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has given so much publicity. If for “diversion™ any time he
should happen ta be present at “preaching” or “ Sunday
school,” I trust it may so happen that his especial atiention
may be directed to the divine command which he will find in
the twentieth chapter of Exodus—*“ Thou shalt not bear false
witness against thy neighbor.” [Applause.]

PLACING NAMES OF MANUFACTURERS ON MANUFACTURED ARTICLES,

Mr. CAMPBELL. Mr. Speaker, I ask unanimous consent for
a reprint of the bill (H. R. 16844) requiring manufacturers to
place their names on articles they manufacture. The print of
the bill has been exhausted, and there are yfmmy demands for
the bill, S i ‘

The SPEAKER. The gentleman from Kansas ssks unani-
mous consent for a reprint of the bill H. R, 16344,  Is there
objection ? - 2

There was no. objection.

2 '‘GOOD-ROADS CONVENTION.

Mr. SABATH. Mr. Speaker, I ask unanimous consent to
print in the REcorp a short article which pertains to the good-
roads convention.’

The SPEAKER. The gentleman from Iilinois asks onani-
mous consent to print in the Recorp a short article respecting
the good-roads convention. Is there objection?

There was no objection.

The article referred to is as follows:

OFFICIAL CALL FOR A WOMEN’'S STATE GOOD-BOADS CONVENTION AT THE
Ag IGM HOTEL APEBIL 3 AXD 4, 1912,

At the recent Illinols State pood-roads convention, on Idncoln's
birthday, it was unanimously resolved fto seek the ald of the women
of Illinois for the great movement for good roads and streets.

An Tllinois woman's roads convention is hereby called to meet
at the Auditorium Hotel on April 3 and 4 for the promotion of a more
geueral interest emong women in the good-roads movement.

The importance of fhis movement for good roads is being recognized
as never ore, and it is felt that when the women of the Btate edd
their influence to that of the press and clergy 8 victory will have been
won, greater anfl more far-reacbing in effect than any other within a
generation. For it 18 s matter of tremendous Import that in the
United States bad rozds are directly responsible for the loss of 'a
billion dollars a year, and the saving of this stupendous sum sarely
constitutes an economlie guestion of vast importance.

When the agrienltural production alone of the United States for the

11 years totals more than $70,000,000,000, a sum to stagger
the imagination, and it cost more to take this predoct from the
to the railway station than from such station to the American and
European markets, and when the saving in cost of moving this product
of agrienlture over good roads instead of bad would have bullt a
million miles of g roads, the incalenlable waste of bad roads in
this country Iz shewn fo be of such enormous proportions as to demand
immediate reformation and the wisest and t statesmanshbip.

Great as. is the loss to trapsportation, mercantlle, indastrial, and
farmipnz interests Incomparsbly greater the loss to women and
children. and social life, 8 matier as important as civilization itself,
and the truth of the declaration of Charles Sumner 50 years ago, that
“The two greatest forces for the advancement of clvilization are the
schoolmaster and good roads,’” is emphasized by the experience of the
intervening years and polnts fo the wiadom of a unlon of educatlonal
forces for aﬁresaive action for permanent roads and strests.

Women who are:inter are urged to be present from every town
and county in the State.

¢ THE ILLINCIS STATR Goob Roips ASSOCIATION.
ARTHUR C. JACKSON, President,
Dax NorMaN, Treasurer,
MavpeE E. JoXES, Secretary.

CONSTITUTION OF THE ILLINOIS STATE GOOD ROADS’ ASSOCIATION.

ApTicre 1. The name of this organization shall be the INinois State
Good Roads’ Assgelation.

AeT. 2. Tts objects shall be to secare good roads and streets in Tili-
nois, and cooperaie with the National Good Roads' Assoclation and the
National Roads' Congress in the promotion of the objects of those
organizations.

ART. 3. The officlal headquarters ghall be In Chicage, 1ll., and such
other places as the board of directors may determine.

ArT. 4, Only residents of Illinols who are members of the National
Good Roads' ciation or the Natlonal Good Reads’ Congress are
eligible for membership in this association, and all such are membérs by
virtne o& such membership without further fees, dues, or obligations of

any kin o
ART. 5. The association shall meet annualiy on the second -Wednes-
day of November at the offices of the assoclation i Chicago, IIL, for
the purpose of electing officers and for the transaction of any other
in the Inferest of the association. All classes of members—
honorary, life, or annnal—may vote upon all gquestions at all meetings

of the association, In person or by pmx{ and those present shall con-
stifute a guorum,. The %msh‘lent inay eall a)] meetings at any time
or place, and may appoint a viee president, secretary, treasurer, con-

sulting engincer, and organizer for each county of the State, with a
view of securlng a more extended and perfect organization of the asso-
cintion in all the connties of the Btate and to secure the afliation of
all possible organizations and interests, which appointments shall con-
tinue for the calendar year for which they are severslly appointed.
ART. 8. The elective officers of the association shall be & president,
two or more vice presidents, a secrefary, a treasurer, and one other from
each of the 102 zounfles of the State, who, with the foregoing, shall
constitute the board of directors. They shall be elected by the asso-
ciation at the annual meeting by ballot and shall hold their respective
offices for one year; or until their successors are duly elected and
qunlified. - All vacancies m# be filled by the board of directors. The
president, first and second vice presidents, secretary, and tressurer shall
constitute the executive committee. K
ART. 7. The board of directors and executive committee shall aggres-
sively promote the objects of the association by every means.in their
XLVIII— 22q
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power. The president shall preside at all meetings of the assoclation
the board of directors, and executive commitice, sign all certificates of
membership and all warrants for the disbursement of the funds of the
assoclation, name all committeses not otherwise provided for, and be
ex officio chairman of the game. The secretary and assistants shall
make and keep on flle at the offices of the associntion an accurate record
of all membersa, meetings, and transactions of the association. The
treasurer shall be the custodian of the funds of the association and
make disbursements only for aecounts properly vouchered and by war-
rants slgned by the president, and shall give bonds for the faithful
discharge of the duties of the ofiice in such amount as the board of
directors may dete: . A meeting of the beard of directers or execu-
tive committee may be called at any time by the president upon notice
to all members, and when not so called meetings of each shall be held,
when possible, on the first Tuesday of each month at the association
ofices. Those present shall constitute a quorum. The president, secre-
tary, and treasurer shall each sabmit written reporis to the association
asﬁits annual meeting, covering the tranmsactions of their respective
offices.

Ant. 8. These articles may be amended only at the annual meefing
herein g‘evided for the election of officers. 1f a proposed amendment
be published by the president and secretary in an official cail for the
annuzl meeting, a majority vote shall adopt, but any amendment not s2
published may only be adopted by a three-fourths vote. ;

ARTRACR_C. JACKsoN, President.
Muacpz E. Joxes, Secretary.

CrICAGO, ILL.,, March 14, 1922,
Hon. A. J. Sasars,

House of Represenistives, Waahfﬂglor-t, D .C.:

Please personally urge upon Speaker Cramx the importance of his
addressing women’s g roads’ convention April 3 or 4.
ApELA PAREER KENDALL,
Chairman Program Commiiiee,

THE EXCISE-TAX BILL. )

Mr. UNDERWOOD. Mr. Speaker, I move that the House re-
solve itself into the Committee of the Whole House on the state
of the Union for the consideration of the bill (H. R. 21214) to
extend the speecial excise tax now levied with respect to doing
business by corporations to persons, and fo provide revenue
for the Government by levying a special exeise tax with respect
to doing business by individuals and copartmerships. Pending
that motion, I desire to ascertain if I can reach some agree-
ment with the gentleman from New York [Mr. Pavyxg] with
reference to the time to be allowed for general debate and the

_consideration of the bill

My, PAYNE. Mr. Chairman, I will say to the gentleman
from Alabama that, so far as I know, gentlemen upon thiz side
desire between five and six hours of general debate.

Mr. UNDERWOOD. Would the gentleman be willing to de-
bate the bill to-day, and if we can get an agreement to transfer
the business in order on Monday to Thursday to continue gen-
eral debate on Monday, and at 4 o’clock Monday to take up the
bill for consideration under the five-minute rule?

Mr. MANN, I suggest that we fake it up on Tnesday.

Mr. UNDERWOOD. The reason I ask is that there are a
number of gentlemen who desire to leave the city on Tuesday,
and I would like to accommodate them If T can.

Mr., MANN. I soggest to the gentleman that Meonday will
probably be eelebrated quite extensively as St. Patrick’s day,
and & good many Members will be away on that day on that
account. =

Mr. UNDERWOOD. To-morrow, Sunday, is St. Patrick’s
day, but I suppose it will be celebrated on Monday.

Mr. MANN., Yes; and I think a number of gentlemen from
both sides of the House will be away on account of that cele-
bration.

My, UNDERWOOD. Then the zeptleman is not willing to
take it wp for consideration under the five-minute rule at 4
o'clock on Monday?

Mr. MANN. As a matter of convenience to Members I do
not think it would be well to do that.

Mr. UNDERWOOD. My request is that we close general
debate on Monday at 4 o'clock and then take it up for consid-
eration under the five-minute rule

Mr. PAYNE. Mr. Speaker, if in the meantime we can get in
10 hours of general debate, by meeting, say, at 11 o'clock on
Monday, if the gentleman is in a hurry to get a vote, perhaps
that would be satisfactory. Lef us say that we take five hours
and a half to-day, up until 8 o'cleck, and then take up the hill
at 11 o'clock on Monday, if he desires to close general debate
on Monday.

Mr. MANN. Mr. Speaker, there are a good many gentlemen
golng away on account of the celebration of St. Patriek's day
on Monday. They have made engagements to speak.

Mr. GNDERWOOD. Mr. Speaker, I would ask gentlemen on
the other side whether they desire to consider the bill under
the five-minute rule or will they be willing to offer a substitute
for the bill? .

AMr. MANN. I think gentlemen would wish to consider it un-
der the five-minute rule for a short time, probably.

AMr. PAYNE. Mr. Speaker, I will say to the gentleman from
Alabama that I am not anxious to consider the bill ander the
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five-minute rule, because it Is slmply a perfunctory matter of
offering amendments. Still, there may be some gentlemen who
are unable to speak in the time allotted for general debate who
would like to get in for a while under the five-minute rule. I
think some little time might be spent in that way in debate
under the fiveminafe rule

Mr. UNDERWOOD. Mr. Speaker, I will make this proposi-
tion t{o gentlemen: That business which is in order on Monday
be transferred to Thursday; that this bill shall be debated un-
der general debate {o-day and on Monday; and that on Tuesday
morning, Immediately after the reading of the Journal, it shall
be tanken up under the five-minute rule for amendments and be
debated for two hours, at the end of which time the committee
shall rise and report the bill to the House with amendwments, if
any, and that the previous question shall then be considered as
ordered on the bill and amendments to final passage.
©" Mr. PAYNE. That is, after two hours of debate under the
five-minute rule on Tuesday?

AMr. UNDERWOOD. Yes.

Mr. PAYXE. I see no objection to that, with the understand-
ing that the time is to be used on this bill to-day and on Mon-
day In general debate, and that we are not to have something
else intervening to take the place of it

Alr. JAMES. 7That is the proposition.

Mr. UNDERWOOD. Of course, that is the understanding, and
that the time shall be egually divided between the gentieman
from New York and myself. :

AMr. PAYNE. 1 am content with that

AMr. UNDERWOQOD. Then, Mr. Speaker, I make this request:
That business which is in order on Monday next shall bz trans-
ferred te Thursday; that this bill—H. R. 21214—=shall be taken
up when we go into the committee for general debate to-day and
on Monday; that the general debate shall elose when the House
adjourns on Monday, and that the bill shall be considered for
two hoors under the five-minute rule on Tuesday; that at the
expiration of those two honrs the commitiee shall rise and re-
port the bill to the House with any pending amendments that
are adopied; and that the previous guestion shall then be con-
gidered as ordered on the bill and amendments to final passage.

The SPEAKER. The gentleman from Alasbama asks unani-
mous consent that the business in order on Monday next be
transferred to Thuorsday; that when the House resolves itself
into the Commitiee of the Whole House on the state of the
Union on the bill H. R. 21214, general debate shall rin to-day
and on Monday; that general debate shall close Monday evening,
the time to be controlled on one side by himself and upon the
other by the gentleman from New York [Mr. PAyxe]; that on
Tuesday, after the reading of the Journal, debate upon the bill
ander the fiveminute rule ghall continue for two hours, at the
end of which time the committee shall rise and report the bill
to the House with amendments, if any, with the further agree-

1ent that the previous guestion shall then be considered as or-
dered on the bill and amendments to final passage. Is there ob-
jection? [After a pause.] The Chair hears none, and it is so
ordered. The guestion is on the motion of the gentleman from
Alobama that the Iouse resolve iiself into the Commitiee of
the Whole House on the state of the Union for the consideration
of the bill H. R. 21214,

The motion was agreed to.

Accordingiy the Idouse resolved itself into Committee of
the Whole House on the state of the Union for the consideration
of the biil H. R. 21214, the excise tax bill.

The SPEAKER. The gentleman from Tennessee [Mr, Moox]
will take the chair.

Mr, Moox of Tennessee assumed the chair amidst general ap-
plause.

The CITATRMAN. The Clerk will report the bill

The Clerk read as follows:

bLIll (H. R. 21214) to exien i3
. rt.'l-spc*e!ll tr? ﬁoli\gl b:‘;ainess bydc;-h . l?np‘le,.((:;;; iﬁdﬁmﬁ&nﬂdlgle&oﬂéhe

revenoe far the Government by levying a special excise tax
spect to dolng business by individuals and coparinershipe. wii‘:h il
D¢ it emacted, ete., That every person, firm, or copartnershi
In the Unlied States, sny Territory thereof, or In Arg.ska or th% ggf?ri!%
of Cclumbia, shall Le subject to pay annuslly a special exclse tex with
respect Lo the carrying on or do ng business by such person equivalent
to | per cent upon the entire net income over and above $35.000 re-
celved by such person from 2] sources durinz each year; or, If a non-
resident, such poaresldent person shall likewise be subjeet to F &Dn-
nualiy & special excise tax with respect to the carrying on or doling busi-
hess by such person equlga}eut to 1 per cent ppon the amount of net
ome over and above $5.000 recelved by such person from buosiness
:nmeg-g and eapital invested within the United States and Ms Terri-

Air. CNDERWOOD.  Mr. Chnirman, T ask nnanimous consent
that the first reading of the bill be dispensed with.

The CHAIRMAN. The gentleman from Alnbama asks nnani-
mous consent that the first reading of the bill be dispensed

none. : : .
Mr. ONDERWOOD. Mr. Chairman, a number of months ago
the gentleman from Tennessee [Mr. Hurr] introduced the first
draft of this bill and is entitled to much and most of the eredit
for its authorship. The present bill dees not conform entirely

with, TIs there cbjection? [After a pause.}. The Chair besrs

to fhe lines introduced by the gentleman, but in the main it does. '

I therefore yleld one hour to the gentleman from Tennessee
[Mr. HuLe] to present the bill to the House. [Applause.)

Mr, HULL.. Mr. Chairman, whenever it Is proposed to modify
our existing system of class taxation and to add or substitute
in part an honest and wholesome method. we are always met
with that old cry of privilege, that the method proposed is um-
constitutional er Inoperative or unproductive. I desire to dis-
cuss this bill and these stock cbjections that have been urged
agalnst it - -

Mr. Chairman, in addition to revenue the prime purpose of
the pending measure is to secure justice in taxation. I there-
fore favor the excise tax proposed as a bona fide means of
riising adequate revenue and equalizing existing tax burdens.
There is no sounder rule than to requnlre the citizen annually
to pay a tax, weasured by a falr and just proportion of his
net gains. This golden rule of taxation has been writien as
nearly as possible in the measure pow under consideration.
This bill assumes that every American eitizen is honest enough
and patrictic enough to willingly bear his fair share of the tax
burdens. 1t is expected, therefore, that this measure will en-

counter the opposition of those who, claiming and enjoying all

the benefits of government, would shirk s burdens. The bless-
ings and the burdens of government go hand in hand. No good
citizen will invoke the one and evade the other,

“Mr. Chairman, the gross ineguality of our present system of
taxation constitfutes a severe refiection on the intelligence and
the fairness of the Amerian people. That system, unegual as
it is indefensible, is the mightiest engine of oppression imposed
upon an honest yeomanry eloce the fendal ages. The chief
burden of all tariff and local taxes mow falls upon the middle
and poorer classes. Only those more able {0 pay escape it. The
people of small annual earnings, not exceeding $£1,500 to $2.000,
including the small landowner, pay the great bulk of our local
and customhouse taxation. The manner in which those of large
means escape even Jocal tax burdens is well shown in the report
of the special tax commission of New York in 1807, headed by
ex-Senator Warner Miller, in part as follows:

First, That the assessad value of all personal property is (In New
York State) approximately $8500,000,000. . ~

Second, That the value of all personal property owmed by citizens
of this State Is not less than $235 000,000,000,

Third. That the richer a person grows the less he pays in relstlon
to his property or income.

Fourth. Experience has shown that under the present system per-
sonal property practically escapes taxation for either I or BState
purposes.

Mr. Chalrman, it may be safely said that this condition ex-
ists in the State and Joeal tax systems, in relafive proportion,
throughount the Union. Most large owners of real estate and
cozi:eea!cd personalty pay nominal taxes in proportion to their
ability.

Turning again to our Federal taxes, it may be said that while
our internal-revenue taxes are not subject to eriticism, our
system of high protective-tariflf taxation Is an outrage in its
eperation and effects, It is conceived upon the idea that the
people should be taxed according to their needs and practically
according to their poveriy. [Applause.] It is the personifica-
tlon of avarice and selfishness. Under it the manufacturer
“taxes the masses to the limit of his ability to extort or of
their ability to pay.” No civilized ‘or humane people can
longer folerate this gystem of diabolical extortion. In con-
tributing $314,000,000 to the Federal Treasury, the American
consumer is compelled at the same time to hand over at least
$1,500,000,000 to those individuals given special favors by the
high protective tariff tax. 'The excise tax proposes fo dis-
place customhouse revenues fo the extent of at least $60,000,000,
shift the burden to those having annpal net profite exceeding
$5,000, and, at the same time, save to the people the relative
sum of $300,000,000 now collected as toll by the manufacturer
for the privilege of payment by the pegble of high protective
tariff taxes B v

Edmund Burke said: ;

You can fax the shirt off a man's back by Indirect tarilf taxation
without serious complaint on hls part Ve

[Apphns&.] o -""'j'_ e

This system has yielded fortunes to the few, but it bas im-
posed great hardships and privations spon the many. Which-
ever way the middle and the poorer ¢lasses turn they are con-
frooted with the unjust distribution of wealth and tax burdens.
This system places a high premium on wealth and a severe
penalty en poverty. Everywhere the complaint goes up that

.
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the masses are burdened with Federal, State, county, and mu-
nicipal taxation far beyond their just proportiom and their
ability to pay, while those of larger means continue to augment
them swith little or no disturbance from the tax gatherer, We
thus have presented not al
discontent, but of rankest injustice.

Mr. Chairman, what Is the remedy? Congress should lop off
all the inequalities and Injustices In the present system of high-

protective tariff taxation, placiog it on a sound revenne basis,

imposing masimum rates on luxuries and minimom rates, or
none at all, on necessities; and in the absence of power to lay a
comiprebensive lucome tax impose a general excise tax on the
doing of business, measnred by annual net income. [Applanse.]
This Iatter method will take eare of the revenue and, mere
nearly than any other available remedy, will egualize tax
burdens,

In 1909, when the Payne bill was drafted, revenue necessitles
moved the Repoblicans to add a tax on tea, coffee, and in-
heritances. The tux on inheritances reached the Senate. While
the Payne bill was pending there it was discovered that the
adoption of a gemeral income-tax amendment was imminent.
Thereupon, in some haste, the corporation-tax amendment was
brought in and adopted In lien of the proposed tax on inherif-
ances and incomes.

Mr, LONGWORTH. Wil my colleague yield for a question?

Mr. HULL. 1 hope the gentieman will allow me to proceed
a little further first.

Mr. LONGWORTH. Just on that question to which the
gentleman is referring.

AMlr. HULL., I am familiar with the statement that the
gentleman made as to this in his speech two years ago.

The pending bill merely extends and makes more complete
and equitable the corporation-tax law. It may be here re-
marked that in 1911 customs revenues fell off $19,000,000 from
those of the previous year, and thus far In the fiseal year 1912
they show a still further decline of nearly $£9,000,000.

Mr. Chajrman, I desire to discuss the proposed excise tax,
not as a tax by itself, but as a permanent part of our whole
Tevenne system. No one method of taxation should be con-
sidered singly; but as a part of a complete system which aill
taxes combine to form. For the purposes I have stated, this, or
a simdlar wethod of faxation, has been adopted and made a
permanent part of the fiscal system In almost every other
civilized government of the world. The tax which this bill pro-
poses contains no docirine nor method new to this country.
It contains the principle and really the method embraced in
the present corporation-tax act and section 27 of the excisetax
act of 1898, Each esseniial feature of this bill iz raken aimost
bodily. either from the excise act of 1898 or from the present
corporation-tax law, or both, The Supreme Court has, in all
regpeets, upheld the doctrine of both acts, as well as the validity
of thelr adminisirative features, In fthe cases of Spreckels
Sngzar Refinfug Co. against MeClain (192 U. 8.) and Flint v.
Stone Tracy Co. (220 U. 8.). No one ean successfully attack
the validity of the proposed tax without first having secured a
reversal of the two decisions I have named. Congress has no
right to assume or fear that {he Supreme Court would reverse

or even modify either of these decisions as they affect the pro- |

posed tax. For, in the Innguage of Mr. Justice Brown in the
income-tax cases— ¢ o y

Coagress ought never to iegislate io ralsing the revenues of the Goy- |-

ernment in fear that Important laws like this shall encounter the veto
.of this eourt through a change in its opinion or be erippled in great
political crises by its Inabiliry {o rafse a revenue for immediats use,
The questlon, and the only gquesiion, that might be raised
against the validity of this tax is of easy determination in the
Yight of recent Supreme Court decisions. Those whao seek the
defeat of indireci-tnx measures osnally offer the stereotyped
objection that the tax proposed is a direct tax and therefore
comes within the rule of apportionment, under the decision in
the case of Pollock o. Farmers' Loan & Prast Co. (157 and 158
U. 8.). But the court, in the Spreckels and the Flint cases,
clenrly differentiated and distinguished betyeen this excise tax
and the taxes held invalid without apportionment in the Pollock
case. The Soreckels case clearly established the principle that a
tax such as this bill proposes is an excise tax upon the doing of
business and wot a direct tax on property or its income, and
therefore within the power of Congress to impose swithont
apportionment according to populatlon, In this decision the
Supreme Court, after citing a pumber of cases in polnt, sald:
In view of these and other decided cases we can not hold that the
tax imposed on the plaintif expressly with referemce to its “ carrying
on or doing the busipess of refining sugar,” and which was to be
measured by its gross annual receipts In excess of a named sum, is
other than Is described in the act o
not a direct one to be apportioned among the Siates according to their

respective numbers. This conclusion s inevitable from the judgments in
prior cases, ete.

a qnestion of popular unrestr and

because of its ownershlp, must

Congress, a special execlse tax and’

Mr. Chairman, this exeise tax avoids the Pollock decision and
in its effects, closely approximafes a general income tax. The
applicable provisions of the Constitution of the United States
in this connection are found in Article I, section 8, elause 1,
and in Article I, section 2 clause 3, and Article I, section 9,

‘elause 4. They are, respectively:

The Congress shall have power to lay and eollect faxes, dutles, fm-
posts, and exclses, to pay the debts and provide for the common defense
and general welfare of the Unlted States: but all dutles, imposts, and
excises shall be uniform throughout the United States. ’

Representatives and direct taxes shall be apportioned among the sev-
eral States which may be included within this Union, according to their
respective numbers,

No capitation or cther direct tax shall he lafd, unless in propertion
to the census or enumeration hercinbefore directed to be taken.

From the decision of the Supreme Court in tiie case of Hylton
©. United States (3 Dall), in 1796, down lo the decision in the
Pollock case in 1894, it had been uniformiy held that under the
Constitution there were ouly two kinds of direct taxes, namely,
a capitation or poll tax and a tax on land. In 1394 Congress
enacted & law lmposing a tax on the net annusl income of all
persons and corporations. The valldity of this act was in-
volved in the Pollock ease. The Supreme Court held certnin
provisions of the act invalid and disposed of the remaining
provisions in the following language:

We have considered the act onI{ in respect of the tax on Income de-
rived from real estate and from invested personal property, and have
oot commented on so much of it as bears on gains or profits from busi-
ness, privileges, or employments, in view of the lnstances in which taxa-
tlon on business, privileges, or employments has assumed the guise of
an excise tax and been sustalned as such. (158 U. 8., 635.)

And as to the excise taxes, the Chief Justice said;

We do not mean to say that an act laying by apportionment a direct
tax on all real estate or personal property. or tge fucome thereof, mlight
not also lay excise taxes on business, privileges, employments, and voca-

tions. (P. 837.) . .

I may say bere that I do not consider the decision in the Pol-
lock case sound. I believe the weight of reasoning is in the dis-
senting opinions. But the proposed tax in nowise conflicts with
the Pollock decision in the light of subsequent holdings of the
court. In this decision the court merely held for the first
time that, in additior to the two kinds of direct taxes I harve

-named, there are two other kinds, viz, a tax on incomes de-

rived from real estate and & tax on incomes derived from
invested personalty. TFurthermore, the language I have just
tead clearly conveys the understanding that those provisions
of the Wilson law which levied a tax on incomes derived from
businesses, trades, professions, employments, privilezes, and vo-
cations were considered free from constitutiohal objection. In
harmoeny with this view the court has also held that a tax on
the income of business—which is property in a sense—was an
excise and not a direct tax, in'the following cases:

Pacific Ingurance Company p. Sonle (7 Wall, 433).

. Rallroad Company ¢. Collector (100 U. B, 5935).

DUnited States v. Erle Raliroad Co. (106 U. 8., 327T).

Sprioger r. United States (102 U. 8., 586). .

It ‘must be conceded that, since a tax on the income of busi-
nesg, as above held, is not a direct tax, a tax on business itself
fs still further removed from the fleld of direct taxation.

In the license-tax cases (5 Wall) and in the Fliot case the
Supreme Court thus defines the taxing power of Congress:

Congress can not tax exgort%!an& it must impose direct taxes by the
rule: of apportionment and lndirect taxes by the rule of uniformity.
Thus limited, and thus only, it reaches every subject and may be exer-
eised at discretion. .

In the case of Knowlton v. Moore (173 T.. 8.)- the court re-
ferred to the Pollock decision, holding a tax on incomes derived
from real estate or Invested personalty to be direct, and then
proceeded to draw a clear line between the field of direct and
indirect taxation as the latter relates to this bill iz the follow-
ing language: -

These conclusions, however, lend no support to the contention that it
was decided that dutles, imposts, and excises, which are not the essen-
tial eqeivaients of & tax on propes genem[lf, real or personal, soleiv

converted into direct taxes. becanse
it is conceived that it would be demonstrated by a close anslysis that
they could oot be shifted from the person upon whom they first feil.

Under its excise power, as more definitely defined in the
Pollock case, Congress in 189S imposed an excise tax npon the
doing of either of three designated businesses by persons, firms,
or corporations, the {ax to be measured by a percentage of the
earnlngs derived frem the business carried on. Construing this
act in the Spreckels case the Supreme Court not only said this
was a tax on “ the doing or earrying on of business,” and not a
tax on the income derived therefrom, but that the tax was not
payable unless there was a carrying on of business as desig-
nated.. It is important also to note the holding of the court in
this case that the measure of such tax may be the income from
the business, although a part of the income is derived from real
estate, which is nontaxable without apportionment, either in
itself or as to its income.
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It will be seen, also, that this exeise act of 1898 lald an ex-
cise tax simply on * the doing or carrying on of business,” with-
out regard to the capacity in which it might be carried on,
alike on nll persons, companies, and corporations. Mr. Chair-
man, the pending bill contains the identical language of section
27 of the act cited as to the subject of the tax, viz, “ The doing
or carrying on of business” In the act of 1393 Congress de-
sired to limit the subject of the tax, with the result that it
provided a basis of classification by designating the doing of
three kinds of business on which the tax shounld fall. Since
this tax applied to “every persom, firm, or corporation,” with-
out exemption of either, no basis of classification as to the
persons taxed wag necessary, and the addition of the words
* doing busiress in a corporate eapacity " affer the word “eor-
porations ” would have been surplusage. This term was prop-
erly used in the corporation-tax act, however, as a basis for
classifying corporations for taxation and thereby exempting
individoals and firms.

Mr. Chalrman, Congress may lay an excise tax on business
by almost Innpmerable methods both as to the subject of the
tax and the person taxed This tax might be applled fo one
designated bosiness, or to a limited number of designated busi-
nesses, or {o all kinds of business without special designation
of either., The tax might Jikewise be applied to all persons,
firms, and corporstions, or to either, or to certain classes of
elther.

In the Flint case the Saopreme Court sald:

1n levying excise taxes the most ample suthority has been recognized
from the beginning fo select some and omit other possible subjects of
tazation, to select one callipg and omit anotber, to tar ona class of
property and to forbear to tax another.

The court went on te eite 14 decisions gpphelding as many
different excise-tax levies by Congress. In the Pollock case it
was agreed by both counsel and the court that Congress bad
the unquestioned power to tax corporations and individmals in
the same manner and at the same rate Nothing to the contrary
was even intimated by either the court or coumsel in the
Spreckels and Flint cases; in fact, it was assomed.

In the Flint case the court held that this tax could be meas-
ured not alone by the net income derived from a particolar busi-
ness source but from all sources, including net income from real
estate or State and mumicipal bonds. Yet, I repeat, Congress
has no power to levy a tax on either real estate or the net in-
come therefrom withont apportionment; and it has no power te
levy a fax at all directly or indirecily on State or mumicipal
bonds nor the income thersfrom.

Mr. Chairman, to forther disenss the validity of the proposed
bill Jargely invelves a repetition of the Jegal controversies, now
settled, which were had with respect to the validity of the
exeise aets of 1898 and 1909, and I shall therefore proceed to
discuss other phases of the bill. The controlling purposs of
many couniries in adopting this or a2 similar fax has been to
equalize the tnx burdens by reaching those paying the Ieast
taxes but most able to pay. In no other way has it been found
possible te keep down the rising tide of popular discontent,
unrest, and eriticism due to tax systems which, like ours, im-
posed grossly disproportionate burdens upon the people. I in-
sist that this or an income tax is the only efficlent method of
equalizing taxation in this conntry. Republicans in the main,
obeying the behest of the protecied and other special interests,
have long looked with disfavor upon such a tax. They now do.
[Applanse on the Democratic side.] They support a measure
tending in this direction only when writhing under the lash of
public sentiment or as a means of defeating a like measure
more comprehensive. In their zeal to perpetuste their system
of high protective tariff taxation and the trusts, most Republicans
contend that a general exeise or inesme tax ought not to be levied
save in times of great emergeney and that it shounld be only a tem-
porary tax. President Taft in various utterances has indicated
this view. In other words, the Republican dectrine is that our
present high {axes on foed, clotking, shelter—on all the prime
necessaries of life—should be made permanent, but that all taxes
mensured by the great Incomes derived from colossal wealth
should be very temporary. [Applanse.] The gentleman from
Massachusetts [Mr. McCair] stated the stock nrzument of privi-
lege always made against this kind of indirect taxation when he
wrote in his minority report on the sugar bill that this pro-
posed tax was “a direct tax and probably onconstitutional”
But sinee this view has proven so untenable, the opposition fallg
back upon the plan of attempling to diseredit this bill by the
plea that jts scope Is not broad enongh to apply to that
class of persons possessing Jarge wealth and income. This
objection Is not based upon a desire to see this tax reach the
feww persons io whom this bill will not apply, but it springs from
an overweening desire to discredit this entire metbod of taxa-
tion, Every device that privilege could conjure up has always

been throws in the way of this and fnecme ta x B
ponents of this and the Income method of (::;at.jggn ‘l‘r‘l,::ymeop-
against this measure the sinister plea that it is lavalid andg in-
operative and that it Is necessary indefinitely to delay this whaole-
some legisiation until the ratification of the pending income-tax
amendment. At the same time others most active in their oppg-
sitlon to the income-iax amendment say that Congress already
bas practically the same power and facilify of taxation, viz, the
excise tax. On page 26 of the memorial presented to the New
York Legislature in 1910 by Joseph H. Choeate, John G. Milburn,
William D. Guthrle, Francis I. Steison, and others, protesting
against the ratification of the income-tax amendment, I find thig
langnage:

The eorporation tax law of 1909 i3 an fneome fax on the business of
earporations and I not apportioned, becanse an excise, and it will ulty
mately Frodm:c n very large revenoe. Every business, every source of
production can be similarly reached. A competent commission, such as
would be appointed o England, would In a few months devise a com-

te aud equitable system of excise taxzation, provided, of eourss, polix-

considerations did not paraiyze them. :

We see that when one of these kindred methods of taxation is
proposed the opponents of boih methods play the other against
it as the best available means of defeating both. I say the
proposed legislation will basten the ratification of the income-
tax amendment. L

Mr. Chairman, the scepe of the application of the proposad
tax must necessarily be determined by the eomprehensiveness of
the term “business™ as defined in the act. The Supreme Court
has laid down Us tax-meaning definition as follows:

Everything aboot which o person can be employed; all activities
which occ the ;
3f o livelihosd o pufug't.amnﬂm’ and labor of persons for the purpose
~How could this definition be more comprebensive? The Sg-
preme Court thus wrote into the Flint decision the breadest
meaning of the term “ business” for the purpose of making it
the subject of an excise tax. No definition of business glven in
any other sense is so wide In s scope. First, it embraces
* everything about which a person ean be employed ”; second,
it embraces all activities engaged in by a person ® for the pur-
pose of a livelihood or profit.” All the conrt decisions and text-
book writers say that the term “ business,” as correctly defined
in this bill " in its broadest sense includes nearly all the affairs
in which either an individual or a corporation ean be actors”™
(Gyzgloupedia of Law and Procedure and eitations therein, vol. 6,
P. ) i
- In asceriaining whether the proposed fax applies to a per-
scn the only inguiry Is whether that person is engaged in such
activities as come within the phrase " earrying on or doing busi-
ness™ If so, he is liable for the tax whetber such setivities
are few or many, freguent or infrequent, narrow or broad. or
relaie ta real esiate or invested persopslty which can not be
taxed in itself or as to its income, Whether 2 person is “doing
busingss ™ must depend on the special facis of each case [
agree that the mere ownership of property unacecompanied by
any activitfes io the sense above defined wouold not bring such
owner within the applicstion of the propesed law. However,
the most casual reflection must convinee one that the numbep
or clilss of persons whe wonld thus escape taxafion would be
remote.

The opposition fo this bill—deliberately disregarding the plain
holding of hoth the Spreckels and the Flint cases—seem to con-
tend that this fax is in legal effect an income tax and can not
therefore be measured by incomes derived from real estate and
invested personalty, because the Pollock decision held that a tax
could not be lald directly nupon smeh incomes, and because the
court held, in the case of Zonne #, Minneapolis Syndicate (220
TU. 8.), that onder the particular facts of that case a realty cor-
poration was not liable for an excise business tax. This view
entirely overlooks the fact that in the Minnesofs case the court
merely held tbat since the corporation was nof performing a
single aectivity in respect to the real estate to which it merely
held title, nor a single business activity in any other respect,
the company, therefore, was not “ doing business” and so not
subject to any tax. If entirely apart from its ownership of this
real estate, this corporation had been engaged in any other kind
of business activities withia the meaning of the term ‘busi.
ness,” the tax would have applied and been measured by the
ineome from all sources, including the real estate in question.
This latter rule would apply to all persons merely owning real
estate or invested personalty and performing no activity in re-
spect therefo, but at the same time pérforming business activi-
ties entirely discounected theréfrom. This Minnesota case does -
not embrace those large holders of real esiate, morigages on
realty and personalty, bonds, aAnd other securities who devote
their activities in person or through numerous agenfs and em-
ployees, or both, to the work of looking after and managing
their property and guarding thelr mortgage and other rights
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and collecting interest or other compensation with respect
thereto.

It ecan not be conceived that when the Supreme Court in
the Pollock case removed from the field of income taxation,
except by the utferly impractical method of apportionment,
that great class of wealth embraced in the terms “real es-
tate and iInvested personalty,” the court intepnded thereby
to place the bulk of fhe country’s wealth beyond the efcient
taxing power of Congress. That decision, in the light of fhe
Spreckels and FHot declsions, necessarily contemplated that
there still rests in Congress the undonbted power to accomplish
practieally the same revenue purposes by other feasible methods
of taxation and which is now well established, including an ex-
cise tax on bosiness, Im applying this tax we must also keep in
mind the fact that under our modern indnstrial, finanelal, and
commercial conditions an fndividual may Hmit his personal
business activities to a very narrow scope, employing only at
occasiong! intervals but little of his fime, attention, or labor,
and yet that person may, by means of his wealth, by general
direction or supervision, be a tremendous factor or agency in
placing or keeping in operation immense business activities.

To be engaged In business under this bill if Is not necessary
that opne should in his physical person. er in a strictly official
capacity, be immediately and proximately connected with the
business carried on. To better iliustrate: The hondholders of
corporations are not subject to the corporation tax. The bonded
debt of a corporation is a part of ifs capital, even more So than
the stock at times, because tle latter is often watered. Interest
on such bonds is usually preferred in pavment to the dividends
to stockholders. The-bondholder Is interested In keeping his
bonds at a falr market value and in the certain payment of
proper interest thereom. The result is that they are ususlly
given, ‘or at least they exercise, authority to maintain, in an
organized or other capaeity, a general supervision over the
conduci and management of the corporate business, although
they are neither officers nor stockholders therein. The time,
attention, and labor thus bestowed would clearly subject such
bondholders to this tax. This business fact should also be
applied to the holders of mortgages on reallty and personalty
and considered In connection with their other acfivities, includ-
Ing ‘those of loooking affer and protecting thelr property and
collecting interest thereon. Furthermore, when we consider the
ramifications and complexities of modern business, the innumer-
able forms of wealth and its countless uses, the close business
relationship and connection existing between the large holders
of mortgages, bonds, and other securities and those actively con-
ducting great business enterprises, their interdependency of in-
terests, and their frequent and confinuing business cooperation,
and so forth, it would, In my judgment, be dificult to find but
a limited number of the former to whom this tax would not
apply.

Mr. Chairman, it I3 admitted that In a case where an owner
of real estate, for a fixed rental, leases the same for a long
term of years, and thereby parting with the entire confrol, care,
and management of the same, and ceasing to perform any
activity in respect thereto, merely receiving the rentals, this
tax, in the absence of other business activities, would not
apply. However; these exceptions would not embrace that
large fleld of activities consisting pf short-termt Teases of realty
under suoch terms or conditions as that the owmter continues a
factor, directly or indirectly, or in a general way, elther in fur-
nishing supplies, equipments, or repairs during or at the begin-
ning of each rental period, or in the care, mapagement, or gen-
eral supervision or control of the same.

Mr. CANNON. Will the gentleman allow me right there to
ask him a guestion? I am following him with much interest

Mr. HULI. I yield to the gentleman.

Mr. CANNON,. If a man has an income on a lease of one year
or five years or any number of years of $5,000, that would pot
come, according to the gentleman's contention, within the pro-
visions of the act and be liable to a tax, provided he was doing
nothing else? 1Is that the gentleman’s statement?

Mr. HULL, I will say to the gentleman from Illinois that I
am undertaking to set out wbat I consider the gepmeral rules
applicable to the different phases of the operation of this bill
There are 10,000 business conditions existing in this country. I
am underfaking to use here terms that are well settled both in
the court decisions and In the law books. As to the application
of the rules which this proposed legislation embodies, that is a
matter that wonld naturally be Jeft fo the administrative offi-
cials, T am about to make a further statement in connection
ggﬁh}- the inquiry of the gentleman which will shed some more

Mr. CANNON. If the gentleman will allow me jusi there, I
am nof controverting his conclusions, but I wanted to sce what
they were. I would be glad to know if a man has $6,000 worth

of income on a lease, running for a number of years, and is
doing nothing eise in the world, if the gentleman is inclined to
the opinion that that would not be subject to taxation under the
proposed law, but if be was making a hundred dollars keeping
& candy shop or doing anything else that would bring him
within the law and make the $8,000 of rent taxable? In mak-
ing up the statement {s the $100 or the $1,000 he might have
from an activity wholly dissociated from the fncome from the
leazehold 7

Mr. HULL. That statement that when the tax once lodges
on any business it is measured by the income from all sources
is ecorrect, and it would be frue in nlne-fenths of the cases, in
my judgment, that income from a lease, as the gentleman sug-
gests, would be embraced In measuring the tax, even though it
should be true in some instances that no business activities were
engaged In with respect to the nuse of such property, but in other
respects.

Passing to another phase, Mr. Chairman, this bill would reach
all the individnal bondholders and practieally all the individual
stockholders of holding corporations in this country. The cor-
poration-tax law exempts from its provisions all “amounts re-
ceived by a corporation as dividends upon stock of other corpo-
rations subject to the tax.” This practically exempts all hold-
ing companies from the corporation tax, for the reason that
virtually all their stock is invested in their subsidiary com-
panies. Many States prohibit the organization of these holding
companies on grounds of public policy. In the Northern Securi-
ties case the Supreme Court held ope great holding corporation
Hlegal. The purpose of many large holding companies is to con-
trol and monopolize production in different lines. In the cir-
cumstances both their stock and bood holders can well afford
and ought to pay this tax.

Mr. Chalrman, the conclusion is therefore inevitable that
when we consider the Iaws, rules, methods, and condifions of
modern business, but 2 Iimited number of the holders of great
wealth weuld escape thils tax.

As T stated to the genfleman from Iffinols [Mr. Caxnox] a
few moments ago, in 9 cases out of 10 it wounld be found that
that same person, even if be is not performing a single business
activity with respect to that property, is engaged in business in
the sense of this bill with respect to other property or in some
other respect as defined by the term “ husiness.”

The gentleman from Massachusetts [Mr. McCare] in his
report on the sugar bill makes the following, statement con-
cerning the proposed bill: -

¥ would treat the right to work and its mecessity as r franchiss,
the exercise of which shculd be taxed.

If this statement emanated from any other source less high and
respectable I should characterize it as pure buncombe, the sole
purpose of which is to divert aftention from the real facts and
merits of this bill. This is the same objection, differently
phrased, that bas so0 long done service for privilege against an
income tax. Since Congress can not tax ail incomes, It becomes
necessary, in order fo accomplish the same revenue purposes, fo
lodge the tax elsewhere and measure it by the Income. I[n
determining the merits of thiz fax the people will look at the
results, Besides this tax confers no right or privilege as to
business which does not otherwise exist. The people know that
all Government taxes fall on them. Of what concern to them
is the name of a particular tax er ef any tax? Their sole con-
cern is that all taxes shall be for revenue and shall be imposed
justly and fairly and according te ability to pay.

Let ms compare for a moment the proposed fax with the
present unspeakable Republican high-tariff tax. Our Repub-
lican tariff tax, for the benefit of the Sugar Trost, the Steel
Trust, the Beef Trust, the Woolen Trust, and hundreds of cther
favored and fatfened creaturss of privilege, ruthlessly exacts of
every ecitizen, Ineluding the millions who are in a state of pov-
erty and hunger, a tax upon every bite of food he eats and npen
every garment of clothing he wears. According to the logic of
the gentleman from Massachusefts, the Republican high-tariff
tax treats the right fo “eat™ and to * wear clothes™ as a fran-
chise and places a heavy tax on ifs exercise, thereby creating
the present high cost of living. [Applause on the Democratic
side.]

On the other hand, the pending measure does not tax poverty
or want; does not tax apy human being unless he is “doing
business” and haes net aunual earnings exceeding $5,000. This
amount, when capitalized at the current rate of interest, is
equivalent to property of more than $80,000. This method of
tax lichtens the burdens of those now so greatly overburdened
by displacing pro tanto the odious protective tariff tax I have
just described. z

Mr. Chairman, T now desire briefly to discuss the administra-
tive features of this bill. In drafting its administrative pro-
visions the most desirable and practical features of similar tax
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laws were ntilized. Under it no person becomes subject to any
tax unless there is a remainder of his annual earnings left after
deducting necessary expenses Ineurred in carrying on his busi-
ness, all interest paid within the year on existing indebtedness,
all national, State, county, school, and municipal taxes, all losses
fetually sustained during the year,.incurred in {rade, or arising
from fGres, stormns, or shipwreck, and not compensated for by
insnrance or otherwise, and debts warranted to be worthless,
and also $5,000. Saitablé and adegquate provisions are con-
tained in this measure requiring the making of returns in all
breper cases; likewise snitable and adeguate remedies in case of
the making of false or frandalent return by any person or an in-
adequate return. This act conforms to the corporation-tax Iaw
as to the {ime of making assessments, tax returns, and collec-
tions thereon. In addiHon to the remedies of both the Govern-
ment apd the taxpayer confained in this bill, the general law
relating to the assessment and collection of internal revenue
will be in force wherever applicable. Section 3167, for ex-
aniple, prohibits, under severe penalty, the divolging or making
known in any manner not provided by law auy pbase of the
business or other affairs of a taxpayer as set forth or disclesed
in hig tax refurns, or in ether manber, Notwithstanding these
feitures which are intended to reduce the inguisitorial provi-
sions to the minimum of annoyance or objection on the part of
the iaxpayer, it is contended by the opposition to this tax that
its ingnisitorialness constitutes a fatal objection to the tax.

I challenge a comparison of the methods of nssessing and col-
lecting this tax with those relating to both oor State and
National taxes, The inqguisitorial features of oor State tax
laws are most rigid. They require the taxpayer to disclose,
under both civil and criminal penalties, every kind and item of
property possessed, even including heirlooms, trinkets, and
jewelry belonging to members of the taxpayer's family. In
many States these tax returns are made public and Kept open
for public inspection, notably in New York, Connecticuf, Mary-
land. Pennsyivania, and New Hampshire. The right of personal
search and seizure prevades our customs system of taxation,

and the machinery of assessment and collection is necessarily

intricate and esacting in a bigh degree.

I Lere call attention, Mr. Chalrman, to section 3084 of the
Revised Siatutes, giving ample warrant for personal search
and seizure: -

The Secretary of the Treasury may from {ime to time
lations for the search of persops and baggage and for ¢
of female inspeciers for the examination and search of persons of their
own sex, and all persons coming into the Unlted States from foreign
ceuntrics: shall be [lable to detention and search by anthorized officers
and agents of the Government under such regnlations. '

Upder this siatofe the newspapers of March, 1911, eon-
tained an account of the persomal seizure and search of an
American lady of {he highest standing and character. Similar
cases often arise. It seems that some irresponsible persen in
Egrope wired an American customs agent that this lady was
suspected of bringing in a diamond necklace, The following
newspaper estract diseloses the method of dealing with cases
based upon soch information. I omit the name:

After the five trunks had been ordered sent away, Mrs. was
asked by Special Agent Wilson if she had a dfamond neckiace, and she
declared tbat sbe kpnew notbing about any necklace. Wllson thereupon
ordered a woman inspector to take Mrs. and her daughter info
a statercom snd search them thorooghly. Mrs.
tears, that she had been compelied fo temove even her stockings.
search brought forth nothing dutiable.

I challengze the apposifion to thbis tax to point out any fea-
tures relating to its collection which compares with the work-
ings of our custows<ax law with respect to iuguisitorialness,
sgearch, and seizure. [Applanse in the Demoeratic side.]

Furthermore, no honest person has a right to complain about
reasonable regulations designed fo prevent dishonesty, Neither
bave disbonest perscus a right to make such complaint. I do
not believe the proposed law would to a material extent in-
crease dishonesty or falsehood in making tax returns, as oppo-
nents of this tax charge. TUntil the contrary is proven, I con-
sider this intlmation a slander against the possessors of large
incomes in this country. I believe they now realize the wisdom
aad necessity, if they do not concede the justice, of bearing
their fair share of burdens. However, If the objection offered
be trne in any measure It should nat militate against the en-
getment and enfercement of this tax. To any dishonest tax-
payer there should be applied the (humbscrews of the law, I
both despise and pity those who place selfishness above moral-
ity, greed above honesty, and perjury above patriotism. [Ap-
plause on the Democratic side.]

Mr. Chalrman, the chief diffienliy originally experienced in
the enactment of excise or income tax laws has been in their
administration. However, other countries during recent years
have developed the adminisirative features to a most satls-
factory extent. :

rescribe regu.
emnployment

said later, with
The

Mr, JACKSON. Mr. Chairman, will the gentieman permit &
question ? =

The CHATRMAN. Does the gentleman from Tennessee yield
to the gentleman from Kansas? B

Mr. HULL, If the gentleman will Jet me make this state-
ment I will be glad fo rield to him later. - I,

The proposed law contains in its administrative provisions
a new feature known as “coliection at the source.” Thig
method of levying and collecting the income tax resulted-in
doubling the revenve in England the first year after its adop-
tion. England collects nearly $£200,000,000 from an income tax.
The law with its modernized administrative feaiures works
admirably. =y

The chief reason for its splendid success Is its justice as a
tax and the system of collection at the source. Ifs inquisitorial
features are thus minimized and afford Iittle cause for complaint.
Under this stoppage at the souree plan more than two-thirds
of this tax is collected in Epgland. It may be said that there
is a vast difference between the antiquated income-tax machin-
ery formerly In operation in this country and that contained in
the pending bill by reason of the stoppage at the souree featlure.

The CHATRMAN, The time of the gentleman has again
expired. : - !

Mr. UNDERWOOD. Afr. Chalrmasn, I yield to the gentleman
10 minutes more. N2

The CHAIRMAN. The gentleman from Tennessee [Mr. Horo
is recognized for 10 minutes more.

Mr. HULL. This provision of eallection at the source is bazed
upon the fact that all persons receive an income from some
gource. It is therefore provided that, wherever possible, the
payer of the income shall withhold the fax due thereon and
make payment to the Government As to all incomes by
which the tax is thus measured and paid the individual tox-
payer is not required to make personal return. For example,
the Government, corporations, coparifnerships, and persons
payiog annual earnings to employees or other persons in excess
of §5,000 would deduct and withhold the tax and pay to the
Government. This method would likewise apply to movigagors
and lessees of real or personal property. By this method
the taxpayer wounld not come In contact with n revenue official,
nor would he have the opportunity or tempiation to make a
false or inadequate return of his income, This largely ob-
viates the objection of Inquisitorialness. As I have stated,
comparatively little intangible pergonalty is reached and as-
sessed for taxation. This stoppage-at-the-source method inter-
cepts inceme therefrom. In my judgment, three-fourths of tle
tax derived under the proposed law would thus be collected,

‘The United States affords excellent conditions for the success-

ful operation of thls system of collection. Tnlike Great Britaln
and France, most of oar wealth Is kept at home. And the great
number of firms, corporations, and other large business agencies
peculiarly adapt this couutry to the easy collection of this
excise tax at the source. : . .

Mr. JACKSON. Mr. Chairman, will the gentleman now per-
mit a guestion?

The CHATRMAN. Does the gentleman from Tennessee yield
to the gentleman from: Kansas?

Alr. HULL. Yes. . .

AMr. JACKSON. This law does adopt, does it not, the gen-
eral machiuery for the coliection of our present execise or in-
ternal revenue?

Alr. HULL. I just stated that, so far as they are applicable,
the features of the general administrative intermal revenue
would be brought into use.

Mr., JACKSON. Ioes not the goptleman thisk that the
severity of some of those methods compare very favorably with
those of the internal-revenue machinery and with the processes
that he has just desecribed In the carrying out of the propesad
law ?

Ay, HUTLL. Well, Mr, Chairman, in answer to the gentleman
from Kansag, I do not know whether he iz opposed to fhis
kind of taxation or not, but I will be candid in saying to Iim
that under the proposed measare, in my judgment, at least
three-fourths of the taxes wculd be collected at the source of
the income, so that the {axpayer wonld not even see an assess-
ment or & revenue official. |

And there is another provisiop which, under the most severe
penaities, prohibits any Government official from disclosing any
kind or character of information relative to the facts embraced
within the tax returns of those officials Ample provision is
made for appeal in all cases from the decision of the lower
revenue officials to the higher ones. -Objections of a captious
nature can be offered to any tax law when applied to the tax-
payer who is undertaking to avoid the payment of his full taxes,
~ Mr. JACKSON. I wanted to call the attention of the gen-
tleman, if he will permit, to one phase of the corporation-tax
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law. That law, as the gentleman will remember, provided for
the same exemptions that this proposed law does, and the eol-
lector held that all corporations were compelled to report, and
then he dug down and found a statute which permitted him to
conmpromise penalties; and under these two provisions be has
collected & penalty of from $15 fo $35 from every corporation in
the country which failed to file its report before the 1st of
March, What I want to ksow of the-gentleman is, Would not
that same provision apply to this propesed lJaw?

Mr. HUEL. 'This bill provides that no person shall make an
income return unless his income is over $4500. There is no
such exemption of corpgrations. . .

Mr. JACKSON. It was comeeded that these corporations
were not within the exemption. |

Mr. HULE.
yielding furiher. t !

In conelnsion, Mr: Chajrman, ¥ wishk Congress now bad the
power to enact a compreheasive graduated income tox with lower
rates on earmed ard higher rates ¢n unearned income. In theab-
sence of such power Copgress can enly sepk by a similar enact-
ment to appreximate that much-desired end. The present bilf is
not as I should have drafted it as an original proposition; bot it
was deemed wise, if not neeessary, that In ifs terms it should
conform to the cerporation-tax law. This bill would impose
just instead of unjuost, honest instead of dishonest, taxatiom.
More than any other agency it would equalize the burdens of
Government, State, connty, and muonfeipal taxation. The tax is
productive, cheap of collection, and the fairest and least bur-
densome of all taxes. This bill should become a law. The
minds of the people are made up. They have determined to
Bave fiscal reform in this counfry. Ie this behalf they propesa
to go.on record next November. ¥ have recently safd In this
Hounse, and I repeat it now:

Thizs commtry is approaching a tax revolution. The defend
ers of privileze, so long trinmphant, can not turn back the tide
of fiscal reform. Their opposition iz a challenge to the civili-
zation and representative government of our twentieth cenfury.
[Applause on the Democratic side.] IS our present hideous,
monstrous system of taxaifon to go down in history as the cul-
mination of ceuturies of Anglo-Saxon legislation? No. Some
Pitt or Cobden, some Peel or Gladstone, will rise up amd en-
gage its champions in & battle fo the death. And their ardent
followers will constitute the best manhood and patriotism of
this country—the type of citizenship that wrought out this Gov-
ernment, that has safely guided it through the trials and vicis-
situdes of more than 100 years, that has beem is mainstay in
fhe past and wilt be is glory in the future. [Applause on the
Demoeratic side.]

Mr. PAYNE. Mr Chairman, I yield ene hour to the gentle-
man from OQhio [Mx LoNewozra]}.

The CHAIRMAN. The gentieman frem Ohio [Mr, LoxNe-
worTH] s recognized. S

Mr. LONGWORTH. Mr. Chairman, we have just emerged
from a battle in which the fees of profection are for the mo-
ment trivmphant, and two great American indusiries lie bl
ing in the dast ;

But that is not all. Had the damage stopped there it wonld
have been bad enough, buf in the wake of the earnage follows
also the destruction of ene-ffth of our customs revenues. Sixty
million doll:irs of the annual income of the Treasary has been
thrown away, and it is the bill before us te-day that Hs propo-
nents say is expected to make it up.

This is the twin, Mr. Chairman, that was born on the same
day and conceived by the same brains as its brother, which has
just emerged from its swaddling clothes so far as this House iIs
coneerned,

Can this bill do the work for which it was desizned? That is
the question which confronis us By so munch as it shall fall
short ef making goed; by so much must it be adjudzed a failure.
If it shall pot succeed in making good in any respect, then it
were better that it had never been born.

T do net knew, Mr. CEairman, whe i3 entitled to the laurel
wre:ith as the vietor of this battle. Of eourse, if the gentleman
“from Alabama [Me. UnpErwoob] should lay elaim to it, there
is no one oo that side; T assome, who would dispute him. But
I ean pot help thinking that free sugar tustes pore bitter than
sweet to the gentleman from Alabama, and if he shall not claim
the crown'of victory, then the titte of another gentleman on
that side of the House is clear.

I doubt not that the geatleman from Alabama [Mr. USDER-
weon] views with some complaceney the high tribute paid to
him the other day by a distingnished ex-Benator of the United
States. | falls to flie lot of a few men Dowadays to hear them-
selves. likened to Napoleon. But possibly this ex-Senator may
have beep wrong. It is elear to me that the gentlemun from
Georgia [Mr. Haspwick] in this case is entitled to call himself

-

¥ hope the genfleman will pardon me for nof |

rot only In fact but in theory “ the Little Corporal” He has
run over the gentleman from Alabama. He has forced him to
abandon every principle that he has stood for since the gentle-
man from Alahama beeame chairman of the Committee on Ways
and Means. .

Ep to this time the gentleman from Alabama has epposed
free trade consiantly and consistently. He has maintained that
practically every import should bear a duty for revenue pur-
poses. He would not allow even pepper to remwain on the free
Bst, where it rightfully belengs and where it has been since
the Republican Party has been in control of legislation in this
- House. Bui when he came to sugar the gentleman from Georgia
fMr. Harpwicx] and his echorts overwhelmed him, and all his
plans for revenue duties have been swept awsy.

Not again in this Congress can the gestleman from Alabama
maintain his former position. If it is snjust to tax sugar for
revepoe purpeses, where is the justice in taxiog pepper and
ather articles that have an equal place with sngar on the table
of the average Ameriean citizen? The gentleman from Alabama
voted for a duty of 29 per cent on wool. as did his fellowerseon
that side of the House If a revenue duty on sugar i3 unjust,
if it is unjust to tax some of the poor man's foed, is it not
equally vnjust to tax his clothing? Every civilized country con-
siders sugar as a legitimate revenue-producing article.. Every
other couniry bet this, if this bill shonld be enacted, would still
have a duty¥ on sugar.

Ne ceuntry but this imposes a duty on raw wool. Does the
majority of the Bays and Means Committee intend te bring
fn a bill to placd on the free list? If not, why not? If
this alleged excise income tax has the powers that yom say it
has of producing revenus, if it is geing to pay for free suzar,
why should yeu net make it pay for free wool? I, as you say,
this excise tax of 1 per cent will raise $60,000,000, why net make
the rate 2 per cent and raise $120,800,000% Then you can pat on
the free list wool and most articles of dally necessity, and per-
haps we could even induce you to remove the duty en pepper:
Why oot make it 3 per cent or 4 per cent or 5 per cent, at which
point you could afford to abelish the eustomheuses of this
country altogether?

Gentlemen, why do you not make this tax higher i by deing
so you can produce a revenue sufficient for the purposes I have
named? It is because in your kearts you know that it will not
raise the revenue yon say it will or even a small fraction of it
You are not treating the American people feirly in this case,
gentlemen. This bill is infroduced purely for political purpeses,
and so far as the production of $560,000.000 revenue is concerned
it is a fake pure end simple. The American people have in-
trusted you with control of Tegislation npon the floor of this
House: They are entitled to expect at least sericus constructive
effort from you. This bill is not serions construetive effort. It
is a farce upen its face, and it is a farce that may turn eut
in your case, gentleman, to be a tragedy.

The gentleman from Tennessee [Mr: Huri] who has just
taken his sent made & very plausible and able argument upon
the constitutionality of this bill. But did any one of you hear.
him say a word about the fizeres upon which estimates of the
majority were based? Not one word or figure appears in their
report to show that this bill will raise the revenue they say
L it will. It is pure guesswork snd It is bad guesswork. In our
. report we have given you the fizures and the facts fo prove the
figures. We have Iaid our eards face up oo the tahle, Whr do
¥ou not do likewise? If is because you know thaf an investiza-
tion of this gquestion by any fairly intelligent man will prove
beyond any conceivable shadow of doubt that If your bil} is
constitutional in every single respeet, whiels it is oot, you could
not raise I cent more than $20,000,000 a year. Ami when you
eliminate the evidently uoconstitutional features of this bill,
those features admitfed by the geptieman from Tennessee [Mr
Huni] to be unepnstitutional, you will not raise more than ten,
er at the outside fifteen, millions doilars nnder this biil.

Mr- ETTCHIN. The gentleman from Tennessee [Mr. HUEL)
is not-here, having just stepped out. I do not reeall his admit-
ting that there was any unconstitutional feature in this bill.

Mr. LONGWORTH. The gentleman from Tennessee im his
speech admitted that the tax upon the income received from
real estate was not constitutional.

Mr, KITCHIN. Ob, re. He made an argument esactly to
the contrary and showed that the Supreme Court bad deecided in
the Flint and other corporation tax cases that any income from
any souree, regl estate or etherwise, would be taxable, and le
read the language of the Flint case, in which it declared that
the point made as to the unconsiitutionality of an income (ax
from real estate was not sound, and that we could tax incomes
from real estate of corporations, although the real estate was

not empfoyed in the business st all. That is one of the main
points decided by the Supreme Court. .

ot
£,
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Mr, LONGWORTH, I regret that the gentleman from Ten-
nessee [(AMr. Hure] Is not here, as I sheuld dislike very much to
misrepresent him, but I heard the gentleman guote with ap-
proval the deecision of the Supreme of the Unifed States in the
Zonne case, in which the coort held specifically that a corpora-
tion organized for the purpose of receiving rents from real
estate and distributing them among its stockholders was not do-
ing business within the terms of the act.

Mr. KITCHIN. I beg the gentleman’s pardon. The Supreme
Court does not hald that at all. The Supreme Court declared
in the very case cited by the gentleman from Ohio, the Zonne
case, that a corporation organized for the purpose of owning and
renting real estate weuld be taxable as to its income from such
real estate; but fhat case went off on the point that the cor-
poration had surrendered its corporate powers by amended char-
ter, and had conveyed ifs property to individuoals, and the court
held it was no longer a corporation under the meaning of the
act of 1909, because it had " wholly parted with control and
management of the property "—these are the. words of the
court—of this source of income; that “the corperation had
practically gone out of business with respect to the property
and had disqualified itself by the terms of reorganization from
any activity in connection with if” having conveyed it to Indi-
viduals or trustees, and therefore the individuals or trustees
were holding and renting it, and that the income from sguch real
estate cowld not be taxed as income of a corporation.

Mr. LONGWORTH. I will have to ask the gentleman not to
take up guite so much time,

Mr. KITCHIN. The gentleman from Tennessee [Mr. Huix)
is not here, and I wanted to kKeep the gentieman straight as to
his contention and argument. 1 know the gentleman does not
want {o misrepreseni the gentleman from Tennessee, and would
not do it

Mr. LONGWORTH. Of course not.

Mr. KITCHIN. 1 think the gentleman has not misrepre-
sented himy, but has misconstrued his pesition. .

Mr. PAYNE. Now, the gentleman from North Carolina takes
up more time to apolegize for what he took up before, .

" Mr, KITCHIN. I will yield to the gentleman from Ohio some
of my time, then.

Mr. LONGWORTH. Under the decision quoted with approval

by the gentlempan from Tennessee [Mr. Hurr] it was held that’

a corporation which recelved remts from real estate and dis-
iributed them among its stockholders was not doing bosiness as
cvontemplated by the act. How much more would that be true
of an individual? How could you tax an individuoal under this
act one cent upon his income received from real estate? The
Supreme Court has held specifically that this is not “ business™
when done by a corporation. How much less could §f be con-
strued as “business” in the case of an individual? .

Why, Mr, Chairman, in their own report the majority of this
committee say that idle wealth held by idle persons will escape
taxation under this bill, Neo man can be taxed one cent upon
the income hie receives from & mortgage or & bond or a ground
.rent. I do pot care whether you call it “business” income or
what you call it; that is idle wealth in the hands of idle per-
sons, and is exempt from taxation according to the repori of
the majority.

Now, I had not intended to discuss at this peoint the constitu-
tionality of this bill. Before doing so I want to say a word
about the revenue features of it. The constitutionality of this
bill is not the most impertant question tfo be decided by this
House. If this bill can not raise the revenue made necessary by
the passage of the sugar bill, {t makes little difference whether
it be constitutional or not. If this bill ean not raise over
£20,000,000 revenue why should we pass it, whether it is consti-
tutional or not? I echallenge any gentleman upon that side of
the Houose to show in any way, by any figures, that this bill will
raize at the most as much as $20,000,000 a year. The mere
supposition that there would remaim in this country incomes,
after eliminating the incomes specifically exempted, like those
received from corporations nefting more than $5,000 a- year,
incomes from State, municipal, and county bonds sufficient to
raise this $60,000,000 is utterly and absolutely absurd.

Think of it for a moment, Mr. Chairman. You are forced to
presuppose, and this bill presupposes, that there are in this
country incomes, not including the income of anyome who has
less than $5.000 a year, not including any incomes received from
State, county, and municipal bonds, not including incomes re-
ceived from stock in corporations that net more than 35000 a
year, amounting to the terrific total of $6,000,000,000. - ‘

Mr. KITCHIN. Would it interrupt the gentieman to read
the case that the gentleman cited a litile while ago, or about five
lines of it?

Mr. LONGWORTH. I wiil be glad to do so a litile later,

Mr, YOUNG of Michigan. Will the gentleman permi
gestion right there? . e
Mr. LONGWORTH. Chertainly. = i

Mr, YOUNG of Mlchigan. Has not the gentleman forgotten
one other exception, and a very large one—and that is those in-
comes derived by individuals from corporate stock that he did
pot mention? o

Mr, LONGWORTH. I included in the statement I have just
made incomes received by persons having Investments In stock
of corporations which earn miore than $5,000 a year. I cer-
tainly intended to do so, and think that I did.

To state the proposition in another way: If this bill is ex-
pected to reach incomes amounting to $6,000,000,000 a year we
are forced to suppose that there is wealth in this country not
touched by the corporation iax, not specifically exempied by
this bill, that amounts to $150,000,000,000.

The Immense amount of propetty awned by rallroads, mining
corporations, and the like; all the vast accumulations of wealth
owned by individuals through any form of corporafe organiza-
tion; the total debt of all States, counties, and municipalities;
every dollar’s worth of property owned by any American cltizen
who has a “buosiness” income of less than $5,000 a year—all
these forms of wealth must be eliminated from our ecalenlations
gf ghgd sources from which the fax provided In this bill must be

erived. )

Is the proposition that there still remains $150,000,000,000
worth of property, producing on an average a net income of ¢
Der cent, to be taken geriously?

The last complete census figures I have been able to find
show that the tota] natlenal wealth of this couniry in 1904 was
$107,000.000. The highest iimit that T have heard placed upon
our national wealth to-day is $130,000,000. Bear in mind that
this includes every form of property owned by corporations as
well as individuals, every form of property owned by individualsg
having incomes of less than $5,000 a year as well as those who
are more Prosperous. - =

And yet we are asked by the proponents of this bill to believe
that the tetal svealth that will be reached by it, with all of
its exemptions, esceeds the total wealth of the country by
£30,000,000,600.

The majority of the Ways and Means Committee, in making
their revenue estimate, say in the report:

Due consideration has also o
rience of other countries in rn!gfggn rt::::ue tfrg:': al;gl'{}al: ‘:I;e:be e
- A few moments ago the gentleman from Tennessee [Mr.
Huzrr] sald that the Britisk Income tax produces pearly
$200,000,000 a year. As a maiter of fact, he slightly swelied
the figures. The largest amount ever raised under the British
income-tax law was $180,000,000 a year. But he neglected to
state that the rate in Great Britain is 6 per cent and not 1 per
cent, and that all incomes are taxed which esceed 3800 a yenr
and nof §5,000 a year, as in this bilL

I have taken the pains to calculate the amount that this fax
wonld raise if applied to Great Britain. The gentleman from
Tennessee has told us of the marvelous machinery that Great
Britain has for determining the Incomes of her citizens in such
a way that “ no guilty man may. escape.”

Let us take the case of Great Britain. Let us see what rev-
enne would be produced there under the tax proposed in this
bill. The total incomes of Great Britaln in 1910 from all sources
amounted to £1,000.060,000, in round numbers, or $£35,000,000,000.
Of that one billion, $4G0,000, or about 28 per cent, was income
from real estate; $240,000,000, or 5 per cent, was income from
Government securities, foreign and domestic; and $3,340.000,000,
or 67 per cent, was income from business corporations, pro-
fessions, employments, and so Torth, the sort of income that
this bill seeks fo tax.

The figures are not available to show what deductions can
be made in the Incomes between $S00 and $5,000 in relation to
real estate, but they are available as relates to all other in-
comes in Great Britain., They show that the total income of
persons baving pot less than $800 a year and not over $5,000
a year was $400,000,000. The total income of firms was $i5,-
000,000; of officials, £3.000.000; and employees., $625,000,000,
In addition to this sum of 2105,000,000 we must also deduct the
income from corporations having meore than $£5000 a year.
That amounts to $1,275,000.000, so that there is remaining. of
incomes in Great Britain which would be subject to this tax,
$0060,000,000, on which this tax would -raise a revenue of
$9,600,000 a year. Adding the amount which could reasonably
be expected from the remaining 33 per-cent, including incomes
from real estate and Government securities. we would have
then a total sum upon which this tax could be assessed of
£1.400,000,000, on which this tax would raise a total revenue
of $14,000,000 a year, Can it be reasonably supposed that the
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tax proposed in this bill will raise more than four times as
much here as It would in Great Britain? Merely to state the
proposition fg to show Its absurdity, Mr. Chairman, this
$60,000,000 of revenue is a pipe dream. When we see in the
colored supplements of the papers to-morrow pletures illustrat-
ing Little Nemo’s adventures in Slumberland, we shall not see
anything more absurd than these figures.

ot ock,’”” which, " with eyes of flame

%h;thzmng through the tulgy {?003 and burbled as it came,”
was no more a figment of a vivid imagination than these $60,-
000,000 a year are. [Applause on the Republican side.]

Let us take another example of the utter farcicality of the
astimates of the majority of the Committes on Ways and Means.
If we are to assome that $6,000,000,000 . a year is the income
upon which this tax could be levied, we would have to assume
that the number of individuals having an Income of $10,000 a
year was 1,200,000. Is there anyone that would net laugh if
it was said seriously fo him that there were 1,200,000 people
in this counfry—one-ninetieth or more of our population—who
have incomes of $10.000 a year each? We would have to as-

sume that there are 133,000 people who have an income of

over $39,000 a year; that there are 6,000 American citizens who
have an income of over a million dollars a year, or that there
were §00 persons in this country who had an income of $10,-
000,000 a year.

Mr. POWERS. Mr. Chairman, will the gentleman yield for
a question?

Mr. LONGWORTH. Yes.

Mr. POWERS. If under the terms of thiz bill it will not
raise more revenue than $14,000.000, who is the biill going to
hurt, if passed? ;

Mr. LONGWORTH. Mr. Chairman, I am sorry the gentla-
man does mot apprehend the argunment I am making a little
better than that. I am not talking about who it is going to
huart. I am talking ebout whether it Is golng to help the eoun-
try. I am arguing against the advisability of passing such
legisiation as this to make up a deficit in the revenues of
$60.000,000 a year. :

Mr. POWERS. I would like to ask another guestion, if the
gentleman will yield?

Mr. LONGWORTH. I will tell the gentleman, though, whom
it will hurt. ¥t will hort simply the active, energetic men of this
counfry who by their brains and energy are making a JHvellhood
-for themselves and for their families. It will not hurt any
single idle holder of idle wealth, whether Mr. Carnegie, Mr.
Rackefeller, or Mr. Asfor, or whoever he may be, who is living
on the income of his invested capital. It will not hurt them, if
that is what the gentleman wants ta know.

Mr. POWERS. I am seeking information, and I would like
to have the gentleman’s reasons for faillng to Increase the
excise tax from 1 per cent to 2 per cent. He has based his
argument largely upon the proposition that a tax of 1 per cent
is not sufficient to raise sufficient revenue to justify the bill. I
would like to have some argument produced showing that the
excise tax in ifself is a wrong principle. :

Mr. LONGWORTH. Mr. Chairman, I am coming to that
later, if the gentleman will walt. I ask not to be interrupted
any more for the present, We have proved, and we have
proved beyond the shadow of a doubt, and nobody has denied
it, and nobody is going to deny it, I think, that this bill will not,
even if constitutfonal in every respect, raise over $20,000,000 a
vear. That is on the assumption that the Supreme Court would
uphold the tax on every income that it assumes to impose.
From that sum must be eliminated what will go through the
loopholes of this bill, and there are many loopholes. I shall not
take time to go Infto that question except to ask that gentlemen
read the letter from the Commissioner of Internal Revenue,
which 1s quoted on page 5 of the minority report, and which I
append here. The tables to which Mr. Cabell refers are to be
found in the minority report.

TeEASURY DEPARTMENT,

2 Washington, March 9, ISI12.
Hon. Nicnoras LONGWORTH, gt
House of Representatives, Washington, D. C.

My DraR Mz LoNGwonrTs: Referring to our conversation this morn-
ing relative to the Democratic caucus bill extending the provisions of
the excise-tax 1aw_to all individoals, firms, ete., engaged in business, I
E:tg to tstntn that I bave read this bill with considernble care and great

eres

This office had its first informatlon relative to the bill in the news-
paper reports announcing its adoptlon, and I bave made considerable
efforts to locate any data based on which the receipts from the bill
could be estimated. After making Inguiry from every source that I
conld think of, 1 have reached the conclusion that thers is no very com-
Kehensfve data in existence. | had certain persons who are experienced

work of this nature make estimafes from the data obtafnable as to
the probable tax-producing properties of the bill, without raising a&ny
question as to probable exemptions, exceptions, defects In language, ap-
pareat opportunities afforded to evade the tax, ete. I inclose herein a
memorandum giving a brief synopsis of these estimates,. You wlill note

that the est amount believed possible fo be coliected onder this
measure is §26,500,000 a year. If the bill iz adopted in its present lan-
fﬂﬂse. this possible amount appears certain to be reduced very greatly;
n_my judgment, belew $20,000,000 per annum.

Ay Frlndpa.l criticlsms of the language of the bill would be that the
definition of the word “ persom ™ is not sufficientiy embracive; the lan-
guage would appear to execept trusts, t ees, and associntions, and
then, most fmportant of all, it does not embraee familles. Taken In
connection with a Jater s%taph of the bill, which states that oo per-
=on recefving less than &, need make a return, this definition would
permit 8 man to divide his income, unless it were in the shape of &
salary or something which attached purely fo bimself personsﬂﬁ, nmang
all of the members of his mmuga each receiving less than $4,500, an
0o one of these members would be required to make a return. He him-
self then would only have to report what would be left over and would
be allowed a deduction of $5 from that. 1 am of opinion that this
would afford an open door throogh which probably 25 per cent of the
tax, which would otherwise be collected, would slilg out.

Again, it is provided that the guestion of tax | billt{. or liabilily to
make a return, shall be determined by the deputy collector or esllectors,
and It would appear that a decision fn favor of & taxpayer by a deput
collector woull binding and final, I am of opinion that any prov
gimtx_anch as this would make any law incapable of satisfactory adminis-

ration,

If the proposed measure i3 to be anacted into law, I am of opinion
that provision should be made for each “ person " liable thereunder to
make the return at the close of the ﬁsuityear of the business conducted
by such person rather than at the close of the calendar year.

There are numbers of other matters in _the bill of more or less impor-
tanece that ugpear to be subject to criticism, but ! sm giving you only
what I consider the most vital admlinistrative propositions, oot touching
at all the many interesting and complicated 1}
this pro legislation.

With highest regards, T am, :

Respectfully, B. E. CaBrLL, Commissioner.

Mr, Chairman, I am not prepared to discuss, and I do not
intend to discuss at any length, the constitutiomality of this
measure. I am not prepared to say it is unconstitational in
every respect, though I think a fair argonment conld be made
to show that it is, but I do claim that so much of it as levies
a tax, call it a business tax or by whatever other name you
wish, npon the income derived from real estate or from invested
capital is unconstitutional. The Zonne case, to which the gen-
tleman from North Carolina [Mr. KrrcsiN] referred, was a
case where a corporation originally was chartered for the pur-
pose of improving and holding real estafe and erecting buildings
thereon. Subseguently it leased the property to trustees and
reserved merely the right to collect that income and distribute
it among its stockholders. -

Mr. LITTLETON. The lease ran for 130 years.

Mr. LONGWORTH. Yes; for 130 years. The court held
that that corporation was not doing business in a way that
would bring it under the provisions of the corporation-tax law.
Without going at any length into this question I desire to refer
to a case decided by the Supreme Court of Alabama, which is
precizely in point. That is the case of State v. Anniston Rolling
Mills (125 Ala., 121).

The rolling mill company was organized to manufacture and
deal in fron prodncts, It leased ifs plant to another corpora-
tion. It still collected rent, paid taxes, loaned money, and col-
lected interest, and did certain other things locking to the
preservation of lts property. It was beld by the court not to be
liable to a license tax, upon the theory that if was not doing
business, and the court said:

Not one of the severai acts of the corporation dooe by It in the year
1897, as shown by the record, copstituted a dolng of the business or
any part of the business for which it was created, and were incidents
to the preservation of lis property.

Mr. MADDEN. Would the lessees be liable for the tax in
that case? ,
thMr. LONGWORTH. I do not see how they could be under

is bill.

Mr. LITTLETON. That was an octupation tax by a license.

Mr. LONGWORTH. Yes. I quote it ouly as showing what
a proper definition of the term * business™ is. 1 do not think
that anyone will claim that upder this law the receipt.of in-
come from a ground rent would be taxable. Take a case where
a man leases real estate perpetunally, or for some stated period
under a lease which provides that the lessee ghall pay the
taxes, nssessments, and so forth. Will anyone claim that under
this bill his income from the lease could be taxed? That Is the
kind of investment that many persons make when they retire
from business. It is a form of investment which men leave to
their families,

The income from this sort of investment wonld amount to
many million doilars a year, and under this law such incomes
would be absolutely exempt from taxation. So that If the courts
should hold, as we think they undeubtedly would, that incomes
from real estate and permanent investments can not be taxed
under this bill, a large deduction would have to be made from
even the comparatively paltry sum that any reasonable estimate
will ghow its revenue-producing powers to be. The more care-
fully we examine the figures the more the revenues shrink. It

questions Myolved in

“i8 donbtful whether this bill, after being submitted to the
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scrutiny of the courts, would yield as mueh as $15000000 a
year, and it is not beyond the bounds of reasonable probability
that the whole fabric might fall to the ground,

Mr. MANN. The gentleman speaks of income from real
estate. Did not the Supreme Court hold in the rehearing in
the Tollock case that the same rule was to be applied on income
from real estate as jncome from personal property? At the
reliearing they made no distinetion.

Afr. LONGWORTH. The gentleman is eorrect.

AMr. MAXNN. The question would be in every case whether the
person was transacting business

Mr. LONGWORTH. If he was actnally transacting business
Lhe would probably be tazed under this bill. If he was not
transacting business he could not be taxed under this bill

Mr. MANN. TUnder the corporation-tax case, if he is trans-
acting business he mizht be taxed on his total mcome, whatever
the sources of the income might be. The question, then, is, What
is the transaction of business? Has the gentleman gone info
that? Is collecting interest due bim on a loan, business? Is
living in a howuse, business? Is lving on esarth at all, business?

Mr. LONGWORTH. I puta case to a gentleman on the other
side a few days ago who believed that the receipt of income
from real estate was doing business. He claimed that the open-
ing of an envelope that contained a check constituted a doing
of husiness in real estate.® I put te him this case, “ Supposing
a woman secures a divoree from her husband and is allowed
under the decision of the conrt $10,000 a yesr alimony, is she
to be compelled to pay a tax under this bill for doing busi-
ness; and, if so, what business?” 'The answer was vague.
[Laughter.]

Mr. SHACKLEFORD.
[Laughter.]

Mr. LONGWORTH. At the very best, o~ assuming that this
bill is all that its proponents claim it fs. far as revenue pro-
ducing is concerned, it is foreordained to niflure. And while I
distike to say anything disagreeable er sareastic about any
measure brought in here by my cofleagues of the majority of
the Ways and Means Commitiee, whom I regard and
most highly, I feel absolutely justified in saying that this bill
is a total and absolute fraund.

Mr. CANNON. Yes; but will the gentleman allew me to say
that, admitting that to be true——

Mr. LONGWORTH. And as the gentleman does admit, [
h

Well, the question was vague.

“a good enough Morgan aniil after the election”? [Laughter.]

Mr. LONGWORTH. Without answering the gentleman speei-
fically, I think there is some polities in this bill

Mr. SHACKLEFORD. Is it not likely to be “a good enough
Morgan after the election ” for some who vote against i£?

Mr. LONGWORTH. I would be quite wilting that the only
issue between the two parties should be this bill, If it were, we
wonld oot see the gentleman from Missour! [Mr. SRacELEFORD]
here after the election.

Mr. AYEXANDER. I hope the gentleman wifl not conclude
without answering the question asked by the gentleman from
Kentucky [Mr. Powess].

Mr. LONGWORTH. I am about to comne to that feature of
the discussion, whieh I think I can answer fo the satisfaction
of the gentleman from Missouri [Mr. Arexaxpee]. While the
majority say this measure is not on its face an lpcome tax. the
whole burden of their argument is to prove that it is ome in
effect. and that it will lead up to a perhaps more carefully
considersd income-tax laow so soon as the necessary number of
States shall have ratified the constitutional amendment sub-
mitted to them by the last Congress.

But what kind of an income tax do they mean? For what
sort of a law can this be regzarded as a precedent? Is it the
intention of the majority to pass a law which shall exempt
from any share in the taxation 95 per cent of the American
pecple and incinde in that exemption the rich, who live o idle
ness upen their income from invested property? Is it intended
that only these wha are using their epergies and brains shall
pay the tax and that the drones and the idlers go free?

Mr. SHACELEFORD. Mr. Chairman, I would Hke te ask
the gentleman if that is nol precisely what the Payne-Aldrich
bill did with reference to the corporations?

Mr. LONGWORTH. XNot at all. There are very few corpors-
tions worth considering which have an income less than 35,000
a year, as the returns show; but there are thousands of people
in this country who have incomes of less than £5000 a year.
Now, I am coming to that precise peint in just a moment.

Mr. BARTLETT. Will yon allow me a question?

ope.
Mr. CANNON. I think so. But take the other side of the |
House—the majority—do you not think that fhey think it Is |

Mr. LONGWORTH. The gentleman will pardon me for a
moment. I am going to speak first abont the precedent for the
exemption of incomes, and then I wili be giad to yield

This bill exempts incomes of $5,000 & year and undsr. Gen-
tlemen speak with praise of the income fax In Great Britain
and of its fairness and effectiveness in that and other cooniries
in producing revenue. There is not another eivilized country
in the world, Mr. Chairman, that exempis incomes of more
than $2.000 a year.

In Australia the exempticn is $1,000; in Great Britsin, $500;
in Germany, $750; in India, §666; in Denmark, $214; in Japan,
$150; and in Switzerfand, which many speak of as the ideal *
Republic, the exempiion is $120 a year. In other words; it has
been fourd just in those countries which have tried the income
tax that a falr share of the pepulation shoul@ be ealled npon to
pay it In my jndzment, an exemption ag high as §5000 is
essentlally unrepublican and undemoccratie. ¥ believe that the
mase of the pecple in any Republié, or a large portion of them
at least, shonld have a direct interest in keeping down the ex-
pendilures of their Government. I do not mean to say that I
believe that the small man should pay as mueh as the big man,
even proportiomately. I would tax those who receive large in-
comes at a higher rate than those who recelve smsl! incomes,
but I would not exempt incomes of a reasonable size from all
taxation whatever. In my judgment, an exemption of as high'
as $5,000 a year is essentially class legislation. ’

Mr, LITTLETON. T would like to ask a question for infor-
mation. Did you find out how many corporatiens there were
that- did not report umder the corperation act? I could not
find out

Mr. LONGWORTH. Under our corporation tax?

Mr. LTTTLETON. Yes. =

Mr. LONGWORTH. No; bat I think it is believed that prac-
tically every corporation of sny size made report. The total
of veports last year showed an income of $3,338,000,000, if
rightly remember. :

Mr, LITTLETON. They paid on that?

Mr. LONGWORTH. The tax cellected was something over
$29,000,000, showing that those not ftaxed were corporations
that were exempt for one reason or another, either for holding
real estate or heving incomes less than $5000. The amount
was relatively insignificant. .

But gentlemen say that a high exemptien will be “ popular.”
Of course, the higher you put the exemption, the more popular
the tax will be. : !

Any tax is always popular with those who do not have to pay
it, and it is unpopular in p certain sense with those who de
have to pay it. Baut, following the logic of that argument, it
would be wiser and more popular to exempt incoimes of $10.000
a year, or $15000 a wear, and so en up. But that is ppf the
Eind of popularity that a sfatesman should seek to atftain for
an ineaome tax or any other tax. The test should be not popu-
larity, but falrness. 1 do not believe that the average American.
citizen objects to paying his fair share eof the burden of sup-
porting his Governmeat. He dees not ask to be entirely ex-
empted. He simply asks fo be fairly treated. He does not ask
for charity: he asks for a square deal.

Now, there is another feature of this bill to which I have as
serious cbjectior as I have to the size of the exemption, and
that is the guality of the exemption. I mean the proposition
that energy and enterprise are to be taxed and that idleness is
to go free. In many enlichtened countries a substantial dis-
tinetion is made between enrhed and wnearned ifncomes. In
Great Britain professional incomes, incomes that are earned by
activity, pay a tax 25 per cent less than uonearned incomes or
ineomes derived from invested property.

In Australin the difference is even greater. I find that in
Awpsiralia the {axation on incomes derived from * personal ex-
ertions” is only one-half that on incomes derived from irnvest-
ments. That is a proper aod just distinction, and should be
made in apy income fax law, in my judgment. The man who
earns hig income by the exercize of his brains or by the sweat
of his brow is all the time exhausting his ecapital. In the na-
ture of things his earning eapaeciiy is limited by the fund of
energy upow which he must draw, and at some time or other
that fund must become depleted and eventusily entirely ex-
havsted. On itbe ptber band, the man whose income is derived
from properiy; comes to him withont any evergy or activiiy on
bis part, and does not impair his capital, which in some cases
not only does not decrease, but increases in value. H Is not fair
that he should not pay more from his annual income than his
neighbor, whaose 1ing power may be soon exhansted.

This bill adopts precizely the opposite poliey. Net only does
it not distinguish in favor of the earmer, 28 agiinst the idler,
But it actually penalizes him. It taxes the earner and lets thea
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idler go free. TUnder this bill not a cent of tax could be col-
lected from a man who bas inherited property and lives on the
income derived from it. Not a ceut of tax could be collected
from the man who has retired from business and is living on
the income from his invested gains,

What can be sald in faver of a tax law which lets tlie Rocke-
fellers and the Carnegies and the Astors go free, but which
taxes the man who in the full matority of his powers is devot-
ing his best energies to the service of his Government, like, for
ipstance, the honored Speaker of this House; which taxes the
men who are devoting their lives to the preservation of the
integrity and honor of their country, like the officers of the
Army and Navy; which taxes the lawyer and the physician and
the clergyman and every man who is earning his bread by his
brains or the sweat of his brow? !

I see no justification for the passage, either as a revenue
measure or for any other purpose, of a law ‘which makes such
unjust discriminations as does this bill.

I am gpposed to this bill, and I am opposed to any proposi-
tion for which it might be rezarded as a legitimate precedent.
If we are to have an income tax, let us have one that is
modeled—— =

The CHAIRMAN, The time of the gentleman has expired.

Mr. PAYNE. Mr. Chairman, I yield the gentleman five
minutes’ additional time. ;

The CHAIRMAN. The geutleman from Obio [Mr. Love-
worTH] Is recognized for five minutes more.

Mr. LONGWORTH. If we are to bhave an income tax, Mr.
Chalrman, let us have one that is modeled on the laws of other
countries, where it is an integral part of their revenue system,
and where it has been shown by experience to be fair and just.
Let us in the meantime oppose such measures as this, invented
upon the spur of the moment, brought In for political reasons
only, evidenfly not effective to carry out the purposes for which
it was Intended, and which from any point of view is unjust,
onfair, and ineqaitable. [Applause on the Republican side.}

Mr. Chairman, I yield back the balance of my time, and ask
unanimous consent to be allowed to extend my remarks in the
REeCORD. '

The CHAIRMAN, The gentleman from Ohio [Mr. Loxa-
worTH] asks unanimous consent to extend his remarks in the
Ricorn. Is there objection?

There was no objection.

" Mr. UNDERWOOD. Mr. Chairman, T yield 20 minutes to the
gentleman from Missouri [Mr. DickiNsox].

Mr. DICKINSON, Mr, Chairman, it was not my purpose to
sgpeak so early on this bill, but opportunity having been given me

by the majority leader [Mr. Unpeswoon] to speak this afternoon’

rather than later in the debatfe, T desire to say that I am heartily
in favor of this bill, which seeks " to extend the special excise
tax now levied with respect to doing business by corporations to
persons, go that every person, firm, or coparinership residing in
the United States, any Territery thereof, or in Alaska or the
District of Columbia shall be subject to pay annually a special
eleise tax with respect to the carrying on or dolng business by
such person, equivalent o 1 per cent upon the entire net In-
come over and abave £5,000 received by such person from all
sgurces during each year,” and I hope that the hill will be
permitted to become a law and that it will stand the test in
the couris, and that before very long the general income fax
amendment will be adopted and a general income tax become
a part of the law of the land, 2

In okderly sociely, secured by well-organized government and
just laws, peculiar benefits come to those possessed of large
means and Incomes flowing therefrom. The peculiar benefits
that government secures to wealth are in addition to those bene-
fits that are common to all the people, who are supposed to
enjoy under the Iaw equal protection as to life, liberty, and pur-
suit of happlmess. (reat property Interests are especially
favored, and a large propertion of the expenses of government
is for the protection of property owned and controlled by the
wealthier classes, who invest their surplus means at home and
abroad, understanding that the strong arm of the Government
will be used to protect their properiy interests and investments
wherever sitoate, and it is not gnreasonable to insist that a fair
share of the burdens of government shall be borne by the
wealth of the country, and a moderate tax levied upon large
incomes is both fair and just, and should be paid without com-
plaint by those who reap and enjoy the greatest benefits of
goverument., ” E

Tkhis country stands almost alone among the so-called civil-
ized nations in failing to tax incomes for the support of the
Government. - In the year 1808—and I have not before me later
figures—the amount of income tax collected was, in round
numbers, $413,000,000. In this respect England stands at the

head of the list with $165,000,000. Other countries stood as
follows: :

€38, 009, 000
50, 060, 000

Agstrin - oo
Holland, India, Norway, each nearly

Engiand reached the sum of $180.000.000. However, it seems
the per cent was greater, and levied upon sums exceeding a
smaller amount, than named in this bill—so moderate in its
exactions that none ought to complain.

In 1865 corporations paid .more than one-eighth of the whole
Income tax, under the last existing income-tax law of tie
United States, which was repealed nearly 40 years ago.

In 1910 a 1 per cent tax on corporations yielded $27,000,000.

If the proportion between individual and corporate swealth

Later, the amount of revenues raised by tax on incomes in
were substantially the same now as then, a Federal income tax
of 1 per cent might be expected to yield $200,000,000. Yet I
doubt the proportion being the same In 1910 and now as in
1868, corporations having multiplied more rapidly inlater years.

Hew enormous is the wealth of this country, and untased for
support of the Federal Government, and more than half of this
wealth owned by a very small per cent of the population of the
country enjoying large incomes free from taxation for Federal
purposes. -

The advocates of a general income tax have hoped that the
day was not far distant when three-fourths of the States of
the Union would ratify the proposed income-tax resolntion,

_thereby amending the Constitution of the United States so that

a law might be enacted by Congress whereby a general income
tax might become the law of the land and whereby the burdens
of taxation would be more evenly distributed. With a changed
attitude on the part of the President toward income-tax legisla-
tion in time of peace, the adoption by the States of the income-
tax amendment Is disconraged by the very utterances of the
President, finding active response among the leaders of his
party in the several States, even going so far as to attempt to
reverse the prior action of the State of New York, the wealthiest
of all the States, and thereby, if successful, to prevent, possibly,
any further progress toward the amendment of the Constitution
of the Unpited States for income-tax purposes.
I will quote a press dispatch:

BESCINDS [NCOME-TAX VOTE—NEW YORK ASSEMBLY XNOW REVERSES
APPROVAL OF A YEAR AGO.

ALBaxY, N. Y., Xarch 3. -

The assembly tp-da'r. by & voie of 85 to 58, passed the Hinmen bill,
E.cqgggllgx New York State's action of last year advocating a Federal

f :
we%mmgc‘srsli?‘!};vggg:e&gh ;rs:posednt i gﬁﬂ%ﬁ?ﬁoﬂegn&gﬁdﬁgﬁgmm

It takes three-fourths of the States of the Union, acting
through thelr legislatures, to amend the Federal Constitution.
Progress had so far been made in the States toward the adep-
tion of this income-tax amendment that it required afirmative
action of only 5 more States prior to the admission of Arizona
and New Mexico into the Union of States, and by reason of their
admission into the Union at this time it will now require 6 more
States to ratify this amendment before it can be adopted as a
part of the Constitution of the United States. Prior to their
admission there were 46 States, and it was necessary that 35
States adopt the amendment in order to have the necessary
three-fourths. The legislatures of 30 Stafes have acted affirma-
tively. Sixteen States had either rejected the amendment or
had failed to act. Mexico and Arizoua admitted into the
Union iucreases the number of States to 48 and increases the
number of States which have not adopted the amendment to
18. Thirty-six Stafes now constitute three-fourths of all the
States. If 6 of these 18 States shall ratify the amendment, it
will make the necessary three-fourths of 48, or 26 to 12.

The adoption of this constitutional amendment would hasten
the beginning of a new fiscal policy—a policy of gradual redue-
tion of tarif taxation made possible by resorting to income
taxation. It will end the high protective-tariff system of this
country and give to the people lower tariff laws and ultimately
a tariff for revenue only—the goal of Demoeratie effort—and
the couniry will readily understand why the highly protected
interests segk to defeat income-tax legislation, and why Re-
publican advocates of the high protection poiicy join hands with
gpecial Interests In their efforts to postpone the day of the adop-
tlon of a general income-tax law as a permanent part of our
fiscal policy. -

The President of the United States, by his more recent utter-
ances, lends his great voice and the influence of his admninisira-
tion to the delay In the adeption of this constitutional amend-
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ment. Such is the action of those who control the policles of
the Republican Party. A large standing Army on land, and a
fleet of monster battlements plow the waters of the seas, all in
time of peace, costing annually hundreds of millions of dollars,
to protect the properity and wealth of those who would swell the
annual appropriations for their protection, and yet not willing
to bear a reasonable income tax in time of peace—this Re-
public standing alone of the clvilized natlons of the world in
avoiding the levying an income tax.

We are preparing for war in time of peace, and why should
not this annual burden of preparation for war be borne in part
bg- tho,se?who admittedly shounld help bear the burden in time
of peace

The Democratic Party, now in control of the House of Repre-
sentatives, wearied with long waiting, anxious to hasten the
day for lower taxation, anxious to make an honest effort to
balance the weight of taxation on consnmers of the country,
who have herefofore borne all the burdens of taxation, sesks
now to so extend the present corporation tax to persons, firms,
and coparinerships that there may shortly be raised revenue
from large incomes, while at the same time an effort is made to
give cheaper sugar to all consumers of this great necessity
that enters Into the daily consumption of every household in the
land. And this income tax should not be opposged as class legis-
lation, but rather indorsed as an effort to equalize the burdens
of Government. . Y

I have called attention to the recent action of the New York
Assembly, seeking to reverse the prior action of the legislature
of that State in 1911 in adopting the income-tax amendment. I
desire to say in this connection that when the State of New
York, in 1911, ratified that amendment, the legislature was
Democratic, and that the present assembly, or lower, house, of
the legislature of that State is Republiean, and one of its first
acts was the introduction of a resclution secking to reseind the
former acfion by a Democratic legisiature. It has been under-
stood that a vote against ratification does not preclude a ratifi-
cation at a Jater date, but that a vote in favor of ratification is
finnl and ean mot be recalled or rescinded; and that there is no
limit upon the period within which an amendment to the Con-
stitutlon may be ratified, and that it is beyond the power of
Congress to recall an amendment which has once been sub-
mitted to the States.

As against this doctrine that a vwpte In favor of ratification is
final, and can not be recalled or rescinded, in January, 1912, a
concaurrent resolution rescinding the action of the New York
Legislature of 1811 in ratifying the proposed income-tax amend-
ment to the Federal Cpnstitution was introduced by Assembly-
man Hinman, chairman of the judiciary committee, It asked
the Federal Secretary of State to return the copy of last year's
resolution now on file in Washington, and recites, that as the
amendment has not been ratified by three-foarths of the States,
it has not become part of the Constitution. The resolution de-
clares there is no-emergency calling for the immediate passage
of the proposed amendment. Mr. Hinman says that an investi-
gation of precedents for rescinding of action reveals the fact
that there has never been a real test in conrt

On March 6 the Hinman resolufion rescinding New York
State’s approval of the Federal income-tax resolution was re-
ported favorably by the assembly judiciary committee, and Mr.
Hinman issned a statement saying that there was no precedent
against rescinding which can be said to have determined that
a State has no such right—and further sayzs Congress can not
decide this question, nor can the secretary of state, by the
adoption of a resolution, declare that New York has irrevocably
given its assent or by any kind of promeulgation, that it is not
a politieal question but a-judicial one for the court. Such is the
recent utterance of this Republican leader in the Republican
Assembly of the State of New York., And on March 13—ihree
days ago—the Hinman resolufion passed the assembly by a vote
of 85 Lo 58,

Mr., BARTLETT. Will my friend permit an interruption?

Mr. DICKINSON. Yes

Mr. BARTLETT. The gentleman doubtless reealls the his-
torical Tact that when thqﬁ:gteenth and fifteenth amendments
were up for ratification b e States, the States of Ohio and
New Jersey ratifled the amendments and- then withdrew that
ratifieation, and the Secretary of State and Congress refused fo
recognize such later action of the legislatures of the two States.
* Mr. DICKINSON. Mr. Chairman, I am familiar in part with
that history. I recollect when I came here, nearly two years
ago, being over in the other body and listening to a distin-
guished Senator, now an ex-Sengfor, from Mississippi, Senator
Money, fn an address before the Senafe, in which he referred
to that fact while discussing a joint resolution directing the
Attorney General to submit to the Supreme Court all informa-

tion avaflable bearing on the validity of the fourteenfh amend-
ment to the Constitution of the United States, seeking to test
whether the fourteenth amendment was adopted aceording to
the reguirements of the Constitution and whether or not this is
a judicial question. By the action of the New York Assembly
they seek to bring that guestion snew before the courts of the
land for the purpose of taking New York out of the list of those
States that have ratified the income-tax amendment.

Bo, while the party of which I am an humble member is
seeking, with a percentage of the Republicans of the country, to
bress forward the emactment of an income-tax amendment and
to secure the ratification of this amendment by three-fourths of
the States of this Union, an effort is being made in at least one-
State, the wealthiest of all, fo recede from that position, thereby,
if successful, retarding and delaying the time, if not preventing
the time from ever coming, when an income-tax-amendment
ll'ez-'.t:"lut:lm1 shall become a part of the fundamental law of the
and,

There are to4sy in this counfry two great contending fo‘rces,
fhe masses on the one hand, the overwhelming majority of the
Deople, who are pressing forward the thought that an income-
tax ought to be a part of the law of this Republie, as in all
other of the most civilized countries of the world; bot the
thought bhas been In my mind, and doubiless in the minds of
some of you at least, that the time, perhaps, is far distant when
three-fourths of the States possibly will ratify this amendment
to the end that it will become a part of the Constitution of the
United States. When they do, then litigation will come, and
the question raised in New York may be before the courts for
Jjudicial determination. The gquestion is even suggesied In a
letter that I receiyed this morning from the Secretary of State,
when I inguired as to the number of States and the names of
those that had ratified this amendment. I have here his letter
naming 29 States, out of which the State of Kentucky is leff, on
the idea that there is some doubt about its having legally
adopted It

Mr. WITHERSPOON. Kentucky or New York?

Mr. DICKINSON. Kentucky. The guestion arose, with which
this House is somewhat familiar, that in the State of Arkansas
the governor saw fit to veto the action of the legislature; though
I will say that in the list furnished me by the Secretary of
State the State of Arkansas is included as one of the 29 States.
I do not believe that any lawyer in this body has any reasonable
doubt but that the action of the legisiature is the final and only
necessary action reguired for the purpose of ratifying the
income-tax amendment or other amendment to the Constitution
and not subject to the veto of the governor. -

If the President of these United States has less interest in
the adoption of an income-tax amendment to the Constitution
than he had prior to his election, it is a source of regref: but
it 1s significant that only a few months ago he declared that
he does not favor ‘the enactment of an income tax except for
raising revenue in time of war; that be is opposed to the col-
lection of an income tax in time of peace. In this position the
President is not In accord with the majority sentiment of the
country. ] .

Mr. TOWNER. Will the gentleman

Mr. DICKINSON. I will,

Mr. TOWNER. I shonld like to ask the gentleman to give his
fdea as to what would likely be the effect upon the States that
have not.yet ratified the constitutional amendment should
Congress pass the law which iz now under consideration?

Mr. DICKINSON. What would be the legal effect?

Mr. TOWNER. No; what wanld be the likely effect on the
States that have not yet acted?

Mr. DICKINSON. I was about to reach that question. I
thank the gentleman for asking it. I was about to congratulafe
the majority members of the Ways and Means Committee for
having brought forward this measure at this time when the
couniry is becoming wearied by reason of the faet that the
general income-tax amendment proposition is lagging because
of inaction on the pari of some of the States. [Applanse on the
Democratie side.] I have reached the conclusion in my own
mind that the action of this House and of this Cengress in
pressing forward as far as they can, by reason of the limita-
tions resulting from the decision of the Supreme Court, and
attempting to extend the excise tax to persons as well as
corporations, will renew again the interest of all the-people
favoring a general income tax, and will tend to quicker action
in the several States that have not' yet acted, to the end that a
sufficient number of them will more speedily, throngh their
legisiatures, ratify this amendment, so that three-fourths wil
ratify more quickly than if this Congress chowed bo interest
in pressing forward in favor of levying taxes upon incomes.
[Applause on the Democratic side.]

yield for a question?
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I believe that the action of Congress en this bill will quicken
the interest of the people everywhera, and a renewed demand
will be made for an early ratification of the general income-tax
amendment, sp that the large incomes from every source may be
reached, some of which ¢an not be reached by this proposed law,
by reason of the decision of the Supreme Court of the United
. States declaring unconstitutional o general income-tax law.

Afr. TOWNER. If the gentleman will permit me——

Mr. DICKINSON. 1 wili yield to the gentleman,

Mr. TOWNER. Does not the gentleman think that really
encouraging progress is being made when he realizes that dor-
ing the year 1910 nine Stafes ratified, and during the year 1911
20 or 21 more States have ratified that constitutional amend-
ment? Does not the gentleman think it i3 commendable prog-
ress in that direction? I

Mr. DICKINBON. Yes; we are making progress; buf I have
always believed that the progress toward the end would be so
slow, the opposition in severa] States wonld be so strong, that it

might take & longer time to gain the last half dozen States than
it did fo gain the 20 that have ratified it. I have believed that
by reason of the opposition of the great interests, and those in
high authority losing their interest in favor of the enactment of
the proposed income-tax amendment, that the delay would be
increased. T want to say here, from the history of this preseot
Iaw now upon the statute books, that it was understead that the
corporation-tax law was brought forward and enacted into law
primarily for the purpose of defeating the general income-tax
law sought by Democrats to be enacted at that time, and T shali
print with my- remarks a partial bistory of the passage of
Said law.

Sach were the utferances of a distinguished leader in the
Senate of the United States when this was being discussed;
such was the frank admission of Republican leaders at that
time.

Mr. BOWMAN. Bot this bill was not brought forward for
that purpose?

Mr. DICKINSON. I am talking about the law now on fhe
statute books, the corporation-tax law, which we are seeking to
extend to persons. A law passed as a temporary measure,
with the hope of ifs advoeates that it would be adandoned after
a brief while, though stated by others at the time that if this
corporation-tax law went on the statute books, it was there to
siay. The action of the Democratic Party in this House em-
phasizes the thought that it will not be abandoned, but that the
law will be extended by levying a tax upen the net incomes
over $5,000 of persons, as well as corporations, and remain
as the law, at least, until a general income tax can be enacted.
We -ars pressing forward here and before the couniry the idea
that the Democratic Party is in favor of taxing large incomes,
and this legislation is brought forward now because a geperal
income-tax law has not been ratified by a sufficlent number of
States, and the tax sought to be taken off of sugar is sooght to
be put on incomes—taken off of the stomachs of the people and
placed on Iarge incomes, and easily paid.

Mr, CAMPBELL. Will the gentleman yield?

AMr. DICKINSON. I do yleld.

Mr. CAMPBELL. Does the gentleman find any opposition in
his State to the levying of an Income tax, either upon corpora-
tions or individuals, by the General Government?

Mr. DICKINSON. I suppose there is opposition in every
State, but my views are so well known on the subject of {ncome
taxes that no ope has seen fit to express this opposition to me.
There are always those who do not want to pay taxes. Nobody
is anxious to pay taxes. Those enjoying large incomes, as a
rule, doubtless prefer exemption from taxation and that the
‘burden be upon consumers, but those who enjoy the protection
of the Government and jusit Taws should be willing to pay
reasonable taxes, whether by reason of the property they own
or by reason of protection of life and liberty.

Mr. CAMPBELL:. I have had much objection along this line,
if the gentleman will permit me. There is a great demand in
our State for improvement in rcads and for pensions and all
that sort of thing, and all sources of taxation are being re-
sorted to that are possible. They have protested against the
corporation tax and against our appropriating an income tax.
They want to levy that incoime tax for the State as a source of
revenue. .

Mr. DICKINSON. That.may be true in a measure in the
State of Kansas, but I do not believe there is very much differ-
ence on this subject between your State and mine. Both Mis-
souri and Kansas have ratified the general income-tax amend-
ment, and I believe that the Iarge majority of the people in
both States favor the levying of an income tax upon both cor
Porations and persons by the General Government,

-
N

Those who seek to avoid a Federal income tax by appealing
to the States to reserve to themselves the exclusive right of in-
come taxation know full well how easily those enjoying large
incomes ecan escape State taxation, and know that the Fed-
eral Government would have a distinét advantage in that, the
tax being uniform throughout the United States, there would
be no escape from it by moving from one State te another, and
a collection of it be more thorough and efficient ; and so much of
the business of importance transcends States lines that collee-
tion from such business would be more effective by the General
Government, which Is now compelled to Tely almost exclusively
apon customs and excises for its revenues. It needs income
taxes if it would reduce excessive custom duties and mere
equally distribute the burdens of taxation. The appeal to the
Btates is a selfish appeal by those seeking to avoid all taxation
of such wealth as they can place beyond the reach of the tax
collector.

The Democratic Party favors & general income-tax law, as
shown by its national platform and by the record of its repre-
sentatives here and elsewhere,

I have spoken of the changed attitude of President Taft re-_
garding a general Income tax, which logically would interfere
with high-tariff laws., When Mr. Taft accepted the nomination
for President, he declared his belief that an income tax prop-
erly drawn would be declared constitutional by the Supreme
Court of the United States and that ip his judgment an amend-
ment to the Constitution for an income tax was not necessary.

We sincerely hope that this bill, proposed by the Democratic
majority of the Ways and Means Committee and indorsed by
the Democratic caueus, will be passed by so larze a majority
vote in both Houses of the Congress that the President will
sigu the bill, so that it may become a law.

In the magazine known as The Outlook, in its issne of Decem-
ber 2, 1911, appears an authorized interview with President
Taft, given out at the Virginia Hot Springs, where he had gone
for a rest after his notable tour of the West, lasting “ 49 days,
with 208 speeches to his credit.”” In this interview Presldent
Taft was asked the following question:

Now that you have launched your project for a constitutional amend-

ment, you probably bave in mind some r form of general
Income fax to recommend to Congress when it is free to act?

To which guestion he replied:

In a way; yes. 1 belleve, on principle, In a general Income tax. Tha
only good arguments against it are that It i= inguisitorial and that it
offers a temptation to perjury. Bot I w not resort to the ordinary
fncome tax except In an emergency like war, when I would have It
graduated, so that those citizens who had most at stake should bear a
dingly large share of the burden of the common defense. In
time of peace I would avofd temptation to perju.rfﬂ and would confine
the Government to taxes that do not Involve such {nguisttorial methods
in their colliection.

Fresh in the recollectlon of the Amerlean public is another
and far different utterance by Mr. Taft when asking for the
confidence and suffrages of the Amerlcan people in the presi-
dential eampalgn of 1908. After his nomination for President
by the Republican national convention, Jume 18, 1808, which
made no mention of the income iax In its platform, the Demo-
eratie national convention, held at Denver in July, 1908, adopted
the following plank: .

We favor an income tax as part of our revenne system, and we urge
the submission of & _constltutional ameudmen!"_ﬁx‘peclﬂcauy authorizing
Congress to levy and collect a tax upon individual and corporate in-
comes, to the end that wealth may bear {ts proportionate share of the
burdens of the Federa! Government.

In his speech of acceptance at Cincinnati, July 28, 1908, Pres!-
dent Taft expressed the same idea as follows:

The Democratic platform demands two constitutional smendments,
one Fo?mng for an income tax and the-other for an election of -
Eenators by the people. In my judgment &n amendment to the Con-
etitation for an income tax i3 not necessary. I believe that an income
tax, when the protective system of customs shall not furnish incoma
enongh for governmental needs, can and should be devised which,

under the decisions of the Supreme Court, will conform to tbe Con-
stitution.

This was his utterance before election, speaking to the Amer-
iean people.

In his inaugural address, however, President Taft made the
following recommendation: )

Should it be imposzible to do so (secure sufficlent revenme) from
import duties. mew kinds of taxation must be adopted, and among
these I recommend & graduated inheritance tax as correct in principle
and as certain and easy of collection.

It was in accordance with this recommendation that the
Ways and Means Committee reported an inheritance-tax law
as part of the Payne tariff bill, and thizs was subsequently
passed by the House and sent to the Senate for concurrence,
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On June 16, 1909, President Taft transmitted a special mes-
sage to Congress from which the following is an extract:

I recommend a graduated-inheritance tax as correct {n prineiple
and as certain and easy of collection. The House of Representatives
has adopted the sugicszion. and has provided in the bill {t passed for
the collectlon of such a tax. In the Senate the action of its Finance
Committee and the course of debate indicate that it may not agree
to this provicion, and it is now propesed to make up the defleit by
the imposition of a general-income tax in form and substance of
elmost exactly the same character as that which, in the case of
Polleck c. the Farmers" Loan & Trust Co. (157 U. 8., 429), was held
by the Supreme Court to be a direct tax, and therefore Dot within the
power of tbe General Government to Impose unless spporticned among
the States according to their population.

The decision in the Pollock ecase 1eft power in_the Natlonal Govern-
ment to levy an excise tax which sccomplished the same purpose 85 a
corporation income tax. Lot Is free from certaln objections urged to the
proposed Income-tax measure. 1 therefore recommedd an amendment
to the tariff bill imposing upon all eorporations and joint.stock com-
g:gles for profit, exce national bapks (otherwise taxed), savings

ks, and bullding and loan essocintions, an excize tax measured by 2
per cent on the net [pcome of such corporations. This is an excise tax
upor the privilege of dolng business as an artificlal entity and of free-
d;:mk.from a general partnership llability enjoyed by those who own
stoc

"As a result of this special message the present corperation-
tax law was enacted, which provides for a tax rate of 1 per
ceut levied on the pet income of certain corporations, as follows:

An act to provide revenue, equalize duties, and eocourage the.in-
dustries of the United States, and for other purposes, prm’ldeﬁ that cer-
tain corporations, joint-stock companles, a insurance companies
should be subject to pay amnually a special exelse tax with r t to
carrying on or doing business by such eorporation, iuint-s:ock company
or associatlon, or Insurance company egulvaleat to 1 per cent upon the
entire net income over and above §5, recelved by It from all sources
during such year. .

I desire and ask leave to insert here as a part of my remarks
an exiract from Kennan's work on-Income Taxation, com-
mencing on page 279 and ending on page 282 of zaid work:

Early in the history of the Payne tariff bill Senator BalLgy, of Texas,
introduced an amendment which provided for a general income tax.
This amendment followed very closely the income-tax law of 1894,
‘except that It provided for o fixed rate of 3 pey cent on all incomes in
excess of $5,000, and contained specinl provisions for a corporation tax,
an inkeritance tax, and a tax on gifts, devises, and bequests.

At the same time Semator CuMMINS, of Jowa, presented an smend-
ment proposicg & graduated tax upon ail incomes over $5,000 a year.
The scale of rates propozed by him was as follows:

On incomes not exceeding $10,000, 2 per cent.

. Oo jncomes not exceeding $20.000, 2§ per cent.

On Incomes not exceeding £40,000, per cent.

On Incomes not excesding $60,000, 33 per cent.

On Incomes not exceeding $80.000, 4 per cent.

On incomes pot exceeding $100,000, 5 per cent.

On incomes of more than $100,000, 6 per cent.

These two amendments were cventually conselldated, mainly In the
form of the Bailey bill, and strenuous eforts were made to sccure the
adoption of the “Balley-Cummins amendment” Lefore proceeding to re-
vise the tarif. It was urged that If there was a prospect of ralsing
$150,000,000 or $200,000,000 by a tax on incomes much larger redme-
tions could be made In th2 tarif schedules. The Republican leaders,
however, took alarm at this ({olan 28 involving & menace to the whole
protective system, and succeeded in postponing action on the income-tax
amendments untll the revision of the tariff should ke completed and the
amount of the resolting deficit definitely known,

The position taken by the administration forces of the Senate is
shown by the following colloquy which occurred June 28, 1809, between
Senator Clay, of Georgia, and Senator Aldrich, of Rhode Island :

“ Mrp. Cray. T want to ask the Senator a question. If we are to ralse
£50,000,000 per year by a tax on corporation dividends, does the Senator
think that such a tax iz a viclous assaglt upon the protective system;
and, second, If this bill as It stands will produce emough revenme to
support the Government and we adogt the corporation tax ralsing
$50,000,000, does not the Senator think we ought to take up some of
the other schedules agnd reduce the duty [o proportion to the amount
that we raise by the corporation tax?

* Mr. AvpricH. Does the Sepator from Georgia want an answer?

“ Mr, Cray. I would not have asked the guestion if I did not.

“ Mr. Avpaicw. [ shall vote for the corporation tax as a means to
defent the income fax.

“Mr. Cray. [ think that Is an honest statement.

“Mr. AvpnicH. ] will be perfectly frank with the Senator In that

respect. I shall vote for it for another reasen. Tha statement which
I made shows a deficit for this year and for pext year. This year I
estimated £09,000.000. It wil be $60,000,000. And mext year I esti-

mate a deficit of $45,000,000. 1 am willing that that deficit shall be
taken care of by & corporation tax. That corporation tax, however, at
the end of two years, if my estimate shonld be correct, should be te-
duced to a nominal amount or repeéaled. It ean le reduced to &8 momli-
nal amount, and the feature of the corporatien tax that commends it
to many Senators and n great many other people is that the cor?ora.
tion fax, if It is adopted, will certzinly be very larzely reduced, i not
repealed at the end of two years.

“So0 I am willing to accept & proposition of thls kind for the pur-
pose of avoiding what to my mind Is a groat evil and the impesition of
& tax in time of peace when there is no emergency, a tax which Is sure
in the end to destroy the tective system.”

80 you will understand that the corporation-tax Jaw was
brought forward and eracted into law primarily for the pur-
‘pose of defeating a general income tax, and President Taft
readily assented to this proposition, and then only te be aban-
doned after a brief while, the main purpose being to de noth-
ing that would interfere with high tariff laws.

A different view as to the probable permanency of the law was enter-
tained by Senator Flint of California, who said:

e e amendment is adoptdd by Congress It will remaln perma-
nently on the statute books until such time as the people of this coun-

try, through their legislatures, shall ratify the constitutional amend-
ment, and then there wlll be added to It an Income tax.” 2
Senator Roor of New York, in his speech advocating the passage of
the corporation-itax emendment, expressed himself as follows: ’
“ Gentlemen may say I am for the corporation tax to beat the Ineome

tax. I care not. I am for the corporation tax because I think it s
better policy, better gattintism higher wisdom than the general income
tax at this time and vader these circumstances. 1 wish to beat the

income-tax provision beczuse I think it is unwise, and I wish to pass
_the corporation-tax provision becanse 1 think it is wise”

These extracts will, perhg&:s. sufiice to show that the corporation tax
Was not proposed and passed as an important and desirable addition to
oar ﬁs_caf system ; nor was any attempt made to jostify it from an eco-
nomie or sclentific standpoinf. The avowed purpose of Its advocates
was to defeat the general income tax and Incidentally to raise money
to meet a temporary deficlency. This was fully understood By the
Democrats, but they were in a position Wwhere they could Dot oppose
the bill without seeming to faver the colt’_gorations and to be acting in
opposition to an income-tax law. When the vote was taken on Senator
BAlLEy's motion to substitute the income-tax amendment for the cor-
poration-tax law there were 28 yeas and 47 nays, 17 not voting. There
were only 5 Rn{gblieans. namely, Senators RorAH, BRISTOW, CLAPP,
CoMMINS, and Fourerre, who voted for tbe imcome tax and no

ocrats who voted against it.

Review of Reviews (vol. 40, p. 136, Ang. 1, 1910), referring
to the corporation-tax law, says:

Its coming into being is gne of the most remarkahle of recent legls-
latlve events. It was not discussed during the campalgn; it was not
menticned in Presldent Taft's inaugural: %t wWas not pro ‘d in the
compact and deliberate program laid down by the. President in his
message at the opening of the special session, nor was it brought for-
ward as any pari of the pending revenue measure by any Member of
Congress. : x

I desire to insert here another quotation, taken from La
FoiLLETTE, 18 my recollection :

Daring the eampalgn the President had said that “in my judgment
an amendment {o the Constitution for an Income tax is mot necessary.
I believe that an income tax = ean and should be devised
which, under the declsions of the Supreme Court, will conform to the
Constitution.”” An amendment to the tariff bill providing for such an
income tax was prepared and approved by the best constitutional law- -
g:;s in both parties. In a recent authorized interview the President

1d 3 Y

*“ There wag strong pressure from the Democrats and some of the
Re&puhllcsns. including all of the 'insurgents, for the revival of the
old Income tax om the prineciple that the personnel of the Supreme
Court bad been changed sinece its decislon that the act of 18984 was
unconstitutional. * * * | have always been in faver of an income-
tax-laylng power, because it may scme time be needed to save the
Natlon, bot I did not think this the proper way to secure it, heving a
due regard for the prestige of the Supreme Court. * * * 1 gid not
wish to see it placed in the position of reversing itself ns long as there
was another way of reaching the desired end by a constitutional amend-
ment." Sepator Aldrich objected to the income tax and joined with
the President in substitutiug for It the corporation tax. The President
reversed himself on the income tax.

The constitutional amendment submitted is as follows:
AgrT. XVI. The Congress shall hst‘g&ower to lay and collect taxes on

fncome, from whatever source derl without apportionment among
the several States and without regard to any census or enumeration.

And it has been ratified by 30 Stutes.

When the income-tax amendinent was first presented to the
New York Legislature, ratification by the assembly was de-
feated by a close vote, and one of the explanations otl'pjd
against its adoption was: d

The reason the amendment fafled was because a majority of the as-
semblymen were unwilllng to bave the greéat wealth of the State of New
York taxed for the benedt of the South and West, whose Congressmen
are in the majorlty and whose people would bear but little of the
burden. 'y

In the State of Virginia where ratification failed in the house,
as charged by reason of the opposition of the speaker, it was
claimed by the speaker that the proposed amendment—
is a voluntary Invitation to the Federal Government to invade and cc-
cupy the innermost citadel of what remains of the reserved rights of the
States,

In the State of Louisiana the income-tax amendment has not
been ratified, though the lower house on July 2, 1910, by a vote
of 77 to 31 voted for ratification. Gov. Sanders opposed the
amendment, and it falled to pass the senate, and in hiS race
before the people for United States Senator that fact was used
against him and he was defeated.

High protective laws are doomed. and the growth of senti-
ment in favor of income taxation will compel the enactment of
income-tax laws. It is said that no foreign country which has
adopted an income tax within the past 25 years has seen fit to
abandon it. It was the failure of President Taft to make good
his pledges for tariff reduction, his fajlure te wge his influsnce
in behalf of an honest tariff revision, his surrender to the high-
tariff interests, and his indorsement of the Payne-Aldrich tarif®
bill that helped to weaken him before the country and to bring
«defeat to his party in 1810, =

It has very recently been charged in the opposition Re-
publican press that an income-tax measuare would bave heen
written into the tariff of 1909 but for the Tresident’s combina-
tion with the Aldrich-Cannon forces to prevent if, as a resnlt
of which the income-tax was kept out of the law aud the cor-

poration tax substituted, the Democrats with some insurgents
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trying to pat an incometax amendment onto the bill, as shown
earlier in my remarks, and thereby prevented a general in-
come-tax measure being put up again to the Supreme Court,
for the reasosns kevefofore stated.

The income tax, which bad been held constitutional by the
Supreme Court for a hundred years, by a sudden ehange of
vote by ofie judZe was held unconstitutional, nuBllified, and set
at naught though it had passed by a nearly unanimous voie of
both Houses of Congress, and had been approved by the Presi-
dent and voiced the will of the people. The decision was by &
divided court of Sve to fowr. This decision, brought about by
the vote of one judge changing his opinion, the four dissenting
judges have denounced it in vigerous language, excerpls from
which I will here insert. )

Mr. Justice Harlan said:

¥ Jjon—it ma
pr;rvi'::i"e %edcﬁnﬁ?ﬁ?g ?:-32 :axufft?ytht:ommwg;h a?ﬁ%ﬂcﬂn .
would bave been spared {f the court had not overturned its former
adjudleations and had adhered to the principles of taxstion under
which our Government has always been administered., It ean not be
regarded othecwise than as a disaster to the country.

And, concluding, says:

T{ the decislon of the majority had stricken dow=n all the ineoma-tax
sections, elther because of unauthorized exemptinns or because of de-
feers that conld have been remexdied by subsequent legisiation, the result
would not have been ooe o cause anziety of regret: for. in such & cass,
Congress could baye endeted a pew statufe that would not bave been
liabR to constitutional ebjections. But the serious o
ent declsion is that by a new interpretation of the
ties the hands of the lesisla ch of the Government that without
an amendment of that Instrument, or pamless this court at some fature
time ghoyld return to the old theory ef the Copstitution, Constess can
not subject to_taxation—Mhowever great the needs or pressing the Deces-
sities of the Government—=eithar the invested lﬁersonal propecty of the

ts af he Ioeom

t of the -
onstitution it so

ced upon the many, while the I
of ap rt:i)onment amang the

grenter e of our esuntry.

The prac of igfon to-day is to give to cerfain kinds
of property a position of favoritism and advantage incomsistent with
the fandamerntal prtnc!gies of our soclal organization, and to Invest
them with e and Influence that ma{hbe perilous to that portion
ef the A e larger part of the bucdens
of the Goveramen| who ou, not to Be subjected fo the dominlon
of agzrezated wealth any more than the properts of the couniry should
be at the mercy of the lawless,

Afr Jostice Brown eani:t&ded his dissenting opinion ia the
following language:

It is dificult o overcstimate the Im of cases, 1 ear-
tainly can mot overstal

thesa
te the regret 1 1 gt the d;ﬂ’osﬂ.hn mede of
themmbfy the conrt. It & pever a light thing to set de the deliberate
will the legislature, and bm mt{sopm.ton t should never be dene ex-
clearest nt'{u contlic

cept upen the t with the fundamental law.

Be?spect for the tion not be inspired o parrow and

:-}ctémm e which n‘;ﬂ“:fmit or lmpairl the msﬁ:y mm
ongress. Did reversal’ e5e cases involve merel e

down of the inequitable featurss of this law, or even the \{hale lavr, ﬁ:%

s want of mmiformity, £ as

the consequences wopld be less zerlous:
come tax must be Iald ac e

oty e nen e
[nw alone, bat every = law that I3 not bassd mh:%
ossible theory of apportionment. Evyen the sgcter of socl: iz eon-
ed up fo gﬂ_zlwen Cangress from xe¢s gpon the people In
proportion to thelr & to pay them. It is certainiy a strange com-
poit the Constitution of the United States s npon ¢ demno-
verpment that Cepgress bas po pewer to & tax which is
main sources of revenwe of nearly every of ed state. [t is
 of feebleness in which 1 find myself wholly unable to fofm.
t that Congress will 8ad some meass of sur-
Wt erisis, my fear {5 that in some moment of natonal
this o will rise up to frustrate #s will and paralyze its
arm. I hope i m&npt preve the first step toward the sabmergence
of the liberties of Beople In & sordid despotism of wealth,
As T can not escape the conviction that the decision of the court in
g’is mctn?se is &angl];i ﬂ;ﬂmmeasa“:b?ble danger to iha fature of
conn and 2P, aches t D) tions of a mpatio:
calamity, 1 feel It & duty to enter my pmtesf amt it sl

Mr. Justice Jacksom, In dissenting, conelndes as follows:

£

The practical ration of the decislon {s not only to disregard the
t ciples :?eeqnan in taxation, but the furthd incipl
m{gm tion of taxes otthohe:e&tﬂ&e(e}wﬁam:nr s

the buardens
thereof should be imposed upon those havin t i
This decision, in effect, works out = ot ey fo Renr thao.

directl posite result in relievin

the citizens ne the greater adility, w g?me bardess of tmzsog
are made to fall mest heavily and eppressively upon those baving the
least ability. It Mghtens the burden upon the s nomber in seme
States sabject to the tax and plaves It most unequally and disproportion-
ately on the sialler pumber in other Sates Considersd in al} its

this decision is, in u;f ludgment, the most disastrous blow
ever siruek at the eonstitutional power of Congress. It strikes down
ap important portfon of the most vital and essontfal power of the
Governioent in g:acumu} escluding any reeourss to ine

&ersunales' te fer the purpese of ralsing

the Goverament’s wants asd necessities under BBy

Mr. Justice White, mow Chief Justice of the United States
dissenting, sayz of the majority opinion:

The injustice of the conclusion points to the error of adopfing it
It takes invested wealth and reeds it inte the Constitution as a favored
and profected class of property, which can not be taxed without appoc-
tonment, whilst it Jeaves the occupation of the ministar, the doctor,
the professor, the lawyer, the invertor, the author, the merchant, the
mechanie, and all other forms of indusiry upon which the prosperi

the people must depend, subfect fo taxation witheut that conditiom.

rale which works ont this result, which, it seems to me, stultifies the
Constitution by waking it an instrument of mest grievous wrong, should
pot be adopted. especially when, In order to do 50, the decisions of this
court, the opinions of the law writsrs and publicists, tradition, practice,
gad the set policy of the Government must be overthrown.

And concluding his able dissenting opinion says:

I is, I submit, greatly to be deplorsd that, after more than 100
years of cur national existence, aftsr the Government bas withstood the
strain ¢f foreign wars and the dread ordesl of civil strife, and Its people
Dhave Become unlted and powerful, this eocurt should ecnsider self com-
peiled to go back to a long repudiated and reiected theory bf the €Con-
stitutios, by which the Government s deprived of an inherent ateribute
of its being, s necessary paower of taxatioh

Fhe patriofic utterances of the dissenting judges In the
ineome-tax decision will Hve in the minds and hearts of the
American people, and ia my jndgment at an eariy date their
opinions will be regarded as the law and the majority opinion
will be discarded and set aside as the mistaken judgment of
this high court.

Judge Walter Clark. ehief justice of the Supreme Court of
North Carolina, one of the ablest judges of the South and of
the country, in an address (o the law department of the Uni-
versity of Pennsylvania, April 27, 1906, in discnssing the aection
of the Rupreme Cowrt in deeclaring acts of Congress umconsti-
totional, says:

Such power does mot exist fn any other connfry and never has. It
Is thereiore mot essential to our security. It s not conferred by the
Constitution; but, en the coatrary, the convention, as we have seen,
after the fullest debate, four times, en four several days, refused by a
decisive vate fo confer such power The judges not only have mever
exere sueh power in England, where there is no written constitu-

but they do not exercise it In France, Germany. Anstria, Denmark,

in a=y er country which, Hia them, has = written constitution.
A more complete denial of popular conirol of this Government could
not have beenm coneefved than placing of such unreviewable power
in the hands of men not clected by the people and holding ofice for
life. The legal-tender act, the finapeinl imllc; of the Governmentf, was
invalidated by one ecurt and then valfdated by another, after a change
o fts gersonael. Then the inceme tax, which had been bald eonstitu-
tignal by the eourt fer & hundred years, was again so held, and then b
-a sudden change of vote by ome ,Ludge It was held uuconstftutionaf
nullified, and set at naught, though It had passed by a nearly unani-
mous vofe boih Houses of Col:rsiz:ess, containing many ilawyers who
were the equals, If oot the soperiors, of the vaciilating judge, and bad
been approved by the President and voiced the wifl of the prople.
was all negatived (without any warrant iy the Constitution for the
court to set aside an get of Congress) by the vote of one fudge; and
thas £100.000.800 snd more of anmual taxation was transferred from
those most able to Dear it and ﬁ:jleed upon the backs of those who
already carried more than thelr v share of the burdens of govern-
meat. Under an unirue sssumption of authority tg:ven. by 30 dead men
ene mas nullified the action of Coagress and President aad the
wiil of 75,000,600 of living people, and in the 13 years since hasz taxed

Tty and labor of the couniry, by bis sole vote, $1,300 000,000,

opgresz, in complianmee with the lic will and relyinz en
previous decisions of the conrt, had deer sbould be paid ent of the
excessive incomes of the rich.

In England one-third of the revenue is derived from the superfinities
of the t.erg wealthy by tha levy of & graduated income tax and g

ted inherltance tax, incressing the per cent with the size of the

come. The ssme gystem s fm force jn all other eivilized countriea,
In not ene of them would the heriditary monarch venfure to veta ar
noll sueh a tax, In this country alone the peaple, ?eaxmg
throngh their Congress and with the approval of their Execu , cAn
not put in foree a single measure of apy nature whatever with assur-
rance that it shall meet with the aporoval of the couris; and its fail-
ure to reeeive such approval 13 fatal, for, unlike the veto of the
Executive, the unanimous vote of Congress (and the income tax cams
pear recelving such vofe) ean not prevall agaimst it. OFf what avall
shalk it be if Congress shall conform to the popular demand and enact
a “rateregwiation ” bill and the Presldent shall approve it it five
Iawyers, holding office for life and not clected by the peaple, shall ses
£t to destroy it, as they gid the mcome-fax law? Is such a overnment
& ressonable one, and enn it be years of
experisnce have demenstrated the capacily of the | le for self-
governinent? 1If five lawyers cam negative the will o 100,000,000 of
1!:311. thea the art of goverament iz reduced to the selection of those five

W yers. 5

A powar without lmit, except In tha shifting views of the court, lles
in the eonstructionr placed upon the fourfeenth amendment. which

=s eversone Rmows, solely to gﬁe:ent discrimioation against the
colored race, has been consitued by conrt to comfer upowm it juris-
dietion to hold any provision of any statute whatever * oot due process
of law.™ This ws the whola body of the reserved rights of the States
into the maelstrom of the Federal courts, subject oniy to such forbear-
ance a5 the Federal Supreme Court of the day or in any particular
case mAy see Gt fo exercise. The limits between State and Federal
Joeris@iction depend upon the views of five men at gny piven time, and
x&;e &:‘ government of men and not & government of laws, prescribed
L &

At first the court generously exempted from its veto the pelice power
of the several States. But since then it has proceeded to set aside an
act of the Legisintnre of New York restricting excessive hours of kabor,
Which set had besn sustained by the hlghest court in that great State
Thus Tabor can olitsin no Leagefit from. the srowing humanity of the aze,
ggressed b&the far- will In any State, If sueh statute does not meet

longes tolerated after 12

five elderly lawgyers, selected by infiuences naturaily an
[ tagonistic to the lnbwi:?g classes and whose iraming and dally gsvecis-
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tions certainly can pot Incline them in favor of restrictions upon the

employer.
PoRer of Ane iitieal power now asserted and exercised by the court to
get aside public policies, after their fuil determination by Congress, can
not safely be left In the hands of any body of men without supervision
or control by sny other suthority whatever, If the President ¢rrs, his
mandete expires In four years, and his party as well as himself Is
accountable to the people at lhe ballot box for his stewardship. If
Members of Congress err, ther, too, must account to their constituents.
But the Federal judleiary hold for life, and though popuilar sentiment
shovld change tHe entire personnel of the other fwo great departments
of governmenf, 8 whole generation must pess away before the People
could get control of the judiclary, which possesses an Irresponsible and
unrestricted velo upon the action of the other departments—irre
sponsible because Impeachment has become impossible, and if it were
possible it could not be invoked as to erromeous decisions unless cor-
ruption were shown.
be coptrol of the policy of gavernment s thus not In tbe hands of
the people, but in the power of o small body of men not chosen by the
geop e and belding for life. In many cases which might be mentioned,
ad the court been elective, men not biased In favor of colossal wealth
would have filled more seats upon the bench, and if ihere had been such
decision as In the Income Tax case, long ere this, under the tenure of a
term of years, new incumbents would have beem chosen, who, returning
to the former line of decisions, would have upheld the rig‘ht of Congress
to control the financial 1;:m![:v:,o' of ibe Government In accordanes with
the will of the peo?[e of this day and age, and not nccor‘iiaigg to the
shifting views which the court has |mfuted to language by the
majority of the 53 men who met in Philadelphia in 1787,

It may be that this power in the cooris, however illegally grasped
originally, bas been too losg acquiesced in to be now questioned.  1f so,
the only remedy whizh can applied is to make the judges elective and
for a term of years, for no pecple ean permit its will to be denled and
its destinies sbaped by men it did ot choose and over whose cofdust
it has oo control, by rexson of lts having no power to, change them and
gelect other agents pt the close of a fized term.

As far back as 1820 Mr. Jefferson had dizcovered the “ sapping and,

minipg,” 2s he termed it, of the life-tenure, appointive Federal judi-
ciary, owing no gratitude to the peogle for their appointment and fear-
jng no inconvenience from their conduoet, bowever arbitrary, In the dis-
charge of such office. In short, they possess the autocratiql power of
absolute irresponsibility. “ Step by step, one goes very far,” says the
French proverh.  Thiz is troe of the Federal jodiciary. Comgare thelr
Jurisdiction in 1801, when Alarshall ascended the bench, and thelr jurls-
dictiop in 1808. The Constitution has been remade and rewritten by
the jodiclal glosses put upon It. Had It been understood in 1787 to
mezn what It s cogstrued to mean to-day, It 1= safc to 'say not a single
State would have ratified it

As was safd sbé’ a great lawyer lstely decessed, Judge Seymour D.
Thompson, in 1891 (25 Am. Law Review, 288) : “ If the proposition to
make ttﬂlu: Federzldjndlil;q elefi'u're Emiud of sttlppo%gﬂveoi:t:n:? :g;!t-
ousi scussed before the ?eop no! can sta e
sent and it Is almos wr%nln thanr:gen u};alon ﬁ the Federal
Sugrem ourt Will farnish material to stimnlate that growth™
reat sgeregations of wealth know their own Interests, and it Is very
ceriain that there Is po reform and no constitutional amendment that
they will oppose more bltterly than thls. What, then, is the interest
of all others In regard to ft?

For mg ?Inrt. I bellsve in popular government. The remedy for the
balting, balfway popular govertment which we have Is mors power to
the people. When some cne o ved to Mr. Gladstone that the " people
are not alwayz right”™ he replied, “ No; buot they are rarely wrong.”
When they are wrong thelr Intelligence and their interests combine to
make them correct the wrong, Buat when rulers, whether kings or life
Jjudges, or greaf corporations, commit an error against the Interests of
the masses, there is ne such certalnty of correction.

The time may not be ripe when the election of supreme Fed-
eral judges should be written in the Federal Constituiion, but
the time bas come when the Constitution of the United States
should be so amend s to forbid the appointment of Federal
Judges for life and a itation be put upon their tennre of
office; and at least the judges of the inferior or district Faleral
coufts should be either elected or appeinted for a limited term
of years. If the public is in that condition of mind in which it
is ready to strike down life tenure in office, that condition is due
in a large measure to appolntments of men whose leanings are
toward corporate wealth rather than the public will, and to
the arbitrary abuse of power by Federal judges.

Is it any wonder that there is a growing prejudice among
the masses of the people against life tenure in office and against
Federal courts, when by them the laws of the States and of the
Nation are so readily set aside and declared null and void,
ofttimes at the instance of great corporate interests that in their
greed for gain forget the public welfare and bid defiance to the
popular will? The unrest in the country is the ontgrowth of
accumulated wrongs unredressed. A change is demanded A
politieai revolution is abroad in the land. The conseience of
the Nation has been guickened. A mighty protest against fur-
ther domination by special interests i3 heard in all sections of
the country. The rule of privilege is doomed. The day of the
reactionary is drawing to a close, and the appeal for progressive
and constructive legislation is finding a response in the halls of
legislation. The cry of the masses for relief against the bur-
dens of taxation, unsqually distributed, is being heard and
heeded by that party which alone ean and will restore as an
actnal fact a government of the people, for the people, by the
people. - y

The Republic must be preserved by Demoeratic effort or
gocialism, the logical result of Republican misrule, will try its
band and new and untried doctrines and mere experiments in
government be thrust to the front, and individual responsibility
and self-relinnee will give place to communism with all its

attendant confosion. But if Democratic effort;fal); the dawn of
goclalism will not be so forbidding as the further rule of selfisii”
privilege. Corporate domination must end or Government own:
ership of all public utilities will come. Before we go from
one extreme fo the other let us restore to power that party
whose great history gives evidence and confidence to the conn-
try that in the triumph of Democratic principles lles the safety
of the Republic. - 2

Mr, UNDERWQOD. Mr, Chairman, I will ask the gentleman
from New York to use some of his time,

Mr. PAYNE. Is the gentleman from Alabama
the balance of this hour he has entered upon?

Mr. TNDERWOOD. I have no one on the floor now that
cares to go on, and I prefer that the gentleman from New York
should use some of his time,

Mr. PAYNE. I have some difficulty in keeping my oraters
on the floor, but I will yield one hour to the gentleman from
Iowa [Mr. Provry]. 3 =

Mr. PROUTY, Mr. Chairman, this is not a politieal question,
or, at least, I{ is pot a partisan question. I apprehend that
every man will find his alignment in this matter determined
very much by his early surroundings, his natural sympathies;
And his early edueation. I am going to discuss this question for
the time that has been allotted to me freel, frankly, as I see it,
without any reference to what anybody else thinks or without
reference to what criticiem it may bring to me.

Now, as I =aid, the alignments In this case will rest Yery
largely on our early surroundings. I remember when n boy my
father and myself used to saw logs in the fimber, and when we
got ready to go home at night we put the tools in a sack and
strang them on a handspike and ecarried them home, T always
noticed that my good old father gave me the long end of the
handspike, and I honor to this day his memory for that thing.
There are people in this world who, when they find that one
man is a litfle bit weaker than another, insist on giving him
the short end of the handspike aud make him carry the heavier
part of the load. T am not in favor of that policy.

Taxes are the involuntary contiribution made by the citizens
to thelr government for ilie protection of their persons and their
property. All agree that these contribufions should be in pro-
portion to the protection received, and every huomane man will
cencede that it ought to bear some rclation to the abllity to
confribute. A rich man ought to contribute more than a poor
man, becanse he has more property to protect and is better able
to contribute.

Keeping these propositions clearly in mind, let us analyze our
system of natlonal taxation. T

There are two sysitems of taxation in general use in this coun-
try and in foreign countries. One is known as direct taxation,
in which men are taxed either in proportion to the property
they own or the income they receive; the other, an indirect
or consumption tax. When our forefathers were shaping our
Constitution they chose, in a general way, the indirect method
of taxation for the Federal Governnient and gave to the States
the direct method. This was done at the time largely on ac-
count of the fact that indirect taxes can be collectéd without
knowledge by the donor of the amount that he is puring,
and hence it can be collected usnally without frietion, while by
the direct method of taxation the taxpayer knows the amount
and usually pays it all at a time, and therefore feels its burden.
And thi= method is apt to create friction and Irritation. As the
Federal Government had not then been formed, and as it was
feared the people would not have the same loyalty toward the
new Federal Government that they bad toward thei: State zov-
ernment, it was deliberately designed that this indirect method
of taxation should be largely preserved for the Natien. It was
thonght that the people would not feel heavily the burden of
this taxation. So wisely did they choose and so successfully
has this propaganda been taught tbat many have now been led
to believe that this method of taxation enriches instead of im-
poverishes. It may as a protection but never as a revenue
measure,

I might as well say here, for the benefit of my Democratic
friends, that there is no possible application of their theory of
a tariff for revenue only which can relieve itself from the eriti-
cism that it is nothing in the world but a burden, without any
benefit In refurn for it. My Repuoblican friends on this side,
while admitting, I think, as freely as I do the burden -of this
taxation, at the same time, by their very ingenious and wise
method of making it a protection to the man who pays it, make
it, In a sense, an equation that is at least tolerable.

It is troe that under the Constitution the Federal Govern-
ment has power to levy dircct taxes, provided they are dis-
tributed among the States in proportion to population. But
the inevitable inequalities resulting from such a plan of taxa-
tion are so gross and flagrant as to absolutely debar any use

going to utiﬁ

v



1912,

CONGRESSIONAL RECORD—HOUSE.

3513

whatever of that method. So practieally the only taxing power
the Federal Government has is that allowing it to collect duties,
fmposts, and excises. Practically all the money collected bj:
the Government is from two sources—custom duties and in-
ternal revenue. These taxes are paid by the individual, not in
proportion to his property nor in proportion to his ability to
pay them, but, barring negligible quantities and a few excep-
tional instances, they are paid In direct proportlon to the
amount consumed by the taxpayer and those dependent upon
hin:t. The poor man pays as much as the rich man if he uses
as many of the taxed goods, and he pays more If he uses more,
I know there are those who claim the consumer does mof pay
the tax, and there are a few Instances in which that is true,
but, on the whole and as a general rule, the man who consumes
the article paye the tax, and there I3 not a writer on pelitical
economy who deoes not now both recognize and announce this
rule. It is easily demonstrable both as to our income and our
doty tax. Take, for instance, the internal revenue on cigars.

The man who makes the cigars, after computing the cost of
material and labor, adds the Federal revenue tax and then
sells them to the wholeilnler at enough to equal these items and
& reasonable profit to hilnself. It Is true he pays the tax in the
first instance, but when he sells them to the wholesaler he gets
it back. It Is true, then, that at that time the wholesaler pays
it, but when he sells them to the retaller he gets his money
back, and then the retailer hns paid it. Tbe retailer then sells
them to the consumer, and he gets his money back, so the
retailer has not paid it.; it is passed on fo the conswmer. When
he smokes the cigar he has nobody to get the tax back from,
and he is the man who has finally paid the tax.

And this is troe of every article upon which an internal-
revenue tax Is levied. This is equally true of customs duties,

We have just been discussing the sugar schedule on which
there is a tariff duty of §1.95 outside of that coming from Cuba.
When the lmporter brings this sugar into this country he has
to pay this tax, and for the time being it may be sald that he
has paid it, but when he sells it to the wholesaler he: includes
this item in the price and gets it back, so, then, he hasn't paid
the tax, but the wholesaler has. The wholesaler then sells it to
the retailer, including this item in the price. Then the whole-
saler gets bdck the tax, and the retaller has paid it. The re-
tailer then sells it to the consumer, and he includes this tax in
the price. Then he gets back the taxes he has paid when the con-
sumer has paid bim. But the consumer and his family eats up
the sugar and they have got no one from whom they ecan get
back the tax they have paid. And, therefore, the ultimate con-
sumer is the one who has actually paid the tax.

Mr. COX of Ohfo. The gentleman should direct his remarks
to the other side of the House,

Mr. PROUTY., No; my good friends on the Democratic side

of the House, some of them, need it just as badly as they do on
the otlier side. When you levy a tax based upon revenue, you
are collecting In the same proportion from the rich and the
poor as do these gentlemen on the Republican side, so far as
that is concerned. 5 :
. Take, agaln, the Imported cloth in a suit of clothes: The im-
porter brings it in and pays the duty or tax; he sells it to the
wholesale merchant and includes in the price the duty. He
has then got back the tax and has not paid it. He is out noth-
ing on account of the tax. The wholesaler sells it to the mer-
chant tailor, and in the sale includes the duty. He has got the
tax back and is therefore out nothing, but the merchant tailor
has paid it. The merchant tailor makes a suit of clothes, and
in the price of the suit he figures in the cost of the cloth, the
duty Included. So, he has got back his money and hasnot paid
the tax. The fellow that has bought the suit of clothes has paid
it, and as he ywears out the clothes he has no one from whom
he can be relmbursed, and he therefore pays, the tax.

And this is true of pepper and.every other item upon which a
tariff Is levied, whether for revenue or protection, barring, of
course, a few negligible quantities and phepomenal cases.

From this it will be seen that so far as the Federal Govern-
ment Is concerned its vast revenues are gathered in from the
people who finally consume the articles upon which an internal
or tariff duty {s levied. And that, too, without the slightest
reference to the abilify to pay or to the protection of the prop-
erty owned.

I assert that on the whole the moderately poor of the coun-
try pay more per capita for the support and defense of this Gov-
ernment than do the opulent rich. Why? The opulent rich
seldom have big families. The moderately poor usually raise
large families and therefore are the larger consumers. I assert
that this method of taxation Is grossly unfair and unjust, and
I am quite surprised that my Democratic friends geslire to per-
petuate this system, when its sole and oniy purpose, according
to their doctrine, is the eoll«.ecting of revenue. It i the most
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unjust, unfair, and ineguitable system that has ever been de-
vised by mortal man. It was apparentiy designed to collect
the expenses of the Government off of the poor without letting
them know it.

I hold in my hand the names of 51 multimillionaires, with the
amount of their reputed wealth, as follows:

List from MHunecy’s Scrap Book of June, I5X, presenting the properiy
cioned by 51 of the very richest persons of the United Siates.

|

Rank, Name, How made, Total fortuna,
John D, Rockefeller. ...couununnes 2 $600. 000, 000
Andrew C R ST 300,
el o

¥ nt Morgan 50
Wililam Roexefeller, 100,
H.H. Rogers...... 100,

W. K. Vanderbilt.... 100,
Senator Clark 100,
John Jaoob Astor 100,
Russeil Saze. &0, 0,
H. C. Frick.. £,

D. O, Mills

a1
o
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John D, Arcbbal
Oliver Payne....
J. B. Haggin....
Harry Field. ..ot
James Henry Smith..
Henry Phipps.....
Alfred G, Yanderbil
H. 0. Havemeyer..
Mrs. Hetty Green....
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These men own In the aggregate about $3.500,000,000 of prop-
erty, and it is said that they control about $35,000,000,600. The
report of the Bureaun of Commerce and Labor of the same date
showed that the approximate wealth of the United States was
$107,000,000,000, so these 51 people own and control practically
one-third of the entire wealth of the United States. Now, I will
venture the stafement that these men, with their vast wealth,
do not pay the Federal Government for its support and for its
defense of their persons and vast properties as much as an equal
number of section hands on the Pennsylvania Railroad, who are
heads of families.

. Take the first man on the list—John D. Rockefeller, at that
time reputed to be worth $600,000,000, with a reputed income of
£60,000,000 a year. -

I have living near me at home a section man that has eigh
children with an actual income of $504 a year.. Now, I will
wager everything I have that this section man pays more for
?“ﬁ support of the Federal Government than does John D. Rocke-
eller.

Now, let us analyze for a minute, Where do our taxes come
from to support the Federal Government? From internal reve-
nue and tariff duties.

Now, what are the items from which we c¢olleet internal-
revenue dutles principally? Spirits, tobacco, and oleomargarine.

Now, my friend, Rockefeller does not smoke, he does not chew,
he does not drink, he does not take snuff, and he does not eat
oleomargarine, and therefore he does not pay a cent to the
Federal Government on its internal-revenue tax. I am sorry
to say that my section hand friend uses a small amount of all
of those items and therefore pays the tax on them.

Mr. BURLESON. I do not know about that. What is the
gentleman's authority foy his statement? Oleomargarine is one
of the most wholesome and nutritious foed products which s
being manufactured.
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Mr. PROUTY. I am glad to find somebody on that side of
the House who is ready fo stand up here and defend the Oleo-
margarine Trust. I am not.

Mr. BURLESON. The gentleman will find an overwhelming
majority on this side who are ready to defend untaxed oleo-
margarine——

3r. PROUTY. I have already learned, to my sorrow, that I
may expect anything from the stupendous majority of that side
of the Houge,

Mr. BURLESON. "Which will be largely supplemented by
votes on your side of the Chamber.

Mr. PROUTY. That may be prediction only. I have seen
men on that side make predictons that failed to come true.

Mr. BURLESON, This particular one will be justified, how-
ever, and that, too, in the near foture.

Mr. FOWLER., Will the gentleman yield?

Mr. PROUTY." Just as soon as I finish the sentence I will
Field to the gentieman.

Mr. BOWMAN. Thbat is ope reason why be is there

Mr. PROUTY. There are tellows who do not do any of those
thinge who are just as poor.

Mr. BOWMAN. Not many that T know of.

Mr., PROUTY. You live in a mighty prosperons country, if
that is true.

Mr. BOWMAN. I surely do.

Mr. PROUTY. I live in a comntry where very few men par-
take of one of the articles which T have named.

Mr. CANNON. Will the gentleman yield there?

Mr. PROUTY. Certainly. :

AMr. CANNON. The statistics show that the gentleman’s
State bas a larger per capita wealth than any other ‘Btate in
the Union. _ .

3r. PROUTY. I agree with-you on that, sir, and yet the
same statistics, I am sorry to say, show that the average income
of the people of my State is only a little over $600. And yet I
am prepared to say that the people of my State, with an average
Income of $600 & year, pay more per capita than does John D.
Reackefeller for the support of this great Government that lends
its entire power in the support of his vast properts. The
Armies and Navies of the United States are always held in
readiness to defend his boldings in every guarter of the globe.

Now, I am going to take up the other proposition.

AMr. DYER. 1 would like to ask the gentleman how he Sgures |

that the people of his State pay so much more than the average
of the Federal revenue tax? i
Mr. PROUTY. I bave not said that. I said that they paid

‘more on an average than John D. Rockefeller §id. That is all

-,

I said. I am going to stand on that propositien uwtil some-
body knocks me down with a hard fact. [Laughter.]
AMr. POWERS., Will the gentleman yield for a question?
Mr. PROUTY. Certainly, but do net take too much of my

time.

Mr. POWERS. Do you not favor the tax on whisky, and
tobacco, and colecomargarine, and is not the tax on those articles
levied, for one reason, to disceurage their use beesuse of the
fact that they are detrimental {o morals and health?

Mr. PROUTY. I am not going to turn from this discussion
in order to deliver a temperance lecture, althongh T can. T am
discussing a revenue policy, pure and simple, and not tem-
perance.

Now, take the articles upon which tariff duties are levied.
There is sugar. I venture the assertion that my section hand
and his family use 10 pounds of sugar to 1 used by the dys-
pentic Reckefeller and his good wife, and therefore he pays 10
times as much tax to the Federal Government. And this is
troe of pepper and every other article of food on the tax lists,
and this is largely true of wearing apparel.

My section man and his good wife and eight boys and girls
wear ont more boots and shoes, more bats, mere pants, more
coats, more dresses. more neckties, more collars than does my
peripatetic friend J. D. and his good wife. If the reports in
the newspapers are to be credited, J. D. has most of his clothes
made Tor himself and his wife in Paris, which he brings in duty
free; and I saw by the papers that the last time he was in
Parls he bought wigs enough to last him the rest of his life.
{Launghter.]

Now, I will yield to the gentleman from Illinois.

Mr. FOWLER. Mr. Chairman, I desire to ask the gentleman
whether, in making the comparison of fhe section hand with
John D. Rockefeyer. wherein he makes the section man pay
more for the support of, the Government than John D. Rocke-
feller—I want to know if he means te say that the difference
is brought about because the section man fhat he speaks of
chews and drinks? [Laugbter,]

Mr, PROUTY. Everything that he consumes and eats and
drinks on which there is & dufy or revenue tax.

Mr. FOWLER. Now, I ask if if is not a fact that the section -
man pays more because of what he eats and wears to the
General Government for it support than John D. Rockefeller?

Mr. PROUTY. ©Oh, I bave just covered that point. If the
gentleman does not understand it I can not afford to take time
to repeat it -

Mr. FOWLER. Yes; but you wound up with his chewing and
smoking in making the distinction. I want to separate them,
[Laughter.] "

Mr. PROUTY. Well, take your time and separate them. Do
not take that out of my time. [Laughter.] E

Mr. FOWLER. Now, if the gentleman will ¥ote as he talks,
he will be all right. [Laughter and applause.] )

Mr. PROUTY. The gentleman should not undertake to make
a speech in my time.

S0 I repeat the statement that T made a few minutes ago, that
J. D. Rockefeller does not pay to the Federal Government for
his own protection, or the pretection of his vast properties, as
much as does this poor section man with his big family. Joha
D. Rockefeller does not pay as much out of his income of
$60,000,000 ae does this man out of his income of $504.

Mr. JACKSON, Will the gentleman yield?

The CHAIRMAN, Does the gentlaman from Jowa yield to the
gentleman from Kansas? )

Mr. PROUTY. Certainly.

Mr. JACKSON. Of course the genfleman from Iowa does
;mt include the corporate tax paid wnder the last Republican
aw7 . H

Mr. PROUTY. Yes; I de. /

Mr, JACKSON. The gentleman would not coentend that the
scheme——

Mr. PROUTY. Oh, T have not time fto lef the gentleman
make an argument. The gentleman can get as much time for

as I have.

Mr. JAOKESON. Oh, the gentleman need@ not be uneasy about
his positien——

Mr. PROUTY. I am not Take for example the case of John
D. Rockefeller. Practically every bit of money that he gets—
all his income—has been tithed first for the revenue tax on the
corporate income before it reaches him. In other words, take
the Standard Ol Co.; before he gets his @ividends the company
has been compelled to pay a revenue tax. Where did that com-
pany get the money with which to pay not only his dividends
but the tax? ¥ answer, from the people that nsed his coal oil.
[Applause.]

Mr. JACESON. Yes; but the gentleman sorely——

Mr. PROUTY. Pardon me, Mr. Jackson. I can not afford te
stop im order that you may make an argument, but I will
yield for a question.

Mr, JACKSON. The gentleman will not Iet me ask him a
guestion. The gentleman should be fair enough to admit that
Mr. Rockefeller's revenues are diminished by the amount of the
tax given to the Federal Government? ; ;

Mr. PROUTY. No. His amount is not diminished by the
tax. Any man who has been watching this matter can see easily
that if it is from Standard Ol enough is collecied from the
people that use oil to cover expense, tax, and dividends. Having
as they do a practical monopoly, they do not allow the tax to
interfere with dividends. They just raise the price to the con-
sumer enough to equal the tax, If the dividends are from
railroad stocks or other public-service corporations it is just as
true. The public pays the fares that cover the tax to the Gov-
ernment and the dividend to Rockefeller. If there was no tax
the fares could be less. The public therefore pays the corpora-
tion tax—not Rockefeller.

AMr. MADDEN. . Mr. Chairman, will the genfleman let me
ask him a question?

The CHAIRMAN. Does the gentleman from Iowa yield te
the gentleman from ITlHnois?

Mr. PROUTY. Yes; I will yield for a question. -
Mr. MADDEN, Does this bill provide that an individual
drawing dividends from a corporation which pays the corpora-
tion tax shall be exempted from the tax provided to be collected

under the bili? -

Mr. PROUTY. Oh, if the gentleman has followed -me cor-
rectly, be will have noticed that I am net either criticizing or
championing this bill. I am discussing the principles upon
which we should base an income tax and the reasons why it
should be done,

AMr. MADDEN.
provides. ' A

Mr. PROUTY. Oh, I have not stopped to consider that.

I am asking you whether the bill itself so
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Mr. MADDEN. Then you hiave not read the bill?

Afr. PROUTY. Oh, ves; I have. But it would take me half
an hour to go over the authorities and decisions of the Supreme
Court of the United States to give you a fair dlscussion on
that; and I have not the time for that.

Mr. MADDEN. Does not the bill now under discussion say
this— b i

Mr. PROUTY. No; I have answered the gentleman's ques-
tion. I can mot stop for a debate. What I sald was this—

Mr. JACKRON. Mr, Chairman, will the gentleman yield?

- The CHAIRMAN. Does the gentleman from Jowa yield to
the gentleman from Kansas?

Mr. PROUTY. No; I can not stop, Mr, JacksoN, I Enow
you can never stop asking questions; otherwise I would yield.
fLaughter.]

Now, what I was trying to say is this: That we ought to have
a system that would enable the Congress to pass a Jaw that
would distribute the burdens of taxation with some reference
and some relation to the amount of property that a man has,
or at least the amount of protection he has received from the
Governnient, and, according to my theory, in accordance with
his ability to bear whe burdens of the Federal Government,
[Applause.]

Mr. BOWMAN. Now, you are getting down to bedrock.

Mr, PROUTY. Now, swhen our forefathers started on this
system it was not a bad one. Our peopie were none of them
very poer and none of them were very rich. But with the ad-
vancement of our civilization, with the vast accumulations of
property. with the eénormous incomes that some have, with the
corresponding poverty brought to others, the present system is
made practically intolerable, whether you found it upon the
basis of a protective tarif or upon the basis of a tariff for
revenue only. [Applause.]

Mr. McCarn stated on the floor of the House the other day
that the per cepita tax for the Federal Government was about
§7. That is about correct. This makes my section hand pay
$70 per year as taxes for the support of the Federal Govern-
ment. My friend J. D. possibly pays $14, but I sericusly doubt
that. If we had an income tax of 1 per cent on incomes above
$5,000, J. D. would pay $599,950, which I submit is not out of
proportion. to the protection received for his vast properties.
But not a dollar of this comes out of his necessifies or even
luxuries. But wben yon take $70 out of the meager income of
the poor man, with his large family, you take it out of the neces-
sities of life. It means privation and want. It means children
poorly fed and thinly clad. It means children going to school
with boles in their shoes, holes in their stockings-and in their
pants fore and aft. It means the taking of the children out of
. school at tender years and crowding them into the factory to
help splce out the family living, It means sick children and
no doctor. It means that the wan, gaunt <pecter of dread and
want accompanies the holy stork. It means real pinching,
poverty, and distress. ) .

Such a system as that Is intolerable and indefensible as a
just system of collecting a revenue, It violates every principle
of equity and equality. It puts the burdens upon those least
able to bear them and practically relieves those who are best
able to carry them. And I am simply shocked at the statements
so frequently made on that side"of the Chamber that they are
going to convert this system of tariff duties into a pure revenue
measure, I, for one, am prepared to say that when this system
is no longer needed to protect American labor against competi-
tion from the cheap labor of Europe and Asia, when it is no
longer needed to protect American industries from the ruinous
competition of the Old World, when it is no longer needed to
protect American manhood and womanhood and American
standard of living, when it is no longer needed to prevent
American labor from becoming * Jupanesed ” or “ Chinesed,” I
am prepared fo abolish it apd substitute a system that will
approximate justice—one that will levy burdens with some ref-
erence, at least, to the benefits received and the ability to pay.

Now, what is the system that will approximate these condi-
tions? In my opinion a well graduated income tax levied on the
excess above a fair living income. Such a tax would be just

First. Because it only requires the payment of a small per
cent of that portion of the income above that which is fairly
necessary for the support of oneself and family.

Second. The effect of such a tax is to levy it upon every
man substantially in proportion to the amount of his productive
property.

Third, It places the burden of taxation upon the shoulders
of those best able to bear them. . U

No one can feel seriously the burden of taxation when he is
oniy required to pay into the Federal Treasury a small per
cent of the amount of his income above a fair living price,

Under our system now, the poor man has to take from the
necessities of life to pay his share to the support of the
Federal Government. TUnder the income tax suggested, no man
would have to pay any tax until his necessities were fairly
provided for. If I have an income of $10000 a year, and
myself and family can live comfortably and respectably on
$5,000 a year, what possible harm can it do me or my family to
pay a part of that 5,000 to the support of the Government that
furnishes me and my property protection?

How different would be the burden imposed upon John D.
Rockefeller if he had to pay 1 per cent on $60,000,000, which
would be $600,000, to that of the section man who now pays cut
§70 out of his $504. John D. Rockefeller would still have left to
live on during the whole year the sum of $59,400,000, while
the section hand would only have $434 with which to feed,
clothe, educate, and care for his family of 10. I repeat that no
man can be oppressed with a fair income tax. If he does not
make $5,000 a year he can not be compelled to pay anything, If
Providence and his country are so good to him as to enable him
to make more, it can not possibly be a burden fo him to pay
part of it in support of his Government,

But this brings us to the legal gquestion., Some believe that
under the Constitution and the decisions of our Rupreme Court
that Congress has no power fo pass a revenue measure like the
one now under consideration, and that the only way that this
matter can be reached is by an amendment to the Federal Con-
stitution, expressly conferring that authority on Congress.
There are others, however, who believe there i8 room under the
Constitution, as interpreted by our Supreme Court, to allow
Congress to levy o tax of this character, and I understand our
distinguished President to be one of that number. In his letier
of acceptance of July 28, 1008, he =aid:

The Democratic platform demands two constitutional amendments,
ong providing for an Income f{ax and the other for the election of Sen-
ators by the people. In my judgment an amendment to the Constitu-
tion for an income tax I8 not necessary. I believe that an income tax,
when the protective system of cosioms and the Internal-revenue tax
shell not furnish income cnough for governmental need, can and
shonld be devised which, under tge‘decinion of the Supreme Court, will
conform to the Constitution.

In the ease of Pollock against The Farmers' Loan & Trust
Co., decided in the One hundred and fifty-seventh United States,
page 429, the Supreme Court of the United States held the in-
come tax of 1904 invalid and unconstitutional, because, as they
construed it, it levied a direct tax on the rents or income of real
estate, and because it levied a tax upon the income derived from
municipal bonds. At that bearing the court was equally divided,
four and four, upon the question as to whether Congress could
levy an Income tax derived from other sources.

Subsequently attorneys for the appellants filed a motion for a
rehearing in that case for the final determination of the unset-
tled questions. And the Government, through the Attorney Gen-
eral, Mr. Olney, entered an appearance and asked that the whole
ease be reopened and reargued, not only upon the points nnde
cided, but upon the whole question, which petition for a rehear-
ing was granted on the part of the Supreme Court.

In the meantime the vacancy in the court had been filled by
the recovery of Justice Jackson, making the full bench of nine
members present. As the court had stood four to four in the
first decision, it was generally supposed that Justice Jackson
would be the controlling factor in the decislion. And while in
the final case he voted with Harlan, White, and Brown to sup-
port the constitutionality-of the tax, one of the judges that had
formerly voted with them turned over and voted with Chief
Justice Fuller, thus making the court stand five for the uncon-
stitntionality and four for the constitutionality of the act.

The opiuions in this case appear in One hundred and fifty-
cighth United States Reports, beginning on page 601 and ending
on page 715. These pages, including, as they do, the briefs of
counsel, the opinion of Chief Justice Fuller, and the dissenting
opinjons of Harlan, White, Brown, and Jackson, constitute, in
my opinion, a record of the greatest legal battle that was ever
f?ugPt in American jurisprudence. It was a battle of legal
giants,

In that struggle, as he always did, Justice Harlan put upon
the Constitution such a construction as he believed would pro-
tect the rights of the masses of people against the foree and
advantage of accumulated wealth. On page 634655 he says:

But the court takes care to say that there s no guestion as to the
valldity of any part of the Wilson Act, except those Sectlons providing
for a tax on incomes, Thus something iz saved for the support and
malotenance of the Government. 1t nevertheless results that those
parts of the Wilson Act that survive the new theory of the Constitution
evolved bf these cases are those impesing burdens on the great body of
the American people who derive no rents from real estate and who are

not &0 fortunate as to own Invested personal gropert_v. such as the bonds
or stocks of corporations that hold within their control almost the en-

. tlre business of the country.
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Suveli g result is one to be deeply deplored. It can not be regarded
otherwise than as a disaster to the country. The decres now passed
dislocates—principally, for reasons of an economical mature—a sover-
elgn power expressly granted to the General Government and leng
recognized mnd fully established by judicial decisions and legislative ac-
tions. Jt =o Interprets constitutional provisions: originaiiy designed fo
Egget the slave property against oppressive taxation as to O‘glve privk

ma:t:.d immanitles never contemplated by the founders the Gov-
ernmen

If the decision of the majority bagd stricken down all the Income-tax
sectlons, either becauvse of unaunthorized exemptions or beczuse of de.
fects that could have been remedied by subsequent legisIafion, the result
would not have been one to cause anxiety or regret, for In such a case

T conld have emscted a new statute that would not have besn
liable to constitntional objections, Bat the serinus aspect of the present
decislon {= that b?r a pew Interpretation of the Constltution it so ties
the hands of the legislative branch of the Government that without an
amendment of that instrument, or onless this court at some foture

should return to the old theory of the Constitution, Coniress can
nof snbject to taxatlon, however great the needs or pressing the neces.
sitles of the Government, either the Invested personal &ropert)- of the
country, stocks, bonds, and investments of all kinds, or the Income aris-
fromm the renting of real estate, or from the yield of personzl prop-
€rty, except by the grossly unegual and unjust rule of apportionment
among the States. Thus undue and dispreportionsd burdens arve placed
upoa the many, while the few, safely intrenched behind the rule of
epportionment amopg the States on the basis of numbers, are per-
mitted to evade their share of the responsiblility for the support of the
Government ordained for the protection of the rights of all.

1 can not assent to an in retatlon of the Constitution that im-
palrs and cripples the just powers of the Natlonal Government in the
etisenﬂgl matler 0'; tﬂnlration‘andt at the sa:ne time discriminates against

€ greate rt o {8 e of our conn A

The pm:.:t enl effect oxt'w e Qecision to-éa? Iy to give to certain kinds
of property a position of favoritism and advantage Inconsistent~with the
fundamenial prindgies of cur sociml organizstion and to Invest them
with power and intiuence that may be perilons to that ggrﬁon ot the
American people upon whom rests the larger part of the burdens of the
Government nnd who ought not to be subjected to the dominion of
AgEregated wesith any more than the property of the country should
be at the mercy of the lawless _ ‘

Under the inierpretation given the Constitution by-the deci-
sion of the majority of the courf, a man might own a million
acres of productive real estate, or a thousand business blocks
and skyszerapers, and yet could not be made to pay a cent for
the support of the General Government by the application of
any practicnl method. He might own all the stocks and bonds
of all the rallways of the Unlted States; he might own all the
bonds—State, county, and municipal—of the Unilted States, and
¥et under that interpretation conld not be made to pay a cent
to the support of the Federal Government. I thought then, and
I think now, that the decision of the majority of the court was
wrong, aml that the dissenting opinfons of Harlan, Brown,
White, and Jackson were right.

Justice Brown, fn his dissenting oplnion, says:
e Even the specter of soclalism f& conjured up to frighten Congress
*from laying taxes ‘g’gan the people in prupurtlonpta r.hen'!ﬂ:bllit:r to pay

them, = * = ile 1 bave no doubt that Cunﬁ':m will And some
means of surmounting the present erisis. my fear that ip some mo-
ment of pational peri] this deelsion will rise up to frostrate fts will
and paralyze ite arm. 1 hope it may mot prove the first step toward
the 1sttlzt:omer(.';ence of the liberties of the people In a sordid despotism of
wealth,

Justice Jackson, in his dissenting opinicn, on page 705, says:

The practical operation of the declzsiem is not only to dlsregard the

eat principle of equalfty in taxatiop, but the further prineiple that
fll; the imposition of taxea for the benefit of the Government the bar-
dens thereof should be imposed :gon those having the most ability to
bear them. Thia decision, In eet, works out a directly opposite
result in relleving the citizens having the greater ability,” whiie the
burdens of taxation are made to fall most heavily and oppressively
upon those having the least abllity to pay.

Justice White, in his dissenting opinion, on page 712, said:

The Injustice of the decision pointz to the error of adopting it It
takes invested wealth and reads it into #e Constitution as a favered
and proteeted class of property which can not be taxed without appor
ticnment,

Mr. BARTLETT. May I interrupt the gentleman?

Ar. PROUTY. I will yield to the gentleman from Georgia.

Mr. BARTLETT. The gentleman will find the report of that
case where one of the judges, now the chief justice of the court,
declared that that decision of the Supreme Court was an addi-
tional amendment to the Constitution of the United States.

Mr. PROUTY., Yes; that runs through all the dissenting
opinions. That decision, however, ended the efforts of the Fegd-
eral Government to reach that eclass of property for taxation
until 1909, when Cougress inseried in the Payne-Aldrich binl
section 38, providin- for an income tax on corporations. This
act was attacked in the same manper and for the same reasons
as the act of 1504,

But the Supreme Court, in the case of Flint v, The Stone-
Tracy Co., reported in the Two hundred and twentieth United
States Reperts, page 107, sustained the constitutionality of that
section. It Is now claimed by supporters of thig bill that the
Supreme Court In that ease lald down a rule broad encugh to
support the income provisfon of this bill. I wish that [ couid

concur in that opinion, but T can not after a most eareful study
of the case.

It Is true that the Supreme Court In the Flnt case holde that
section 38 levies an income or occupation tax, and does not sus.
tain the tax on the ground that it is a franehise tax, :

Mr. HULL. Will the gentleman yiel@? .

Mr. PROUTY. Will the gentleman from New York give me
10 minutes more time? >

My, PAYNE. I suppose so if the gentleman is going to yleld
it all away. -

Mr. PROUTY. Weil, T will yield to the gentleman from Ten-
nessee; ¥ lke to discuss legal questions. 0

Mr, HULL., Did the gentlemsan read the Spreckels decision in
connection with the suit on which it was based and also for
connection with the Flynt case? ?

Mr. PROUTY. Yes; I have read them. =

Mr. HULL. The basis of the doctrine on which this bill is" -
predicated was the holding In the Spreckels case. o

Mr. PROUTY. There is where lawyers will disagree, as they
seem to in the Pollock case. But in the Pollock ecase the court o
held that the income-tax law was fnvalid Iargely because it wag
a tax upon properiy owned, the income from owned property.

Mr., GREEN of JTowsa. Mr. Chairman, will the gentleman
yield? :

Mr. PROUTY. Certainly. 3

Mr. GREEN of Iowa. Has not the Supreme Court always
held that an occupation tax was valid?

Mr. PROUTY. Yes; a pure oceupation tax; but anyone who
will candidly study this bill can hardly say it is a pure occopa-

tlon tax:

If you will turn again to page 181 of the same report you will
find the distinetion clearly and accurately made. The court
says: 5

The thing taxed fs not the mere dealing In merchandige—

As js-underfaken to be done in this case— '

{n which the actial transactions may be the same, whether conducted
by individnals or corporations, but the tax Is Iaid upon the privileges
which exist in conducting business with the advantages which ;i,n‘here in
the corporate capacity taxed, which are not enjoyed by private
firms or Individuals. . )

Mr. HULL. Mr. Chairman, will the gentleman yield?

Mr, PROUTY. TYes; for a question.

My, HULL. I want to ask the gentleman if the court, in
saying that, was not slmply combating the contention of the com-
plaining party to the effect that the classification was a harsh
and arbitrary one wiich imposed this tax on corporations, while
it exempted fndividuals and coparinerships doing the same busi-
ness in the same manner, and the Supreme Court answered by
saying that Congress found the basis of classification and wrote
it into the statute. .

Mr. PROUTY. Pardon me, but I can not submit for a spesch.
I will answer the gentleman’s guestion by referring down to a
lafter part of the same paragraph,” from which T read:

In the Pollock case, as we have seen, the taxr was held nstitn-
tional, because it was In effect & direct tax on the pr&pertyunsg?ely E.
cause of its ownership.

T am not going to diseuss whether the Supreme Court, In the
Flint case, was right or wrong. ;

On page 150 the Sapreme Court says:

In the present case the t2x s not payable unless there be a CEIrying
on or doiog of business in the designated capacity, and this {s made the
occasion for the tnx. measured by*the standard preseribed. The diffor.
ence between the acts is not merely nominal, but rests n substantial
difcrences between the mere ownership of property and the actual
doiog of ‘business in a cerinin way.

Then, again, on page 151, the conrt says:

The tax onder consideration. 8s we have construed the statutes, may
be described a3 an exeise upon the particular privilege of deinz bosiness

those

‘in a corporate capacity.

I am wholly unable to understand how any lawyer ean claim
that the language of the-Supreme Court in €he cage of Flint v.
the Stone-Tracy Co. would uphold the provisions of the present
bill. Baut I am nevertheless in favor of the passaze of the bill
and putting it squarely up to the Supreme Court again. Chief -
Justice White is now the only one upen the bench who was on
the bench at the fime of the Dearing of the Pollock ease. There
are eight new members now on that bench, and T do not believe
that it would be judicial sacrilege to express the hope, or even
the belief, that enough of those new members of the court en-
tertain the broad views so forcefully expressed by Justices Hap-
lan, White, Brown, and Jackson, and would gladly unite with
Chief- Justlece White in “ restoring to the Constitution its old-
time interpretation,” giving Congress power to levy burdens with
some reference to ability to bear them. But in the meantime
1 prefoundly hope the States will ratify the constitutional
amendment now proposed. That would elothe Congress with
power to pass a law reaching all classes of incomes. The pres- .-
ent Bill does not reach fully the situation. Hampered by the

>

—
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decision of the Supreme Court In the Pollock case, even as
limited by the Flint and Spreckels cases, the framers of this
bill have been compelled to leave untouched for taxation the in-
dividual incomes derived from real estate, municipal bonds, and
other fixed investments, I hope soon to be able to vote for a
biil that will tax all incomes from whatever source derived.

Mr. GARRETT. Mr. Chairman, I desire at the outset to cou-
gratulate my distinguished friend and colleague, the gentleman
from Tennessee [Mr. Huri], the author of this bill, upon the ex-
cellence of the work which by patient toil and profound study
he bas wrought and laid before this House, Tt marks a distinet
advance in the use of the taxing power of the Federal Govern-
ment. It is troe progressiveism, moving along intelligent, .on-
servative, and well-defined lines, i

It is mot surprising that we find many of those on the Re-
publican side of the Chamber standing in opposition to this
method of taxation. In so deing they are entirely consistent
with thelr party’s céurse throughout its history, Tley are
thoroughiy in line with their platform of 1585, wherein that
party declared that before it would trench upon the protective
tariff system of the country it would reduce the excise tax upon
dealing in tobacco and intoxicating liquors. ’

1t is proper to say, I think, that different motives control the
Republican Members who are in oppesition to this measure,

Some of them are opposed to [t because it is abhorrent to
them to tax wealth, but, I think, the great majority of those
who are opposed to the bill are opposed to it because it threat-
ens the protective tariff system which their party has nurtured
s0 long. }

Mr.g()hairman, it is not strange that the guestion of taxation
has always been & central one throughout our Governmeut's
history. The question of taxation—the taking of the substance
accumulated by the people in order to sustain and sapport
organized soclety—is and must be the chief concern of the
members of that society. : . .

The taxing function of a government is at once Its mest
delicate and its most fremendous power. The Democratic Party
has stood consistenfly by the principle that this delicate, dan-
gerous but essential power was given for one purpose and one
only—that i{s to enable the Government to live. We believe
that it may justly collect from the ‘citizen in return for the
protection it assures him such of his substance (equality with
his fellows in benefifs and burdens to be mainfalned) as is
essential to sustain the Government and enable it to perform
those duties necessary to the preservation of his rights and
libertles and the promotion of his well-being pnder the law and
the Constitution, but not ope penny more. The Republican
Party has taught, and wrought into law the teaching, that this
pawer may be so manipulated as not only to collect revenues
for the Government, but also insure profits to individuals.

The Republican Party organized as a sectlonal party, and gain-
ing control of the country as such became early in its history
the subservient agent of speclal inferests and dedleated itself
to their service. That party was the direct descendant of the
Whig and Federal organizations. The Whig Party was iis
father; the Federal Party was its grandfather. It has devel-
oped few of the virtnes of its father, and in its very infancy it
showed an inheritance of all the vices of its grandparent. "It
seized the taxing power of the Government, and fo an exfent
far greater than its forbears dared to go it has exercised that
power, not primarily fo raise just sufficient revenue to sustain
and support an economically administered Governament, but in
order to enable a few men to gather into their private coffers
the substance of many. -

Mr. Chairman, it was the custom of ancient Rome to “ farm
out” the taxes imposed upon those who were subject to her
imperial sway. For so much paid into her coffers an individual
was granted the -right to collect and retain the taxes of a
province, and he in turn would sell to others the rights to this
subdivision, and to that and behind these tax gatherers was
thrown the force of Roman law and the power of Roman arms
to grind from subject peoples the fruitage of their Iabor.
Throuzh long centuries she spread her sway and wrought her
fron will, but the time came when she sought to cross the
Rhine and bring beneath the Roman ecagles the tribute of the
tribes of ancient Germany. The world knows the result. To
the north of the Lippe that proud Germanic race lured the
legions of Varus and destroyed them utterly. They broke the
force of Roman power and brought her prestige to the dust
They would net pay to a safrap of even mighty Rome.

Those men who in the depths of the German wilderness
spurned Rome and all ber glory, humbled her pride, and broke
the circle of her world-engulfing power were the progenitors of
the mighty race which has builded and peopled this Republic,
And yet to-day we see a great political party committed to the

doctrine of farming out the taxes, as it were, of exerting the
taxing power for the benefit of individnals, and we see that
party supported by intelligent, honest men.

Mr. Chairman, the protective-tariff system bas had behind it
the most ingenious and insidious influences that ever backed
a cause. No political principle, no economic policy, no religious
creed has ever drawn info the arera of debate and disputation
nimbler, keener, or more incisive intellects than has this

When the Nation was young and but an agricultural coun-
try—it hawing been England’s policy to discourage manufae-
tures in the colontes for the sake of her own trade—it was said
that the Nation must stimulate its manufactories s#und that ihe
people couid well afford to make the sacrifices required in order
to develop her resources as a war measuare. This was the
soundest basis, let it be said, upon which the system ever
rested, but leng, long azo that ceased io be a reason. Then
came the plea of minority.

The people were told that they must protect infant industries;
that the Government must be ward for newborn babes. This
was plausible for a time, but at length they began fto see whis-
kers creeping out ‘from beneath the swaddling clothes, The
infants had become careless about shaviug, and there was no
infant’s clothing to be seen hanging out on the wash line. A
gentle hint was given to the powers that were that the public
did not feel called upon to support these industries through a
second childhood. [Apfiause on the Demoeratic side.]

Then the ingenuity of Republican ieadership developed an-
other idea, and we were gravely informed that the protection
was costing us nothing; that the foreigner paid the tax. Why,
I remember when every Republican corater in the land taught
that, asserting it with a gravity and a seriousness that was
astounding, No one thinks of teachipng that to-day. The man
who would make that statement to an intermediate class in the
publie schools of the couniry would be laughed to scorn.

YWhen the otter nonsense of this had become apparent there
was developed the beautiful theory that by reason of prohibit-
ing foreiza importations our domestic preduction would be so
stimulated that competition among the home manufacturers
wounld reduce prices to the home consumer. The people listened
and pondered; they said, * Now, that seems reasonable; that is
assuredly economic wisdom; at last the touchstone has been
located; the economic truth of the ages has been discovered;
the secret of the sphinx is ours.,” They voted fhe Republican
ticket, the Republican leadership smiled and hoisted the tariff
some more, The masters of the Republican Party chuckled in
their glee. The people settled down fo await the coming com-
petition, the farmer plowed and the carpenter drove his nails,
the shoemaker plied his awl and the blacksmith wrought his
daily task while the mothers of the land chanted their babies
to slumber and to dreams with the new-found melody of —

Bye o' baby, don’t you ery.
The tarif'll cheapen things by and by.

The days passed and the years went by, and the consumer
began to get impatient; he began to look about him. Some
things were cheapened indeed, but when he compared them with
world prices he found they had not cheapened encugh. He
sought for that promised competition and suddenly awoke to
the fact that there was none., The day of the trust had come,
and we were informed that the old aphorisms about competi-
tion were antiquated and absurd in this modern day.of Repub-
lican economies. “ Why,” they said, “ competition is ruinous:
combipation {s the only hope of industfial integrity.”

Given a tariff high enough to prevent the influx of foreign-
made goods, the domestic producers proceeded to organize them-
selves into divers corporations; then these corporations pro-
ceeded to organize holding corporations and transfer the steck,
which in most instances was pumped full of water, to these lat-
ter, in trust, and the “trustees” fixed the prices, often at
both the buying and selling ends of the line, and with compe- .
tition at home checked and foreign competition shut out by
the tariff wall, the consumer stood “at the mercy of Tibertus.,”

Not only this, but the consumer awoke to another fact—that
is, that the producer, whom he was taxing himself to favor,
bad one price ppon his products for home folks, whose faxes
he was getting, and a lesser price for that foreigner who ounce—
in his dreams—paid the tax.. "

His indignation began to creep up to the danger point. and
once again the ingenious spirits in the Republican Party turned
to their splendid imaginations for inspiration. It eame. *'Tis
true,” they said, with an affectatlon of candor, * that the tariff
is no longer necessary as a war measure; 'tis frue that the in-
fant industries are full-grown bearded men: 'tis true we were
mistaken about the foreigner paying the tax; ‘’tis true ’‘tis
pity, and pity 'tis 'Hs true' that we were decelved as to the
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domestic ecompetition ; but, O citizens of the Repubiie,
aﬁc&i{s? fmnint?ﬁn the tariff for the benefit of American labor.”

1 heard of an American laborer who sought to buy a machine
and wrote to an American manufacturer for the price. A
stupid clerk by mistake sent him the export Instead of the
domestic price list. He did not notice this, and was surprised
and delighted to find that he could obtain it cheaper than his
neighbors bad purchased by almost half, He sent in his order,
and by return mall was advised of the error, and the domestic
price was quoted nearly twice as great as that which it was
proposed to charge the man abroad. Quite naturally he was
puzzled, and he went ‘to his protectionist Representative in
Congress for an explanation. “ Why is this?” he said. “ Why
should I be compelled to give twice as much labor—for my
labar is my sole purchasing power—for that machine as the
forcigner gives?” And his Representative responded, * Why,
my dear fellow, you must do that to protect American labor.”
[Laughter.]

When Madame Reland was being led to the seaffold she
gazed about ler, and, divining the sordid and selfish ambitions
which. in the name of liberty, were seading her and otbers to
their deaths, exclaimed, “ O Liberty ! Liberty ! how many crimes
are comuitted in thy name!”

Looking around us at the sordid selfishness and grasping
greed which bas held this Republic with a strangle hold for
near half a century, are we not tempted to copy her pathetic
remark and exclaim, “ 0O American Labor! American Labor!
how many crimes are commitfed in thy name!™ [Applanse on
the Democratic side.] -

The grim humor of the situation began to dawn upon the
American consumer, and the masters, quick to catch the first
note of alarm, took up the American-labor cry, the full-dinner-
pail argoment, and to cap it all eried out in anguish: “ Oh, men,
think of all these things and think then of that awfunl panic of
1801, induced by the Demoerats going into power two years
after that, in 1893!" I am waiting with somme interest to see how
long it will be after the Democratic vietory, which is coming
this year, before Republican orators will be charging the Demo-
cratic Party wiih responsibility for the Roosevelt panie of 1907.
[Applause and laoghter.]

“You shall have relief,” they sald. “ We can not tonch the
{ariff, it Is true, because of labor, but rely upon the Repub-
‘lican Party. We will find a way. Assuredly, oh, most assur-
edly! A new figure has arisen In this world; within him are
blended all the virtues and nll the wisdom of the ages. Conb-
stitutions are nothing in his sight; before his tread all barriers
fall; at bis behest the rivers will run from the seas; the laws
of supply and demand be restored or discontinued, as he may
chooge; the sun will stand still while he fights the battles of
the Lord, and within four brief years you shall see the millen-
nium; it is believed that T. Roosevelt may himself hold the
proxy of the Messiah and represent him at the second coming.
Who knows but that he is himself thie Messiah reincarnated?
He has not denied it. [Laughter.] At eny rate he will punish
these cruel malefactors of great wealth who have been gullty
of exercising the business opportunities which our laws, by their
favoritism, have offered them. Will you not, Teddy?™ * Will
1" =aid Teddy, "will I?7 Waich me; I shall be delighted.”
[Laughter.]

We have observed, of course, that Mr. T. Roosevelt, amid all
his multitudinous activities, did not touch the tariff Mr.
Roosavelt was a wise nian in his day and generation. He was
able to assall “ My dear Harriman,” but the tariff barons—not
ke, He unloaded the tariff proposition upon the expansive
shoulders of the goed-natured gentleman whom he selected to
suecead him—Tfor one term,

Mr. Taft having been informed by Mr. Roosevelt that he was
to tuke his place laughed in his good-natured way and went
forth to make some speeches in 1907. The mutterings of the
pecple had beeome a ruble. * There must be a revision of the
tariff in the interest of the consumers,” they said. “ Why cer-
tainly,” responded the wise men of the East. “ Why certainly,”
regpended the leaders of the Republican Party. The gentle
nman frem New York, Mr. Sezexo E. PayyE, was then the chair-
man of the Committee on Ways and Means, to which tariff
bills are referred in the House. He is not now, but he was
then. [Laughter and applause on the Democratie side.] “ Why
certainly,” sald Mr. Pay~g, “we will revise the tariff”'; and
sometimes I think bhe really meaut it. The distingnlshed
Senator from Rhode lsiand, Mr. Nelson W. Aldrieh, was then
the chairman of the Conimiftee on Finance, to which tariff
bills are referred in the Senate. He is not new, but he was
then.  Under the Constitution revenue measurss must origi-
nite in the House, but tha Senate can amend them. I can not
Positively vouch fer it, but I have no doubt that Mr. Aldrich

looked over the Senate and carefully took note of those who_h'gi?-

been and were sure to be elected as Senators fo the Sixty-

Congress, and then, “ Why certainly,” said Mr. Aldrich, “ thars

must be a revision—a revision—of.the tariff; strange I had -
not thought of that before; why certalnly,” and he smiled.  He - -
met Mr. Taft and they talked awhile, and they both smiled, E i

imagine, also, that Mr. Smoot, of Utah, not then, but soon: to
go, upon the Senate Finance Committee, met thiem and they all
three smiled. “Why certalnly, certainly; Calpurnia hath had
her sweeter dreams, and we must revise the tariff.,” =5

Mr. Taft, as I have said, went forth to make some speeches,

and in the very heart of New England indicated that he favored re-+

vision downward, New England smiled and smiled and smiled.
The Republican convention met and adopted a platform. Had

the voters read it in the light of past experlences I do not be- =
lieve they would bave permitted themselves to have been again
deceived by campaign promises and stump-speech platitudes -

When I was a schoolboy and studied logic I remember some-
thing of a figure or a principle called “ reductio ad absurdum.®
The Republican Party's platitudes often reminded e of it, but
never was it brought as forcibly home te me as when I read the
tariff plank of the Republican platform of 1908. 1f it had been
serious it would bave been ridiculous; being not serious, it was
a criminal trifiing with the hopes and aspirations and rights of
a generous and patient people. It declared for a revision, but
with no promise of reduction. Tt sald fhe protective prineiple
must be maintained, and that it could be best maintained by
laying a duly sufficient to egual the eost of produnction at home
and abroad and maintain a reasonable profit to the American
producer.

For sheer absurdity, among all the ufterances of political
platforms since parties began, I am committed to that

Difference in the cost of production at home and abroad. for-
sooth! Why, gentlemen, Mr. Charles Emery, of that famous
Tariff Board npon which the President relies, speaking at a
banquei of the American Association of Woolen and Worsted
Manufacturers in New York some time ago, is reported to have
sald: %
There are certain things that are very difficult to get, and omne
thing that. according to the platform of the Republican Party—and,
incidentally, that does not mean snything to me except that I have
been given the job according to that platform—Is to try to get the
cost of production. I thank you sll. genflemen, that you did not laugh.
1 frankly say right here that this idea of settling things on cost alone
1s all nonsense.

If cost could be obtnined, what country wonld youn take as
the standard for the cost abroad in order 1o ealeunilate the dif-
ference? Germany, Japan, China, India, with all their different
standards of labor? And, having settled upon a country, what
factory in that couniry and in this would you make the basis?
YWhat elements are to be considered? >

And a guaranty of “reasonable profits,” indeed! What
right, legal or ethical, has a party to take this Government of
a whole people and pledge itself to use its taxing power so as
guaraniee to individuals a reasonable profit? [Applause on the
Democratic side.] And yet I know some Republicans who
smile at the Socialist as a dreamer or a crank.

I claim no powers of divination, but I am going to venture one
prophecy, and that is that In the Republican platform to be
adopted at Chicago this year you will net find that expression
about guoaranteeing ' a reasonable profit.” The gentieman from
New York [Mr. Pay~xe] on yesterday had an epportunity to
present that espression of the platform to this House in a legis-
lative way. He made a motion to recommit the sugar bill with
instructions, and the instructions were: .

To report the same back "to the House omended so as to eliminate
from the sugar schedule the Duteh standard color test, the difercntial
on refined sugar— )

Which two things, by the war, he might bave eliminated in
the Payne-Aldrich bill, but did not—

rovide for a tarif on sugar that shall measure the diference be-

ween the eost of production at home and sbread.

But not one word did the gentleman from New York have in
his motion ahout guaranteeing the * reasonable profit.”

Has the gentleman from New York [Mr. PAYNE] in this short
time deserted his party platform of 19087

Bat I digress. In 1808 the people trusted them once more.
Mr. Taft and his party were triumphant, a special session of
Congress was called, and the farce began. 'The history is so
recent I need not repeat it.

“The farce ended August 5, 1909, when the President attached
his signature to the Payne-Aldrich bill and accompanied that
signatore with a public apology to the people of the Tnited
States. The people accepted the bill because they bad to, but
they declined to accept the apology. Congress adjounrned, and
ihe President started shortly afterwards on that first funeral
marech fo the western coast. He stopped long enough at Winona,
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Minn,, to apologize again. I have not his exact words before
me, hut I can quote them in substance. He said the bill was
the best tariff bill ever written. He did not smile. Neither did
the people. They ha-haed, and when November, 1910, came,
the earliest opportunity presented, the worm turned and a
wighty people arose in their wrath and swept from power in
the only positions they could then reach—the House of Repre-
sentatives and ceriain seats in the Semate—that party which
had deceived #hem so often with its hypocritical cant and its
disingenuous pretensions.

Afr. Taft sald something else in that Winona speech.- I give
him eredit for being a candid, honest man.  Discussing the
woolen schedule, he frankly admitted that it failed to measure
up to the platform promsises of his party, and he made the as-
tounding statement that when an effort was attempted to give
the people relief from the exactions of the woolen tariff that
it was found that the interests in the Republican Party brought
about by a combination of woolgrowers and woolen manufac-
torers in 1867 was so strong that his party could not stand
against it; that they dictated terms to it and compelled the
woolen tariff to stand, with the alternative of no-legislation at
all if they touched it. [Applause’ on the Democratic side.]
How pitiful! The party of Abrabkam Lincein held up with a
sandbag and forced to stand and deliver! This upon the au-
thority of the first citizen of the United States. Forced to vio-
late its plighted falth, forced to disregard its solemn word

Mr. Chairman, I am a believer in Democratic principles. I am
a partisan, but I try to be a polite one, Notwithstanding my op-
position to the fundamental principles of the Republican Party,
I recognize that iis has chapters in its history of which the
future will take favorable note; but because I am a patriot
before I am a partisan I say to you that I hung my head in
shame when I read and realized the truth of that expression of
the President. [Applause on the Demgoecratic side.]

It does not reflect upon the honesty of the masses of the Re-

publican Party or of the people of the United States, because.

let it be said in candor, they did not know it. Those interests
had obtained their strangle hold unawares to them. But they
know it now. The President himself has vouched for it. What
will they do? I think T know what they will do. They will
arise in their wrath and smite as they have smitten. They will
cleanse the temple of this Republic.

But there is more to the history. In 1910 a people, indignant
at their betrayal, turned to the Democratic Party and elected a

Democratic House of Representatives, as well as a number of

Senators. That Congress was called in speclal session and met
in April, 1911, and a Democeratie House proceeded with the re-
vision of that schedule which the President had denocunced.
[Applanse on the Democratic side.] “We remembered what the
President had said about the woolen schedule, and at the eariiest
opportunity there was laid before him by a Democratic House
and a close Senate a new woolen schedule, moderate in its
character, conservative In its items, but constructed so as to
preserve the revenues and at the same time bring relief to the
people. We demonstrated that there was a party which the
woolen inferests could not control and make to eat from their

hand. That bill, the just answer to a people's just demand,

went to that President who had freely acknowledged the viola-
tion of faith by his own party on that schedule, and he vetoed
it upon the sole ground that he himself was ignorant. He wounld
not take the judgment of the Representatives fresh from the
people, commissioned fo do what he regretied his own party
had not done, notwithstanding they had all the information and
" more than his party had when it framed the Payne-Aldrich bill
He must walt until Calpurnia had dreamed again. He must
walt for the cunning genius of a tariff board to fiower and fruit,
though he needed it not when he signed the Payne bill.

And this was repeated as o other matters and other schedules
of the tariff.

Mr.-Chairman, I should gladly suppert this exeise bill now be-
fore us upon its own merits, even if it is were not necessary as
4 measure to supply the revenues that will be lost to the Gov-
ernment if sugar be placed upon the free list, because I believe
that it is essential to the preservation of the Institutions of
Government in this Republic that there should be laid in some
manner or in some form a direct tax, a tax which the people
will feel.and which they will realize they are paying.

I believe that oné of the dangers to cur Federal Government's
stability Is that under our present system the people do not real-
ize when they pay the Federal taxes. The hand of the tax-
gatherer is hidden. We know quite well when we pay tribute
gm&ate or county or municipality, because we pay directly,

d over the cash and receive nothing but a tax receipt in re-
bI:m'n. _The Federal stipend is wrapped up in the coat or the
lanket that you buy for yourself, the dress you purchase for

|
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your wife, the shoes for your child, concealed in the plow and
the hoe and the ax, in the food which the laboring man buys;
and the trouble of it is that the consumer pays this tax whether
what he buys is imported or made in this couutry. If it is
imported the Treasury gets the tax. If manufactured heve the
manufacturer gets it.

My friends, the growih of secialism in this country within re-
cent years has Deen such as to cause all thonghful men to pause
and ponder. Even I can remember when socialism was regarded
as an incoherent, meaningless passion; but the vote has grown
by leaps and bounds, and fo-day a representative of that doe-
trine sits in the House of Representatives of the United States.
I do not profess te understand the eresd in all its refinements
and ramifications, but 1 understand in a general way that one
of its prineiples is common ownership of property; that no man
shall own anything bot all men shall own all things, That is not
of itself a popular doctrine; there is a prineiple implanted in the
heart of every man which leads hiny to wish to be able to say,
“This is mine, the fruit of my labor, the increment of my toil”
Why, then, has the party of that doctrine gathered such momen-
tum? Perhaps it is true that the rapid introduction into our
population of a foreign element, some of whom know nothing of,
and many of whom care nothing for, cur constitutional limita-
tions and restrictions has been in part responsible,

But more than all else I believe that it is due to the fact that
men have looked about them ; have seen the inequalities imposed
by the special interests that have so long been in control of the
taxing power of this Republic; have seen the great forces of
the Government manipulated so that one man might live in the
sweat of other men's brows; and restless and discontent, dis-
gusted with such legislative legerdemain they have rushed to
the other extreme and embraced a doctrine foreign to our gov-
ernmental hopes and aspirations, .

If a system of direct taxation such as is proposed by this
bill be established the citizens of this country will feel Federal
taxation, and when they feel that taxation they will begin to
guard Federal expenditures.

I think it was Edmund Burke who said that if you would hide
the hand of the taxgatherer in the intricacies of a tarlff you
could tax even an Englishman down to his last loaf of bread
and his last rag of clothing without evoking protest, and that
philosophy holds good, in a measure, even unto this day.

Because the people of this country have -not realized when
they ivere paying Federal taxes extravagance in Federal expen-
ditares has resulted. They have come all too often to regard
an appropriation from the Federal Treasory as so much “ picked
up,” not as so much spent. The popular thing for a member of
a State legislature to do iz to save in expenditures. Why? Be-
eause the State tax Is a direct tax. Sometimes it seems that the
most popular thing a Representative In Congress can do is to get
an appropriation. Why? Because the Federal tax isindirect and
the constituency, though it is composed of the same people repre-
sented by the State legislator, does not realize that it is paying,

But they do pay, Mr. Chairman. Aye, sir, not only do they
pay to the Federal Treasury, but for every dollar which they
pay through the tariff laws into the till of the Treasury they
pay from $5 to $7, according to best estimates, that go not for
governmental purposes, but into the pocket of some domestic
producer,

Not oniy has this indirect system of taxation resulted in
extravagance in Federal expenditores, but it has resulted in the
centraiization of governmental powers ino the Federal entity.

Why, sir, the tendency is constantly growing for the States
and local communities to shift upon the Federal Government
duties that they should perform. How often are we urged to
suppo:art Federal appropriations for the construction of high-
ways? .

How often does this demand come from’ cltizens who wonld
not think of voting to bond their county for that purpose?
Why? The county tax is direct; the Federal tax is indirect.
And yet if the Federal Government did it, it would cost from
two to three fimes as much as for the community to do It
And go of many matters.

Mr. Chairman, this is a good bill; it is a splendid bill; it is
in accord wth soundest governmental principles and best and
bravest Democratic policies. The criticisms of it seem tp me to
be almost puerile. The gentleman from Ohio [Mr. LoNGworTH]
thinks it will not reach men like Mr. Carnegle or Mr. Rocke-
feller, I think he is mistaken; hut suppose he is correct; sup-
pose, under the decision in the income-tax case—the Pollock
case—this bill ean not reach them. Shall we for that reason
refuse to use our legitimate powers to tax others who are
able to pay? For shame!

I believe the people will approve this bill, and will indorse
our party for proposing and passing it Mr. Chailrman, the
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Democratie Party has wandered long in the wilderness, In-
ternal dissensions have dissipated our forces and disheartened
our followers, yet, turning neither to the right nor to the left,
but holding fast to the faith of the fathers and walking ever
in the light of living issues, we have moved out from the swamp
with its tangled thickets and its fetid waters, and standing
to-day upon the mountain top we gaze with rapt vision into
the promised iand. We have the House of Hepresentatives now,
and I belleve the people of this country Indorse its actions and
approve the profert of intention which it has made aod that
next November they will say unto our party—

Well done, good and falthful servant. Thon hast been faithful over
a few things: I will make {hee ruler over many things. Enter thom
into the joy of thy Lord.

[Applause on the Democratic side.]

Mr. PAYNE. I yield 20 minutes to the gentleman from
Kansas [Mr. Jacssox].

Mr. JACKSON. Mr. Chalrman, I certainly shall not attempt
to fiatter myself by thinking that what I shall say upon this
question will be of any particular interest to the Members of
this House or to the country; bpt I wish to say a few words
upon it becanse I regard the bill, connected with Its companion
piece, as the most stupendons plece of demagoguery and fraud
that has ever been attempted to be perpetrated upon the Ameri-
can people In the name of American politics, [Applause on the
Republican side.}

I characterize It as possessing the element of fraud, as it pre-
tends to relleve the people from taxation, but, in fact, ndds to
their burdens, 1 call it demageguery because it will be called
before the publle an income tax, when in fact it is not. It is
wholly unscientific and moves away from that class of wealth
a true Income tax would reach. By its terms it exempis cor-

Pporate and idle wealth and the swollen fortunes of the country.
- Can the * revivified ” Democratic Party afford to siand for a
makeshift measure which will discourage the adoption of a true
incomme tax at a time when we need only the ratification of the
constitatlonal amendment by six additional States to make It
efiective, and we have two new States ready to reduce the re-
quired number to four?

AMr. Chairman, I do not think any gentleman on that side of
the House can charge me with being extremely partisan,

Mr, HUGHES of New Jersey. Ob, no; no.

Mr, JACKESON.. The gentleman may well repeat out of order,
“0Oh, no; no”; but when the gentleman has stood here and
voted agoinst the measures adopted by the cath-bound caucus
on that side of the House a8 often as 1 have voted for measures
not approved by our caucuses and conferences, he may then
shake his gory locks at me for being a partisan.

The troth is that I bave promised wmyself, at-least, fhat I
shall speak out against fraud and demagoguery wherever I find
it, svhether it be in our party or in your party. I have long ago
made up my mind that the statement so bften heard, especially
on that side of the House, that this country is’a government of
political parties, is not correct. - This Government is, or ought
to be, a government by the people; and I say to vou, Members
of this House, that, taking the last 20 years of the history of
this country, every great national question that has received the
sapction of Congress or of any considerable number of the State
legislatures has come about by the organization of the people
of this country almest independently of the political organiza-
tions,

I do not mean te condemn pelitical organizations by that
statement, but I mean to say that political organizations follow
and do not lead In expressing the public will In this country, and
so I deny the statement that we have a government of political

arties.
. T have voted for every tariff bill that has been brought out
by the Ways and Means Committee on that side of the House,
with the exception of the chemical bill and the sugar bill. I did
not vote for the chemical bill because I regarded it as an honest
Democratic measure. It was not an attempt to reduce the
tariff; it was rather an attempt {o raise it by levying dutles
upen nencempetitive articles, and therefore T voted againkt it
1 voted against the sugar bill because I believed that you gen-
tlemen on that side did not believe in it. There is scarcely a
single Member cn that side of the House who would have voted
for it if he thought there was any chance of its becoming a
law. I voted for the other bills because there was an honest
difference of opinien as to whether or not the protection carried
by them would destroy American industries. Indeed, the dis-
tinguished chairman of the Wayrs and Means Committee, who, I
see, has now left the Hail, on every occrsion made the state-
ment that the dutles earried in these bills equaled the difference
in the cost of preduction at home and abread, making this
statement, T assume, in the joy of that new-found definition of
bis of @ tarif for revenue. Taking his word for it, having the

same confidence in a Republican Senate and a RepubMean
President that the Democratic Party always evidences when
confronted with a real responsibility, I voted for the bills in
the hope that a Republican Senate would reframe them to muke
them into fairly acceptable tariff bills ¢

Buf here, gentlemen, we are face to face with this bill and
its sister bill, that proposes not to place a duty upon a revenue
basls, but absolutely to destroy the public revenues and at the
same time to destroy one of the great American indusiries.
Three or four facts stand out undisputed in all the investiga-
tions which you gentlemen have conducted here and in all of
the information which has heen gathered and in all the dis-
cussion of these two bills. The first is—

(@) That we are producing through the beet-sugar Iactories
and the cane sugar of Louisiana fully one-third of all the sugar
that we consume in the country. T

() The next fact admitted by the Hardwick investigation
and the Ways and Means Committee is that this is the only
independent sugar indusiry that exists in the couniry or in the
world, and that this constitutes the only competition that we
have by which prices may be reduced.

(¢) It is admitted that this competition did within the last
vear serve to lower the price of sugar to the American con-
sumer almost 1 cent per pound.

(d) It is admitted but for this competition the price of sugar
in this country is largely controlled by the Sugar Trusf, and
that control failing at any time the fixing of prices passes to the
great foreign syndieate, which, by means of the Brussels con-
ference, controls the prices of sugar on the world's market as
certainly as does the board of directors of the Sugar Trust
control the affairs of that corporation. Still, back of this com-
bination stands Russia, by her bounty fed and highly protected
pauper-labor industry, dominating the sugar market, as does
Argentina the coffee market, of the world.

Now, If that is true, I say to yon that this sugar bill is a
fraud and a deception, becaunse you hope to go out with it and
purchase the vofes of the American people under the promise
of cheaper sugar when you must know that when this home
competition is destroyed that sugar will not be lower than it is
now, but will be higher.

. Is it not clear that by free sugar in this couniry you place it
in the power of the European syndieate and Russia to cover
into their treasury the dutie’ you propose fo remove from
Ameriecan importations? This was England’s experience, and
she was forced to restore her duties to protect her own freasury.
It had been our own experience in the coffee trade. The gentle-
man from Nebraska [Mr. Noesis] has presented at this session
of Congress an almost unanswerable argnment tkat we shall be
compelled to restore a duty on coifee to prevent our people from
paying the expenses of the Argentina QGovernment exacted
through the high prices of coffee by the Government monopoly
of the Argentina Republic. The remedy for this condition of
affajrs, the way to bring cheaper sugar for the American con-
sumers, is pointed out by the greatest sngar statistician of the
world, 2 man who all admit to be disinterested and fair and
able. In his evidence in the hearings Mr. W, P. Willet said
(pp. 3556-5T) :

As showing the ultimate effect of home prodociion egual to or sur-
passing home consumption. T call attention :‘swdally for earnest con.
sideration to the fzet that in 10910 we reached this desired consumma-
tion within 74,000 tons, and as a result we were almost indepondent of
Europe; 80 much so, in fact, that we got our sopplies from Cuba at
over ope-half cept per pound under world's prices, during which time
ope man (Santa Maria) was carryiong on & big boll speculation in
Europe in which we would certainly have been %nm!ved but for this
Hmited amount we required that year. In 181f the Cuhan crop fell
ehort of 1910 by 320,898 tons, and we required 212,182 tons from abroad
to com{ﬂete our supplies; hence we were involved in the sorld’s prices
in 1911, and the result was & hue and cry agalinst the high prices of
spgar. I am not making an argument, but am simply peinting to the
facts that appear to me to make the consideration of [ge Inprease in our
local suppifes of greater importance in legisiation than a reduction of
duties be{ond certain limits, those limits to be such as will pasitively
exclode all sugars outside those of our Sintes and dependencics.

In all these analyses I reach the same conclusion—that to decrease
the price of sugar to the consumer, lncrease the domestic preduction as
rapidly as possible (p. 3978). ¥

The domestic indusiry In the western part of the conniry
represents an investment of over a hundred milllon dollars,
made under the promise not alone of our party, but of your
party, because do not forget that under the free trade in sugar
which you gentlemen seem to be so proud of throwlng in the
faces of certain leaders on this side, when that condition of
affairs existed your party put a duty of 40 per cent on sogar.

Now, then, following that line of legislation, not only has a
hundred million doilars been invested in this industry in this
ceuntry, but hundreds of thousands of American farmers have
taken their effecis and property and camped under the shadow
of irrigation works and gone into the business of produecing
sugar to feed the American people.
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Now, if there is anything in this country that deserves the
praise and the pride of the American people it is the hopeful-
ness of the western farmer. In a few weeks he will take }115
plow from out of the shed, if he has ahy shed, and will bring
into action the farm implements of his business, and step for-
ward with his heart full of hope—God bless him—to produce
another crop. Does any man on this floor think that a single
acre of sugar beets will be planted this next year if your bill
becomes a law? You told us that the price of sngar went above
T cents last year because of the failure of something like a
guarter of a milllon tons of sugar in Cuba. What kind of a
price would sugar be next year if it were given out that the
great product of the western fields in this conntry of ours were
to be cut off next year? It permits of not a shadow of doubt
that sugar, under such circumstances, would be higher and not
lower.

But, Mr. Chairman, I refuse to consider this subject alone
from: the viewpolnt of saving a few cents per year to each
American family in the purchase of sugar. The interest of
every Ameriean citizen is broader than that. The production
of G00,000 to 700,000 tons of sugar to continental United States
involves large financial transactions and the employment of
many Ilaborers. To meet these expenses the bankers of the
communities where such indusiries exist have stood by the
farmers and factories to assist them in meeting temporarily
these expenditures. The destruction of the industry meaus an
unsettling of credits that may threaten the very financial guist
and stability of the eouniry. Absolute free trade in sugar also
means great disturbance of the industry in our island dependen-
cies and Cuba and a lessening of their capacity to buy and
consume American goods.

This is a trade, consisting in the main of flour and meats, in
which the West is directly interested. I wish to set forth here
a view of Porto Rico Progress. On February 1 this prominent
Porto Rico paper stafed the following ediforially: -

The consumer asks himself, “ How does the tariff affect me?” It in-
creases the dally cost of his suzar one-haif cept. But does the Ameriean
consumer koow that, practically due to fhe tarif on sugar slome, a
market for Ameriean goods has been developed fm Porto Rico which
will amount to $50.000,000 a year in ancther 12 months? This is
where the great factor, human pature, dtherwise knowg as selfishness,
enters the equatioon. * ]

Since 1898 (the year of the American ccecupation), the sugar indasiry
of Porto Rico has increased from about §2.500,000 to £24.000,000. In
the same period the purchases of Porfo Rico from the United States
have increased from sbout $1.500.000 to $34,600,000. In ciber words,
the production of sugar jn Porto Rico bas become 10 times greater, and
our purchases from the mainland are 22 times greater.

One-third of the wage earners in manufactories in this Island (ae-
cording to official data furnisbed by the Census Bureau) depend upon
the sugsr and molasses industry. The number of persons dependent
upon each waze earner for support and the number of business estab-
lishments and miner indasiries which owe their existence to the sugar
business are not known. To say that 50 per cent of the population is
directly and vitally interested would be conservative. Any alteration
in the tariff on sugar will immediately impair the purchasing power of
€00.000 people who now bny from the United States and will uﬁimately
affect G00.0i{) more.

In 1901 we bought from the United States $7,000,000 worth of goods.
Last vear we spent in ler markefs $34.600.000. Next year, I the tariff

is not changed, the figure should be §50,000,000.

’ If the tarif on sugar is eliminated. the consumer in the United States
may possibly save $1.25 a year, bot the business men of the Nation will
lose in the end half of their market in Porto Rico, meaning an annual
loss of about £25,000.000,

Apart from the fact that the American consumer may get his sugar
for $1.25 less a year, no one will benefit by putting sugar on the free
list so much as Cuba. She mow buys her machinery iz the cheaper
markets of Europe. She will continue doing so unless absclute free
trade is granted, and this is too remote a possibility to be considered.
Tn short. Cuba will fatien on the American sugar market and will spend
the profiis In Europe. Porio Rico, on the otber hand, spends her earn-
fngs in the United States,

It is unnecessary 1o elaborate on thiz argument. Human natore is
the same the world over, even In the United States Congress: and that
supreme commander of human actions, Selfishness, wiil doubtless govern
in this case as in all others. .,

The only point to be borae in mind is that by taking away the pro-
tection given us DY the sogar tarif the United States will seriously
fnjure one of her best customers. Porto Rico buys more from ‘the
TUnited States than Russla. Spain, Anstria, Japan, rkey, and all of
the East Indies.
does to any other country of South and Central America, except the
Argentine. Porto Rico occuples twelfth FIBCE in the list of the markets
of the United States. Her purchases from the maipland are greater
then those of any other noncontiguous terrliory, exceeding those of the
Pj“"ppég‘e) Islands by £10,000,000, Alaska by sg,ooo.ooo, and Hawali by

7,000,000,
cold-blocded Lusiness propositio
toﬁgr‘;ttle%’urﬁo Rico to bcnefgt ‘:Z‘ubta ‘.’B' T AL A T Al Btites

What is true of Porto Rico is also true to a large extent of
Hawaii and the Philippines, While the.effect on Amerlean
trade with Cuba is not so direct as with Porto Rico, the 20 per
cent preferential tariff, which reciprocity with that island gave
her, has caused our trade to Increase as rapidly in volume as
with Porto Rico. r

So the hlow of destruetion is not alone at the industry of the
beet-sugar farmers of the West, but also at the market and the

The United States sells more to this island than she .

pr;:ste; of the westorn farmer who produces wheat, flour, and
et SRS e :

There are some amusing things about this legislation. One
of the most amusing things, gentlemen of the committee, 1s the
argument that has been made on fhat side of the House that
you are doing this to relieve the Ameriean people of taxation
I sat here and heard the very Interesting and eloguent descrip-
tion of the eminent chairman of the Ways and Means Com-
mittee of the great wrong that was done by the British Govern-
ment by conferring upon some earl or some one else the privi-
lege of taxing the right to do business in a certain market in
London. You remember that, do you mnot, how elogument he
waxed about the wrong theory of government,-that wonld tax
the people by- giving anyone the privilege of taxing the right
to do business upon a certain market?

Then he proceeded to liken the protective duties or the reve
nue dutles of America to the same thing as taxing the right to
do business in the American markets. He then said, * We are
going to take the §53.000.000 of taxes off the American market,
away from the bellies of the American people™ Mr. Chairman,
where is he going to put the $53,000,000 tax? Can it be pos-
sible that this same man proposes to put the $53,000,000 of tax
on the right of every man, every individual in the United States,
to do any business at all? The proposition is proposterous and
positively humorous. Is it wrong to tax the importer to @&
business in America? Then certainly it is wrong fo 't 1
American citizen on the right to do business at
plause.] -

Mr. Chairman. there is a good deal of demagoguery ..
nonsense indulged in in eaviling at the revenue taxes of fhis -
Government raised by duties upon imports. So far as I an
cerned, I am a protectionist; T have never pretended to bg
thing else. B
’ 1 regard the doctrine of American protection as one’of
the cardinal principles of taxation in America. Tt has '.‘é};:’--
isted for many vears, and the same Zentleman who described
this pathetie picture in London at the beginning of
bate upon the sugar bill before he sat down said that swe must
continue to collect a large amount of our taxes from Ble‘_'@i-
toms. It is not only a cardinal principle of the American ‘
tem of taxation and of every party in this'country, but of-e
couniry in the world. The time has arrived a<dhe histors
development of commerce predicted long ago by gk
statesman of England, Lord Salisbury, when he said that 1%
future commerce of the world was to be a war between tariffs.
That time is here, and no subjeet could better illustrate it than
this subject of the tax upon sugar, because we are confronted
with the fact that every great government of the world, in-
cluding even free-trade England, recognizes it as a fit subject
for taxation. Oh, but gentlemen Say we are going to take off
this §53,000,000 of tax, because you levy it back on the people.
Not only that, but it so raises the pricss of commoditjes that you
treble it and make it $150,000,000. :Let us see how you propose
to do it. You propose to do it by taxing the people who do busi-
ness in this country with that same £53,000,000, Will the man
who imports sugar pay the fax? "Of course he will; not by
this bill perbaps, because he is already taxed under the Repub-
lican bill, which provides for a corporation tax, but if he is
not a corporation he will be taxed under this bill. Will the man
who sells spgar at wholesale be taxed under your law? Yes,
Will the jobber who sells it to the retail merchant be taxed?
Yes, if the business is a corporation or has a net income of
$5,000 or more. Then, in the nome of common sease, what is
to prevent all of these men from putting this tax back on the
commodities which they sell In their business and thus making
the consumer pay for it all? You bave just listened here to a
very able and eloquent speech by the gentleman from Iewa [Mr,
Provry], who shows you how all of this tax, whether levied by
internal revenue or by customs duties, is eventually placed back
upon the consumer. Will there be any difference in this tax
and the tariff tax?

Oh, but you say the tariff is only paid by the man who im-
ports and that he adds the tariff and that brings all local prices
up to the same level with the foreign price with the tariff added.
But you do not propese to tax everybedy under this law. It is
only the large concerns, the concerns of the country which fix
the prices, the wholesale houses, the great departmeny stores,

‘the mail-order houses, and things of that sort which make the

prices. They are the concerns who are to pay this tax unless
they are incorporated. I should like you to tell me what wonld
prevent them from puiting this tax back upon the consumer,
and when they do, do you think the small dealers sill offer
their goods at a lower price than the big concerns? And if
you do, I will be willing fo support your law. So I say that
your scheme of relieving taxation is absolulely deceptive, and

Bome C1Ap.

_he de-

amcon-
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you would not be for it if you kmew that you could pass it
Nof only that, but the very distinction between a direct tax and
an excise tax rests on the very proposition that the direct tax
can not be shifted, while the excise tax and the indirect tax
can be shifted. I do not ask you to take my word for it. I
want to read to you here from the language of this Pollock de-
cision.

The CHAIRMAN. The time of the gentleman from Kansas
has expired.

Mr, PAYNE. Mr. Chairman, I yield 10 minutes more to the
gentleman. i

Mr. JACKSON. This is a quotation from the eminent states-
man, Albert Gallatin, for whom I believe Democrats have some
respect. This is what he said in his sketch of the finances of
the United States, published in November, 1796

The most generally received opinion, however, {5 that by direct taxes
in the Constitution those are meant which are raised on the capital or
revenue of the people; by indirect, such as sre raised on thelr EXpense.

Again, the court itself in this decision said:

Ordinarily all taxes pald primarlly by persons who can shift the
burden upon some one else, or who are I:mger no compulsjon to pay them
are considered indirect taxes, but a tax HDOIIJmperty holders in
rospect of their estates, whether real or personal, or of the income
yielded by such estates. and the payment which can not be aveided,
are direct taxes, (P. 558.)

You propose to sustain this law in the Supreme Court upon
the proposition that it is a tax upon the expenditures or the
expenses of the people and therefore one which ean be shifted
from the payee to some one else, and yet you say that you are
relieving the people from taxation. There is a difference in the
operation of this Jaw and in the operation of a tariff law, and
I will tell you what it ig, in my judgment. The hearings before
us on the two bills show this state of affairs, that in England,
where they have only 40 per cent tax on sugar, the price of
sugar has been eight-tenths of a cent less, on an average, per
pound than it is in this country where we have a tax of 1.90.
How do you escape the conclusion, then, that the exporter, or
some one else than the consumer, pays about half of that tax?

Mr. WARBURTON, Mr, Chairman, I would like to ask the
gentleman a question.

Mr. JACKSON. In a moment. Then the difference is this,
that we do have some opportunity of shifting a tax that is
levied as a customs duty on to some one else than the consumer,
but when we levy an internal-revenue tax, such gs we do upan
tobaceo and liguors, there is no opportunity to do it, but the
consumer must pay the tax. So you have taken off the $53,-
000,000 of tax, half of which—according to the fizures T have
Just quoted, and they are your figures—is not paid by the con-
sumer, and you have put it back again in the form of a tax
all of which must be paid by the consumer.

Mr. WARBURTON. I find from the English Statistical
Abstract that the price of refined sngar plus the tariff averages
about §1.70 per hundred. I would like to know where the
gentleman gets his figures.

Mr. JACKSON. T guoted the figures from the report. The
gentleman will find them there. I quoted them from the ma-
jority report. The same fizures have been quoted over and
over again by both sides in this debate. There can be no ques-
tion about their correctness. Here iz what Mr., UNpErRwWoOD
himself says:

D4 = r in bo 9 T -
inlacﬁl:;d i%%mcennria: in Alg&rg. qgf:stgg i'zzé:l?nn}‘?é;ocg. T&?o
cents: and In the United States, 3.532 cents. The resylt {s that sngar
is quoted In bond in the United States for the year 1910 cheaper than
untazed sugar in bond was quoisd in any of the great European coun-
tries that produce sugar.

Mr. BATHRICE. Mr., Chalrman, I would like to ask the
gentleman [f in his discusslon of where this tax will lie he is
not overlooking the fact that under the law proposed and under
discussion this afterncon the tax will not be placed upon those
people who have under §5.000 a year income, Is that not true?

Mr. JACKSON. Yes, that Is true; and I am glad the gentle
man called 1wy attention to that, because I want to discnss it
now. The gentleman calls my attention to the faet that those
who have an income of less than $5.000 per annum are exempt
from this law. Of course, the gentleman wH! undersiand that I
have just tried to explain why I think everyone who buys sugsar
will pay this tax. )

Mr. BATHRICK. The gentleman stated that the wholesaler,
the manufacturer, and the importer would pass this tax down
in the price of sugar to the consumer. Is that not trme?

Mr. JACKSON. I did.

AMr. BATHRICK. Daoes the gentleman suppose that the whole-
saler will pass it all down and charge it up, notwithstanding
the fact that he handles many other lines of goods?

Mr, JACKSON. Ob, I did not mean that.

Mr. BATHRICK. Consequently not so much will be passed
to the consumer as under the tariff, would it?

Mr. JACKSON. I think that is froe as to the price of sugar
alone. I am glad the gentleman asked that question, because it
permits me to complete my argument upon that snbject. Of
course, the tax now being distributed over 3 number of articles,
instead of upon sugar alone, the entire tax will not be placed upon
sugar, but it will be placed upon all the articles the merchant
handles, and therefore upon all the articles which we buy, and
the people will pay it just as they now pay a part of it .

It will be handed along to the banker. It will be handed
along to the dealer in clothing and other goods; to th2 dealer
In groceries. Wheén the outcome is figured up the Ameriean
people will bave pald this tax just the same as they pay any
other revenue or customs tax. It is perfectly idle to argue that
the tax of every section of the Payne-Aldrich bill is paid by the
consumer, except the tax levied by section 38 of that law.

Mr. BATHRICK. Will not the gentleman concede that a
tax was levied on the American people far in excess of the
revenue collected by the tax on sugar? Was not the tax levied
on the American pecple just in that proportion that the rate
bears to the consumption? .

Mr. JACKSON. 1 am perfeetly willing to concede that the
tariff is too high.

AMr. BATHRICE. The rest of the fax will be on the backs of
the American consumer, if you take this tax off, even though it
passes from the wholesaler down to the consomer,

Mr. JACKSON. That depends entirely on how muoch more
tax you put on. I am willing to concede the tax on sngar is
too high. I hope, and I believe the gentleman and his party
hope, that the Republican Senate will send the bill back here
with a duly of 1 or 1} cents per pound on SUgAar.

AMr. BATHRICK. I do not hope so at ail. I am for free
SUgar.

Mr. JACKSON (continuing). Abolishing the differentinl and
the Duteh standard. I will vote for it, and I hope the gentle-
man will vote for it, because then he would show his sincerity
before the American people in advocating a lower tax, and one
that will mean lower prices to the consumer and at the same
time suflicient protection to our domestic sugar industry.

Mr. BATHRICK. I will vote for the best I can get, and as
near to it as I can get. =

Mr, WILLIS. Will the gentleman from Kansas [AMr. Jack-
sox] permit me to ask my colleague from Ohio [Mr. BaTarIcK]
a question? .

Mr. JACESON. Yes, 2

Mr. WILLIS. I wish to ask the gentleman from Ohio [Mr.
Bartueick]), my colleague, whether he is also in favor of free

wheat? I understand that he voted against reciproeity, as I
did, npon that qoestion. .

Mr. BATHRICE. Yes; I certainly would do it if it re-
dounded fo the benefit of the people in the State and would make
four free also. I understand my colleague voled to prevent -
flour from being free.

Mr. LONGWORTH. Will my colleague include in hig qaes-
tion free wool? I would like fo be enlightened. -

Mr. WILLIS. I am coming to that. My coHeague is saying
that he is in favor of free sugar because he thinks sugar will
be cheaper to the consumer. Is my friend from Ohio in favor
of free wheat on the same theory?
errl.. I?ATHRICK. The bill you voted for puts flonr on the

ee list.

Mr. WILLIS. But I voted against reciprocity and also the
free-list bill.

AMr. UNDERWOOD. Mr. Chairman, I was absent from the
Chamber for a moment, and I understand the gentleman from
Kansas [Mr. Jacgsox] stated that I brought this bill into the
House knowing that it would not become a law and could not
pass. I am here now, and I would like the gentleman to repeat
his statement, so that I may understand.

Mr. JACKSON. I think I made no stronger statement than
when I opened my remarks, which was that I think the entire
measure, {including free songar, Is a piece of rank demagognery.

Mr, ONDERWOOD. I would like to understand what the
gentleman said.

Mr. JACKESON., I remember no such remark as he quotes,
except that

Mr. ONDERWOOD. Then I did not understand it correctly.

Mr. JACKSON. I think I did say this, Mr. Chairman, and I
am willing.to repeat it, that neither he nor any other Member on
that side of the House expecis this bill to become a law, and
that I believe no man on that side would vote for it if he did
expect it to become a law,

Mr. UNDEEWGOOD. I will say to the gentleman from EKan-
sas, if he will allow me to interrupt him——

Mr. JACKSON. Ceriainly.

Mr. UNDERWOOD (conitinuing). That he has no warrant
whatever for making any statement of that kind. This side of



1912.

CONGRESSIONAL RECORD—HOUSE:

3523

the House passed a wool bill that your side said could not pass,
and we ml:a“ to the President of the United States.w ItcEl wnozg
be a law to-day If he had put his signature fo it. ethat s
control the President of the United States. I believe

the House, and that the
bill will pass the Senate as well as the to 1t [A
President of the United States will not dare to veto p-

t it to become a law.
planse on the Democratic side.] I wan 5 4 stat t

QON. Mr. Chairman, mere assertion and s ement

LR ok thiongh it 1s hard sometimes, under the rule on
is very cheap, althoug t opportunify to make them
the oiher side of the House, to get ODIX ted for the 1
from the minority side. But, Mr. Chairman, I vo or the

o y bill— r ’
“’}%Eul':'ﬂ.ifﬁ?ffm. The timle egf the gentleman from Kansas
s again expired.
I’ﬁ‘,."‘}ﬁf@?ﬁ hglr. gChalrumn, I will yleld to the gentleman
cansas five minutes more.

O N VCKSON. I voted for the gentleman’s wool bill, be-
eanse, as I stated a moment ago, he fold the House in the joy
of his new-found definition of a tariff for revenue that the
Government was in dire need of revenne, and that it was neces-
sarv to keep the tariff on raw wool, notwithstanding that his
party had premised the people of the country that they would
take the duty off of raw material, [Applause on the Republican
side.]

Now then, Mr. Chairman, the revenues have so increased
within the year that that party can disregard the fact that they
were willing to put a duty of 20 per cent on raw wool.

Alr. UNDERWOOD. Wil the gentleman allow me to ask
him a question? ; . o3

Alr. JACKSON. Just wait a moment, please. The revenues |
of the Government have become so opulent since that time, less
than a year ago, that they can now disregard $53,000,000 of
revenne and trade it off for a lawsnuit, B

This is the first time in the history of the country that any
party has attempted to make a lawsuit legal tender or has at-
tempted to coin a lawsuit into gold with which to pay the pub--
lie expenditures; and so, notwithstanding the gentleman's state-
ment that I was not authorized to state what I did a moment
ago, I think I am fully warraated when I say that suck legisia-
tion as that is an imposition and a deception upon the Amercan
Republie. [Applause on the Republican side.]

Mr. UNDERWOQOD. Mr. Chairman, I want to ask the gentle-
man on what authority he states that the Democratic Party had
pladged itself to free wool?

Alr. JACKSON. Well, Mr. Chairman, I did not state that, in
the first place, and——

Mr. UNDERWOOD. I understood the gentleman to state -it.:

Mr. JACKESON. Well, the gentleman’s understanding is at
fanlt. I did state that your party bad long pledged itself to
free raw materials, and that, pot many years ago, it had de-
clared for free wool >

Mr. SHACKLEFORD. Mr. Chairman, may I ask the gentle-
man a gquestion?

Mr. CULLOP, Will the gentleman permit a question right
there?

The CHATRMAN. Does the gentleman yield?

Mr. JACKSON. It depends on whether I shall get more time
or not.

Mr, CULLOP, Can the gentleman point to a single Demo-
cratic national platform that ever promised free raw materials?
If so, will fhe gentleman name it? There never has been onpe.

Mr, MANN. Ask him if they are in favor of free raw ma-
terlals, -

Mr. JACKSON. Are you in favor of them now?

Mr. CULLOP. XNo. My party stands for a revenue tariff.
I am in favor of a tariff for revenue, and you can not polnt to
a single Demoecratic national platform that ever pledged the
party to the docirine of free raw materials.

AMr. PAYNE., T would like to know if the gentleman from
Indiana over there knows everything——

Mr. CULLOP, No. I do not claim any such distinetion.

Mr. PAYNE. I mean about the Democratic Party. 1 did not
mean any offense to the gentleman. 1 would like to know if
the Democratic Party did not vote for free wool and stand for
ity Will soine one of you over thefe answer that, if you can?
[Applause on the Republican side.]

Mr. CULLOP. I do know that no Democratic national plat-
form ever declared for free raw materials, and you ecan not
find it in any of them. :

Mr. JACKSON. Now, Mr. Chairman, on the subject of the
constitutionality of this law——

Mr. SHACKLEFORD. Mr. Cheairman, I would like to ask
the gentleman just one guestion.

The CHAIRMAN. Does the genfleman from Kansas yield
to the gentleman from Missouri?

Mr, JACKSON. Just walt until I find out whether I can
get more time. I huve not discnssed all I want to say about
this proposed law. I decline to vield.

Mr. PAYNE. Mr. Chairman, I yield five minutes more to
the gentleman. .

The CHATRMAN, The gentleman from Kansas is recognized
for five minufes more. - :

Mr. SHACKLEFORD. What I want to know of the gentle-
man is whether, when he voted for the wool bill, he expected
it to become a law? [Laughter on the Democratic side.]

Mr. JACESON. No; I did not :

Mr. SHACKLEFORD. That is frank.

Mr. JACKSON. Now, Mr. Chairman, I was about to say
something as to whom this law would affect. - In my judzment,
if it is ever held to be constitutional, being levied upon the
capital and industry ‘'employed in any business in this country,
it will apply to every merchant, every business man in this—
country who has a capital equai to $25,000, and T would like to
know why you propose to take off this tax on sugar and place
it upon the man who hands out the sugar to the consumers and
still think that he will not put it back upon that sugar?

Why, gentlemen, the very last clause of this bill adopts the
internal-revenve laws of the present time. I congratulate the
Democratic Party upon extending the machinery, which was
made for the purpose of collecting the fax on the illieit distil-
leries of the South, over the legitimate business interests of the
couniry all over the United States; and I have no doubt that
certain parts of Virginia that are at present under arms will
welcome such extension of the Federnl power on the part of
the Demoecratic Party.

- Mr. SHACKLEFORD. That is a Repoblican county to which
the gentleman refers. [Laughter.]

Mr. JACKSON. Well, it is safd that fhere is an illicit dis-
tillery behind each pine free in it
~Under the present corporation-tax law fhere was collected
as penalties from the small corporations not subject to the tax
at all $25 or 215 from each corporation. Does the gentleman
expect the army of Federal inspectors, described here in Mr.
Cabell’s Jetfer, which is included in the minority report, to go
riding over the country and levy taxes of from $15 to $25 upon
each firm and each individonal engaged in business, nnder the
authority of the Federal Government, and at the same time
meet the aporoval of your southern hrethren who are so jealous
of the Federal Government's powers of taxation?

This law will cever be held to be constitutional. It is worded
almost in the identlcal language that was used in the act of
1894; and will the gentleman expect that the words which
Jevied a tax upon the *“income from properiy and rents and
profits " will mean substantially anything different from the
words that seek to levy a tax upon the * income.of property
uged in business " 7 The courts will never say that there is any
substantial difference between the two propositions. And so I
s4¥ you propose to trade off $53,000,000 of Government revenue
for a mere lawsuit. That Is what your bill means.

- Now, something was said on that gide about the Republicans
on this side refusing to tax the wealth of the country. But here
you are face to face with the proposition that the last Congress
placed a similar tax of 1 per cent upon the corporate wealth of
the country. and that instead of attempting to increase that
tax or to pass an Inleritance tax, which would reach some of
the idle wealth of the country, you have undertaken to spread
this tax upon the active middieclass business men of the conn-
iry. You have left all of that wealth, you have exempted under
the termns of this law all of that Kind of sealth which shonld
be taxed, including the bonds and the notes that are issued by
these great corporations. .

The gentieman from Ohio [Mr. Loxeworta] stated here that
the entire wealth of the country amounted to £107,000,000,000.

‘1 will read here from John Moody,” “ The Truth about the
Truosts":

Thus It will be scen that including industrial, franchise, transporta-
tion, and miscellaneous abont 445 active trusts fire represented in the
book, with a total capitalization of £20,379,162,551. They embrace in
all abont 8.G€4 original companies.

-In fact, the only gigantic interests or groups which can {n any senss
be considered 2s oo the same plane are the Rockefeller and Morzan

ol
ﬂﬁm:'llorgan domination, like ihe Standard Qil, makes itself felt
through the means and influence of large metropolitan finanela! Institu-
tions and great banks, such as the Natlonal Bank of Commerce, First
Natlonal Rank, Chase National Bank, end Liberty Notional Bank. The
great life insurance companies, such as the New York Life, and trust
companies, such as the Mercantile, Goaranty, and Central Trust. are
generally rated as being at least partially under the Morgan control.

It should nof be supposed, however, that these two great groups of
capitalists and financiers are {n any real sense rivals or competitors for
Eower, or that such a thing as “ war ™ exists between them. For, as a
matier of feet. they are not only friendly, but they are aliled to each

other by many clese tles, and it would probnh)d only reqnire a little
stretch of the imagination to describe them as a single great Hockefeller-
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hand in Wall Street

Morgan mﬂcﬂ' 1t is felt ag'!imf:cf'n near] o’;ﬁ‘;gﬂmlam and that in-
e B e 2 ey of their relstlons ever becoming strained it
miele{dbgrn:,,;“; matter of a brief period when one will be more or less
::To-n letely absorbed by the other, and sfrand close alllance will be the
Patural outcome of condtilttons whlltch. 20 far as human foresight can see,

iy have no other result.

mHgﬂggﬂy viewed as a whole, we find the dominating influences in
the trusts to be made up of an intricate network of large and small

oups of capltalists, many allled to one another by tles of more or
f:sa importance, but all belng sppendages fo or paris of the ter
groups, which are themrelves dependent on and allied with the two
mammoth, or Rockefeller and Morgan, groups: These two mammoth
gronps jolntly—for as polnted sut they rezlly may be rezarded ag one—
constitute the heart of ithe business and commercial life of the Nation,
the others all being the arterles which permeate in & thousand ways
our whole national life, making thelr influence felt In every home and
hamlet, yet nll connected with and dependent on this great central
source, the influence and policy of which dominates them all.

The following statement appears in the Government's brief
in the Corporation Tax case:

Two hundred and sixty-two thousand four hundred and ninety cor-
poratinng made returns under the corporation-tax law., They bhad a
capital stock of £532,371,628,752, bonded and other debt of $31,333.-
952,096, and & net income upon $£3,125,481,101. 1If this
capitalization is substantial, they have abeorbed the major part of the
taxable wealth of the country.

Indeed, a writer in one of the newspapers published in this
city, with more frankness than is shown by some of his fellow
advocates of this bill, in predfcting that it will eventually pass
the Senasde, says:

Advocates of the measure declare that the so-called special Interests
are not opposing the bill, ectly willing that it should be-

but are perf
comie law. They are already covered by the corporation tax, and its
it ever becomes nec-

extension to persons may be to their advantage,
essary to greatly increase taxation, as in th# event of war.

It is thus seen that this law exempts by its terms the ecor-
porate wealth of the couniry, as well as the idle and fixed In-
come property of the couniry. The vast amount of wealth
amounting to more than one-third of the entire wealth of the
country it is proposed to leave free of iaxation, except as to
taxes imposed by the last Republican Congress.

If it is a measure intended to benefit all the people, why did
you pot increase this corporation fax and lery a graduated in-
heritance tax? This would have taxed wealth and idleness
and not industry alone. You counld have increased the internal-
revenue tax on beer and tobaceo to have raised the sum needed
and still the taxes on tobacco would be less than it is in Eng-
Jand and the beer tax less than it was during the Spanish War.
These taxes would have been legal, and therefore sure to be
collected. But as it is you are sure of nothing.

In my humble judgment the whole law must go down as un-
constitutional when it comes before the courts for trial. Of
course I understand that the reputed author of this bill [Mr.
HvuiL] argues that onee a man engages in business his entire
income from every source, whether from the business or from
somé such source as interest on United States bonds or income
from real estate, will become taxable. And this is the very
rock upon which the whole structure will go to pleces.

In order to arrive at once at what I wish to say, aillow me to
read from the Corporation Tax case what the court in its opinion
said upon these words, The court said:

It is frope that In the Spreckels case (192 U. 8, sopra) the exclse
tax, for the grifﬂege of doing business, was based upon the business
assets in use by the company, but this was beesuse of the express terms
of the statute which thus limited the measore of the excise. The
statute now under consideration bears Internnl evidence that its drafts-
man had in mind language used in the opinion in the Spreckels case,
and the measure of taxation. the income from all sonrces, was doubtless
inserted to prevent the limitation of the measnrement of the tax to the
fncome from business assets alone.

It is evident from the speech of the gentleman from Alabama
[Mr. Uxperwoop] and the others who have talked upon that
side of this proposition that they expect that the snme measure-
ment of this tax which was applied by the Supreme Court to
the measurement of a corporation income can be applied to the
measurement of an individual's income; and I assert that posi-
tion overlooks the fundamental proposition in the corporation-
tax case, namely, that the decision rests on the right to tax the
use of a corporate franchise in business. I know gentlemen
quote it here as though it had rested on the proposition of tax-
ing business alone, but they do not notice that in every instance
where the court psed this Jangnage it emphasizes the faet that
the thing taxed is the privilege of the corporation to do busi-
ness as.a corporation. This is important upon the guestion of
the measuore of the fax.

It was held that the tax on a corporation might Include all
its income from every source, including Income from property
which, considered alone and unconnecied with the business,
would not be taxable, but the court did not hold, and never will
held, that such a rule could be applied to indlviduals. The
court rcoted this ruling squarely on the very fact that all the
property of a corporation must be necessarily related to and

connected with its business. The Government 4n the brief on
this case said: 4 L

Besides, the property beld by a corporation, whether activel .
glored In ifs prm£E31 business or pof, does serve as an aid %lo’tg:'

usiness, adding to {ts financial strength-and credit. Faedie

When the court came to pass on that guestion, in the opinion
it used this language: ]

In the case at bar we have already discussed the limitations which
the Constitution impesed upon the right to levy excise taxes, and {¢
could mot be said, even if the principles of the fourtcenth smendment
were applicable to the present case, that there is no substantial differ.
en¢e beéfween the carrying on of business by the corporation taxed and
the same’ business when conducted by a private or individnal,
The thing taxed s not the mere ﬁea!mg in merchandise, in which the
a 1 transactions may be the same, whether conducted by individualg
or corporations, buf the tax s Inid upon the privileges which exist in
conducting business with the advantages whieh inhere in the corporate
cagae!ty of those taxed, and which are not enjo by private firms or
individuals. These advantages are obvious and have led to the forma-
ton of such companies in nearly all branches ¢f trade. # * *

It js this distinctive privilege whieh is the subject of taxa-
tion, not the mere buying or selling or handling of goods, which
may be the same, whether done by corporations or individuals.

Then on this very question the court further said:

It is contended that the measurement of the tax by the net Income
of the corporation or the company recelved by it from all sources was
not only uneqigal, bot so arbitrarBy and baseless as to fall outside the
authority of the {axing power. But is this so? Conceding the power
of Copgress to tax the business zctivities of private corporations, in-
cluding, as in this case, the privilege of carrying on business in a
corporate capacity, the tax musi he measured by some standard, and
none ¢an be chosen which will operate with absolute justice and
equality on ell corporations.

Some corporations do a large business upon a small amount of capl-
tal: others with a small business may have a large ca?ltal.

The tax upon the amount of business done might operate as un-
equnlly as 8 measure of excise as it Is elleged the measure of income
from all sources does.

Now, agaln:

Nor can it be justly said that Investments have no real relation to
the business tramsaction by & corporation. The possession of large
assets Is a business advanfage of great value; It may glve craedit which
will result in more economical business methods; it may give a stand-
1n§ which shall facilitate purchases; it may enable the corporation to
enlarge the fleld of its activities and in many ways give it business
standing and prestige.

So this bill incorporates in its provision a measure of {axa-
tion which, under the corporation-tax cases, is clearly unconsti-
tutional and-can not be upheld. Broadening the provisions of
the corporation-tax law to include all individoal incomes brings
the law within the rule declared in the Pollock case and annuls
it in its entirety.

In the first Employers’ Liability case (207 U. 8., 463) Congress
used language which conld be construed to Inelude intrastate
as well as interstate commerce, and intrastate commerce not
being with the regulative power of Congress the entire law was
declared unconstitutional. Again, in Western Union against
Kansas (216 TU. 8, 1)—a case in which T was ununfortunate
enough to be on the wrong side as counsel—the court held that
a State law attempting to tax all the eapital stock of a foreign
corporation was unconstifutional as an onlawful restriciion on
interstate commerce.

As this bill boldly and unequivocally attempts to measure a
tax by inecluding in its provisions sources of incomes not within
the power of Congress io tax constitutionally I believe it wwill
be stricken down by the courts as a whole.

It is also clear that when you extend the measnre of tax to
include all the income from every source of & man who en-
gages in business, regardless of whether the income is received
from the business, you thereby include within the letter of the
law incomes from real property and invested personal property
wholly unconnected with the business sought to be taked. This
penalizes or taxes the mere ownership of property and is
equarely within the prohibitions declared in the income-tax
cases and therefore void.

Mr. UNDERWOOD. Mr. Chairman, I intended to move that
the committee rise at this time, but I wish to detain the com-
mittee for a moment, in order to congratulate the country on
the fact that we know where the distinguished gentieman repre-
senting the Progressive Republican Party of Kansas stands on
the great political issues of the day. From my association in
past Congresses and in this Congress I had reason to believe
that even if our progressive brethren belonging fo the Repub-
lican Party had not as yet entirely approached the position
taken by the Democratie Party in times past in favor of honest
legislation for the American people, yet that on many questions
those gentlemen who style themselves Progressive Republieans
were working away from the domination, of the wealth of the
couniry and seeking legislation that would relieve the American
people of many of their burdens. But the gentleman from
Eansas [Mr, JacEsoN], in addressing himself to this Housge on
a biil which of all bills is intended fo place on the wealth of
this country a portion of the taxes wrung from the American

]
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people, opens his address by declaring to this House that such a
bill is buncombe.

Mr. JACKSON. Mr. Chairman, will the gentleman yleld?

Mr. UNDERWOOD. I yield.

Afr. JACKSON. Does the gentleman mean to say that this
tax will reach, in any degree at all, the idle wealth, or the
corporate interests of the couniry?

AMr. UNDERWOOD. I will tell the gentleman what it means.

Mf. JACKSON. Will the gentJeman answer my gquestion?

Mr. UNDERWOOD. I am going to. The gentleman's col-
leagnes have already told him what it means. Thedistinguished
gentleman from Jowa [Mr. ProrTy] who preceded him in a very
able speech, declared this evening that the purpese of this bill
to tax the great wealth of this couniry was along lines that he
could approve of.

AMr. JACKSON., Mr. Chairman, if the gentleman
yleld— .

Mr. UNDERWOOD. Oh, yes

Mr, JACKESON. I did pot undersiand the genfleman from
Jown to make such a statement. I vunderstood him to say that
this law was unconstitutional, in his calm judgment, and that
the present Federal laws, including this one, would not compel
Rockefeller to pay as much tax as a section hand. [Applause
on the Republican side.]

Mr. UNDERWOOD. The gentleman clearly stated that be
belicved that the Supreme Court of the United States wounld
reverse the Pollock case. The gentleman from Iowa proposes
to vote for this bill. He wonld not vote for a bill that he be-
lieved to be in viclation of the Constitution of the Unitad
Stated But the gentleman from Kansas [Mr. Jacksox] pro-
poses to cast his vote against an attempt to send a bill back to
the Supreme Court, and let the highest tribunal of this land
determine whether the great wealth of this country shall pay
a portion of the taxes that the American people have to bear.

Mr. JACKSON. Wil the gentleman yield for a correction?

Mr. UNDERWOOD. Certainly.

Mr. JACKESON. I have pot said I intended to vofe against
this bill. [Laughter on the Democratic side]

Mr. UNDERWOOD. The gentleman has made a speech
against it The gentleman has declared that the bill is bun-
combe. The gentleman has declared that it is a frand.

Mr. JACKSON. I think it is.

Mr. TNDERWOOD. The gentleman has declared that it is
unconstitutional

Mr. JACKSON. Yes

Mr. ONDERWOOD. Baut I shall certainly welcome the gen-
tleman’s vote for the bill, notwithstanding that statement. [Ap-
plause on the Democratic side.]

Mr. JACKSON. The gentleman need not be too foxy about
that proposition, if he will pardon the language. I shall not
vote for the bill. The responsibility is yours. I shall vote
“present " upon the bill, becanse I belleve it is unconstitutional.

Mr. FOSTER of Illinols, That is dedging.

Mr. JACKSON. If gentlemen will restrain their mirth——

Mr. UNDERWOOD. T did not yield for a speech. I yielded
for a question. .

Mr. JACKSON. If the gentleman criticizes my position, I
take it he will allow me to explain it.

Mr. DNDERWOOD. Certainly.

Mr. JACESON. I shall not vofe against it, because if any
part of it should ever be held constitutional I might be compelled
to pay a slight tax, and I shall not east my vote agdinst it. I
realize, as the gentleman does, that I ecan not prevent the pas-
sage of the bill

And if the gentleman will say to me that the passage of this
bill could in any wise procure a reversal of the Pollock case, if
the gentleman will say that the bill is presenfed under the
pretext that it is in opposition to the Pollock case and not in
conformity to it. I will vote for it. because ¥ favor an income
tax, and my opposidon to this bill is that it is not an ineome tax,

Mr. UNDERWQOOD. Then the gentleman ean vote for the bill
for this reason: The bill is not presented for the purpose of a
reversal of the Pollock case. The bill is presented in conformity
to the present decislons of the Supreme Court.

Mr. JACKSON. That is the way I understoad it

Mr. UNDERWOOD. But the gentleman's coileagues on that
slde of the House have already said, and gentlemen on this side
of the House have said, that the probability is that the present
Supreme Court, presided over by-a man who dissented from the
Pollock case, even if it had te zo go far as to reverse the Pol-
lock case to declare this bill constitutional, the probabilities are
that it would. Even the distingnished gentleman from Ohio
[Mr. Lexcwours] did not go so far as to declare this bill un-
constitational in its terms. The distinguished gentleman from
Olio limited his criticisiy of this bill, presenting the case of his

will

Republican colleagues on the Ways and Mesns Commitiee, fo
the eriticism that the court, after holding it constitutional,
would differentiate as to how far the bill would reach the
wealth of this country.

Mr. LONGWORTH. Will the gentleman perinit me?

Mr. UNDERWOOD. Certainly. :

Mr. LONGWORTH. I understood the gentleman who led off
g0 ably in debate; the gentleman from Tennessee [Mr. Hrtirl,
to admit that the majority of the Ways and Means Committee
have no idea that the Supreme Court would reverse the decizion
in the Pollock case, but rested their contention on the guestion
as to their understanding of the corperation-tax decision to
cover thiz tax.

Mr. UNDERWOOD. The gentleman from Ohio knows as
well as T do that there is a conflict between the Pollock case and
the corporation-tax case, and the Supreme Court, instead of
directly reversing the Pollock case, differentiated as between the
two easez, and it may do so in this ease.

Mr. JACKSON. Do I understand the gentleman from Ala-
bama to be argning that if the Pollock case is upheld this law
must fail?

Mr. UNDERWOOD. No; I do not argoe that at all. I am
not entering Into an argument in this case now, but I simply
wanf to congratulate the country on the fact that we have found
out where the Representative of the progressive Republicans
from Kansas stands. We have found, Mr. Chalrman, that he
does not stand anywhere., [Laughter.] The gentleman from
Kansas is willing to vote for the reduction cn wool; he is willing
to vote for n bill reducing the duty on iron and steel, because it
does not affeet his constitwency. But he says himself that he
may be tuxed under this bill, and he says himself that there are
industries in his State that this bill may affect. He says him-
gelf that this may affect the enactment of a bill putting sugar
on the free Iist, in which his Siate is Interested, and therefore,
instead of taking a stand on this bill that it is constitutional
and therefore he will vote for it, or that it is unconstitutional
and under his oath he will vofe against it, he prefers to an- -
nounce to the country that as the representative of the progres-
sive sentiment of the Republican Party in the State of Eansas
be will stand on the fence and let the procession go by on the
other -side without taking any part in it. [Laughter.] [Applause-
on the Democratic side.] I3 SNt

Mr, JACKSON. Mr. Chairman, I ask unanimouns consent to .
address the House for three minutes, if the gentleman from’
Alabamsa has finished. o

Mr. UNDERWOOD. The gentleman from New York has:
control of the time, and I am willing for him to yield to the
gentleman. TiEes

Mr. PAYNE. I will yield fo the gentleman from Kansas three -

minutes, and that is the Jast three minutes I will yield to-night. - -

[Laughter.] We are wasting time here. 2
Mr. JACKSON. Mr. Chairman, the distinguished gentleman
from Alabama dogs me entirely too much honor in crediting

me with being the leader of the progressives of our State. ‘I, .

have never assumed to be the leader of any faction or any pariy.
But, Mr. Chairman, so far as he attributes to me an uncertainty =
as to where T stand, iet me say to the distingnished gentleman
that my tariff position is fully as well undersiood in the coun-
try as is that of the genfleman from Alabama. If the genile-
man from Alabama would do the couniry the same serviee that
he has accredited me with doing, and tell them whether he is
a protectionist or free trader, he would, indeed, do the country
a great service. If he would tell the country when be declared
in a magazine article, which he ecirculated all over the country,
that be was in favor of a tariff which egualed the difference in
the cost of prgduction at home and abread, whether he made
that statement as a Republican or' as a Democrat, he would do
the country a very valuable service. [Laughter and applause
¢n the Republican side.] . : Eu

Mr. UNDERWOOD. Mr. Chairman, the gentleman from
Kansas has made so many misguotations that I am not sar-
prised at the last one. He ean not find In sny article that I
have ever given authiority for, that ever went out under my .
name, where I said that I believed Ina tariff that equaled the .
difference in the cost of the preduction at bome and abrosd. I
have repeatedly said that the high-water mark of revenue tariff
was the difference in cost at home and abroad, and that from -
that high-water mark it went downward aceording to the neces-
sities of the Government. I have sald that the low-water mark
of the Republican tariff was above the difference between:
cost at home and abroad, because they declare in favor of a
reasonable profit after having fixed the difference in cost at
home and abroad. That is all T have ever £ald, and any guota-
tion to the contrary does not represent my ¥iews.

A

-
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- thentjrelrsausfnctoryanfnrulam
ot "“":f.gxf wmm the gentleman info the Republican
Lavghter and anpplause on the Republican gide.]
N CNDERWOOD. Mr. Chafrman, I move that the commit-
I e agreed to.

The motion was
Acordingly the committee rose; and the Speaker having re-

sumed the chalr, Mr. MooX of Tennessee, Chairman of the Com-
mittee of the Whole House ‘on the state of the Union, reported
that that committee had had under consideration the bill H. R.
21214 and had come {0 no resolution thereon.

LEAVE OF ABSENCE. .

\r. Sgeprard, by unanimous consent, was given leave of ab-
sence Indefinitely, on account of illness.

FXTENSION OF REMARKS AND LEAVE TO PEINT.

Ar. UNDERWOOD. Mr, Speaker, I ask unanimous consent
that all gentlemen who speak on the bill may revise and extend
their remarks in the Recoep, and that all gentlemen who may
desire to do =0 may have five legislative days after the passage
of the bill to print remarks on the bill in the Recorp whether
they speak or not.

The SPEAKER. The gentleman from Alabama asks unani-
mous copsent that all gentlemen who have spoken on the bill
may have leave fo extend thelr remarks in the Recoep, and that
all other gentlemen shall have five legislative days after the
LIl s passed to print remarks on the bill. Is there objection?

There was no objection.

ADJOURNMENT.

Mr. UNDERWOOD. Mr., Speaker, I move that the House do
now adjourn.

The motion was agreed to; accordingly (at 5 o'cleck and 54
minutes p. m.) the House adjourned until Monday, March 18,
1912, at 12 o'clock noon.

EXECUTIVE COMMUNICATIONS.

T nder clause 2 of Rule XXTV, executive communieations were
{aken from the Speaker’s table and referred as follows:

1. A letter from the Secretary of War, transmiiting, with a
letter from the Chief of Engineers, report of examination and
survey of Little River, Del. (H. Doe. No. 626) ; to the Commit-
tee on Rivers and Harbors and ordered to be printed.

2. A letter from the Secrefary of the Treasury, submiiting
deficiency estimate of appropriations required by the Interior
Depariment (H. Doe. No. 627) ; to the Committee on Appropria-
tions and ordered to be printed.

REFPORTS OF COMMITTEES ON PUBLIC BILLS AND
RESOLUTIONS.

TUnder clause 2 of Rule XIII, bills and resolutions were sev-
crally reported from committees, delivered to the Clerk, and
referred to the several calendars therein named, as follows:

Mr. ADAMBOXN, from the Committee on Interstate and For-
eirn Commerce, to which was referred the bill (H. R. 21969)
to provide for the opening, maintenance, protection, and opera-
tion of the Panama Canal and the sanitation and government
ot the Canal Zone, reported the same without amendment, ac-
companied by a report (No. 423), which =aid bill and report were
referred to the Commiftee of the Whole House on the state of
the Union.

Mr. WILSON of Pennsyivania, from the Committee on Labor,
to which was referred the bill (8. 252) to establish in the De-
yariment of Commerce and Labor a bureau to be known as the
children’s bureaun, reported the same with amendment, accom-
panied by a report (No. 424), which said bill and report were
referred to the Committee of the Whole House on the state of
the Union, i

Mr. CLAYTON, from the Committee on the Judieiary, to which
was referred the bill (H. R. 21226) providing for compensation
of clerks of TUnited States district courts, and for other pur-
poses, reported the same with amendment, accompanied by a
report (No. 425), which said bill and report were referred to
e (_'umn!ilt(:e of the Whole House on the state of the Unfon.

_Mr. BURNETT, from the Committee on Immigration and
Naturalization. to which wag referred the bill (H. R. 21489) to
nmend (e fmmigration law relative to allen seamen and stow-
awnys, reported Lthe ssme swithont amendment, sccompanied by
u report (No. 426), which said bill and report were referred
to the Committes o!_lhe Whole House on the state of the Union,

Mr. HUMPHREYS of Mississippl, from the Committes on
Rtivers and Harbors, to which was referred the concurrent reso-

Iution (8. Con. Res. 18) reguesting a supplemental report from

the War Depariment, reported the same without amendment, ae-

companied by a report (No, 427), which said bill and report
were referred to the House Calendar. . .

.C'H_A.\’GE OF REFERENCE.

T

Under clause 2 of Rule XXTII, the Committee on Penslons was

discharged from the consideration of the bill (H. R. 19820)
granting an Increase of pension-to Sue B, Merrill, and the same
was referred to the Committee on Invalid FPensions,

PUBLIC BILLS, RESOLUTIONS, AND MEMORIALS.

Under clause 3 of Rule XXII, bills, resolutions, and memorials

were introduced and severally referred as follows:

By Mr. CLAYTON: A bill (H. R. 22006) authorizing the =

Choctawhatchee River Light & Power Co. to erect a dam across .
the Choetawhaichee River, in Dale County, Ala.; to the Com- -

mittee on Interstate and Forelgn Commerce.

By Mr. LINDBERGH: A bill (H. R, 22007) requiring the
Governwent to furnish post-office boxes free to regular patrons
of post offices in towns, villages, and clties in which there is
no free delivery; to the Committee on the Post Office and Post
Roads.

By Mr. COX of Oblo: A bill (H. R. 22008) to provide for the
erection of a public building at Middletown, Ohio; to the Com-
mittee on Public Buildings and Grounds, ,

By Mr. CARLIN: A bill (H. R. 22009) for the construction °

of a public building at Warrenton, Va.; to the Committee on
Public Buildings and Grounds, 5

By Mr, JOHNSON of Kentucky (by request) : A bill (H. R.
22010) to amend the license law approved Juoly 1, 1902, with re
spect to licenses of drivers of passenger vehicles for hire; to
the Committes on the District of Columbia, )

By Mr. PRAY: A bill (H. R. 22011) providing for second
homestead eniries; to the Committee on the Public Lands

By Mr. LEE of Pennsylvania: A bill (H. R, 22012) concern-
ing carriers engnged in interstate commerce and owners of eoal
mines the products of which enter into Interstate commerce and
their employees; to the Committee on Interstate and Foreign
Commerce.

By Mr. HAY: Joint resolution (H. J. Res. 272) authorizing
the Seccretary of War to receive for instruction at the United
States Military Academy Manuel Agiiero y Junqué, of Cuba; to
the Committee on Military Affairs.

By Mr. GARDNER of Massachusefts: Joint resolution (H. J.
Res. 274) providing for the establishment of a hospital ship in.
connection with the American fisheries; to the Committes on ihe
Merchant Marine and Fisherles. .

By Mr. DANTEL A. DRISCOLL: AMemorial from the Assembly
of the State of New York, dated March 11, 1812, asking that the
United States improve and enlarge to barge-canal dimensions
that portion of Lake Champlain known as the inlet of said lake
which is under Tederal jurisdiction and comiroel, in order that
the improvement and development of the Champlain Canal be-
ing done by the State may be supplemented and made effective
by the improvement of this section under national control and
jurisdietion: to the Commitiee on Rivers and Harbors

By Mr. LINDSAY : Memorial from the Assembly of the Sfate
of New York, dated March 11, 1912, asking that the United
States improve and enlarge to barge-eanal dimensions that por-
tion of Lake Champlaln known as the inlet of said lake which is
under Federal jurisdiction and control, in order thai the im-
provement and development of the Chanmplain Canal being done
by the State may be supplemented and made effective by the
improvement of this section under national control and jurisdie-
tion; to the Committee on Rivers and Harbors.

By Mr, MOTT: Memorial of the Legislature of the State of
New York, favoring the improvement of the inlet of Take Cham-
plain; to the Committee on Rivers and Harbors.

PRIVATE BILLS AND RESQLUTIONS,

Under clause 1 of Rule XXII, private bills and resolutions
were inireduced and severally referred as follows:

By Mr. ANSBERRY: A bill (H. R. 22013) granting an in-
crease of pension to Augustus Foriney; to the Cemmittee on
Invalid Pensions.

By Mr.AUSTIN: A bill (H. R. 22014) for the relief of Salada
Maoses; to the Committee on Invalid Peasions,

Also, a bill (H. R. 22015} granting an increase of peunsion to
Frazier McDonald: to the Committee on Pensions.

Dy Mr CAMPBELL: A bill (IL R. 22016) granting an in-
crease of pension to John ID. Moehler; to the Conmnittee on DPen-
sions. -



