lower burden per $100 of taxable wealth will be found in the
Mountain States. The higher burden will be found in the New Eng-
land States. Taken as s whole, the taxes seem to be distributed we
between rural and urban communities. The average for all pre-
dominantly rural States is $3 per $100, and for all predominantly
urban States $2.95 per $100.

QOther comparison can be left to the reader, with the reminder tbat
the figures shown are for all State and local taxes, and that the prop-
erty tax averages shout 74 per cent of all State and local taxes.

{C) How the Tax Burden has Increased

Certeain figures bave already been given in subdivision (a) of this
section and in the appendix in connection with the tax burden for 1922
and 1931 which enaE!e us to discuss readily the increase in the tax
burden.

First, it will be well to consider the increase in the burden according
to our governmental agencies which levy and collect taxes.

The %‘ederal Government in 1922 collected 83,197,000,000 in taxes
and in 1931, $2,428,000,000. In this 9-year period, therefore,
there has been a decrease of $769,000,000 in tax collections, or about
24 per cent. In the same period, the per capita hurden of Federal
1exes decreased from $29.42 to $19.77. This decrease amounts to
$9.65 per capita, or about 32 per cent. While on its face this seems
to be a very creditable showing, we should not congratulate ourselves
too greatly on the above decrease. In the first place, the Federal
Government in gradually eliminating activities started during the
World War had an ogportunity to cut expenditures and also taxes,
which opportunity did not present itself to State and local govern-
ments. Eor instance, Navy Department expenditures were $476,-
775,000 in 1922, sgainst $364,561,000 in 1931; Railroad Administra-
tion, $139,469,000 in 1922, against $245,000 in 1931; Sbipping Board,
£87,205,000 in 1922, against $34,000,000 for 1931; and ggar Finance
Corporation, $94,428,000 in 1922, against $172,000 in 1931. In the
second place, the tax revenues of 1931 were over $900,000,000 short
of meeting our expenditures, Therefore, if taxes had been sufficient
to meet expanditures, as seems desirable, our Federal tax bill would
have been even greater than in 1922,

The State governments in 1922 collected $868,000,000 in taxes and
in 1931, $1,967,000,000. In this 9-year period, therefore, there has
been an increase of $1,099,000,000 in tax collections, or about 126
per cent. In the same period, the per capita tax burden of State
taxes has increased from $7.99 to $16.02. This increase amounts to
$8.03 per capita, or about 100 per cent. The principal reason for the
increased tax levies of the States will be foung in the fact that large
additional sums have been deemed necessary to provide for the con-
struction of puhlic works, especially roads; for the expansion of the
educational department; and for hospitals, corrections, and similar
institutions.

The county governments in 1922 collected $745,000,000 in taxes
and in 1931, $958,000,000. In this 9-year period, therefore, there
has heen an increase of $213,000,000 in tax collections, or sabout 29
per cent. In the same period, the per capita tax burden of county
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taxes has incressed from $6.86 to $7.80. This increase amounts to
$0.94 per capita, or about 14 per cent.

The city governments in 1922 collected $1,627,000,000 in taxes and
in 1931, $2,978,000,000. In this 9-year penod t.herefore, there has
been an increase of $1,351,000,000 1n tax collecuons or about 83 per
cent. In the same penod the per capita tax burden has increased
from $14.97 to $24.26. This increase amounts to $9.29 per capits,
or about 62 per cent. Increased taxes have been necessary in this
case to meet additionsl expenditures in practically every department
of city government. Schools, highways, hospitals, charities, and
corrections have constifuted the principal items for which large "addi-
tional expenditures have been made.

The townships and other local divisions in 1922 ecollected
$981,000,000 in taxes and in 1931, about $1,188,000,000, although it
is possible this latter figure is somewhat understated through lack
of complete dats. In this 9-year period, therefore, there has been
an increase of $207,000,000 in tax collections, or about 21 per cent.
In the same penod the per capita burden of these local taxes hss
incressed from $9.03 to $9.68. 'This increase amounts to $0.65 per
capite, or about 7 per cent.

Totaling the tax collections of the Federal, State, county, city, and
other local governments, we find taxes collected in 1922 amounted to
$7,418,000,000 and in 1931, to $9,519 ,000,000. In this 9-year period,
therefore, there has been a total tax increase of $2,101,000,000, or
about 28 per cent. In the same period, the total per caplta tax burden
has increased from $68.27 to $77.53. This increase amounts to $9.26
per capite, or nearly 14 per cent. Leaving out of account Federsi
taxes, the per capita tax burden of all other taxes amounted to
$38.85 in 1922 and to $57.76 in 1931. This incrense amounts to
§18.91 per capita, or about 48 per cent. It is believed that increased
expenditures for Toads and schools have been the principal, though
not the only, reasons requiring this increase in taxation,

Second, it will be well to consider the increase in the tax burden on
the different objects of taxation. This can be done hy means of the
following simple teble:

1
Fer cabits tax burden |[Per conmt i?-
croase (+
Class of tax or decTeasd
1922 1531 -
Cranera) DrODEItY LaE . . o oo eiracaame o e cee e e man £4), 58 147 +38
bt 7 10.78 16.45 -1
Estate and lnherirance taxes _____________________ 1.91 1.€8 =2
OLhOr SPACIBL BBEBS. oo e e ee e e e e mee e s man e nmmm e mm e e e .68 1170 +11
Poll tazes___.________.__ .1 .15 ~H
Tdconses 8ed POrTallS . .o o oeere o vemvmneneamemean 3.88 4.13 i
Specinl BISeSSMEnts_ .. .. ... .....___________ . 1.89 175 =i7
T TSR E 5 +H

The above figures show that the two principal taxes through which
the addmonal revenues have been secured are the ‘‘genera} property
tax” and ‘‘other specia] taxes,” of which latter classification sales
taxes on specific items, like gasoline, are the most important. Con-
siderable space has been devoted to the property tax and the sales
tax in the preceding papes of this report, ang it will be unnecessary
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to discuss the merits of these taxes further in this connection, The
necessity for careful consideration of these two objects of taxation,
“pro;:lerty ” and “‘sales,” is again evident from the figures now sub-
mitted.

In concluding this diseussion of the increase in the tax burden, it
may be interesting to show how such burden has increased in each
State with respect to Stats, city, county, and local taxes only. This
is brought out by the following table:

FPerceniage increates tn per cepita tax burden {Slals, city, couriy, and local tazes
only), 1928 1o 1981

Alabarna e e e mcamammanaan 72. 2
ATiZOns e emmemmemmmman 4 5
ATRADBBA. L o e e — e e 107. 3
Al oA o o e o e e e e e e mmmmmm—m—mm———————— a7
C0lOTB0 . o o e e e 0.0
Conneetiout. e e cmamimem—an 641
Delaware . _ _ e 001
Dietriet of Columbia . L oo e e e e iamam 113 1
FlOrtda o o o e oo o e e e m i memmmammm———————————— 66. 7
B OT I o o o e e e e e m e m i m i mm——————————— 70. 1
A0 e o e e mm—————— 333
Inods . oo oo e e ————————— 45. 9
Indians o e m 331
Towa . o e e e mmmmmmmmmm————————
K 888 . o o e e e e m e m i m—————————————————— 72. 3
Kentueky .o cdcaceaoa e ————— 67 4
L o8 AN - o oo o e e e e em e mm e m e mmm———————————— 12. 8
M A e e e e e e e e e e mm e mm——— e ——— 60, 7
Maryland . . e e —————— 101. 8
Maasachusetts_ o _ L memmemcaa-. 50. 0
MR g o o v e e e e e mmm e mmmm e —m———— 38 4
MinDeBota o oo e m e e mm—mm—————— 24 1
MiaBlss PPl - e e e e e e e e e — e ———— 240
MIBIOUT e o e e e et mram——————— 1.0
MOntADA . o e e m e e mm e e mmm—mm—m e ———— 46. 3
Nebraska e e e 24. 4
Nevada . e e —180
New Hampshire. . . . e e 33 6
New Jeraey _ . e — e m 87. 6
New Mexico. oo oo e e mmcemmmmmamaaa —1.3
New York_ e 64 0
North Carolina. o .. L o e mmemmmmmmcan- 78. 9
North Dakota. - oo oo o e e e m e — e ———————— 9.3
OB 0 e e e e ——————— 342
Ol B RO . o oo o e e e e e e mmm i ————————————— 42. 2
OregOn o e — e 11. 0
Pennaylvania_ e cmmmmmmemmemaa 54 0
Rhode Island . oo .. e ————— 37. 1
Bouth Caroling. - . oo oo e ——r e im——————— 93 6
South Dakota_ . i cccemmecmmaa- 16. 4
T e DEREe L . ek 72 3
X BA o e ettt mmmmmmm—em——————- 710
B - o e e e e e e e e e e e mmmmmmmmm—mm—————————— 29. 4
Vermont . o o e e e e e 62.3
Virginia .- 62. 4
Washington_ .. ____ ... 8.0
West Virginia 44 3
Wisconsln. ... 3L 6
A £e D41 1T R 218
Weighted average . _ e 48 7
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(_D)' How the Tax Burden has been Shified

Some of the data already supplied shows certain facts in relation to
shifts in the burden of taxation. The subject is of sufficient impor-
tance, however, for some additional consideration.

In the case of the Federal taxes, the shift in tax burden has been
very pronounced. The main burden has been transferred from sales
taxes on liquors to income taxes. This may be shown by the following
simple table:

Reveoue

Class of tax — o oot
Ar CAn 28T Cen
1813 of total 198t of totsl

e

10,000, 500 4

444, 000, 600 13

42, 000, 000 2.8

Z 000,00 [} 1
1, 000, 000 .

2,475,000,000 | 100.0

In other words, 1913 taxes were derived to the extent of 64.6 per
cent from levies on liquors, to the extent of 22.3 per cent from levies
on tobacco, to the extent of 10.1 per cent from levies on incoines, and
to the extent of 3 per cent fromn aﬁ)other levies. In 1931, on the other
hand, 76.6 per cent of our tax revenues came from levies on incomes,
18.3 per cent from levies on tobacco, 2.6 per cent from miscellaneous
sales taxes, 2 per cent from the estate tax, and 0.5 per cent from all
other taxes.

The fact that nearly 65 per cent of our total tax burden in 1913 was
collected from the sale of liquors and only about 10 per cent from in-
comes, in comparison with the fact that over 76 per cent of our total
tax burden in 1931 was collected on incomes and only about one-half
of 1 per cent from the sale of liquors, shows how greatly our Federal
tax system hes been revolutionized. It is obvious that an entirely
different, class of the population now hears the principal burden of
the Federal tax. It is also interesting to note how the tobacco tax
bas occupied a consistent place in our revenue system as a tex pro-
ducer. The actual receipts from this tax in 1931 were nearly six
times the 1913 receipts, and in 1931 this tax produced 18 per cent of
our total revenue, against 22 per cent in 1913.

In the case of taxes imposed by the Stete governments, the evolu-
tion of these taxes in recent years may be seen from an examination
of the tahle in section 5 (b). In hrief, the States have kept their
Pmperty taxes about constant since 1922, and have turned to gaso-
ine taxes, franchise taxes, inheritance taxes, and apecial license taxes.
If it is desired to go further back into the past, the table showing the
tax receipts in the case of the State of New York, in the section laat
referred to, will be helpful. For instance, in 1905, New York se-
cuted about 39 per cent of its revenue from excises on liquor, ete.,
and in 1930, nothing fromn this source. On the other hand, in 1905
one-tenth of 1 per cent came from auto licenses and motor fuel, and
in 1930 from this source 21 per cent of the State’s revenue was secured,
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An inspection of the table also shows a large increase in special fran-
chise or license taxes on different public utilities and specia! businesses
in 1931 over receipts shown from these sources in 1905. New York
has also Increased its revenues by entering the income-tex field.

A study of the figures already given in connection with county, city,
and other local taxes shows that In this case there has been little shift
of the tax burden, It still remains on property, and principally on
rea]l property. For instance, taking the cities of over 30,000 inhabi-
tants as an example, we find the following percentages of property
taxes to total taxes for the years shown:

Percentage of property faxes to total taxes:
191

B e mimimmmmaaaa————— 79
10 e e 58
102 e amaua- 83
1880 e eemmemmmmmen————an B4

The above figures are deemed important and it is not necessary to
cloud the issue with minor tax collection figures. The burden of our
local taxes still remeains on the property owner. )

It appears worth while to consider in this same connection, State,
county, city, and local taxes as & unit instead of separately. The
table which follows shows the per capita property tex burden com-
pared with the burden of all other taxes for the States and subdivisions
thereof for the years 1922 and 1931:

Geoeral properiy ip..a
en of all other
1;;“2“‘1” per taxes per oapita
Jurisdiction
1622 1831 122 1931

AlBBBIDE . e e e cacaraieem——————— $0.51 $13.48 $2.87 $8.3%
ATHODA . iaiii e memeeeeemreem———em e - 51,55 49. 80 508 £ 3%
ATMADS®I. . aiucimiemmeneenas 2.88 18. 23 4.2¢ 1. 52
Califoroia 45,37 §5. 49 14. 59 13,47
Colerade, 43,08 | 43.46 5. 24 1L.76
Connpeticy 35.34 52.89 9.88 18.21
Delawarg._ . 22.80 21,32 7.97 B3. 27
Dlstriet of Columbia_ 4. 13 56,09 £ 24 8.83

Ler 3L I .82 41. 684 5.60 18.75
Qeorgla. ool HN.L i5.86 2.1 8.82
Idabo._.oonean L 708 48,08 7.36 1L 45
Ieeds_ .o kRl 50, 47 8.06 8.99
indfana 38.13 44.31 5.58 13.83
Ipwa__ 88 40.08 12,84 12. 58
Kansas 37.18 5150 5.40 21.96
Kentuck 43 2.82 .87 0.58
Loulsisna 2. 52 25. 26 5. 89 7.62
Madne. .. ... 24 85 39.85 7.70 18. 41
Marylapd ... 25, 00 44.32 5.47 16. 19
Meassachusetts_ ____ 44.08 54. 34 &. 55 0.4
Michigan_ ... oo . 44,82 54.85 6.82 18. 53
Minnesota 4120 52.08 12.2% 14.22
Misslsslf 17.53 18, 52 4,48 8,51
Missour]._ .04 8. 40 5.87 2.91
Montana 37.47 48. 84 7. 58 17.28
Nebraska. . 41,22 16 87 4.82 10. 42
Nevads........__. e e eeeamaa. 87.76 £2.38 14,32 4.4
Neow Hampshire. ... .o i aal.ls 36,00 42,98 B 52 id, 18
NEW JeIsey . .oe .. 43 25 0. 8.45 2.98
New MENCO. i F 28} 28,63 4.0 £.87
New York_.... 4597 87,85 1158 26,55
North Carclina 13. 54 1878 £ 38 12.32
Noerth Dakota. 41. 060 45.24 5.12 88
Ohfe ... v 45,39 .67 H AT
Oklahoma. 2131 22,81 4.79 i4.20
L8] - .- 4, 12 51,0 17.33 1423
Pen sy IVAR S e —— 25.22 3. 20 5.82 12. 83
Rbode Island. .. . v ————— 33.18 12,32 587 11.22
Bouth CrrolimB. oo e e 11.50 irT84 283 9.51
Bonth DaKO - - ot e ———————— 47,08 43,42 2,95 .85
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General proberty (g ,rqun of all other

Y e Pe | “iazes per capfia
Jurisdleihon

122 1831 1622 1831

$16.08 ¢ G2L4l| $3.38 |  $10.41

1000 7813 2 86 10.7¢

Bl 4@ 702 8 4

8| 3954 5o 16,12

13. 84 16, 30 Ly | 1280

B 4872) 1242 1L 4

Z7| | AK 1028

2| iz Eo; 213

80.58 | 48,54 9.0 1224

a7 | a2.87| 7.1 14.59

It will be observed from the above table that the per capita property
tax burden bas increased in the 9-year period designated in 41 States
and tbe District of Columbia. In 1922, the weighted average of the
per capita property-tax burden amounted to $31.71 and the per
capita burden of all other taxes to $7.13, making a total per capita
burden of State and local taxes of $38.84. In 1931, the weighted
average of thbe per capita property tax burden smounted to $42.87
and the per capite burden of all other taxes to $14.88, making a total
per capite burden of State and local taxes of $57.76. There has,
therefore, been an incresse in the total burden in the nine years of
$18.92 per capits, or about 48 per cent. 'This per capita increase of
$18.92 comes about from an increase in property taxes of 311.16 per
capita and from an increase in all other taxes of $7.76 per capita. In
other words, 58 per cent of the increase is due to the increase in prop-
erty taxes and 41 per cent of the increase is due to tbe increase in all
other taxes.

If Federal taxes are brought into this picture, it will be found that,
considering property taxes as one group and sll other taxes as another
group, the increase in the total per capita tax burden may be entirely
aacribed to increased property taxes. This is partly because in the
g-year period used Federal taxes have declined, and, of course, no
Federal property taxes are levied. The Federal per capita tax burden
was $20.43 in 1922 and $19.77 in 1831, Adding these figures to the
totals already given for the States and local subdivisions, the following
results are obtained:

________________________________________________________ $31.71

103 e dm——n e 42. 87
Burden of all other taxes per oapita:

1822 e e e cm e m———————— 236. 50

198) e mmmmmmmmmm—amn 34. 68

It is plain from the above, that, taking all our taxes into considera-
tion, there has been an increase of $311.16 per capita in property taxes
and a decrease of $1.90 per capita in all other taxes. Therefore, there
has been & net increase in the per capita tax burden of 38.66, sl of
which may be properly ascribetli] to properiy-tax increases.
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7. GOYERNMENTAL EXPENDITURES

While this report is principeily concerned with taxes and with the
revenue resulting therefrom, it is also proper to include certain date
regarding governmental expenditures, since the purpose in levyin
taxes is to provide for such expenditures. During the recent perioﬁ
of depression, our citizens have become conscious of our vast public
expenditures to a degree never before attained. The press has been
qu of comments on this important subject, but the difficulties of
making as great a reduction in expenditures as has often been recom-
mended do not seem to have been appreciated. Attempt will be made
to outline, in general, the expenditures of the different divisions of
our Government. before we conclude with a few general remarks on
this subject.

(A) Federal Expenditures

Total Federal expenditures have increased nearly seven times in
the last 20 years. In 1913, total expenditures were approximately
$725,000,000; in 1932, they wers $5,007,000,000. Even with a con-
certed attempt at economy in making appropriations for the fiscal
vear 1833, it appears that the expenditures of the Government for
that year will not be less than $3,957,000,000.

In the various reports of the Secretary of the Treesury will be found
classifications of tl?ese expenditures. Such classifications, however,
are generally made by Government departments; for inatance, accord-
ing to Navy Department, Interior Department, Department of Comn-
merce, etc. In our opinion, these classifications do not lend them-
selves to a ready appreciation of just where the public tax dollar goes.
Therefors, new classifications have bean made which, it is hoped, will
bring out the purposes for which the public moneys are expended.
These classifications and the expenditures under each for the fiscal
years 1913 to 1933 are shown to the nearest million in the following
scheduls:

Federal expenditures classified

3. Conserva- 4. Develop- :
Piseml 1. General t2 Protac:io% tlon of health mant:‘rildw?- & l‘liish\::yu 1? Cil::gcma
Paar : 0 PBMHOD RO servatlon of | and water- .| hoapitals, an
govarnment property andt?:;ltar natural ra- wWays correctlons

S00rces

1903 e $128,000,000 | $254,000,000 |  $4,000,000 | $25,000,000 | $53, 000,000 |  $4,000, 000
123,000,000 | 260,000,000 | & 000,000 | 27,000,000 | 83,000,000 5, 000, 000
15,000,000 | 306 000000| S0M000| Sr000000| Enookodd| 000 000
187,000,000 | 1,474,000,000 1 8,000,000 | 32 000,000 ] &1, 000,000 7, 000, 00¢
242,000,000 | 11,871,000,000 | 7,000,000 [ 4§, 000,000 | 50, 000, 000 8, 000, 000
355, 000,000 | ‘500,000,000 |  36.:000.000 | 36,000,000 | 67000000 21000000
463,000,000 | 2,591,000,000 | 60,000,000 | 61,000,000 | 181,000,000 | 19,000, 000
62,000,000 | 952,000,000 | 43,000,000 [ 35 000,000 | 167,000,000 | 159, 000, 000
492,000,000 | 508,000,000 | 14,000,000 | 55.000,000 | 188 000,000 | 203,000,000
468,000,000 | 734,000,000 | 12,000,000 | 55,000,000 | 175 000,000 | 166, 000, 000
503,000,000 | 445,000,000 | 14,000,000 | 60,000,000 | 194 000,000 | 120, 000, 000
576,000,000 | 702,000,000 | 14,000,000 | 58 000,000 | 177,000,000 | 67,000, 000
512,000,000 | 685,000,000 | 14,000,000 | fg 000,000 | 170,000,000 | 48, 00, 00O
551,000,000 | 796,000,000 { 16,000,000 | 74,000,000 | 183,000,000 | 47,000,000
767,000,000 | 790,000,000 | . 17,000,000 | 75,000,000 | 103:000,000 | 52 000, 000
899,000,000 | 820,000,000 [ 18,000,000 | 50,000,000 | 212 000,000} &8 000,000
652,000,000 ;| 45 000,000 | 15,000,000 | 84.000,000 | 271,000,000 | 122 000, 000
874,000,000 | 811,000,000 | 20,000,000 | 114,000,000 | 328,000,000 | 145,000, 00C
834,000,000 | 641,000,000 | 15,000,000 1 97,000,000 | 330,000,000 | 187,060, 000
769,000,000 | 508,000,000 | 17.000,000 | 52 000,000 | 330,000,000 | 185 000, 00C

Bee foolnote at end of table.
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Federal expenditures classified—Continued

Fiscal yeac 7. Education | 5. Recreation | 9. Interest | 10 MIscallane grgng pores

$4, D00, 000 $1, 000, 000 $23,000,000 | $10%, 000, 000 $725, 000, 000

4, 000, 000 1,000,000 3, 500, 000 164, DO, 000 734, 000, 000

4, 000, 00 1,000, D00 23, 000, 000 187, D00, 000 761, 000, DOD

4,000, DOg 1,000, 000 23, 500, 000 177,000, 000 741,800, 000
4, 00, 000 1,000, 000 25,000, 000 101,000,000 ; L, O7R, 000, 000

£, 000, 000 2, 000, 000 160, 000, 000 275, 000,000 | 12 608, 000, 000

£, 000, 000 4, 000, 000 818, 000, 000 363,000,000 ¢ 18, 523,000, 00D
37,000, 000 4,000,000 | 1,020,000, 000 818,000,000 8 483, 100, 000
110, 000, 000 14, 00O, 000 999,000,000 | 1,035,000, 000 | &, 542, 000, 000
3, 000, 090 8, 000, 000 @81, D00, 000 955,000,000 | 3, 795, 000, 000
11, 000, 0O 4,000,000 | 1,058,000, 000 918,000,000 | 3, 687,000, 000
11, 000, 000 £, 000, 000 g41, D00, 000 940,000,000 | 3, 507, 000, 000
12 000, DOY 4,000, 000 £872,000,000 | 1,052000.000 | 3, 529,000,000
13, 000, 600 7, 00, 000 232,000,000 | I,135,000.000] 3 585,000,000
13, 000, 000 8, 004, 000 TR7, 000,000 | 1, 203,000,000 | 8,483, 000,000
14, 000, 000 9, 00(, 000 732,000,000 | 1,22,000,000 | 3 643,000, 000
15, 000, D0 12, 004, 000 &78, 000, 000 | 1, 249,000,000 |  3,848,000,000
16, 000, 000 16, 000, 000 £59, 000,000 | 1,357,000,000 | &, 065, 000, 000
17, 500, DOO 19, 000, 000 81%,000, 000 | 1,540,000,000 | 4, ZA),000, 000
16, 000, DOD 19, 000, 00 589,000,000 | 2,080,000,000 | 5, 007,000,000
13, 000, 000 14, 000, 000 640,000,000 | 1,322 000,000 | 4, 107, 000, 000
13, 000, 000 14, 000, 000 640,000,000 | I1,288,000,000 | 2,957,000 000

! Estimated before economy bill. .
¥ Pstimpted after dlstributing $150,000,000 savlog predicted from economy bill.

First, consider the expenditures for the year 1913. In this year,
out of total expenditures of $725,000,000, we find $128,000,000 ex-
pended in general Government operation, $254,000,000 in protection
to person and property, $6,000,000 for conservation of health and
sanitation, $25,000,000 in the development and conservation of
netural resources, $83,000,000 for highways and waterways, $6,000,000
for charities, hospitels and pensl institutions, $4,000,600 for educs-
tion, $1,000,000 for recreation, $23,000,000 for interest, and $195,-
000,000 for miscellaneous expenditures. In explanation of these
classifications, it might be stated that under protection to person and
property are included all the expenditures in connection with the
Army and Navy, except pensions. Pensions are included under
miscellaneous, and, in fact, constitute one of the principal expendi-
tures in this item, amounting in 1913 to $175,000,000. A more
complete analysis of the table shown on the preceding page will be
found in Exhibit 20 of the appendix. This exhibit is classified in the
same way, but each classification is broken down into several sub-
classes so that a more definite idea of just what is ineluded in each
class may be obtained from & study of this exhibit.

Now consider the fiscal year 1932, which is the last for which we
have actusl figures, the figures shown for 1933 being estimated. The
genera] Government expenditures for 1932 were $374,000,000. This
amount represents necessary expenses in running the executive,
legislative, and intermal business activities of the Government. This
item, in fact, represents the prineipal item: to which we may look, in
a practical way, as the basic figure for reduction of governmental
expenditures, but it does not include any expenditures 1n connection
with past, present, or future wars.

The total expenditure for the pretection of person and property in
1932 was $811,000,000. In this amount will be found $764,000,000
for the Army, Navy, and similar activities, $15,000,000 for the Depart-
ment of Labor, $18,000,000 for prohibition enforcemsent, and
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$14,000,000 for the regulatienm of corporations, industries, etc.
Expenditures for the conservation of health and sanitation in 1932
amounted to $20,000,000, and expenditures for the develepment and
conservation of natural resources amounted to $114,000,000. No
breekdown is necessary to show what is included in these items.
Qut of total expenditures of $326,000,000 for highways end waterways,
$220,000,000 is for highways and $1086,000,000 for waterways, hridges,
rivers, and harbors. The total expenditure of $149,000,000 shown
under the genera.] heading of charities, hespitals, and corrections, can
be subdivided as follows: $98,000,000 for hospitals for the Army
Navy, and veterans; $37,000,000 for special relief for the needy and
suffering; $14,000,000 for prisons and penal institutions. There is an
expenditure of nearly $18,000,000 for education, not including educa-
tion of the military and naval forces. The item of 319,000,000 shown
for recrestion includes expenditures In connection with governmment
psarks, monuments, cemeteries, etc. A very significant item which
1s not immediately open for reduction is the item of interest, now
amounting to the enormous sum of $599,000,000 compared with only
$23,000,000 for this purpose in 1913. In 1932, we have shown total
expenditures under mincellaneous amounting to $2,080,000,000, The
following items are included under this heading:

Pensions e $540, 000, 000
Military, naval, and veteran inauranee. - o oo oo cec e aaaaae 128, 004, 000
Adjusted-service certificates .. _.__._ ... .. 7T 194, 000, 000
Special relief and loans to agriculture_. _ .. ____ .. ____________.. 262, 000, 000
Indian Affairs_ L iiieaaoo- 38, 004, 000
Special relief and loans to business . __ __________________..._... 500, 000, 000
Dabt retiremente. .. . 413, 000, 000

In connection with these governmental expenditures for the fiseal
vear 1932, which amoeunt in toto to $5,007,000,000, one fact stands out
in prominence. The principal part of our governmental expenditures
is due to past wars or to preparation for future wars. For instance,
if we add $784,000,000 spent for Army, Navy, and war activities,
$97,000,000 for hospitals for the Army, Navy, and veterans, $599,000,-
000 for interest on the public debt accumulated almost entirely as the
result of war, $549,000,000 for pensions, $126,000,000 for military,
navsl, and veteran insurance, $194,000,000 for adjusted-service certig—-
cates, and $412,000,000 for retirement of our war debt, we will find
that we have a total of $2,741,000,000, or 55 per cent of our total
expenditures. It is apparent, therefore, that in considering the reduc-
ticn of Government expenditures our first obstacle is an item amount-
ilhg to 55 per cent of the total expenditures, the reduction of which
offers many practical difficulties. The reduction of other items also
present practicel difficulties under present conditions. Such items
may be listed as follows:

Department of Labor. . e _._______ $15 000, 000
Conservation of health and sanitation_ .. .. ___ ... _.___ 20, 000, DOO
Development and conservation of natural regources_ ... __.___._. 114, 000, 000
‘Highways and waterways_ __ __ .. .. .____________._ 326, 000, 000
Special relief for the needy and suffering_ . .. .._... 37, DO, 000
Prisons and penal institutions. .. __ . ________________.... 14, 000,

Indian AFAIES - o o oo o o e e emmmmm e m e 386, 000, 000

These items total $562,000,000, or approximately 11 per cent of
our total expenditures. If we add this 11 per cent to the 55 per
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cent already shown, there remains only 34 per cent for consideration
in further reduction. :

The above facts are not recited in order to create the impression
that it is impossible to reduce Government expenditures hut only for
the purpose of hringing out the difficulty of this problem.

(B) State Expenditures

Sufficient information is not yet at hand for a complete analysis
of the current expenditures of ail the States. Fairly complete data
i available from the reports of the Cenaus Bureau of the Department.
of Commeree for the years 1922 to 1930,

In 1922 the total expenditures of the 48 States amounted to
$1,280,319,734. The largest single item was $356,956,455 for educa-
tion, including hoth schools and libraries. Highway expenditures
of $349,816,178 were almost as large as those for education. These
two items emounted to about 55 per cent of the total expenditures,

By 1930 the total expenditures for State purposes amounted to
$2,290,270,059, according to the Census Bureau report of that year.
In this year expenditures for highways is the largest single item,
amounting to $886,514,579 and constituting over one-third of the
total, Expenditures for education is the second largest item, amount-
ing to $598,058,080. In 1930 the expenditures for highways and
education combined account for about 85 per cent of total State
expenditures. The following table compares classified State expendi-
tures for the years 1922 and 1930:

1622 1930
1

(Ganeral governmment _ _ . o4 iiiasanaa $76, 503, 856 $124, BAG, 797
Frotection to person and property_...... - 55,924, 316 84, 613, 652
Conservation of health and sanitation._._._._._ 24, 235, 624 38, 843, 770
Development and conservation of nattiral resour 47, 388, QL5 83, B48, 448
Highways . .. - 340,816,178 886, k14, 579
Charitles, bospitals, and ecrractions. . ..o oiooooo- . 189, 7546, (36 286, 706, 277
Eduestion. - .o . e eiiaans - 356, 956, 465 548, 058, 080
Reocroation . 3, 551, 925 16, 125, 347
Interest 41,308, 030 104, 430, 598
Miscellaneons. .l 134, 734, 285 71,152, 511

Total expendlbuyes. . iiiaceiceieaaas 1, 280, 3190, 734 2,200, 270, 050

It may also he interesting to note the total expenditures for a series
of years from 1915 to 1930 and the percentage increase, shown below:

Per cent
. Total expendi-

Year Increase
tures over 15

TAD, D07, 084 Lo,

517, 504, 220 4.6

B0, 403, 1M 0.4

1, 2840, 319, TH 158.7

1,513, 628, 021 205.B

1,614, 537, 054 8.2z

1, 889, 172, 537 241.7

2,061, 016, &) 36,4

2, 200, 270, Q50 2T
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In the case of mix States, this office has available 1931 expenditures
for State purposes and the per cent of same to the total expenditures
of the State and all subdivisions thereof. These data are as follows:

" | Per cent to
State ex-
State penditures totailtexpend-
B2, 608, 442 14. 22
44, 354, 837 18.78
83, 147, 856 8. B85
5, 282, 880 20.85
172, 306, 775 21,22
16, 384, DS w18

It appears from the above that State expenditures average about
25 per cent of the total expenditures made by the State and all other
civil divisions located within the State.

his section is concluded by giving the expenditures of the State of
New York, as taken from annual reports for the vears 1905, 1910,
1915, 1920, 1925, and 1930.

Comparison of erpenditures fiscal years 1905, 1810, 1915, 1920, 1826, and 1930
for the Siate of New York

1005 19010 1015 1920 1025 precy]

Executive ... ... ... $52, 7 83, 458 $122, 58 $183, 110 $135, 453 | 47, 18% 218
Audit and conitrol (adm:nis
trative) 608, 126 882, B4d | 1,860,000 | 3BT, B11| 3 D45, 000 :. g C'ﬂflg
AU UUPUOIOS Fupupuytu o FRperupIOIS: M P - , 14
islatu 1,824,658 | 1,503,764 | 2,004,042 | 1,649,254 1, 354, 271 1,750, 28
Judlelary . _ 1,081, 497 l. 547,505 | 1,047,140 | 2,323,001 2, 519,832 609,

Agriculture and markets

BanKing. e e e e e 876, #63
Civil service_ _ .
Congervation.. . ..
Correction {penal, eT.c)_._..._‘ 1, (032, 822 1,648 384 | 1,115, 340 | 2,906, 632 3,107, 130 @, 200, 837
Edueation. . __. 6, 287,156 333,607 | 08 16,883, 284 | 46, 583,301 | o8, 271, 251

Pub [T L T TR RSN PUSSRpUU) SUSRp USRI SN SRS (SRR 1,047, B8
FPublic worka (ccnsr.rucl.i\e,

State debt service.

Rogulative. ..
Dealenslve_ ...
Charitable. ..
Protective. . ... .. ... - A o, 4, 584, 810
analfund, ... ____________ 2,431,820 | 10,731, 570 2, lﬂ? 414 ] 5,000, 224 4, 540, 520
Total oo 28, 470, 381 | 57,422, 201 | 57,033, 791 | Od, 024, 215 | 163, 300, 847

Nore—Io the case of certain Items of at}nndlrure in 1930 no ke jtems are ghown for other years. How-
ovar, sueh expondiiures if made may be included under other head, some of which are not shown under the
sarnée heading for 1930

(C} County Expenditures

It has been found impossible in the short time available for the
preparation of this report to go into the subject of county expendi-
tures and make & comprehensive statement thereon. However, some
States have furnished information as to county expenditures from
which the following data is taken.
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The State of Jowa for the fiscal year 1931 reports collections by
county officials of $114,487,680, of which amount the county expended
$32,095,766. In addition to this amount, $4,114,000 was expended
for secondary road construction by the counties, from State fund
allotments. County expenditurs was 27.85 per cent of total ex-
penditures,

Wisconsin reported 2 total county expenditure of $60,568,822 for
the fiscal year ending December 31, 1930. Of this amount, $25,876,-
329 weas expended by the county governments on highways. County
expenditures amounted to 23 per cent of total expenditures.

ndiana reported & 1930 county expenditure of $45,994,459, the
largest item contributing to the same being highways for a total of
$15,224,393, with genera%govemment second for a total of $9,034,748.
The county expenditures were 19 per cent of the total for the State
for all purposes.

Virginia reported a county expenditure of $29,498,437 with high-
ways the largest factor, totaling $8,819,481. County expenditures
were 24 per cent of total expenditures.

The county unit in Massachusetts is unlike that of other States
and for that reason does not lend itself to comparison. The legisla-
ture annually passes an act authorizing the expenditure of money
by the counties. The counties have no taxing authority but are
empowered through this act to assess on the citles and towns which
comprise the county, their proportionate share of the expense of
running the counties, The total county expenditures in Massa-
chusetts for 1931 were $11,127,6830, or 3.08 per cent of the State total.

In California the total county expenditures for 1931 were $371,-
339,094, excluding the county of San Francisco, while the expenditures
for the year 1922 were $178,681,382. Education wes the largest dis-
bursement item in these disbursements. The county expenditures in
California were 45 per cent of the total governmental expenditures in
the State.

In view of the above, it would appear that county expenditures in
the various States do not bear a very constant relation to total ex-
penditures due to the different positions in importance these counties
occupy in the different States. However, for convenience, it will not
be very inaccurate to assume that about 20 per cent of total expendi-
tures within a State, on the average, is disbursed by the counties.

(D) Munlcipal Expenditures

The expenditures of 261 cities, having a population of over 30,000
each, for the year 1922 amounted to $2,222,566,519, according to the
Bureau of the Census of the Department of Commerce. An analysis
of this figure is as follows:

Expenses of general departments. . _ . ... $1, 284, 188, 727
Expenses of publie service corporations__ .. _.__.__. . __.__. 1086, 575, 542
Interest L o L. e mmmm————————— 213, 806, 622
Outlaye. e mman 817, 935, 628

Total. .. e e ——— 2, 222, 546, 519

For the purposes of this report, these expenditures are classified as
follows:
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Amount Percentage

CGromera! GovaInmMent. i iiiiciiiccccesmcmemeemmmmmeeemmmeemeemna]  $119, 314, 408 AR
Protection to person and property. L _.___._. 273, M0, 241 12.30
Conservation of heaith and sanitation, ... ... eeemmmmmreameceamanan o4, 182 938
2 - T PRI 206, O4B, B 13. 42
Charities, hospitais, and cormectiona e imean- #1, 072, 460 L1
Education. . 640, T8, 405 .74
Hecreation. Yok, 106 3.10
intorest. _.._ 213, 888, 028 B. 82
Miscellanecus 287, B8, 130 12905
Total axpendibures ... i eiiimeemee s eem—aas 2,122, 568, 516 130,00

t Under miscelinnecus expenditures are included expenaas snd outlays for public service enterprises.

It will be noted that the largest item of municipal expenditure in
1922 was for education, in the amount of 3660,796,495,

For the fiscel yeer 1930, the Bureau of Census reports municipal
expenditures for a group of 310 cities heving & population of over
30,{001? each, in the amount of $3,810,681,763. This figure is clessified
23 follows:

Percent-
Amount vy

e era] oM IOnt . . . oo aeee e mam e aaaaoe $304, 744, 573 557
Protection to person and property. ..., . _._______________._.. 441, 538, 582 1.58
Conservation of heaith and sanitatlon. . ... ... [ 333, OTR, 505 ar7e
B oy B o oo e e e e e e e e e 804, 872, 816 1587
Charities, hosplials, and correctona .. ..o 172, 4B, 558 4. 58
a2 U PP 1,002, 856, @2 M) 32
R tion 128, B4ad, 88Y 3.
Interest. . ... 405, 152, 131 10. 63
Mimweilnnecosi. ., 517, 830, 308 13. 58

Total expendibimes. ... .. ieiiiiiiccei.ce.oo...] 3,810,881, 758 100.90

! Inpludes operation, maintenance, and outlays of publio-srvice corporations.

It will be noted that the largest item of disbursement is for educa-
tion, in the amount of $1,002,659,632. Highways, protection to
persons and property, interest, and conservation of heslth and sanite-
tion follow, in the order named.

The following table shows the municipal expenditures for the last
available fiscal year of five States for which we have data:

Municipal ex. j© 50
penditures

1 $101, 979, 41 38.81
87, 224, 007 34 84
44, 525, 501 30.02
ore, 174, 008 i3 H
4, 138, 700 838

1 Includes certaln anrgnmtad villages and townas,
tIneludes munielpat school district expenditures.,

From the above, we believe it may be rouphly estimated thet
municipal expenditures account, on the average, for about 35 per
cent of the total expenditures by the States and all local governments.

163011-33-——18
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(E) Expenditares of Townas and Other Civil Divialons

There remains to present only the expenditures of the loca.l State
governments not mc?uded in State, county, and municipal disburse-
ments. Here, again, recourse is made to a few States on which we
have recent information, as shown in the following table:

Expenditurez| Per cent Lo
of other clvil | total ex-
divislons | penditures

.| 857, 680, M7 21.#2
50,001, 131 24 92

4 L1 0ad 1.4

16, 42, 807 .38

From the above figures, and from certain general considerations,
it is estimated that the expenditures of these local subdivisions aver-
age ahout 20 per cent of total expenditures within the States.

This section is concluded by reproducing & table of State, county,
city, and town taxes of the State of Indiana, furnished by Mr. Charles
Kettleborough, director of the Indiana Legislative Bureau. This
table is valuable for purposes of study and shows a complete break-
down of all expenditures within that State.

- it i earer——— e o
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{F} How Expenditures have Increased

Using the figures given in the preceding pages of this subdivision
of the report as a haais, the increase in expenditures can now be
discussed,

In regard to Federal expenditures, these have increased from
$725,000,000 in 1913 to $3,795,000,000 in 1822 and to $4,220,000,000
in 1931. In other words, Federal expenditures in 1931 were 482 per
cent more than in 1913 and 11 per cent more than in 1922. Tt was
remarked in a former discussion of Federal taxes that the fact that
these taxes decreased from 1922 to 1931 ahout 24 per cent was a
matter which should not be viewed with satisfaction. The reason
for this now hecoines apparent. In spite of a decline of 24 per cent
in tax collections in this 9-year period, In the same period expenditures
have increased 11 per cent.

The cause of this increase in expenditures can perhaps be made
plein froin the following compearison of 1922 and 1931 expenditures
with the percentage increase in each case:

I'nerease in Pederal expenditures

Per cent
Amoant of
Purpose of expenditure ien 1091 of in-
| Incrense crense

General ROVErnment . _ .. ..ccicicicmeccemeaeama- F452, 000, 000 | BAGZ, 000, 000 | $Z340 000, D00 80

Protaction of person and property. . ... . ... 952, 000, 000 848, 000, QD0 {—107, 00G, 00 —11

Conservation of health snd san!tstion.. .o ... 43, 000, 000 18, 000, 00G | — 25, 000, 000 —G68
Development and conssrvation of netural re

BOULCAE. - o eneee s mamimmmmnma— ak, 000, 000 54, 000, 000 49, 000, 000 140

Highways and wnterw?n .......... 167,000,000 | 271,000,000 [ 104, 00K, 000 83

Charltirs, hoapitals, and correctiona_._ 156, 000, DOO 172, D00, 000 | —37, 000, 000 —3

Education hmm e eemcmeeem e 23, D00, D00 17,000,000 | —8, 000, 000 —-M

Racreation 4, 000, D00 19, DOO, (D0 11,000, 000 137

Toberest 291, 000, 00D 612, 000, 000 |—37%, 000, 000 —-B

M lacellanecus:

Panslons, veterans’ insurance, and adjusted-

sarvioe cerHoates o ceeeas 482, 000, 000 875,000, 000 | 413, 000, 60 0

Diabt retirements B cemwee| AT OO0, QOO &40, (1, D00 17, 00, (X0 4

Agriculture, loans and rellef. .. 162, 00, 006 | 1w, 000, 000 |_. ... ._.

Other misoedlANGONI. o om e e cecssm—eramamaaaoa 70, D00, D00 33, 000, 00D | —37, D00, DOD —B3

Tolal_ . i 4, 95, 000, 000 | 4 220, 000, 00 | 435, DOO, (0D 11

The above figures are sufficient to support the following statements
as to the increase and decrease in items of Federal expenditure from
1922 to 1931:

First. The greatest increase in amount of money has been the item
of pensions, veterans’ insurance, and adjusted-service certificates, an
increase of $413,000,000, or 90 per cent.

Second. The next largest increase in amount of inoney has been the
item of General Government, an increase of $230,000,000, or 50 per
cent.

Third. The largest increase in percentage haa been on the item of
development and conservation of natural resources amounting to 140
per cent, or an increase of $49,000,000.

Fourth. The greatest decrease in expenditure has been in the item
of interest amounting to $379,000,000, or a decrease of 38 per cent.,
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Fifth. The totalincreasein expendituresin the 9-year period amounts
to $425,000,000, or 11 per cent. This increase would have been much
larger except for the reduction in the interest item of $379,000,000,
The beneficial effect of reducing the interest charges by debt retire-
ment during prosperous times is made clear by these figures.

In regard to the expenditures of the States, these have incressed
-about 362 per cent since 1915 and about 79 per cent since 1922,
These figures may well be compared with the Federal figures of 482
per cent since 1913 and 11 per cent since 1922, The effect of the war
on disbursements and the difficulty in reducing expenditures after
the war enters into the comparison on the Federal siﬁ% of the picture.

In order to analyze this increase in State expenditures, & compara-
tive teble is submitted for 1922 and 1930, similar to thet already
shown for Federal expenditures:

Increase in Slate expenditures

Par cant
Purpose of expeaditure 1022 1620 Amount 6f § ° o
IncTease crens
Genersl Government $76, 000,000 | $125 000,000 | $49, 000, OCQ a4
Protection to person and property &6, G00, 000 85, 1 K] 26, 000, H00 52
Consarvation of bealth and sanitation.. 24, 000, 000 37, 000, 000 13, 000, (00 54
Development and oonservation of naturel re-

T T S 47, Da0, (00 B4, 0O, 00 37, 000, 000 ™
Hlighways and walerWeYs, . . oorecmcecenana.. 360, 000, H00) 884, 000, 000 | 534, 000, 000 125
Charities, hoapitals, and corrections. |l g [i4.4] 237, D00, 000 7, 000, ;M0 51
Education.._ .. . 357, 000, 000 508, 000, 000 | 243, 00G, 000 47

tion 4, 000, 000 16, 000, 400 12, 00, 000 0
Intarast___ 1,000, 133, 000, 000 60, 0ag, 000 148
Misceltaneows, .. 135, 00, ODG T, 000, —G4, 000, 000 —47

b PRI 1,230,000, 000 | 2, 280, 000, 00O |1, GG, 000, O0G T

The following statements are supported by the shove figures:

First. The largest increase in expenditures in amount of money is
found in connection with the item for highways and waterways, an
increase of $536,000,000, or 125 per cent.

Second. The next largest increase in expenditures in amount of
money is found in connection with the item for education, an increase
of 241,000,000, or 67 per cent.

Third. While the largest increase in percentage is in the case of the
item of recreation, amounting to 300 per cent, since the incresse is
only $12,000,000, the item is not important. The important item in
connection with percentage increases is that of interest. Here the
percentage increase is 146 per cent and the amount of the increase
$60,000,000.

Fourth. The totel increase of $1,010,000,000, or 79 per cent, in
State expenditures is largely accounted for hy increeses in highway
and school expenditures and interest payments. However, the
average increase in the other items appears to be between 50 and 60
per cent.
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In the case of municipal eEenditures, a comparative table for 1922
and 1930, similar to those already shown for the Federal and State
Governments, is submitted for anslysis, as follows:

Increase in municipal expenditures .

Purposs of sxpanditurs 1Pz 1920 Aﬂm"f o}’g;;‘:. .

Gonars] government_ . ... ______._ $110,000,000 | $206, 000,000 | $86, 000, 000G 73
Proteetion to Derdon and property. .. ---] 273, 000,000 441,000,600 | 188, 000, 000 a2
Conservation of health and samtatmn 208, 000, 000 334, 000,000 | 126, D00, 000G 8l
Highweys snd waterwa - 200, 000, 000 805, 000, 000 | 306, 000, 000 103
. Charftigs, hospitals, an corrections. ... 91, (00, 000 173, 000, 00 82, 000, 000 a0
Eduaration 881, 000, 000 { 1, 002, 000,000 | 341, 600, 000 b2
Reqreation._ - 60, 000, 000G 127, 000, 00D 58, 000, 000 B
Interast_ ... 214, 000, K} 405, 000,600 | 191, 600, 000 B
Miscellaneons 258, 000,000 | B8, 000, 000 | 230, 00O, D00 8
T OLE) e e m e cimm e am e ————————— 2,222,000, 500 | 3,810, 000, 000 |1, 588, D00, 000 Th

The above data substantiate the following statements:

First, The largest incresse in expenditures in amount of money
occurs in the item of education, an increase of $341,000,000, or 52
per cent.

Second. The next largest increase in expenditures in amount of
money and the largest in percentage occurs in the item of highways,
an increase of $308,000,000, or 102 per cent.

Third. The item of interest shows an increase of $191,000,000, or 89
per cent; the item of protection to person and rope.rty, $1 68 000 000,
or 62 per cent; and the item of conservation of health and samtat.lon
$126,000,000, or 61 per cent.

Fourth. The totalpmcreaaa in the 8-year period is $1,588,000,000, or
71 per cent. It will be noted that this increase is largely due to the
items of highways, schools, interest, police and other protection, and
sanitation.

Sufficient data are not at hand to analyze accurately the increase in
county expenditures and the increase in township expenditures.
However, irom what information is &t hand, it 1s behevedx]l;at. county
expenditures have increased about 35 per cent in the last nine yoars
and town and similar local government expenditures about 30 per cent.

On the basis of actual figures and of our estimates previousll; noted,
the following table may be constructed as to total expenditures for
1922 and 1930-31:

Artnal ar estimatad tolsl es-

peadituras
Jurladiction
1922 183041
Fedorad i $4, 220, 000, 000
Btate... ._ 2, 200, 000, 000
County...... 1, 506, 000, 000
Municipal.. . 8, 810, 000, 000
Cthet local 1, 588, 000, 0DO
Total 13, 411, D00, OMO
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From the above it is evident that Federal expenditures increased
11 per cent from 1922 to 1931, If State, county, city, and other local
expenditures are added together, it will be found that such expendi~
tures amounted to $5,837,000,000 in 1922 and to $9,191,000,000 in
1930-31. This represents an incresse in State and local expenditures
of $3,354,000,000, or 57 per cent,

In any event, it is perfectly evident that there has been a tremend-
ous increase in total expenditures of all our governments, collectively,
in the last 20 years amounting to perhaps 400 per cent, and that there
has been & large increase in the last nine years amounting to not less
than 40 per cent. Tbese expenditures are well wortb further study,
but they should not be too lightly condemmned until it is deteyrmined
how much meore the public got for their money in 1931 than in 1922,
One obvious point, that has slready been mentioned, musit be stressed,
namelg the reduction of public debts in prosperous times is & most
desirable objective, for it results in lower interest charges in later years
when these charges may be most difficult to meet.

8., REMARES ON FCREIGN TAX SYSTEMS AND REYENUE DERIVED
THEREFROM

(A) Great Britain

The United Kingdom derives its tax revenue from income, estate
and inheritance, excise, stamp, land, tariff, and other taxes; and
miscelleneous revenue from postal, telephone, and telegraph services,
crown lands, sundry loans, ete. The totel tax revenue of the United
Kirgdom, including teriff revenue, amounted in rournd figures for the
fiscal years 1930, 1931, and 1932, to $3,384,000,000, $3,519,000,000,
and $3,665,000,000,! respectively; while the total revenue, that is, the
tax revenue plus receipts from sources otber than taxes, was $4,075,-
000,000, $4,286,000,000 and $4,257,000,000, respectively, for the
years mentioned. The classified receipts from all sources are shown
in deteil in Exhibit 21 of the appendix.

Taxes are also inposed by ]ocai) governmental units and the revenue
from these duties is shown on Exhibit 22 of the gppendix for the fiscal
years 1928 and 1929. The total tax revenue of local governments in
Englend and Wales for these years was $1,629,000,000 and $1,656,-
000,000, respectively, and was derived principally from fees, tolls,
rents, licenses, etc., and from texes on property. Other revenue
expended by local bodies is supplied from tlge British exchequer in the
form of grants for specific purposes, and is shown as an expenditure of
the national government.

Making an approximation for local taxes collected in Scotland and
Northern Ireland, it appears thet the total tex bill of the United
Kingdom is about $6,200,000,000 annually. The population of the
United Kingdom is about 46,000,000, so that this tax bill indicates an
average per capita burden of $135. The per cepita burden in the
United S};ates is $77, or about 57 per cent of the British burden.

THE INCOME TAX

Foremost in importence in the British tax system is its income tax.
Ap in the United States, the tax is levied on the income of individuals
and corporations. It covers all income, of whatever nature: Profits

1 Prolitninary figure for 1932,
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from the ownership of lands and buildings, the occupation of land,
investments in public funds, trades, professions, vocations, and
profite from offices, employment, and pensions. The British defini-
tion does not include in income gains derived from the casual sale of
stocks, bonds, and other property, a4 is the case in the United States.

The income tax in Great Britein does not tax corporations sepa-
rately as in the United States, but is levied on all persons, both indi-~
vidual and corporate. The tax on corporate dividends is collected
at the source (from the corporution) at the standard rate (25 per
cent), and the balance of the dividend is trensmitted to the taxpayer
free from the normal income tax but not from the surtax on incomes.
If the tax thus deducted at the source is more than the tax would have
been if the taxpayer had received the gross dividend and peid the tax
thereon, he is entitled to a refund of the amount deducted in excess.
The result is that the actusal totel collected on domestic dividends of
corporations is the same as the tax on any other form of investment
income,

The income tax as apphicable to individuals at the present time con-
pists of a normal tax 01})1254 per cent on the first 175 pounds (about
$875) of net income, and 25 per cent on the balance over 175 pounds,
a8 aga.i.nst our Federal normal tex of 4 per cent on the first $4,000 of
net income and 8 per cent on the bhalance over $4,000. 'The British
surtax is graduated from 5% per cent on nei incomes in excess of
2,000 pounds (about $10,000) to 41% per cent on net incomes in
excess of 50,000 pounds (about $250,000}, as compared with the Fed-
eral surtax, which startes at I per cent on net incownes in excess of
$6,000 and reaches 55 per cent on net incoines in excess of $1,000,000.

The British exemptions and credits for dependents are 100 pounds
{about $500) for a single person, 150 pounds (ebout $750) for a mar-
ried person, and 50 pounds {(about $250) for the first child and 40
pounds (about $200) for each additional child, ae against our Federal
exemption and credit of $1,000 for a single person, $2,500 for a
married person, and $400 for each dependent. 'The British law
taxes earned income at & lower rate than unearned income, permitting
a deduction from the net income equal to one-fifth of the earned net
income, himited, however to 300 pounds, or about $1,500. At the
present time our Federa] income tax law does not distinguish between
earned and unearned income.

The following table illustretes the difference in amount of tax paid
gn given net incomes in the United Kingdom and in the United

tates:

Married person, ne dependents,! maximum earned income

{Converslon unlt: 1 pound sterllog equsls $5)

Amount of net T“{,!ﬁﬁ In ! T“{,!ﬁﬂ in
income Klngdom States
2,000, 00 $106. 25 .00
2,000, 00 308, 13 20, 00
&, 000, 0O 703.13 100. 00
10, 000, 00 1,828, 13 480, 00
56, 00G. 00 15, 425, 00 B, 600, 00
100,000.00 | 47, 797.80 | 3010000
1, 000, 000, 00 838 487 50 571, 100000
]

1 Hoa alao comparative table at
unit of $4.86 per pound,

g

d of thls saction (sec. 8), showing simlar sxamples, with apnveralon
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1t will be noted from the above table that a net income of $3,000
received in Great Britain by & married person, with inaximum oarned
income and no dependents, pays about fifteen times the amount of
tax paid in & eimilar case in the United States. In & similar menner,
& net income of $5,000 received in Great Britain pays seven times, of
$10,000 four times, of 350,000 two and one-fourth times, of $100,000
one and one-half times, and of $1,000,000 one and one-ninth times the
amount of tax peid in the United Statea.

BRITISH DEATH DUTIES

The next largest smfle source of tex revenue is from the death
taxea. These consist of two taxes—one a tax on the net- share passing
to the beneﬁmary, similar to the “inheritance taxes’ of our States
and the other a tax on the net estate, which is aimilar o our Fedaral
estate tax. The British estate tax starts at 1 per cent on net estates
of $500 and reaches 50 per cent on net estates in excess of $10,000,000.
The tax on sheres of beneficiaries, or inheritance tax, ia levied accord-
ing to the degree of relationship of the beneficiary to the decedent.
The rates are 1 per cent for & husband, wife, father, mother, or eny
lineal ancestor; 5 per cent for & brother, sxster, or lineal descendant
of brother or aister; and 10 par cent for other peraons.

The revenue received from the death duties emounted to $396,-
000,000 in 1930, to $415,000,000 in 1931, and to $325,000,000,! in 1932
&s shown in Exhibit 21, of the a.ppendlx

EXCISE TAXER

The British excises are about 42 in number, and are shown in
Exhibit 23 of the appendix, with the receipts from each excise for the
ear 1931. The total revenus received from excise duties in Grest
ritain amounted to $637,000,000 in 1930, to $621,000,000 in 1931,
and to $599,000,000 ' in 1932

BTAMP TAXES

The stamp duties levied in Great Britain are eight in number.
The total receipts from these duties were $127,000,000 in 1930,
$102,000,000 in 1931, and $85,000,000* for 1932. The stamp taxes
and the recalpts from each for 1931 are shown in Exhibit 24 of the
appendix.

OTHER TAXES

Verious other duties are levied, which are not comparable to any
texes imposed by our Federsl Government. These taxes and the
receipts from each for 1930, 1931, and 1932 are shown in Exhibit 21
of the appendix.

CUSTOMS
In totel revenue, the tariff duties of Great Britain are second to
the income tax in y'leld producing approx:lma.telg 14 per cent of the

total. The receipts from tariff duties amounted to $603,000,000 in
1930, to $609,000,000 in 1931, and to about $681,000,000 in 1932.

+ Praliminary Sgure for 1602,




224 PRELIMINARY REPORT ON FEDERAL AND STATE TAXATION

1t may be noted from the exhibits that the British excise on tobaceo
does not yield a large amount of revenue. The principal revenus
derived from tobaeco in Great Britain is from tEe tariff on this
roduct. The United Kingdown produces & small amount of tobaceo,

ut imports & large quantity. The net yield from the tariff on this
commodity amounted to $314,546,010 in 1930 and to $320,939,545
n 1931.

OTHER BEVENUE AND EXPENDITURES

Qther revenue of the United Kingdom, which is not derived from
taxation, is shown in Exhihit 21 of the appendix. The classified
expenditures of the Urnited Kingdomn are shown in Exhihit 25.

(B) Franeeo?

France raises its revenue from taxes on income, estates and inherit-
ances, sales, monopolies (tohacco, matches, ligl,lt.ers, and powder)
hiquors, transportation, and miscellaneous suhjects, and from tarif

uties.

The total tax revenue of France for the fiscal years 1930, 1931, and
1932 was $2,869,000,000, $2,094,000,000, and $1,981,000,000, respec-
tively, as compared with a total revenue, including receipts from
taxes and all other sources for these years, of $3,109,000,000,
$2,333,000,000, and $2,098,000,000, respectively.

THE INCOME TAX

Income taxes are levied according to schedules, with specific rates
for each schedule, and & general income, or surtax, which is levied
on all incomes of individuals above 10,000 francs. The schedules
are classified in accordance with the source of the income. These
classifications of income are: (1} Industrial and commerecial profits;
{2) sgricultural profits; (3) salaries, wages, pensions, and annuities;
{4) professional incomes; (5) income from land and buildings; (6) in-
come from mining; and (7) income froin transferable securities. {See
comparative table at end of this section (sec. 8) for examples of
Trench income tax.)

INDTUBTRIAL AND COMMERCIAL FROFITA

Ordinary business profits.—This is & graduated tax, running from
45 francs on amounts between 800 and 1,500 francs to 6,750 francs
on amounts between 45,000 and 50,000 francs. On net profile in
excess of 50,000 francs, the rate is 15 per cent. )

Taz on business {urnover—This tex is levied on gross receipts In
excess of 1,000,000 francs. It is graduated from 1.2 francs per thou-
sand on gross receipts between 1,000,000 and 2,000,000 francs to &
franca per thousand on gross receipts in excess of 200,000,000 francs.
This is in addition to the general sales or turnover tax.

AQRICULTURAL FPROFITB

The first 2,500 francs of net income from this source are exempt.
The rates are: 2,500 to 4,000 francs, 3 per cent; 4,000 to 8,000 {rancs,
§ per cent; over 8,000 francs, 12 per cent.

C, For much of the information on French texea we are [ndebied to Mr. André Bernard, of the Library of
OTETEAL
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BALARIER, WAGES, PENAIONS, AND ANNUITIES

The first 10,000 francs of income in this case ere exempt. The
rates are as follows: 10,000 to 20,000 francs, 5 per cent; 20,000 to
40,000 francs, 7% per cent; over 40,000 francs, 10 per cent.

INCOME FTROM FPROFESBIONS, BTC.

Officeholders (notaries, etc.) are taxed at the same rates aas in-
dustriel and commercial profits, above. On other noncommercial
income (income from professions) the rates are: 10,000 to 20,000
francs, 6 per cent; 20,000 to 40,000 francs, 9 per cent; over 40,000
franes, 12 per cent.

INCOME PROM LANDE AND BUILDINGB

This class of income is taxed at a flat rate of 16 per cent. It is
based on the rental value of the land or building.

INCOME FROM MINING

There are two taxes on income from mining; (1) a tax on the surface
of the mining concesgion of 1.2 francs per hectare (2.47 acres) and
(2) a tax on the net Income of 25 per cent.

INCOME FROM TRANBFERABLE BECURITIES

These taxes are imposed according to the kind of security, ss
follows: Dividends or interest from l]i'Erench gecurities, 16 per cent;
from foreign securities, 18 per cent; ° interest on loans and deposits,
16 per cent; directors’ percentages, 18 per cent; winnings from
lottery bonds, 368 per cent; and premiums on redemption (of prom-
1B8eTy notes, ete.}, 16 per cent.

THE SURTAX

In addition to the tax on incomes from specific sources discussed
above, there is levied & general income tax, covering all income of
individuals, in the nature of a surtex. It is imposed on incomes in
excess of 10,000 francs, at rates starting at 1.33 per cent on net
incomes between 10,000 and 20,000 francs, reaches 32 per cent on
net incomes hetween 500,000 and 550,000 francs, and is 33} per cent
on amounta ef net income in excess of 550,000 francs.!

The total revenue derived from the income taxes for the fiscal
years 1930, 1931, and 1932 amounted to $619,000,000, $535,000,000,
and $478,000,000, respectively. The income taxes are, therefore, the
most important source of tax revenue in France.

TAXES ON TRANSFERS AT DEATH AND INTER YIYOS

France levies both an estate tex and an inberitance tax. The
former falls on the net estate passing from the decedent; the latter is
a tax on the share received by the beneficiary. There is also levied
4 tax on gifts inter vivos.

320 per cont under act of July 15, 1632
¢ Act of July 15, 1832, increases these ratas. (radusilan starts at 134 per cent and reaches s mazimum
of 40 per cent on Incomes in excesa of 1,500,000 francs,
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The estate tax is levied according to the numbaer of children hvi
or survived by issue. If one child is living or a survivoer of a chilﬂ,
the rates are graduated from 0.6 per cent on estates of from 1 to
2,000 francs to 25.2 per cent in case of estates of over 500,000,000
francs. If no children are left or survivers thereof, the rates are
graduated from 3.6 per cent on estates of from 1 to 2,000 francs to
46.8 per cent on estates in excess of 500,000,000 francs. There is no
estate tax if there are more than one child living or survived.

The inheritance tax is levied according to the degree of relationship
of the heneficiary to the decedent. It is graduated from 1.2 per cent
on lineal descendants of the first degree on shares of from 1 to 10,000
francs to 56.4 par cent in the case of relatives beyond the fourth degree
and persons unrelated, on shares in excess of 50,000,000 francs.

The tax on gifts inter vivos is levied according to the degree of
relationship of the donee to the donor, and is graduated from 3 per
c?niil to g;!fS per cent according to this degree, but not as to the amount
of the gift. .

The revenue from these taxes is shown in Exhibit 26 of the appendix
under the heading “Registration duties.” The receipis from registra-
tion duties for the fiscal years 1930, 1931, and 1932 amounted to
$638,000,000, $307,000,000 and $260,000,000, respectively. However,
there are included under this head revenue from taxes on the transfer
of real estate and on the transfer of securities.

THE SALES OR TURNOVER TAX

Next to the income taxes, the turnover tax produces the largest
amount of revenue. The receipts from this tax in the fiscal years
1930, 1931, and 1932 totaled $496,000,000, $350,000,000, and
$301,000,000, respectively.

The present tax, enacted into law in 1920, consists of a 2 per cent
levy on gross receipts from sales within and imports into France, a
2 per cent levy on gross commissions and other proceeds from the
sale of commercial services, a luxury tax at varying rates on sund
articles, a production tax of 2% per cent on sales and imports of coal,
a production tax of 3)% per cent on sales and imports of fertilizers, a
slaughterhouse tax at varying rates, and special importation taxes
on tea, coffee, automobiles, sulphur, and sugar. The French turn-
over tax permits of pyramiding. (See Exhibit 32 of tbe appendix
for a more detailed description of this tax.)

TAX ON LIQUORS, TRANSPORTATION, AND MOTOR YEHICLES

Taxes known as ‘‘contributions indirectes” are levied on liquors,

freight and passenger rail and water transportation, and motor
vehicles. The revenue from these sources in the fiscal years 1530,
1931, and 1932 was $348,000,000, $273,000,000, and $254,000,000,
respectively.

GOYERNMENT MONOPOLIES

This source is next in importance in amount of revenue realized.
The monopoly taxes are those on tobacco, matches, lighters, and
powder. The receipts from these taxes in tbe fiscal years 1930, 1831,
and 1932 amounted to $245,000,000, $208,000,000, and $210,000,000,
respectively.
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OTHER INDIRECT TAXESB

Other indirect texes, in addition to the taxes discussed above,
include stamp taxes, of which there are a large number, levied on
nearly all forms of legal and financial documents; and taxes on stock
exchange transactions, colonial produce, coffee, vanilla, gasoline and
petroleum produots, salt, sugar, heavy mineral oils, benzols, eto.

There are many miscellaneous taxes, such as taxes on carriages,
horses and mules, clubs, societies, meeting halls, game preserves,
licenses, drainage, dredging, gambling in casinos, clubs, and on pari-
mutuel machines.

THE TARIFF DUTIES

The tanff duties are fourth in importance as a source of revenue.
Important characteristice of the tanfi duties are: The rates are
generally specific and not ad valorem, are fixed by law as a rule, and
two rates exist for every group of articles in the tariff schedule. One
of these rates covers Lmportations from countries having no trade
sgreement with France; the other, importations from countries having
trade agreementa negotiated through commercial treaties,

The revenue from this source in the fiscal years 1930, 1931, and
1932, amounted to $217,000,000, $191,000,000, and $237,000,000,
respectively, :

OTHER BOURCES OF REVENUE

The reeeipts from other sources of revenue than taxes in the fiscal
years 1930, 1931, and 1932, amounted to $240,000,000, $239,000,000,
and $117,000,000, respectively.

TAXESR BY LOCAL GOYERNMENTR

Many of the taxes discussed above are levied, in part, for the bene-
fit of depariments, communes, and otber lecal bodies. In addition,
these local bodies, including municipalities, levy taxes of their own.
The taxes discussed, and the revenue therefrom, are shown in Exhibit
26 of the appendix. The public expenditures of France are shown in
Exhibit 27 of the appendix.

{C) Germany

.The revenue of Germeny is raised from texes on income of indi-
viduals and corporations, on inheritances and gifts, on general
}ﬁ;)perty, on sales, and on imports and on miscellanecus objects,

e larger revenue producers are the income taxes, the tariff, the
tobacco tax, and the turnover tax. The total revenue for the fiscal
year 1931 was 9,025,600,000 reichsmarks, or, in round figures, about
$2,500,000,000.

The taxes levied and the receipts therefrom are shown in Exhibit
28 of the appendix. The expenditures of (Germany are shown im
Exhibit 29.

INCOME TAXES

The income taxes are levied on the entire net income in the case of
residents, and the net income derived in Germeny in the case of
nonresidents.
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Individusl income taxes (taxes on physical persons} consiat of &
basic income tax, a surtax, and additional taxes on specific classes of
income for speciﬁc purposes for the fiscal years 1931 and 1932, The
basi¢ income tax on individusls is graduated from 10 per ¢ent on net
incomes up to 8,000 reichsmarks to 40 per eent on net incomes in excess
of 80,000 reichamarks, The surtax for the fiscal years 1931 and 1832
is & flat tax of 5 per cent on net incomes in excess of 8,000 reichsmarks.
{See comparative table at end of this section (sec. 8) for examples of
(German income tax.)

The additional taxes for 1931 and 1932 on specific classes of income
consist of {1} a tax on wages and salaries of from 1 per cent on 300
reichsmarks to 5 per cent on smounts over 5,000 reichsmarks; (2) a
tax on recurrent emoluments, running from 14 per cent on amounts
of 1,000 reichsmarks, or less, to 5 per cent on amounts in exceas of
3,000 reichsmsrks; and (3) a tax on other classes of income of from
0.75 per cent on net incomes of 3,600 reichsmarks, or less, to 4 per
cent on net incomes in excess of 1,000,000 reichsmarks. The revenue
from these taxes is for the relief of the unemployed and they sre
known as crisis taxes.

The corporation income tax is graduated in the cese of limited
liability corporations. The rates run from 10 per cent on the firet
8,000 reichsmarks of net income to 30 per cent on net incomes in
excess of 28,000 reichsmarks, the total tax not to exceed 20 per cent
of the gross income. Qther corporations are taxed at a flat rate of
20 per cent of the net income.

he revenue derived from the income taxes for the fiscal year 1931
amounted to 3,210,700,000 reichsmarks, or about $802,000,000, of
which amount about $690,000,000 was from individusal income faxes
and $112,000,000 from the tax on corporations.

INHERITANCEB AND QIFTE INTER VIVOB

The inheritance tax is levied on the share received by the bems-
ficiary, and the tax on gifts inter vivos is levied on the amount
received by the donee of the gift. B

The rates are the same for each tax. They are graduated according
to the degree of relationship of the beneficiary to the decedent in the
case of the inheritance tax, of the donee to the donor in the case of the

ift tax. They start at 2 per cent in the case of husband, wife, chil-

ren, etc., on inheritances or gifts of from 1,000 to 10,000 reichsmarks,
and reach 60 per cent in the case of strangers-in-blood on amounts in
axcess of 10,000,000 reichsinarks.

The revenue reslized from these taxes amounted to 79,000,000
reichsmarks, or about $19,700,000 in the fiscal year 1931.

THE TARIFF

The second largest source of revenue after the income taxes is from
tbe tariff duties. The yield from this source in the fiscal year 1931
was 1,083,000,000 reichemarks, or about $270,000,000.

TEE TOBACCO TAX

The tobacco tax produced 1,058,000,000 reichsmarks in the fiscsl
year 1931, or about $264,000,000, and was the third largest single
source of revenue. It is levied on the manufacture or importation,
and is based on the retail price.
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TURNOYER TAX

A gross sales, or turnover tax, of 2 per cent is levied on gross cash
incomes from industrial or professionsl activity (excepting weges).
It is fourth in importance as a source of revenue., The receipts from
the turnover tax for the fiscal year 1931 amounted to 996,200,000
reichsmarks, or about $249,000,000,

GENERAL PROPERTY TAX

A tax is levied on real and personel property, running from 0.3 per
cent to 0.75 per cent of the wﬁue, graduated according to the class of
property texed. It produced in the fiscal year 1931 about 450,100,000
reichsmarks, or about $112,000,000.

TRANSBPORTATION TAXES

A tax is levied on freight and passenger transportation. It me-
counted for 315,200,000 reichsmarks of revenue in the fisca] year 1931,
or about $78,000,000.

AUTOMOBILES

The tax on motor vehicles is a license tax, and produced 208,900,000
reichsmarks of revenue in the fiscal year 1931, or about $52,000,000.

TAX ON CIRCULATING CAPITAL

Taxes are levied on circulating capital, consisting of a tax on cor-
porations, a tax on stocks and shares, and a turnover tax on stock
gpeculation. Stocks are taxed from 1 to 2 per cent based on the
market value of shares: bonds, from & to 20 pfennigs per instrument;
a brokerage tax is levied of from 2 to 7% pfennigs; cooperative associa-
tions are taxed 373 pfennigs per 100 reichsmarks of capital; specula-
tion in stock 4 to 15 pfennigs per 100 reichsmarks; and corporation
charters, 5 marks per 1,000 of capital. The yield from these taxes
was 59,700,000 reichsmarks in the fiscal year 1931, or about
$14,000,000.

OTHER TAXES

Many other taxes are levied. Among these is a stamp tax on the
execution of bills of exchange of 10 pfennigs per 100 reichsmarks; a
tax on the purchase of insurance baseg on the amount of the premium
or amount of insurance purchased; s tax of 3 %er cent on the acquisi-
tion (transfer) of land, based on the value of the property (2 per ~ent
additional local tax in the case of land speculation); & betting and
lottery tax levied on wagers or public lotteries; a tax on the manu-
facture or importation of sugar based on the weight and quality; a tax
on lighting materials, which is levied on the manufacture or importa-
tion of eleciric-light bulbs, burners, ete.; a tax on combustibles,
levied on the manufacture or importaton of matches and candles;
4 tax on the manufacture or importation of playing cards; a tax on
the manufacture or importation of beer or sunjf;r drinks, based on
quality, classified as follows: simple, up to 6.5 per cent alcohol; full,
11 to 14 per cent alcohol; strong, 16 per cent aleohol and higher; s
tax on the manufacture of sparkling grape and similar wines, ineasured
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by the size of bottle; a tax on the manufacture, selling, or importation

of natural or manufactured mineral drinks (t-emporanﬁy suspended for
1932 and 1933); spirits monopoly tex, a tax on the manufacture or
importation of brandy and brandy products, ether and ether products,
measured by the alcoholic content; and a tax on the manufacture or
importation of vinegar and other acetic acid products.

LOCAL TAXES

TLocal revenies are raised partly from the taxes levied by the Reich,
a fixed })ercent.aga of certein taxes bemF specified for this purpose, and
partly from taxes imposed by the local bodies themselves.

(D) Japan

In the Japanese tax system, the texes on incoms, liquors, imports,
sugar, lands, and business profits are the more 1mportant. sources of
revenue, in the order named. A tax on inheritances end gifts and
many other taxes are levied.

INCOME TAX

For tax purposes incomes are divided into classifications, and
rates and a.lfowances are applied according to the class.

The income of 1nd.1v1dua]p (Class III} not included in other clas-
sifications is taxable at rates renging from 0.8 per cent on net in-
comes up to $600 to 36 per cent on met incomes in excess of $2,-
000,000. QGross incomes under $600 and net incomes after deduc-
tions for esrned income and dependents under $600 are exempt
from tax. A deduction of 20 per cent of the income earned by per-
sonal exertion is allowed if the gross income is under $3,000; 10 per
cent if the gross income is under $6,000 and the earned income is
less then $3,000; and if the gross income is under $6,000, but the
earned income exceeds $3,000, & deduction of 20 per cent of the
first $3,000 and 10 per cent of the earned income in excess of $3,000
is allowed. .

Class I-A includes ordinery income of & corporation. A corpora-
tion in this class having its principal office where the law is in force
is taxed 5 per cent of its net income.

Class I-B includes the excess profits of & corporation, which are
divided into three classes: {1) That part of the net income in excess
of 10 per cent and up to 20 per cent of the invested capital is taxable
at 4 per cent; {2) that part of the net income in excess of 20 per
cent and up to 30 per cent of the invested capital is taxable at 10
per cent; and that part of the net income in excess of 30 per cent of
the invested capital is taxable at 20 per cent.

Cless I-C covers the net assets of corporations when Liquidated
or merged. These assets are divided into two classes, and the total
of reserves and income exempted {rom income tax are t.axa.hle at 5
per cent and other assets are taxable at 10 per cent.

Class I-D includes undivided profits of consolidated corporations.
The tex rate is the percentage which the sum of 10 per cent of the
first $25,000 of mmcome, plus 15 per cent of the amount between
$25,000 and $50,000, plus 20 per cent of the amount between $50,000
and $250,000, pIus 25 per cent of the amount between $250,000 ‘and
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$500,000, plus 30 per cent of the amount in excess of $50,000 bears
to the total ordinary income of the consolidation. For example,
suppose the ordinery income of a consolidated corporation to be
81,000,000, the sum of 10 per cent of the first $25,000 equals $2,500;
15 per cent of the next $25,000 equals $3,75(; 20 per cent of the next
$200,000 equals $40,000; 25 per cent of the next 3250,000 egquals
$62,500; 30 per cent of the excess of $500,000, or $500,000, equals
$150,000 and amounts to $258,750, which is 25.875 per cent of the ordi-
nery income of $1,000,000, and this percentage is the rate of tax
which is applied to the undivided profits of the consolidated corpora-
fion. :

Class I-E covers the income of foreign corporations, which is taxeble
at 10 per cent of the ordinary income.

Class II covers income fromn interest. Interest on public bonds
is taxable at 4 per cent, and other interest at 5 per cent.

Class 11T covers the income of individuals and is discussed above,

Any tax on interest paid by a corporation under Class IT is deduct-
ible from the tex payagle in Class lfp

LAND TAX

For tax purposes, land is also classified. Residential land is tax-
able at 2.5 per cent of the value, rice and other farm lands et 4.5
per cent, and other land at 5.5 per cent. Farm lands of farmers
cultivated by them valued at less than $100 are exempted to en-
courage independent farming. The taxable, or official value of land
is reached by capitalizing the rental value, the ¢axable value hein
ten times the annual rental value, or annual net earnings, of the land.

BUBINEBS TAX

Net profits of all business, corporation or individual, are subiect
to this tax. The rate on net profits of business conducted by indi-
viduals is 2.6 per cent, with an exemption of net profits under $200.
The rate on corporation net profits is 3.6 per cent, with no exemption.
To avoid double taxation, individuals are allowed to deduct from the
net profits the amount of income from cepital interest subject to the
capital interest tax, and from the tax on net profits of business any
tax paid on land used for the business from which the profits were
made. Corporations are allowed to deduct from the business tax
the amount of any capital interest or land tax paid.

CAPITAL INTEREST TAX

Interest on capital invested is texahle at 2 per cent. The purpose
of this tax, together with the land and business taxes, is to supple-
ment the income tax, end to eliminete unfeir distribution of the
burden of tex between income earned from personsl exertion and
income from invested capital.

INHERITANCE AND GIFT TAX

A tex is levied on the inheritance received by the beneficiary
according to his position, his relationship to the decedent, and the
amount of the inheritence. An estate velued at less than $2,500 is
exempt to & heneficiary who succeeds to the headship of & house, and

183011—33——18
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shares of 3500 are exempted in the case of relatives of the decedent.
The rates range from 0.5 per cent on net estates under $2,600 in the
case of a succeseor to the headship of a house, to 18 per cent on net
estates in excess of $2,500,000; and in the case of relatives, from 1
per cent on net shares under $500, to 21 per cent on net shares in
excess of $2,600,000.

Gifts of property other than real estate, where the above law is in
force, exceeding 3500 in value are taxed as iegacies and the rates of the
inheritance tax are applied. Trusts are treated as gifts as of the
time of the transfer of the trust interest. If & beneficiary is not
named, or is not in existence at the time the trust is created, a direet
descendant of the creator of the trust is considered as the beneficiary
and the tax is assessed against the trustes,

TAX ON LIQUORA

The tax on liquors consists of & tax on sake (& form of whisky),
beer, and alcohol and aleoholic liquors. These taxes produce a
larger amount of revenue than any other tax levied.

he tax varies from $18 per barrel on sake containing not more than
23 degrees of alcoho] to 320 per barrel for sake containing more than
23 degrees alcohol and $0.90 per barrel for each degree of alcohol
above a given number of degrees. Beer is taxed at 312.50 per barrel.
The tax on aleohol and sleoholic liquors falls on all liquor not suhject
to the sake, or beer taxes, including wines, at the rate of $0.90 for
each per cent of alcohol contained in a barre] of liquor. The mini-
mum rate on such liguors is $21 per barrel. No taxis levied on wice
or other alcoholic liquors made from fruits.

BUGAR EXCISE

This tax is a consumption or sales tax on sugar, molasses, and
sirups taken from bonded warehouses, manufactories, and so forth,
for utllomeatdc consumption. The rates range from 30.25 to 35 per
picul.

TAX ON BOURSES

There are two taxes levied on stock exchanges. The first is &
bourse business tex levied on hourses not organized as corporations.
The rate of this tax is 15 per cent of the commissions received. The
second tax is a bourse tax intended to reach margine! transactions,
and is levied at the following rates on the sale price:

Local loans and company debentures:

To be settled within 7 days. _ . . e 0. 610000
To be settled ofherwise L . oL 1710000
Negotiable papers:
To be settled within 7days_______________________________.. 1. 5/1000Q
To be seftled otherwise_ _ - . . oo 2. /10000
Merchandige. - o i 2. 5/10000
MONQPOLIES

The profits of monepolies constitute an important source of revenue.
These monopolies include tobacco, salt, and camphor, and are oper-
ated under governmental control. No taxes are imposed on the
cominodities produced.
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OTHER TAXESB

Other taxes than those mentioned above include taxes on mining,
issues of bank notes, table waters, textile fabrics, documents, and
other subjects.

Tariff duties are also imposed.

The revenue receipts of Japan for 1930 and 1931 are shown in
Exhibit 30 of the appendix. HExpenditures are shown in Exhibit 31.

{E} Other Forelgn Countries
CANADA

The revenue system of the Dominion of Canada consists of income
taxes, a sales tax, a long list of excise duties and excise taxes, and
tariff duties.

INCOME TAX

An individual income tax is levied on the net incomes in excess of
exemptions, which are $2,400 for a married person or a person with
dependents, and 21,200 for a single person, or a person without
dependents. The rates are graduated from 2 per cent on net incomes
of $2,000 or less, to 50 per cent on net incomes in excess of $500,000.
A surtax of 5 per cent, 18 imposed on het incomes in excess of $5,000.

A corporation income tex is levied on net incomes in excess of $2,000.
The present rate is 11 per cent.

BALER TAX

A sales tax of 6 per cent is levied on the sale price of all goods
roduced or manufactured in Canada, or on the duty paid value when
mported, subject to a long list of exemptions. Certain other com-
modities are subject to a tax of only 50 per cent of the standard rate.
By a syatem of licensing, pyramding or cumulation of the tax by
falling several times on a commodity as it passes from producer to
consumer, ig said to be effectively prevented. For instance, a licensed
roducer may sell to a licensed manufacturer, and a licensed manu-
Facturer may goll to a licensed wholesaler, and so on, free of the tax,
the sale of the commodity being subject to tax only when it passes
from a licensed dealer to an unlicensed dealer or to the consumer.
This tax, first imposed in 1920, hes been subject to many changes
in form and rate. PI‘he revenue from it has varied from 10 per cent
to as high &8 29 per cent of the tax revenue. It produced about
11 per cent of the tax revenue in 1830, when the rate was 4 per cent.
A more complete statement on the Canadian sales tax will be found
in Exhibit 32 of the appendix.

EXQIBE DUTIES

Excise duties are levied on spirits, malt (3 per cent and 5 per cent),
malt iquors (16 centa per gallon}, cigars ($3 per thousand), cigarettes
{weighing not more than 3 pounds per thousand, $6; more than 3
pounds per thousand, $11) tobaeco {20 cents per pound), foreign leaf
atemmeg and unstemmed {40 cents to 60 cents per pound).
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EXCIBE TAXES

Excise taxes are in addition to the sales tax and exaise duties. They
are levied on matches, automobiles (5 per cent on cost up to $1,200, on
cost above $1,200, 10 dper cent), playlng cards, cigars {cigars costing
up to $40 per thousand, 50 cents per thousand, costing more than $40
per thousand, $3 to $8 per thousand), wines (7} cents to $1.50 per
gallon), ale, beer, ete. (12} cents per gsilon), stamps on checks, money
orders, and bank receipts {over 85 In amount 2 cents each}, postel
notes and bills of exchange (I cent each), transfers of stock, honds,
and debentures, except Federal and Provincial issues {one-tenth of
1 cent per share). Special excise taxes are levied on imported goods.

OTHER TAXES

Other taxes inciude levies on chartered banks (1 per cent on average
amount of notes in circulation), insurance companies, except life and
marine {1 per cent of net premiums received in Canada), unlicensed
insurance written with British or foreign unlicensed companies {15 per
cent of foss premium paysable), stamps on letters or post cards {1

¢

cent each}, and on exEOrt of electrical energy {three one-hundredth
of 1 cent per kilowatt-hour).

AUSTRALIA

SALES TAX

Australia adopted a sales tax on August 18, 1930. The original
rate was 2% per cent but it was raised to 6 per cent by an act of
Parliament effective July 11, 1931.

The law requires the registration of all manufacturers and whole-
salers and the tax is levied on the sales value of goods manufactured
in or imported into Australia when such goods are sold to unregis-
tered persons, It would appear that no tax attaches to the sale by a
registered manufacturer to a registered wholesaler and that the act
is intended to be effective on the wholesale price whenever possible.
If a registered manufacturer sells at retail, the measure of the taxis
the fair market value of the goods as if they had been sold at whole-
sale, and if a registered manu%acturer applies goods to his own use the
measure of the tax is the fair market value of the goods as if they had
been sold in the ordinary course of trade.

The taxes of New South Wales, Queensland, and Tasmenia are
as follows:

NEW SOUTH WALES

An income taxis imposed on income from personsl exertion, ranging
from 7 pence to 60 pence per pound. Income from property is taxe
from 9 pence to 60 pence per pound. Income from employment is
taxed 12 pence per pound and other income 7% pence per pound,
for unemployment relief. An income tax of 1 per cent is levied on
wages, and is paid by the emgloyer. A tax is levied on the income
of companies, and is graduated from 24 pence to 33 pence per pound.

An estate tax is levied on the net estate ranging from 2 per cent on
net estates of 1,000 pounds or less in the case of residents to 25 per
cent on net estates in excess of 100,000 pounds. The rates on estates
of nonresidents range from 3 per cent on net estates of 500 pounds er
less to 25 per cent on net estates in excess of 75,000 pounds.
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QURENBLAKD

The income of individuals in Queensland is taxed at rates ranging
from 6.006 pence to 38 pence pel;lpound. An additional tax of 135 to
20 per cent, and a supertex, are also levied in certain cases.

ncome from lotteries is taxed at 5 per cent of the selling price of
the lottery ticket. The minimum lottery tax is 3 pence per ticket.

An additional income tax is levied for unemployment relief on the
incomne of individuals from all sources. The rate is 3 pence per pound
on incomes up to 104 pounds and 6 pence per pound on amounts in
excess of 104 pounds.

The income of companies is subject to a tax of from 18 pence to 62
pence per pound, plus a supertax of 20 per cent.

TASMANIA

The principal taxes of Tasmania are the taxes on incomes and the
tax on estates.

A tex is levied on income of individuals derived from personal
exertion, 'The rate ranges from 0.89 per cent on 1 pound to 1 shilling
7 pence per pound on incomes in excess of 5,000 pounds. The income
from property is taxed from 7.9 per cent on incomes of 2,000 pounds
to 1 shilling 11 pence on amounts in excess of 5,000 pounds. A stamp
tax is levied on wages and salaries. A flat rate of 1% per cent 1s
imposed.

n addition to the above, a surtax is levied on incomes from property
or business at 3 pence per pound, Companies are subject to a tax of
8% per cent of the diwdengs declared and 21} per cent in the case of
lottery prizes.

A tax is imposed on net estates ranging from 3 to 15 per cent.
Estates under 500 pounds are exempt from this tax.

OTHER TAXES

_ Other taxes levied in New South Wales, Queensland, and Tasmania
include taxes on liquors, land, motor vehicles, race courses, betting,
amusements, documents, licenses, and many other subjects.

DENMARK

"The tax system of this country includes income taxes, an inheritance
tax, and & tax on gifts inter vivos.

Individuals are taxed on income from personal exertion at rates
ranging from 0.4 fto 25 per cent in the case of residents and from
3 to 25 per cent in the case of nonresidents.

The tax on the income frown property ranges from 0.65 to 16 per
cent. The income of companies is subject to & tax of from & to 20
per cent.

An inheritance tax and a tax on gifts inter vivos is levied according
to the value of the share and the relationship of the beneficiary in the
cese of the inheritance tax, and according to the amount of the gift
and the relationship of the donee to the donor in the case of the gift
tax. The rates are the same for both taxes and are gradusted to
32 per cent. .
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Other taxes are imposed on property, liquor, wine, tobacco, motor
vehicles, admissions, moving pictures, gasoline, documents, and otber
subjects,

NETHERLANDS

The principal taxes of the Netherlands are the taxes on incomse,
the inheritance tax, and tbe tax on the transmission of land.

INCOME TAX

The income of resident natural persons {individuals) is subject to a
tax on net incomes in excess of 800 florins (about $800). This tax
rangea from 0.6 per cent on net incomes of from 800 ¢o 850 florins,
to about 9 per cent on 85,000 florins plus 13.5 floring for each 100
florins above 85,000. A surtax, consisting of 20 per cent of the amnount
of the tax computed at the above rates, is levied until 1934. Non-

‘resident individuals are taxed 6.4 florins for each 100 florins of income.

An additional income tax for locel purposes is levied on the net
incomes of resident natural persons above the exemption of 800 florins.
This tax ranges from 1 florin for net incomes from 800 to 850 flerins,
to 360 florins on net incomes from 1,600 to 10,000 florins plus 6
florins for each 100 florins above 10,000. Nonresidents are taxed
2 florins for eacbh 100 florins of income.

Corporate income is taxed 6.4 florins for each 100 florins for
national purposes, and 2 florins for each 100 florins for local pur-
poses. In addition, domestic companies are subject to & tax on the
distributed profits of 9.8 per cent plus 33 per cent of the amount of
the tax computed at the rate stated,

An inheritance tax is levied sccording to the relationship of the
beneficiary to the decedent, and graduated from 2.5 per cent on
shares of a widow or child of 1,000 florins or less, to 37 per cent on
shares of strangers in blood in excess of 500,000 florins.

A tax of 4 per cent is imposed on the transmission of lands by suc-
cession or gift from nonresident owners,

Other taxes are imposed on real and personal property, tobacco,
beer, wine, aalt, sugar, motor vehicles, bicycles, documents, and other
subjects.

ECUADOR

Tbe principal taxes of Ecuador are the income taxes and inherit-
ance taxes. A taxislevied on incoine from all sources. It is assessed
on the net income at rates graduated from 2 to 8 per cent. An estate
tax is imposed on the transfer of estates. The rates range from 1 to
39 per cent.

ther taxes are levied on reel and personal property, gross sales
{1 per cent), beer, alcohol, tobacco, matches, salt, documents, and
other subjects. Tariff duties are also imposed.

YENEZUELA

This country levies no tax on incomes.

A tax is iinposed on inheritances of collaterals at 3 per cent, and of
strangers in blood to the decedent at 20 per cent,.

Qtber taxes are levied on documents, liquor, cigarettes, mines, and
other subjects. Tariff duties are also levied.

P~
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In concluding this section desling with foreign tax systems, &
comparative table is submitted showing the amount of tax and the
percentage of tax to net income on certain specified incomes in the
case of the United States, Great Britain, France, sud Germany., A
table is also suhmitted comparing Federal and British death duties.
The tables follow:

Comparison of income laz
[Married person, ne dependenta, all Income fromn salary]

Tax Per cent tax Lo met Income
Net tocome Uniled Oreat United | Oreat a

o real o fyot ar-

States | Britain: | Frapes? ; Germeny !| giovey | Britaln | TB5% | mpny
$LOM. .. ] 38,88 $33.78 £70. 05 [ 0,88 3.3718 7. 00
$2,000. . Q 11144 170, 10 318,85 ¢ 557 B. 505 15 B
3,000 . 20 31144 385 83 543. 54 0. 068 1.8 12,195 18. 11
$5,000 100 7il 4 857. 30 1,079 84 2.0 14 2 17. 146 21.80
$7,500 258 1,221, 04 1,6851.00 1,951.85 3.4 16.20 22.7 26,02
$10,000. 4580 1,862 34 £ 524. 0 1, 9650, 59 4.8 18,62 25 245 2083
$15,000_ 1, {20 3, $43. 85 &, DAE. 28 5 170, 48 6.8 22,95 31, 255 34 48
$25,000_ 2, 62¢ 7, 368. 00 9, 506, 83 G, b, O 10.08 26, 47 A me 0.7
350,000 - 8, 600 19, 654.60 | 2, 716.06 | 12, 565,71 17.2) . & 47,432 45 13
$100,000. . 30, 1006 48, 100,85 53,651, 12 | 47 445.03 8.1 48, 10 44, a51 A7 H
$500,000. S| 243,800 ¢ 307,909.85 | 269,851.12 | 247,468 73 52,72 #1068 83,930 40 &9
31,01!],!1!}.--.._! 571,100 | 639, 156,85 | 53b, 651. 12 | 467, #4418 57.11 Bl 81 53. 648 40.74

Nore.—Iz the case of Francs, the tax is compuled for 3 man married more than 2 years, and having no
ehildren. {If martied less than 2 years, he gets a lower mte)

Conversion units:
1 Qreat Britaln, I pound squals
* Pranow, 1 franc equals..
4+ Qermany, I mark equaly_

Compariaon of death tazes in United Steles and Grear Britain—Entire estate to widow

[Converalon unit: ! pound equals $4.88]

Per cent of tag to
Tox net estato
Net astate belore exemption

Ualted Qreat Undled Qreat

Blate i Britain* | Stales | Britaln
) ] i
1M & a
. 30 [ 3
. 480 L] 3
. 1,000 ] [
FOR 2. 500 ¢ &
$1, 500 £, 000 Lb Q
5, 000 18, 0oQ 3.3 12
9, 500 25, 000 4. 75 H
18, 500 51,000 6. 50 17
30, H00 78, 000 7.82 9
42, 500 108,000 &5 21
55, 500 128, 000 9,25 <]
®4e, 500 200, 0 10,58 25
117, Koo 70, B00 11.78 F1d
15, 500 060, D 15,77 1
553,600 1 1,110,000 IR 46 87
1,146, 500 | 2, nA), god 22, | 41
3,004,500 | &, 100,000 80. 4 51

! United Stqles death tax burden is total amount barne by estsles whero anteh estates are located in Statea
whose denth 1axes do not arceed 80 per cent of the Federa! tax under the revenue aet of 1926,

t Tha Britlsh estate tax applles to entive net eatate if {¢ axpesds £100. The logacy and suoosssion tarss
apply lo case of widow toentire shara, Ifthe net sstate sublect 1o satate duty dees oot excesd £15,000 the
l.gna of & widow s wxnmyt fram Legary and sacoesalon taxes. Regeridbess of velue of et satate mi:}act to
eatetn duty, L the share ol 8 widew dows not exeeed £2,000 1t iy pxemDt fram e legeey and mcresslon tates.,



PART II. COMMENTS AND SUGGESTIONS
1. OBVIOUS CONCLUSIONS

It was stated in the foreword of this report that the principal
objective was to set forth the pertinent facts and principles relating
to Federal, State, and local taxation. It was also stated that no con-
clusions would be drawn except those plainly shown by the facts. To
draw conclusions on controversial issues would plainly be beyond the
geope of a preliminary report. If an attempt 18 eventually made to
draw such conclusions, it should be made in connection with a final
report after public hearings and intensive study by the committes.

hat conclusions, if any, appear to be plainly shown by the facts
already presented? This question may be properly considered here,
but it may be more convenently and clearly answered if the question
is divideg into four parts, nemely, concﬁlsions on the legislative
situation, conclusions on specific taxes, conclusions on double texation,
conclusions from revenue, and expenditure dats.

In etating the conclusions which may be drawn from the legislative
situation in regard to the possibilities of improving our present tax
system as a whole, we rely on the data presented in Part I, section 1,
of this report, entitled “The power to levy taxes.” This date shows
that both the Federal end Stete Governments wield broad sovereign
tax powers. It is true these Governments have limitetions on their
power to tax, but these limitations are not of such & character as will
prevent either Government from levying nearly all the ususal forms of
taxes, if we oxclude the limitations of certain State constitutions,
which of course are always subject to change by the will of the people.
From a practical standpeint, the important exceptions to this rule
are as follows: The Federal Government can not levy taxes on articles
exported from any State or tax State functions, and the States can
not levy export or import duties, interfere with Federal functions,
or with interstate or foreign commerce. The rule of apportionment
and the rule of uniformity as applied to the Federal taxing power
does not prevent the imposition of taxes, but merely goes to tﬁa men-
ner in which direct and indirect taxes must he imposed.

In cur opinion, therefore, the following conclusions are justified by
the matter presented in this report:

First, the seme objects may, in general, be legally taxed by the
State governments and by the Federal Government without either
government being able to prevent the imposition of such tax by the
other. In other words, there is no legal bar to duplication in taxa-
tion, or to double taxation hy the Federal Government and the
States of the same objects.

Second, no plan has yet been devised under which the Federal
Government can secure consistency or uniformity in State taxes by
direct legislation on the part of the Congress,

Third, a desirahle amf comprehensive plan for making our taxing
systemn as a whole more equitable, more productive, and less com-
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plicated can only be arrived at by sincere cooperation between our
governmental officials, our legislators, our economists, and the public.

In the second place what may be properly concluded in regard te
the various taxes which have been classified and described in this
report? It is believed the following remarks are justified from the
facts:

First, the general property tax is our oldest and most productive
tax. It hes not been substantially improved in form, equity, or ad-
ministration with the passage of time. The principal change has
heen an increase in rates. Such incresses in rates 1f carried much
further will make the holding of real property unprofitable. Intan-
gible personal property largely escapes tax, placing an inequitable
hurder on real property. In early times when most property con-
sisted of either real property or tangihle personal property, this tax
operated, in some degree &t least, in accordance with the principle of
ability to pay, since visible property represented wealth and the tax
was proportionate te such visible property. To-day, however, it can
no longer he said that the tax is levied in accordance with the prin-
ciple of ability to pay or the principle of benefit received. It must
he concluded that tﬁis tax merits first consideration by those interested
in improving our present system.

Second, privilege or franchise taxes in lieu of property taxes have
been adopted by & considerable number of the States in taxing cor-
porations in general, or in taxing certain classes of corporations, such
as banks, insurance companies, investment companies, public-utility
companies, common carriers, and the like. These taxes are usually
far more equitable than the general properiy tax which they displace.
Those that are based on net income or even on gross incomse or groas
receipts evidently have some relation to the principle of ability to pay.
Those that are based on par value of shares or on stock valuation are
probably more in the nature of property taxes and have advantages
1n administration rather than in equity.

Third, privilege ot franchise texes, which are not in lieu of property
taxes, have some of the elements of license taxes, Being levied in
addition to property taxes, they must be justified, and in many cases
undoubtedly are justified, on the ground of payment for special
privileges receivecf. For instance, public-utility companies, which
are allowed, in fact, to pess these taxes on to the consumer by the
adjustment of their rates, can not complain at paying for franchise
privileges which are included in the price of their product or of their
service. The great variation in the bases upon which the tax is
computed, however, and the great variation in the rates themselves,
indicate the need for uniformity and improvement in legislation on
this subject. Such uniformity would he of great convenience to
those corporations doing business in many States regardless of
whether or not the tex itsell was reduced.

Fourth, income taxes on individuals constitute one of our most
satisfactory forms of taxation. With a proper scale of gradusated
rates, they stand in the fore of all our taxes based on the principle
of ability to pz:.iy. They are open te two serious defects; first, the
revenue derived is subject to severe fluctuations between times of
depression and times of prosperity; second, when designed with a
strict view to equity, the income-tax statutes are cumbersome, com-
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plicated, and a source of litigation and controversy. These taxes
deserve study to minimize the defects noted.

Fifth, the same general remarks mede in connection with income
taxes on individuals hold in the case of income taxes on corporations.
The corporation income tax has, however, one added defect, namely,
no satisfactory system of applying the graduated rate principle to
the net income of corporations has, as yet, been devised. This
prohlem is difficult but deserves consideration.

Sixth, inheritance and estate taxes are generslly recognized as being
one of our best forms of taxes when properly designed. These taxes
are based on the proposition of ahility to pay and they are now gen-
erally imposed under 2 system of graduated rates. The inheritance
tax, where the amount of the levy is based on the share of each
beneficiary, is the most equitable form of death taxation. On the
other hand, the estate tax, where the total value of the estate is the
subject of the tax, is the easier of administration. In a great majority
of cases death duties are applied to the value of the estate s of the
decedent’s death. It has recently developed that, during times of
depression, where there is a sudden and great drop in values, this
system may result in g confiscation of estates in extreme cases. It lis
probable that this defect should be considered by our legislators.

Seventh, general sales taxes have been introduced in & number of
the States within the lsst 10 years. These taxes vary in form and in
merit. In the great majority of cases the burden of these taxes is
passed on to the consumer, KExperience with these taxes has not been
sufficiently Jong to judge accurately of their success. It does appear
certain that these general sales taxes offer great possibilities in the
way of revenue, Inasmuch ss new fields of taxation are in many
instances sorely needed in present conditions, it appears that the
various forms of these taxes should be carefully studied.

Eighth, & very considerabie number of special sales taxes on specific
items are levied both by the State and the Federal Governments.
It appears obvious that when these taxes are based on luxuries
t.htﬁr are eminently proper and secure money from sources which can
well afford to pay. When these taxes, however, are levied on neces-
sities, the question of ability to pay at once arises. Sales taxes on
both necessities and luxuries should be carefully examined in regard
to the competitive situation which may occur in the taxed industry
when such industry is partislly in competition with an untaxed
industry.

Ninth, poll taxes constitute one of the oldest forms of our State and
local taxation. They are not, of course, levied in accordance with
any scientific principle, The most that may be said in favor of such
taxes is that they bring about a certain tax consciousness in every
citizen, poor or rich. %t would appear that if poll taxes are levied
t.hfilyulshould not be imposed at such rates as will burden the poor
un y.

Tenth, in regard to licenses, permits, and occupational taxes, it
must be evident, from the fact that nearly 4,000 of these taxes exist,
that they should be carefully reviewed to eliminate mere nuisance
taxes which are productive of little revenue.

Eleventh, severance texes are now imposed by a considerable
number of the States. They may be justified on the ground that the
State has a right to receive remuneration for the loss of its natural
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resources. Iowever, from the standpoint of competition they are
injurious when the natural products of one State which are taxed
come in competition with the products of another State which are
untexed. A revision of these taxes, therefore, is a proper subject for
cooperation among the Stetes.

We now come to the subject of double taxation and duplication
between Federal and State taxes, This subject is the most important
one dealt with in the text of the report. It also, in most of its aspects,
is exceedingly controversial in character. It has been shown in the
report that serious double taxation and duplication occur in the case
of income taxes, estate taxes, special sales taxes, and in occupational
taxes. The only conclusion that can properly be drawn in this pre-
liminary report 1a that the ultimate allocation of the tax field between
the Federal Government and the States is a result highly to be desired.

Finally, we come to the question of what conelusions can be drawn
from the data on revenues and expenditures as presented in the text
of the report. We believe that the data given are ample to prove the
following statements in case of the tax revenues:

First. While tax receipts of the Federal Government have decreased
in the last 10 years, the rates now in force are as high or higher than
they were 10 years ago. It must be evident, therefore, that the tax-
payer feels as great a burden of taxation as at that prior period.

econd, State taxes have becn substantially increased in the last
10 years. In order to derive this additional revenue a great many
new taxes have been imposed, some of which are of doubtful merit.

Third. In the case of counties, cities, and other local jurisdictions,
taxes have been preatly increased in the last 10 years, but such
increase has been largely obtained by increased rates or increased
valusations in connection with the general property tax.

Fourth. Large as the increase In our taxes has been, nevertheless
such increase has heen insufficient to meet the increase in expendi-
tures, therefore the majority of our governments are increasing their
public debt. It seems proper to conclude that this situation must
be remedied at an early date, if the financial stability of our gov-
ernments is to be preserved.

In regard to expenditures, which subject has not been the primary
object of this report, only one conclusion will be drawn—namely, the
increase in the expenditures of all our governments, collectively or
separately, has been such that it is necessary to emter upon a com-
prehensive plan of reduction of governmental expenditures.

2. QUESTIONS WHICH SHOULD BE DISCUSSED AND SOLYED

A review of our tax system as a whole suggests at once many issties
which should be discussed. As stated be?ore, we shall not discuss
these issues here, but shall merely mention those which would seem to
merit attention. For instance, the following questions may well be
considered:

First, which taxes are most adaptable for the use of the Federal
Government and which tsxes are most adaptable for the use of the
State governments?

Second, what taxes may be properly imposed by both State and
Federal Governments without serious objection from the standpoint
of equity?
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Third, what means should be adopted to set forth a model tax
system for the whole country?

Fourth, what means can be adopted to bring into practical operation
a model eystem of taxation?

3. PROPOSED HEARINGS BEFORE THE COMMITTEE ON DOUBLE
TAXATION

The committee on double taxation, appointed from the membership
of the Committee on Ways and Means of the House of Representa-
tives, iz composed of the following Congressmen; Hon. Fred M.
Vinson, of Kentucky, chairman; Hon. Thomas H. Cullen, of New
York; Hon. David J. Lewis, of Maryland; Hon, Carl R. Chindblom,
of Illinois; and Hon. Frank érowther, of New York. This committee
organized in July, 1932, at which time they adopted a preliminary
program which provided briefly as follows:

First, that a preliminary report should be pregared showing the
necessary facts in connection with Federal and State taxation end
duplications therein,

cond, that following the completion and printing of such pre-
liminary report public hearings should be held for the purpose of
obtaining the views of pubiic officials, legislators, economists, and the
interested public on methods and means of improving our tax system
as a whols,

Third, that following the hearings & second report should be pub-
lished which should summarize the results obtained from the pre-
liminary report and the public hearings and should suggest & plan or
plens for improving our system of taxation and for eliminating certain
duplications, comp%exities, and inequities therein.

he first part of the program of the committee will be completed
with tbe printing of this report. It is hoped that the report itself
will be of some basic value, not only to the committee, but to thoge
wbo may appear at the public hearings just mentioned. It will
now be possible for the witnesses at such hearings to confine them-
gelves to a greater extent to the problem of accomplisbhment inthe
field of taxation instead of reiterating many facts and statistics which
are available in this report.

4. CONCLUDING REMARKS

Tbe subject dealt with m this preliminary report is of such brosd
scope that comprehensive and accurate treatment is very difficult.
It is almost inevitable that certain errors have occurred. rﬁ is hoped
when these are discovered that they will promptly be called to the
attention of the committee, as the corrections resuiting will make the
final report more valuable.

As far as this preliminary report is concerned, it is believed that
sufficient has been shown to prove—

First, that our present system of taxation is complicated, cumber-
some, and in many respects, inequitable. .

Second, that there are many serious instances of double taxation
%r duplication in taxation between the Federal Government and the

tates.

Third, that in view of the number of taxes imposed, the tax reve:
nues are disappointing,
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Fourth, that the tax burden, especially on certain specific objects,
is reaching the breaking point.

Fifth, that the expenditures have increased to such & degres as to
require their investigation in order to determine whether the public
is obtaining value received for their tax dollar.

This report represenis the composite effort of the staff of the Joint
Committee on Internal Revenue Taxation. The legal phases of the
work have been under the immediate supervision of Mr., Colin F.
Stam, assisted by Mr, L. L. Stratton. ’I‘}?e study of taxation in the
States and the atatistics have been under the immediate supervision
of Mr. W. F. Colling, assisted by Mr. H. K, Spalding and Mr. T. G.
Carney. Mr. B. C. Brown has prepared the data on foreign tax
syatema, and Mr. L. M. Rapp, the death-duty sections. Mr. A. T,
Akin, also, collaborated in the preparation of the report.

Respectiully submitted.

L. H. Parker, Chief of Staf.
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APPENDIX

EXHIBIT 1
Surlar rales under revenue act of 1952
Column 1 | Column 2 | Column 3 Column 1 Column 2 | Column 3
| | N ¥ |
] | .
| Rateappli-| - . | Rate appli-| "
]' cable to net ;la'lt?llp';;hr_' I cable tonet tlsg(t ?llp'::\li:
income " income :
Net income bracket | within _cable to Net income bracket | within ‘f’]’]:’i tﬂo
bracket second fig- bracket | Second lig-
| shawr ure in col- ol ure in col-
shown in 1 | shown in nmn 1
| column 1 ums | column 1
|
! Per cent ‘ Per cent
0t0$6,000....._._..._... | 0 0 || £62,000 to $84,000.. 20 8, 600
$6,000 to $10,000. | 1 $40 || $64,000 to $66,000..________| 30 9, 200
$10,000 to $12,000 = 2 80 566,000 to $68,000.. ... ... 31 9, 820
$12,000 to $14,000.. . 3 140 68,000 to $70,000__________ ‘ a2 10, 460
$14,000 to $16,000.._ 4 220 70,000 to $72,000_._. | 33 11,120
$16,000 to $18,000__. 5 320 || $72,000 to $74,000._________| M 11, 800
§18,000 to $20,000.__ (] 440 l 74,000 to $76,000......... 35 12, 500
$20,000 to $22,000.. | 8| 600 || $76,000 to $78,000__________ 36 13, 220
$22,000 to $24,000.. 9 T80 || §78,000 to ,000. ... | a7 13, 960
$24,000 to $26,000. 10 980 || $80,000 to $82,000__________ a8 14, 720
$26,000 to $28,000. | 11 1,200 || $82,000 to $84,000..._.. 39 15, 500
28,000 to $30,000. | 12 | 1,440 (| $84,000 to §86,0002 227" 40 16,300
$30,000 to $32,000.. 13 1,700 || $86,000 to $88, Sy 41 17,120
$32,000 to $36,000.. . 15 2,300 || $88,000 to $90,000.. 42 17, 960
$36,000 to $38,000. 4 16 1 2,620 {| $90,000 to $92,000__._____. 43 18, 820
$38,000 to $40,000_. 17 | 2,060 || $02,000 to $94,000_________ 44 19, 700
$40,000 to $42,000.. 18 | 3,320 04,000 to $06,000__________ 45 20, 600
$42,000 to $44,000__ 19 3,700 || $06,000 to $98,000.._.______ 46 21, 520
$44,000 to §46,000__ 20 4,100 08,000 to $100,000________ 47 22, 460
$46,000 to $48,000.. 21 4,520 (| $100,000 to $150,000..___._ 48 46, 460
$48,000 to $50,000. | 22 4,960 || $150,000 to $200,000_.______ 49 70, 960
$50,000 to $52,000... - 23 5,420 200,000 to $300,000.. .. 50 120, £60
$52,000 to $54,000_ . | 24 5,900 || $300,000 to $400,000________ 51 171, 960
$54,000 to $56,000_. 25 6,400 || $400,000 to $500,000...... 52 223, 960
$56,000 to $58,000__ | 26 6,920 || $500,000 to $750,000________ 53 356, 460
5-}&0@3 to $60,000. a7 | 7, 460 700,000 to $1,000,000. ... 4 | 4ul, 460
$60,000 to $62,000 28 | 8,020 || Over §1,000,000--....... 58 Jewaalilisis

EXHIBIT 2

Estate tax rates under revenue act of 1928 (atill in force in connection with 1932 act)

Column | Columa 2 | Columz Columa 1 Colums 2 | Column 3
Rate ap- Rate ap-

. plicabla to | Total tax plicabis to | Total lax
Net estaty brackst (after | net estate | applicabls || Net estate bracket (after | met estate | applicabls
dedugtion of $100,000 | within to sacond deduction of $100,000 | within to second
eIdmption) brackat figure in sIsmption) bracket figure in

showo Iln | columm ) shown in | column )
columa 1 golumn )
Per arnd Per cend
10§50 1 500 || $2,500,000 to $3,000,000. . 31 $

2 1,500 | 3,000,000 to $3,500,000_._. 12 268, 500

3 4, 500 || 33,500,000 to $4 006,000 _ .. 13 343, 500

4 32, 500 || $4,000,000 to $5,000,000_ . _. 14 509, 500

5 22, 500 | 35,000,000 to 36,000,000 ___ 1% $53, 500

6 M, 800 || 6,800,000 to $7,000,000. 16 813, 500

7 48, 500 || $7,900,000 to $8,008,000_ ___ 17 53, 500

8 88, 800 i 8,000,000 to $5,000,000____ 18 1, 183, 500

] 133, 500 | $6,000,000 to $13,006,000_ - 19 1,353, 500

16 183, 400 || Over $10,000.006_ .. _..... 20 [
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Column 1

EXHIBIT 3

Eslate tax rales under revenue acl of 1938

Column 2 | Column 3

Column 1

Column 2 | Column 3

| Rate appli- 1 Rate appli-
cable to net| Total tax cable to net| Total tax
Net estate bracket (after estate applicable Net estate bracket (after estate applicable
deduction of $50,000 | within to second || deduction of £50,000 within to second
exemption) | bracket figure in |: exemption) bracket figure in
shown in column 1 || shown in | column 1
| column 1 | column 1
| I
Per cent i Per cent
$0to $10,000_ _ ... | 1 100 || $2,000,000 to $2,500,000_ _ .. 2 $441,000
$10,000 to $20,000.......... 2 300 || $2,500,000 to $3,000,000 25 566, 000
,000 to $30,000_. ... 3 600 || $3,000,000 to $3,500,000_ - . i 701, 000
£30,000 to $40,000......... 4 1,000 || $3,500,000 to $4,000,000. 20 848, 000
$40,000 to $50,000___.._____ 5 1, 500 || $4,000,000 to $4,500,000. . a1 1,001, 000
$50,000 to $100,000. ... ... 7 5, 000 | 500,000 to $5,000,000_ ___ 33 1, 166, 000
$100,000 to $200,000.__.____| 0 14,000 || $5,000,000 to $6,000,000 35| 1,516,000
$200,000 to $400,000..... ... 11 36,000 (i $6,000,000 to $7,000,000. - . 1 1, 886, 000
$400,000 to $600,000........ | 13 62,000 || $7,000,000 to §8,000,000. .| 39 2, 276,000
$600,000 to $800,000________| 15 92,000 || $8,000,000 to $9,000,000____| 41 2, 636, 000
$800,000 to $1,000,000. .. __ | 17 126, 000 || $9,000,000 to $10,000,000. . .| 43 8, 116, 000
$1,000,000 to $1,500,000__ . _| 19 221,000 || Over $10,000,000_ __.____.. L I
$1,500,000 to $2,000,000__ __ 2 | 326, 000 ||
EXHIEBIT 4
@ift tax rates under revenue add of 1932
Column 1 Column 2 | Column § Columz 1 Colump 2 | Colump
Rates ap- Rates ap-
plicable to | Total Lax plicabls to | Total
Not glit bracket {(after | net applcable Net gt brackst (after | aet setates | applizble
deduction of exsmption within to second dedaction of examptlon within soond
takem) bhrackst ) bracket iz
shown in | oplumo 1 shown in | eolumn!
columan 1 column 1
Per cend
9 to $10,000 T8 il $2,000,000 to $2,600,000 . ___ 17
$10,000 tc 225 i| $2,500,000 to 3,000,000 _. . 1854 17,18
g:lmm 0 | $3,000,000 to 33,500,000 __ 20 BT, 1B
009 to 150 § $3,500,000 to $4,000,000. ... 21 34 oM,
£40,000 to 1, 125 §f $4,000,000 to 34,500,000, ___ Fel ™, 6
$50,000 to 3,625 ,500,000 to §5,000,000. ___ 2434 852, 18
$100,000 to 10, 135 j| %5,000,00C to $8,000.000.. 2 1,1z, 13
$200,000 to 125 || 56,000,000 to 37000000 .. 7H| LW
$400,000 t6 45,125 § $7,000,000 to $8,000,000. .. 26 1,887, 12
$000,000 to 87, 125 || $8,000,000 to $9,000,000_ . . 3y L waIB
800,000 £0 97,125 || 8,000,000 to $15,000,000. - 37| auzim
$1,000,000 182, 125 || Over $10,000,000____ . __ 17
$1,500,000 236, 628
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EXHIBIT &

Average pereeniage of property laz burden to larabls wealth for the respective Stales,
errilories, and subdiviaions thereof for the year 1951

Real 1 o ts
. personal, roperty
Atate and franchise | Taxable wealth bur-
Droperty taxes den 10
wealth
Per cenit
B 678,30 2, 319, GAl, o 1.62
31, 601, M7 045, 333, 000 P
, 707, DS 1,534, 588, 219
371,914, 390 18, 877, 778, 000 1.97
, B3, 1,917,831 760 .88
85, GRS, 855 3, 151,283, 577 270
Delaware. ... ._.._.. r_————— e mmmmmmmmmmmm e mmmm e & DH2, 912 285, 117, 814 178
District of Cohrmbla__ .. ool 7,310, 412 1, 564, 267, (92 L4
FLOHAR. eereoocoe e e o - . £1,601, 360 2, 578, 768, 4G 2,14
GOOERIA . . ceceav et e r v b mr - ——— 44, 138, 717 2,400, 018 668 L7
HaWall . oo oo eeccam e e 13, 397, 550, 548, 000 241
T38RO, o i mevr et e e 21, 708, 108 1, 208, 600, 000 1,81
RO . . oo e e e Ao 118,153 | 23, 520, 88D, 000 1.71
Indiang. ... et tamm e mmm—————— - 143 501, 784 5, 161, G700, 000 278
Ranaas . ........ et e m e mmmannann e B, 678, 253 3, B13, 633, 074 2.54
lowa. . e mm b m e Ammm —mmmm———— e ————— , O, DH 3, RO7, 680, 0N 2.54
Eentueky. ... - - 58,133,712 3, M7, 7T 800 1.77
LN BIANA . oo oo ccrarrree e e e mm—— e —————————————— 11, 085, 320 2,085, 140, 000 2,58
31, B14, 588 1, 262, 150, 000 2.50
72,313, 573 3, 215, 397, 067 424
0, 821, 751 10, 844, 344, T .18
, 626, 11, 262, 856, 000 2,13
183, 460, 601 8, 588, 720, 191 208
13, 200, (4 1, 485, 000, 000 2,
75, R14, 574 4,072,373, 003 1.88
2, 144, 760 1, 418, 302, 310 1. 86
f, 501, 657 3,102,059, 571 2.08
4,768, 134 246, 711, 000 L.93
10, 680, 374 793, 630, 412 2.51
26, 482, B11 13, 784, 430, 312 2.08
11, 271, 452 AL, 464, 400 1.81
854, 126, 153 | 35,130, 628, 458 2.4
&3, 714, 059 2, 975, 079, 644 2.10
A0, &N, 315 1,174, 144, 268 2.62
B0L 611,008 | 13,452, 046, 520 2.74
&, 8B2, 322 2,578, 307, 872 2,13
49, 508, 174 2, 153, 830, 000 2,88
378, 103, 535 14, 752, BOD, 341 288
8, 0F, 1, 423, 866, 205 24
31, 023, e 1, 384, 608, 000 4
30, 080, 208 1, 404,071, 077 2.01
88, 022, gl 2,371 384,000 %
103, 680, 771 8,343, 108, B4 1.96
22, 460, B3} ERZ, 660, 000 2,54
14, 218, THO 517,304,179 2,74
46,741, 522 2, 335, 500, 294 2.00
BT 314 2,502, 336, 430 3.4
st 53, 008, 320 2,009, 902, T8 265
Wiseomsin. . cen lemliminamaaeaaa] 120,885,119 ¥, 2M0, 722, 166 2,30
WyoralDg. - _ouoo oo LI , B19, 788 434, 839, 811 2.24
B i T Y eee —ee| 5,286,122 977 | 240,731,011, 778 410
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EXHIBIT ¢

Statemend shounng frunchise tazes levied in leu of properly lazes
{1) IN LIEU OF ALL FROFERTY TAXE4

|

State

Tax

Insuianm oompanies;

244 per cent gross receipta,

dent. .
1

Huret:
Mining compan

Pubjlllﬁut!lity oompanisg:

Express. .. oo ...

Frelght-line and squipment
companies.

Geatand slectric companies. |

Rallroad companles

Slseping, dinlng, and other
car corapanias.

Streat-rallway

Calilornds,

Telsgraph compandea_.,_._. |

Telephone companiss ... M

Conuectient__ ..
Hawail __.
Chllfornla_

North Dakota. .
WisconsIn_. . ...

14

2 peb eent gross receipts,
.

24 ];Br oont gross recefpta.
0

2 per cent gross receipta,

iy per cent gross receipta,
[+
"l 9 per eent grom receipts.

Avernge property rale on Zroms recsipla.

Yarlgua catsd oo gross receiptn, Tax range bassd
on kind of bualness,

unoflperuntgourmumd of 1

‘}?nt sl;oc]ctv?l i on. P Ho per

per cent to & per cent groms recelpts. Tax

range oo Xiod of business, P

1 per cent gross recalpts.

& per cont gross recelipta,

34 of | per cent gross receipts.

410 of I per cent grosa recelpta,

6 per cant gross receipta.

$16 per mile of routs,

5 per cent gross recelpts.

4 perDeent grosa receipta.

0.

Do.
7H per cent grosa receipts,
¥ to 215 per cent of gross
of businssa,
7 per cent gross raceipis,
334 per cent gross recelpts.
Oto 2?& per cant gross recelpts, Tax rangs sies of
buslness.
7 per cent gross recelpts.t
4 per cent gross receipts.
134 per cent stock valuation.
514 per cent gross receipts,
5 per cent gross receipts.

'rensipu Tax range aize

. g’ﬁon per cent gross recelpts.

r cent grosy receipts.
EH per cent grosa recelpis.
3 per cent gross receipts.

-| 234 per cent gross recelpts.

6¥ Der cent gross receipts.
4 per cont gross receipts.
$1'per mile of 1 line plus 76 vents sach additional Hos
T cant gross receipts.
cents per photie, mutual,
214 per cent to & per cent gross recelpts of ax
and 214 per cent to 8 per ceni gross recelpis of
; sarvice, Tax range based on volume.

() IN LIEU OF PERSONAL FROPERTY TAXES

Banls ete.: |
A e I

Buflding and loen.......

Natlonel

Wyoming. ............
Distrios of Columbils_
Indlana. cvaeeccaanans

icut

o C I
District of Celumbia..

Florlda - o cveuvomaaanoe
MNew Hampshirs_

4 per cont net income.
15 of | per cent stock valuation,
440 of 1 per pent stock valuation.

.| ¥ per cent stock valuation.
Dao.

Varions rates on Ialr value of stock.
4 per vent gross pts.
3 per cent gross recelpts, forelgn.
[ cig 1 per cent share velnation,
o,

44a of l'per cent groes receipta.

.| 34 of 1 per cent share valnation.
4 #¢ of 1 per cent share valuation.

440 of 1 per cent capitsl paid In by realdents of for-
¢ign company. .

éper cent stock vall.}agon.
per cenl gross recelpts.

44 of 1 per cent stock valuation

.| 1 per eent par Talue stock

Now Jerze¥......
Vermont

I Applles to IMinois Central only.

34 of I per cent stock valuation.
, %a of | per cent deposlts.
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Statement shounng franchise tazes levied in licu of properly tezes—Continued
(2) IN LIEU OF PERBONAL PROPERTY TAXES—Contizued

GState

Tax

Baxnks, ete,—Cootinued.
Savl

Corporations: All......

Massachusetts.......
New York ..........

North Cerollng. ... ..
Pounsylvania___._ . ..

Rhode Isiand __

Vermott....._..
Qoltton urers___| Dklah -
Inmarance companies:
AN Callforsis. ...
Igabo_ .. ____._ ...
Minnesota .. ...
New Hampshire_ . ..
Sputh Dakota. .. __.._.
Vermont. ...
Fire. e Nebraska_ __....cc.o..
MNorth Dakota..ooo.. -
Forelgn tountrles: Connectleut_..
HNorth Dakota...
Lilabllity and surety__...| Mebraska. . .....ao..
Life ... o o Connectiout ...
Nobrasks . ... ...
Mutusl ____ tlout e
Tie e e e R Ponnsylvanls ____....
Investinent companiss and | Copnectiout. ... .._.
rokera,
Public atllity companisa:
Al Rbode Island. ...
Barge . . ___ ...} Distrlet of Columbia__
i 1: TR P A0 e
Rbode Tsland ... ...
Cable . e Conpectioat ... .. __
Car companies other than |.__.de_ . .. ____.
s snd street rail-
ways:
Montans. ... oo......
Elsetrie ______..........] Dlatrict of Columbla..
Now Jorgey
Express.._.__ [ Connacticut
He__ ...
New Mezleo. _
as_ ..o District of Columbla. |
New Jersey__ _________
Radlronds. . . oo.. ... Maln®. - .oocecaee.
Oklahoma. ...
Street rallways___. .. ... New Jersey___ .
Telephone. . ... _____ Connecticut
Termiznal_.___.._.._.... Distriet of Cohumbls__

3£ of 1 per cont deposlts.

1 per cent stock valuation.

44¢ of L per cont deposits.

4 per cedt gross receipts,

13 per cent capital invested.

8 per cont grogs recelpts.

5 per cent gross recelpta,

Mo of 1 per cent atock valuation or 44 per oent
net income receipts.

34 of | per vent sl:ock valuation.

o of 1 per cont deposits.

2 per cent net receipts.?

% of 1 per cent BY valuation.

¥o to 14 per cent stock valustion. Range based on
kind of busingss.?

¥uoof 1 per eent stock veluation or 434 per cont nat
ineomae reced: tp

Y of 1 per con stock valnetion.

Mg to 1 per cent stock valuetlon; rsoge brsed on
klud of usineas i

440 0! I per cont etock valustiont

;: of 1 per cent stock waluatlon,

o of T per cont gross receipts.

2.8 per cant groas recelpts,
2 pernml. groas recelpiad

1 per cent capltal invasted,

1 per cent gross recelpta.

2 per cent gross teceipts.

Tangible property rate on gross income for dozmes-
tie corporations,

2L per cent gross recelpts.

2 per pent gross reoelp:s‘

2% per cont gross receipt

o ofll per cent Eross receipt.s on Jdomastic com-
panlos?

%40 of I per cent capltal invested.

44a of 1 per cent gross recelpts,

3 per cent gross recaipia s

15 of 1 per cent stock valuation.

1 par cont choses in action.

I to & per cent gross receipts.  Taz renge based oo
kind of bus!nesat

5 per cent groas recelply.

%o 0f | per cant per mile.

440 of 1 per pont cspital amployod by lorelgn com-

Pany.
3 peor tent gross recaiply.
Do

5 per cent gToas recelpts,

4 per cent gross receipts,

Average property rate on groay tncome,

2 per cont groas rooel

4 par cont gross rec-aipt.s

1 poi) cent gross receipts.

0.

Avarage proparty rates on gross ingome.

34 to 5!;& per cent ofgoss recelDts, Raogs based o
size o

214 to 2¢ éo wfoss receipts per mtls, Tax range
h on tr:

Avemgo property rate for Btate on gross receipts.

4 per rent gross roceipts.

4 per celt gross receipts,

144 to 6 per cent gross receipts, T ar rangs hesed ao

volume.
1}& per cent slock valuatlon leay real artats,

! In liew of lutangibls parsonal pro

1 Appliss to all corpomtions oot o

¢ Excludes banks.

rwise taxed,

# It 50 pér cent of 43sels are invesied in Idaho securities, then tha tax s 1 per cent.
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EXHIBIT 7
Privilege or franchise tazes, not in lieu of properiy lazes
Num-
ber of
Objact of tax States Range of rates Measure of 1ax
fmpos.
ing tax
(A} CORPORATIONS—
OEMEEAL
Corporations, domestlo. . 4di8ltodl00 . ..o oo....._..] Flat rate.
L 18 | 35 to 325, Capil.ul stock [ssues,
12 | & mills to 28 cents 'per 3100..
4| Yo to ¥s ol 1 per cent. ... Capjl.ul stock value.
3| ¥oto e of 1 pereent... Capital and surplus.
1|3centsto2dsmidy ___ . . Per shere nompar ok,
smount lmned,
1 Corporats ercess.
i (Qreas assels.
] Flat mtes.
15 Capital stock lemed,
8 Do,
g gnpit;ll smdcl', vnllue.
apital and surplus. .
1 Por share nonpar S
asmount lssaed.
1 40centsper $100..____________..___] Corporste sxcess.
1 | 83 cents per $1,000. . Orosy assets.
Corporations, cooperative 7| $5todiC . __._.......] Flist rales.
marketing associations.
hu . T, 1| 35%08100. . . Capital stock {gwmed.
(A} CORPORATIONE—
COMMON CARRIERS
Al.:i’:)mﬂbue, DRIMEEET COT- 3| $10tod00ench bus_ ... .____| Flat rates.
9.
g ﬁ eent“to 2 ctants .................. gar mlie. N
stoMeenl .. ........._.... ar pagsenger mliv.
11 $30 to $180 each trick pius ¥ cent | Per passenger mlle; capsclty of
t0 1% cents. U S903.
31 ¥ millta 2}4 mills . Por ton mile.
if Oross recelpla.
0.
& Flat rates,
4 MeenttcBScents ... Par mila.
S| milto3scent . . _________ Par ton mile.
1 $12en.ch truck plus & to 30 mills | Welght of trucks
per m
1] %% cent per mils plug $17.50 to 850 D,
ench truck.
113 Qroas receipta.
[+
1 .| Capacity of trucks.
1 Flat tats.
? Populnﬂon of eitha.
:1! AR . IY&B over whlch operstind.
per miie
1j$8tos2s permile. oo .. Rntio t.mat lacome to loveb
ment.
18 Qross earnlogs,
1 Qross recalpts.
1 Oross earnings.
Farries. 177 . TR 2 Flat rates.
DO.-.-.«...-"-- ....... ; gmss Aisata,
L S . per TOSS ear nings,
DO 1)1 millt per 81 of lmsets pIus e per Do.
Baflroads, steam . ... ___ 1 { 15 cents per $1,000. .. mremn————— Capital atock,
Do.oo-. 1112 cent.s per $1,000. Qriss nasets.
Da.. 1| $100 to $50,000. .. o
Do._ i{ ¥ ollpercent Valun of gross assels.
De.. 111 mﬂ] per $1 of assets plus ¥4 por Cross gar
Do.. T ‘%on of Itodperoent ... ... ... De.
Do 15 percent._.______ Naet oparating {nooms.
Do 2| ttoB85 .. Per mile of trackage.
Bhips . 1| $10 to $50 per ship_ Capacity.
) 1 J—— I|$tperton. . oomen.s -| Nat to
Bhips (tugboalsy ... ... 11136 percent. e e Qrods N
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Privilege or franchise tazes, not in leu of property lazes—Continued

Num-
ber of
Oblect of tax Bistes Rangs of mates Meaarurs of (ax
{mpos-
ing tax
{A) CORMOHATIONS—COM-
MOMN CABRIZBA—oontd.
Sieeplng and parlor car com- 2| 5,000 Lo ¥20,000. . __..ooooooeoa-..| Flat rates,
pan
liBto 36 per mile. e Length of trackags,
1 l}i ....................... Car-mile value.
1 tmr 31 of assets plus 34 per | Oross earnings.
o aiamcacaaan 811 toIO pereent .. ___._______._... dress recaipty.
Supgly cars, sbipplng....... L 1T U Flat rate,
....... s mwm—maas ] Ito?per b e _aea-a| Oress recalpty
) 1]1 mlllt per #1 of assets plus 4 per | Oross earn
cent.
Btreet rallways . . ... 1| $80.. —— wan--| Per car.
b6 L . 1 | 12 cents per $1,000 of assats pius $2.| Per miis of track,
Do, ... b mar————— 1] $tosispermilooftrack .. ... Fopulatlon of cltdsa
) 0 2 S —— 9| Helltebperoent. . ooveeoeas Qrosy parnings.
Do, --... - 111 mllltper 1 of assets pins 34 par | Do.
oant.
) 1 ¥ S rmameand] 1] 2pereent....... e ———— vereema| Net sarnings.
(i) COBFORATIONS—
THLNAMIAITOHR
T ph compenles_ 1| $300 plus $12 city tranchise . ......| Flat rates.
L T P PR R R2F o Population of cithes,
he 1 mto G oents, . P‘gﬂ] mile of wire; number of
.9
Do ... mvmmmenmm———e 2 31 088 iciceeicucaoao..| Per pole mble, fnt raten,
Doy e emmanoma 1 roe A e nammmmm——- Net earnlogs.
D e e 14 f 1 to 3 per =TT S Qross receipts.
b o, T et gn 1| 857 Lo Q700 .. . Dao.
j e 1 81 per mﬁoofwimp!nsz;s per osat. Do.
) o e 1| %225 ?01‘ mile of wire plas 334 per Da.
cent.
Do, eeeeimeee e 1 { 85 conts per mile of wire Dlus 134 Do,
par oent.
.................... 1| $ltedd000 .. .......| Gross npomtlng inoome.
Tothone oompantes. . . I8 Meof ltoSpercent.. . peeeeonnn .. Grm mip
1| $2T o 87800 ... .
1pepereant. . oo o iieeannad] Net mingu‘
1| tto Iz‘.; conts per phono pins 134 per | Orosa raceipts.
1 | 25 conts ws: per milas of line plus Do.
234 per oem
1§ $2.25 par pole miie plos 1M4 to 2W Do
per cent.
1 26 oonts par phons plus 20 to &) | Per mile of wire; number of
1 SI to ss 00 e laa. Qross opezating Income,
Dory e hrtamtnmeeom 1| 234 to 8 per cent gros recelpts.__ . Lomal or toll Hnes and grom
receipls,
{4} CONPORATIONR—UITILI-
3| M Oross racetpts, Aat rates.
12 Net garniogs.
12 Qross receipts, volume,
1138 De.
FAR ] Gross u.rningu‘
1¥ Qross receipts.
118§ Population of citles.
1% Per pola mile.
1 Flat rats.
2| $x6tos00.___________...__......_.] Pepulstion of citles.
7| 1to5 per cent (ress sarnings.
1| 2percent. .. __ Mol earnings.
1827t 7,500 ... (iross recipls.
1{ Yoof 1 per cent " Da.
1| Mtolperoent . ... Ortixlsls recalpts; populstion of
ciles.
1 In excess of 4 per cont.

Hofl per esnr.gross earnings plas
3 per cont of dividends.
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Privilege or franchiee tazes, not in lieu of property tazes—Continued

Num-
ber of
Obfect of tax States Range of rates Meastire of tax
{mpos-
ing tax
(4} COBPOEALTIONS—DTILL-
rIEs—continoed
Rarrlxm:ina eompenlas 2 8250 to¥B00_ ... ..o Flat ratas.
oo 1 - .-| Gross sarnl
1 Par miie.
2 Populaticn of citls,
.4 (ross earnings.
1 .| Oross rweIF .
1 Gragais recelptls, populstion of
CITiNE,
P T 1 H of 1 mrmnt&rm oarnlngs plus
cant of dividends 1o uuusa
o 4 per cant.
(B} FINANCLAL INSTITUTIONE
Biate banks, saving hanks, 15 Siate corporation ioanse les.

and trost

oompanies

Buﬂdlng snd loan assocls.
tIo]gs, varlgus,

snd loan assocts-
tioma {domestic).

D
Buildl

D8 T,
Building and loan associar
tions forelgn.

D
Cxedlt unfoms.
Do

o
Diepositaries (not banlka} .
Floance companles (mito) .

P L T,
Loa%companlas (smmall), . _.

4

T R P T LTy C o

32 0f 1 per cont.._

$500 State lcense of $50 esch
COURLy.

0.2 pder cent. ...

to H00
:250 to $20 ench $100,000 of gross

us $111 par $100,-
of paid-in capi-

Btoldmntaper 100 ...
$2 to 3100

Smotf 1?01100
]
oy 000 over 85008]3

b e S
$3 to $H0.

Flat rate.
ABsels
Cnp%al stock, valoe.

R Popu.lation of

citles.
Capital; citle mey lovy oi»
half of Stale license,
Capital and sorplus

.| Capita] and sarplus; . olties mir

lavy equal license,
Average deposita,

Book value,

Full cask value.

Bock valug; dopredatiun ads
justment.

Par valus

cmuon ifcenss io thom
Btates,

Gross pigets.
Flat ratea,

Capltal dues pald lz.

Book value of capital stock:
I“l.{nt rates n addlsion to thar

ross earnin.ga
Flrat Iated in additlan Lo oihe
Bos.

- Popuhtlon of clua&

Flat rate
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Privilege or franchise tazes, noil in licu of property tazes—Continued

Nuam-
ber of
Object of tax States Range of ratas Mpasore of tax
impos.
Ing tax
() TRATRANCE COMPARIES
Insiiranos compankes. .. ... ool SR LR T Flat rates, kind,
D tlo Jife.__ 11 | 4o to 2% peroent oo vennn...| Orose preminm, less dividends
and relnsurancs,
|5 2 6| 1to2¥ percent_ memaeian o Do,
1| 1% per cent surplus pius 2} per tent.| Girosy pramiem bess dfvidends.
1 8125 firat 35,000 plus 2 per oamt ox- De.
} gmzoxi: om_!,_ Wi ot T’ & Dxa.
per cent surplia #3fag of 1 per cent | (irosa premiums
1| Mofiperoent. . ____.. Net value of policies in State,
1| 340 of 1 per cent vslue of capital | Investment incoms,
stock plus 3 per cent.
1|3 peroent. . . .. .ceeeeonnoa.. Qross | noom
U|1stodperoent o o aiaeaan. Gmsg pramiuma lasa ¢lvidends
B
Gl 1Mte 23 peroent. . ..o Grose pﬂmlums “less relosur-
FL.ICY
2| 1toZ2peroent. .. eiieaae e Gross pramiums less dlvidends
and relnmurancs,
Ellkkto3percent ___ ... ...... vo| Grosd preminme less reiosur-
ance,
1|1 par cent gross pramlum plus 2 | Orees premiums less dividends
per cent. and relnsurance,
1| 5125 first $5,000, plus 2 per cent Do.
SXORSS,
1) 8140 L0 820,800, oo aee Qroas premlums less relbsur-
shce.
1 2percent. .. ____ ... Ord  premlums less demth
lasses,
1. doeneen.. Qross pramlums,
1] el 1 per cont et value polleiss 1o State.
3 I Retallatory mates only.
2 ¥ oof I to2}4 per cent_. Grogs pramiuma 1633 retosur-
ance, less reburo pramiuma,
4| 134 to 254 per cent. Do.
1| 24 percent_ (irces premiums,
11 134 per cont. MNet premiums.
1| 2% per cent_ __ Mot racelpts less relnmurance,
lasa meturn premicma
1| %80co$0000______ . _______.__.___ Oross premium lass reinsprance
and return premiums,
M| Mollic3percent__..______..____ Da.
| Koflio 2%0 per cent. Do.
1|2¥iperecent_ .. ._.... Qross pramiuyma,
1| 114 per cent. Net premiums.
1] 2% percent___ Not recelpis less relmsurance
and relutn D gma.
1| %180ta$e,000 ., . _____________ Qross pramigms lasa reinsur-
ange and msturt pretiums.
Nl Hofito2percent ... ... ... Do.
___________________ Iy Wofipervent .. ._........| Nel premiums
Fratemal benefit “societies FE I LR 5T o Flat rates.
(domeat!c)
..................... i 8150to3376_........-.-_._..__.__,_ Yolume of husloess,
Fr:tarnn] beoeflt socleties 3. IR LR Flat rates,
(forelgm).
b, i1]3i60tesavs .. [, ¥olume of buslness,

* Rate of tax 1o these Slates is decreased meagurably If asaets or part of assets of company are invasted in

Btate or loes! bonds or real estats.
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EXHIBIT 8§

Income taz on individuals

o U o R s o o o o

3&; A hgﬂﬂﬁﬂNNNNﬁﬂﬂMf'f'ﬂﬂﬁﬂﬂthhh
BB [ iii ok
S st ! Al
Eg gggi IR N R R
g & ! LLLLEZIRndonniiad o liiant
5 S %) .
., * f 3
287 §§§: h%a—a%gggguﬂuﬂa§§§§§mn@nuv¢i
£5§ =Sl a3
20= med o8
] " j -
35 = ! 43
sey |
g SEE
Coo e e A i P e
g EZZ | BRI R R IR N
°on 2 = H a,
z e ; “
N v -
gﬂg §§§E E G ﬂﬂnmnmvifvnonn§§§§ueﬁaueoﬂ
[ H a
i > S & ]
: . )
& D =
sas BB 2
o i &
- H o
ﬁg §§§: g tgAgﬂﬂ§§§§mnmn§§§§«vavvvv#v
o ) H i
& “ : o -
4473 RER | 2 I S S R RN T SN N
288 st i| & | AR
%%’g §§§ CEEEEEETECEEEErEieaesEee
8 : AR EE R SRR EREREEAREECS
=F Hef &%
hid d‘ef : A ¥

I
Lo g

gﬂ 4 ; &gﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂ T3 TECT 00 00 00 6D 00 M 09 09
B = ' H)
éa gggj_ &?ﬂﬁﬂ—ﬂﬁﬁﬁ“ﬂﬁﬂﬁﬂﬂﬁﬂﬂﬁﬂﬁﬂﬁﬂ@@
—ed kol
&} - : -
55 §§§E tE—ﬂﬂﬂﬁﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂﬂ@wwmw@@w
Qh @ ! Al
Ea %ggi Ea_ﬁ—~aﬂuﬂaﬂmnnwnwnnvvvvvvvv
E; LA °
SEER I R
igh ! H R I I N A IR R
28| 48 it edddades
) =] '
RN Eggasasaddadadagionnaaas
52335 55 'ﬁ3@3$3333333833352“2”““og
sehgE S4q .23333333333333323"3"333"5
5] e i
coneE | 58| AsaEscecmsssssssniRRRANGR
<] [ A oREEREIRBAERERRESRLURERRER




255

PRELIMINARY REFORT ON FEDERAL AND BTATE TAXATION

"jued Jod § 98 pexe) Supeq ewmoouy yons ‘seyqrusyuy woay QO] JO BAISTI[ITO ‘TI0ou] [[8 uo Jued 10d g ¢
"SIuanIseAl] eAponpold WOl etmoouy (¢ To jued 1od ¢ g
("001$ wo jueo 1od 06z ‘1861 204) "poxey Aqmpeds £11edoad pus ‘sypsodep Baraws ‘sqiod jdeoxe £35edod 19YI0 U0 X¥] O 98I FBIIAY 1
“SPUAPIAID PUE 1581910} W)
omoouy uo juad tad g !fysedosd wuosmd e[qiiuwiuy ur sSmEIP oy sured jou o juso tod ¢ 'ssaursng 10 ‘opeay ‘Jmeuaojdme ‘suoissejod ‘Sapnuus urol) 9UI0IT] U0 JUBd ._onwm o
*9lodu] Jau Jo I8[op [SUER]
%491 8 yonm ¥ jo x¥ ¥ Led o) 104edye) v 10 a[qissod sf 91 ‘ourry Juosard ay7 18 ‘a10j01aT], “9[Q¥} U] UAOYS XB) JO ST O] sa[qnop juemrLojdureun Jof uctﬁmuhu..ﬂ“_uuoﬂﬂ
“9[qE] U} UAOYS S3YB1 10pUN PAINAWIOD XBY 0] YIXIS-IUO JOOPO Ul SPPE XB]INS punj (SIOUORA T, §
‘9% ‘PIyo Juepuedep yowa Y0g"L1$ ‘suossad periasux _m» ‘suosted a[Fuys ‘suopjduioxe jo nay| uj xvy [BuLIOT jsuieds J1pel)) g
"008§ ‘uosted parirem (04 ‘nosiod efuis—aus suorydurexe ‘sa[qIiue)uy woy ST OWIODU] (8107 JT 5
'X8] emoouy Jsujud so[qiSuLiu] uo xv] 19sPo 0} paso[[e Jesedxe] ‘S9[qIAUBIN] MI0L) SIIOOUT U0 XB) Jusd Jod ¢ ¢
"$9[qIANBIUl UI0)) @WICOU] JSUuSE POMO[[E JON 4
“Ayaadoad epqiusiuy o X8 Jo NAY| UL S K1Y, 9181 Jueo Jod § 167 B 18 X¥] 01818008 € S| 8191} ‘OUI0IU] YINS UO_!SPUSPIAID PUB JS9I19)U] UI0J] AUIOIU] aug} 12010 »
‘GUI001] 18U £1BUIPIO Y] 12A0 ‘0q ABUI 05U O S8 ‘00¢'ZS 10 00C*TE JO S30X0 9y} Aq pajruIg
911N} §1 SIOOU] JUIUIISIAUT B ISUILHE PAMO[[E U0 WOXA DY) U] ‘SJUOUIISIATI] TLOI] DUIOIL] 07 UOHIPPEB U] 901001 391 £IBUIPIO SBI JOARAYE) O] 10T S9SBO U]  *10S10d POLLIBUIL B
40} 008§ puw uosad ofFUIs © 10j (0FY PAROXD J0U UED PUICIU] JUSMISIAUL UO X¥] SIY] SUIRER Pomo|[e uoljdurexa ayy pue ‘£9yeIedes PoxXe] §| SPUAPIAID PUE 1591971 I0J) AUIODU] ¢
‘CETE 5991 X% ‘D00°64 Jo S800X0 U] "06$ SSO[ X1 ‘000'6% JOPUN PUB 000° 1§ ‘00§ S5O] XB)
‘000°L¢ Jopun puw 00‘es ‘0g¢ $S9T XU ‘000°g$ PN PUB 000'EE ‘0TS aﬁ %] ‘000°e$ JApUN PUB 000°Z$ ‘0§ $59] XUY ‘000'2¢ JApUN puw og [$—9UWO0DU] SMO[[0] S8 ‘S}|PAID UTB1I00 POMO[[B
218 e1ayl payndmod xe) oY) Jsmedy  “ewmoou; jeu Jo 000°1$ 1X80 00 5] PUE GUWIOIU] 391 JO OO0‘[¢ ISIY U0 Jued 1ad | Jo PEIISU] 9tuoou] jau (303 uo pajdde aq pnos jumed sad 541 Jo
9381 1000'z$ ST atoout 30U §,uos1ad v iejdweXy 9W0dU] PAIONIBIQ W) JOYILL DUI0OUT £11[BI0) Su usomy st 18y Jursn .mo“a..m 19110 W0d) A[JUADPIP PAIndy 98 $916. [ANOSSI ¢
"AUI0dN] [810] UO PASLq SUOIIRIIMW]] UIBIA0 07 109[qNs ST PUB 000'1$ A[U0 51 mojdmoxs 90} 858D DM U] ‘SO[}INUUB PUB ‘SPUIPIAIP )S0I0)U} WOJ SWIOITL JO 958 1] ydeoxy ¢

L e |@¥ |9 |g |g |g w) |9 9 |9 M:W L5t ) |9 ¥ g9 fo £ g JTTTTI000'001$ 1940
L € (e ¥ g |¢g g ¥ K] 9 9 1 ¥ |He (o) |9 ¥ Kaid g g g “T 770000018 03 000'0L3
L 3 (o1 ¥ g |9 g ¥ & 9 9 9 () | ¥ 349 Ms 9 ¥ ¥ g € g “TTTT000°0L% 93 000098
L g M._ ¥ g | g ¥ £ 9 9 ¥ M:w ke m) |9 ¥ ¥ 9 £ g ~77000°05% 03 0000F$
L £ £ ¥ g |9 g 4 1 9 [ ¥ n ¥ ﬂn Ms 9 ¥ 54e g g g [eme 000'0¥% 01 000'08%
L g () | ¥ g |g g ¥ o 9 0 ¥ (i) 4 g o) |9 ¥ e g £ B [ 000'08% 03 000'92$
L g () | ¥ g |9t |¢ 4 M" 9 9 ¥ __W ¥ ¢ m._ g ¥ 548 g £ ¥ |z 000'52% 03 000'F2$
L 3 (e ¥ g |9 g ¥ 9 9 ¥ n ¥ g o) | ¢ ¥ £ g £ ¥ TTTTT000'FES 03 000828
L £ (1 14 g g g ¥ (an, 9 9 ¥ 1 ¥ g for) | @ ¥ 2 g g ¥ “TTTT000°E2S 03 000°5ES
L £ m_ ¥ ¢ |g g ¥ ) |9 9 ¥ n ¥ g om |9 ¥ £ g £ - N s 000'22$ 03 000°12$
L £ 1 ¥ g |e g ¥ 5 9 9 ¥ 1 ¥ g g ¥ 518 g 3 ¥ TTTTT000'18$ 03 000028
L |t g Podn B iRy i 2 a) |9 9 ¥ wo| ¥ g on) |9 ¥ - | g R 000°08$ 03 000'61%
L £ 1 ¥ O g € ) |9 9 ¥ 1 ¥ o) |2 ¥ € ¥ £ ¥ “777T000°618 03 000°81S
L € ¥ g |e g 13 9 9 ¥ ¥ g ) | g ¥ € 14 £ - A s 000°81$ 03 000'L1%
L £ D | ¥ ¢ |g g £ ) |9 9 ¥ I, ¥ Q g ¥ £ ¥ £ i 000°2T$ 03 000°01$
L £ 0| ¥ g |s g 13 9 9 ¥ ¥ g o ¥ ¥ £ ¥ £ ¥ @ -83““ 03 000'S1$
L £ m ¥ ¥ |8 g £ 9 9 ¥ 1, ¥ ¥ ¥ pret] -8 £ £  Sdry |0 5700 000°9T$ 03 009'F1$
L |4 1 ¥ ¥ 9 g g 0 |9 9 ¥ n ¥ ¥ (o ¥ ¥ g £ € { P! I 004"F1$ 03 000'F1%

&

v

ql

b, GOO

Digitized



256 PRELIMIRARY REPORT ON FEDEBAL AND STATE TAXATION

JIIEES "SI

55018 uo Jupied s9redinod SOUBINSU] PUB SYUBLH ¢
“jdurexe X¥) wnux

-pad ss018 Aupded sepuedmod sonwInsu] WARIO ¢
“jdurexe sejued oo soUBINST]

pus ‘sortawdmiod jsnal ‘syueq ‘sepiipn opand s
Hoo3s [ejcder panssy Jo anfeA vow) jo 1§

zad [Iyo { UE[) §SA] 10U PUB ‘0Z$ ‘N1 WIMONUII ¢

“3duexe 1w
s1dpeood ss0I3 uo xv) Bupded sajuedurod sseadxy 4

“¥a09s 8y8todion
Jo an|ea Jre] jo 3090 Jad 1 jo 54 WEY] 8591 10U OS[V
SHONRIOAIND [BPUBNY U0 UeY] $sa[ eq jou

Jsnim dnod (epads siq] o X¥) (R0 TN ¢ |-

“1duraxaseued mod S0UBINSU| PUB SO AANT ¢
“Arsedord
euostad ajqiiuwiug moly $1d18091 55013 Jo 10D
Jad 1 Jo 054 10 ¥004s 978100100 J0 AN[BA 58D
118 J0 308d Jad 1 JO 0% WBY] SSI[ 94 J0U IS X[, ¢

“jdurexa are ‘sumpueid 55013 vo Surded sejued
~TI0% SIUBINSUT pUE ‘saruedunod 15N pus syued |
“pdwexe 01e sFuTUILd ss018 Jo
sisuq o fupded suopwiodiod Jo sapyIn D] ¢
‘01% “X®] WmUIaigy ¢

“1dwmaxe axw
sydipaaz ¢s013 Jo siseq wo Jurded sanmIn onaQng ¢
62§ X8} WIUIUI ¢

............................. BWON
...... soynedmod a[3sewop 07 004‘ee

]

"STUAPISHI 8IJOSNOVSSE N
0} pred spueplatp ‘morjsiodiod
udado] jo 9sea ur {pred saxe] L1140
~d01d {9)m1§ OPISIN0 PAULILS BUI0IU]

“gay
-unoed puw sajels 1gio o) pred
XB) QUICIU] PUB XT] SI[BY JO JUNOTY

XB) awoou; ayeiodiod
Jo 1ua0 1ad g2 01 dn sexs) £119
~doad peuosiad jo Jue0 Jad (o1 pus
saxw) A1redod ead jo qued Jod Ot

“(suo)
-] 03 109{qns) soxs} uHALI0]

............................. poo'et |-

009°1$ |°

1" (s19)01q Juipnoup
jou) suoneiodiod £jumoeg

i R 1
~IMPBNOEUL PUY  SS0UISTLE]

"eIuE{uq uo
9 pue ‘pon‘nrs 1xeU Uo ¢ ‘000'es
XU WO e ‘000°z$ 151y uo iz

S eemsosseeiae g
'POATBORI SpUAp

-la1p WO 9 pue ‘mied Ljunoes
o g ‘Jmwiodul $SeUsn U0 B4

‘BIUB[BY TUO
¥ PUE ‘000'Z$ P UO € 000'2E
puodes uwo g ‘000’z 181y uo 1

“TpeIRpIosuod 451 ‘ageredes sigl

BUBUOTY

................... TINOSSIIL

semrmmmms s AISSISSIN

............. SjplesnyoessRy

T 1}
..................... HBMEBL]

.................... BIAI02E)

TeTTTET T T TTTTIIMOAu 0 )

T RmIONED

TETTTTTTT T T T RAgulS pANUL)

SIBUeY

suopdmoxe pus SHpa1d

« 18] 07 J9afqns suorelodios)

(300 10d) MBy

uoPaIpSUng

28681 ‘1 iy fo #D suoNDI0dI03 U0 BITD} MO fO TURULIDIS SaNDIDELUO))
¢ LIFIAXA



PRELIMINARY REPORT ON FEDERAL ANT} BTATE TAXATION 257

*J0B 11U M [RIFDH S BY] JOPUT 59X} 07 1I8[QNE FAOHIBIO 100 Mo EHOULP J] CTUN{0D 61 Tf PoETi ], [[9,, PI0M 3 TIY 4% o

"0 £q

PIPIAID ¢ S80] XE] [EMI00 [€)0) s[enba xe1mg ¢ |-

“paysijoqe
porjewr od8IaA® ‘GESI ‘T 'UBL ld)JB ‘sived g
10} o) eduless o peseq xu], “jdmaxa a1
pue espaleyio pexw] ale sejuvduiod edueIns
-] puw ‘soyuedmoo 1o Joped puw ‘Suidaafs
‘Jupuyp ‘sejuedwod su| JySiey) ‘SpeosfIel WENS

‘[euopnypsTooUn U._“m“nﬂnm.h 1
-X? Q¥ suojjEPosse jyoaduou pue Fupyuwq

‘sojundurod souwansu} sequedmod a0jAzes AqNg ¢ |

*ydmoxe a1e sejuednios
ydeaderay puwe suoydeey ‘seruvdurod ssaadye
‘sojaedwod eouwInsu] ‘sojuedurod 1w Jopred
pae ‘Sujurp *Faides(s SpROI[ILI 102118 ISPROITIEY |

*£1sadoad e[qrsus) Jo en[BA IJE] Jo [19130amM]
-9U0 UBPY) SSO] J0U XB[, °[§ XU] WNWIIIN ¢

*soxu) afojrajad Jeyjo puy
*1]0Pap Luu puw 00'eS 8S9] }001S JO UK
1ad ¢ uwy) arom Sujumo us s1e0go sud
‘aLIooN| jeU aIjue Uo Jusd 2 uwy) 589 JON 1
“1duraxa axe ‘@185 [l
woa) auroduy Jo Jua0 aad gg Y ‘suopyeiodio)) ¢
“01% Xu) mmImaEy

‘o[quxe) jou
sojuedioo 90UBINSU] Jo owo0U] wnjwald Py, 1

swnpur
-a1d uo pue £319doxd [euosiad
a[qiiuw] uo Mg uj pred sexeJ,

............................ QUON |

“XB] 900U} Jo pagy)l
-3U0 JO §580X0 U] Jou saxe] Ajadolg

*§PUOY PUB §4007S WOIJ SUWL0D
-uy uo pied sexe], siujuIve
191 Jo s188q o piwd Saxe) eSIyOuBLy

smmemnese s auON

“xu) 938104 100 9Y} Jo U0 Jad

06 0 dn sexw) fjzedoid euosieg |-

........................... Fop=-=-

T )

B 6 &
‘serueduiod soun

-INsi] pue ‘[Bpuvuy ‘syusng |-

TTTTTTTTTITTTTuonIppe Uf X8lng

e0uw
-[eq uo g pue ‘000'1$ 1xOU 1O ¢
‘000°T$ 1X80 U0 ¥ ‘000°1¢ 1X90 U0
e ‘000'T$ xau uwo g ‘000°1$
xau uo %z ‘000°1$ 181y uwo g

e

............................. 1 ¥k

ezt 1]
*JUR[eq UO

€ pus ‘000°08$ 3x0u U0 § ‘00001
Jeu wo g ‘000°01$ IS1W Uo 7

S SStUISUOOST AL
.............. 1 TOIRUTYSY AL
.|............:..:N_n:nbaf
A L (1R Y
SR st e SRR

S st N P

Digitzes by (o ooglc



PRELIMINARY REPORT ON FEDERAL AND BTATE TAXATION

258

s 8 0 L il ety £[uo SJUOpseN ~"""ON | 000 ‘00T L9 8- = oy STy g M -8 A AR oups i
ae 308 HTAL uounwan“w
191130 [T9 JO [¥303 P! ey S et 1A P R | (S| e e i gt B e
9 Y §JUa] 69 000 ‘0% o019 L=2 L9 ) map H dbedas Bdash oo nn 20 | eanl ibETRD AU
[048Pa] JO 310 Tad 0§ URAMIA] DOUOIORICT. |*SUIPSAILOU P! B0 |-kt | 000‘0o0‘0r | 010 | 1% | Grc | ot op A¥onquex
X8} 8ouw}
-{I01u] SUSTUY PUB 308 9741 Jopun xej S — e e Sl e (Wl vttt | | oy 1o gt s 2 S e =
Jad (8 meamIaq edUAegI(Y T T T op “ON | 000 ‘008 a9 ¢1-¢  |MTI-€  ihe | PESREGSIRhr,  SE RO g
it ot > .cQE .qucgﬂ pue sjuapisay |"""oN | 000 ‘00¢ er-0r | ¢1-0r | O1-¢ 8- op |01
.ﬂ Bunas.._ﬂw_w
10430 [[8 JO [830] PUE 308 936 . ) " O AN O SO O | YU —_
TRIaDo. 0310 1ad 08 UaRidoq SOUSIOIC | ety et |t | e | el R el
“=-sax | 000002 0z-¢ 0z-¢ S1-2 0T~ |™~"S219Y [BI2IB[I00 PUE VUYL |~ 777777777 Togepy
wriao0n) uy erqexe; Luedord uo ) B o
109 0z61 .—aﬂgm..a_ﬁﬂweﬂah J0 qued 10d o8 oN (2) z z z z L[uo syuapisaruoN wjdioan
"398 QTA1 JOpUM IPald [810pa] JO 2 A, e ERSIEe = : " UPLIOLL
JUNOWE 03 pajjuy] ¥83 Inq ‘yusd ed g 03 1 |- wm NQENOs O OIS
‘0 “TTTON | 000 002 8¢ (¢-¢ ¢ -z H“..mm .... 1B MB[aC
.c.m “ON | 000 00T 8 -¢ 8 4 -2 L ETEREL (TS
‘saxe] qivep
19430 [[¥ jO [B30) PUE JOB GZH[ JApUN X8) . s I e L R e o S e C) Do Ay
E.M_vs.__ jo arﬁ_ .E_Mm 08 Udam}aq eoualapiCl “==ToN | 000 ‘00g 91-L ¥I-¥ 0I-¢ |¢'L - op opRIoin])
"X} aouwHey
-ul BWOJI[B) PUB 108 GZHT IOpuUn X®} . P » | TP Skt
[B19pa] J0 1u9 Jod 0§ UBDMIAQ HITRIAT(L Nk IR, |2s | | B ﬁ-ﬁ I N NI it LS
u:u.f 000 '005% o5 o1-£ 01-% o1 TTINOY [BI9YB[[0D PUB JDRINCL |TTTTTTTTTTTTTTRUOZIY
9561 J0 308 sz lon s b un s kst N e e vty =
aNuaALl Japun xuq [erepad Jo 1ued Jad (8 | SjUepISAIUON PUE SIUAPISAY T 0N 0% it e et st s QUON BUIBQE]Y
uap
S9981 Ul SINSIE | -[JU0
ﬂaa_ﬁ sio | BWUN% ) “hog | pue
-npudd ou |-3usnyg wwc.u:% €190 | osnods
(:®159 1900 B1p3ua 03 poyddy) ¥8) Jo nonwaddy £319 | spe10y PUD | gyoxg | uy xu3 Jo uoeopddy
X8} JO sa18y ~doad qOT A -AlAIDS o101k
&, | i
] junomy
~moD —10 S2YBI JO JUINSPH

$0XU] 998183

S9X%) GOUw] AU

Zm) fo 53704 ‘I WRF—FE6T ‘I K fo 50 B2z} yIDEp 201G fO aMIDIE PUISHLT
fi o

01 LIGIHXF

le

,GoogQ
C



PHELIMINARY REPORT ON FEDERAL AND STATE TAXATION 250

"m0 Jod § 01 2 'POYGIME ¢
ue) 3ad o 07 §°[ PUIGTOE »

TEBT ‘22 MY 84|00 XE} 06160 SUOTETROY »

uaa rod 4% 63 90 "ROPIM

oed ded g o} ¥y

‘§axe] Iwap

13310 [[8 JO [F10] PUE 108 9zZ61 JOPUT XB)
[210pa,] Jo Jusd Iad (R UBdM18Y UL
“jueo i corg

‘saxE] yjuap
13110 [[¥ JO [R107 PUE J0R Z6T Jepan xul
[Edapa] Jo 31U 1ad 08 Ueam]eq eIepIl

“198 GZA1 1epUT X61 [6I9pa.]

Jo joe Jad o8 UEL) S5e 10U X8] [§10] INq
“Juad 11 Zg ¥ 03 71 1XB] 21WISe [BUCINIPPY
e Jaad 1 X MUIsH

*SaXE] 1fjuep

19110 [[€ Jo [RI0] PUE 108 gZ3] 18pUN XB]
[RI9Pa4 JO 1Ua0 10 (% T2IMIN] SOTBIR[IICL

quan rad or o3 1 |

'S§OXB] I8P
101130 [[8 JO [£10] DU 198 OZ4[ I9PUN X8]

[eepag Jo 1uso 1ad 08 weamlaq ouslellqg |-
quas ad Loy |”

*X81 00eIau]
BUI{O18)) YUON PUS JOU 9761 IOPUN Ye)

[e19pa, jo Juad 1ad (8 wsamlaq sdUMAPICT |-

‘(108 gzl Jepun sa)el [elapad
jo yuao Jad 08 01 [Enba) yuea Tad 91 01 80

“SAXE] I8P
J91j30 [[¥ jO [8903 PUE 08 §ZAT JOPUN XY
1e19pa g jo Jue0 1ad 8 usamjaq uaIapiCL
‘9ze1 Jo 108
ONUGAST J9pUN XE} [B16pa] Jo Jue Jod 08

op~-

............. Afuo sjuapisey

B i oo .m_mwmm..aﬂmm.
Auo sjuopisey

-

T TTTLRION |
Auo m._nouﬁe.x i

CEES

“~§)UapIsAINON PUE SjUapIsay |

g

=mmmeseessese QU0 SIUSPISOY |
“TSIUIPISMIUOT PUE SIUapEey |°
....................... auoN |°

-

gs8 §ig =g
g28 €%

:
g

“SIUAPISAIUON PUB SjUaPISsaY |-
w0 |

ﬂda ﬂn%_am: T

PUON |""7sex |7
Aquo sjuepysey |~"
|-sjuepseuou pus sjuepisey |-

*-§)UopISOIION PUIE SYUODISAH |~ "ON
...................... (] i 1] ' §

o1-¢

£-50

1]
ST-1
91-1

"R YRS ¢
BODIA ¢
.|...1|1|<|.M_HHEC..W_.$
........... TISU0IS] M
T RUEIA I5OM
[ » o CE RSP ...:-cﬂ .............. —hc._wﬂmﬂwdbw
SRR Lo Bl | RS R e BIULEI A
JUOTHLIDA
L)
|||||||||||||||| SHXa.],
T Pl i) = Ry TTTTTTTTTTTR0ssouua ],
oY b i ko | | ¢ ke T BloNE( qInog
Stk e htes e i || ko ke BOI[0IBD) INog
....................... op~ """ T T TpuBls epouyy
“="SIOY [VIOIV[[0D PUB 0OII(] [~ TTUBAASULag
i lyﬁ——.-.uw.:m_._ Egﬂﬁao TR ..-.--.EOMQ.—C
....................................... BUIOYBY O
TRl [BIR[[00 PUR 1082IT |77 7T TTTTTTTTTT oo
T L T e e e T D BUON |77 """" BI0H8( yMON

) PR T HI0X MON

o1 [BI3]B{[00 PUE 3021
~ A[u0 sxpay 1181100

" 8119 [eJeje[oo pur uuwn_n_.
A[uo sX[oY [83038[10D

COTXOIA MBN

TEETTTTTTNAGRIOf MON
“rraausdme H MeN
TTTTITEITTTTTTEDRAGN

Digitized by C()oglc



260 PEELIMINARY REPORT ON FEDERBAL AND BTATE TAXATION

$aX8) A0UWLIAYU] Jopu)

W SR O|SRY|ERE MR oo st

‘sl 10 50 01 ajquodds 101 e g Ly ¢ € l|ooot |ooo'osr |ooo‘or |------m-m-------
40.000'001S 1, S0TEIR L O SN A0H %) 001 00& 00% 000 ”o.—. 000 0T o |7 2t BIONVCT YINOT
i 4 00% 009 002 000 ¢ (72 0 | i et Buj[o1e]) YInos

p 10 000" 0 0] 9! (dde joN X8} 0 [BuopPpYy “ . rrrt (S S [ e
59110 0000978 Jo $99w1s0 101 01 aLquolIds 1oN e o Ky oymaey | 00T 000t [oo0'sz |oo0'sE 000’ | pusIST OpOT
“gsa[ 40 000'00T$ JO 597150 j9u 0] 8[qB0I[dds jJou xu3 8IS | O 0 0 0 0 o BIUBALLSUUS ]
*918159 191 AJIJUD } © nodwmexa 0p0°01$ | 0 000'T 000"t (g) 1 M st Sl uogdai0
00¢ 00¢ 0001 opo‘or |ooo'gr |TTTTTTTTTToTmTet BIOYU|NO
*899] 40 000°001§ JO 5938159 39U 0 Aqea|dde J0T X8 NVISH | 0 0 009 009 ‘8 il N stk s oo
' U0[dmexe B[qee, | 0 0 0 000 ‘¢ 00008 [TTTTTTTTTTTUTRIONE( IMON
*889] 10 000'001$ JO 59718159 j9u 01 o|quoldd®e J0U ¥8] 9EISH | 0 0 0 000G 0007°0F: [t=rmereTs BUJ[OIN]) [ION
*pexw jou ‘suopjdmexe Fupjonpap 1998 ‘sse] 10 (00'ZE JO S918180 J0U Iy HOPAmexd e[quIey |~ mes s mee e B L AN A s JI0X MmN
0] O] 0] () . S po o it ent OOXOJA MON
0 0 0 000'¢ 1 S e ARSIdf MON
o 0 0 0 () ). EoEs aspysdmey MoN
"$89[ 10 000'001$ JO $918I80 j0u 0] e[qud|dde Jou xu) AWISY | 0 0002 0oo‘or |ooo'0or  [0OO'OTg |TTTTTTTTTTTTTTTOC BYSRIQAN
*s89 10 (00'000°T$ JO 59185 jeu 03 e[quaydds j00 x8) NBISY | 0 0 008 0002 17 i) e e BUBIUO A
*§S91 10 000'DO1$ JO $98188 101 03 A[qeof|dde jou xv) WIS | 0 053 00 000 '¢ 000°0% e |TTTTTToTTTTem % NOSs] AL
'218780 10U AJ[juR JsuTEdE nopdmaxe pOQ'e0Is |~ T T T T e D, 1ddyssiss|y
oq 001 092 000'T go0'or jomolor |ootiTstooTemaant BIOSOUUL A
‘oq 0 . 0 0009 000'¢ L BRI
oq 0001 0001 000 T 000'0T | 00001 -======- - ~g]|9SIYOSSB ]
o 0 0 0 (z) (r) TTSTotmmetemttTDUBIAISIA
‘oQg 009 009 009 000°0T | 00ODT [TTTTTTTTioonotenmees aujE
o 009 000'T 0001 000's 000'S L L
009 000T 0002 000 e TR | A Ayonjuay
og 0 0 0009 000 ‘1 SESUBY]
‘o 0 0 0 000 ‘ST Oy [T eesanESRRsaE B0
o 001 00T 008 0002 “susjpuy
0oL 00% 000'01 | 00002 SI0T([T
009 000'T 0002 000 % oqupy
589 10 0000014 JO $918159 j0u 0] ajquoj(dds jou xv1 ¢BISYH | 01 01 01 01 uwidioepn
*£[u0 $)UApPISal 0] POMO[[E ‘91E1se 19U axjue jsupsds mopdwexe 000'001E |TTTTTTTTTT SRR R R R wpUoLg
0L 0 0001 000 ‘T 000 e IBABER
*$89 10 000'001% JO 5918188 19U 0] o(qed(dde jou xe) MBISH | 002 009 000 ‘¢ 000 ‘01 IN2[I0AUUO
*§991 10 000'000'1$ JO S9IBISO jU 09 B[qud|[dde Jou XV} IMSH | 0 0 0002 000°0T | 0000 |TTTTTTToToometot opeiojon
‘o 009 000't 000'¢ 000'0T | 0D0'0g [Tt W[LIOJIBD
0 0 0002 000z Q000 . | prtEIATATYIET SESUBY1Y
001$ 092% 005% 00028 | 000'01§ |~""TTToommmmmmms BUOZ|Y
*889] 20 00000TS JO 593959 10U 03 o|qEdf[ddE JOU X8) BISG [~=="""""T7|TTonTImIIT RIS m s EEss s A mens s A men s BIBQE[Y
juns 1ss 10 | (3ups)
UV | 1 9ppup | Jemoag | puo | MOPIM
SAX®] 8}B)Se JApUf] a8g

vonduiars ‘17 Jpg-—3561 ‘1 filnp fo 80 39ID; yipap [0 6M076 JuRILT

le

1 (GOOQ
C



PRELIMINARY REPOBT ON FEDREAL AND BTATE TAXATIOR 261

“ope QoW T] OFTE 03 dN RIBINE PR SI0I0Iq Jaeo qoud f ‘poo‘ss 03 i ‘enesy (eao)| 0 pUE ‘000'¢s 07 N ‘PIMO Jomm p00‘0T$ ©1 4N 1dmers aopia 0 Fmesed Lppdary
30 TO8a O g0'ef @71 AN a1edB)E POe RI9G)0J¢ DM TP '000 (23 o) dn 1dwmexe aop)s 07 Juiesed L110d0LL +

peaofre i Bopdumne Feaopsodaid & ‘ednoll qloq o eged MIEIR eqi oM A, RISNI0 T]ELIS0 PUE ‘RIS 'HIOTE U s &)
paered 3} AT 009 DU ‘RBI0 TVMEO PUS ‘AU PIe MOM10IG ‘HAPRIC *A0p]a 93 o] ehevad {f S10nm 61860 J90 AT o) qpumBe Rorjdooxe 000'01$ 0 B] 920U ] COTXOJA] MON OF
‘porey 10N ¢
"1 (TN S0 ¢
A(ao MUApERID D 0} edfdde 161 extEieqay FRIoen |

o 0 000 ‘0t
0@ 00t 09T ]
) 0 )
o o 0 a00's
o 000‘r  jooo't | oo
"G 40 pp0'a0TY JO FX)MIER 390 07 s[qEofrdde Jou xw1 simeE | 0 0 )
e JOU BI[I0E 3 uopdurexs poo'old ==~ |-~



262

EXHIBIT 11
General sales tazes

FRELIMINARY REPORT ON FEDERAL AND BTATE TAXATION

Number of Btates imposing tax

Rsnge of ratas

Meaasure of tax

Manufactarers’ sales tax:

Com +iont

Mlssourl {8t Lo Kansas
Clty ule,

Kansas

Mississlppi
(. Lok,

0
North Carolins..
Pennsylvanis_.
West Virginla.

Loutsia
Gemeral retail Eales tax;
Conmectiout ..ol

Del L .

Rean ek e e e e e
Misgdsslppl . Ll

Louls, Kansaa

Missourt (8t,
Qity).

- hpercentplus 2; 1 mli] on $1_

$1 on each $1,000 or fraction thereof.

$5plus Mg of L percent. . __
¥ to ] per cent

Hooflpervent. .........

25 cents ench $1,000 or fraction
thereol,

$5 plus SI up to sl 000 plus [0 eents
per §

Woll per cent._

Mool 1 per cent.

$12.50 to $400. ___
3 plus 3 mill o;
Monf!l percent...

825 to $5,000.

$1 oo each $1,000 or fractlon .

5 plus $! up to $1.008 plus 0
ponts per $10G e10ess thereofl
Motolpervend. ..ooo.oooooo..o.

lte2parcent . ___.

Heof Ipereent. . oioiomaeeiannnn
$5 to $500 and u.

{ I per cent

Cress income from all sgurosa
oo nnincorporated bust.
pessms,  Minimum, g8,

(ross regeipts

Gross sajes. Hlod of prodeet.
kxemption, §1,20,

Magufacturers' outm.

Orosa proceeds of sales.
emption, $10,000.
Volumm gross sales

Ex-

Qross [ncoma from all sonres
on unincorporated busi-
nessey, inimum, $&

A 8 cost walie of goods
P iased.

Qrome sales; mmptlon. $1,200.
Domestle sales.

Yolume of gross sales
Gross valie of sales
Groas locome; sxemption,

$1 .
Yolumme gross cales.

Qross {ngoms all Bowrees oo un-
lncorporn:od buzlnesses,
indmum, 85
e%;m cost value of goods
pur

Yolume of g:rasa gales

Oross  pecelpls  from  sades.
Kinds of businesy, Exemp-
tion, $1,200.

Domestic aales.

Yolume of gross salesy.

_| Oross sales,
.| Gross sples Eremptics,

16,000,
Yolume of grose sales

$10 to $8,000.
EXHIBIT 12
Special sales lax on specific flems
HNum-
ber of
Ohject of tax Bintes Range of rates Meagars of tax
impos-
ing tax
(a) Tanglbles:
Adding machine. ... .. 1 (Beemunder {B) (4) 0 Retall | Oross sales,
Books (ac.hool text).-... 1l pereedt. e inae e COross receipts.
EACY S o3 T 1 (See under {(H) (4) {b) Retafl | Grosssales,
Cush registers_______.__ ) O T o ............................ Do.
Convict-made goods. . 1| 15 per oo Qross reesipla,
Electric refrigerstors. .. . 1 {Seemunder By () (b) Retatl
Eome-!ighting systoms . ) O L 3 Qross sales.
Fuel o 1 | 1 pent per gallon... Yolume,
1| Mofl Qrogs wholasale sales,
1| 2t2 .| Producers’ g:rmsa.lm walae.
11 4516G of 1 Qrasa sal
1] & per cent. Qroas salua&wbnlesa]e
1 (See under {B) 4} (b) Retall | Qroas zales,
1 Do.
2 Gross recelpta—flat mies.
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Special sales tax on specific dems—Continued

Num-
bear of
Oblect of tax fiates Range of rates Meanre of tax
lmpos-
ing tax
{a) Tabgibles—Cobtinted,
Typewriters. ... S SRR B ¢ 0. ¥ 1 |- B
Yacuum cleaners - 1| {See under (B} (& (b) Retal Da.
Deslers.)
Washing machioes.. Do
Carbon black. .. Flat ral
Cemmettt ... Pear barrel Flat rates.
Conunercial faed. Flat rales.
Foriflizer_ _ ... . Do,

Bt b Bt i b e bk ) i A el R I EE B D

(b) Intnnx}blw Personal sorv-
lees,

214 10 5 conls per hund
4{cent to 11 cents each.

&vents per pound. ...
1 cent to & cents per
2 conts per hundradweisht
5 cents per pound.
5 per cont

o

Flat mtes. EKind,
K

Da.
Flat rates.

Do.
| Qroas aales ovar 35,000,
Flat mtes,

Do,
Do,

Tro.
{Iross wholesale saled,
Kind and size,
Qrosa receipts; exemnphion

2200,

EXHIBIT 13
Poll tazes
Num-
ber of
Purpose of tax St&t‘?s Range of rates Measumn of lax
posing
tax
Btte (umrd 3 oS U 1982 ... _.._...] Males over
T IR0, . jAL2E to?l). Yermnzwsmh,
5 per cent to authormq.
1 8 iirercmnes| Unmarried to 05,
DI I Males 2] to 50.
T | 81} AL 2] to 60,
b I 2 S Males over 1.
neral expenses and PIRE 1.+ T Maies 21 to 50
0ne- ¢ schools),
State. (twmhuds r.o)schools and one-third 1] 1800 s All 31 to 80,
Deses
maﬁtwo-thsrds to schools and one-third to 118180 .. .co.oooou] ALl over 21,
gener BAPOOSAS).
(general @XPOnSes) I oo oonooeees 1§25 cents to $1.25.._} All over 21; varies.
I |5 oents. _ooeo...- Al) over 21.
IR 1 Males 21 ta 70,
2 1 25 cents to §1. 500 AL to 80; Out rates,
AR JE7T 11— M:olesrrom 18 and 21 o 3 and
Bl 31t0$6 e Angvar2l,sndnllm21wm
an .
4 Males fromt 21 to B} and 70,
1 Males21 £080; singleor married.
13 Al ower 21; all 21 to 5 and 70,
wmalwdovaar 21; and msales 21 tg
and 70,
Mun(eipa] schools. [T 3 O All over 21.
3unlelpal streets... 21 [ $1to$30. .. ._....] Al meles over 21 and malm
from 16 and 21 to 45 and A,

! Inbabitants of incorporuted towns exempt from county poll Laves,

153011—83—18
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EXHIBIT 14

Licenses and permils

Num-
ber of
Oblect of tax States Range of rales Meazure of tax
Lmpos-
ing tax
{4} ANTHEMENTH
Facilities:
® Amusement parks_ ... __._... 11 Flat rates,
Do 2 FPopulstion of eities.
1 Filat,
1 Per unit.
1 Elnd.
3 Do,
1 Tabla.
3 to 8100 ... ____ Flat ratss.
4 Pnpuhticn of cltiea
5 ut rates.
& Population of ¢lihs,
18 Flat, per tabby,
) Per {ahie per year.
$25 each additlonal table.
1 8‘1{0)0 fat p]us $50 per table over
1ahle:
1 pulation, plus $75
per tnhPouver T t.st
P 35to 8100 . .._._________| Flat rates,
3 | $12.60 to $250 Population of alties.
17 |35to %40 . __..._.____._.| Perslley.
& | 5 to $40 first alley plus $6 to
$25 ench additional alley.
Card tablas—gambling__._._. . T | 3300, e eiveiaaanae- Flat.
Ct(mclg:lgs) snd dom!inp boards 1| 8Bto¥8eeocao_...! Population of altlen.
public).
Dance halls. ... ... ... 12 1 36 to $150 Flat ratea

Do, . . 5 | 85 to $250. FPopulstlon of cltisa,

Do.. 2 | 85 to ¥250__ Capacity of ba

Do...... R 1800, e eicmieaeea- Feor day operating.
(¢} - 1§12 . oo Flat.

erry-gtvrounds - 7 | $10 to $100_.. Fiat o
........ . 2. 510to $7h.... PnpulatIon of ciths.
Mlnmum golf_ . 1 | $10 to $200 Do,
Moving-piciure theaters. - 6 | 85 to $200.. Flst ratas
Do, . T8t Populstion of citles.
- 8 | 810 to $500. Beating capeoclty,
- 1 | X}cants pe Do.

D - 1| 50 canta 1o $12 per dey._ . ...... Do.

Peuny e, 7 FRE TR 31 POpuI.sr.Ion and num-
ber of devloes,
Puoel room 5| 86te™0. .. _..________._____| Flat rate.

Dg.___ 41 310t0 3500 . e iiiiiirieranas Population of cithea,
Fool tables . 26 ' 85 to 3150 per table .. _______ Number of tableg.
Punch hoards 10 $250t0810 ...................| Populatlon of cltles,
Race tracks (horsm). 1§ $1,500 to $2,500 per day.. ... . Populatlon of elty.

1 SR, 14250 to $1,000 per day..._...... Gross receipts,

b 0 T, i | One-slxth ¢f parl-mutuel com- |

missions.
) 5 - 480t 8300 .. ... .........| Slz& of treck aod popu-
lation of city.

Recrentlon campa. .o oo oo 10810 iiiiiaiaaao..| Flat,
Roulette wheels__. 1 Dao.
Bhooting galleries 1 Plnlt land population of
Skating tinks oo 8 Papulation of cltles,
8lot machines. 5 Flat rates.

Do __. 2 Fopulstlon of clt{m.

) 1 5 $ltod50 . ..o . .....| Merchandlse or amomes

ment,

B S, 3 Blto¥80 . ... ....| Valua of coln to oper-

ate,
8lot machines (gambling)....... 1 Flat.

2 R, 1 Yalue of cola,

Blot machina (]igstnge stamps}.. 2 Fiat rates.
Swimming pools. oo [} Populstion of eltles,
Vaudavllle theaters. 9 Fiat rates.

j 0 1, 9 Population of cltlm.

Do, 5! Seating cepaciiy.

Do ..o 1 Tip.

Do..... 1- zeat. Do.

) 1 1 O 1| $15 frst 100 seats, $4 each ad- Do,

ditional 100,
‘Weighlog machines, penny _.._. 2]1%2t Flat rates.
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Licenses and permils—Continued

Num-
ber of
Oblact of tax Btates Range of rales Measure of tax
impos-
ing tax
(A} AMUSEMENTI—CODtinued
(3 Particlpants:
B?lj&lﬂg (:ceferees (ssponds, 4 (Mo 860, L Flat rotas,
u o).
TORRIOIS, . - oeeeeeeeemane 2 B to 82 . s Fiat, sach parformance,
@ Performances:
Atbletlc axhibltions.....oocaones ] 3 810to 8180 . oo
Boxlng exhibitiona. ... ... 14 Pl;lé,l popalatlon  of
a Flat, day,
10 Numbar of elreus aam
5 Population of clties,
i Seatlng capaclty.
2
2 Popu.latlon of ciile,
4
8 Si}:e ‘and seating capao-
2 Pupulaﬂon of eltles,
1 .} Plat, annual llcense.
9 Flat each perform-
8 Per dny fat rate.
5 Slif and seatlng capao-
¥.
2 Papulation of ¢itles,
1 .| Enth county
1 Each pe
1 Fiat, snnual Bt.ata -
CAnse.
Bbows, translent. .. ... _. 5 ta$100 perday_.. . ....... Flat rates.
......................... 8 oﬁmper [ T R Sif? and seatlng capno-
¥.
2| $20 60 $100 ..o Flat, annual llce nse,
Mlscellanaoua (carnivaln, exhi- 2| $1tos300 perday..ouaam ... Flat ratas,
bitlons, ete.).
D U 8| 50108100, e Flat, annual.
b L 1| $3,500 10 $5,000- -0 croaen e s nnulg. populstion of
{4) Goneral (mil Btates provide that
dtles may Lysos permits for amtse-
memts of ali kinds).
(B) BUBINESS LICENAES
{1} Chain stores:
Taxatlon. ... . ... [ $lio$ls0 perstore. . .._._.. Number of stores,
D e ctet e mam———— 1| Mo of 1 per cent to 1 per cent | Valume of gross,
groas sales.
)8 1| YMoflpercent. ... ... ..... Grors Bales.
b 0 T U 1| $10, plus 10 cents per $100 of
te purchases In excess
ol $5,000. .
1| 15 cents par $100.. ... ... Avernge capltal in.
vested.
5 Flat mate, retall.
2 Nature of marchandlap
4 Yolume of business
1 Yolume of buslness,
relail stores only.
1 | 450 per $20,000 over $100,000. . Groslﬂales, rotail stores
only,
11 $10 o 20 plus Mo oflparunt Exess of pirchases
10 M of 1 per eont over $2,000.
4 | $20 to $500. . --| Flat rates,
11§10 to $100. . Pupu]al.lon of elttes,
1| $10 to $25.
n 0 $500. ... I‘lnt rates
4| $10 to 386250 ... ... .| Capacity.
1 | $100 to $600 per mwachlne.. ... Do.
1|4 caentg per pound carbanie gas
used.
1 | Ecents per barre] of 31 gatlons.. .
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Licenses and permils—Coniinued

Veneer or hasver.

Nuin-
ber of
Object of tax Btetes Range of rates Measurs of tay,
impaos-
ing tax
{3} BUSDNESY LICEN3Es—continned
3 Manufacturers—Continued.
Brooma. c oo cecm e maenaan 2 S0 90, e icaicaaeas] Flat Mates.
Candy. i iimcrian. 2 320 320 Population of eltles.
Canneries  (frufts and  wege- B8 tos00  lIlllIIIIUT I Bkt rates.
tabjes).
{Canperies—
CIRME. . oo vcvecccacoeas 2 { 3 and 10 cents per cosc and per
bushd respectivaly.
2| 35 te HI00. e De,
P50 snd.. .. Yolurne,
1) 3 Lo 20 cents pwr wade_ Da.
IR 1 S weae-| Flat rates.
171imntacase plas 360 ... Flat.
2| B R e Flat ratss,
1 | 23 conts per 109 pounds.......
1| Hto 5*- c:.m per pound. . oooo.o Volume,
3 30t s s Flat ralon,
1 &%t—o__S‘ub‘"“""“""""““ N Dbe of it
1 o esarcnc e amee--| Number of emplo
3 | %50 Lo 3150, Flat rates, ployect.
i &70:0 £500_ ... e cmmm——— Capacity.
1 R [ . |
1 SIs o 8300 . aeiniicn - Tapital.
IR T, F
1] 815 et ___ ... .
2| #5830 e i ea i
1| $12.50 to $37.50 plus 23 cents a | Volume.
ton over 1540 tons.
Fertilzer . oo oo iiiieeennns 2] 82250 t0 $25 .. ceineomen .| Flai rates,
G e e e eam e ————— 1 $2.50 gy 100 bons_.__. Yoluma,
1 | 43 te 50 cents per ton. D,
| 75103375 Caplital,
2| H5te & ... Capacity.
6 | $iC tc 325 per brand Flat rates,
2 %i0tadiog. ... Do.
1% .. ... Do,
1] $15t0 3300 Capital
1]%80....... Fiat rate,
1| $10 to $50. Population of eities,
5 | 5 30 $500. Capaeity,
18 | $1 to $100 Fiat rates,
LRIR 3 3 L, Populstion of uu-.
1| $60 ; lus onehall osnt per | Flat and volums
gailon,
Lightnlngrods. .. ........... 2 820 IR 1.1, Flat ratms,
Macaronl.. ... i Fiat mie,
Malt . i Do.
Mattresses.. 3 Fiat rales,
Do, ... 1 Population of oitles.
Mitk, condensad 1 Capacity,
MUk produets. . I8 Flat rates.
Mlllwork. .. 2 Kind and eapadty.
i Flat rate
4 Fint rates.
2 Populaticn of oliles
1 Flat.
1 -| Flat rates,
1 -| Fiat raia
1 Ca
1 Number of employess,
1 Capacity.
1 Flat rais.
1 Do,
1 De,
1 Do.
i Capacity.
1 Flat racs.
3 | $20 to 3150 .. U 71 1¥.
1 Voiume,
_____ 1 Flat rale,
3 Flat rates,
1

V¥all boards. ag. ............
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Licenses and permits—Continued

Num-
her of
Object of tax Stales Range of rates ATeasnre of tax
impos-
ing tBx
{B) BUSIMESE LICENSES—continned
{® Retall dealers
{a} Foodstuﬂs—
Bakeries . ... BiSllo%i0 oo ..._..| Flat ata.
) S, 1|8 Volume,
Du ........... 1 KNumber of smployee
Hear, near.. i Population of clties,
Candy...-.- & 1at rates.
b 1 Volume,
Cider........... H Flat.
Cider, imitatton__ H Do,
Cofles, roasting. __ 1 Population of cities.
1] Flat rate.
1 Flat rate.
14 Flat ratem.
Yolume,
Flat rates.
Flat.
Flat rates,

Rgsldeni.s or monfesl-

Da._
Ive cream, “imitation
Market siands....
Meats ...
Do

bt et OO O D G0 GaD b G0 ok s N i G B bk bk O St e bam bt

Tales,
Population of citles.
Yolume.

1o T
Mineral water Flat rales.
Produee. . oo veeeaveas Da,

Soft drlnks-
Boitled______.__.... 1 Do.
Foun

Do,
Population of clties.
Volume,

Populatlon of clties.

¢
gmycias (repalring). . Flat rates,

<4y Qeneral—

Adding mechines . ... 3| PIOte8100 . Flat rates.
R 3| $25to 18750 .. ... Popiiation of cities,
. 1| §100 plus 1 per ceat of. Gross sales.
- 4 $ltod800 . _.. Flat rates.
. 1| % to¥, Volume.
. 1| %0 ... Flat rates.
. 11820, ___ Do.
. 8 | 310 to 3275. Populatmn of citles,
- 2 310 20 $25.. Fint rates
- 6| 3510 $100__ Popuintion of clifes,
- :1' $50. . Flat rate,
- 1
- ]
- 3
. 1

]

00! T SR Do.
Bufiding materlal _ $5t0 825 __ Do,
J3 T, $25 to $100. Popuoiation of clties.
Bullrogs. o $5t0 $TB. eemeaiam - stidents or nonreni-
ents.
Burglaralarms. ... 2185t P00 e Flat rates,
Do, _ ... . 1| $100 plas ! par cent .
Cards, playlng . & | $2.50 to £30.
Carrlages_....... - 1|86 ... Flat.
Cash registera_ . ... 384100, ....... Fiat rates,
) £ S - 3 | £15 to $137.80 Population of eitles.
Do - 1| $100 plis 1 per cent____ Clrosa sales,
Cigarsties. - 15 | %5 to 360 Fia} rates.
Do_... 10 | $2 to 3100.. Popu]alion of cltles.
Clgars... Q| 55 to $50 .| Fiatr
Do___... & $2t0850.. Populstmn of clties.
Coal or coke. 2 32tods Flaf rates.
Do nees 8| $5to 3100 Popu.lstion of eltlas,
Coffilne....___ 3 | 210 to %150 Do,
Commerelal foed. 15 | $2 to 325 per brand Flat rate.
Conviet gooda, .. .. . I .. - Da.
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Licenses and permits—Continued

QOhject of tax

Num-
ber of
Statex
trnpos-
[ng tex

Rangw of rales

Maasure of lax

{B) BUSINESI LICEA3Es—contiousd

(4) Rotall dealers—Continued,
{8) Genmeral—Continued.
Croasties_____..

Directories, compilers. .
Dmsgis§ {lquer U-

\'Ischinery {tarmepomd}_
Matiraasos_ ...

Ball games_........
Ontraind ...ceea .

MUlnery. .ol

Mlining products_ R

Monuments....oeerana

Motion pIctums. &g
{ribueiors,

Navy F:1 %) o .1 T

—
[ Ty LY

-

—
b it B bt it B3 b B ) O o e b et B D e

-
—— el b SR RIS T Bt gl DG et e bt bt O ] bt bt B3 bt

L3I0 R 31 b
BOeDty .o

$500 State Heense; $26Glocal. . _.
eentsto 3100 ...
3L LR i

$

$250 plus 310 or $20 each sddi-
tional car,

$25 or $100 plussmormmh
additlon.al carload,

$ $£50. . [
$225 plus §75 per wagon. ...
$30 plus Mo perocent...........

Flat,

De.
Population of cities.
Flal rates,

FEach nrageription.
Flat; kind,
Popu]g:lbn of citien

Grosa salés,
Flat rates.

Do,
Flat,

Flat rates.
Fiat,

g
rates,
PODLIDIB tlon of citla

Q.
Capital.
Flat rates.

Do.

Do, -
Population of citie
Qroag sales over 85
Flat rates.
Population of cil‘.lﬂ
Volume of businex

Popumlon of citie.
Kinds of fur.
Flat rates.
Fias yotes.

raLes,
Population of cities

Per carload.
Resldence.

County license: res

Plat rates.

Population of citi®-
Plat rates. 1.
Flat rates; par oo
Per county.

Groes recelpts,

$10to8ib..__________._.____.] Flat rales.

$I00. . e aaa

concassion.

Populatiom of citied
Flat rales.
Population of cliiet
Flat rales.

Clties over &0,000-

i,

ates,

Population of cltb
Lo,

$100 t0 $1,000. ... .o ... Fint ral

325 to w........._‘_._.......

Capltel.
Flat raien
CIOage.

Kinds.

Gross sakes.
Do,

]
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Ldcenses and permits—Continued

Num-
bar of
Oblect of tax Btates Hange of rated Measure of iax
Impos-
ing tax
() BUBINESS LICENSEE—Continued
{1) Ratat] deaiers—Conticusd.
{0) Gensral—Contlpusd,
Cilsand kerosene....... 4 Flat retes.
DO 1 (Gross sales over $5,000;

Secondhand furniture. .

Beeds—
Agricuitural. . ......
Cotton

Wood
3) Wbolmaio deslarn—
10 Booessor!

Resident deaters_..___....._

1 MNouresldent dealers. .

0B TOAIN. .. _.oooo.. .-
Lu.m

e e i amemaiasac—aan

Deo...

O L e m— -
Beads, agricuttural .. ...,
Soft deimks ... 11T

B Y
D T
Tobanco.

[

L L L g P - R vy Yo T

bt et bt et G et e B B e e S RS GO e D YD TR D e Tt G0 e e e O G B3 O e ket B Y R e el B

310 plus $2 emch additional
place of husiness.

perbrand. .. . ooeeeeeeo-

$19 plus $1 per 1,000 poands. ..
Mool Ipereant.. . . .ooooo...

State licerrses; popu-
lation of citles; alty
Heenes.

Flat ralny,

BoM et auction.

¥lat rates,

Do
Fopulation of eitles,
Flat rates,
Fopulation of clties,
Flat rates,
Do.
Population of clties,
Iat rates.
Do,

L.,
Populatlon of eitisa.
Flat mtes,
Popuistlon of clties.

Flat ra

Popu.l.mon of counthes,
Flat rales.

Groms sales

Fliat ra

Popu lntton of cltles,
Fiai rates.

Per county; fat mates.
Population of coonty,
Vo u.me‘

Popu.l.attnn of citles.
Groms gales.

De.
Popalation of elttes,
Flat.
Population of citles.
Flat raiei.

VYelums,
Do.
Fiat rales.

Crons gales,
Flat rates,
D,
Population of citine.
Flat.
;opulstion of cities,

i,
ls’opulstio:;:& <t>mes.
torege ca ¥
Vdrl.?gm handled,
Flat ratea.
Do.

Do.
Populastlon of elties,
Ench brand.

Flat rate,

FPopulation of county,
Yolume,

Flat.
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Lacenaes and permitz—Continued

Num-
ber of
Ohiect of tax States Range of rates Measuro of tax
tmpos-
Ing tex
{B} BUBINESS LICENaxs—continusd
Peod
© (n) Genern}--
Merchants (temporary
stores} n Flat rates.
Lo 1 32,000 Value of stoek,
Do 2 C:éles may levy $1 Flai rales.
Do 1 aagg N}])lm eity lcense 4100 to | Popnolation of clifes,
On foot—
State llaenses-.“ - 25 Flot rates.
County lcensas 18 . Do.
3 Population of conatim,
Witk pusheart_____ 2 Flat, tates.
Poddlers by vehlcie— )
Btate lloenses ______ 12 Dip.
L I 16 Flat rates; pd o
vablcls.
County leanses .. .. 8 lat rates,
............. i Flat raes; kind o
vehlela.
] T 1 Population of connty,
River traders—
Gtate lloenses_ ... i Flat ra
Do 1 Klnd of merehu.nd.iu
2 .| Flat rates.
1 Blra of boat.
lélat raies.
£¥.
Flat rates; kind of food
Flat ratcs.
Volwme,
Flﬂt Lea.
?uhuun of m:rly.
tioa ovar 40,000
FI.nt hias.
81030 § 106 Do.
Do,
Fer county.
Populaglon of counf?.
Flat rates,

s b € 0 bt o D Bt bk s b 0 5 £ b bt o D £33 e B3 3 b O e pt D ] DD Bt (A0 bt B0 B 1D BD bt BD

et e et i B e

.| Per county; fiat ratm,

Popu.le.t!on al cowmiy.

. at rated
-| Ench venicls; fatnis.

Flnt rates.

Per county; faj nia.
Population of eoudfy
Ench vehicle; 28t

Do,
.| Flat rates,

Per county; Sat riis.
Fopulatlon of comdtf.
Par county; fat me.
Population of souaty.
Per county.

Da.
Population of pount?.
Flat rates,
Yolume of businas,
Flst rates,

Do,
Per county; st mte
Population of coante
Flat rates.

Do,

Do,
Pepulation of tounly.

Each vehicle,
Per county.
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Licenses and permits—Continued

271

L

Population of cities.
Piut ratey

Population of citles,
Number of empleyees,
Per mech!

Num-
ber of

Ohiect of tax Staies Hange of ratea Mensure of tax

impoa-
ing tax
(%] BUSINESS LiCERaBs—continusd
(0} Poddlers—Continuad,
{b} Bpesific gonds—Cootioued.
Produce from railread H Flat.
cars.
Do, et 1 Peor car.
1 Fer car; per county,
1 Per oounty.
4 Flat rates,
1 Per county, Bat rates.
i Each lown,
5 . Fer county; Oat rales,
1 $l‘§ to $!25_ . Population of counly,
2 Flat mtas
1 Each town.
2 Por county; Oast mies
1 Fopulatlon of evanty.
3 Fiai rales.
(D Miscellanecus concerns:
Abstract companies. . .. .._.... 3 Fiat rates.
D 4 Population of cliles.
1 Qlroas earninge.
[ Flat rates,
1 Population of eltisa.
1 Number of countles
dotng boos e,

& Flat raies,
5 Popnlation of eltiea,
2 Sige.
1| 3 cents per sguare foot_ ... Do,
1 | State llosnse, $23 to $100sach_ .| Numbser, -
1 | City Hoense, $5 to $156G gach . . Popu.l.ntion of sity.

Do e 1| County, $25anch_ .. ... ...._| Flat,

Advertising, piclurs slides 4| 32to 815 Population of oltles.
Advertising, street tars.. b3 IE T Each oar.

Do .. 1| 210 to $125 Population of citien,
Apartment houses 1] %5 Flat.

£ S, 18 . Each 10 rooms.

Do, __________ 11828085 Number of rooms,
Appraisal commpanies 1§ $10 o $50. Populatton of eltlea.
Aquariums . 1 0 .. Flat.
Automopbile-batiery statfons. .. 2| %50 %50, _ Populstion of oitlea.
Automabile-body builders 1|§3tos20 Da.

Antomobile motor clubs. .. | 2| 310 {o $100 Flat rates,
Autemobile tourist camps. 1% .. o.

PR A A B 7~ A Sise ead oumber of
Automobliie travel bursaus. ... 1| $20 40 850 . i Population of eltles,
Barber shops. ..., 5| $1to$10___ Flat ratas.

Ix 38108375 Per ehalr flat rates,

I St .. Psrfclihsl.r. pu'pulnuon

o

1| #2to 818 ... .| Wumbar of chalr.
i1 Flat rales

4 Por room; Oat rates,

4 Popniation of citles,

} Flat rates,

o,
Bootblack stands. . 1 Flat,

De....._.. i Per chalr.

Do . b Wumber of chalrs,

Do._ 1 FPopulation of cities,
Brickysards. . 1 Flat rales.

Do .. 1 Capaclty.

1 Flat rate,
............. 1 Watt powar,
Businm colleges. - 2] %6 Plat rales.
Check rooms_ _ 1| $50 fint plus $2 each device.. .
Do.... 1 | 25 cents each devloe R
2 Rate of charges.
{ County licanga,
8
4
4
1

e,
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Licenses and permils—Continued

Num-
ber of
Ob)ect of tax Btates Range of rates M eugure of tax
impos-
ing tax

(3) BUSINESS LICENSES—cont!pued

(T) Miseellanecns conperns—Contd.
Colsttorage plants. . _...._....

—
bt e £ Bt

El.at mil.es.

Bpacity

$7.50 to $: ----| Population of citles.
Gross receipts; conaty

P T

Construction companles.______. rates
o........._f?l.:.-.-._..._. Vohume of buslness,
Per contract: amoaat,
325 plus 50 cents per $1,000__..| Contrasts over 3,000
$106 plus $100 to ?e 1,250 each....| Contract over 310,000
amount of oon
Flat.
Eoiun;tz.
spacity.
Gross recelpls.
Per bale.

e
Flat rates.
Do,
Fisat rate.
Flat rates,
Flat.

De.
Sjtm.
County foanm
Flal

t rates.
Population of cities.
Flat rates.

LDl h -

Cotwn
Cmot ng planta.. ... ...
Dead animals, d{sposal plants. .
Dredging boats, companies. ..
Drﬁhng companies, oll.___.__ .

Dry &
Ekctdmi ocontractors. . .
Featlt):gr renovating. __. .

Slm L}

Numb{ar of #m JJIOW'
Populationof clties-

Jroas receipts.

Giross recetpty
Popnlation of dlises.
Flat rates,

Slen,

Lopulatin of &t
Al .

Number of roafd: ol

raled. .
1006088 10 $8 DAL 100D e va e Siﬁiipﬂoréiﬁ pert
Lilig ! -
)
o Populstion of dUs-

T s ot T3 e et Wl Bt 5 Bt et B3 O B Gk B e B e Bt B et B bt RO

—

Hotels(sailors boarding houses).
House movers,

el s BN B2 D

Knnnels. R
Knlt:lng mills.
Do.ooo...
Laboratorles...
Laundries—
Hand. . o eeeeans -] Flat rates.
Do. . 6 Populatlon of cithes-
Do. ... 2 Volume o{bud-ﬂe;*#_
De.. 2 Number of empk’
Bteam._.. 5
Do.. ] Pulstl-on ofdﬂ*’
Do.... 2 olurne of busld: ‘Fﬂ‘
o 2 Numbﬁr of ampH
Livery stebies & Flat rates
.......... 2 Number of stall-
Mschins shops 1 Elng and sm ‘DIW"
............ 1 Fopulstion of dt¥®
Matmss ronovating. 3 Fist rates.
News companfes_ _.________ 1 Flat.
News companles, dally pa 1 Population of
Nows companiea, subseriptions 1 Dally papen.
News companjes, other contaats 1 Other papers.
News butchers, tralns ? Flat ratay
2 M leage openisd-
2 Flat ratas.
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Liconaes and permils—Continued

Num-
ber of

Object of tax States Range of rates Measure of tax

impos-
Ing tax
(B) RUSINESS LICENazs—continned
(T)'Miseelhneous conosrns—Contd, :
Pigtron storage. ... ._..... 1 Flat
Plle drivers. . __ i Do,
Planing mills_ . 1 To.
Do .. __.. 2 Capacity.
Frossing clubs. 1 at.
o._.__ 1 Numlbsr of employes,
2 Populstion of clties,
Pﬂntinx, 1ob . 1 Flat,
Do........ 1 310 to $25, plia 33 per machine { Capasity,
Public baths_.... 4 20815 .. ... -o.-...| Flat rates,
Public THASSRTEOTS 3 Do,
......................... 1 Population of cittas.
Pllztb: ir.; messengers (publle uti)- 1 Qraay earnings.
83},
Pubilcscaley ... ... 1 Flat.
Repair shops (shoes, ete}, ___ . 4 Kind and poptletion
of cltiea.
Reatpursnts. . ... .. waacacanna 2 Flat rates.
D & 8l1e.
1 Cap!élal and pepoletion
tieg.
1 Bfea and population of
cltfea.
2 35 and 810 minlmum,
1 Gross recelpta,
1% to 310, plus 20 cents per Populntlon of citlay.
$100 of purchiases,
R:isxt:aumnts using oléomarga- 2 5 to SO0 . Flat ratas,
8.
Retort plants. ... _._...._.... 1 810 LLR - Capacity,
Roeck-orusbing plants. . I [+ E. .
Roofing companles. _ I sm &nd up... .-+ Number ¢! employees.
Bawmills,,...... 4| $2to8r 000 .._...............| Copereity,
Lo 1 | 10 cents por 1,000 foot.. ... Lumber cut.
1 TFlat.
1 Flat rates.
13 Do,
1 Flat.
1 Popudation of oltiss,
2 Flat rates.
4 Dro.
2 FPopulation of alties,
3 Number of animels
killed.
V| Moperoent. . oeooooenaoenan--| Gross earnings.
....... I SeT 800, .. D,
qiaushterhouma (hcrm “ele. )A.. 1 850...... At et aer---wa-| Plat.
Stevedorns, contracting. —.-...- O I De.
| T S P 1| 8150828 . eeeeen.--..| Population of cliiea.
Btock exchanges ... 2| $100t0 8500 .o ooaaaooean..-.| Flat rates.
-Tanneries. . ooeeran | B I3 Fiat.
Title gnamaiors... 1| 850 Lo 8380 e 2s-==.| Population of clties.
Tcilis)ts, 1% SN 1 $m mhhpius 2 per “eent....... Qrosa recelpta.
......................... I e cmmmaapmm e ———— rate.
Toll bridges. . . ueeumnoraamuacuas 12 $1 to $500. ..., --.-| Populatiot ¢! connties
. I e 1l 4parcent. . ... ... .., | (ross fares,
Toll roftd. . ceorecrrmmcacncacaaa Il2pereent. . . ......_....] Notparnings.
Da.... 1 Fiat.
Tell ferries. 2 Fla rates.
THo oo et i Size.
Towel-renting servics....ooaeenn 1 Fiat.
o i Pupu.'[a'l.lon of citles.
V‘n]canlzing__._..___..-.._.____ 2 Fiat
Do__..... P I Populatlon of oitles.
Wacehousss. ..o eieeeee 11 Flat raies.
) e memm e —————— 4 Population of eltles.
D ccmremee———— 1 Capacity.
Warshousas Emtton) ........... . 3 Do,
‘Warghouses (grodn) ... [ Fla} rates.
Do......_ emramm—— - —— 2 Slze or capaclty.
Warohouses {grain terminale). . 1 Fiat,

G ————— 1 Por elovatar.
Warehouaes (pletare !!Imsj . 2 .| Flat raras.
Wimhn)uaes {sugar and mo- 1 (iross recalpls,

Anges}.
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Licenses and permils—Continued

Num.
bar of
Oblect of tax States Range of rates Measure ¢f tax
impos-
Ing tax
(B) BUAINEAS LICEWMARs—oontinted
(7} Miseellaneous oonoerns—Contd.
Warehotsed (40baco0) - e rvenas [RE <UL TR S, Copaclty.
Warehouses (Lobaces) .. ooaem e 1 | %1 per 500-pound hogshesd Capasity.
{Ungraded tabaceo)..... - TSRO0 e Flat rate. lea,
Wood FArds. _..oeeeeinenena TisstoR0. Lol Populstlon of cit
© ooccmuonu
1} Agencies:
\ad Collection 32 o $M0. s [ Ftnt Tales. ™
2| §25to 3150 Bulatlon of eit
2| $5to$TO0 o ectiom
li llf::’;.{:i1 4 Fl t 1.9.5
at ra
2 | 237,50 to $150 2} Population of citles
1 | $500 State license, 50 en.ch. ---] County HompsSe-
g :;g to $200. .-5&; ............ - FlatDrsf-esA
T OPerBLT . e omaa. 0.
? £25 to Populstlon of citles-
21 Flat ratad.
1 County licenee-
! Ber ot iabosers
ox of laborers.
10 - Population of citi®:
1| 825 to 4180 e nereer e e o e v oa | GT0sS receipts.
81 $300 Lo 35,000 .cmnn i Flat ratos. fiat
L A Coufny Heppses.
rates,
DOuenencmrnr e e oo aan 1 { $1,000 5tate Noenss plus $10010 | Populstin of count¥-
2300 per county,
(3 Aganis:
Build!og and lpan associations. G| $tod25 ... _..o......] Flat rates, nresk
DO e meeemaas 15 $6t0$200__.....o.ouveeoooof Resldent or B0
2 Flgfm'
rates.
1 Popuiation of it
.‘g 1t 1at éntes
estammmsmmmsmmsmm - [ "
[ Dg?estlt.c corpanies
t rates. « fat
3 Farelgn conrpaniie: fa
rates, 13
D eeecceeem————— 3 Qenerai  agontss e
Tales,
DO eemcaene v aeemeee 1 Einds of lnuranoé-
Insurance ada ............. 13 Fiat rates.
Insurance sd) usters (firelossas) - 3 Fiat rates.
Itinersnt— A ast
Varions articles....._.__.... 3 W B Cou;;y livpnses,
re gnlargomment. ... 2| $50 10 $180.cmceeere e Stamllaanm.ﬂ-“w
Lexls]ative {lobbylsts). 1| $E50 Each client, rmgHd
Lightning roda. ... 132 Flat.
b S, 2| $50to $100, State licenss plus | Flat fees.
$10 to $50 coumy Beense,
AMototr transportation (oot com- FRR LR T T 7 S, Fiat rates
mon eys).
Nursery stock . ..o aal..o 8 Do.
Piancs, organs. 1 D,
Do, een. 1 Connty licpnsas-
Real psta! ] Flat
Do. .- 3373008125 ..ol oL Populmon otelties-
1 | $25 Btate licensa plus $45 to $25. D
Raa]mtemhsmen L I3 S I — o "1 ¥
DO eoemnnnan 3| 32te®a B0l Popl.uation ofeltied
3 T 1 Sﬂi S;Ete liconse plus £5 Lo Da.
Copyand cupy'right__.._‘_..... 1 8,000, e Flat ratas.
Bewing machines.. .. 4 Do.
Do. ... 1, $10 Per county.
DO e aaecaaaaaa 1| %10 first agent, 35 each addl- | County Ucensed-
tionel sge t of same com-
pany
Tailors, DA . oavviaamans N -3 . e Flat rates
Talking machimes . . .onoomene. NI 3 RN 0.
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Licenses and permils—Continued

Nom.
ber of
Object of tax Sintas Range of rates Meagure of tax
impos-
log tax
{C) COCTPATIONAL—eontinned
{8} Brokers:
Commission merchants. ... 13 w0 ___ ‘F‘Iat rates,

Do 4 opitiation of oftlea.
1| $25up_ .. _..._ olume of buslness.
1| 850 1w $1.000; recelpts over

41,000, $100 plus 1 per cent of
sicess, Farm produce ex-
captad.
) S]Ows.’:ﬂ.-- cacmerece--acwa-| Flat rates.
1 L $100 mmenmasn-| Yolume of buslnesy
1 (W!th ticker) $100 to $800_._ ... Popuiatlon of ¢itiea
£t 815 to 3150 Do.
1] 31 plos $5 each 3100. ‘otz
sion over £200 up to $1,000,
Over £1,000, $50 teddit.k:-nnl
plus 1 per cont of proess,
Cotion buyers.... .ovrrersveeoss HE L] O&ns 2 cents per bals over
Cotton (MBotOTS) . . o vveraamcsan 1 slw plus 2 per rent commis-
siong In excess of §1,
Cotton Jong cotton). 1 Couaty licenss,
Cotton (merchanis). 1 ‘Populstion of cities,
Ootton (sead buyers).. 1 Flat
Cotton kad lint) 1 Py ulatlon of countie,
Cotton (waighers) 1 Volume of buslness,
Fish, 1 Fiat ratas.
Forelgn 3 Dao.
Do ... 1 Volume of bustinms,
Fore!xn tenl satate. 1 Flat rates,
General {dealers In 7 Do.
Do__ 2 Voluma of business.
Do._ 1 Population of cities,
[zsurance. 17 Fiat rates,
Do 2 FPopulation of oities,
Mazchandlsa 4 Flat rates,
Bo-.-. ? Populatlon of cities,
0.
$50additlons] flua 1 pereent of
ercess over §
2 to Fiat raten,
1 Do.
3 Do,
1 Population of olties.
1] %100 ?lul.:;fon tg] ;
cent of face value o I,
1] 818 pepe Flat.
= Flat
-] Popu].ntlnn of oitles,
1 Peor offica
1 Populstmn of dties,
9 Fiat rates,
2 Popu.]stion of citles,
1 Number of salesmen,
1 Assety,
2 Volume of sales,
ecurition, 5 Flat rates, face valus.,
tlon ol securitios
senritien, “blue sky” (roglatra- 1| 50 plus 324 Lo B500 pius $10 to | Fece valus of securities,
t!ﬂn of secrsrlties and ssle}, $100.
Becuri%im "blue sk¥" (sales- 17 ) 81 to 100 cacevasoessas.| Flat rates,
mel
Ship 4] 31080 BT rrrnrrrrranianns Do,
Jilver and gold builion... -3 11 Ds.
Silver and gbolod bl 2| $12to 52, Yolume of bosiness
Stocks and 12 | $2 to $100.._. Flal rates.

Do_..... | SE00. .. City Yoensa.

1] 3100 to $250__ Esch office—populs-

Iation of cities

LI R12 b 8400, e e Volu.me of business.

2 7 825 to 3100, Figt ra

T|$76to %060 LTI Popu]stlon of citiea

? SBtodb .. Flat rates.
............................ 0,

1 slo X 3 T S, Population of citlea

118 percent ool Purchasas.
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Num- ;

ber of
Object of tax Btates Range of rates Measure of tax
impaos-
ing tax
(C) OCCUPATIONAL—eontinged
[C)] Proteasions aﬂectinx rublic bealth:
hiropodlsta 21 Flat ratas.
x Do,
a5 1 D,
1 Population of oltles
1 Resldent or Donred-
dent.
1 thmme;l less or more
years
14 Flat ratey
1 Populstlon of citles.
1 Resldent ar ponresi-
dant,
as Flat rates.
2 Popular.iou of countlen
11 Talas.
[ Pupulation of clties.
1 Croms recelpls.
L3 Flat rates.
3 Dro.
18 Da.
4! Do,
2 Population of gities
35 Flat rates,
1 ResId:nt or nonrmil.
mt,
14 Fiat rotes
an Do,
_ i Da.
Itinerant physl 5 D,
(& Pm[«mions. noder State boare
t 14 Da.
1 Number of employees.
12 Flat ratey
1 Population of county.
1 nﬂ“ﬁd moee or Jos:
t Yoars,
21 | 81 to $25. Flat ratm.
2| $5 to $50. Population ofcir.lu.
1} $10to $25 Income over
22 | $1 to $10, Flat rates,
1} %10__ Flat.
Cosmetlelsns. .. ... 17 | $1to Flat rates,
Coamew]ouy Instructors. 1188 Flat.
E 19 [ $1to Flat rates,
2| §lto lnd.
1| &35t FPopulation of cliles,
1| %5to Licensed less or mobre-
than 5 years.
191 4%lte Flat tates.
1| $6te Population of cities.
13 £1to |st ratem,
85 Do,
8 Da.

Auctr.l}onaem (horses).
I
Auctionesrs (Jewelry)
Auctiznoeers (Hvestoc
Anctloneers (real eatats) ..

Bankets, private.
Blacksmitha

B B e e e e BRI BI RO  EOD e

$25 bo 8500
| B

Tlimntstoﬂmrilwm

£25 eac?l sa]e.,....__-
$10 to $300 plus 10 per sent to
20 pet cent gross seles.

$10 to $150.

Da.
Popglation of #it[en,

0.

Yolume of xalea.

Per county, flat rates.

Natyre of gooda.

Resldent or nonresi-.
dent.

Volume,

Nooreaidents,
Fopulation of cltla.

Flsti nonresldents.

For day.
Flat.

Flat ratm.

Da,
Pupulatlon of county,
Flat rates.
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Licenses ond permils—Continued

Num-
bar of
Object of tax Btates Range of rates Measure of (ax
1mpas-
ing tax
() OCCUPATIONAL—continoed
(0} Mlsoellaneoua ooty tions—Contd
d.smm E ] 1| $50t0 $1580.... Population of oltles.
al)_ 1| %250 ... Flat mtn,
Carﬂ writars (itlnemnt) 1| %28, Dao.
Chanffour's. ....... ... 32 | 76 conts to 35 Do,
COnveyancors_ ... 1{%5to%10....__ Volume of buslness,
of trafners..... 1| $10 Flat.
lectrical . ___.. 3 Flat rales,
Flectrical (]10bbers) ....... 1 Population of elties,
Fortuna tellers, o [i] Flat [r)nlm
................. 8 o,
Guldes {bunting)... 8 Dao.
......................... 2 Flat ratel {nonresldant)
Gruldes (sightseelng).. _________ 1 Flat m
Tnsest exterminators. . .oo..... 1 PopuJatlon of fties
Lockemiths._____.______________ 1 Flat.
Mooey lendars. . .coevenneanaa.. 18 Flat ra
) oL T 1 Popul.al.lon of citles.
Dn ......................... 1 Intarest over 20 per
coni,
......................... 2 Yolume of buslnesa.
Notary publeSe. o 1 Fopulation of clties,
Operators, moving-pleture ma- 5 Flat.
chinen.
B T, 1 8ize and kind of ma-
china.
Palnters and paper hangers. 1 FPapulation of cli{es.
Pawnbrokess 2 lat rales.
Do ........... 8 Populatlon of cities.
Photographers. 2 31 %Mus
otomp oI5 2 at raleg,
......................... o] $5to810...._.._____._..._....| Each plaoe. Flat
rates.
1 118%5to8l0....... .. __._...__| Each place. Realdent
or nonresldent,
1§ $20to 826 ... . . ._______ | Yalumes of buslnes,
5 5 Population of citles.
1 Flat rata,
1|8 Do.
Pﬂor.s, alrpl.anes (practically ail a(85to 800 .. Do,
Btates Tequlre that United
Btates Do ent of Com-
Eiero; regulations be compifed
th
Pllots, boats ... ... f $1teds ..l Dip,
P]umﬁen gasfitters. ... ... 10| Socentatodls .. Fljnt rales. Muhar ot
DLFNEYI
........................ 4 Popu.lnuon ol’ iLles,
Plurnbers, contractors. Fi Do,
- T, 1 Number of employes.
Do 1 .} Volume of bualness,
Publle seavengers. 2 Flat rales.
Blgo palnters. ... ... __. 1| $100 State lleense, $10 each
aounty leense.
ﬂmnosrnphsn, puble...._. .. 1 50 Do
Tellera. .. oooooooo. 1 Do,
Taxidermists. .. ... 15 - Da,
L 1 Regldent or nonresl-
dent.
Teaters, dalry products... ... 18 Flat rates,
Tionsmithe_ .. ... ... . 1 Number of amployees.
Doo..... B 1 Fopulatlon of eltles,
Uphbolsterers. _ - 1 0. .
atehmakers. .. - 1 Flat.
Window washers__._........... i Population of pties,
(D) FIBE AND GAME
() Commercial Ueensea:
¥lsh | R SO Flat rate,
3| $todl00. .. Xind of figh.
1! $10to $25_ .. ... Reaid:nt ar ponreas-
ent.
Fiah (bullbeads}........._..___. 1 Ctross salas.
Fiah (craba)..... - 1 -
Fish (menbaden) 1 Size of hoals used.,
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Num-
bar of
Object of tax States Range of ratea Messure of tax
1mpos-
ing tax
) FIEH AND GAMB—oontinned
(«} Corzmarcial joenses—QContinned,
Flak {rainnows). IRE . Flat rate,
Flah tmusaels) R I T, De.
2. T 1§ $1¢ plng $25 per dred|
Flah (mussels), reatdent licensas. 7| $2t0%i0_ Flat rates,
Flat (mussais), nonresident - T %15 0§50, Do,

CBO3es.
Fish {mussals) ... ceeomeceeceen.

Fish salnea, traps_...
Hunting and trapp ng.

Trapplng {Deavers) ..o . ovee..-

(8) Bporting loenses:

Foxhound pack_. ..
Hunting {residenls) .. _
Hugpting {nooresldentis}
Hunting {decr, big gam

{- IO

Huntiog {wild duck).
Hunting and trapping..
Huntieg spd trappln

lanta).
Huntlog and trepping {nocreal-
dents.
Trapping {residents). _.
Trapping (nonrasidents)..

{X} YIEXLES

(1) Privste:

Passenger autos (zasoline)

J [, PRSP

P BB 0 e 3 b e B s e

-

[

L2 e I - U I N

$2.76 to $25.25 nonresiden
1z 1

Bar or dredge method,
Flat rates.

$1to$l0..

35 to $130 -

£10 plus 90 cents to $1.10 per
hundradweight.

£5 to 313, plus 15 Lo 60 cents
per hundredwaight.

a0 to 70 cenls per hunadred-
walght.

2%-50 conts to S0-75 cenis per
hundredwelght.

$5 1o 342 plus 50 conts (o £2 per
hondrad weight.

EXRS S v R

32 to 6% cents per borsapow

41} to 50 cents per horsepowWer..

E R 1T,

1 w 19 cants per horsapower
plus 20 to 85 conts par hun-
dradweight.

5 oents per gailon .. Shitchked oatch.
2 to 15 oents per barr Volume of cabeh,
$3.50 per ton. ... Flat rata.
2 penta peor bushel_ .
25 pents to $1 per Fint rates.
|3 L, Flat rats.
¥ to 1 cent per pou.n - Flat rstes,
10 to 12 cents per barrel. De.
5 to dlo Do,
$Z 10 $400__ Size,realdanoe of ownar,
$1.50 Lo ¥ pe Flat rates
50 cents Lo $10_. Sire of boat.
50 conis to K.Ind and sua.
550 10 $250 -
ant.
31 to 3G residenta. . Numbu of trapa
%15 to $25 nontasidents. Do,
1 to 10 plus $1.50 t0 Fiat yatea
ver.
Deo.
Do.
Do.
Do.
Do

Do.
Memiwes resdent or
pocrenident.
Pack of 33 or mors.
Flat rates,

0.
Flat rate.

Flat rates.
Fial rats.

Flat rates.
Do.

Do.

Da.
De.

Da,
Waight.
Weightd_‘ over 1,700

pounds.
Weight ovar 1 ton,
Flot rates.
Waeight.

Age and welght over 1
ton,

Horsepower.

Flot ratea.

Tlorsepowor.

Horssepower and
weight.

Flot rates.

P TP —
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Licenses ond permits—Continued

Num-
. ber of
Oblect of tax Siate Range of mla Meagurs of tax
lmpos-
ing tex
{E) YEHCLES—Cconiinued
{1} Private—Continued,
Passenger autos {gasoline)._..._ 1 | 25 cents per hormpower plus | Age.
26 cents per hundredwelght
phis 3 te 23 mlis on st
DIige.
1) %1260 plus i} per cent of | 20 per cent annual
vajus over 3500, deprecigtion,
1| 1 per cent vaiue plus 40 cents
per hundredwetght,
1|24 pereent of vajue, ___.._... 14 per cent annual da.
precistion.
18 oon:s per euble lech......... Pistion digplacement.
16 | $1toda5 ... Figt rales
1 ?5 cents per horsepower_ Do,
4 $1to825 ... Do.
1| 7% cents per horsepower. - Da.
4| $iSto MG ... ... Do,
2| 520 to $156_ Weight,
[N I ST Flat.
7| %t Capacity.
1| $20 plus $16 per ton.. Do.
1 | &1 per bundredwelght Do,
2 | $2t0 814 per tob capacity_. ... Flat rates.
5 | §1 to $1G, plus $3.76 to 820 per | Crpacity,
ton over 1 ton. Flat rate,
1| $3.26 to 318, plos 9 per wn | Capaclty,
ovet 8 tons.
1115 tci 75 centa per hundred- T,
woight.
1| Bto 3ITa i aooea. Orom welght.
2|20 t(; gﬂ rents per hundred- | Gross walght, flat ratesy
welght.
2| 1§ cents Lo %6 por bundred- | Gross welght.
weight.
1 | $1 per hundredwelght . . ______ Nt weght, fat,
1 w oents to $1 per hundrad- | Net weight.
1 8'.-' 60 bo 8112‘ Do.
3 L 31 S Fiat rales.
1% 810 to 31,125 Capacity.
4| 45 to $500 up to & tons, plus De.
325 to $20G per Lot over b tons.
3| Bt %S .. Mot weight,
8| $5.50 to $10, plus 3% cents to ¥4 Do.
per bundradweight.
1| 80 cents per hundredweight. . . De.
3| $ptoses0_______ ... Cress welght.
5|15 ta g‘i 0605 per hundred- | Gross weight, fiat ratas,
waig
1]33 wggo senty pear hundred- | Oross walght,
wal
1|40 cents per hundredweight, | Net weight and ea-
pb.lis 80 cents per hundrmd- peclty.
walght
0 1| $10 to 320, plus 31 to #2 par | Age and gross welght.
hundred weight,
8 T 1 | 32 cents per horse%ower. w.-awa| Flat mate.
F 0 L 2 | 50 to 68 cents per horsspower, | Horsepower sod  ea-
pius $3 to $50. pacity.
5 L 1| 24 percent of vade ... 10 per cent arnusl de-
precistion.
{2) Publc carriers:
PRosenger ¥ o ceeeaiaa. 12 | 81050 to $RO0_________._______.| Capsacity.
b4+ TN 12 1 50 cents to 320 per seat. __.....| ExCess passnger seats,
Do 14 | $2to 1250 pot sest .o Flat rstas; ali saats,
bo . S x 35 cents to $6 per hundred- | Weight.
T ki 12}5 cen:s to 88 cents per horse- | Horsepowst,
) o L R, 2|1 par cent to 16 per eont.......! Value.

i Qther States pmploy same messure &5 for gasoline cary.

t Other States emiploy same rates Imposed on trucks.

tmcto 15,

Most States {mpose only nominsl rate on farm

practically all Btates reces for vehleles equipped with tires other than pneumatlic, range from 10 to

m c-snt hlghe: than crdinary rates.
gsre appareat doplleation [k the number of Stetes resuits from the smployment by eome Btates of twoe
or rnore mesires of computation for determining license fens,

153011 —83——19
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Licenses and permils—Continued

Num.
ber of
Objeet of tax ismes Range of ratea Meastre of tax
mpes-
{og tax
(R} ¥ERAICLEG—oOCT tinitad
22 | 38 ta $1,000 .| Capacity.
182 gr hundredw Do,
¢ $Btosl00 ... .| Flat ratesplns capuolty
rataL
5| ¥Sto%:E . .. Welght.
2180todsGperton. ... Welght. Flat rales.
FERE wlggs‘ to $1 per hundred- Do.
welght,
11 1 35 conts to §1 and $L to $Hhper | Walght,
3 sy :é
o 88 conts per boreapower .| Hormpowsr.
1| $8to 825 . . o Do.
. 2111010 per vent. Yaltte.
{33 Motor eyobea... 45 | $1.50 o $12.50.. _| Flat rates
Do 1 .| Per horspower.
Doowmaiaas 1 ‘Welght,
D 1 Plrton displacsemast.
Motor ¢ycles (alde cars; 14 Flat ratea.
{4) Misosllauecus vehicies:
Inn 8 Do,
3 Do,
I Flat.
1 Do,
1 Weight.
1 Per cylindar,
3 Flat ralo,
1 Wa!ght. i
8 Kind and populatim

Dealers, Tehiclad:
® Autgmob:

{1} MISCELLAWEOUA

Afrpians beacons. ..
Animal stud licenses,
Bee colonles

DOEY_ emmna.

Game sod Ash breeders..

CGrazing Il
+ Lioanms measured by mileage or by

of eltlm,

11 %50 Flat rate,
1 ;25 Each type car said
11 §1to $5eaoh mot of piates......]| Number,
31 $8 to 510 each pet of plates. ... Flat rates,
2 | §15 to 325 plus §1 to §5 each set Do.
13 | 415 to $60 for 1 aat plus $i to Dao.
$12.50 each additlonal set,
AT - T 3 seta of plates.
7 | 21 to $30 tor 2 sete pius $2 ta t rates,
$10.60 oach additlonal act.
2 | 830 to $45 for 3 sets plus $4 to Da.
$10 each additional set.
1| 830 for 4 sets plus $2 cach addl- Do.
tional pet.
3 | $00 to $76 for § mels plus B2 to Dao.
35 ench gdditlonal set
2| 45 to $22.50 Do.
45850 850, .| Population of eltka.
1] 915 first mozke, -
tional make of machine.
2185 pecaet of plates. . ... ...... Fla$ raten,
5 | 85 to 326 first set plus 31 to 85 De,
ench additions! set of plates,
1 REfor Zeats of Dlates . ... Lo,
2 | $10 for 2 sota plug $1 to $5 each De,
addltional st of plates.
2§ 318 Lo $25 tor 3 sets of plates_._. Do.
1 | $208rat 4 s6ta pius $5each addl- Do,
tlonal set.
2 - Flat rats,
bR I -3 7% - I Populatlon of cltiss
: {Autos, $1.90 per 100 pounds | Flal rate.
each.
Muotoreycles, $12 to $18 sach.___] With or withont side
CHra.
LS00 880 s Number of cars.
L85 Flat rats.
18| 8l todrs.___ Do.
4 | 10to 25 cen Do.
2 Number of colonls
2 Flat ratea.
38 Do.
24 Do,
I { 5o 20 cents s head. . Kluod.

8 recaipts o earning of publio carriers are exaluded In thisehat
bocaum they beve been {rested as franchise or privilege (ates.
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Licenses and permita—Continued

Nuam-
ber of
Oblest of tax Btates Hange of rates Measure of tax
Impos-
ing tax
(7} MISCELLANEOUa—continusd
Crazing Heenass:
Sheep ... 1| 35 cants a head. Each over 1,000
Ire Cgitt ] o, é tl e head E?:th o:g 500,
gation & - rates.
Livestock Emso eradicath
Cattle_....._ . 2| &to 16 cenisa head . Do,
Do 4 | 2 to 6 mills on actual vai Do,
1 Assessad value.
2 Asseased  value; flat
ratea,
i Actual value.
1 Apsessad value,
i Flat.
! to $1,000 pl p!
plus T cent o
axoess over $1 ooope
Balox:
Avetlon. oo 3 Fiat rates.
Aucgon—m ' a \
or30nA] PrOperty ..o TOER reca!pia.
Real property. .. ...... i Do,
Benkrapt .. _________ 5 Flat ra
D o0ds 1 Sp ool 1 par cent......| Cost 0! gwds sold,
Fire I m hwnse pius $25 per ‘ City Hesnse.
EXHIBIT 15

Miscellaneous tazes

Nume
ber of
Oblect of tax States Rapge of ratss Mesngure of tax
{mpos-
ing tax
ERTERANCE TAXES ON NATURAL
RESCTECES
L6, 234 to 15 centa perton.  _......| Flat rates,
Do 42 pents per $100._ ... (ross 3ales
Exemption $10,000,
43650 5 conts per OB oeooan. Flat rates.
& per cent Va!us of oms mined.
ra.tes

Bt et b et et B3 b b B b bt B b b b i b ek B e et ek et bt bt B B D et

1 mii) per barrel plus 2 per cent_

doontaperton .. ...

1to 134 cents per ton

Apercent ... ...
200,

$10 per horsepower. .
¥ to $100 per well.__ ..

Cash va!uo of production.

Neot Income, volume.

Value of products.

Cast value of production.
Assessed value.

Par 1,000 cubic feat.

Yalus of production; at mtes.
Qross sales; sxemption $10,000,
Excess of 5,000 barrels par wall,
Qross vajue; flat rates.
Cravity.

FPer barrel.

Qross sales; sxemption $10,000,
Market vaius.

Fired annually, and varies.
Cross value of product.

F]at Tate.,

ind.
Nat valus extracled.
Capacity af pit.
Flat rates.

0,
Kind.

Valye cut.

Qross sales; sxemption $10,000,
Qress moeipts time of use.

_| Developed horse power.

Biza of well,
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EXHIBIT 18
Tazes collecled, taxable weallh, population, and percenlages of tazes Lo wealth and population
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EXHIBIT 19
Increase in taz collections, in population, and in per capita taz burden
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EXHIBIT 21
Revenue of Greal Britain clossified—Fiscal yeors ! 1930 Lo 1582, inclusive
In British pounds sterling In milliong of dollars
Source of revenus
190 183} 19321 1930 1931 1832
1. Hecsipis from inland revenue:
EN0Ome tAX . cue e cee e aaa 706,825, 821 | 325,771, 202 | 304 BET 000 1,484 1,03 1,839
Daath duties. ... ... __ 79,234 1171 83,002,936 85, 000, H00 390 415 325
Stamp dutied . ... 25, 253, 457 26, 334, 5% 17,070, 000 127 102 B3
Landtax,__._.__ I, 830, (40 594, 558 B5(, D00 3 3 £
\iiners]righ:.sduty_...-...... 244,873 245,113 | .o .. 1 1]o_. .-
Total inland revenue. . _....| 402 202,308 | 430,038 508 | 449,487,000 | 2,011 | 2150 2, 47
Customg. ... vvmeeen R 120,611,200 | 121,734,088 ) 136 132,000 i 1) B3 g1
£ Gt TR, 127,370,522 | 124,300, 728 | 119,900,000 837 821 599
Total customs and exclss_,..| 247,981,821 | 246,044,716 | 256,052,000 | 1,240 1,230 1,280
Motor vehicle duty, ete....... 26, 567, 926 27,825, 281 | 1 27, 480,000 133 139 138
Totul all tax revenue. . 76,782,055 | V03,908,503 | V3306000 3.38¢| 3,519 3,858
11, Miscelianeons revenus:
Postal service.. ... ooc.oc...o| 40,180,420 40, 342, 291 o0 202
Telegraph service ... ___ £, 155, 820 £, 007, 481 40, 500, 000 a1 1 347
Talaphone service ... 21, 644, 596 22,617, 188 108 113
Crownlands .. . __________ 1,302, 611 1, 285, 198 1, 250,000 & g )
Recelpts from sundry loans..... 32,848, 596 32,8490, §01 13,810,000 183 164 89
lsoa% laneous. . _________ 10, 432, B35 330, 533 20, 813, 000 52 m 150
A?proprration frem rating re-
of GUSIHNSY AOCOUN..uoe - 25 931,830 | 16,000,000 3, 804, 000 130 BO o0
Totlal mlsceilanacus revenus,| 138, 287, 534 | 153,473,072 | [I1R, 463,000 (4] 6T 592
Total revenus__. .. ._..._.. 815,009, 539 | 857,381,575 | H51, 482,000 | 4,075 | 4,265 4, 257
- ' The Briltish flzcal year ends March 31,
1 Prelimicary Bgures sre glven for 1932
Conversion unl}: 1 pounds squals 83,
Souree: Legislative Referance Service, Library of Congress, Statement of André Bersard.
EXHIBIT 22
Greal Britgin—~Receipts t of local governmenis
b
Recalpts wZ-7 WR-N | A 19%-29
Taxes o0 ProODeriy. .. .. [, E108,078, 842 | L1608, 486, 401 $833, 000,000 | £A32 000, D00
Feag, tolls, rents, et R 154, 258, 214 164, 85, §48 756, 000, 006 824, GOQ, DG
Tatal Foceipls .o aee e ieeaaen 325, 945, 056 331,302,040 | 1,829,000,000 § 1,85 000, 000

I Heceipla do not inclode exchequer grants.
Conversion unit: 1 pound equals 85, copversion to nesrest million of doliars,
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EXHIBIT 23

Greal Brilain—Revenue receipis from ercise tares, fiscal year 1930-31

Name of exclse 183031
[ 3 b PO A d AN da s mncca i emmmma——— £35, 137, 338 $174, 856, 088
L7 86, 260, 209 4, Wb, 406
British wine (sweets) 203, 2R3 1,018, 440
Tablo Waters......... 339,348 1, 898, P9O-
Bugar_ ..... 2,217.061 11, OS5, 35
Muoinsses. 2,813 14, 168
e OSR . eeeeiacae i icssmsemeaeeemmeemmasean-nn 217, 11 1, (85, 608
Baccharin , 812 388, 180
L T, 728 4,
Matehes ... ________. 2,028, 121 10,131, 106
Mechan:cal T TS o e ccee e cmccmmmeceam e mm———————————— e ,
Artificial silk_. 1, G468, 417 7,732, (85
ENLertBinments ..o snooeomoeemeoneoameesoom oo e 6, 952, (87 34, 700, 434
Coflee mizture labels. v e 438 2, 18
Medicine stamp duties 1,097, 802 5,488, 010
Playing cards. oo acmsieasacisiseeisssmeaseemmesemmaamees 77, 066 85,
Betting duty (including certificates) - .- 18, 301 81, 805
OB QULY .o e e e iee e et amm e e mmm s mmmm e ne 171, B8 858, 180
Monopoely values... ... ________ e e P, 137, ¥7 aBa, oas
License dutios:
Liquor licenses—
Brewers . 1, 426 1, 167, 130
Sweels manufacturers. ... .._.... [i11:] 3,
Spirits, distillers, and rectifiers_... 19,076 95, 380
Beerdealers. ... oo iiiiaans , 530 169,
Beer and cider retailers 473, 501 2,307,755
Spirits dealeryo oo oo i 162 230, BLO
Spirits retailers_____.. 3,343,912 18,719, 560
Wine and sweets dealers. 32, 160,
Wine and sweets FelallerS . o o. i eiieimcecmmeamaae 7,811 £35, 065
Other licenses—
ahle water manufacturers B30 4,193
Tobaceo manudacturers. . eeaiooo 3, 184 17, 420
Medicines, stamped (makers or vendors) N. i 128, (38
Mathylated sg t, makers and retailers. - 14, 319 a1, 508
Relteshment house, makers and retailers. . oo oo oommcaoaaas 12, 241 41, 205
Tobaceo dealers, mukers and vetailerd. . oo laeiiiii el . 624,
Dog (Seotland)yo oo . — 64, 392 321, 010
Gun (Scotland), makers and retallers .o iamiameaas 9, 48, 450"
Game (Seotiaud), makers and retailery..... e 22,320 115, 646
Establishments—
Male secvanta (Seotland) . ___.__ R, e raasmmsmmsammann 11, 576 82, %80
Armorial bearings (Seotland) . .o oo e 08 15, 040
Auctioneers, appraisers, et .. 438, 930-
B2 e 77, 900
FPlate, dealers in gold and sllver e, s
B N T 131,215
Money lendera 244, 290
LT 8T 1 oL T O 4,915
Moneys deposited and not appropriated to goods. 60, 510
Total excise.. emmmmasmammasama—-— 021, 548, 635
Conversion nnit; 1 pound equals 5.
Scuree: Finance Accountls of United Klogdom 15330-31.
EXHIBIT 24
Greal Britain—Receipis from slamp duties 1929-30, 1930-31
Name of duty 19%-30 15M-31 1926-M 1030-31

Land snd property other than sicckannd sheares.) £4,845,217 |  £4, 430,810
Btocks, shares, debentires, 806, , . occaccaamaaa_ 7,269, 300 5,800, 171

Ccmgnies share capital duty. j 3,770, 902 1, 134, 930 1§, 000, 000 G, 000, H00
Checics, Blis of exchBnge, 0leommmmean cmmcmmene 4,437, 457 4,521, 188 24, 000, 000 24, 000,

2, 86, 205 ,841 {13, 000, DO 13, 009, 000

654, B47 622, 418 4, 000, D00 3, 000, 000

1435, 811 154, 330 1, 000, 000 1, 004, HOD

184, 178 933, 910 5, 000, 000 4, 000, 000

Total receipts from atamp duties. ... 25, 253, 457 20, 334, 506 1 126, 000, 000 101, 000, 000

Paymenle lnto exchequer. - o ooeeveeeeee.- 25,670,000 | 20,850,000 | 128,000,000 | 103, 000, OO0

Conversion unit: 1 pound equals 35; conversion to nearest million of dollara,
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EXHIBIT 25

Greal Brilain— Expendilures fiscal years 1929-30, 1530-81

1530-31

Consolidated fund servipsa:
Nationsl debt services—

Payments to local taxation accounta.
Puyments {o Nerthern Ireland Ex-
BT - o oo oo e e
Cther consolidsatad fund services—
Clvillat .
Annuities and pensiona___.....
Balarfed and allowances. ..
Courta of justica. ._._....
Miscellanecus services. . .
8upply services:
Army (Inelading crdnance tactorles).
BvY S

§s§§$§§ S
88BE888 B3
8888888 88

§1, 45

pr B pEEaE
ER B BEEEE
88 § 88888

4, 147, OO0, (00

§|EBEBEBE ZE
18888888 83

£ BanbgiE ..

E

Souroe; Flnance Accounts of the United Kingdom, 1029-30 and 1630-31.
Conversion unit: 1 pound equals $38; converalon to nearest milllon of dollars.

L e e
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EXHIBIT 27
France—Ezpenditures, fiscal years 1531 and 1932

1930-31 1931-32 153031 1631-32
Mlnistrf of Finance: Francs Franes
Ordinary expendliures. ... 8, 578,007, 904 | 7,786, 211, 198
Alspoe-Lorraine. ... - 2,081, 140 3,001, 442
Ministry of Justice:

Judlelary 215, 162, 664 245, 142, 738 9, 000, 00D g, DGO, 00O
Panitentlaries - 102, 475, 870 10K, 453, 312 4, 000, 000 , 000,
Mintstry of Foreign Aflalre ool M0, 168, 717 271,817, 47 16, NO0, 000 11, 000, 000

Mlnls!.r:{ of lnterior:
Ordinsry axpendures. oo emee. - 1, 287,870, 168 ¢ 1, 400, 45, 034 80, 000, 000 58, 000, D00
Alsace-Lormaine. . ..o . 3k, B74, 113 47 538, 048 2, 000, 030 2, 000, a0
Ministry of War:
Ordinary sxponditures—
Home 8Imy .. ceeeeaamammeaaas 6, 575 750,652 | 3,275, 810, 154 2693, 000, 000 131,004, 00
Coloplalarmy. . oo 375,043, 732 405, 504, 480 15, 000, 000 14, G0, OO0
New msaterialr anod construe-
(103 T 865, 012, M0 | 1,138,325, 028 38, 000, 000 44, (00, 000
Troops on the Saar Besin. .. ... B, BB A8 o e s —
Defonse of ovorsess territories:
Algetis and Tunds, 17,615, 642 455, 663, 300 25, 000, 000 20, 000, 00
Moroceo_ . __ 882, 17y, 101 Ti4, 751,322 28, 000, 000 25, DOG, D00
Armyoltheeast ... ..... 249,812, 007 210, 651, 942 10, 000, 000 8, 00, 00
Army of cccupation in China__ 34, 241, 505 | .. ... om0 | o L.
Minlstry of Marlne (Ba¥¥).... ... 2,517, 044, 149 | 2, 79, 5356, 500 1131, Goo, 000 119, 000, 000
Ministry of Puablle Imtmctlnn and
Floe Arts:
Ordlnary elpendltmas........_.... 2,807,408, 140 | 2,981, 900, 920 112, 000, 000 119, 000, G0
Alsace-Lorreloe_ . _ 176, b3z, ozt 185, 984, 061 7,000, 000 7,000, 000
Finearts .. ..o..... 113,582, Tl4 135, 549, 008 &, 000, 000 £, 000, (00
‘Technleal instruction 1688, 842, 842 194, 575, 058 ¥, 000, 000 8, D00, M0
Physiecal educstion. ... 17, 900, 805 b LI I O
‘Minlstry of Commeroe aad lndustry. .. 33, 719, 843 , 250, 000, 000 3, 000, 000
Minlatry of Alr:
Home air 680 ¥it8 . oo e ceceae cmeeas 1577, 364, 914 1, T40, 651, 250) &1, 000, (G0 70, 000, 000
Moroeeo. . ... 48, 200, Bid 2, 000, 000 3, a0,
Army of theesal .. 7,25, 48 35, 411, 2 1, 000, OCO 1, 000, 000
Colonial sir service, 1R, 428, 87 00, 801, 378 | oo 2, 000, X0
Algeria and TURS . ceece e e a———— 10?.381,?63 e 4,000, 000
Minlstry of Lebor and Social Wellare:
rd HATY eLpenditures, ... 42, BAT, 320 B0, 743, 285 a8, 000, G0 34, 000, (00
-Jorraioe. ... 21, 985, #07 X, 750,004 [ 1, D0x, OO0
Minstry of Puhlic Henlth. . 1,031, 763, 741 | 1,003, B4, 0U8 41, 000, 009 4, 000, 000
Minlatry of Colonles. . 7, 800, BAG TE7, A2, 664 73, 000, (00 32, 000, D00
Minlstry of Agricultore. .o ... ... 680, 738, 127 763, 632, 407 27, 006, 000 31, 000, 000
Minlstrg of Publio Works:
blie works Froper.-.....-.. 2,108,838, 485 | 2, 414, 904, 483 85, 000, 000 97, 000, 000
Liherated regions (returned s ro.
puit of World War)e oo ceeaea s 3B, 700, 063 28, g, 815 14, 000, 000 G, D00, 000
Ministry of Merchant Marine ... __ 399, 181, 432 451, 10, 408 18, 000, 000 18, D00, 000
Minlstry of Penslons {boouses, elc.,
pald as result of war servios) ... 1,308, 107, 470 § 1, 637,170, 500 52, 000, 000 66, D00, 00C
Taotal expendliutes, exclusive of
debt servies_ _____ S, 34, 827,355, 171 | 32, 876, 436,318 | 1, 343, 006, 000 1, 315, 000, 00C
National debt servios (estimated). ... 20, 000, O, 000 | 20, 500, 000, 000 8060, 000, D0 820, D0, 000
Grapnd total. .. M, 527,355, 171 § 53,378,436, 316 | 2, 143, QUO, 000 2, 135, 0O, 900

Conversion ualt: 1 franc enusls 4 conts; converston Lo neareat miillon of dollars.
Source: Expenditures exclusive of debt seevice, rom Journa) Oiciel de 1a Republigue Francaise.
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EXHIBIT 28

Germany—Revenue receipts 16511

[From Hulletln de Statistique, Fehruary, 1932]

In miillona I T
of refcha- |00 [OLLIONE
macks 1 of dollars
I. Taxes on wealth and clrenlation:
Waged all 2% L O 1,281.1 a2
Capltal ___...... 104. 3 45. 8
Cther recelpts....... 1,2845.3 1.3
Corporatlon Income tax._ ..o 450.0 112.5
Crisis tax (additional income tax for relief of unemployed). 8l. 4 2.3
General PrODeTEY - oo oo e cicaeeammmmmmmeaem e ———— £50. 1 112. 5
Industrisl tazes... 30 BL0
Death taxes..... 9.0 19.8
Turnover tax.... 8. 2 9.0
Acquisition of land 26.0 7.2
30.7 1.7
9.4 2.4
Turnover tax on stoek speculation. 1.4 4.9
Antomobiles. ..o imeaccc e iceeaa—a—a- - 208.9 52.2
Insurante companles ad.9 18. 2
Parl MObIala. . o e e e i e im e m— e —m e ————————— 3. 5 1.7
Lottetdes. . ... 80.9 15,3
COnvoYRNCes. .. ... - 0.1 10.0
Passenger transportation 172.7 43.1
Frelght transportation_.__....._.. e 142.8 b
Obllgations relmbursed 16 depreciated CUITENCY, BLC. - oo . .. .o..ne-- 6.8 LT
II. Cnatums and consumption taxes:
1,083.0 21.8
1,068.0 4.6
169.7 424
473.3 1183
e 5.0
7.8 2.0
13.8 3.4
11.0 2.8
4. 3,7
10.3 x5
Match menopoly._ . 3.4 .7
Avetleacld _____ 2.5 .8
Playing cards. 24 .8
Btaflstieal tax________ 29 .7
Bweetening preparations. . -3 81
Compensating taz on aloohol ..o e e eemeee .1 L1
Total revenue. .. . e B, 0.0 2,255, 4

Flaem) v

1
1 Conw emlon unlt: 4 relchamarks equal $1,
! Lens than $100,000 & colleetod frum this lar.
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EXHIBIT 29
Germany—Ezpendilures, 19311
[From Winskatt und Statlstik, July ), 102
1ga-al
In milligny F1I3
" In millicns
of reichs- t
‘marks of dollars
—-—
a. 1 202.2
1,75.9 438.7
W0 #3
_ Freyy 11L4
Minas pemslon fund. el 2.5 as
Disabilily inaurance fund R N P
Reltef for small investors., .. o 5.0 a8
Relfef for the unemployed ... ... 383.4 %g
Productive work for the nnempiny - 45.9 “-2
Unemployment Ismranos . et ——————— 604, 5 31
Reich debt:
Inberest and PeLITOent. ... eeeeeans 1878 i7.c
Redemption ofloans_ . ____ ... ... .__ 320.2 80.3
Exttaordinary lignidation of the Hoat 65,6 14
Other sxpenditures, exclusive of war hurdens: g
Raie tas 45 1.‘
Foreign Offlce_________ %8 7
Mlpistey of Home Affal 38§ o.r
Ministry of Labor 836 et
Ministry of Defense—
Army._ 2715 or. @
Navy. 135.5 B
Ministry of [*r ] H.4
Mintatry of Transport 134.0 -“g
Ministzy of Financa. ... ... 063 n
Coneral fnanclal sdministrat T3 1.3
Other Reich expenditures. ... 14.9 L
Ioterne] war espendltures.. ... ... ... L lITITTTITIIIIUIL 7.5 L
Extornal war gxpend!ivres: 0
To the Durden of the budge . ... ..o o, 1,047, % o]
Reparstlons Lax of Germsn R, R. Co 80,0 wd
Other external war burdens. _____.____.___________ ..l TTTTTTTTUUTL 108 7 a
8,362.3 2,000.3

! Fiscal year. t Conversion unli: 4 relchamarks egual $1.
EXHIBIT 30
Japan—Revenue receipls fiscal years 1830 and 158311
In milions of dollars !
1630 1831
.
Land tax 7 ne
Income t w0 i Nl
Businesa tax. | 35 IR
Buslness prof 2.0 w7
Capital interegt tax 8.0 7.8
Succession tux. 14.8 13
M ining tax 27 28
Tax on isst 2.8 3.0
Liguor tax._ 121.2 3%
Tar on table 2.2 23
Sugsr excise_._._._,..... 4.1 L3
Consumption tax textile 18.3 1.0
Tax 00 bo 4.3 Ly
Customs duties 8.0 Ti
ToNnage. ... 1.1 1.2
Stamp lax... %5 28
Postal, telegra 116.7 1.5
orests - - 1.8 X4
Profits from monopoly {tobaco, salt, ,ete ). .. 88.¢ 81
Other receipts from public underteking snd State propert. 11. 4 108
Other miscellaneous recelpts .- 8.1 133
Extreordinary revenus.... 7.2 =o
B T 811.8 L

t Dudget wvtimate, ¥ Converafon unit: ! yen equals $0,50,
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EXHIBIT 31
Japan—FExpenditures, fiscal years 1830 and 1831
1z mllitoes of dollars !
1430 1841

Imperlsl household .. .. ... e e___ 12 2.2
L L TS o T U 11.8 .5
Home aflalm. oo e e i admcmaaccmaee 110.0 .8
Finance other than debt service L M1
Army, and mllitary affalrs. .. 113. 8 105 4
Navy, and military affairs_ __ 133.8 131 4
Justies (courts, prisons, ete.) . 187 17.4
Eduaeation. ... .. ... ... - T2 720
Agrieulture and JoreBlry. oo oo e m o im e mama_ =5 x5
Commarce B0 INAUSLIF -« v au e v co e vareceeccn e e e cneemee e an 57! 58

Communications: !
Dapartment pmper and other expenses______________________________________ 108, 8 101, 1
Panslong and anmuitbes. ..o e %7 TLE
Overseaa affales. ... .. 8.3, 46
LT U 140.2 ¢ 1158
T TN 8880 ‘ 8.3

! Capvarslon unlt: 1 yen equals $0.50,
EXHIBIT 32

Tue Frencr SaLes {(Turnover) Tax
(*“1Impdt sur le chiffre d'afalres’)
INTRODUCTION OF TAX IN FRANCE

The present French turnover tax was introduced in that country in
1920. At that time, the financial condition of France was in an
slarming state, with revenues far below ordinary budget requirements,
and with a program of rehabilitation about to be launched. A turn-
over tax upon the gross receipts of all business transactions was
sdopted as the quickest and easiest way in which to raise the large
amount of revenue needed, although even its most earnest advocates
admitted its defects and mequ_ltles

The direct forerunner of the tutnover tax was what was known as
the payments-tax system, inaugurated during the war period, under
which taxes were levied upon receipts for certain commercial and non-
commercial payments, for luxury articles, and for expenditures in de
luxe restaurants and hotels. Even these taxes were not strictly an
Innovation, since France had imposed a graduated stamp tax on all
acknowledgments for payments ever since 1871.

LEGISLATIVE DEVELOPMENT

_ Ag originally enacted on June 25, 1920, the French turnover tax
Imposed a rate of 1.1 per cent on 'tho tumover or gross receipts,
originating in Franece, of two chief classes of persons: (a) Those who
either customarily or occasionally buy to resell; and (5) those who
perform acts connected with activities which are taxable under the
commercial and industrial-profits schedule of the income tax. The
first class included merchants and manufacturers, while the second
covered certain commercial middlemen, such as brokers, commission
men, etc. There was also a third class, of minor importance, com-
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osed of those liable to a proportional tex on mine profits under the
aw of 1810, who do not pay the regular profits tax.

There were two types of exemptions, express and implied. The
implied exemptions included farmers, professional men, and salatied
workers or wage earners who did not come within the definition of
those “buying and reselling” and whose profits were not taxable
under the commercial and industrial profits schedule of the income
tax, The express exemptions included exports, goods, and services
witb fixed Government prices, and transactions already subject to
special taxes,

Payment of the tax was to be made each month, the taxpayer
drawlng up a statement of his turnover for the preceding month, cal-
culating the tax due, and sending the statement and the money to
the administration. In practice, certain business men were permitted
to send in annual statements, under a so-called ““forfait” system. In
1922 the “forfait’” was extended to a larger group of taxpayers, but
a true forfait system was not introduced until 1924, Under this
system an estimated tax base is used, payments are made quarterly,
and there is absolute freedom from all inspection of books by tax

entas.
agT'he chief developments of the French turnover tax since its original
enactment in 1920¢, in addition to the inauguration of the forfait sys-
tem, have been the increase in rates in 1924 and 1926 and the enact-
ment of “replacement” taxes in 1925. The commodities subject to
the replacement tex were withdrawn from the scope of the turnover
tax; and instead of the low rate of that tax being immposed every time
these commodities changed hands, a single tax, at a higher rate, was
levied at some early stage in their economic development. In 1926,
when the Parliament raised the general rate from 1.3 to 2 per cent, it
made the increase applicable only to sales other than those made at
retail or for consumption on the spot. However, the confusion engen-
dered by the necessity of distinguishing reteil sales from zll others
ceugsed Parliament, four months later, to include retail sales within
the scope of the higher rate.

Before discussing the operation of the present French turnover tax
mention should be made of the luxury and import taxes which have
been an integral part of the turnover-tax system, The luxury taxes
ere divided into two groups: (g} Those imposed on luxury articles
sold at retail and (&) those tnposed on the gross receipts of luxu
hotels, restaurants, ate. The import tax is applicable to all goods
entering France whether or not as a result of a sale, and is im-
posed in addition to any customs duties.

This study of the French turnover tax covers the law up to about
May 1, 1932. It is hoped thet it is substantially accurate, although
somse difficulty was encountered in following the many changes that
have taken place since its codification in 1926. It has been necessary
to translate the law from the French.

In the following table there are shown the rates appliceble to sales,
gross receipts, and luxuries under the acts of 1920, 1924, 1926, and
1930:
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Retes of French salea and luzury lazes

Act af | Act of | Act of | Act ol
1020 1924 1928 1430
1. Salss tax: Per cent| Per cent| Per cent| Per cent
Al sales Iz general (turnover) b o .. oooaono. - 1.1 1.3 12
On gross receipts of thoso whose acts aro Cconcerned with activities
tarable under tho business prefits tax of 1917 . 11 1.3 2
On gross recelpts of those subject to the mine tar.. 11 1.3

II. Luxury tazes:
On retail seles of articles clarsed as lusuries_ . ...... iocoimmnaaan. 10 12 12 {

Paymanta for food, lodging, and drink ¢consumed on premises of
luxury estat:lishmants—

2
2 2
3
i

R e T U 3 16 of
O FIEBE B985 e me e e e e e e e e memmmee 10 1 13 '8

{ The * declms,™ or (.1 per cent tax on all sales, which goes Lo the commnnes ar locsl sutharitled, g Ineluded
in the ratas of sales In genaral.

1In April, 1626, the rules were: Ttetsil rates, 1.3 per cent; wholeaals rats, 2 per cent; intermedisries, 2.5
Per cont; newspapers and periodicsls, L3 per ent.  In August, 1425, the rate was made 2 per cent for ail
exoa t nowapapera und pericdicals, which rernaioed st 1.3 per cent.

n articles classed ag luxuries by their inherent nature.

‘ On articles classed as luznries because selling above 4 certain Dxed price.

+ For gstablishments absorbing tax io their sales pries.

¥ For estanlishments sdding tax s a separate itetn in aales prlee.

OPERATION OF THE PRESENT SALES TAX

Generally speaking, the application of the French sales tax has been
practically unchanged since its original enactment in 1920. The
present rate of 2 per cent, applies to the following classes of taxpavers,
and is imposed upon the base shown opposite each classification:

Taxpayars

Tsx base

1. Those who buy and resell in France. (Marchants, manufac-
turers, real-estate deelers, bulldlng contractord, corporation
sales to aubsidiaries, and consumers’ cooperatives.)

11, Thoss whose aets are eanuernad with activities tazable under
ths business proAts tax of 1917:

(@) Travel agencles, theater tioket agencles, labor agencles,
or any agaucy that by contracting [ndependently for the

The grosa recelpts or turnover of sales
of tangible pooda mctunlly madae.

(a) Tha total grosa receipts from the
gale of such services booght to rasell

services at one agroed price with the rendor and then by re-

selling wt whatever profit can be made removes the cas.

tomer from contracting with the person or agoney actually
rendering the pervice.

) Aganls, brokers, or other Intermediaries between cus-

(%) The totn.l groas receipis of oommls-
and actusl seller or rendor of services. |)un 5

oe, feas, ele., recelved from th
sals of services a9 aD mtarmadlary
Towal grosa receipus from the sale of
tangihle goods.

Til. Those subject Lo the mine tax. (Extmaction of materisl from
the earth oot equivalent to puarchase, so not covered by the
“'buy and sell"” clause.)

The phrase “buy and resell” was for a time construed to include
only gross receipts of those dealers huying with an mtent. to resell at
& profit. This interpretation excluded consumers’ cooperatives,
hut court decisions rendered in 1923 a.nd 1924 nullified this inter-
pretat:on and held the tax applicahle to any sale, regardless of the
vendor’s intent when the purchase was made. However, this does
not include the casual disposition of an article of no further uso to
the owner hecause obsolete, unneeded, or replaced by another article,
Up to 1925, sales of real estate bought Wltlllj an intent to resell were
not texed on the ground that they were ‘“civil,” not ‘‘conmercial,”
trangactions, but this interpretation of the taxmg authorities was
nullified by court decisions and later by statute,
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The turnover tax may be said to be imposed on money payments
made in exchange for commodities delivered and services rendered
but it is limited to such payments made in the ordinary course of
business between merchants and manufacturers and their customers.
No tex is imposed on payments received by certain econormic classes,
such as farmers, laborers, and professional men, and on business pay-
ments received from the sale of certain classes of commodities and
services. These exemptions of persons and things have sprung from
different motives. That in favor of persons is usually implied from
the wording of the law, and originated not only from a desire to avoid
political unpopularity but from a fear that the burden of the tax
could not be shifted to the ultimate consumer as intended, and to
avoid administrative difficulties. The exemptions in favor of certain
commodities and services are noted specificially in the law, and have
been adopted because of other taxes on these sales and in order to
lessen the burden on the poorer classes of consumers. These exemp-
tions are summarized %c:alow under three divisions: (A) Those
gpecifically embodied in the basic law of 1920, (B) those spaciﬁca].lcy
provided for subsequent to the enactment of the basic law, and (C)
those implied from the wording of the law:

(A) Specific exemptions under basic law of June 25, 1920:

1. Sales transactions already subject to tax under previous laws.
These include:

(@) Sales on the stock and commodity exchange made by those who
habituslly carry on this activity.

() Pharmaceutical preparations subject to a tax levied on the
manufacturer andfor importer. (Wholesalers and retailers are
therefore not exempt from the turnover tax.)

(¢} Savings societies and insurance companies.

(d) Amusements subject to an adrnission tax.

(¢} Vehicular passenger and freight traffic (taxicabs and drayage}.

2. The turnover of any business subject to governmental control
as to sales price. This includes:

(¢) Sales of bread by bakers. (Pastries, however, are not exempt.)

(b) Sales of retailers of State monopolies, viz., tobacco, matches,
stamped paper, telephone and telegrapf:: service. :

(¢) Revenue from ratea of public utilities subject to governmental
control of rates (power companies, raifroads).

(€} Commissions and fees of stockbrokers, shipbrokers, marine-
insurance brokers, land banks, and real-estate-loan societies when
their rates are fixed by the Government. :

a. Exports except antiques and certain works of art. (However,
only the last sale made in France to a foreigner, delivery to be made
abroad, is exempt.}

(B} Specific exemptions by law made subsequent to basic law:

1. Newspapers and periodicals with a sale price not in excess of
25 centimes. (Increased to 50 centimes in 1926.)

2. In 1923, artisans whose gross receipts came from the sale of
finished products, made by thetr own labor from raw materials, were
declared exempt if they qualified under regulations defining the
extent of business one might carry on and still be a ‘‘small artisen.”

3. In 1924, wheat and rye if used in the making of bread.

4. Tn 1925, sales of articles made subject to a replacement. tax.
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5. By act of April 4, 1926, sales of milk for consumption in its
natural state.

6. Commission merchants, as well as true buyers and sellers of
cereals and grains, if not already exempt as dealers in bread, were
laced on a turnover rate of 0.55 per cent on total value of prai
endled by them by the act of March 26, 1927. (By act of April 16,
1930, dealers in potatoes, and by act of April 26, 1930, dealers in
milk, eges, fresh and dried fruits, fish, cream, butter, and similar
articles were added to the list of products the sales of which by com-
mission merchants or true dealers were to be taxed at 0.55 per cent.)

7. In 1928, receipts from the sales of, and of advertisements in,
?hlls.nt.hropic publications. Receipts trom all schools if not coming

rom commercial operations. Receipts of nonprofit restaurants for
students.

8. In 1929, by act of July 13, flour, semolina, and refuse grain.

- 9. In each year articles that wers made subject to the replacement
taxes were exempt from the turnover tax,

(C) Exemfptaons implied from wording of the law:

1. Sales of farmers’ produce grown by themselves,

2. Gross receipts of liberal professions, viz., doctors, lawyers, ac~
countants, etc.

3. Wages and salaries of laborers,

- 4. Comsumers’ eooperatives were comsidered exampt until specifi-
cally ruled mnof exempt by the administration in 1924. However,
such cooperatives buying farm materials are held exempt.

The French turnover tax, being a tax on the gross sales of all busi-
ness and -not & single levy on a completed article or transaction,
neturaliy results in & pyramiding, or piling up, of the tex. This

prramiding may be illustreted by the following example:
Ezample 1.

A, & manufacturer, sells an article to B, a wholesaler, for $100.
A pays s tax of 2 per cent on his gross receipts. B sells the article
to C, e retailer, for $140. B pays a tax of 2 per cent on his gross re-
caeipts. C sells the artiele to an ultimnate consumer for $200. C pays
a tax of 2 per cent on his gross receipts.

The total taxes that would be collected on the above sales would
amount to $8.80. This sum would be paid as follows:

A—Gross receipts $100, tax $2, B—Gross receipts $140, tax $2.80.
C—Gross receipts $200, tax $4.

Included in the gross receipts of B is the sum of $100, representmg
the recovery of the original cost of the article to B. B is sctuell
Emng a tax of 2 per cent on his recovered capitel. In the case of Cy

sates price of $200 includes his recovered cost, or capital of $140,
on which another tax of 2 per cent is being levied ﬁy the Government.
. ]leramiding is dlustrated by hreaking up the fotal taxes psaid as
ollows:

The amount of $100 st 2 per cent, three times, $6; $40 st 2 per
esnt, two times, $1.60; 360 at 2 per cent, once, $1.20.

Middlemen such a8 B and C have escaped the penalizing effect of
the French sales tax by giving up their status of dealer and becoming
commission merchants, paying & tax on the gross receipts of their
commissions. In that pitustion, A would consign the article to B,
B might put the article ont on consignment to C, and C would sell

153011—38—21
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the article for $200, retaining $60 as his cormmnission and forwarding
the balance to B. B would retain $40 of that amount and send the
balance, $100 on to A. A would pay & tax of $2; B a tax of $0.80;
end C a tax of $1.20; the Government receiving a total tax of $4.
The replacement taxes, taken up later in this discussion, sought to
correct this legitimate evasion of the tax,

Pyramiding results in a somewhat larger tax being collected as a
result of & situation that permits the dealers to pass tﬁe tax on to the
ultimate consumer by adding the tax to the sales price of the article.
This result is illustrated as follows:

Ezample I1.
Alagelllng price. s 2100
Anticipated tax_ e 2
A’s actual selllng price t0 Bo o cvee coveenrionennaas 102

The tax is levied on A’s actual selling price (gross receipts) and
smounts to $2.04. A has recovered all but $0.04.

Costto B rimsrnenem e —naa————— 8102 00
Expense and profit margin_ _ . ____________________.___ 40. 00
Anticipated tax__ _ ... 2 84

B’s actual selling price to C_ - oo 144 84

The tax on B's actual selling price (gross receipts) amounts to
$2.896. A has recovered all but $0.056,

w Cost b0 Co e ceenas 5144 84
Expense and profit margin. . .. ... ... 0. 00
Anticipated tax__ ___ ______ oo 4 098

C’s actual selling priee oo aeoos 208. 936

The tax on (s actual selling price to the ultimate consumer
amounts to $4.178. C has recovered all but $0.082,

The total taxes that would be collected on the above sales would
amount to $9.114 distributed as a burden as follows: On A, $0.04; on
B, $0.056; on C, $0.082; on the ultimate consumer $8.936, A, B, and
C have paid a tax on the taxes recovered by them in their sales price
{gross receipts), but in most cases that is also passed on by the dealers
by adding an estimated amount to cover the tax on the anticipated
tax already included n the sales price.

THE IMPORT TAX

The import tax, which is levied in addition to the regular customs
duties, is 1n distinct contrast to the turnover tax proper, since it has
no relation to sales. On the other hand, the importation of goods is
the sole occasion for imposing the tax, and it is all-inclusive so far as
tangible goods are concerned, except for a few items which have been
exempted either by law or administrative ruling. The base upon
which the import tax is levied includes not only the value of the
article at the port of antry but the amount of the customs duty, if any,
as well. " Aside from raising revenue, the purpose of the tax is to
protect French manufacturers and merchants from competition with
tax-free foreign goods in the domestic market. TIntil just recently,
the rate of the import tax corresponded with that of the turnover tax,
but under the law of March 31, 1932, there is a rate-of 2 per cent on
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raw products, 4 per cent on products that are further advanced than
their natural state, and 6 per cent on finished products. Once im-
ported, the goods are subject to the regular turnover tax. There are
certain exceptions, however, which should be mentioned. Maerchant

g:)rters are granted exemption from the turnover tax in connection

ith the first sale in France of certain raw materials on which the
import tax has been paid. Under the decree of August 14, 1925,
which still appears to be in effect, this exemption covers such raw
materials as Exdes, wool, silk, cerea.la, rice, cacao, rubber, rough
lumber, cotton, flax, hemp, jute, and natural phosphates. Imports of
commodities which are subject to the replacement taxes (hereafter
referred to) are exempt from the import tax just as domestic products
subject to these taxes are exempt from the turnover tax. A special
Jmpolrt tax, in lien of the regular tax, is imposed upon the {ollowing
articles:

Special
Qommodisy import Eaxnarks
tax
Per
cent
Laxury artieles for the personal nse of
the imporcer:
Lgxury by natiore 10 | If Imported by merehant for resale, requiar iaport rate
s.pBl.'las. Later aals texad at luxliry-fax rate,
Luzury on acoount of price. .. ... 7 G
Automobties
Pm? s':":'rxgarmﬁ‘ valued st mom than 10 | Payable no matier o whem destloed.
»
Mized p and com 7 Do,
Ohassis, bodlaa e 7ot 10 | 1 destined to mansiscturer, reghlar rort rate appl.lu.
Later sale of completed car taud & luxury-tex rates
Parjumery and tollet articlee. ... 18 § If destloed Lo raanulasturer, tax payabls when article

leaves manufacturer’s handa,

THE REPLACEMENT (SINGLE} TAXES

F In 1925 there was originated the first of & series of exemptions of
certain commodities from the turnover and import taxes and the
substitution of “replecement” or *production” taxes on them. The
replacement tax is a tax at a high rate levied upon a8 commodity only
once, at some early stage of its production, and in lieu of all turnover
or meort texes., The rate is calculated to replace the amount of
revenue which was derived from the low turnover rate when imposed
every time the commodity changed hands. This innovetion con-
stituted an attempt to free a3 many taxpayers as possible from the
continua)l visits of the tax collector, to lessen the burden on the admin-
istration of checking & large number of taxpayers, and to do these
things without any decrease in revenue. Another purpose was to
check the evesion of the turnover tax accomplished by certain true
dealers in coal, grain, and other commodities who were chenging their
commercial sta.t.us, actually or apparently, to thet of commission
merchants and paying a tax on the besis of their commissions (profits)
only, rather than on the total gross receipts from the sale of these
commodities,
The following table summarizes the commodities subject to the
replacement taxes and the special rates imposed.
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Ariticlog subjeet to replacemont lazes (single lazes imponsd tn beu of all turnover and
imypont fazes)

Artiolen Rais of tax When levied
Coal, eoko, 850 .. e cceemecemam—————— 25 per Cont o e At mins of ooke plant of on
- tmportation.
Em%hming and fresh meats:
slves and sheep 2 centimes per kllogram. . | Before alaughter.

Cattle other than calves. 12.5 eentimes per &!logram. . Da

Hogs 25 cantimes per ki

b O T, -1 16 centimes per kilogram . D

Veal and mution.. .. 40 ceptinm

tijogram . — .| On impetation.

Heating pnd Hghting .. ... ..
Aloahol snd aplrits for conaumption..
Realngue products, turpentize, eto. .. oooo_.
Petroloum products:

— Crudesr rafined mdgmﬂn.. -
Benzol, toluene, bensine ..o

Ol aodt fatty bodies:
Oleaginous frufts and grains. ... ...
Fish and vegetable oily
Reflned coconut ol ...

Oleomargarine, smulsions, and anlmal Da
fata for consumption,

st.e?]ric snd olele aoid and deglycerlned Do,
oils.

EBoapsand candles__ ... oo Do

Lodustrial scaps if ssnt by producer to Do

industrisi user.

t Certals manufactuners nsing sogar o thelr products are entitled to a credit for one-half the ropladament
tax sr;mvicusly paid.

1 Bale to manufscturer for fnrther productlon, 2 per cent,

3 Bale to manulazturer for ariber produetlon, 4 par cant.

This departure from the principle of the French law, i. e., taxing
only one sale instead of all sales, has heen somewhat in the nature of
an experiment, and will continue to be limited in application to but
few articles, To be a proper gubject for this form of taxation, &
commodity should be— :

{(z) Inclined more or less to be stable in price.

{b) The sole line of the producer or dealer.

{¢) To a great extent in finished form and unlikely to be combined
with another article or commodity to be taxed again in {another)
finished form under the turnover tax or replacement tax.

THE LUXURY TAXEB

Luxury taxes are an important part of the present turnover-tax
system. These taxes were imposed before the sales tax was enacted,
being first levied under the payments-tax system inaugurated during
the war period. They are continued under the sales tax at much
higher rates than the general turnover levy of 2 per cent, and sup-
plant the latter tax. There are two separate divisions to the luxury
taxes: (a) The tax on luxury articles sold at retail, and (b) the tax
on gross receipts of luxury hotels, restaurants, and so forth., The
luxury taxes, of course, are imposed in lieu of the turnover tax when
the sale is made at retail.
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In the case of articles sold at retail there is a double standard of
‘Juxury.” Certain goods are considered de luxe because of their
inherent nature, while others become luxury goods only when sold
at rotall above a certain price. The determination of what consti-
tutes luxury srticles is by the Minister of Pinance, who issues decrees
from time to time listing such articles. These decrees are subject
to legislative ratification, but have the foree of law until Parliament
rejects them. The present rate on articles which are classed as
luxuries hy their inherent nature is 6 per cent, while those taxed as
luxuries because selling above a fixed' price are taxed at the rate of
3 per cent. The responsibility for the payment of the tax rests with
the seller, and unless otherwise provided or obviously not relevant
the laws and regulations governing the turnover tax apply with full
force to the luxury taxes.

The standard of luxury for the hotel and restaurant tax is quite
different from that under the luxury tax on retail sales. An estab-
lishment pays a luxury rate on its gross receipts if it is judged ““luxur-
ious,” and there are two grades of luxury, to which different rates
are applicable. Estahlishments of the first class pay a rate of 8
per cent if they include the tax in their sale price and 13 per cent if
the tax is added as a separate item. Second-class establishments are
taxed at the rate of 3 per cent if they include the tax in their sale
price and 4 per cent if they do not, ;i‘he classification of hotels and
restaurants is handled hy an official commission in each “departinent,”
with a commission of appeal in Paris.

BPECIAL TAX ON RETAIL BALEB

In addition to the tax on industrial and commercial profits, levied
under the income-tax provisions of the intemal revenue laws of
France, there is levied a tax termed “taxe speciale sur le chiffre
d’'affaires,” literally translated as a special tax on gross receipts.
This tax 18 not considered a part of the sales tax, nor are the receipts
from it included in statisties of sales-tax receipts published by the
Ministry of Finance. The tax was first levied in 1918, and is edminis-
tered by the income-tax administration. Its similarity to the turn-
over tax is so decided that a brief mention of the tax seems to be
gertinent to any discussion of the French sales-tax system. As can

o seen it is solely a tax on sales.

The tax is imposed on the amount of business (gross receipts, i. e.,
snles) transacted by enterprises having for their prineipal object the
retail sale of provisions or goods when the amount of such business
exceeds 1,000,000 francs, exclusive of exports. The amount of
husiness turnover is taken as the total amount of sales realized each
year hy the taxable enterprise. It comprises all the elements of the
eales price and consequently all duties and taxes, as, for example, the
general sales (turmover) tax, which are incorporated therein. The
tax also applies to banking, credit, savings, and capitalization enter-

rises when the amount of their annual turnover exceeds 1,000,000
rancs. The present rates, which date from 1926, range from 0.0012
per cent on gross receipts of between 1,000,000 and 2,000,000 francs
to & maximum of 0.006 per cent on the excess over 200,000,000 francs.
During the operation of the present rates, the annual receipts have
been well over 100,000,000 francs.
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ADMINIBETRATION

The collection of internal revenue in France is divided among thres
administrative groups—the direct-tax, indirect-tax, and registration
administrations, all quite distinet from each other. There is snother
administration—customs—for collecting export and import duties.
No new agency was created for the control and collection of the
turnover tax. The burden of collection fell upon the indirect-tax
administration and the registration administration, the former making
the collection in communes of under 5,000 population and the Iatter
in the larger communes. The direct-tax administration assisted the
others in checking the turnover-taxpayer’s records of receipts. This
division of control worked unsatisfactorily, and not until 1925 was
the entire enforcement of the turnover tax placed under the indirect-
tax administration with the customs administration attending to
levies on imports and exports affected by the turnover taxes or re-
placement taxes. With the administration and enforcement of the
tax centralized, collections end control have hecome much more
satisfactory.

Under the law of June 25, 1920, the turnover tax was due under a
monthly payment system. The taxpayer was to prepare a statement
of the previous month’s receipts, calculate the tax, and make pay-
ment when he sent in his statement before the end of the current
month., TUnder later regulations, statements might be made on a
quarterly, semiannual, or annual basis, but payments ‘on account”
were due at least quarterly. Taxpayers under the forfait system are
not required to send in any statement but must make quarterly
payments on their allowed estimate. Taxpayers with a permanent

place of husiness estahlished, and not on the forfait basis, are allowed

to make an annual statement under the present law.

Payment is made by cash, postal order, check, draft, or hy other
commonly accepted negotisble instruments. Stamps are not used
in any instance except on articles of luxury sold at retail.

During the first few years of the operation of the turnover fax,
evasions were more the rule than the exception. The law was new,
there was doubt as to its continued existence, and the administra-
tive bureau was inadequately forced and composed of several inde-

endent units. Due to the resultant lax enforcement the Government
ost large sums properly due under the law. The actual receipts for
the first year were liess-. than 50 per cent of the estimated return of
2,000,000,000 francs.

The law required that merchants, or anyone continually or occa-
sionally huying and reselling, should keep a record of all transactions
subject to the tax. The hurden of proving omissions of this duty fell
on rather indifferent collectors and inspectors. Merchants posed as
commission men when in fact they were not, and sales for cash of
uninventoried stock could he completely concealed.

The small merchants especially rebelled against keeping records of
their transactions for monthly inspection and complain:cf even more
vociferously when the failure to keep such records resulted in more
strict surveillance by the collector. Bookkeeping among this group
was scarcely more detailed than a statement of annual gross receipis
and many neglected that. The Government finally conceded to
merchantg m& an annual gross for the previous year (by thelr

"
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records) of less than 48,000 franes {or 12,000 francs if they were
intermediaries taxed on commissions, fees, etc.) the privilege of pay-
ing on the RJasis of such receipts for the ensuing year. The taxpayer
under this system would show his receipts for the closing year and
on the basis of that would pay his instaliments for the current year
{(on a quarterly basis: 2 per cent of one-fourth of the preceding yvear’s
gross receipts}. By the act of December 31, 1921, this privilege wasg
extended to merchants and commission men having an annual gross
of 120,000 france and 30,000 francs, respectively. This was called
the “forfait” system; inaccurately, however, for in 1924 the true
“forfait’’ system or estimated tax-base system was maugurated,

Under the true forfait system, the tax collectors estimated the
business of the taxpayer by external indicia, i. e., number of employ-
ees, size of establishment, equipment, soeial status of owner, mode of
living, etc., and therefrom estimated the gross receipts of the business,
and the taxpayer paid on the basis of that estimate. The taxpayer
is not required to give any information or disclose any records unless
he disputes the estimate or wishes to rencunce the ggreement to
abide by the estimate, The Government may likewise renounce,
but either party must so indicate that intention during the last two
meonths of the year. The eatimate lasts for two years and the tax as
fixed for each year by this system is payable quarterly. Under the
law of 1924 this system was ava.ilab}fe to merchants having gross
receipts not in excess of 200,000 francs {or 40,000 franecs in the case of
coInmission men) but under the law of 1927 the larger figure was
raised to 300,000 frencs.

In 1922 out of 1,720,739 sales-tax payers, 553,806, or slightly over
32 per cent, paid a yearly tex of less tlI;an 60 francs each, emounting to
less than 1 per cent of the total tax collected. Seveniy-eight per cent
of the taxpayers could have been entirely exempted from the tax in
1922 with a loss of only 10 per cent in the total revenue from it. In
1924 over 65 per cent of the sales-tax payers paid on an estimated
basis but their payments sggregated less than 10 per cent of the total
revenue from the levy. These figures indicate the exteni of small-
scale commerce in France and of evasion.

The establishment of the forfait system, and of the replacement
taxes, as well as more efficient administrative efforts have gone far in
checking the evasion that was so prevalent during the early years of
the tax. The legal evasion that can be accomplished by & dealer
becoming & commission merchant can not be circumvented. How-
ever, the replacement taxes on those commodities in the sale of which
the merchandizing status was more often changed has retarded some-
what this form of evasion.

The sutomobile {ex presents an interesting example of the difficulty
or checking eveasions that are apparently legal. The tax on passenger
antomobiles was placed at the luxury tax level and on commercial
asutomobiles at the low turnover rate. This did not prevent the wide-
spread use of commercial automobiles in transporting their owners
and their families on purely pleasurable pursuits. When such use
was proved an attempt was made to colleci the higher tax. This
presented so many difficulties and caused so much opposition that the
Government finally provided & medium rate for commercial cers
whenever the owner intended to put it to uses of pleasure, retaining
the low turnover rate on strictly commercial automobiles. Theso
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rates were: Passenger car, 12 per cent; semicommercial, 6 per cent;
commercial, 2 per cent. The 1930 rates were 6, 3, and 2 per cent,
respectlvely

Disputes may arise between the taxpayer and the administration
on several points; whether or not any tax is due; whether all grose
receipts or commissions only are taxable; or whether or not certain
gross receipts are exempt. Unless these dlspube.s are settled by agree-
ment (conference} they are carried to the administrative tnbunals,
“Conseils interdepartementsux,” which handle ‘‘direct-tax” cases.
‘“Indirect tax’ cases, and questions concerning construction of the
civil law, are taken to the civil courts with the burden of proof on the
taxpayer. However, although taken to “direct-tax” tnbunals, the
burden of proef in turnover tax cases is placed on the taxpayer,
differing in that respeet from other ‘‘direct-tax’’ cases. When the
case first comes before this tribunal, a fect-finding committee is first
appointed, composed of three members, one chosen by the taxpayer,
one by the administration, and one by the court. The conclusions
of this committee are submitted to the court and the law applied by
the court in rendering a decision. Appeals from tbe ‘“Conseils inter-
departementaux’’ to the *Conseil d 'Etat” are prowded for, limited,
however, to merely a review of the lower couri’s declsmn Th.lﬂ
appesl, however, does not arrest execution of the lower court’s
]udgment

The above procedure applies to appeals from additional assess-
ments as well 8¢ claims for refunds and must be begun within two
years. Other administrative boards are provided for securing a
different estimated-tax base, or luxury classification.

In the event that the administration is awarded a judgment for an
sdditional assessment, it still enjoys ne preference over other creditors
in the case of the bankruptey of the taxpayer. Recent decisions of
the courts have held that the turnover tax is not a true indirect tax
and that no claimm to insure its payment attaches to the taxpayer's
asgscts or personal effects.

RECEIPTE

The immediate purpose in the adoption of the turnover tax in 1920
was the easy and speedy collection of considerahle revenue. All
other considerations wero swept aside. In the light of history, it
mnay be conceded that the tax has been quite successful from the
revenue standpoint. In the early vears of the operation of the tax
its yield was somewhat disappointing, hut this was largely due to the
extravogant hopes entertained by its sponsors. Widespread evasion
of the tax and the depression in businhess during that period were
factors which adversely affected the yield, At the present time the
esttmates are more conservative, and the evasion has been checked
somewhet, so the receipts are fairly satisfactory.

Sterting cut in 1920 with a yield of 1,500,000,000 francs (about
$80,000,000), reccipts from the turnover tax grew constantly year by
year until in 1929 they amounted to 14,000,000,000 francs, or a little
over $500,000,000. The yield fell off in 1930 however, amounting
to about 10 000 000,000 franecs, while the prehmmar}' figures for 1931
show & further drop to 8,800,000,000 francs. Even at the latter
figure the tax is still a large rovenue producer. {At the present rate
of exchange the franc is worth ahout 4 cents.)
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The table which follows has been prepared to show the importance
of the turnover-tax receipts to the total revenues of France. It may
be noted that that tax has accounted for nearly 20 per cent of the
tax burden in some years. Receipts from other sources are shown in
Exhibit 26 of the appendix.

Receipls from French turnover faz

Por capila tax of

Receipts, sales tax lss tax !

Revenne ﬁali Percent-
BOUTCES)

Yeur n | age raleg

In thousand | 10 thou- th[:::?:: ¢ t:l:tr:::l
franes I sand In francs | In dollars

dollara t

1920—July-Decombar _.._________ 1, 124, 884 81,724 [ T U 36 5) 2oa
1621 2, 405, o4, 110, L8 10. 40 61.47 + 5%
1922, _._ 2, 840, B34 24, 540, 000 10. 96 7283 6. 59
1923 , 24, BI4 543 13.39 9221 5.81
1834 3 2, 114,088 18. 38 120. 39 6. 30
1625 s o2, 957, 00G 16. 24 132,93 6.37
1928 , 408, 42, 348, 338 19, B8 2 08 asd
1937 __ 3 50, 458, THO 18. 55 423 D14
1828 Q, N , 226 K1, 124, 50 19. 85 254, G2 §.88
1926—Janoary, 1920-March, 1835__ 13,000, 236 | MY, 370 77,78, 760 18 01 L 13. 34
1930—March, 1930-March, 1031, 10,007, 507 | 302, M 54, 344, 382 17.15 238, 27 0,34
lnell—Preliminnry__.A.___.________ 8,814, 340 | 345, 522 52, 698, 738 16.72 2. 8 ax

1 Doge nas include recelpls from speclal tax on sales, but does inelude receipts from tax on sabe of spirtnons
liquora and de Juze wines.

1 Franca convertad lnto dollar at surrent rate of axchange for mch year,

' Ro[:uh:}jonb:]'snm from 30,000,000 in 1920 to 42,000,000 in 1631,

4 Not available,

EXHIBIT 33
THE CaNapiaN SanLeEs Tax
INTRODUCTION OF TAX IN CANADA

The snles tax, in modified form, was introduced in Canada in 1920,
at & time when the Government was faced with the task of finding new
methods and sources of taxation due to the decreasing revenues fror
existing taxes and duties. It has been in continuous operation ever
since, Prior to the outbreak of the World War, Canada’s revenues
were derived solely from customs duties and excises. During and
after the war period, these levies were greatly increased, and were
supplemented iy a tax on incomes and many new excise taxes. These
sources, however, proved inadequate to meet the revenue needs, and
a3 a last resort the sales tax was proposed and adopted.

LEGISLATIVE DEVELOPMENT

Under the original act of 1920, a tax of 1 per cent was imposed on
“‘sales and deliveries by manufacturers and wholesalers, and joblers,
and on the duty-paid value of importations.” The tax was to le
levied in addition to existing customs and excise duties and applied
every time an article changed hands during the process of manufacture
and distribution up to and including the sale to the retailer. Retail
sales, however, were not separately taxed. A long list of exemptions
was provided which included, in general, foodstuffs in their natural
state, all initial sales of farm products, as well as the first products of
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the fisheries, mines, and forests. Direct sales by manufacturers to
retailers or consumers and importations by retailers or consumers
were taxed at s higher rate in order to make up the revenue lost by
not being able to tax the ]hbber s sale which would ordinarily inter-
vene. In 1921 and 1922 the general rate was raised, respectively, to
1% per cent and 2}% per cent. At the same time 1mports were given
a shghtly higher rate on the theory that they were taxed but once,
while domestic goods might conceivably be taxed severa] times.

In 1924 the tax was completely revised to eliminate all pyramiding.
Instead of being applied to all wholesale sales by manufa.cturers and
jobbers, the tax was changed to & single ‘“consumption” tax, as it was
called, levied once and once only on the “sale price of all poods pro-
duced or manufectured” in Cenada, and on importations. The rate
of tax, which was to be uniform, was increased fo 6 per cent., The
elimination of pyramiding was accomplished by & system of licensing,
under which sales by one licensed manufacturer to another of goods
to be used in the manufacture of articles subject to the tax, and
importations for such purpose were exempt from the tax. Thus,
instead of each constituent part of an article being subject to tax
separately and then collectively as a completed unit, the tax was
imposed only on the sale of the finished product when it passed from
a licenses to & nonlicensed purchaser.

eginning in April, 1924, the rate of the tax was successively
reduced until in 1930 it resched a low of 1 per cent. While the rate
under the original act was the same, it was cumulative on all whole-
sale sales and thus was not actually as low as the 1930 rate. With the
reduction of the rate to 1 per cent, it was expected that the sales tax
would soon disappear. However, with the falling off of other revenues
due to the worllz{p ide depression in business, it became necessary in
1931 to increase the receipts of the Government and accordingly the
sales-tax rate was raised to 4 per cent. At the same time a special
excise tax on imports, in addition to the sales tax and customs duties,
was imposed. In April, 1932, the sales-tax rate was incressed to 6 per
cent, the revenue from otber sources having continued to decrease.
At the same time the special excise tax on imports, which had been
imposed at & rate of 1 per cent, was increase to 3 per cent,

The list of exemptions, while quite large at the time of the original
enectment of the sales tax, has been continually increased. When the
application of the tax was revised in 1924, it was provided that goods
manufactured or produced by those whose annua| production was of
the value of less than $10,000 should not be subject to the tax on their
sale, and such manufecturers were not required to be licensed. In
the same year, however, the law was changed so that all manufacturers
and producers had to be licensed, but the minister was given the
power to exempt any class of small manufacturers or producers
eelling exclusively at retail.

The following table gives the rates and application of the Canadian
sales tax from 1920 to date:
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Canadian sales lax {rales and applicalion)

Effoctive datas Rated and application

Meay 19 toJune 18, 1020_..| 1 per cant on asles and deliveries by manufsetturers and wholesalers, of obbers,

and on the duty-pald value of importations.

Jaue 17, 192, to May 9, | 1 per cent on sales and dellveries by manufacturers and wholesalers, or Jobbars,
igal, and oo the duly-paid vaiue of importations; 2 ix:»ew cent on sales by manufsc-

tarers to reteilera of congumera, of on Importetions by retatlers of cohmuimers.

May 10, 1921, to May 23, | 134 ‘%er cent oo pales and dellveries by Canadian mannfasturers or producers,and
1022, wholesalers or Jobbets; 234 per ¢ent on the duty-paid value of goods imported;

3 per cont on sales by manafacturers to retallers or conmumers; 4 per cent oo

goods imported by retailers of consumaers; lumber, 2 per cent on domestie

sales and 3 per cent on importations.

May 24, 1922, to Dee. 31, | 25 ger cont on sales and deliverios by Canadlsn manufacturers or prod. 3, and
10 wiholesalers or jobbers; 33 per cent on the duty-pald value of goods Imported;

£} per cont of sales by manufacturers of producers to retaflers of consumers;

8 per cent on goods lmported by retaliers or consumers; lumber, 3 per cent on

domestic sales and 434 per cent on Importatlons.

Jan, 1, 1924, to Apr. 10, | B per cent on sale price of all goods produced or mengfsctured in Canpda snd on

1924, duty-pald walue of goods Imported.

Apr. 11, 194, to Feb. 17, | & per cent on sale price of all goods produced or manufactiured In Caoadn and on
[{trefl tha duty paid value of goods Imported; 234 per cont on 6 reatrictod lat,

Feb. 18, 1927, to Feh. 16, | 4 per cent on sale price of all goods produced of masufactured o Canads and on
1628, the duty-pald value of gooda imported: 2 oent on & restricted lat,

Feb, 17, 1928, to Mar. 1, | 3 per cent on sale price of all goods produced or menufactured in Cabada end on
1924, the duty-paid vaiue of goods imported; 13 per oent on o restrictad list,

Mar. 2, 1929, to Ma¥ 1, ) Zper cent on Sale price of ali goods produced or manufactured In Canade snd on
1030, the duty-pald value of gocds imported; 1 per cent on a reatricted ilat,

May 32, 1830, to Juna 1, | t per cont on ssle price of ail goods produced of manufsctured in Capada and on
1531. the duty paid value of goodsimported; ¥ per tont on a resiricted list.

June 2, 1931, to Apr. &, | 4 per cent on sale Drice of all goods produced or manufactured It Canede and on
1632, the duty-pakd valtie of goods imported; 2 per cent on 6 reatricted list

Apr. 7, 1812, to dete. ._..| & per cont on sale price of all goods produced or manufactured ip Cansdasnd on

the duty-peld value of goude hnported: 3 per cent on e restricted Mat.

OPERATION OF PRESENT TAX

The “consumption or sales tax,” as amended to date, lovies a tax
of 6 per cent on the sale price of all goods (¢} produced or manufactured
in Canada {paysable by the producer or manufacturer at the time of
delivery of such goods to the purchaser); (b} imported into Canada
(peysble by the importer or transferee who takes the goods out o
bond for consumption at the time wher the goods are imported or
taken out of bond}; or (¢} sold by s licensed wholesaler (payable by
the vendor at tho time of delivery by him} where goods have been
purchased tax free from « licensed manufacturer.

In order to prevent any possible duplication or pyremiding of the
tax, it Is not payable () on goods partly manufactured sold by &
licensed manufacturer to another licensed manufacturer, or hy a
licensed wholesaler to a licensed manufacturer, or iniported by a
licensed manufacturer; (b) on goods imported by & licensed whole-
saler, on importation; (¢} on goods sold by a licensed manufacturer
to & licensed wholesaler; or {(d) on goods sold by a licensed wholesaler
to another licensed wholesgler,

Articles exempt from the tax cover eight pages of the statute. As
space does not permit the list to be given in detail, the most important
ttems and groups will be set forth. They include—

(a) Sta]ﬁe food products such as bread; flour, catmeal, cormeal,
etc.; live animals and poultry; fresh meats and poultry; salted or
smoked meats; fish and products thereof; fresh vegetables and fruits;
fresh, eondensed, evaporated, or powdered milk; cream; butter (but
not substitutes for butter); cheese; lard produced in Canadsa; eggs;
bees and honey; sugar; molasses; corn, maple, and sugarcane syrup;
salt manufactured in Canada; cleened rice; macaroni; dried apples;
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and other farm produce sold by the individwal farmer of his own
production.

(?) Ice; fuels of all kinds; electricity; and gas manufactured from
coal.

(¢) Ores of metals of all kinds and mining tools and equipment.

(d) Logs and round unmanufactured timber; fence posts; rail-
road ties; pulpwood; other products of the forest when produced
and sold by the individual farmer or settler; and machinery used in
sawing lumber, up to the operation of planing.

(e) Newspapers and megazines; bibles, prayer books, ete.; and
authorized textbooks (including materials used in the produection
thereof).

(f) Ships licensed to engage in the Canadian coasting trade;
materials for use solely in 510 construction, equipment, and repair
of ships; boats purchased by individual fishermen for their own use,
and materials used in the manufacture thereof.

(9) Farm mechinery and equipment; drain tiles for agricultural
¥urposes; binder twine; fertilizers; calf, cattle, hog, and poultry
eeds; and grains and seeds in their natural state. :

(k) Wool not further advanced than washed; and raw furs (not
dressed or dyed in Canada).

(3) Matertals (not including plant equipment) consumed in the
process of manufgscture or production which enter directly into the
cost of goods subject to the sales tax manufactured or produced by
& licensee under the act.

(7} Philosophicel and scientific apparatus imported for use by .
religious, philosophicsal, educations], scientific, or literary institutions.

(% Miscellaneous items, such as donations of clothing for charita-
ble purposes; artificial eyes end limbs; lasts for boots and shoes;
gettlers’ effects; articles and materials for use solely by public
hoespitals; and so on.

A special list is provided of articles subject to only 50 per cent of
the regular tax, which includes boots and shoes, creosoted railrosd
ties, printing peper, moist Imincemeat, yeast, and the followin,
when produced or manufactured in Canade: Canned vegetables an
fruits, jellies, jams, marmalades, efc., and a few other items.

Exports are not subject to the tex, and a drawback of 99 per cent
may be obtained for taxes paid in respect of materials used in the
production of articles exported.

Every manufacturer or producer is required to take out an annual
license, for which there is a fee of not to exceed $2; but the Minister
of National Revenue may direct that any class of small menufacturers
or producers selling their product exclusively at refail shall be exempt
from the requirement OIP licensing end from the tax. Among tne
small menufacturers made exempt under this provision are merchant
tetlors, dressmekers, milliners, florists, photographers, dealers in
monuments, druggists, shoemakers, dentists, plumbers, opticians,
blacksmiths, sawmill owners with sales of $5,000 or less annuslly,
job printers with annual sales of less than $3,000, and others.

“Hnolesalers and jobbers may be granted a license for the purpose
of selling to other licensees without payment of the tex.

When goods are sold by a licensed manufacturer or wholesaler to
& wholesaler or jobber not licensed under the act, the purchaser must
be furnished with a written invoice of the goods stating separstely
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the amount of the tax; and when goods are sold hy a wholesaler or
jebber who is pot licensed to a licensed menufaeturer, the purchaser
must in that case also be furnished with such an invoice. owever,
when & licensed manufacturer or wholesaler sells to s retailer or
consumer, the tax need not be shown as a separate item.

Refunds may be granted in the following cases, among others:
{a} When goods imported by & licensed manufacturer are further
manufactured; (5) when partly manufactured goods are sold by u
Jicormed manufacturer or who , jobbar, or other dealer to a
licensed manufacturer; (c} when partly manufactured goods are soid
ll}y 8 wheleaaler, tj}:)bber, or other de t0 & lieensod manufaeturer,
if the cansent of the unlicensed vendor is obtained ; (d) when a manu.
facturer becomes licensed, in respect of the tax paid on any partly
manufactured goods on hand, if such goods are subsequently used in
the manufacture of taxmeble articles manufactured and sold; and (e)
when a wholesaler becomes licensed, in respect of the tax paid on
any goods on hand, when such goods are sold.

Returns of the tax must be made monthly, under cath, and in case
of any controversy over questions. of law or fact, the minister’s
determination is, in most cases, final and conclusive.

The operation of the Canadian sales tax may be shown by using
as illustration a lead pencil. The manufacturer of the pencil, it may
he assumed, will be licensed, and if he purchases part of his raw
materialy, including the lead and mbber erasers, from licensed man-
ufacturers or producers, or from licensed wholesalers, the sale to him
of these articles will not be taxed, because they are to be uased in the
manufacture of a taxable product, '

If tbe wood, on the other hand, be purchased from a nonlicensed
dealer, that sale would not be taxed separately, but the cost of the
wood to the pencil maker would include, as a separate item, the tax
paid on the sale of the same wood by the producer thereof to the
dealer, This tax can be recovered by the pencil menufacturer, with
the consent of the dealer, upon proper claim being made to the
Government. The invoice rendered by the dealer also would have
listed the tex on the prior sale as a separate item.

As a result of the licensing system, the licensed manufacturer is
enabled to purchase all of his materials tax frec. It will be recalled
that all manufacturers must be licensed under the present law, with
the exception of the small maonufacturers seling exclusively at retail
who are exempted by order of the minister. The latter, of course,
can not make tax-free purchases of materials as can the licensed
manufacturers, and their advantage is offset to this extent.

When the finished pencil is sold by the manufacturer to the whole-
saler, that sale is toxed. The tax is based on the manufacturer’s sell-
ing price, and is paid by him, but the invoice which he renders to the
wholesaler must show the tax as a separate item. When the whole-
saler sells to the retailer, there is no separate tax on thet sele, although
the wholesaler probably will include in his price the tax passed on to
him by the menufacturer. The invoice rendered to the retailer need
not show the tax separately, and it simply becomes an element in the
cost of the goods, The retailer will fix the price of the pencil
accordingly,

The tax is thus imposed on only one sale—that of the finished article
by the manufacturer—but while levied only once, it may be shifted
from one vendee to another until it rests upon the consumer.
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If, in the above illustration, the pencil manufacturer had sold the
finished pencil to a licensed manufacturer of drawing setas, for exa.m%le,
and the Il)a.t.l;«':\r intended to use the pencil in meking up the set, that
sale would not have been taxed since the pencil was not heing sold for
consumption hut for the purpose of being sesemhled with other articles
constituting a taxahle unit. The pencil thus eventusally would be
taxed, butb the tax would be imposed on the sale of the drawing set,
of which tbe pencil would be a constituent part.

In the case of an imported article the tax is levied upon the duty.
peid value. Thus, if & gross of pencils were imported from Germeny,
costing $2, apd there happened to be a 20 per cent customs duty on
pencils, the tax would he levied upon the lpanded cost of the pencils
plus the duty, or, in other words, upon a base of $2.40. Licensees,
of course, may make tax-free importations for the same purposes for
whicb they meke tax-free domestic purcheses.

ADMINISTRATION

The administration of the Canadian sales tax comes directly under
the excise tax section of the excise division, Department of National
Revenue. Collection of the tax, however, is made by the collectors
of customs, both for domestic sales and importationa.

‘While the collectors of customs and their agenta have, on the whole,
been able to carry on this work without suhstantial increase in per-
sonnel, some additional help was necessary in the larger cities. The
principal incresse, however, was in the addition of ahout 100 field
auditors, who make pariocfic examinations of the books of manu-
facturers, No statistics are available as to the cost of cellection of
the sales tax, hut it has been stated by one of the Canadian revenue
officials that it bas at no time exceeded 5 per cent.

Most of the decisions of the administrative officials are either by law
orin practice final, and the success of the law is due, in a large measure,
to the consequent absence of litigation. Appeal is given in some
cases, hut advantage is rarely taken of the privilege. It has heen
stated that there have not heen 50 cases before the Canadian courts in
the last four or five years under this law,

FEveryona subjsct to license must pay annusl fee of $2 and, as hefore
stated, every licensee is entitled to purchase or import free of tax any

oods or articles to be used m the manufacture of other articles sub-
ect to the tax. In purchesing or importing such articles, the manu-
}acturer merely quotes his license numher and certifies on the order
that the goods are to be used in, wrought Into, or attached to taxable
ods for sale. A lcensed wholesaler purchasing or importing goods
or resale is likewise exempt from the tax on such transactions, pro-
vided he makes a similar declaration. Goods to be used in the manu-
facture of articles not subject to the sales tax may not be purchased
or imported tax free.

Returns under oath are made monthly by each licensee, showing the
taxable sales for the preceding month, if any, and the tax payable
thereon. In the case of returna by licensed wholesalers, both taxable
and nontaxable sales must be shown. For failure to file the retum
when due, a penalty of not to exceed $25 is mposed, while for default
in payment there is a penalty of two-thirds of 1 per cent per month
of the amount in arrears. Any person neglecting or refusing to pay
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the tax is liable, on summary conviction, to a penalty of not less than
$50 and not more than $1,000. The same penalty is imposed for
contravening any requirement of the act or of the regulations of the
Ininister.

When a claim for refund or deduction is filed by & licensed menu-
facturer or producer in respect of goods purchased in Canada, it must
be accompanied by (1) the written consent of the wholesaler, jobber,
or other (f:aaler; {2) & certified copy of the invoice showing the tax as
a separate item; and {3) a certificate that the goods are to be used in,
wrought into, or attached to articles for sale which are subject to the
tax, Claims by wholesalers must be accompanied by (1) the invoice,
with the tax shown as a separate item; (2) a certified copy of the pur-
chase order bearing the certificate of the licensed manufacturer as to
use, and the number of his license; and {3} proof of the delivery of
the goods, Claims in respect of goods imported must be accompanied
by a certified copy of the customs invoice and a certificate of use.

Each licensee is required to keep adequate books or accounts in
English or French showing the details of all transactions, and these

- books must be kept open to inspection by authorized agents of the
Government at all reasonable hours.

PRODUCTIVITY

That the Canadian sales tax has been productive of revenue can
not be denied. It was inaugurated af a time when revenues from
then existing sources, such as the income tax, the business-profits
tax, etc., were falling off and the expenses of the Government, on the
other hand, were on the increase. The sales tax was considered as
having certain advantages over the income tax because it insured
revenue in good times or bad, sinece purchases always have to be
made. The tax, in short, was a levy on buying power, which, though
at times greatly diminished, is always present 1o a certain degres.

In the first 10 months of its operation, with a rate of 1 per cent on
wholesale sales, the sales tax produced $38,000,000, which was 10
per cent of the total revenue from taxation for that year. With a
24 per cent, rate in effect nearly all of the fiscal year ending March
31, 1923, the tax produced over $91,000,000, or 27 per cent of the
total tax revenue. This was over $20,000,000 more than was realized
from the income tax in that year and over $35,000,000 more than
was derived from excise taxes.

The highest yield during the operation of the tax was during the
fiscal year 1924, when over $100,000,000 wes collected, or nearly 30
per cent of the total revenue from taxation. In that yesr Canada had
a little more than 22,000 manufacturing plants, the gross value of
whose products was about $2,700,000,000, and & population of about
9,000,000. (The gross value of manufactures in the United States in
1924 was over §60,000,000,000.} Itshould probably bestated that dur-
ing the first nine months of the fiscal year 1924 the Canedian sales
tax was at the rate of 2% per cent on wholesale sales, while during the
last three months the rate was 6 per cent on manufacturers’ sales.

P As the rates were reduced during the years 1924 to 1931, the yield
from the sales tax graduslly dropped off, slthough for the fiscal year
1931, with & rate of 1 per cent in effect during 11 months of the yesr,
there was a yield of over $20,000,000, With a rate of 3 per cent for
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most of the fiscal year 1929, over $63,000,000 was realized, while in
the fiscal year 1980, with & 2 per cent rate in operation most of the
time, $44,000,000 was pro-duwg.

Meaking a rough approximation, it may be said generally that at the
lower rates about $20,000,000 is realized for each 1 per cant of the tax.
The receipts for 1632, however, will not come up to that figure, due to
conditions which are well known.

The following table shows the receipts from the sales tax since 1820,
together with the general rates in effect during the respective years:

Flaral )‘wsgnd.l.ns (enernl rats Application Callections
I per cant (100 months) ... . _..... 95, 128, i)
.| 1 per ceni (214 monthe); 134 per et 81, 518, 751
034 months).
1)? per cent {2 menths); 2% per aemt 91, 22, 255
2}(10 momt S()D ths) &
per cont (P months), ..o .- emmm———
WA e {ﬁ per oent (3monthey. ... __ Manufacturars” sales. ... Pm.m.m
W 6 per cent (3% mnnth) 5 ‘per eont (F13g |, C L. TR, 84, Y07, 370
months)
we. .. . . L3 22 o SN [+ [ T, T4, 025, 094
1] 5 per c&lln) (1034 months}; 4 per cowt (F4§ 1. do. B%, 505, 670
]
11 R, 4 per Mﬂ)(lﬂ}ﬁ months); 3 per cond (134 |- [+ L R | 72 100, 244
mont|
W2 . .3 per ;:gut {11 months}; 2 per eont (1 ... [+ L P &, 648, 672
mon
Wl b v ) 1| RSN SRPRRI SO '+ L SRR 4, A5, 701
12 R 2 per tr:!t:rlt {1 month); 1 per cent (11 (... 0 T, 0, TH), H3
inon’
1982 e eeee 1 per cent (2 months); 4 per cent {10 .___. [ . 1 [0}
months).
[ W B 1oL AN 11 7 RN P [ T R

! Collactions not avallable, For first oloe months, receipls wers $29,108,037,

The sales tax receipts from domestic sales compared with those
from importations have, since 1924, run e little more than 3 to 1,
while prior to that time they were a fraction less then that proporhon.

For 8 comparison of sales-tax receipts with the receipts from incorne
and excise taxes, and customs duties, the following table is of interest:

Canadian taz receipts

Salectad sources P,
1 ding | Total from o?rs;.f;t
Fisen] year an Bales tax
ar. all sources Customa Eixclse Income tl?;t:lo
dutls tayes tax

308, 770, 408 | $1609,280, 804 | B9T, 118,367 [ 48, 381,824 | 838 128,083 10

315,929,013 | 104, 685, 643 368, 788,207 78, 854, 355 61, 518, 7561 19

BQS, 453, 341 11B, 088, 468 a5, 781, 007 59,711, B33 g1, -] ”

341,718,807 | 121,500, TE9 38,181, 47 5, 2., 100, 850, 078 -]

), 914, 518 108, 144, E71 38, 008, 428 88, 248 (43 y il

27, 575,013 | 127, 358, 1+ 023, 549 &5 571,062 74, 025, 083 n

, 5 141, 068, 478 4B, 513, 160 47,388, B2, 305, 670 =

364, T4, 803 | 154, 18 57, 400, 598 4. 571, U7 T2, 100, 244 19

a5, 921,028 | 187, 208, 12 63, 484, G54 Af, 422, 3T1 B3, 840, 672 14

IR, 551,628 | 170, 40,90 48, 035, T01 &0, a0, 726 44, B35, 701 1

In order to give a complete picture of Canada’s taxation system,
there is insected at this point a table showing the various taxes
imposed, and the receipts therefrom, for the fiscal year 1830.
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Sources of Canadian tax receipts (fiecal year ending March 31, 1930}

CUB OIS . o e aan 8179, 429, 920
Excisea (spirits, tobacco, ete.) - ______________. 65, 035, 701
War-tax revenue:
Banke .. 31, 408, 420
Insurance companies. _ . ... ..o oaooaiaaaa- 74, 416
Buainess profita. . o .o nn o 173, 300
Income fax_ .. ________________________. 89, 020, 726
Customs and excises—
Licenses_ _ . __ ... 44, 530
Stampa. oL 5, 569, 844
Matches. ... o I, 794, 556
Automobiles .. ________ . ____._____._ 742, 471
Playingecards__ . _ . _ ... ..o-__ 291, 184
(72 - RS 320, 217
Wines____ . il 299, 466
Ale, beer, porter. . iooooo-- 7,475,125
Trapsportation_ .. ___________________ 860, 172
Embossed cheeka_ . ___.__ .. ........... 3,973
Departmental __ _______ . ... .___. 186, 240
Penalties and ioterest_ ___________._._____ 189, 452
Sales, domestic. oo .ol 34, 936, 376
Sales, importations. .. _ .. ____._._._.. 9, 822, 325
Excise on imports__ . _________________ 1, 748, 885
—————1 134, 088, )05
Total from all sources_ _ .. ... . ... 378, b51, 628

PRINCIFAL ARGUMENTB FOR AND AGAINST THE CANADIAN SALES TAX
ABGUMBNTE IN FPAYOR

The principal arguments that have been advenced by the propo-
nents of the Timited msanufacturers’ sales tax include the following:

1. It produces substantial revenue.

2. The cost of collection is low.

3. It is easy to administer,

4. It has & broad base, permitting all citizens to contribute in some
measure to the support of the Government. The income tax, on
the other hand, touches only a very small group of the whole body
of citizens.

5. It is & painless tax, since it is not imposcd directly upon the
consumer but instead is levied on manufacturers’ sales, and if it is
passed on it does not appear in the retail price as a separate item.

6. As & tax on buying power, which is always present to a certain
degree, it is & good revenue producer in bad times as well as good
times,

7. It is paid when the taxpayer has money to spend.

8. As the rich buy more than the poor, and pay more for what they
buy, they will contribute more tax.

9. The rate is low and uniform, and most necessities are exempt.

10. Pyramiding is eliminated, so that the tax is paid but once on
the sale of any given article,

11. The tax will not affect business any more adversely than
some other form of taxation.

t Adjusted [gr refunds, ete., of $744,453,
153011—33 22
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ARGUNENTE AGAINST

Among the arguments advanced by the opponents of the Canadian
sales tax the following prohably are the most cutstanding:

1. It is a tax on consumption, and to the extent that it is shifted
to the consumer it increases the cost of living.

2. When borne by the seller the tax disecriminates unfairly in favor
of businesses with small total sales end high profits and against those
with large fotal sales and small profits, and is, in effect, a tex on gross
income under such circumstances.

3. When borne by the retailer, it Imposes the sole burden on him,
thus discriminating in favor of manufacturers and wholesalers.

4. When shifted to the consumer, it is a gross violation of the prin-
ciple of ability to pay.

5. As between taxpeyers with equal incomes, the sales tax falls
most heavily on those with the greater number of dependents.

6. Although the rich man consumes more than the poor man, and
buys more expensive goods, the larger tax that he paysis not in pro-
portion to his wealth.

7. The sales fax is an income tex in reverse, since it is levied on
outgo instead ofincome.

8. The tax being an element of wholesale cost, the profit of the
retailer includes a profit on the tax. Thus the tax takes more dollars
out of the pockets of the consumer than it puts into the hands of the
Government.

9. Being an eesy revenue producer, it is likely to be conducive to
govemmental extravagance.

10. Administration of the tax is not as simple as is supposed, espe-
clally where there are many exemptions.

O
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