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l.NTHODUCTION 

'?he principle of taxation based on income is not new, ia tact, 1~ 

datea back Ntor• the Ohr1a-Uan -,n. The ••• of th1• priuoiple in 

actual taxation was unim.po:rt.snt 'betore the ad ot the eipteentl:l century-. 

During the ninettienth century, such tuea had fl ntlwr :PJOminent place 

in the t11cal eystems ot .Eu7epean. eoutriee, but not unUl lMi wee ,1u, 

income tu: a part of the federal tu eystem in Uaited .S'ifliea.., •'?he 

:f'irst appearance of the incu1111e tax system a the Ua1'o4 Sta1Jea was ilw 

outgrowth ot the urgeni for nvent1e arising :t,rcm the OtYil Wa:r. 

The British income 1-u, 111:lich hN1 long been a national institution, 

w~u! first introduced i». l'1N whea 'tihe •ilil&J."Y operstions ot the Bapole-

onic Wers made achUtional nve.aues i.Jl.peJ'atift. 

Income tu: is baaed on like ability to Pl7• ••-- a t:lae ••• th• 

1ncaiie ot the aat1cm. was not very unequally distributed, the poll tax 

had a certai:a amou11t et Jv18d1.ctica. • 1 .u ihe poll tax gndually iacNvsed 

complaints beetune numereua od a eertd.n ghuluation acetortU:ng to social . 

claseea had to be made. Noilea ·tmd other prosperous peraona were nqui red 

therefore to p,w a higher poll :lihaa th• people in general"' Al:thouga '1'.te 

modification was unsatisfactory and short-lived, it is of interest as 

being an early recognition of the principle of graduation. 

The poll tax was supplemented by trixes on property. This basis 

proved to be n fairer distribution of the burden end also proved more 

remunerative. 

Then h no necesaen GOIU1.ecii-0a 'between the owne:ral'.Lip of p;opert7 

and the &.bHity to pay because some forms of property 11.re uae4 productively; 

l 
5el1gma:a, E. R. A., Essa.ya in Taxation, N. Y., 1925, p. 11. 



others yield no return. Further, a tax on property alone misses those 

inccmea that are due to personal aervicee. "1-t us recognize the t$ct 

then, one• ud for all, that a system ot property taxatioa, except 1n 

ao tar aa certain tol'ms of real estate are con .. :n,.e4 is unsuited to 

modern eeonamie cow:Utioae aa the ordinary and pr4n.e1pa.l aou:rce ot 

revenue.;1 "'l'b.u• it is that in recent deoadea the tendency haa arisen to 

substitute personal taxes tor the older ree1 ta:x:ea, and to aas.eH the 

in<Uvidue.l rather than the thing. • • • J'ro.m the mode:r•n point ot Tiew, 

it is the duty ot the citizen to support the government aoeorcUng to his 

cape.city to aupport himself • .,a 
It nay also be noted thet Adam. Snii 11h says: 

•u is not very unrei;;,souable t~t :bhe rich aheuld contribute to th• 

public expense not only in proportion to tb.eir revenue bu.t aoimthing more 

than that proportion• .. s 
In modern times economists approve not onlJ of the income tax but of 

the imposition ot progressive rates. '!'he basia for its ju.riificat1on 

found in the fact that it ls adjusted more or less aocuratelY to the 

ability to :pay-, a principle ybich tends to prevent it worting en7 

undue hardship upon the taxpayer. 

l SE1l1gnan., E. R. A., 
vol. IX, 1915, p. 134. 

2 Beligmu., &. R. A.• 
3 Wealth E.! Net ions, 

"Address," National ,!!!. Assooiatinn Proce,4d1ngs, 
p 

E•N.za .!!. luat1oa, B. Y., 1925, p. 11. 
vol. 2, Chapterv. 



HISTORY 01 L'.(X)).fr:; TAX 1,;;GISLJ,TION IN 'llLBl UNITED STATES AND GREAT BRITAIN 

Great Britaia 

~• 1nooa tax 1• the meat. rec.eat tom ot taxattoa, u4 1:a 1*• .lllQ&i 

moden aapect had its begina. ing ht. Greet; Bri teia. .t., waa •rigtne.l ly adopted 

as a temporar, reaource, sn.d U haa now-••• aaseaa'4 for ov•r t1ftr years 

withlltu.1 inierruptioa. Althougll still, 1• to:,m, a ieaPol'tlrJ' tu:, ntJJiring 

tor ih OQB$1lu1enee u armual renewal by aot of .Pe.rliaaeat, it 11 1 1a e.ll 

pnbabilitJ, as tiral1 ••tablitll•d u,. a1 .,.rmu.-., a.a ay part ot Ui.e 

revenue a1stea. Ii was 1ntrocuee4 b7 William P1U 1A 1'198. ft.e Pitt act 

1Ui8 amend.eel lty the aota ot l.803 au 1806 u a war mee.8'U'8 ea4 was tnqior,.. 

arU.7 repealed 1A 1816. aotae-r tam.ems ~lien atetesman a.al ••••in, 
Sir Bob•~ Peel, was 11eapo11.a.ibl.e to,y, puttt:o.a t.118 1necae tex ltack Jn •• 

atatue books 1n 18'&. Ii was &Eu11ed bot:b upon th• oontent,amt ex,eri•••• 

ot 'the ol.4 aot. "but with the especiel purpose ot Mrry1ng out a tree-

trade poJioy, with a t•rift oa iapanea lll"tiolea tor rev•n.ue onl.y an.4 

akin.g tlle income tax t•u the ple.ot &t other iei:ea R cCIIIIIM)dUi•• aiul 

licenae taxes 1rhich were npeeled. • 1 

la 1809 Gladstone round it a ready .mero'le ot miaia& aore reTealle DJ' 

ihe simple expediaat ot iaoreaeing r~t••• In. ltlO, Odil' the •ponaorahip 

or Lloy4-Georae, Great Britain introduced the system of' progresaively 

increasing rates by means of graded surtaxes. 

The tax has undergone lu,a,dly any Changes of importenco since it wes 

first introduced. In its main fetltures it is the same today as it was in 

1842. The income tax has become the oorneratone et the British eystem. 

l 
Green., •• B., 'l'h• Theorr ud Pnu,ttoe ot' Modern Taxation, 1938, p. s,. 



i'he first general t· :x: low tn the American oolonha, with the exception 

of the early poll tr,x in Virginia, we,s the lrtw of 163' ia lfaseaehusetts 

Bay. This provided tor the a11useSBzmnt of each m,u1 •according to hie estate 

and with consider»tion of 611 other hla abilities whatsoever." 

It we~ not until senn yet,rs ll"ter thBt "ability" WflS detined to 

include son»th 1ng more 1lhau1 mere property. In 1649 a law was er.ao'ted., 

which introduced the taxation ot profits of le.borers, tradespeople, and 

others. Except t'\S to rs.tea, this for.m of law oont in.ued unchanged t 111 

1"1?'1. The law enacted in this year gives a t\lller i:nterpretatiOB ot 

1noo:rm than any hitherto. Taxpayers are 11uasesaed "en tu amount ot \lleir 

income from a profession. raouu:r. band1o:rart. trade. or emJ>lomet; e.Jll 

also on the amount of all 1noom1Ds alld profits gamed by tradillg by see. ant 

on sllore an.4 by mea:rus of advantage• arising from the war and the necessities 

ot the oomunity." 

The f'i rat suggastioJL of a federal inco• tax we.a ade in J'aauary 1815, 

by Sec:re'tary DIil.las. However, the income 11u na fint uae4 ill the U'aited 

Stetea during the 01Vil War; it wes purely a war measure. Atter protracted 

debates 1nvol'v1ng social, economie, geographical, a.ad conatitutional questiona 

the first Civil War revenue acts, the .Aoi or August $, 1861 became a law by 

e. very close vote. 

a.venue Act a o:r 1861 ud 1862 ............................. ____.. ........... 
\'he act proviaed tor a 3-vy ot S per cent a the annual incoa of 

every person rasid~g within the United States who had a net income trom 

all sources in exoesa of teoo. 'J.'he rate was 6 perec:um.t upon inC10me 

"accwi• upon any propeny, aecunttea or stock owned in U&e United Sta tea" 



1>1 cUiz.ena res1411.1g outside the United States. The rete on Treasury notee 

and °'her cov•m•utt securities was fixed at lt per eem. the prinetple ot 

rat• d.1tfenn"iattaa was il111i-oduee4 l'll the ••t ot 1868'i tlile rate applicable 

to th9 inecne ot ettben.e u4 ·Nsidenta ta exthHI flt tio,ooo •• I ,ei- oe't. 

with a j600 exemptiai allowed.. A pl'O'f'isl• tor 1ri tilhela:lag at t::n. II01lft• na 

1868. 

It ditte:r• tl'OJR tu .A.es ct le&& ill that it proY1.4eiil tor , rate at I per cut 

eu ineOflea 1a exoeae of ttoo lilll to ii,ooe, ?i per oen.t oa: \he •u••• b•'iween 

11.000 at 110,000 aa4 10 ,.r eea, oa •he •mirt eueu onr tio,ooo. 1'11• 

cliao.rill1na·Uon agaiaat ,1,bena reai4i:ag ai;road did no1; appear in thia act. 

The Civil War A.cts were remarkably succeas:f'ul from \be poiat of View ot 

reven.u.e nis•d.• lt oontribute4 to the !reasury about one-tourth ot the total 

internal nveaue colleojetl. Adlliniatrative ahor11.eemillga ••n l~ ev14a.oe. 

The· C1Til lar reveaue a.eta were •t1etecrt1•• aot alone· ia 1d:t•ol"Y, wt al.so ·tu 

admiaiatretioa. •1 "A .itorouply oompeteai dmininnt1Y• tow•, a<l~taat. 1n 

a1ze to the task it ••• pertom , weult 41111:a.iah tm••uuraltly tae p:res•t 

bul"deae iaTolv.4 ia o<aplyias w1 th the law. -2 

1 
S&ligmu., J:. R • .A., 'th• Income tax, p. 4?9. 

2.MontgomerJ, R.H., Income !ax Proeeclure, 1923, p. 5. 



:Revenue !!!, .!!. .!!!! 
"The lQWering ot th• taritt ratea in r•••p·Uon ot th• Demoor•,to Pe.rty 

platif'om. pledge• a11d •• 0011seq11n, n4uctlt>n of Gffft'DUtlt rn•A•• 

neceasiiatN nooul'a• to e.110\btr soul"Oe ot rennuer1 'l'llus, the Revn.ue Act 

ot 1894 becamit a law oa AUgun 88, 1894 without the aipUuw o'f the President. 

'!'he· rote was 2 per out on the exceBB oYer ... ooo. It wru, leTied UJ?OU all 

"ga1as, profits, and in.caea derived tma 07 kind of pJepert7, ienta, interest, 

trade, employ.meat, or Tooatioa.• However, ihis aet was deolare4 W1eoaa·u-

tutional b:i the Uaitet Sta"• Supreme Court in the faaoua case ot Pollock 

!.· 'tlle. Yarmrat ~t ComJ~l• May ao, 1896.1 'I'll• Court ruled that 

tb.e income tax na a direct tax ud could be levied only 'by tbe et.ates Wilder 

tbe requiram.en.ts ot the 0011:at'lutiaa. Congress had the power to tu jJ:l,can.• 

troa "pro:f'esaiona, trades, emp.loy1nent, or voot•tiona" ia th• nature of an 

excise tu, but had no power to tax the inoome tr<a reel tH~i'lle or 1uested 

propenr even 1n the guise of l'll1 exciae tu. 

0o!l:orat1on Exoiee. let !! 1909 

The decisio21 in the ease ot Pollock .!.• 1armera• .. 1£!!. IQld. Tl'Y! 
Qompanz wu conYincillg eTideaoe that no inoome tax meeaure could be levied 

withou'l a oo:nnitutioul e.mendmen:t. In order to e:void the ttoonatitu'llional 

snag", a tax on oorporate ineanee was pJ'Opoaed to be pa14 t,y eorporat1ons 

tor the priTilege ot exerciaing their fl'tlnehhe rights. 'l'he Oorporet ton. 

lSxciae A.Ct of l9ot, enacted August 6 1 1909, imposed a tax ot l per cent 

on ll:w ••• inecae ot corporations. above an exemption of tl,ooo. Thia act 

1nea, 1oaepl:l J., J"ederal ID.•cae '1\1.ntiea, p. 5. 

2 157 u. s., 429; 158 u. s. 601. 



was declared to be an excise tax r-m,d not Wl income tax in the case ot 
l Flint !• Stcn1e-Trec7 ~-, eri.d ilb.e:refore eonatUutional. Thi• e.ot nay 

p.10:perly be Ngarded as '\he foreJ'Wmer ot tile trt1e bocna tu MlHUNe 

ReYenue !!!,E!_]:!!! 

The Sixteenth A.'11endment, rat iffod by the states February 25, 1913, 

DJ.de constitution.al the i:mposi tion of a. federal income tax without 

apportio!Ulll8nt. This amendment r1.rnda HS follows: 

""fh• Qongress eha.11 have power to lay rmd collect taxes on in.eom1u, 

from wht.tever source derived., wUn.out llpportio~nt •088 the IMVfl'al 

statea, ad writb.out regl-il'll to uycen.aur cremunemton." 

grndetl ta.x ·{surtax) 011 b.d1Yi4ual• amt a ;flat • oa COJ'poretiona. ft• 

exemption ot tt'>,000 aUowetl oorporatiou uuler the Aet ot .1901 ns 418"' 

continued, but ~e tax rate ot l per ch»i1a remained uchanged •. an ta. 

di'Yidua.l n.s allowed aa exemption ot t3,000, an aMO\lnt which iacreesed io 

$4,000 i'or a married person. living with spouse. SUbject te •••• &xemptiona, 

t1 tax of l per eent w,-,111 levied upon the net imorae tor enell altnu.'l•r rear ot 

oitizeaa ot Ue United States. Thia WEU:J called the normal beo1n<·tu. In 

ad di Uon gre.duated tnxes called surtaxoa were levied beginning with l per 

cent on the amow:rt of income exceeding t,go,ooo, with a maximum. ot 6 per 

cent on the a.mount of such excess t1bove ~00,000. 

1220 u. s. 10, 
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Revenue Act of 1916 ------
The primary pul'J)oso ot the Act ot 1916 was to proTide lerger 

deduction privileges of the 1918' Aot we.J."$ e;xteded by a Jl'OYia1o• for the 

deduction ot loaaee by the taxpayer. 'l.b.e no;rsnal ;rate tor u11Uvid:ual• 

Revenue A.Gt of 191'1 .......................... 
'fb,G 1'18fid tor greater :revemc.es aeceasi~te4 a tu.rtJ::t.er tnc:rea$& in 

net 1nooa, both for noncl t,ax end surtax purposes. A new exemption from 

norr,1al tax was introduced in the form ot $200 f'or each "d.ependenttt other 

than spouse. '!'he "not'.nl:il" .re. te for corporations w1us increased to & per 

cent. Gnded surtaxes ranging from 1 per cent to 50 per eent were like-

wise superimposed upon those of the 1916 law. 

iltffDU8 AU~ 1918 

The great dema.ds ot tho war made i 1 a110easaey tr# the. GoTernmea, to 

did n.ot become a law until .President 'i'iilaon signed 1 t J'el:u.•wuy 24, 1919. 



The 1918 Ac·!; .tas an. entirely new revenue ect, comple~ in it self. The 

excess-profits tr::x on portnership& am a in.diTiduals wes discontinued 

tax. In all other 7ears the ind1vidul partners wen wbJect 011 a tu 

tax :rates iapoa,a on corporations wen ade es higb as 80 per cum11, while 

which iJUtiViduala were me.de n.bjeot were fixed aa high as 7"! •per.· cent. 

Revenue Act of 1921 _____ ......., __ _ 
Rewnue Mt ot 1921 becmne a ln on November 23, U21. The 

lleffJllJ.9 Act or 1924 --------·--

oa June 2, 192'. It lett uncmi.nged the rateat tor eorpoa'\tiou nt re4\tced 

decidedly the burdea on otber inaome taxpa.yera. "Poaaibly the moat 111-

porte.nt innoftl.tioa tta ihe cn~tion of 1rhe United States Boa1"4 of Tu· 

Appeale, 'an iadepende11t ap11cy 1Jl •:xecuti'H brach or :the hv91"1111m\' •1 

1x:1e1n, 1. 1., Federal Income 'l'axe.tion, p. 10. 



;ie'Venue ~.£!.~ 
The dane,nd tor :ruthar tax reductions led to the encetant or the 

personal exemptions tor marriet .PftNOl'U! l1v'1D.g ri th apouae an<! for "beed 

of the householcl• were increased from tl,500 to f!,&00, 11ad t'rcm tl,000 

to $1,600 tor others. '1'b4 axilmn amount or ttearned" income was 1neN'fised 

f':rom $10 ,ooo to tao,ooo. lh,aate taxes were reduced' and the gift tax was 

repelled. 

Bave mtw Aet or 1928 ------
'i"he lllilvenue Act of 1918 11.'ti.s a:pproved May n, lt>!&. Ro• tmrorten\ 

clle.ng.,s were made ta the 1)$ra0nal ineome tax. l'!Oft6'Vff, there wre nfhurUona 

took etf~ ct for 1928 ineaate. hrthecr, the epeeU"ie crattt gl"8nted to 

dom$st1c eorport'-ltiens with lie net i~cme• or t~,000 l)t> le1ni we.~ ine:i:"e8aed 

'Revenue Act ot 1931 ------
There wa111 a.a inereMe in rates on )otl!l corporation cmd iltdividual 

incomes tllld a :reduction in tbe personal exem:ut1ona. '!he no1'1Ul rate• on 

individual income are 4 per c.eat on the tirst ,..,000 sad 8 per cent on the 

remainder, all being upon t.Ae net inoome in excess of the eredits allowed. 

The sunex 1-etes begill with. l per cent on the total fiU!lOunt ot nt t 

income abo'te '6,00C and up to $10,000, and on th• aount t't'OII $10,000 to 

3J.2,ooo the rate is 2 per cent. The nte 111 progresstvel1 ineretuie<'l by 
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steps of $2,000, f,nd tl'le rate on the a.mount between $98,000 and $100,000 

is 4-7 per cent. :From Uwt point the rate is progress! vel7 incree.sid by 

uneven graduations until above $1,000.000 tbe l"li:~te is 55 per cent. 

In the case of a a1ngle person there is an exemption of $1.,000; to 

the heat of a family or a married person li'ving with husband or wife a 

personal exemption ot $2,600 is allowed. Only one exempUon ia allowed 

to hu.sbund and wife living together. A further credit is given of $400 

for ea ch dependent • Mo eretUt is t, llowed on account of earned income. 

Revenue AOt o:f 1934 ------ ----- - ----

allowe4. The surtax rates (applying to net incomes efter deduction only 

of personal exemptions nnd the credit for dependents) begin w'itll 4 per 

cent upon the amount of airta.x net income in excess ot $4,000, increasing 

by graduations of l per cent for eBeh #2,000 bractet up to $16,000; and 

2 per cent for like bracket• up to f22,ooo. From this point, the rate ie 

progressiv,,ly incret,sed by uneTen grnduetiona until above $1,000,000 the 

rote is 59 per cent. 

The personal exemptious are the same aa in the 1932 Act with the some 

allowed on account of earned ineo•. The aot abolished conaolidated returne, 

except as to rtiilroads, and disa11owed losses on sales and between 

members of the same family. 

i.veaue Act of 1935 -------
'l'b.e Revaa~e .\Ct of l9S5 was very ahor• aad moat of 1ta proviaiona 

merely ame-.dN aect101u, ot the 1934 A.Cit. Corporatiou inoo• rntea wen 



completely reTiaed. In place or the fonner rate of ust per amt, a 

progressive scale wae 1ntroduce4, starting e.t 12 per cct 011 the :f'1 rst 

$2,000 of taxable income mid reaching a max1.11Sum ot 15 per oat on taxable 

income in exoeH of $40,000. The rates ot the special ta.x on the undis-

tributed profits ot holding companies were inoreeaed to 50 per cent on 

income between $600,000 and $1,000,000 and 60 per cent on income in excess 

ot t1,ooo,ooo. 
The exoeu profits tax l1ltes were nlso revised. A rete ot 6 par cent 

was imposed on profits in excess of 10 per cent but lesa tl:an 15 per cent, 

and a rate or 12 per cent was imposed on pro:tita in excess ot 15 per cent. 

Begirw.ing w-ith the amount over ,$50,000 the eu.rtax rates were illCNflsed 

l per cea.t tor eeeh suceessi ve income backet until on the azmunt over 

15,000,000 it is fixed at 75 per ce:m, which is 16 per cmt more than tbe 

1954 rate. 

taxation in the Act ot 1936. This Act became a law lune 22, 1936. 

The moat importf'nt fe&ture 01' the 1956 Act 1a tbat it tatroduoed a uw 

method ot taxing eorporatiotta, w~ile retaiaillg, in a mot\itied f'ora, tae 

old. corporate lneome tax. Dividends received by indtviduals trom 

domestic corporations are abject to ncra.l tax aa well aa anex, aad 

gorporstions are taxed a tlat, rat• ot 16 per cent oa diTidenda reoeiTGd. 

'!'he taxable ill.come w:11s subject to an u:eesa pro:f'i ta tax and a. new avtax 

on hcliatributed pntita. The udiatribut.4 profits tax was a graduate4 

retained ia aot in exeesa of 10 per cent IJf the adljuated net ine<:IDt, to 

27 per cent ot the s.DI.OWlt ot income reteined in excess ot 60 per cent ot 
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the total income. A ne1 mPthod ot tuxing non ... rasident alien individuals 

wr, s included ia the act. 

Revenue !£!. 2f. 
.President Roosevelt allowed the Revenue Act or 1938 to becaae a law 

on Msy 28, 1938 without his signiture or apr,roval. The provisions of the 

new act to which he particularly objected were those relating to ·!;he 

taxation ot undistributed profits and to the trertment ot ct pit£, 1 gainu 

and losses. 

Tile principal change made by the Act of 1938 in respect to individual 

inco1nes concerns the tra,,tment of ge,ins and losses on the ,wle of or;pital 

assets. A dis tin ct ion is made t:etween short t ·,rm capital gains o nd losses, 

which ure those from the sale of capital assets held not more than 18 

months, end lon~ term capital gs.ins ond losses on nssets which. lwd been 

held more tm n l8 months bet ore being sold. The long term capita 1 losses 

are :figured ti.t 66 per cent of full value if the nsset has been hal!l not 

more than 24 months end at 50 per cent if the asset has been held. over 24 

,uo:nths. 

Tile Act revised the method of tnxing eorporote inecmes and imposed 

a grrduated tax of 12! per cent to 16 per cent on oorpora.te inc ane over 

4.i2b,OOO. 

The principal ot the und.istributed profits tax was retained wtth a 

nominal rate or 2½ per cent. This is e lll&rked reduction trom the undi ... 

vided profits nites, gr 0,due.ted up to 27 per cet in the Act ot 1936. 

The corporate income tax soetions of the Re:venue Act of 1938 were extremely 

complex end were the results of e series ot compromises between vsrioua 

groups in the Senate and the House. 

The nonu.l m.d surtax rates remained the same. 

The rates are to apply only to the y·ee.rs 1998 and 1939. 



A OOMP.ARISON or THE .AMOUl'ITS PA.ID ON DDTIU?ENT CLAUJS. o:r DOOMS 

D TBif. UNiffD S'l'ATES AND OREA.T BRITAIN 

eyet• as the etm.dtu.'4 by nio)l tc measure .-.raa.n. tu tnat-itutou. 

It ia true that the British •yatem as• wllole appllea 'i:he priDeiple of 

capacity •1 d.epencl on how uxe11 f.l'.re 418trtbutet. has aa1d 

thai a nat1cn 1s like a pecldle~ anil that which 11i can -.rry_ depM1!a ooa-

aidelll.bl.7 oa tae way it anaagea 1u Jilek. -1 Gnat Brliiaia relies 

part of tta re'Ywue. Direot taxes of thia son constitute a .... u ar.nnged 

pr1ck "be0:1.1use thet do not t'leprl ve the weak taxpayer •t th.e ne•esa1t,U.e 

and beonuae they least disturb the eonaumer•a abUt'iT to pay • ..2 In tlu 

toll01ting table 8Jl a.ttempt fa mode to• •ow a oompeiaoa ot the various 

kinda ct taxes in the 1iwo countries in 1932. ('!he pount ia taken to 

equal $4.92) 

'!'able 1 

Sources !!!_ Revenue ~· All 00.el"ilJ&.ntel. Utitt a .!! !.!!!, VaitM 

s•tee Great Britaia, 

Source 

Total ·Tax Burden 
General property tax 
Inoane tax 
Miscellaneous taxea 
Gu tu 
Excise tax 
Cu.atoas 
Motor Yehicle tax 
Death 4uttes 

1 

l~ 
56.84 
14t~06 
,.o9 
1.24 
l'J.4'7 
3.98 

3$.94 
2.38 

Unite·ngdOII 

1 ... 
l.8.-i& 
15.111 

2.23 -13.95 
18.69 
3.13 
8_.40 

2Gro'ves, :Harold M., British Taxes ~' New Republic, August 21, 1935. 
Ibid. 

3statistical Abstract of the United States and United Kingdom. 
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'lbe moat striking taot iJ:l the table g1TM is the ~poneuce o:t the 

general property tu in the Jmariean \ex system. lt oaa:pl•ielJ' ov1':r--

alla4owa the iDCom.s tax, which l"«Ul~s • p90r aMoad in im.portaaoe. '1'.b.e 

income tax is low 111 tae comparative taltl• NOIIJ:lse 'b&•o. ••te .a.ad f,edere.l 

tu:ea an in.eluded whereea ia the -.,i. t• f Ci>llM ia *loll ta• iaooma 1,;ax 

tor 1932 amounted to 56.l psr eent .only t•d••l t;uea wel'9 .:\acllldet,. • 

lt i• tw.e Oat c~risoaa oe-.n iaOQae taus 1• ,_. ., .. •untriea 

1JOJaet1Ma leav• out ot a.eoount tM state inooae ta:xea. ,It is also e•.• 

times oomplai,ae4 th.at no a.ecoUQ.t is taka of the 1>0QOre.Uo11 ·Jnco1H tu 

1a oomparia& Brit1.u. ~d •ri.-.n tu .itu.rdeu. Mh oouav1ee tu oorponte 

ino001t, wt the ar1,1u tu is aa:blly a coll•oUon ... at•--••Hu•ee deT1Q-e and 

not a buaiaeu tax; that is thlt .lriUAlb. ;axpa7•r ay oft'se-t the O-Ol'l)Qrat1on 

tax ag;; iaet hi.t persGnal. tu wllezert• t.b,e . .-rioaa taxl)tWer •naot. ln 

-44it1on the ,Pfllrso.ttal ttix aud the oo.l.leet10ll •t the .IIOJU'ff tr• o<>rp<>rationa, 

the Britiaa now imli<>•• eidtU.tSona.l taxes on businesses for w,•r :purposes. 

'?his tax ia discusaed.iD .a latq aeetioal ot \his :pa.p&I'. 

In Dl.f'!!.Y inettinees the :British pay heavier death taxee than we do. The 

exemptioas ttre very 11.\lOil hip.er in tlle U•ile4 8'aiea than 1• Qnat Brite.in, 

and the rates in the lower braoketa are 111&oh lowel' (SN Ta.1>1- YI.); OA ,b.e 

ota.r hand, the higheat braekeie at the ••r1oaa tax O&J'J'T allba:tnn:ttally 

higher rates tbaA the Britiaa. 

'l'h• Bri t1ah have no gift tax and as a conssq1.Nnoe tae ll1-itiall tex 

ia easy to evade. 1'he Britiah dct)ia.ve a Pl"OViaica 1'1ud; gitts •de 1'1thin 

thr•~ years of death are conclu.sively p:reawaed to have 'been ma4e 1a 

contemplation of deatl'l am a• ta.xal>le under i;he estft'f;ea-tax law. A 

si.lailar provishn in J\ln&rice.n laws wu• deelared QJlcoz:u,titutioaal 1:>y tile 

Supreme o~.~ 
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Some :l.det\ ot the comparison. of the anount ot ta.1es pa id 'by the 

United StHtes and Great Britain may be gained trom a diseussion ott'tae 

eoonom.ie burden of taxation in the two oo untr1ea. 

In 1930 the average individual tax in Great lritaia wae larger than 

that ot a citizen ot the United Statea. On a per capita baeia tax 

collootiona for 1930 were tgo.sz tor Gre~t Britain aad t84,.40 for the 

Uaited States. These figures were obtained by ll.Sbg the eon·v.nloa 

rates wb.ich prevailed prier to the devaluation. ~· tbs dollar ant· iaelud.e 

all taxes both Mt ional and loee.l. There was a •rited deollu in '.l'eoeipta 

by the :Nation2l Government from 1930 to 193t~ and an upwin·d trend after that 

date. The amount of taxes colleot&d bJ the National Gove.nae11t 1:i the 

United State.a for the :f'i.scal year 1936 amounted to f7? per en:p1ta ud tor 

1938 they am.owited to t8'1. Tues collected in Gretit Bri\du have beo:a 

stLbl@ in recent yei:,rs. on a per capita basis the am.out ot taxes collected 

for the yemr 1936 was $101.85. 

In Great Britain from 1930 tc 1933, the foxes collected 1•et'eased 

somewhat. 

!his method of comparison may not pre:'len. t the Bi w.ation aocuntely 

for 'the reason that abnomal conditions prevrdl in governmental tinanoing. 

Dllring these ye,-. .ra the United States have boen euf:f'ering fran a severe 

depression while, Gre~.lt Brit1.0 in has experienced prosperous years. 

Until recent years except in t:tmes of war taxes about 0qualed the 

a;,tount of expenditures and in man.y years exceeded that swa, Jlow f•r 

several years, although taxes have been tneretised, huge det'ioite have 

accumulated. In the following table an attempt has been made to show the 

ino:ref,se in the public debt or deficit on a per cn•pita be.sis. Thia does 

not include the intereat charges on the deb,. 



1930 
1954. 
1938 
1959 

Table II 

.! ~rison 2!, f'ubl.io Debts .1!. la!. United States !;!!!_ Great B111tain 

tor the Years 1930, 1934• 1938, md 1939 - - ................. ....,....,_ ...,.._,._. ------ -

4.86 tl6,185,308,299 fl3l.49 l.'l,469,060,000 $788.78 
5.04 If ,055,i4l,4l4 213.tD . 1.s22,:Jio,ogo f56.80 . 
4.89 37,164,740,315 285,43 8,026,127,000 855.75 
4.90 40,4$9.622.411 508.29 ,.1&s,2e,,ooo NO.ID 

Adding to the figures for the Nati nal Government the figures tor 

State and locel govemments, we have a total. or about t5&,000,000,000 

which is greflter than the indebtedness of ~llY other country in the world. 

However, the national deb, of Great Britain ill lerger than that ot the 

United States. When the national and local debts are considered the per 

capita indebtedness of the United States is onl7 about f440 as oompared to 

over flOOO tor Great Britain. 

In addition to the per.onsl tax end the oall-at-tb.e-souroe tax from 

corporations, tb• British now impose emergene1 tl'lxee for wa.r pu.rpoaea. 

At this point it is well to consider Bri~on•s new e:merE'ency incQPIO taxes, 

levied in 1939-1940, which are the highest in British history. On 

September 27, 1959 Chancellor of the Exchequer, Sir John SL11on presented 

ts,000,000,000. The iace&l8 tfut was il'l&odiatelly boos1ed. The baaic or 

27 per oen1i to 'I a.billings or 35 per oct tor tlle final year e:odin.g Jlarch 

31,1910. For 1940-1941 it will be 7 shillings and 6 pence or 3'1i per cent 

to become effective April 1, 194-0. 
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.Every els.as i a bit by the new prog:rAm. Eve the $10 a week clerk: 

will contribute to Briton's wartime inc one tax coffers• and the industrial i at 

with t>tn income or ms m.uoh as $400,000 will pay aore tbaJ:I. t:320,000 to the 

Government. Ba levied a new indirect tax on beer, wine• whiskey, and tobacco. 

ot cigarettes bas increased tc, 28 oenta for a package of 20. 

Simon Rlso announced a great :many changes in other di;eei taxee. The surtax 

woe increr• sod greatly and death duties rose 10-20 per cent. The 60 per eent 

exoess-proti ts tax p:reviovsly imposed only on ,u.•mament fi::i:m.s wms extended 

to all businesses. 

Whe;n the nation.t.s estimated ineame w ,13 determiaed for 1939•1940 U 

amounted to appro.ximataly t4,ooo,ooo,ooo or only halt the outgo. 

A.a high tH:'I Ameri.:ian persoaal income tu rates are now here i :l the 

way in which they (teder~l taxes only} eomJ;t,.re with the J1.ew Brit isll taxes 

in a. few representative brackets:1 

Inconw of' Marr1 ed Person 
{no ehi ldren} 

$ 4,000 
12,000 
20,000 
ao,ooo 

400,000 

Table III 

Total British !!!, 

$ 871 
4,021 
8,220 

52,068 
323,068 

'l'otal United States 'l'u 

• 44 
602 

1~~89' 
21,269 

252,194 

Britd.n the incmme tr,x furnishes over 36 p&r eent of Brit iah :national r.Sd 

loc~ l tax yieJd comps.red with only abc,ut 15 per cent 1.n the TJn1 ted states. 

In many instances atate income taxes are not oomidered when eom}.llrieone 

between inccm9 tf,xaa :in the two countries nre made. However, the inclusion 

l The figures in the table were taken tram "'l'he Briton loots the Bill-
U. s. Takes Warningtt, Business!!.!!,, October 7, 1939. 
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or State income tax would not gre1,tly til tor the picture, einoe in only 

five States does the rate ra:nge higher than 'f, per cent. MorecTff, in 

most States federal taxes are allowed as e deduction in. efllculstiq 

1D.8Q• tor state iaooae tu••• and state income taxes are al.lowed as a 

4educt1oa la c, lwla t 1a& ill.OGIIS tor federal taxes,. wb.ie.b makes the oom-

b1nat.1oa l••• burienao• t~ 1 t •1' a.ea. 
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A OOMPARIOON OF 'fft~ srot!Y OJ' TAXA.TlOH IN TS llNr?JID 81.'A'tU 

AND GREAT BRITAIR 

Direo'I !!! ln41:reo, Taxuia 

'faze• &1"9 ofta olaaaitt.d aa "tline11• ant. •1Ddtne,, • •• While 

thia elueitiMl1oa 1 • acn exae, U •• aa u•• l>y author• ot 41a-

tillot1aa ta the paat an4 1a et1ll u.-4 by tlOIII PWJ"lll8JR8. 1elm 

8'llan ll1ll ata'li.O. tat 41atmttoa betnea 41••• ·d4 11uun.t --• 

•• 

•A 41reet tax ia OM ntoh 1a aalld.« ·t,_ ••.,..,. penoae who it 1• 

inteadecl or desired ahollld pay it. J.n41Not "1xee an tho• niell aa 

411118nde4 tzoa oae peitac:a ill ta expeeta1:1on aJlll bltemtoa that u ahall 

i.Jlclemat f1 11.iUelf a, the ezpu.se '1t ea01Jhel" • ..,.1 

tJatonuaawly this detin1tioa 1• not exact. Proteuor Sel:ipaB1 

aa7e that "this criterion ot cUat:lnotian. hu been abandoned by modern 

••• or i:ndirect taxes reete4 upon the pooN~, ,i.. ... a," a.D.d th.at ill 

mo4en. tma tttu ao-oalle4 indirect taxes hert·e largely bee removed troa 

11.eceaaarha ot lite• end impoaed upon luxur1•• or arUole • ot harmtul 

eo:ullllptioa. • Thi• natem.eat doee not hold t:Ne today. Although 1n 

moat ouea of toed. be.Te been made exempt tram the recent aelea 

tax•• maa7 ot the ueceaaanea ot lite are auJJJen to aalea taxes. "Direot" 

and "indirect" a.a applied to taxes very otten tail to determine th• in• 

oidenoe thereof, an4 tor tat particular reaaon nela a 01e .. 1t1.at1& ia 

ot but 11 ttle y,,lue • 

11. s. Mill, Principlaa ,S!!. Politioe.l loan5, p. 823. 
2 
Seligran, E. R. A.., ~aaaya !!, TaTstioa, pp. 690, 691. 



elopment, refleetiag the im.p:rovecl tiaoal &d.ucatioa a:ad reaponsil>Uttr 

ot ti. ci tizeu • 

.AJ.tbougb ti. •phaaia upoa direat taxation r11ui.ched its D111U:1nlum 111 

the course of the World War, it has aet aubstantielly demnishe4 ia 

Greet Bl'i'iab. or iA the Uai te4 Mat• aiJloce. 

Professor Seligma.a ill lsaap !!. fuat1ca po1at• wt that direct 

tu:st,l.on •gena.rau, tenu tlle lan step i& the hieterical denlo'.lll9a ot 
publio revenue. At first regarded entirely as an enrao:rdinar, mean.a 

ot sup,or,. it graduall.7 assumed the character or u ordtnary tora et 

revenue.• This tu.clency has been illustratecl ta ta United Stetea where 

dire et ta.us advu.eed from ou-tenth of the. :ren:iua.e to al.moat twe-•lli:r4a • 

in the years following the war. 'l'he course through the years a:, be 

indicated as tollowa: 

Year -
19»9 
1930 
1931 
1932 
1953 
1934 
1935 
1936 
193'1 
1938 

fable 1V 

Perceat .2! fil Federal 'faxea !!!!, Direct 'l"axea 

Per cent --
66.~ 
&6.5 
66.8 
56.1. 
40.5 
2'1.7 
30.2 
S6.2 
,1.e 
43.O 

In the iable we find taa t direct taxation increased ill the Uat'te4 

States to &6.5 per cent in 19:51 and tball it began u:> graduslly deena.N 

untU 193' it was only 27.7 per ce:n, ot the total taxes oolleeted. fhia 

i;bout this ti.me. :Beginning with 1931> direct trnretion m.s increased each 



year IQi.\il 1938 it 81l10llllted to "3· pe:r Nn\ ot •• total texea eolleo:tiecl. 

ot "'9 British '\u: load are ap:r,aaat ·in '1111 oca:,arattve imo• tax 

aohe4ulea int.be tn countriea: 

Comf!1'1Mn !! .ltteot 1ve !!!!. !t, la••:...!!!. !.!!: !. Jlante4 !!!, 

P.!_ DeJ!l!:4!aia (.!,ll. Iaooae Bamef) 

.-OlUl1i Of 
l:nCOW/i -

ti. a. l'l.x .lfl'eet1Y• 

t 1,000 
D,000 

10,000 
215·,000 
50,000 

160,000 
1,000,000 

- - -
• 80 

415 ,,.,. .. , 
8,869 .... 

5'11,$94 

Persaiw. l Exempt 1011 
Single 
Marr:S84 

Nonial late of Tax 
Oorporat1on Tu Rate 

Rat• -
l.~ 
4.15 ••• l?.'15 

30.59 
6'1.18 

I 6.,t'I 
63'.08 

1,661.'18 ,,,,a, .oa 
18,31'1.52 ......... 

813,8'74.00 

United states 
1,000 
2,500 

'l'able TI 

., .. 
12,.ft 
16.63 
at.'90 
36.63 a.:•• 
61.38 

O:rea.t Brttl!lla ••u 
'138 

OODlJ:!riaoa .!!, Estate !!!, (Betore Ored1'l) Paid. .!!. Spoian 
Jlei a.t.awa ill 1111 ---------

Net Eatau t1nited States lritilh Tax - -Baton k•p·Uen. J!.! 

• 2,600 ·- • M.IO 
5,000 Bone 98.40 

ti0,000 ... 1., ... 00 
100,000 • 1,eoo "I ,8'12.00 
600,000 19,100 9&,480.00 

l.P00,000 169,100 2."l6,l60.00 
10,000,000 ••• , ,600 ...... ,000.00 

100,000.000 60,386,600 49,200,000.00 

Exempt1aa f5(),ooo k-91 
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In America m.my 1:aapose income emd eet&11e tazea ia a4d1t1oa 

to 1ibe tedeal \nxea ehown 1a the uoTe tables. oa the other head til1t 

incmm ud ••~1le taxes have oonati'iuted only a a1nu.- sovoe ot nveaue 

1n moat ot tm,,tnasu. 

In lad.e.ral Govenaen.t allows a ere41t agaiD.811 ti. "•<l•nl eate.te tu 

tor a OOJlSidenble part of tho ialleri tanee tax paicl tJ.le stat••• 'l'1lt 

Amerioa eataie tax ia the only tede:ral de11th tax, whenu tile Brit:iaa 

have a aucoeaaloa nv -•hat liu -.r atat• inaeritaoe tu ta 84d1tton 

io the otura. 

It is &110 tru.e Uat while ar1,1a11 iaeae aatl estate tax ra•• are gen-

eralq higur '\ha. oUJ,"a 11i ia ia t&e lower all4 mi4.4l.e bn.elarh that --.. 

prinoipal tifterenoea appear. The• 411'1.'el'Q.Cea •7 be n8'e4 1• tlle altoYe 

tablu. 

Ia 111e tJai 'M4 sta,e• o•r a7at• aaa 1a IUdlY :rea,-oia .f ollowecl tlla'tt 

ot Greet BritaiJ:l. U was -.e exa.apla of Greet Britain. that led ua to adopt 

the inocne tax, am the tax oa eate"6s ot d.ece4enta. We alao olttatned. 

trom the ... sou.roe ta• •xceaa ... p20fUe 11a wh.ieh waa ao euo•sstully 

applied du:rillg the Wo.rl4 War aa.i tor •- ti.• atterwards. Like Orea 11 

Britain we have alway• aeaTi~ tu:ecl intoxicatiag llqu.ora qd iokeco 

b7 exoi• tuea and lUm her • have ».ever l•1'te4,,a ge.aeral aalea ta:1:. 

'l'h• United Stat•• tu:•• imports oa ta• protective pria•lPl• while '1nat 

Britain iDl;pcae• a taritt for revenue only. However in the last few years 

Englaad ha• •ha~ed its polio:, am aow iapoaea &utiea en many olu••• of 

manutaetured articles whitlt wh1oh wuio\l'l>tedq 1• to p:potect hw IID\lfaeturers. 

"In both Great Britain and the United St-.tea the principle that tAxes 

should be levied in acoordenoe with ability to pa7 is recognized to a 

greater •~tent than in en7 other nation. The main feature in the English 



system. 1a7 be sai4 to be a pr ogre ssi'Ve inoome tax bl which the axilmm 

rate h comparatively high and the uem,pH.on.a low. •1 A. 111:petial eftort has 

ba011 made to ell.millate taxes of a .,.utioua nature and those which are 

difficult a:ad axpenm.ve to adlltin.iaier. b met.sod ot colleetk>n deYised 

bas made eYuica di:t'f'ioult. ATo1d.uee las alm bea 11.inderei 1l7 no$ 

tmeluly utend1118 the allowano•• an4 dedue·U.oaa tl'a1J tJlll tu:,._,..,... •av taklt. 

'lhe nathod or computing tm in•m. ·uz ta Great lb'itaia, when ihe 

inOOlle ari•• ta. eonnect1on with real estate,, ia ur,: d:1f'ta-e.a:t fl'Olll the 

method uae4 in the tJnited States. 'the lla.aia ft the aueaeam.t • real 

sat~,t• is whe i is called tbe "'mm.ual value • 2 or rent. The t• ia usuall,' 

ud ;;eya t.b.e tu U ia de<lncted trcn hia ren\. la JH>'Ul a,,uam •4 

the Un.ited S'btea tu :re.ai receiYed. tra a house u in--. ad 1a Grtlat 

Britain 1:f the a1mer oec\ll)t•• tu howae iuted ot ru.U.ng 1 .. , i._a 
TB.lu• 1a nill inoou aJ:ld 1a te.xea aa aucm. 

ft.a Jlri"tiah do 11ot couider tae pll'()fit -4• b:r salea or trr,,aataza ot 

oapi tal assets to be illoome ulea these tra:aeaot!ou an ••• ia a \nde 

or lnuiness ot tae iaxpa:,er ant, e.s the7 ct.o not tax capi tel gain• they do 

not allow capital losaea to be de4Hted. A. g:rea:t d.it:r1oult7 ari•• trom 

thia practice ia cletenuniag whatllel" the profit P.aaulte4 trom a tr&llsaction 

1a l:n18iaeaa or waa ti-an • nl• or truafft' or ca.p1'ta.l ad. the opponu1'1es 

tor eTaaion &NI· trequeat. 

!lie Bri tlsb. do not allow many 4elluct.10l'la. or .allonaoea. Tbly ate 

no allowance for ilep1et1on, allow limited depreo1at1on oal.v oa maolliafl'J' 

1Green, W. R., !!!!,. 'l'b.oou !!!a l'ractioe .2!., Modern '?'e.xat1on, p.239. 

2lb14, p. 240 



aad equipaeni. and. allow tor no losa .on .tile 41aear4 ot •lllilaerJ d4 

equil'Mllt not :replaoe4. .!llta ••• aQJ" wtih .,. ot tu aerioua 

oom:plioat1._ m •• .....,ioa ayat• .. 

'\h• loH 1• taourl'M... flt.1• pra•·U.• Nd••• tae ta ltut, aol-to IM ext•t 

net our •1•-. ot e.Uo•u.••• t•• 4.epr .. iatS.c•HUI 4e:,l•t1oa. · 

tu .-r1can organizaticm, ad works more amoothly-, more etteotiYel7, aa4 

with les• ex-pa•• tllaa a.a, otur •••tl'J'• ftl•· apniort • ia legel7 due 

io th• UMll•••• ot tlle .natt whin 1• uarpd with .tu oollmioas. · 

!hilt la tue to i1le at1.oe••• ot Ult Baglieh 11T11 Servi•• -,at•; an &• 

oorrup1ible tone et hl&ll a».4 loug UMJl'teace • . OD.••• ocnl:taJ'J tlle tfrl1ted 

ilia t eor.,,. aore pl"Of 1' oaa lMt mde 'b7 eppoa1a1 •• dolleotioll at tau• 

'th.a• 1n ellfon1Jla th••• a goY"emaeat otticial., llu l'U84 aJlY' tale11ted 

oau .. .- iniJue'llite 1a ta• e.pplioatiea ot tile iaoCIIII ~. 'ftle• 1a 

prol>eblJ' l••• evaatoa uue •• .lngliall ~•tea tlla uder OUJt,ea, n4 J.t 

ie eertaia. 'ilat ~re la ••h iMre e.w14aee 1• ov o__.ry. llleh et thia 

aY014aao• 1• eeuae4 ,,. Wte reav10-.1ou iapo_. oa tau:tion by the :retenl. 

Constitution which prevents in aall.y respoota the application of taxation. 

by eith• ao1entitic or equiteb:i. •thoda. 
l Mr. Greea aaya that there is another differen.oe worth noting whioll 

1The Theory!!.!:! .Practice of Modern 'l'axat1on, p. a«. 



affects the colleotion of t,,xes 1r.L Eagled. fhe.t 1B the high ethical 

str,ndRrds ot buaiXll'H1s mea and people ot wealth geaera.lly in Ragland. 

Like all othen, the :IJ:l.glilllhmln dislikes to Pe,' taxae, 'buil u a rule 

he does not avoid them by queat1onable metho4a. 

ETndoa mar be practically impoasible in. lnglam b(UHtuse of tile 

aynea ot "collection at the iaouroe" used theN. Th• tax on all dividends, 

rents, aalariea, interest, and other payments due trom s1on.e to the 

taxpayer is collected at th.& atan.4a:rd rate from the person where the debt 

orisinatea. 'J.'hia aysta ia aot u.111114 a the Vn1ted Stat•• to a_, great 

extent. 

As a result ot U1• p~.;ot ice the ro has been sell compJ.ain:t Olil the 

pa rt ot the Brit ial:l taxpayer w1 th :reference to the ,rouble tnvolvecl bl 

objainu.g the aettlaent of .-u el.aw ariaing by 1•1utaoa ot too high 

rate l:ulving ben. collected Ullder the syata ot collectto.o. at the source. 

'!'he Uai ted States has a no:ral tax rate a.pplioable to ell ot \he 

h.xable 1:neome and Great araaa h&s a "ab.nda:nl rate• likewia• appl1eable 

to all the ta:a:ab.le 1.ncOllte w1 th a E:1xcsption u to very amall income• 

which 1:re ta:a:ed at a lower rate. Boilh eoun.trhe have prcgNadv• si:1:rtax 

rstes in addition to the uoral rate or etuuter4 rate. Jotll make u 

.e.llown•• an. eamed blcane alld both mate a d&duct:to• tor de:pen.4.ents. The 

standard :rate ta Gree.t ll'Uata is ao muell bigher Uum tha nol'!lBl nte iJl 

the United Stet••• llowevez•, tlle var, large inco•s b the Un.ite4 Stat•• 

are taxed mu• more heartly tnaa those iJI Great Brite Sn.. 



OONCLUS10lf8 

logicolly arl"8Jlged statiite. whereas the British law 1a antiquated, ill• 

arranged, en4 obscure an.d ambiguous in its prov1sio:ns. ,.l 

Anyone who has made a oareful exeminatio!l ot thllt 1ncomie tax lmts of 

any other country will be convinced that our ata.tute 18 better dran a.n4 

more logically arnu1ged. Yet tor various reasons it ie certd11 that th& 

law works with less friction and litigation in England than it does :I.a 

tha United States. Thie is J.a:rgel.y owing to U.1.e authority given in 

EnglaM. to treflsury official.a, sometimes rather tar down the line, to 

adjust and co:mpromiae disputes as to the a:mount of the ts:x:, which authority 

we are reluetemt or un8ble to giTe in this country. '.t'hese of':t"icials also 

have greatsr e.uthori ty 1B fixing the aount of the tu than oould be gi"ftlll 

them under our constitution, consequently their dec.1aiona are final to a 

greater ax,;~, and numerous teehnicali ties which are :raised in our courts 

in tax cases are 1netfect1ve under the British practice. Th• result is that 

there 1a tor less litiptio:n u.nder the income tax in Great Brita.ill the in 

the United States. !be Constitution also limits -the kinds ot taxes tha.t :may 

be levied by the Federal Governm.ent, and prevents P'ederfll taxation from 

interfering with the gover.nm.entel prerogatives of.' the at~tea. These matters 

add to the complications of our taxes od make difficulties 1n applying them. 

more settled, ita applicatio:ti becomes more definite, 11J1d tbere is less 

com1,laint about its administration. 

l Spaulding, B • .a., The <ncom.e 'l'hx jn Gnn,t Britain FD.d the 'O'nitad 
Ste.tee, (London, 1927) - - - - -



BoweYer, we k:aow that there is coiutidenlill• avold11D.aa. wllioll reaul:ta in 

unequal application of the law, and alao mon or leaa eYna1•, uioll 

4eteata ill• law entirel7. 

'fhat ti. inooae 1iu he.1 Ua t!et••'• auat lMt edmit11ed, IN.t ia til1a 

reapect u ia aerely a exople ot th• »motpl• tha:i t».r• 1a ao nch 

'il:i.in& aa a perfect bx. 

~• the Aaerioaa awl kgll • ,,.neu an 4-tteii ve la pnvid.in& 

IINU et utoroillg tie law, al'iho•lh 01u,• :,reu,elli awe ct•• 1now.gh 

author:1,1 it it w•r• e:nnue4. !Jae law requires that th• tupayers keep 

•••a rftCoN.a aa the Gaateaioaer witll w annvc:J. ot ta• Seensary ot. tb.e 

heenry aaJ preao:rilite. It taia 4etun, pnv1•1• nn entoree«, U1011aanda 

of ,,.u texpayera who MY• MxalJle ue.oa l,ui never ••l> ,.... \ooka or 

make ey n,limla would. b• OOllptlled to pq in "1le eggrogai• large sume to 

1ihe Qonru.eat. 

MaJl1' :people llave t>le aotion that enmptilred with the British we are 

a lightly taxed people. fal'\te nasoaa ay- be 14en titied way -.. ordinar7 

oiUzen aoqui:rea tb.ia er:rone011a id.ea: 

l. Be may overlook State and loeal ta:zea: onr halt tae •••• SA 

the U.1te4 State• are local ia ong.1n, waenea l••• thaa o••t1ttll are 

local 1A Great JrUain. 

a. He may keep too DD:IOh ta aiad the dine, tua11oa, in panictlu, 

tll• ~rsonal ueoa tax; o.aly abo\l'ti 14 ,-r •• t ot o.tr nvea»ea oeu t'N& 

personal tnooa taua, waenaa tlle Brit lab. Oovvu•t ra1aea 31 per oent 

ot 1 ta tot. al revuu ill this waJ. 

s. Ia reoct yeera t•hl".N4 taxation or "cl.etioi t• •• beea INOh 

areater in the U.Ued stat•• than 111 Jrei,t Brit au. (an fable II.) 



By "det'erree" taxation we mean that the United States is apending more 

each year tht1n it collects iu. taxes. A.a e. result ot thie excess spendin& 

the Government is piling u.p a huge debt which in the future !IUst be paid 

by somt fom ot taxation. It is evident that by oremting a debt wb.ibh 

muat be paid by taxation at some future time n are merely deterriDC 

taxation. 

It 1a true that as a uU.on we have been 1pend111g mme7 very !IUCh 

taster than. we have been ra.iein.g U. It this tendency em:timuea it is 

well that the taxpayer beoOIMl alaaea beoa11M the taxes will have to be 

raised to meet the inereaaug eoats of govermaet. Tu load which net• 

upon the people ot these two aatiou tbentoN 1a M1 Mre.lf ••posed of 

tax•• but piled on. the taxea is ta ••• et acoumulated de1'1o1 ta tor which 

so tar no proTiaion ua btea •••· Fm tlleee an.4 many otbn· reaaa:i.s, it 

is pnct1os.ll:, :iJlposaUtle to aak• more ,ha a rw.gh oomparieoa betwea the 

nattOJUa aa to the tu 1:>11rr4eaa. 

A. word u7 be ad.de& eoaee:rniag the eoacept ot taxable cepao1t,. nea 

does a nation reach the point where e:ay inoreasl ill the tax load would be 

disastrous or at loast highl.7 undes1ra.b1- tor the nation'• econo111t All 

will depend upon the circumata~e• ot tbrie end place. Mr. Harold K. O:rovea 

ays that it will also depend on "the purposes tor whieh the money 1• raised, 

the mornle ot the taxpayer aad partieulerly the pertect1on ot the tu:etioa 

inairuments which are employed.. Preaume.bly no taxation 18 too high it the 

majority ot the natioa teal• it uoeaaarr to p1"9Tn.• annihilation. by a 

toreiga toe. ad perbaps the aame holt'ia true tor lhe prevention ot wide-

spread etarvatio».; or tor a rtistora'llioa of •re.le t,0 lhoN wao have lOIII 

beea without a deoen opportua.ity ad who are livillg t• below their 

at~denl. ,.l 

l Groves, B. M., "Bri't ish Taxes and Ours,".!!!, Bepu.blic, J'ul:r 13, 1938, p.2'16. 



, flw ~•o& an:,1. Prnct, ice tl ~oden1 ~,.~atten 1 
S~eo:nd i.~d '.I. ti Ct'. t 1~38. 

Sel!c;rrmu, Ji~. R. A., "MdNsa," Nat1un.!l.!!.!,JHOC1&t~ f:_roce~i.'H~t~!, 
Vol. U:, 1915. 
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