
Are We to Have Federal Income
CANADA Has Not Adopied il Ye -Finance Min iser Wkze's

Objections-Me-its and Disadvantages A nalysed-Is an Income
Tax Certain to bc Evaded2-Britisk and United St ates Systems.

NL ~IKE the majority of nations, we have hthertoJmade flot the slightest endeavor wo use this great
'~engine of taxation (the income tax). So long as

revenue could be raised in abundance by customs
and excise taxes, ministers of finance, the first maxim of
whose profession was long ago stated to bc lu secure as
rnany feathers with as little squawking as possible, have
naturally declined to favor it. Muere considerations of
justice were flot enough. But nuw necessity adds Îts
weight to justice. For the first fine in our fiscal history
the minister of finance found it advisable this year tO
devote a part of his budget speech to a serions discussion
of the income tax. True, he urged strong objections
against ils adoption, but tbe important point was that it
bad to be faced at last. Like a politician, a proposedl
reformi would rather be attaeked than forgotten."

'[bus writes Professor O. D. Skelton, of Queen's
University, Kingston, Ontario, in a bulletin of the uni-
versity on -Federal Finance." On the subject of incorne
tax, he continues:

The detailed form sueh a tax should take is a malter
for careful discussion. Possibly a lax on ail incomes
over $1,200, with an exemption of $1,200 on ail incornes
Up te, $b,ooo,' and with addiîonal exemption in the
case of rnarried men and for eaeb child, would be
advisable.

What, bricfiy, are the merits of an incorne tax? Per-
haps most im-portant is the faut that il is on the whole the
fairest test of ability to pay. Expenditure is not a fair
test of that ability. Under a systen of taxation wbicb
takes expenditure as the ba',is, the poor man, as has been
said above, is eompelled to pay more heavily than the
ricb. His expenditure swallows op practically aIl bis
incomne, while the nîîllionaire, even witb lavish personal
and household outlay, usually spends> only a minor frac-
tion of bis income. Again, given two men witb the saine
income, one witb a large family to support and anotber
witb no one but bimself te, spend for, a system of taxation
according to expenditure, sucb as we now have in thc
Dominion, piles up the greater tax on the back of the
man who already bas the greater burden. A straigbî in-
corne tax of the older type wnuld lax hoth the same; an
improved income tax, as modified by recent developments,
notably in tbe United 'Kingdom and the United States,
would take the size of family into account in determining
tbe amount of exemption allowed, and tbus equalize tbe
burdens fairly.

TFax ?

Nor is property an entirely adequate test. In the
long run the value of property used for production must
correspond to its yiuld, must equal bbec apitalized value
of ils possible income. But taxes are paîd in the short
run. Here are two railroads wbicb bave cost the same
arnounit to build: one runs tbrough fertile, well setîled
terriîory, and bas a large surplus; the other runs for
hundreds of miles through wilderness. Sbould both pay
the samne tax 'One manufacturer is just trying to build
up a mnarket: anothur, witlb plant of equal value, bas a
mnarket and profit secured; une farm-er bas a good year,
another, a bad one-and yet the property tax falîs alike
on one and the other. A property tax exempts meni in
bigb salaried positions, as cornpared with men drawing
the same income from a factory. ît is truc the salarîed
man sbould be baxed lighter, since bis income ends with
deatb, wbilc tbe man with properly can hand down bis
principal to bis beirs: on this aceounit il is fair lu include
botb property and income taxes in the fiscal systeni, or
to discrirninate between "earncd" and '"unearned" in-
cornes, as bas been donc in Britain of late ycars. Again,
one mani owns a store withoul incumbrance; anoîher bas
a mortgage on his to two-tbirds its value. Should both
be taxed the sanie? Or can ail the countless formis* wbich,
property takes b)c reacbed adequately by such a tax?

Ticorne is flot a sole and perfect test of ability to
pay, but il is more adequate than any other single test.
Taxes on propcrty, taxes on expenditure will and sbould
long remain as part of our fiscal systeni, but to redress
tbe balance soniewbat a tax on incmc should also he
included.

Thec other cbief menit of an incorne tax is one wbich
ià bas in common witb alI direct taxes-the menit of being
felt. So long as we pay on taxes xitbout knowing it,
so long will extravagance be at a prernium. An income
tax would not entirely stop our taxes g<>ing up but at Icast
il would impose some drag on the aeroplane-if an acro-
plane is a correct simule for taxes, secing tbat acroplanes
usually corne down some lime or other.

' Tbat is, the man witb $î,3oo a year. and entitled to nc
other exemption, would pay the stated rate On $1o0; tbe mail
witb $3,rSo, on %t,goo.

'"In'dealing witb taxation measures, we have bo deal
witb classes. Wc cannot single out for special taxation a
wealtbv corporation or individual, and pass over Ibose less
wealthv of tbe saine class."-lon. W. T. Wbite, Hansard,
March i8th, 1915-True, and an admirable argument for an
income tax.
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