
THK COST OK TAXATION

STUDY OF THK I'lUNCirLlOS.

The llrst step, however, lownnls ii cor-
rect system of liixiilioii Is (he study of the
priiieiples on which it depends.
Adiini Sinilli \v:is one of llie tlrst to iil-

tenipt to fornniliite the t nit lis upon which
ti tax system should he huscd. Ills canons
of laxaiion were in sultslanc*; convenience,
economy, cerlainty and eiin.-ilily, and these
I lielie\e have lieeii ;ienei-aily coneiirred In

hy Fawc«'ll aiid snliseciuent writers, while
their practical application has Itecn no less
Ki'uerally ne;:lecied.

'Paves, therefore, would seem to lie },'ood

or had. Ill so far as tliey operate for or
nualiist the following iiriiiciides:

(1) (Jofid when they hear as ll;;litly as
|)()ssll)le niioii production, so as to olTer the
least discouragement to the growth of the
general fund from which they must lie paid
and t lie coiiimmiity supportiMl.
Had when they unnecessarily hinder the

Increase of wealth and comfort anioiij; the
people as a \\ hole.

C-) <!ood when they can he easily and
cheaply assessed and collected.

Ihul when tiiey ojierate to cause the real
taxpayer to pay in excess of what they sic-

luaily yield tlie ;;()\ eriiuieiit.

(.'{) tJood when they are certain nn . af-

ford h'ast opportunity for evasion on tlie

part (,f those Intended to hear tlii' sneii-
lice.

Had when tlie.v can he (easily avoided hy
fraud or falselicod, and tend to increase
)iroporlioiiately the hurdeii of the honest
and trnhful. or by addiiij; to prices shift

the hiird'ii on others.
(4) Goo(' when they bear equally and

put no citizen at a dlsadvanta>;e as com-
pared with his fellows.
Had w liei; their tendency is to take from

the poverty of the poor and to add to the
wealth of the rich, or when they oppress
most heavily upon those who derive least
benefit from the j^overnmeiil : and also ihe.v

are bad as they tempt one class to seek
!iii increase of t.ixcs to be imposed upon
another class.

CJovernment taxaiiou assumes two main
forms: 1, din^ct. and 11, Indirect.

It exists by two necessar.v acts: 1. the as-

sessment of values, and 2. the collection of
wealth.

Is mainly KuhbMl by two principles: 1.

taxation accordiii>r to beneCts; 2. taxation
aecordin;; to ability to pa.v, and Is levied
ostensibly for two pui'iioses: 1, to provide
a revenue for tlie reiinirements of frovern-
inent : 2. to iiroteet wav:e-earners.
We are I'onsideriiiK the projier me! hod of

raising necessar.v revenue; of the various
forms in ojieration that will be deem.'d
best, which most nccorils with what has
lioen laid down as jrood in the jirlneiples

Just enunciated.

r.KNKUAL INCOME TAX.

The first impression of most people jiro-

balily favors a K<'n('ral iin-ome tax: a tax
from im-omes from earniuu's as well as
from invest iiients, and it mav be cited in
favor of this that it is in the nature of a
direct tax. And (liat if levied exclusively
at the sources of Income It may with rea-
sonable certainty be made to reach all

reiilH, dlvldeuds, corporate payments of In-

terests, and perhaps interest upon niort-

piues; some incomes from Invested wealth
can then be reached, but not all of them.
.lohn Stuart Mill says of the Income tax,

"that the fairness wliii h belongs to it In

principle cannot be made to attach to it

ill practice, and tliat it has such ob.jecllons
ill practice tliat it slionld be reserved only
for special <'nier;:eiicies."

<leriiiaiiy has loii>,' levied an Income tax,
and Prof. Coldwin Smith is ipioted as say-
ing that "there Is no complaint In regard
to it," and tin- same authority says: "In
France the attemiit to Introduce It utter-
ly failed." And just lieie It may be noted
that (iermany has an enormous and alnioHl
jicrfect military orKanizallon, which in the
absence of foreit;ii wars is an excellent
factor III suppresslnji complaints.

In Filmland the Income tax Is the largest
of the Internal taxes, and yields a larK«'

revenue, yet the organized opposition to H
is strong and active, and at the very lime
of Its Introduction It was istl;;niatized by
Sir !{(djert Feel as obnoxious and Impilsi-
toriai, and a tax which should be reserved
for war.

TWO on.TixrnoNS.

The Income tax Is open to at least two
ob,jections :

First, that it is extremely dllTlcult to
collect fairly, and the manner in which It

is repirded and where possible evad(>d is

best evidence of this, and Is exemplitied in

various citations wliicli have appeared In
our own dally papers. That such a system
as this works an iii.justicc, puts a pre-
mium upon dece|)tlon. and jirompts nn
otherwise honorable man to stultlf.v him
self by avoldini; his Just share, must i)<

apparent.
That the system operates to work this

injustice Is also apparent from the fact
that wliile the ;issessiiiciit of the tinanclal
and iirofession.'il classes is l.-irjidy depend-
ent upon their lionor. or lack of honor,
that of the clerk or mechanic can usually
be obtained by application to his emjiloyer.
Secondly: Even where the income tax

is a graduated tax It has not that fairness
which would aiii)ear on its face.
It would not be iiossible where the me-

thod of collection was by levying on In-

comes at their source, and as a conse-
(pieiice the number of instances would be
greatly increased in which the assessor
vvoiild lia\(> to rely upon tli(> word of the
taxpayer, and incentive to evasion would
thercfoi(> also increase.
The Income tax also usually carries with

it an exeitiption up to a certain amount
and It then comes under the head of taxa-
tion accordiiiir to superior ability to )iay.

;uid operates as a fine upon industr.v,

thrift and frnuaiity: it is taxinjr the actu-
ally and nomliiallv rich for the benefit of
the actually and nominally poor, and
has no firmer foundation in equity than
has a tax which o|ierates in favor of the
rich and to the detriment of the poor.

Thirdly : I think It can be shown that
the income tax if paid at all Is paid out of
the savliifTs. and herein tends to undo tlie

verv work we are ostensibly trylmr to do
throuirh (li(> institution and encouragement
of our savlnps bank system.
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