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| A Tax on Individual Expenditures

By H. M. P. ECKARDT.

Prom time to time experts here have suggested
that a tax on the expenditures of the people would
mive Dbetter results all round than taxation of in-
comes ag usually applied. A news despatch of a few
diys ago refers to the tax on expenditures instituted
by the French Government -5 per cent on neces-
saries and 10 per cent on luxurfes or non-essentials.
Apparently the merchants, dealers, ete., are to col-
It the tax, adding it to the bill of roods as sales

are made, and acconnting to the Treasury for the

pereentages added to o their selling prices. Under
stch oo syetem of taxation it wonld he necessary for
the Government to keep wateh sharply on the business
denlin and circum=tapee of the parties engaged
in trade IHowould  requare to puard  against the
factics of dihonest merchants who wonld be disposed
to retain for themselves o part of the extra price
collected from customers: and also there would be
the risk of lo in connection with taxes colleeted
by weak or struggling tradesmen An elaborate ma-

chinery would perhaps he necessary to guard against

sieh losses The merchants wonld be obliged to
ke poarecord, on cpecial terms, of all sales of goods
cibicet to tax, and doubtless a forece of inspectors

would he required to check up the figures gubmitted.
And it would not bhe advisable for the merchants to
retain (he Government funds for any length of time

it micht he necessary to require them, fn many
cuses, to o in the tax money daily. IFor example,
nreovn o micht bhe made for the merchant to
a LR ] coeh dav to eredit of the Govern-
m 1 at the ban' ine office where his account is car-
riedd 11 (: cornment making suitable arrangements

to r i aburse the hanks for the work involved.
OFf conrse. the av race family expends a consider-
" f v every year on items other
f & ok iy igo, e The outlay of a wealthy
W and salaries would amount to a

! ! m. and this dewbtless should be

v Y1 e ohiections ry:thw\lho rec

coliect the tax and accour
! y it would he hetter

the cinplovers file sations at the end each
car oseltine out the amounts paid in wages and in
it not otherwise taxed So far as rents are con-
eor ' there wontd be no difficulty in having the
Lindlords colls et the tax, just as the grocer and the
buteher col oot the tax on expenditures for pro-

vistons. It is a feature of the income tax as ap-
plicd in the United Kingdom and the United States,
that the rate rises sharply as the individuals income
increnses, the idea or intention heing to tax the
peaple o much larger proportion of thelr

wentthy

incornes The same principle could be applied to
fasation  of  expenditures. Thus rentals up to a
cortain amount  miszht he exempted, and a small
rale of taxntion applied to small rentals with a
Fising ridte for the larger ones The item of wages
cauld bhe o treated similarly the larger the amount
expended inothis way the heavier the tax rate. This
wonld he the rale revarding wages for domestie ser-
virnts, chaultenrs, and personal attendants it would
Gl tonsdy regquire to he maodified in conneetion with
(T S EAL and salinies paid by bhusiness establish-

and special outlays of the

tent Thus the luxuries
rich would e abject to taxes ad the highest rate;
wlhitle on the other hand aoman with a large in-
come  who lived simply would not be so heavily
e ted,

It 1= one of the strong arcuments in favor of a

(axation system like that just outlined, thiy it works

powerfully  to anduace the people to save and ac-

cumulate capital it would not penalize (he man
with brains and energy, who by skilful management
of productive enterprises greatly increases his an-
il ncome The income tax, as applied in the

United  States, has a tendency to drive capitalists
into what might be called moribund gilt-cdged se-
curities, such  as  tax-exempt government  bonds.
M:iny of these men are highly qualified to make good
use  of their. capital tn connection with industrial
and mereantile enterprises, and it is in the bhest in-
terest of the country to have them employ their
money in that way. 1t must be reckoned a public
calamity if any large number of capable wealthy in-
vestors should be forced to cease exercising their
rood judgment in regard to investments in industrials,
ete., in order to obtain the tax-exemption incidental
to certain government bonds.  No one doubts the
wisdom and propricty of taxing the wealthy in pro-
portion to their wealth-——they should pay and most
of them are quite willing to pay taxes at a much

higher rate than men with moderate incomes are re-

quired to pay; but there is danger in going to ex-
tremes. The other day, a leading Toronto paper
published a letter from an extremist, who in dis-
cussing the conscription of wealth, advocated that
41l incomes in excess of $10,000 per year be confiscat-
ed in toto—his theory being that, as no man needed
more than that annual income to provide for himseif
and family, the state should take the remainder.
Of course, there is no likelihood that such a ridiculous
proposal will be adopted, but it is necessary to re-
member that in democratic countrieg during a ';,r-reat
crisis sueh as is now in evidence, there i8 tremendous
pressure in the direction of going to extremes in
this matter of taxing wealth and industry. In many
cases the people who ardently press for the adop-
tion of radical programines of taxation have no con-
ception whatever of the economic effects that would
be produced by the schemes they propose.

That is one reason why it seems regrettable that
the great democratic nations of the world have com-
mitted themselves so definitely to the income tax
as a means of raising the huge sums required for fi-
nancing the war. If the general custom was to rely
to some extent on taxation of expenditures, the ex-
tremists who wish to get after the rich might be
given considerable latitude without so much danger
of injury to the national economic position. If they
wished to soak the rich man buying a $10,000 motor
car for a thousand or two in taxes on his purchase,
nobody would object very much and business would
not be injured. The rich man need not pay the tax
if he denied himself the pleasure of buying the car.
In the same way they might pile on the taxes in
connection with the purchase by the rich of other

Juxuries. The buying of a costly painting could be
made to contribute a considerable sum to the na-

tional exchequer—the same with purchases of high-
priced rugs, china, gold and silver ware. No doubt,
it would be desired to collect, if possible, a percermtige
on the millionatre’s outlay when he takes his family

for a trip abroad. This outlay, too, would be up
in the “thousands”; and 10, 15, or 20 per cent on it
would yield a respectable sum. It might be ar-
ranged to have the citizen include such outlay as this

in hig annual declaration of expenditure.

The beauty of a taxation scheme like this is that
each man has a considerable say in the matter of
taxation payable by him. If he Kkeeps hls expenses
down, cutting out the items listed as luxurious or non-
essentials, his taxes are low; and if he indulges free-
ly and sets his standard of living on 2 high scale,
his contribution to the national exchequer corre-
spondingly increases. This would, of course, have
a powerful effect in imbuing the people with thrifty
and economical ideas, and the spread of such ideas
would greatly strengthen the national character and
the national finances. Non-producing spendthrifts
would be separated from their belongings more
quickly than under the present conditions. There
would, undoubtedly, be some unpleasing developments,
We might see examples of millionaires living in
cheap lodgings and subsisting on fifteen cent lunches
for the sake of avoiding their due share Qf taxa-
tion. It is, perhaps, not to be expected that Can-
ada’s new financial programme will include general
taxation of expenditures in lieu of income taxes;
but, all the same, the Government might with ad-
give consideration to some of the points
in favor of a tax on expenditures. It

vantage
usually urged
may be possible to so frame the income tax as to

produce certain results similar to those which would

follow taxation of expenses.

The inquiry being conducted into the cost of pro-
duction and selling price of newsprint paper in this
country by Mr, R. A. Pringle, recently appointed by
the Federal Government for this purpose, has pro-
duced a mass of Interesting figures that must surely
lend to some definite conclusion before long. The
investigation was brought about by the insistent de-
mand of Canadian publishers in face of advancing
prices of newsprint. Commissioner Pringle, sometime
ago, partially granted the publishers’ demands by
compelling the paper mills to sell their paper in
Canada at 2% cents, a pound in rolls, f.o.b., the mill.
Since March 1st last this price has been in force.
The investigation has bheen continued in an effort
to justify this action, and if possible to obtain a still
lower price for the publishing trade. A similar in-
vestigation has beeh going on in the United States,
and while the American government has no juris-
diction over (‘anadian paper concerns, the American
market ahsorbs over 80 per cent of the Canadian
production of newsprint, and the investigation there
has been of vital interest. In fact, much of the data
obtained by Commissioner Pringle and by the United

Srates Kederal Trade Commission are of mutual in-

terest and value,

A resume of the findings of the Federal Trade
Commission was recently published, and given pub-
licity here through the Canadiad Press Association.
This commission investigated the cost of production
in Canadian mills for the first half of 1916, and of
United States mills for the entire year,

COST OF PRODUCING NEWSPRINT.

The report shows that the average cost of news-
print paper during the first six months of 1916 in ten
(anadian mills, producing about 75 per cent of the
total Canadian production, was $27.43 per ton. The
cost in one mill is given as $25.68 per ton. There
s no report as to the increase in cost during the
gecond half of 1916, but it is stated that returns
for that period from the principal mills of the United
Statyrs show an average increase of $1.50 per ton over
the cost for the first half of 1916. If the increase
in cost during the second half of 1916 was the same
in Canadian mills as in the mills of the United States,
the average cost in Canadian mills during that period,
according to the Federal Trade Commission’s figures,
was $28.93 a ton. The prices asked by the Canadian

The Newsprnt Inquiry

er Manufacturers Produce Figures Showing Greatly Increased Costs,

.. .

manufacturers commencing January 1, 1917, were $60
a ton for roll news, and around $75 a ton for sheet
news.

SULPHITE AND GROUNDWOOD.

The average cost of sulphite in eight Canadian
mills during the first six months of 1916 is given as
$24.85 per ton. It is stated that returns from six-
teen mills in the United States for the second half
of $1.76 per ton as compared with the figures for the
per ton. The arbitrary figure for sulphite used by
many of the Canadian manufacturers in their returns
to Commissioner Pringle for 1916, was $50 a ton.

The Commission found that $10.54 per ton was the
average cost of ground wood during the first six
months of 1916 in ten Canadian mills. Cost data se-
cured from 35 mills in the Unlted States, covering
all of a portion of the second six months of 1916,
showed an average increase in cost of ground wood
of $1.06 per ton as compared with the figures for the
first six months of that year. Many of the Canadian
manufacturers in their returns to Commissioner
Pringle put in ground wood at the arbitrary figure of

25 per ton.

The report states that the average profit during
the first six months of 1916 of ten Canadian mills,
producing about 75 per cent of the total Canadian
production, was $9.54 per ton, or 25% per cent on
the net sales. This was on a net selling price during
that period of $37.96 per ton.

THE CANADIAN INQUIRY.

A week’ or so ago the publishers withdrew from
participating in the inquiry because of Commission-
er P’ringle’s refusal to allow their counsel to probe
into the affairs of the Canadian Export Paper Com-
pany, a Montreal concern representing five paper
manufacturing concerns solely in their export trade.
The mills have objected strenuously to the price of

214 cents set by the Commissioner, and have pro- ~

duced information to show that increased costs do
not permit of newsprint being sold at that figure
at the present time. The sittings held in Ottawa last
week were for the purpose of enabling the Commis-
gioner to determine the basis of cost of production
of newsprint. Principal attention was given to
groundwood and sulphite pulp, the two chief ine
gredients,
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