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The taxes are indeed very heavy, and
if those levied by the government
were the only ones we had to pay,

we might more easily discharge them.
But we have many others, and much
more grievous to some of us. We are
taxed twice as much by our pride,
three times as much by our idleness,
and four times as much by our folly;
and from these the commissioners can
not deliver us by allowing an abate-
ment.

~ Benjamin Franklin



INTRODUCTION

A few years ago when the subjects of farm taxes and
Tarm relief began to attract attention, the writer,
feeling his ignorance of the fundamental issues in the
discussion but appreciating the importance of taxation
among the problems of the day, began to read with inter-
est every article in the newspapers and magazines that |
came to his table. The more he read the more complica-
ted the subject became. He soon reached the conclusioﬁ
that taxation is the least understood and the most mis-
understood among current problems. The writers of many'
of the.articles did not appear to to have any comprehsen-
sive grasp of the subject of taxation as a whole but man;
ifested an intense, narrow and prejudiced view of certaiﬁ
phases of it. Much of what he read did not throw a great
deal of light on the question but it did pique his inter-
ast. The growth of his knowledge did not keep pace with
his reading. At length it was evident that what he had
been reading could be condensed inteo two statsements: one,
that the farmer's taxes are too high in proportion to ths
taxes of other classes, especially when his income is con-
sidered, and the other, that his selling prices are too
low when compared with the prices of the products of other
industries.

These two statements embody the main grievances of
the farmer, and it does not require nmuch study to ses that
the two grievances are really one and that each is a part
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of a much larger problem. The taxation of the farmer is
a part of the taxation of real estate in general and his
grievance can not be permanently remedied apart from the
grievances of small land-ovmers in both country and city.
All are victims of inequities and injustices that cry for
abatement. The farmer's interest in higher prices for
his produce is matched by the consumer's interest in the
cost of living. The farmer complains that his income
fluctuates from year to year with the bounty or the nig-
gardliness of nature, the influence of the weather, the
presence or absence of insect pests and plant and animal
diseases. with the prices of his crops, 8tc., while his
taxes are steadily increasing. His standard of living is
not as flexible as his income and he resents the econo-
mies of the lean years after having tasted the luxuries
of the prosperous ysars. He notices that some classes
have steadier incomes than his and that some with much
larger incomes than his do not pay taxes at all.

The farmer is not alone, however, in his troublss,
for the workingman who is trying to own his own home
also finds that his taxes increase faster than his income
and this is subject to great fluctuations owing to un-
steadiness of emplovment. His house and lot do not es-
cape the assessor's list an# more than does the farm. ~
Both farmer and city home owner are the victims of a meth-

od of determing land values based on sales prices and
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nothing but a more scientific methed of arriving at land
values will help either one. Whatever else it may be based
on, a scientific method of assessing land values will take
note of both the visible and the invisible incomes. The
problem of relief from the burden of taxes on the farms is
inextricably bound up with the relief of real estate owners
in general and neither the farmer nor the real estate owner
in the cities and towvns will be relieved without some fun-
damental reforms of the whole scheme of taxation.

When one reaches this conclusion in his study of the
subject, and this conclusion is inevitable, he is lsd to
inquire what the facts about the increase 1n taxation are,
whether the phenomenon 1s general or local, what the rem-
edies are, if there are any, and what are the general prin-
ciples are upon which sound tax reform must be based,wheth;
er patchwork reform will avail any thing, and how the farm;
er's economic status may be improved, especially in rela- ‘
tion to the seconomic status of other groups. Since thesé
and similar questions arise naturally one is driven to the
conclusion that the subject of farm taxation and the improve-
ment of the farmer's economic status together constitute a ‘
very complex and difficult problem for the social engineer
to solve with the help of trained economists and statesmen.

It is certainly no job for the untrained. politician.

In trying to find answers to these questions recourse
has been had to Government Reports and publications, to the
reports of Tax Commissions of nsearly every state in the un-
ion, to special and joint reports of commissions appointed‘

3



by state legislatures. The committeses and cormissions
compiled tables of statistics which were obyiously supposed
to have some relation to the matter in hand. In too many
cases not even a hint is given as to the precise problem
the committee or commission was trying to solve; no expla-
nations are made as to what the tables are supposed to
show. The general Iinference is that "that some thing is
wrong and something should be done about it". The precise
thing that is wrong, and how the compiled statistics show
it, is not explained. There is no lack of printed matter
dealing with various phases of taxation. The very wealth
of matter is bewildering with its vast amount of snall de-
tails and in its uninterpreted state tends to darken coun;
sel rather than to enlighten it. Taht more nelpful legiSF
lation has not resulted from all the efforts put forth in‘
so-called investigations is due largely to the fact that
thé investigations have been made by untrained investiga-
tors who did not, or could not, organize the work of the
conmittees or commissions in such ways that they could be
used. As matters stand too much of the so-called tax 1lit-
srature and tax-reports is a monument to the industry of
the compilers rather than to an intelligent comprehension
of what the statistics are gathered for and what they re-
veal. |
This paper makes no claim to being an exhaustive study
of any phase of either farm texation or of farm relisf.
The Table of Contents indicates its scope. It does not
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purport to be a programme for legislative action but is
rather a discussion of a programme of thinking an explo-
ration of the field of study in order to determine the ﬁore
important problems of taxation and relief, to see what they
imply, how they are related to other proplems, what the dif-
ficulties are, and the general principles upon which the '
solutions are to be worked out. The writer lived upon a
farm for more than twenty-five years and so knows by direct
contact the farmer'’s general situation. The questions
discussed in this paper are, therefore, not merel; academ~
ic questions to him. His knowledge of agricultural econoh—
ies is not derived from books but from the farm itself.

He has tried to objectify the farm problems and has tried
to preserve the scientific attitude of one searching for
the truth rather than the attitude of one who has a thesis
to defend and so tries to collect facts to establish his

contention.
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Taxation: Its Persistent Interest

People do not 1ike to pay taxes; they never have and
unless human nature changes greatly, they never will.
Taxes have always bean a bone of contention between tax-
payers and tax-levying bodies. The history of England is
especially fuli of the struggles of the English people to
keep taxes dowmne. "Lower taxes" has been a popular slogan
from the time of Magna Carta to the present. No one knows
of a time when tax-payers were sasisfied that the taxes
were no higher than they should be and that the burden was
fairly distributed. In our own country candidates of all
parties, state and national, have regularly promised to
reduce public expenditures if they were elected, but nevew
theless public expenditures have steadily grown. Then, ‘
too, there is an odium attached to taxes dating back to
ancient times when taxes were extorted from a reluctant
people for the pleasures and follies of kings, when taxes
were farmed out to the highest bidder and the tax~farmers
mercilessly robbed the psesople for their own selfiéh ends.
This odium has become a part of the folk-lore of the na-
tions. The odium persists even though tﬁe tax-payers nbw
delegate the power of levying taxes to their oﬁn chosen
representatives. The people dislike to pay taxes no matter
whether high or low, and no matter who imposes them. This
distike is inherent in human nature and will endure, making

the subject of taxation one or perennial interest.
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Growing Feeling Against Taxation

When the Great War closed there soon arose a feeling
that the heavy burdens of federal taxation growing out of
the war should be lessened since there was no manifest dis-
position to pay off the war-debts as fast and as soon as ‘
possible, and there was a manifest disposition on the part
of wealth to escpae the payment of taxes by investment in
tax~-exempt securities, thus narrowing the base of taxation,
redﬁcing revenues, increasing interest rates, and throwing
an increasing burden of taxation upen homes, small indus-
tries and farms. It was thought that a reduction of taxa-
tion would drive less wealth to investment in tax-exempt ‘
securities, promote industrial revivals, and Iessen the
tendency to class feeling that arises when any class fesels
that it is bearing more than its fair share of the burden
of taxation while some other class is bearing less than it
should bear.

Coincident with the agitation for the reduction of
federal taxation vigorous protests were made by Farm Bu-
reaus against the high rates of taxation upon farm lands.
These protests have been strengthened and justified by
studies made by The Bureau of Agricultural Economics of the
Department of Agriculture, by reports and studies made by
The National Industrial Conference Board, and by The In-
stitute of Research in Land Economics and Public Utilities.
The farmers are seeking relief from the burdens of texation

because their taxes have increased while their income has
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decreased. In some ways their contentions for relief are
selfish and mistaken since they seem to feel that thir tax-
burdens can bhe lightened without a reform in the whols schéme
of taxation whereby other classes would profit as well as
they. But whether selfish and mistaken or not, the farmers'
contention is genuine and sincere and must be respected even

though it needs to be enlightened.

Present System of Taxation Is Outgrowm

There is a growing feeling that relief for the farmer
is a part of a much bigger problem than he realizes. The
plain fact is that we are laboring under a scheme of taxa-
tion that is the outgrowth of conditions that no longer ei—
ist. The present scheme is not adapted to the new 1ndustrial
and economic conditions that have arisen within the last few
years. There has never been an attempt made to devise a
scientific system of taxation that would accord with the
best canons of taxation and be the ripened fruit of sound
economic thinking and sagacious fiscal experimentation.
Consequently our methods of taxation represent the bungling
efforts of politicians and selfish business interests bent
upon fostering the interests of the dominant class rather than
the work of disinterested economists and statesmen. We are
now confronted by the problem of bringing about greater
justice in the burdens of taxation - a problem that is dif-
ficult of solution and one that will vex our peace and chaileng;

our best efforts for many years to comse.
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The Law of Increasing Taxation

The great French philosopher, Montesquieu, back in the
eighthenth century stated as a general principle that as
liberty increases governmental expenses increase. By liberty
he meant the democritization and socialization of govern-
ment. The more control the people have over government fhe
more they insist upon the extension of the functions of gov-
ernment into the fields of social service. The thing we cail
progress is expensive, and increasingly so. Our standards
of Iiving, both public and private, have accustomed us to
a scale of expenditure that we find difficult to reduce. 4s
a matter of fact progress means the multiplication of wants
and their satisfactions entail increased expenses.

The French Minister of Finance, Villele, in 1828 as he
was addressing the French Legislative Assembly regarding
the budget, as quoted by He. C. Adams in his Science of Fi-
nance, p. 84, sald: "Gentlemen, our budget has reached a ‘
billion francs. Contemplate these figures. You will never
see thedir 1like again". While he meant that never again would
they be as large, they have never again besn as small. This
increase in taxation has taken place in all countries where
waestern civilization prevails. So steady has the increase
been that it is evident that there is some underlying and
even compelling cause that elevates the fact of increasing
governmental expenses into the dignity of a law. With this
law tax reformers must deal and efforts to securs relief
from the burdens of taxation must be in the direction of

9



the readjustments of the tax burdens rather than in their
diminution. New sources of revenue must be found that are

now lnadequately taxed or not taxed at all. Since the amount
of taxation is not likely to be reduced relief must be sought
for in a distribution of the burden in the interests of justice,

and social well-being.

The Farmers' Complgints

The burdens of taxation do not fall equitably upon all
classes nor upon the individuals of the same class. The
fairest test of ability to pay taxes is income. The farm-
ers complain that while their taxes are increasing their ‘
incomes, owing to a lowered price for their crops, are de-
creasing not only absolutsely as measured in dollars but in.
purchasing power relatively to the incomes of other indus-
trial classes. For this complaint there is abundant justi;
fication. A recent study made by the National Industrial
Conference Board as quoted in the Christian Scisence Monitor
for March 8, 1926, indicates that for every dollar received
by peopls in other industries the farmer receives but fifty
cents. Theb economic status of the farmer, according to
this study, "has shown a progressively declining tendency
since 1900, excepting during the war years, when he had a
temporary respite". . . . For every dollar of national income
recelved by persons in other occupations, the farmer re-
ceived in 1850, 31 cents; in 1860, 38 cents; in 1870, 40
cents; in 1880, 31 cents; in 1890, 36 cents; in 1900, 46
cents; in 1910, 41 cents; in 1920, 39 cents. Indications
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are that his share has not increased greatly since".

From the same source we learn that while the farmer's
share of the national income has been small the costs of his
production have greatly increased so that his expenses have
increased faster than his income. His "overhead capital
costs including all taxes and interest costs of farming
which rose less than 60 per cent from 1880 to 1900, increased
100 per cent from 1900 to 1910, and nearly 600 per cent from
1910 to 1920, Farm labor costs in the twenty years in-
creased 90 per cent. Operating costs per unit of prodﬁc-
tion, covering all materials and products of other indus-
tries purchased by the farmer, practically unchanged from
13880 to 1890, rose 115 per cent from 1900 to 1920. Com-
bined costs per unit of product rose over 300 per cent‘in
these twenty years while the wholesale price of farm products
increased only 120 per cent.

The actual sarnings of the farmer as shown in this
study for 1924 are computed at $730. on the average as a-
gainst the average earnings of $1256. per wags earner in.
manufacturing industries in the same year, average earnings
of $1572. by transportation workers, $1678. by ministers,
$1295. by teachers, and $1415. as an average per worker in all
grouﬁs other than farmers. |

The food, fuel and housing supplied by the farm are
appraised at about $630. a year, which leaves the farmer
a cash income of about $100. out of the $730. earned by
his labor in 1924. An average return of about $400. is
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allowed on the capital invested, making a total cash in-
come per farmer of about $500. a year. Since the food énd
clothing of the average family during the year is estimated
to be about $475. a ye r, it is evident that the average
farm income is only slightly in excess of that required to
obtain the necessities of 1life.

The Economic Status of The Farmer.

It is evident that if these figures of the National
Conference Board are any where near reliable, the econom-
ic status of the farmer as an earner of income is more sé—
rious than his condition in regard to taxes since his tax?
- 88 by no means equal the difference between his income ‘
and the income of the other groups with which it has been
compared. The interest of the farmer in taxation, import-
ant as it is, is thus seen to be secondary to the larger ’
and inclusive problem of improving his economic status. The
wise ordering of the economic interests of society in such
ways as to secure for every industry its fair share of the
soclal income and to impose upon each industry its fair
share of the common social burden is a task that will re-
quire the highest intelligence of trained statesmen for a
long period of years. It is well to realize the magnitude
and difficulty of the task as well as its essential nature

lest we be disposed to intrust the solution to the aver-
age state legislature. Inefficiency in legislation is a
part of the price we pay for the thing we call liberty.
12
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WHAT ARE THE FACTS ABOUT TAXES ?

Before discussing this major interest of the farmer
it will be well to study the problem of taxation not only
as it affects the farmer but as itv affects other classes
as well for the farmer is not the only one who suffers
from the evils incident to taxation and so is not the only
ope who is Interested in the subject. In fact, the prob-
lem of the farmer's taxes is a part of a larger problem '
and can not be solved independently of the larger protlem
of which it is a part. The sooner and the more completely
that this is realized the better it will be for &1} con=-
cerned and the more likely we shall be to find a satisféc-
tory sclution.

Taxes have been growing heavier for a number of years
and there 1is no prospect of relief for a long time to come.
If we could see lighter taxation ahead, we might bear the
present burdens more cheerfully than we do. If the burdens
of taxation bore equitably upon all classes, we might bear
them more patiently than we do. But heavy as taxes are, e
are spending money faster than we are ralsing it by texes.
We are piling up great public debts which will have to be
paid some day, both principal and interest, in addition to
heavy texes for current expenses of government. The cur-
rent expenses of the present, even without the inevitable
increase, would ke & heavy burden without the added burden

of paying off the principal of the debts with the annual
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installments of interest. In the presence of agitation
for relief stands the disquieting fact that heavy taxsa-
tion is certain to te our lot for many years to cone. |
The increase of taxes and public indebtedness 1is a
wide-spread phenomenon and is not confined to any partic=-
ularlsection of country. The following statistiecs have ‘
been compiled from Press Releases of the Department of
Agriculture made since July, 1925, and from Public Debts
issued by the Department of Commérce in 1924. In g few
instances when the figures for a given year were not a=-
vailable the figures for the preceding year were used ‘
but this substitution in no way invalidates the signifi-
cance of the stetistics. They show the increase in taxés
and public debts both in dollars and in per cents. They
are sc¢ plain that he who runs may read, and he who reads

should ponder over what they reveal.

City Per capite tex Per capite debts
1924 1917 1924 1917
Berkeley $28.69 $16.73 852.29 $30.36
Superior, Wis. 32.18 18.49 55.43 27.08
Gary, Ind. 48.28 38.45 55.23 15.38
Port Wayne 28.49 10.56 84.55 15.05
Wichita, Kan. 31.79 14.81 57.48 26.0f
Grand Rapids 54.64 16.05 53.28 31.23
Fort Worth 21.27 12.40 84.55 58.94

Pueblo 24.55 10.93 73.82 54.73
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City Per capite tax Per capite debt

1924 1917 1924 1917
Denver $32.98 $18.82 $69.42 $ 1.66
Colorado Springs 40.64 15.39 109.09 67.10
Kalamazoo 3L.25 14.45 45.24 22.27
Indianapolis 37.90 15.50 77.70 23.42
Lima, Ohilo 20.84 8.56 120.67 52.99
Des Moines 39.7F 19.93 101.76 45.99
Danville, Ills. 19.68 14.23 34.28 11.08
Springfield, Mo. 28.24 15.55 l6.52 4.43
Syracuse 34.33 19.47 80.97 63.62
Lincoln 31.25 17.55 42.70 25.18
Portland, Me. 37.78 16.53 11$.10 113.61
State Per capita tax Per capita debt
1924 1918 1924 1918
Colorado $ 9.89 $ 5.33 $11.30 § 5.02
Utah 12.68 5.76 16.73 6.32
Wyoming 8.38 5.51 15.98 0.56
North Dakota 6.85 2.54 12.51 0.69
Missouri 3.16 1.40 12.51 2.01
South Dakota 5,76 3.06 22.25 0.00
Oregon 9.33 3.79 49.94 0.66

These statistics are fair samples of their class and
could be extended indefinitely if more statistics were
thought to be necessary to establish the fact that incregse

in taxation and public debts is not a local phenomenon.
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State

Colorado
State
County
Incorporated places
Other civil divisions

Wyoming
State
County
Incorporated places
Other civil divisions

Utah
State
County
Incorporated places
Other civil divisions

California
State
County
Incorpeorated places
Other civil divisions

Illinois
State
County
Incorporated places
Other civil divisions

Oregon
State
County
Incorporated places
Other civil divisions

North Carolina
State
County
Incorporated places
Other civil divisions

Iowa
State
County
Incorporated places
Other c¢ivil divisions

Debts
Per cent
Incresse

1912 - 1922

150.4
39.4

65.6

849.6

342 .3
3773
15F.2
191.7
1459.4

227 .3
586.7
.. 586.1
709.4

254.5
734.1
331.8
68.0
1775.8

161.0

.10 5107
147.8
49.7
1241.5

215.1
129,495.8
647 .0
36.7
966.7

432.0
330.8
850 .6
269.9
1,215.8

328.0
308.5
351.2
105 .4
1667.2

16

Debts
Per cent
Increese

1902 - 1912

79.7
-16.4
,—4.9
143.7
19¢.9

68.5
-59.3
"2’009
256.4

27.5

131.2
46.7
11.7

142.9

543.0

719.9
245.9
986.1
506.3

72.8

5.5
55.9
77.8
65 .o

287.8
-8609

9.2
360.1
887.6

123.8

19.3
194.0
208.8
244.0

103.1
619.3
123.7

81.7
249.3



State

Montana
Idaho
Colorado
Uteh
Arizona
New Mexico
Iowa
Oklahoma
Oregon
Illinecis
Californie
Texeas

Ohio
Michigan
Minnesota
Mississippi
Louisieana
Pennsylvania
Tennessee
Maine
Commecticut
New Jersey
Florida

Nevada

1922
7,579
7..763

12,019
9,819
2,740
4,954

151,614
129,977
138,094
364,019
520,254
356,342
669,443

361,778

269,608

111,499

126,946

550,439

133,337
42,457

100,954

382,172
98,269

98,269

Total debt, 000 omitted

1912

1,513
2,143
3,174
1,430
3,065
1,216
35,426
60,721
43.828
139,481
146,752
87,894
239,667
59,997
70,363
28,629
75,007
245,979
59,099
22,798
52,036
176,159
18,424

18,424

Per capita Debt

1922
12.80
16.81
12.33
20.97

7.59
13.44
62.23
61.75

170.69
54.56
148.81
73.71
112.25
94.09
109.99
62.27
69.18
61.28
56.27
54.90
70.33
116.40
95.96

95.96

1912

3.73

5.92

3.70

3.62
13.28

3.41
15.94
31.32
57 .90
23 .62
55.01
21.07
48.27
20.43
32 .26
15.25
42.97
30 .34
26.41
30.08
44.03
61 .89
22.72

22.72



Significance of the Foregoing Tables

The foregoing statistics constitute an imposing array
of facts that show beyond question the seriousness of the
tax and debt situation of the country. They cover territo-
ry from the Atlantic to the Pacific and from the Lakes to |
the Gulf. Statistics showing similar conditions can be
compiled for practically every state in the union. The
statistics show that taxes are heavy everywhere in the na-~
tion and, heavy as taxes are, public debts are increasing‘
rapidly. Some of the tables show the rate of increase of
taxes and debts in per cents, some show the per capita in-
crease, and some the amount of increese. They certainly ‘
provide food for serious thought. With debts piling up as
the tables show we can not escape the conclusion that till
these debts are paid we must continue to pay heavy texes
or find some way to lighten the burden by a fairer distri-

bution of taxes than now prevaills.

Causes of The Increase

Private families find that they can not provide food,
clothing and shelter for the same amount of money that they
did ten or fifteen years ago. A growing and progressive
state is like a growing family and expenses naturally and
inevitably iﬁcrease even for the same amount and class of
service. But the character and amount of public service
has materially changed in recent years. Now a public ser-
vice is considered a necessity which a few years ago ‘
would have been considéred an extravagance. People are no

18



longer contented in either private or public life with the
facilities and standards of living that satisfied them till
recently. They now demend elegance as well as conveniencse
in thedir public buildings. They insist upon better roads,
streets, sidewalks, parks, schools, and better protection
from fire and disease. These things can not be had without
money and taxes higher than ever before are the inevitable
result. Every improvement and every extension of gover-
mental service necessitates additional administrative mé—
chinery, some new Board, some new Commission, and added |
names to the pay-roll.

No ons wanté higher taxes yet all want the things that
make taxes higher. Now that the burden of taxes has be=
comé noticeable with excellent prospects of becoming hea@-
ier before it becomes lighter the tax-Payers are complainQ
ing. There is a growing feeling that.the wealthy classes‘
are not bearing their full and fair share of the burden
but are escaping the burden by shifting it to other shoul-
ders through investments in tax-exempt securities. There.is
alsc a feeling that the wealthy classes are not assessed
as large a per cent of the true value of that part of their
property that does get assessed as are the poorer classes.
Too much wealth escepes texation by concealment, under-
valuation or by legal exemption. This results in a high-
er tax-rate upon the property that is assessed and the
smgll land-owners in both city and country have to bear
their own proper burdens and in addition & rart of the

19



burden that should be borne by the wealthier classes.
Another cause of high taxes is the diminished pur-

chasing power of the dollar. BEven without any extension

of government service beyond those that have prevailed for

some time, even with some curtailing and rigid economies,

the sheer inability of the dollar to buy as much as it

did a few years ago would necessitate an increase in tex-

es. Important as this factor is as a cause of increase in

taxes, it is not the most potent one in causing the increase

for taxes and debts have increased faster than the deollear

has lost its power to buy.

Who Is Hit Hardest By The Increase?

If the burden of taxation had been equitably adjusted
before the increase began, and if the increase touched all
classes in the same ratio, the problem of taxation now
would be one of retrenchment; but the burdens were not
equitably laid and the increase in taxation has not been
a mere Iincrease of a fairly distributed burden. The ine-
qualities and inequities of taxation were bad enough be-‘
fore the increase began and the increase has served to .
make 8he inequalities and injustices greatsr. It is now
a matter of considerable importance to know what class of
peopls and what classes of property are bearing the most
of the increased burden.

According to Report Number 64 of the National Indus-

trail Conference Board, p. 35, the farmers in 1913 paid‘out
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10.6 per cent of their income in taxes as against the

rest of the country's 4,1 per cent; in 1919 the farmers
paid 8.3 per cent as against 13,2 per cent; in 1921 the
farmer pald 17.2 per cent as against 15.7 per cent; in
1922 the farmer paid 15.6 pver cent as against 11.9 per
cent. Since 1922 the farmer has been in an unfavorable
situation because his taxes require more dollars and owing
to the decline in the prices of his crops he gets fawer

of them with which to pay taxes.

A similar study was made in Wisconsin in 1923 by The
Institute for Research in Land Economics and Public Utili-
ties which also shows that the farmer in Wisconsin as rep;
rasentative of a class that pays taxes on the capital val-
ue of property pays a larger part of his income in taxes |
than any other class. The following table is taken fronm
an address by R. T. Ely on The Taxation of Farm Lands
p. 17, and shows that while the farmer pays out the larg-
pst.proportion of his income in taxes of any of the groups
with which he is compared, several of these groups are bear-

ing a heavy burden also.

Percentage of Net Incomes Absorbed by State and

Local Taxes in Wisconsin

Municipally owned utilities - - = = = = = = = = 6.03
Unincorporated Businesses - = - = = = = = = = = 7.1
State Banks and Trust Companies = = = = = = = = 12.5
Elsctric Railways = = = = = = = &0 w =« = = = =« - 156.9
Manufacturing Corporations = -~ = = = = = = = = 15,7
Average of Al Business Corporations = = - - = 17.2

Public Utilities Locally Assessed = ~. =.- = =. = 14.6
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Public Utilities Assessed by State Tax Com'n - -19.5

Average of All Public Utilities = = = = = = = - 18.5
Telephone Companigs = = = = = = = = = = = = =~ » 23.3
Steam Railways = = = .= = = = = = = = = = = = 29,2

FAIMS = = = = m.=.m.m == == = = - m === 30.6

It must be frankly admitted that the difficulties in
farm accounting are great and that the accuracy of thesse
figures can not be vouched for, yet they are probably suf-
ficiently accurate to show that the farmer is carrying a |
heavy tax burden at a time of agricultural depression.

But even if the substantial accuracy of these figures be
questioned, they are corroborated in a startling way by
studles carried on by the Bureau of Agricultural Econonics
based largely upon the Statistics of Revenue, Bureau of
the Census, 1922. These studies may be found in a Press
release of the Department of Agriculture, January 30, 1925.
They show that the income reperts to the Bureau of Inter-
nal Revenue by 9,092 corporations engaged in agriculturai
or kindred industries indicate that 86 per cent of the
profits of these agricultural corporations was paid out in
local, state and federal taxes. These taxes wers higher
than the taxes of other industries when measured in terms
of income. The local and stats taxes took 65 per cent of
the profits of the agricultural corporations}and thess
taxes were greater than the total taxes on the profits of
the other corporations. Mining and quarrying camse next
with a tax of 62 per cent; professional corporations, ho-
tels and theaters paid out 40 per cent; Transportation |

and Public Utilities paid out 37 per cent; construction
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companies paid out 35 per cent,; banks and insurance com-
panies paid out 32 per cent; wholesalers, retailers and'
Jobbers paid out 28 per cent,; manufacturers paid out 25
per cent; and of the 9,092 corporations studied, 7,747 were
agricultural corporations, and of these over 50 per cent
reported a deficit for the year. General proverty taxses
are considered by the Bureau to be responsible for these
deficits since they wers imposed 1in a time of econonic
readjustment and were based on the capital value of land
at a time when the income from the land was seriously di-
minished. The failure of the states to widen the base of
taxation when there was a need for increased revenue conm-
pellsd the holders of real estate to pay out an increasea
part of their incoms in taxes.

When an attempt is made to investigate the incomes
of individual farmers the absencse of any worth-while sys=-
team of farm accounting makes it almost impossible to se—i
cure reliable data upon which to base comparisonse. The‘
owners of rented farms are about the only farmers that can
tell, even approximately, the income from their farms.
Since the taxes on these farms must be paid out of their
income, 1t 1s evident that the per cent of these incomes
consumed by taxes is high when compared with the rates upon
reéular income taxes.

In a Preliminary Report on Taxation of Farm Real Es-
tate in Indiana, issued by the Bureau of Agricultural Ecb-

nomics in March, 1925, we find on p. 4, that in one count&
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in Indiana in 1922 the taxes consumed 39 per cent of the
net rent, in another county 43 per cent, in another60 per
cent. In a Preliminary Report on Rented Farms, 1919, re-
leased in March, 1925, p. 4, we also find that in a Michi-
gan county in 1919 the taxes consumed 38 per cent of thé

net rent before deducting taxes. In a county in Pennsyl-

vania the taxes consumed 67 per cent of the net rent before

deducting taxes.On p. 9 of the Preliminary Report on The

Taxation of Farm Real Estate in Indiana, mentioned above,
a similar study of a number of farms in Ohio from 1913 to
1922 shows that the per cent of net rent before deducting
taxes that was paid out in taxes rose from 24 per cent in
1913 to 41 per ecent in 1922.

If the farmer as a class is not hit the hardest by
the general increase in taxation, he is hit sufficiently
hard to make his plight worthy of serious thought, and the
data given seems to Jjustify his contention that as a class
he is paying taxes out of provortion to his tax-paying abil-
ity. In a subsequent place two causes will be pointed out
that explain his plight and will be discussed at sone
length. Suffice it to say in passing that the farmer's
ability to pay taxes is lessened by the lowered prices of
his crops, which reduces his income, and his taxes are made
too high by the inflated values of his land which are re-
flected in his assessed valuations for taxation. 1If the‘
values of his lands could be reduced to normal proportions,
his 'income would not be diminished but his taxes might be

reduced.
24



Iv
WHAT ARE THE REMEDIES, IF ANY ?
Retrenchment

Concerning the causes of increased taxation and
mounting public debt; there is 1ittle divergence of opin-
ion;but, when the practical man asks for remedies he is
confronted with a great variety of suggestions. In the
midst of this variety of possible solutions one fact
stands out with startling clearness - the fact that there
is no one way of obtaining relief from the staggering bur-
dens of debt and taxation except the one way that peopls ‘
are apparently unwilling to try, that of retrenchment in
expenses and a programme of economy till the vast debts
now piled up are paid off and the burden of interest is
eliminated. The Tax Commissioner of Texas in his report
fTor 1923 - 1924, p. 22, remarks that "Our tax problem will
be half sblved if, with greater prudence, we confine our
public expenditures to actual public needs". But people
are not willing to confine public expenditures to actual
public needs especially if the payment can be postponed
a few years by means of a bond issuse. So, 1if peopls
will not retrench, we might try

Budgeting.

If any relief from the present and prospective bur-
dens of taxation is to be experienced, the most likely
source after retrenchment is the establishmsnt of a sound
budgeting system by every tax-levying body from the Nation-
al Congress dewn to School Boérds. Accurate statistics
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and a business system of accounting would go far to form a
basis for such a budgeting system. Nowhere 1s such a sys-
tem needed than by the smaller governing bodies. The Tax.
Commissioner of Texas in his Report for the years 1923-1924,
p. 15, 16, advocetes such a system for Texas. The Tax‘Conr
missioner of North Dakotah 1in hisReport for 1923-1924, p.zé,
that the legislature of 1923 enacted a "law providing for

a county budget, and it is worthy of note that since its
enactment counties have shown a better record of tax re-
duction than have any other class of taxing districts aithogh
a limitation was placed upon the general fund levies by all
other classes of taxing districts™. The Joint Legislative
Cormittee on Taxation in Iowa in 1923 devotes p. 3337 of
its Report to a statement of the advantages of a budgeting
system as a means of economy in taxation. It calls atten-
tion, however, to the fact that to be really helpful it ié
necessary that a budgeting system be some thing more than

a mere name. While several of the states have some form of
state or local budgets of varicus degrees of efficiency,

the treuble 1s that they are administered half-heartedly

by budget boards too small end too short lived to accom-
plish much. It may develop some time that the people will
realize that the surest economy in public expenditures lies
in knowing where their money is going before it goes rather
than in knowing where it went after 1t has gone. A sound
budget system would stand impartielly between those who
would spend public revenue and those who rmust pay it.
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The Indiena Plan

Under the laws of Indiana the proper officiels of
s municipal corporation are required to publlsh a budget
on forms approved by the State Board of Accounts, show
ing the amount of money they propose to spend during the
ensuing year, the valuation of the property in the district
under their jurisdiction, and the rate of taxation they
propose to establish. A public hearing is then held on
the proposed budget and intersested taxpa&ers have a right
to be heard. The budget as finally adopted, i1f not satis-
factory to the taxpayers, mey, upon the petition of ten ‘
taxpayers be forwarded to the State Board of Tax Cormission-
ers for review. The State Board then arranges for & hear- ‘
ing in the county within which the municipal corporetion ‘
is located, and after such hearing the State Board has a
right to affirm or tc decrease the totel levy or any item
of it as 1t thinks best after the evidence and information
are obtained.

The results of this law are worthy of note. It has
saved thousands of dollars to the municipeal corporations
of the state, not by denying entirely the corpcrations
the needed improvements but by holding up the levies till
more advantageous contracts could be made. Thousands of
dollars were saved on single buildings by refusing to rat-
ify the budgets t3ll a contract could be procured for the‘
erection of the buildings at a price that the State Board

conslidered to be reasonabls.
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The taxpayers of Indiana have taken advantage of
this law more freely on questions of issuing bonds than
on the tax levies. The Annual Report of The Board of
Tax Commissioners of Indisna for the fiscal year ending
September 30, 1925, p. 4, says that from March 1921 to
October 10, 1925,.the State Board approved the issue of
$26,754,743. in.bonds by various tex-levying units and
disapﬁroved of the issue of $18,25l,461. by the same
ubits. It seems evident, therefore, that here is a device
that actually secures retrenchment and coulc be adopted

elsewhere to excellent advantage.

Indiena Plan Approved

The Board of State Tax Commissioners of Michigan
in its report for 1921-1%22, p. 33, says, is speaking of
the Indiena plan, that en impartial Board of Review under
such a plan "having in mind the needs of the comrmunity and
the interests of the taxpayers could accomplish wonderful
results. We believe this spgstem offers the greatest pos-
sibilities for actual benefit to the taxpayers of the statel

Governor George S. Silzer of New Jersey in his mes-
sage to his State Legislature, January 13, 1925, strongly
endorsed the Indiane plan and commended it to the favora-
ble consideration of the New Jersey Legislature. He said:

"With the increasing tax rate and the constant infla-

tion of municipal budgets and the issuing of large

amounts of bonds, it is our clear duty to provide

a method to check extravagance and to relieve the

taxpayer. I can not impress upon you toc strongly

this fact. If the Legislature in its wisdom can

find anything more efficaceous than the Indiana
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plan, I would be glad to have them do so, but ex-
perience has shown us that nothing has been as
practical in its effect as that plan. Its oper-
ation in Indiane has demonstrated its usefulness
and efficiency. First enacted into a law, it was
then repealed at the instance of those deoing the
spending, then re-enacted because of a great demand
from the taxpayers and since that time in active
operation. I urge strongly upon you the enactment
of a lew similar to the Indiasna plan in the inter-
est of the reducticn of texes". :
The smaller governing bodies are greatly in need of
a system akin to the Indiane plan. Local governments are
notoriously incompetent, inefficient, and, while usually
honest and well-meaning, are wasteful and extravagant. The
fiscal estimates of all such bodies should be subject to
review by a superior bogrd of assessments and should be
scrutinized bty such beards with due regard to revenue
needs and existing debt-lsvels. The right of appeal to
such boards should be regarded as one of the safeguards
of democracy. A system of careful budgeting would un-
doubtedly help materially in preventing extravagance and
waste by the mere fact that budgets would be subject to
review by a superior Assessing Board with the possibility
of reduction. The plan is akin to that of requiring a
bill to pass two houses of the legislature, whether nat-
ionel or state, before becoming a law. Hasty and poorly‘
consldered action by one body may be checked by the other.
Our system of governmental checks and balances needs to

be applied with intelligent resolution in the field of

taxation.
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We Might Eliminate War

Since more than eighty per cent of the huge sums
raised by Federal taxation are used to pay for past wars
and in preparation for future wars, the eliminstion of
war would free the Federal Government from the necessity
of levy such heavy taxes and many sources of Federal reve-
nue could be thereby left to the states to tax for their ‘
needs thus lightening the tax burdens of the people as a
whole and yielding greatly increased revenues for the
arts of peace. This 1s a consurmation devoutly to be
wished, but it probably lies, and will for a long time teo

come, lie in the realm of "irridescent dreams".

If Not Retrenchment, Then Readjustment

The burdens of taxaticn are very heavy, but heavy
as they are, the American people are capable of carrying,
and do carry, still heavier burdens without breaking un-
der the strain.Loud as are the complaints about the high
taxes, the complaintes about the inequalities and inequi-
ties of texation as between man and man, class &and class;
city and country, industry and industry, are more serious.
As long as the American people carry the direct and indi-
rect burdens of thelr automobile taxes, their huge liquof
and tobacco bills, and can spend such vast sums of money
on luxuries and amusements, pay their church, club and
lodge dues, make contributions to all manner of charita-
ble enterprises, they are not & poverty stricken people;
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Retrenchment is highly desirable, but if the burdens
of taxation were distributed with justice, the problem of
retrenchment would not be so serious. Too many people are
now pay heavier than their fair share of taxes while others
are either paying less than their fair share or ncne at all.
Desirable as retrenchment is, a readjustment of the burden
in the interest of justice is more desirable still. If
every citizen pald his fair share of the fiscal burdens,
revenues would be greatly increased and the burden upon
the present taxpayers would be lessened. Relief from the

burdens of taxation is to be sought through readjustments

of the burdens as well as through econonry and retrenchment.

New Sources of Revenue

In suggestion new sources of revenue as a means of
relief from the burdens of taxation it is to be distinctly
understood that the object is not to secure more monev to
be expended but the readjustment of the burden now borne
almost exclusively by real estate and tangible property.
If contributions can be secured from sources not now con-
tributing, then a smaller smount will be requiredfzggse
sources now paying more than their fair share of taxes.
The more shoulders the burden rests upon the smaller the
burden will be that rests upon the individual shoulder.
The owners of real estate have much to gain and little to
risk by any reforms that will widen the base of taxation.
Real estate is now largely over-taxed while a large body
of wealth and income escapes taiation altogether. Soms
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states have more than others of such possible scurces of
revenue depending upon the degree of their industrializa-
tion. In some states several of such sources might be
tapped for the first time; in other states where such sour-
ces ere being used to some extent, they might be extended |
if the yield of revenue from them has net reached the high-
est point consistent with the economic and industrial de- ‘
velepment of the state. Such possible sources of revenue
Ter many states are an income tax, an inheritance tax, con-
sumption or sales tax, tobacco and cigarette tax, luxury |
and amusement taxes, soft drink tax, severance taxes, poll
taxes, gasolene, motor and truck taxes, business, license
and franchise taxes, etc. Which of these possible sources
of revenue may be utilized in any particular siate will de-
pend upon the conditions prevailing in that state. In some
states severcl of these sources may be used for the first
time while in others where they are already employed they
may be extended. But to whatever extent they are used they
will afford relief to real estate. Of course some of such
diversified texation might be shifted so that it would rest
eventually upon real estate, nevertheless the proportion of
such taxes that would fall upon the farmer,small land holdey
or other holder of real estate, is certain to be less under
such a diversified form of taxation than it now is when so
large a part of taxes is derived from real estate from which

it is difficult to shift it.
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We have come to the time when in the interests of
justice to the small holders of real estate, the wage-
earning and salaried classes, direct taxes must be supple-
mented by indirect taxes. It 1s certainly not an impos- ‘
sible to devise & system of taxation in which direct and
indirect taxes find their proper places and in which the
service side of government may find ample fiscal support
in well-nigh universal contributions from the people
among whom the benefits of this service are diffused.

It is certain that at present the diffusions of services
and benefits is not accompanied by an equitable diffusion
of the burdens that make such services and benefits possi-
ble. In the interest of social justice as well as of so—‘
cial stability it is time to recognize that our entire A
fiscal system is out of gear with the times.

The plein fact is that very few people really under-
stand the subject of taxation. The industrial and econoﬁr
ic organization of the time is so complex, so baffling to
any adequate comprehension of it, the effects of taxation
so uncertaein, the magnitude of the task of overhauling
and reconstructing our schemes of taxation so appalling,
that we hesitate about setting ourselves to the task. Yet
we can not continue indefinitely to avoid sericus and in-
telligent efforts at tax reform simply because they are ‘
difficult. The demands of justice are insistent that an
effort be made. Retrenchment 1s not sufficient, necessary
as it is. Justice demends some thing more.
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Reforms in Assessments

After a careful determination of the amount of taxes
to be raised and the purposes to which they ars to be de-
veted, the next step is to determine each taxpayer's faif
share of the burden. This calls for a palnstzking estimate
of the value of each taxpayer's property and his tax-pay-
ing ability. Unless this can be done we shall never arrive
at essential justice between man and man, class and class.
At best our democratic administration of public affairs is
inefficient, but in fiscal matters it is well-nigh tragic.
The assessméent of property is inherently a difficult matter
and as society becomes more and more complex and we have
need of finer and more accurate instruments for such work,
we find that we must continue to use an instrument long
since outgrown and not adapted to the complex industrial
life of the times. The poorer the instrument, the greater
the need of an expert worknen to use it, We have not yet
reconciled efficlency and democracy, and perhaps: we nsver
shall. We call upon men to act in the capacity of assess-
crs when about the only qualification they have for :ihe
job is the ambition to try it. While assessors should be
men of affairs, well acquainted with property values and
building costs, conversant with the practices of business
men and good accountants, they seldom are. It is evident
therefore that here is a vital spot in all efforts at tax
reform.

Until we improve the quality of our assessors we can
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not hope for much improvement in assessing property for
taxation. But we must have more yet. We sadly need a
sclentific process of assessment that is based upon gen-
erally recognized principles that are a part of a system
of taxation that has been constructed in the light of pres-
ent day conditions. Even with better assessors, without
better methods of assessing to administer we shall still
fail to do what should be done.

If we are to profit by the experiences of other coun-
tries in their efforts at tax reforms, we can not with reé—
sonable hope of success in our own efforts avoid naking
chapges in our methods of administration. Advances in tax
reforms mﬁst be sought in such changes as well as in the
recognition of certain fundamental canons of taxation upon
which gll just taxation must rest. We have confined our
taxes too largely to property taxes and have tried to tax
2ll property alike regardless of its nature or income-
earning power. We have depended too much upon sales brices
in assessling real estate, and this practice for reasons
that will be discussed later bears heavily upon the farmer.

Property taxes, like all other taxes, must be paid
out of income, and so taxes are either heavy or light de-
pending upon whether the taxes consume much or little of‘
the income. The speculetor in purchasing a farm of course
considers its possible sales value, but the business man
ih purchasing a farm as an investment is chiefly concerned
with its earning capacity. It is also the practice of the
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business world to capitalize the income from a piece of
property in determining its value whether for sale or
investment. Consideration of the income-earning capacity
of property has been widely urged in recént years in de-
termining the value of property for taxation. A Speciai
Tax Cormission in Iowa and a Cotrmittee on Tax Investigation
in Oregone in 1923 recommended it. The Indiana Legislature
in 1921 gave assessors discretiohary powers o use income-
earning power of property in determining its true value.
Income is used in determining corporation taxes and the
same principle if applied to farm valuations for taxation
would help the farmer materially as will be subsequently
shown.

However, such a course would not, without the help
of further reforms in other directions, guarantee material
reductions in farm taxes. The main effect might merely
shift taxation to other forms of propverty. In sections
where there 1s little property of any other sort, thse lower
valuation of farm property might be balanced by an increase
in tax rates and the farmer would continue to pay the major
part of taxes as at present. The farmer would then have
no more relief than could be obtained by equalization of
taxes locally unless some state wide interests such as high-

ways and education could be financed by state wide taxes.

Advantages of A Tax on Capital Values
The taxation of the capital value of real sstate as
distinguished from net product or rental value has been
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the practice for so long and is so firmly intrenched in
tradition that 1t 1s tacitly assumed %to be the most sat=
isfactory method of taxing real estate. While this assﬁmp—
tion may be questioned we must recognize that it does have‘
some advantages.

In the first place the frequent transfers of real
astate make 1t comparatively easy to place a value upon it.
That is, easy by the rough and ready methods commonly used.
The determination of the value of a piece of property by
some écientific raethod would be far more difficult, espec-
ially by the average assessor. In the second place, if wé
attempﬁ‘to tax all property alike - and this is the funda-
mental principle of the gensral prbperty tax - it is easiér
to employ the capital valus of real estate asrwell as of
other forms of property as a basis of egualization. In
fact, this is about the only method that assessors and
boards of equalization can use. In the third place, the
method has an advantage over the net product or net rental
value because it applies to unimproved land and prevents
that form of property from escaping taxation while a tax
on net product would NOT apply to idle land. In both Ger—
many and England where rental value was long employed as’
the main basis of taxation it was found necessary to de-
vise special methods of taxing unemployed property whicﬁ
escaped taxation under the existing system of taxation on
rental valuss. A fourth advantage of the capital value
method of taxation is its certainty and regularity as a
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basis of revenue. This certainty and regularity, however,
wvhile a decided advantage from the point of view of the
local taxing Jurisdiction is one of the principal disad-
vantages fronm the farmer's peoint of view simply because

the tax does not vary with the fluctuations of farm in-
comes. This is a particularly serious disadvantage because
the net product of farms varies with the price of farm pro-
duce, weather conditions, and the presence or absence of
insect pests, animal and plant diseases, while the capital
value of his farm as fixed by the assessors does not change
for a term of years.

Daf% on the net returns from farms show great varia-
tions in the per cent of returns on investment not only
between individual farmers but with the same individual
in different years. Since taxes are consuming a large part
of the income of real estate in general and of farm lands
in particular, the inelasticity of the tax in conjunction
with the variations in net income is a serious handicap to
the farming industry. Only the strongest advocates of such
a tax will claim that it is fair and equitable except as
there is a direct relation between such a tax and the net
income from the proverty taxed. Bvidence will soon be pre-
sented to show that this is not always the case and very ‘

frequently is far from the truth.

Capital Values Inflated
One strong objection to to basing real estate values
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upon capital values is that capital values are often an-
ticipatory and speculative and that such taxation is taﬁa—
tion not only upon what the owner has but on what he ex-
pects to have. The mathematiclian would say that the éap—
ital value of land is the sum of the present worths of an ‘
indefinite number of future incomses. Present worth is sup®
posed to be calculated by employing a rate of discount tha£
closely approximates the return on other investments of
similar security and desirability. In practice this would
not be feasible since no one can foresee the future net
returns upon any particular piece of property.

The éﬁerage buyer judges the future by the present and
the immediate past. If the income from farm land is in-
creasing and has been increasing for some time, the value
of the land will be rated higher than it would be if it
were assumed that the income would continue unchanged. For
several ysears prior to 1920 the returns from lands and land
values had been increasing and the value of real estate,
especially farms, was much higher than the averuge income
at the time justified if capitalized at the average mart-
gage intersst rate. Land values were the sum of two ad-
dends, one due to the capitalization of the average intér-
est rate, and the other the anticipated increase in value.
If the owners of land were professional speculators in real
estate, there might be some justification for so specula-
tive a value in the valuation of real estate for taxatioh

purposes. But since more than sixty per cent of the farmers
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of the country own their farms or an equity in them, the
practice of using a speculative value as a part of the
value of the land for taxation is decidedly uneconomic and
adds materially to the tax burdens of the farmers.

In recent tax literature we find frequent references
to the fact that in Chester County in Pennsylvania, the
taxes consume 66 per cent of the net cash rent of rented
farms. From some data published in the National Real Es-
tate Journal for June 30, 1924, the writer computes the ‘
average value of these rented farms at $115.71 an acre
and the average cash fent from them at $1.33 an acre. This
rent capitaiized at eight per cent makes the the value of
an acre of this land to be $22.88 an acre. The $115.71,
which is its valuation minus the $22.88 is $92.84 which is
the speculative element in the value of this tand. That is,
the speculative value is 88 per cent of the total valua-
tion. The taxes are paid, not on the $22.88 which is the
income earning value of this land, but on some larger part
of the $11.71. If one of these farms consisted of one
hundred acres, its value at $115.71 an acre would be$ll,571.
This sum at eight per cent would earn an income of $925,68 &
instead of $183. which is the average rental for such a farm
in this county. As a plain business proposition such a farm
is worth $2288. instead of $11571. If the taxes were laid
upon the same per cent of the $2288. that they are of the
$11,571., the taxes would not consume 66 per cent of the
net rent.
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Dane County, Wisconsin, is also cited as a county
where taxes consume 29.6 per cent of the net cash rent.
From the same source we find the average value of the rented
farms to be $154 95 an acre, and the average cash rent to
be $3.98 an acre. Capltallzing this rent at eight per cent
the income-earning value of these farms is 349.75 an acre.
The $154 98 minus the $49. 75 is $105 20 which represents
the speculative element in an acre of this land, and this
speculative element is 70 per cent of the total valuation.
The farmers are paying taxes on this speculative element
as well as Qn the income-earning value of it. If the land
were valued\at its income-earning power and taxed according-
ly, the income would not be changed but the taxes would be
reduced unless the county consists wholly of ~farms and the
tax rate had to be stevped up to compensate for the lowered
valuation. In the same way it can be shown that the spec-
ulative element il the farm values in regions where the Bﬁ-
reau of Agricultural Economics has made studies is marked.‘
The speculative slement in the valuation of rented farms in
Tpton County, Indiana is fifty per cent; inStory County,
Iowa, it is sifxty-nine per cent; in Franklin County, Ohio,
it is sixty per cent; in Macoupin County, Illinois, it is
sixty-four per cent; in Moody County, South Dakotah, it is
seventy-one per cent; in Merced County, California, it is
rirty-five per cent; in Washington County, Oregong, it is

sixty per cent.
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Two Functions of Farms

The fact that farm prices are so much higher than those
justified by their productivity leads to the ingquiry why
this is so. Farms serve two purposes entirely distinct
from each other - one as a production plant and one as a
home. As a prodﬁction plant the farm is valuable like a
business investment for the inceome produced by it. Mathe-
matically the value of a farm is a functien of its income;
The amount of net income any given farm will produce is very
difficult to determine since the income is a function of
the management of the farm, the character of the farming,
and other vaf&able factors. But it is conceivable that a
system of farm accounting can be devised that is practicable
by which some normal and reliable amount of annual net in-
come may be computed and capitalized for taxation and othér
purposes. The determination of the net income of any farm
is difficult at best, but difficult as it is, it 1s still
easier than to determine the psychic income from the farm
as a home for many elsments enter into the home value of
farm that do not lend themselves to any system of account-
ing yet devised.

Some of these elements are the scenery, pleasant
neighbors, a hel%hful neighborhood, good schools, churches,
good roads, good water, nearness to markets, attractive
homes of good architecture and well kept grounds, and such
other inducements that add to the pleasure of living.

These have an intangible value and command a price.
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A part of this home value may be due to the fact that
the farmer is his own boss. There are periods when work
is slack and the farmer has considerable leisure. The
cost of living in rural communities is comparatively low
and the presence of telephones, rural frese delivery of mail,
the time and distance destroying power of the automobile,
with other conveniences once to be had only in towns, all
combine to give country life an attractivness it once did
not possess. But be the causes of this home value of farms
what they may, the fact repains that it adds to the appraisd
value of the farms upon which their ovmers have to pay tax-
es. .

Aside from the home value of the farm and its value
as a production plant there is frequently an anticipatory
unearned increment of value upon whch some day the owners
expect to realize. Many farmers retire from the active man-
agement of their farms or sell out and spend their remain-'
ing days living upon the principal of their investment and
its unearned increment. The same principle is involved in
holding vacany city lots for a rise in price. Since few of
these vacant lots bring their owners any income there is
no net income to capitalize to determine their value.

Their owners expect that some dqy the lots will sell for
enough more than they cost to pay for the interest on the
investment and on the taxes paid, and for enough more to
make a profit on the whole transaction. Those interested
in a further discussion of this topic will find material
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in the United Statses Department of Agriculture Department
Bulletin, Number 1224, p. 37,ff, in Bulletin Number 874
of the same source, and in the Kentucky Agricultural Ex-

periment Station Bulletin Number 240.

Scientific Scheme of Assessment Needed

A scientific scheme of assgssment means that the val-
uations of property of any and all sorts shall be based ‘
on certain fundamental principles applicable to all prop-
erty of the same class so that comparative values may be>
determined with a fair degree of accuracy. In some of the
larger cities where a carseful study of assessments has been
made score-cards for the assessor's use have been made.
These scoré—cards include such items as age and probable
1life of the building, materials of its construction, the
site value of the lot, the number and size of rooms, the
floor space, the conveniences embodied, the basement, the
lay of the land, neighborhood amenities, rental value, cost
of upkeep and depreciation, cost of replacement, style of
architecture, drift of population towvard or awav from the
site, stc. While such a score-card may seem to be compli-
cated its use would lead to a weighing of several elements
of house valuation that usually receive scant attention.
The valuation arrived at by such means would certainly be
more largely a matter of judgment and less of a guess than
the valuations arrived at by men who sit in an office or who
may drive past the house and fix the valuation without an
inspection.
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8core Cards PFor Farms

Assessors need to determine the relative weights to be
assigned to the various elements that enter into land
values, especially of farms. Appraisers of farm values
for investment companies that contemptate placing a loan
on a farm use various devices for estimating the value of
such farms and consider such items as the following:

1. Location of the farm

2. Accessibility and transportation

3. Character of the improvements

4. Rental value

5. Its adaptability for certain purposes

6. Neighborhood improvements

7. Population and neighborhood tendencies

8. Topographical conditions

9. Marketability and value as collatercl

10. Comparison with some cormunity standard

These separate items may be given equal or different
weights in reaching a conclusion, but as long as the same
weight is assigned in each valuation, the comparative val-
ues of the farms so appraised may be determined within
narrow 1limits of error. The same principle could be applied
in appraising farms for taxation and its use would certain-
1y prevent large discrepancies in comparative valuations
of property in the same neighborhood. It woudd take longer
to do it the first time than the usual assessment takes
but it would be worth the extra cost.
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Score Card For Farms
The American Central Life Insurance Company of
Indianapolis uses a score card in appralsing values for
loans on the better class of farms in Indiana, Illinois,
Iowa and Ohio, and considers the elements named, welght-
ing them as follows: |

I. Agricultural Productivity. ,
A. Natural fertility of soil, 125
determined by color, depth,
and crops growinge.

B. Area in crops 12%
1. How much not in crops could
put in and cost of doing so?
2. What can the non-tillable land
be used for?
3. Are fields irregularly shaped
.on account of draws?

C. Topography 6%
1. Should slope enough to drain
well, but not enough to wash.
2. Condition of terraces if terraced,

D. Drainage 6%
1. Porous soil; no hard pan.
2. Ditches; open, tile, outlst,
condition.
3. Overflow, headwater, backwater.
4. Levees and levee taxes.

E. Adaptability To Type of Farming. 4%
1. Is soil same as neighborhood? -
II. History and Condition 105
A. History.

. How many tenants during last
Tifteen years? ,
B. Condition 10%
1. Good state or run down?
2. Has farm besn a trading proposition?
5. Commercial fertilizer used? Why?
4., Is there & good orchard and garden?
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I1I. Improvements ;5%
A. House
¥. Size, foundation, frame, roof,
flues, cellar, conveniences,condition. |
B. Barn 570
1. Size, frame, foundation,roof, :
granary, hayfork, number of
stall, condition.
C. Other buildings 3%
1. Machine sheds, poultry and hog
houses, etc.
D. Fences 2%
1. Kind and condition of fences
and gates.

IV, Community Value

A. Neighbors 6%,
1. Progressive? Good farms and fargers. ,
B. Roads 8%

Kind and condition.
2. main highway or side roads.
C. Markets Py
1. Distance from farm to market. 5/
2. Size of the market town, industries,
banks, railroads, etc.

D. 8chook and Church 4
1. Distance from school.
2. Consolidated and high school.

E. Health of Neighborhood. 2%

Objections may be made to this score card on the
grounds that it is too elaborate and the assigned weights
are too arbitrary. No doubt a large amount of investiga-
tion by experts is needed in each community to determine

the weights to be assigned to the elements in that com-

- — e a a— a— —

in the appraisal of farm lands when the values of these
factors are determined for each section. In any search
for relief from the inequities of our tax burdens we
should not overlcck the possibilities for relief in any
scheme based on some fundamental principle of Justice.
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such a plan as that suggested by the use of score cerds
takes into account the home and the productive value of
farms. In the long run the selling price cof farms would
not differ greatly from the norms established by appraisals
under such a plan and the fairness of the appraisals for
taxation under the plan would without doubt be so much
graater than it 1s under present methods of arriving at
such valuations as to commend itself to all.
Tax Exemption

Side by side with the problem of securing a fair vai-
uation of such property as does get on the assessors®' lis§s
is the problem 6f getting on those lists at a fair valuation
a large amount of property that does not at present get 6n
those lists at all. Much property is deliberately conceal-
ed and kept off the lists. Much is undervalued when its
ability to bear taxes is considered ahd a surprisingly
large amount is exempt by law. The property of education-
al, religious, charitable and fraternal organizations is
exempt by legal sanction, and a mosest amount of each tax-
payer's personal property is also tax free. The United
States Constitution forbids the states to levy income
taxes upon the securities issed by the Federal Government
and prevents the Federal Government from levying income
taxes upon securities issued by the states. This condi-
ticn has caused much wealth to be invested in such tax—‘
exempt securities and thus escape its share of the fis-
cal burdens. Andrew W. Mellon, Secretary of The Treasﬁry
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in his book entitled "Taxation", The People'’s Business",
p. 201, gives the following statistics to show the growth

of tax-exempt securities in recent years:

1912 $4,000,000,000.
1914 4,789,000,000.
1916 5,623,000,000.
1918 7,707,000,000.
1920 9,804 ,000,000.
1922 11,321,000,000.
1924 12,521,000,000.

Mr. Mellon compiled the statistics in behalf of his
argument for the repeal of sur-taxes which, he claimed
were killing the goose that lays the golden egg. The
sur-texes consumed so much of the income that it was more
profitable to invest the wealth in tax free securities at
a low rate of interest than it was to receive the larger
income and pay the required taxes. They are cited here
to show that a growing amount of wealth is escaping taxes
and as & consequence the property not exempt must bear a
growing burden of taxes. Relief from such growing burdens
is hindered by by every doller invested in tax free secur-
ities. One remedy, therefore, for the present heavy taies
is to stop such investments. It is probable that thecsitu=-
ation nust become much worse than it is now before the pub—
lic will awake to the fact every dollar invested in tax
free scurities require scme other dollar not tax free teo
pay its own taxes and those of the tax free dollar besides.

49



Issuance of Tax-Exempt Securities Should Be Curbed

The right of municipalities to issue tax-exerpt se-
curities is a constant temptation to issue such securities
in larger amounts than are really necessary. It promotes
the public ownership of all sorts of public utilities which
thereby escape taxation. When any part of the wealth of the
country escapes taxation the remaining part has to bear an
increased burden. This fact cen not be too strongly
emphasized and its reiteration is justified. Secretary
Mellon in & letter to the Chairman of the Ways and Means
Cormittee of the House of Representatives as quoted irn
Report Number 30 .of the House on Tax-Exemption, January 11,
1924, urged the abeolition of the right to 1issue tax-axempt
securities on the grounds that such issues were deroga-
tory to the fiscal interests of the Federal Governmentl
President Harding in his Message to Congress in December,
1821, and President Coolidge in his Message in December, 1923,
urged the abolition of this right on the grounds that it
stimulated the growth of public debts, Xed to municipal
extravagance, and was adverse to the fiscal ingerests of
the Federal Government. So far, however, nothing has been
donetgbolish the right. Tax free bonds will continue to be
issued, public debts will increase, taxes will climb, and
apparently nothing will arouse people to the seriousness
of the situation till the inevitable day of reckoning ap-

proaches.
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Tax-Exemption Opposed by Tax Commissicns

The State Tax Commission of Arizona in its Report
for 1924, p. 33 says:

Ever since the Federal Government commenced collect-

ing an income tex from the people of the United

States there has been a disposition teo invest mon-

eved capital in tex-exempt securities. This has

caused the issuance of many millions of bonds in

Arizona that doubtless would not have been issued

had not the over-zealous bond-buyers importuned

the various Boards and Cormissions to issue bonds

for every conceivable purpose”.

The Maine Board of State Assessors in its Report for
1922, p. xx, says: We believe that laws exempting property
from taxation should be carefully revised. . . . We fesl
sure that the average tax-payer has 1little conception of
the tremendous amount of property escaping taxation under
existing laws™. The Board of State Tax Commissioners of
Michigan in itsv Report for 19231924, p. 16, says: "ONe
of the worst features that creep into our general tax sys-
tem is the growing tendency to exeript property from taxa-
tion". On p. 19 of the same Report it shews that
$516,643,360. of real estate in Michigan is exerpt from
taxation and of course there are tax free securities in
addition. The Commissioner of Corporations and Taxaticn
in Massachusetts in his Report for 1924, p. 13, says:
"The problem of exempted propserty is one of the very se-
rious questions facing not only this state but every state
in the union." The Commissioner estimates that the people

of Massachusetts bear an extra tax burden of ten dollears

per capita because of property exerpted from taxation.
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The Special Joint Committee on Taxation and Retrench-
ment in New York in its Report submitted March 1, 1922,

p. 62-71, discusses the disadvantages of of tax-exemption
in New York in a very thorough way and gives statistics

to show the amount of tax~exempt property in New York.

The State Tax Commissioner of Texas in his Report for 1925-
1926, justv off the press since January 1, 1927, p. 9-13,
shows‘the amount of the footings of Texas taxables to be
$3,600,000,000. and says he is convinced that the footings
should be $8,500,000,000.

The Committee on Tax Investigation in Oregon in its
Report for 1922, p. 138, recommends the prohibtition of the
issuance of tax-exempt securities in Oregon, The Joint
Legislative Committee on Taxation in Iowa in its Report for
1923, p. 44, recormends the early abatement of the inequit-
able form of reward found in tax-exermption. In a Report
Number 30, 68th Congress, House 6f Representatives, January
11, 1924, a special Committee on Tax-Exemption reported to
the Ways and Means Cormittee in favor of adopting an amend-
ment to the Constitution forbidding the issuance of tax-
exermpt securities and gave at length its reasons for suéh
recommendation.

In cormmenting oz the subject of tax-exsrption The
Committee on Texation and Retrenchment, New York Legisla-
tive Document Number 72, p. €8, says: "These tax-exempt
securities permit wide-spread evasion by individual yax-
payers of just tax burdens; they permit one govermmental
body to profit at the expense of another and at the sexpense
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of the interests of the community as a whole, and they put
private borrowers, upon whose prosperity the welfare of
the State in large measure depends, &t at &n unfalr advan—
tagee « « o« » The tax-exermpt securities, issued in the
quantities which are floated in this country, nﬁllify pro-
gressive income tax rates. If the principle of progressive
income tax rate is just, the lssuance of tax-exempt secur-
ities is unjust®. |
After some discussion of these prcpositicns the Com-
mittee is led to recormend that each governmental body péy
the current competitive rate of interest on its borrowings
end to tax interest under its income tax irrespective of its
source whether from Federal, state or private security, and
to permit each governmental body to lay its taxes as nearly
as possible according. to tax-paying ability which is one
of the fundamentel canons of taxation. Tax-exermpticn 1is
a special privilege extended to those that invest in public
securities. All citizens should be treated alike. Anv gov=-
ernmentel pructice that permits one man with an income of
several thousand dollars derived from tax exempt securities
that he perhaps inherited, to escape taxation entirelywhile
another man with the same income he has earned by his owm
efforts has to pay a heavy tax, heavier too because the
tax-exeript man did not pay his fair share of the burden

is unfair, unfust, and cries aloud for abatement.
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Classification of Property May Help

One fundamental principle that should be kept in
mind im determining the value of property for taxation
is that all sorts of property are not equally productive
of income from which taxes must be paid, and that equal
amounts of property do not, therefore, indicate equal
abilities to pay taxes. Accordingly is has been proposed
by many students of public finance to abandon the preva-
lent practice of lumping all property together and tax—~
ing it at a flat rate and to substitute for it the plan
of grading property into different classes according to
their varYing rates of productivity, and appralsing the
several classes at different per cents of their "full and
true value" and then applying different tax-rates to the
separate classes of valuations.

Successful and Just tax legislation must be based
upon a reasonable discrimination of difference between
the things with which it deals. Laws that ignore essential
and necessary distinctions between different classes of
property will prove to be ineffectual even if not perni-
cicus in their influence.We do not have uniform regule-
tions for the transfer of property, nor for the treatment
of crime , regardless of difference in conditions. And
if we did have uniform regulations for the treatment of
things so different, it would not any more unreasonable
than it is to tax all sorts of property at & unifornm
rate regardless of its nature and income-sarning power.
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A differential classification of property withdif-
ferentiel rates of taxation should be warmly welcomes és
a desirable step in the right direction because of its
promise of release from the antiquated and increasingly
unendurable general property tax. It has an ethical as
well as & fiscal side. The prime motive underlying such
a proposal is not so much the securing of a larger rev-
enue, though it is hoped that under wise administratioﬁ
such will be the result, as to spread the burden more
Justly to some forms of property that do not now bear
any tax at all, and to reach certain classes of people
who posséss considerable tax-paying ability but who now
escape paying any taxes whatsoever, If all wealth bore
its fair share of texation, the rate of taxaticn would be
so low that there would be much less inducement, and cer-
tainly no moral justification, for evasion of taxation
by owners of intangible property. The adveccates of the
differential classification of property are not blind to
its defects but contend that even with all its short-com—
ings it 1s superior to the existing general property tex.
They do not claim that it is any thing more than a step
toward some thing better, a step in the interest of jus-
tice till the public is educated to the taking of a still
lenger step toward what all students of fiscal problems
reagard as the ultimate basis of taxation - an income tax.

Several states have experimented with.differential
rates of taxation on differential classes of property.
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Among these states are Permmsylvania, Connecticut, Rhode
Island, Maryland, Minnesota, Iowa, Montana, and Kentucky.
The results in these states have not been all that the
friends of the experiment had hoped to achieve; but on
the whole the experiment has been considered satisfactory.
There is no movement discernible in any of them to aban-
don it. Undoubtedly the plan would have been more suc;
sessful if it had been incorporated into a Well-considefed
plan at the start instead of being added to a system as
an after thought. Much of the success of an experiment
like this one depends upon the administrative machinery
of its opération. Mugh depends, also, upon the willing-
ness of the people to give such an experiment a fair -
trial. The majority of people seem to think that efforts
at tax-reform are efferts to increase taxes instead of
efforts to equalize the burdens of taxation and to place
a part of the burden upon certain classes of property
that at present either pay too small a part of the bur-
den or none at all.

One of the purposes underlying the differential tax
rate, or a classification of property as it is usually
called, - is to coax out of hiding much of the intangible
property that has so long been driven toc cover bu the
confiscatory rates upon such property under the general
property tax. Many people would be willing to pay some
tex upon their intangible property if they thought the
rate of taxation were fair,
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A few statistics taken from the Report of The Minne-
sota Tax Commission for 1924, p. 39, will show the re- |
sults of Minnesota's experiment with the differential treat-
ment of intangibles when a change was made in 1910 from a ‘

general property tax rate of 28 mills to 3 mills on such

property.
Year Number of Assessed Rate in Revenue
Tax-payers Intangibles mills obtained.

1910 6,200 $ 13,919,806 28 $371,354.
1911 41,439 115,481,807. 3 346,445,
1912 50,564 133,369,314. 3 106,107,
1913 57,063 156,969,892 3 470,909.
1914 72,266 196,548,307, 3 589,644,
1915 73,063 212,134,901, 3 636,404,
1916 74,219 234,196,268 3 702,578.
1917 87,688 284,968,875 3 854,907,
1918 98,502 330,300,219 3 990,900.
1919 109,215 359,798,976 3 1,079,399,
1920 127,471 437,628,871 3 1,312,886.
1921 118,846, 424,816,226 3 1,274,449,
1922 109,081 400,638,948 3 1,202,066,
1923 115,496 417,030, 3 1,251,091.
1924 109,969 405,480,342 3 1,215,440,

A similar law went into effect in Kentucky in 1917
with very suggestive results as shown in the following
statistics compiled from the Report of the Kentucky
State Tax Commission for 1924. This whole report is sug-
gestive as it emphasizes the assessments of tangible and‘
intangible property with especial reference to the suc-
cess of the state in shifting taxation from real estate
to other forms of property where much of the tax burden
very properly belongs. For example, intangibles in Kentucky
in 1917 paid 7.45 per cent of the state revenue while in
1924 they paid 24.69 per cent of it.
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Year Bank deposits assessed O0ther intangibles

1917 $ 11,177,196, $ 68,750,880.
1918 179,143,180. 246,348,379.
1919 209,363,034, 364,095,157,
1920 360,919,320. 275,486,887,
1921 284,161,878. 321,148,823,
1922 270,121,440 309,704,155,
1923 272,201,630 . 330,516,419,
1924 317,319,996. 396,829,363,

It is evident from a study of this table that a dif-
ferential treatment of property in Kentuckycoaxed a largé
amount of intangible property out of cover to bear a share
of the fiscal burden of the state. BEvery dollar collected
in taxes upon intangibles that had hitherto escaped taxa-
tion diminished by a dollar the taxes that had to be raised
from other forms of property. It stands to reason, also,
similar laws wisely administered would produce similar
results in other states and the classified property tax
scheme should notb> be overlooked by those who are seek-
ing remedies for the excessively high taxes that real és-
tate has to bear.

As might be expected, however, opinions differ among
writers on fiscal problems as to the practical value of
the classified property tax. While admitting the validity
of the theory underlying such a tax many question its prac-
tical application. E.R.A.Seligman in his Essays on Taxa- ‘
tion, Chapter XX, emphasizes the defects and difficulties
of the tax, while C.J.Bullock in A Classified Property
Tax, Proceedings of The Third Conference of The National
Tax Association, p. 96, minimizes the defects and difficul-
tiesSee also the Proceedings of the Tenth Conference, p.36é.
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H.L.Lutz in his Classification of Property for Taxation,
passim, argues the advantages of the Tax. J. G. Brindley
in the Quarterly Journal of Economics, Volume XXX, p. 588
et seq., claims the real explanation of the failure of the
classified property tax, especially in lowa, is due to the
defective administration of the laws rather than to defects
in the theory upon which it is founded or in the laws them~
selves. While admitting that a classified property tax is.
for most states a desirable forward step, E,R.A.Seligman
says in his Essays on Taxation, Ninth Edition, p. 650,

that the energy spent in promoting a classified property
tax might better be spent in promoting a still better tax.
It seems that in his opinion the good is the enemy of the
better, and in the Essays p. 657, he advocatss the aboli=-
tion of the general property tax and the substitution fof
it of a personal income tax which he considers the ulti-

mate goal of tax reformers.

An Income Tax

In our search for remedies for the insequities of tax-
ation upon real estate in general and farm real estate in
particular it is well to consider the possibilities for
relief to be found in an income tax. The prime purposes
of an income tax are to reach a class of peopls and property
that are not bearing a fair share of the tax burdens and
to reduce thereby the burden upon real estate. Any re-
form that promises to help in accomplishing either or both
ofthese desirable results is worthy of consideration.
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The theory of the Income Tax is sound. One of the fun-
damental canons of taxation 1s that any man with taxable |
ability to pay taxes should contribute to the support oéf
the government under which he lives and from which he de-
rives protection. Property is no longer a satisfactory ev-
Jdence of ability to pay taxes since in modern times wealthis
derived in larger and larger degree from opportunity and all
manner of exertlon that are indepemdent of property, but
not independent of social relations.With the economic evo-
lution of socliety there has been a large increase in the ‘
number of people who derive their living from salaries and the
income from iIntangibles and thus escape paying a property
tax. With ﬁhe diffusion of the benefits of government to
all classes and a growing tax burden that property owners
do not and can not escape, it is becoming more and more
necessary to find some way to reach all who benefit by the
functions of government, and one way of reaching all bene-
ficiaries of government who are more or less exempt fron '
paying taxes is an income tax levied for the express pur-
pose of reaching these people and of lightening the bur-
den of the classes that have hitherto had to bear it.

The Eleventh Report of The Michigan Boards of Tax
Cormissioners and State Board of Assessors, 1920, p. 25,
et seq., says the professional and salaried classss aré
generally well educated and require more of socisty than
the average individual requires, and yet the general prop-
erty tax fails to reach this class of citizens and they ‘
contribute little to the support of government and social
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welfare. That income taxes do reach these classes and do
accomplish their purposes in considerable measure 1is the
opinion of The Joint Cormittee on Taxation and Retrench-
ment of the State of New York in its Report for 1915, p. 195

et seq.

Income Taxes Work Well in Some States
Moreover, the income tax works well in Wisconsin,

Massachusetts, New York and North Dakota. Tax Commissions
in other states in search of ways and means to spread the
burdens of taxation more equitably upon those who profit

by them, and seeking new sources of revenue to relieve bur-
dens upon real estate, and especially farms, are giving |
serious attention to this form of relief. In states where
this tax has been tried and pronounced more or less a fail-
ure the fallure is attributed by those in a position to o
know to defects in the laws and in their administration and

not to any unsoundness in the theory underlying such taxes.

Indorsed by Several Tax Commissions

The Oregon Committes on Tax Investigation, 1923, in
its Report devotes pages 75 - 85 to a discussion of the
nead of such a law for Oregon and urges the adoption of
such a measurs. The Bullstin, Number 234, issued by the
Kansas State Agricultural College, p. 43, is very favora-
ble to an income tax for Kansas. The Report of The Joint
Leglislative Committes to the Fortieth General Assembly of
Iowa, 1923, p. 46 etseq., advocates and recommends such
a tax for Iowa. The Report of a Special Tax Cormmission
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of the Eighty-third General Assembly of Ohio, 1919, p. 124,
urges such a tax for Ohie. The Report of The Nebraska
Special Joint Commission on Revenue and Taxation, 1921,p.
171, a Report of The Special Tax Commission of Gerogia, 1919,
p. 43, The Report of the Joint Special Committee on Reve-
nue and Texatien in South Carolina, 1921, p. 97, and the
Report of the Wisconsin Tax Commission, 1920, p. 52, are
all favorably disposed toward such a tax for theif respect-
ive states. The interest in the income tax as shown by |
these Commisslons 1s sufficient to warrant the conclusion
that state income taxes are worthy of serious considera-
tion by those concermed in fiscal reforms elsewhere. The
fact that so.many different bodies concerned with problems
of taxation and in search of remedies and means of relief
from the high taxes of their states should turn thekr at-
tention in the same direction is evidence of great possi-
bilities in such a tax.

No tax is perfect and the income tax has its defects
of course, but it works well in some states and in England,
germany, Italy, and New Zealand. It stands to reasons
that it is possible to profit by the study of the law
where 1t does work well and by the mistakes of the states
where it has been tried and has not worked so well and
frame laws adapted to the different conditions that pre-
vail in the different states. We must be willing to try}
promising measures for relief from the fiscal burdens that
vex us or endure the inequities of the present syvstem a
long time .
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The National Tax Association appointed a committes to
draft a model system of taxation adapted to state and local
conditions and in the Proceedings of the Association for
1919, p. 10-19, the Report of the Committee 1s strongly in
favor of a personal income tax as the best way to widen
the base of taxation in the interest of justice since un-
der a democratic form of government as few people as pos;
sible should be exemp§ from making some contribution, no‘
matter how small, to the support of the government under
which they live and whose benefits they share.

The difficulties inherent in the problem of a smoothly
running income tax law are numerous and knotty, but they
ought not to deter us from making an attempt to solve them.
If we are not sufficiently intelligent to devise a fair,
Just, adequate, sclentific system of taxation that will
squalize tax burdens in the interest of justice and public
welfare, wse dessrve to bsar indefinitely the injustices and
iniquities of the present system as best we can and obtain
such satisfaction as we may from grumbling and complaining
that our taxes are too high and those of the other fellow
are too low. At any rate, the next best step to take in
fiscal reform that promises to relieve the burdens upon
real es8ate lies undeniably in the direction of an income
tax.

The Income Tax Misunderstood

A proposal to establish an income tax in Colorado was
voted down by the people a few ysars ago, and a similar
proposal has recently been rejected by the voters in Oregon.
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In both cases there seems to have been an impression on the
part of the voters in both states that an income tax would
be merely an additional tax and that taxes would be increased
instead of diminished. The propaganda in behalf of the
reform did not make clear to the voters that evry dollar
raised by an income tax would diminish by a dollar the
taxes to be raised on property and that such a tax was de-
signed to reach a class of peoplse who had been escaping ‘
thelir fair share of fiscal burdens. An incoms tax is not
designed to secure more money to spend but to increase the
number of shoulders upon which the burden will rest. Those
who have been escaping their due share of taxes are of
course unwilling to assume them voluntarily and so vote
against them. The acceptance by every body of his full
civic responsibility is not to be expected. It is more pop~
ular now to propose heavier taxes for the rich than to pro-‘
pose taxes for those who are escaping taxes entirely and
yet are far more able to pay taxes than many now paving
them. As matters now stand, the burdens, injustices and
inequities of the tax system are sure to be come worse

than they now are, and it behooves us to make use of every
promising source of help in overcoming the troubles, and
help will not be had, can not be had, except by departure
from the accustomed methods of taxation by a trial of meth-
ods more in harmony W¥th the changed conditions of our eco-.
nomic and industrial 1life. The sooner this fact is real-‘
ized the better. |
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The General Property Tax

There is a growing feeling among Tax Commissions,
Governors of States, students of fiscal matters and writers
on taxation that the general property tax which forms the
backbone of our scheme of taxation has bseen outgrown by
changes in our economic and industrial life. When prop-
ertylwas homogeneous and consisted largely of such tangi-
ble things as land, farm implements, cattle and househeold
goods, the possaession of property was a fairer indication
of its ovmer's ability to pay taxes than it is now, and
it worked falrly well. But the Industrial Revolution
caused a change in America from a primitive, agricultur-
al to a highly complex industrial 1ife so that the fis-

cal machinery of the o0ld order is not suited to the needs

and conditions of the new order. The cooperative and col
lective social 1life of the times makes greater and great-k
er demands for revenue and justice requires that ths bur;
dens of taxation be equitably adjusted. Ample revenue '
collected with justice calls for supplementing the genser-
al property tax by other forms of taxation that are in
harmony with the facts of modern life.

There is no one fiscal policy suited to all sections
of a countryas vast as ours with its industrial and eco-
nomic conditions varying son widely, with highly d@eveloped

industrial conditions prevailing in one section and condi-
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tions not far removed from the primitive 1ife of the fron-
tier prevailing in others. Yet in spite of variety of coﬁ-
ditions there is an element of homogeneity to be found in ‘
all sections and because of this homogensity the general
property tax is the main reliance in all sections for rais-
ing revenue. Progress in taxation has not kep t pace |
with progress in the business world and so our fiscal ma-
chinery is out of gear with the times. The general prop-
erty tax no longer reaches all property, nor does it treét
fairly what it does reach. The greatest cause of dissat-
isfaction with this tax is its increasing difficulty of
administration so as to prevent a growing body of person-
alty from escaping its grasp. The general property tax |
attempts to tax all property at the same flat rate regard-
less of its nature and productivity while property is rap-
idly changing in nature and productivity. The escape of |
personalty from taxation even though it has high tax paying
ability is one of the scandals of the time. There are

so many intangible ferms of wealth that were unknown when
the general proverty tax was adopted in this country as

the main source of revenue that the failure of the tax to
mesat these new situations makes some reforms in its admin-
istration imperative. For example, the modern corporations
were unknown and efforts to secure a just tax return from
corporations by means of a flat rate gensral property tax
has failed and must continue to fail. It has failed so
badly that its persistence 1s a reproach to any peopls.
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There are several classic canons of taxation that a
system of taxation should meet, and among these canons
are those of equity, universality, ability to pay and the
impossibility of being shifted. The general property tax
fails to meet every one of the canons. The degree to which
this tax falls short of being what & tax system should be
is reflected in the opinions of fiscal authorities who
denounce it in no uncertain tones. The following criti-
cisms of this tax are glezned from many sources and are
cited to show the nature and the strength of the feeling
against 1t:

In the United States the general property tax is a
dismal failure. (E.R.A.Seligman, Essays on Taxation, Ninth
edition, p. 31.) A cruder instrumentality of taxation
has rarely been devised. ( Leroy-Beilieu, Science of PFi-
nance, p. 498.) A more unequal, unjust, and partiel system
could not be devised. ( First Annual New York Assessors'
Report, p. 12.) It is so flagrantly inequitable that its
retention 1s due to ignorance or Inertisa. (Seligman, op.cit,
p. 62.) The system is a farce, sham,humbug. ( New York
Assessors' Report, 1879, p. 23.) The Joint Legislative
Comnittee on Taxation, State of New York in its Report for
1914, p. 31, et seq., discusses the situation and says the
general property tax has had a fair trial in nearly every
state in the union and has every where proved & fallure.
The Report of the Vommission on Taxation in Massachusetts,
1908, p. 22-24,25,26-28, 3334, laments the failure of the
general proﬁerty.taxlto prevent the escape of intangible
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from taxation and quotes from a similar Commission of 1897
which says the general property tax is blind, uncertain,
unequal, haphazard, unsatisfactory and demoralizirg. The
Report of The Maryland Commission in 1888, p. 101, 103,

151, calls attention to the shortconings of the general
property tex in Maryland and says the system is so radicelly
wrong‘that the more it is improved the worse it becones.

A Virginie Tax Cormmission in its Report for 1911, p. 69-70,
admits the fallure in Virginie and uwrges the overhauling

of the tex system. A Report of a Kentucky Specicl Comr
nissiorn, 1912, p. 83~-84 in pointing out the results in

that state remarks with biting sarcasm that trhe State of
Kentucky derived more revenue from its dogs than from all
the bonds, monrneys and stocks in the state. In the Report

of The National Tax Association, Volume IV, p. 309, et seg.,
we find the report of a cormittee which seys:

Your Cormittee finds that the general property tax
system has broken dowvm.

That it is not more successful under strict admin-
istration than where the administration is lax.
That in the states where its administration has
been most stringent, the tendency of public opin-
icn and legislation is not toward more stringent.
“legisletion, but toward a moflification of the
systenm.

That the same tendency is evident in the states
where the legisletion has been more lax.

That the states that have modified or abandoned
the general property tax show no intention of
returning to it.

That in the states where the generel property

tax 1s required by a constitutional provision,
there is a growing demand for the repeal of such
provisions,

We conclude, therefore, that the failure of the
general property tax is due to Inherent defects

in its theory.

That even measurably fair and effective administra-
tive is unattainable; and that all atterpts to
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strengthen such administration serve simply to

to prolong the the inequalities and unjust op-

eration of the systenm.

It must be kept in mind that in &11 the telk about
the failure of the general property tax no one prorcses
to abolish it and to substitute other forms of taxation
in its plece. The main contentions are that the tax is
no lonéer a failr or just form cof texation and that it
needs to be modified and supplemented by cther forms of
taxation, especially by forms more in harmony with pres-
ent fiscal needs and economic fects. The failure of thé
general property tex to reach &ll forms of property and
to provide ample revenue without overburdeninrg the prop-
erty that it does reach leads to the inevitable comclu—‘
sion that we must have a more diversified system of tai-
cticn. A scientific system of assessment by trained as;
sessors acting under the civil service during good be- ‘
havior, a classification of property that isrétioral, the
development of income and cccupational taxes, and the
extension of taxation into the fields of luxuries and
consumption, etc., may furnish the necessary diversity,
provide ample revenue and equalize the tax burdens with
some degree of justice. It is really time to stop so
much investigating and reporting that does not lead tec
action and do something. Even faulty action is more
likely to produce desirable results than inaction. We
are satieted with investigations that lead to reports
that are filed and forgotten.
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THE EXPERIENCE OF CTHER COUXTRIES

Since tax reform is in the air it may not be amriss
to inquire what similar reforms have been tried in other
countries, what goals they have sought to reach, in what
spirit they have striven with this perennial problem.
England, Hollend and New Zealand have been experimenting
with their problems which in meny ways resemble ours,
even though they do not have g dual form of government
with constitutional restrictions tc hamper them. They
have tried to to adjust the burdens of texation fairly
and equitably among the different classes &nd to recon-
cile theif local and central jurisdicticns in levying ‘
taxes.. The one very noteworthy feature of their efforts
is their strides away from the general property tax. They
have recognized the facts of modern life with its changed
industrial and economic conditions and have tried to ad-
just their schemes of taxation to them. Graduated inhef—
itance and income taxes are prominent in their legisle-
tion and in the writings of their tax experts. They have
evidently made justice as well as revenue their aim.

These countries in facing their fiscal problems in-
cident to the development of industriclism and altered ‘
conditions of modern life were confronted by two major
problems; viz, that off securirg a juster distribution of
taxes over the different social classes than had prevailed,
and the adjustment of leccal to national taxation. They
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were ncot hampered, however, as the United States are

by a dual form of government with constitutionel re-
strictions upon the activities of the states. They had té
recognize the existence of classes that had had less thkan
justice at the hands of the ruling élass and who were be-
coning restive under their burdens. They found that mod¥
ern democracy demends democracy in taxation as well as iﬁ
government .

In England tax reforms took the direction of correct-
ing some of the inconsistencies of the o0ld order by the ‘
introduction and extensien of the principle of ability to
pay in inheritance and income taxes. This was shown by
the larger exemptions granted to people with the smaller
incomes.

In addition the reforms wrestled with the long nesded
adjustment of local end national taexes. This was necessa-
ry to quiet & growing dissatisfaction with the burdens of
local texation which began ir England scon after the Indus
trial Revelution. The first forms of local relief were
obtained by granting to the local governing bodies, as
subsidies or grants-in-aid, some revenues that has before
been the portion of thé imperial government. A similer re
lief might be had in this country if war were eliminated ‘
and some sources of revenue now the portion of the Federal
Government could be turned over to the States. Some excise
and license taxes together with some probate duties upon
inheritances were used to lighten the loc:1 tax burdens.
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The inheritance taxes in England have been revised from
time to time not so much for the purpose of increasing
the impericl revenue as to lighten the burdens of local
taxation.

While these reforms were being made in Englend similer
reforms were being attempted in other parts of the empire.
In New Zealand for a time, as in all primitive and indus-
trially young countries, the main dependence for revenue
was thh general property tax, but toward the close of the
last century this tax was superseded by a land tex, grad-
uated inheritance taxes, and progressive income taxes. ‘
The general property tax had failed in New Zealand as it
had falled elsewhere to keep personalty from escaping its
share of the cormon fiscal burdens. The plain intention
of the New Zealand law-makers was to mcke large wealth pay
a larger share of the faxes than 1t had paid and to sub-
ject to taxation classes of people and of property that~
had been exempt. In all its fiscal legislation New Zea-
land emphasized the ability to pay. \

Both England and New Zealand entered upon their re-
forms to quiet popular clamor. At about the same time, |
Holland began fiscal reforms, not to quiet popular clamor,
but as a result of & scientific study. This study led her
to realize that the older forms of taxaticn were no long-
er consistent with the facts of modern life. Her Minis—>
ter of Finance in 1892 began his campaign by proposing to
equelize the tax burdens carried by the poorer and the
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wealthier clesses and Jjustified hisn proposal on the ground
that the poorer classes paid too much taxes &nd the wealtk
ier classes paid too little and that whole classes escaped
taxation altogether. Tax reforms in Hollend did not fare
well because the reforms were bound up with the political
fortunes of her ministers of firance. The reforms are
notewvorthy not so much for what they actually accomplishegd
as for the purpose back of them and the recognition of

the fact that fiscal matters in Holland were no lcnger in
hermony with modern life. The fundamental feature of the
reforms that did result was a modified property tax with
complementary income taxes aiming to reach the taxable
ability of the individual. Partial &s the reforms were
they did accomplish something in the way of readjustments
of inequalities of taxation in the interest of fairness
and in securing a recognition of the principle of ability
to pay.

While Englend, New Zealand and Hollend were making
efforts at tax reform Prussia was also making efforts to
reconcile local and national taxation. This was, and still
is, the major problem in countries like Switzerland, Germany
and the United States which have three ever-lapping tax
Jurisdictions which need to be adjusted harmoniously.The
National Goveruments in all such states dominate. As
the greater part of our taxes ere locul we can not afford
to ignore any experiments and partial successes in solving
problems similar to the ones we have.
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Switzerland is the only other European country fron
which the United States is likely to obtain helpful sug-
gestions on the subject of taxation. Switzerland, like
the United States,has retained some form of the medleval
general property tax to the present time. Unlike the Uni-
ted States, however, she has attempted to supplement this‘
tax by other taxes in harmony with changed industrial
conditions. ©She has tried to apply the principle of abil~
ity to pay and has paid increesing attention toc product .
and income. Only three of the smaller and more primitive
of her cantons still retain the genersl property tax as
their main reliance for income and only one depends upon
the land tax.

Before turning to the newer forms of taxation Switz-
erland made earnest efforts to remedy the defects of the‘
assessment of general property. ©She tried self-assessment,
both under cath and without it, the publicity of assessments
and secrecy, gnd still failed to secure adequate and prop
er listing of property. ©She then develcped a scheme to
correct the abuses of failure to list property by a devicse
knowvn as the inventory. Upon the death of a tax-payer the
government takes charge of his property till a thorough
inventory is taken, and if it can be shown that fraud or
deception in the listing of his property took plece, puni-
tive taxes, reaching back at times for several years are
imposed upcen the sstate. While this device has rendered

good service in increasing tax receipts it is needless to

74



suppose that the device is very popular, and any suggest-
ion of introducing the device into the United States would
craate a decided sensation.

Switzerlend has definitely accepted the principle of
progressive taxation and has applied it to a1l her taxes,
income, inheritance and property, and the several cantons
have incorporated the principle inteo their constitutions,
some with limitations upon the amount of progression and
some without. The important thing to note in this con-
nection 1s that it has never been abandoned where it hés
once been tried.

Switzerland has slso made attempts to reach another
goal favored by tex-refcrmers in the separation of local
and national revenues. The income tax is national while
property taxes are local. The principle of progression
is applied to the national tax while the lccal taxes are
proportional. Property is classified and is assessed ac-
cording to its market,sals, insurance and par value, and
a distinction is made between funded and unfunded incomse.
It is evident that Switzerlard has taken several forward
steps in the matter of taxation and the American Commor-
wealths might profit by her experience and example.

It is evident that there is in all these countries
a growing tendency to rely more and more upon inheritance
and income taxes, an insistence upon the principle of
ability to pay, the abolition of privilege, and a grow-

ing consciocusness of the social aspects of taxation, and
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an attitude of considering taxatién &s & unit for the
entire country and not & matter of local and national
taxation separately. Attempts have been made to segre-
gate the sources of income but to collect the taxes by
the texing unit by which it is best collected and then
distributing the proceeds to the several units involved.
The Americen counterpart of this would be the collection
of some taxes by the state and then distributed tc the
counties, and the collection of other taxes by the coun-
ties and then sent to the stete. But there is another ‘
feature of the segregation of sources that merits atten-
tion. For example, a state might procure ample revenué
fror income and corporation texes &nd leave all other
sources of revenue to the counties and local taxing units
for their needs. This involves a state-wide tax for state
purpeses and local taxes for local purpéses. It has been
suggested in this connectiorn that the expenses of the ad-
ministration of all state offices and bureaus, all high—l
way taxes and all taxes for educational purposes should
be raised by a state-wide levy, while the sexpenses of

the counties and othér local units should be provided for
by Iocal taxation. At least, these are some of the sug-
gestions growing out of the experiences and practices 6f
those foreign countries that have the best developed fis-
cal systems, and they merit more attention than they havé

yet received.
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Summary and Conclusions

We have thus far discussed the facts about taxation
and possible sources of relief from the heavy burdens of
taxes of which farmers and land-owners generally have been
complaining. The facts are startling, the need for relief
is urgent, but the problems involved are not easy to solve.

When we consider pessible sources of relief two mat-
ters stand out clearly; we must either spend less money
for public purposes, or we must find some ways to increase
the public revenues without increasing unjustly the burdens
now borne by the tax-payers. It will require hercic self-
denial to forego the services of government to which we |
have become accustomed. But in spite of its desirability
the outloock for material relief by this method does not
seem promising. Even with consideratle retrenchment taxes
will continue to be heavy, for, in addition to heavy taxaes
for current expensés the vast public debts, both principal
and interest, must be paid off.

Since adsquate relief through retrenchment and wiser
spending of the public revenue does not now seem possitle,
the only other sources of relisf 1lie in the direction of
a thorough overhauling of our tax system. The main purpose
of the overhauling should be to devise plans to spread the
burdens of taxatiocn more widely and meore justly. We have
discussed such possible means of relief as the abandonment
of the general property tax as the main reliance for revenus,
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the classification of property in accordance with its income
earning power, the taxation of intangibles that now make
demands upon the services of government and yset make no con-
tributicn to its support, the imposition of an income tax ‘
with a view of reaching much tax-paying ability that now
éscapes taxation, the necessity for reforms in assessing
property, and some of the experiences of other countruss

in dealing with their fiscal problems. In thess suggested
reforms the farmers and small Yand owners have every thing
to gain, little to lose, or even to risk. Unless we abandon
some of our conservatism we are not likely to secure relief
in the only directicns it which it is to be found.

The United States has forty-eight stetes each with its
own psculler needs and condi;ions. A fiscal system adapted
to one state may not be adapted to another at all. High-
ly industrialized states differ greatly in fiscal problems
from agricultural states. The whele problem is a big one
and its solutien is a challenge to the most constructive
statesmanship of which we are capable.

Since each state must solve its own problems in its
own way, though it should not ignore the experience of
other stetes, one of the best ways would be to regitalize
the Tax Commissions by giving them ample facilities in a
trained force for both office and field work, place them
under the civil service during good behavier, have them
call upon the departments of economics of the colleges and
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universities for counsel and suggestions and direct them

to revise the revenue laws of the states 1in accordance with
the best canons of taxation and the industrizl and economic
conditions of the states. The best available talent should
be employed, going outside the state if necessary to secure
it. The aim should not be to patch up the old systems but
to construct a real revenue system with each part built
inte the wheole so that &ll parts will function harmonious-
ly in the interests of both revenue and justice. We are
profoundly convinced that tax reforms that aim at less than
a rebuilt revenue system will fail te secure justice for
the land-cwner in general and the farmers in particular.

If revitélized Tax Commissions duly constituted and amply
financed can not accomplish this task, we may as well admit
that democracy is not competent to deal with the problems

that it creates.
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PART I1

FARM RELIEF
Business Cycles

The agricultural prosperity during and after the
Great War was not normal and was due to be followed by
a period of depression. Business has a way of running
in cycles more or less regular, from prosperity through
speculation and over-trading, through periods of panic,
stagnation, liquidation, recovery, to prosperity again.
Agriculturs is sensitive to changes in business prosper-
ity and tends, therefore, to run through the gamut of ‘
changes that business does. The length of the cycles
as a whole-and the length of the stages vary in a close-
ly related way. Whatever affects business affects agri—»
culture. Perilods of prosperity and of depression seem
inevitable in business; they are not less so in agricul-
ture. Like the diseases incident to childhood they run |
their course, the patient recovers and is seldom the worse
for the attack however uncomfortable he may be while the
attack lasts. But the present agricultural depression,
fallowing as it did, a period of unusual prosperity, seaems
by contrast to be period of unusual depression. If it had
not come on so suddenly and lasted so long, it might not
have caused the unrsst that has led the American farmer
to turn to legislation in his behalf as the quickest and

surest way out of the period of depression.
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The Present Depression Rapid, World-wide, Inopportune

Rarely, if ever, has a trade cycle fun the course from
prosperity to depression more quickly than since the close
of the Great War. Successive phases of the cycle appeared
in almost identical times in different parts of the world.
China, Japan, India, Java, Australia, Canada, Great Brit-
ain and the United“States all underwent almost identical
gxperiences. The turn in the tide of prosperity reached
the United States in 1920 about the time the farmers were
marketing their crops. A falling export demand with a
previous decline in the prices of live-stock and live-
stock products, coupled with an abundanf supply, resulted
in a more rapid decline in agricultural prices than took
place in the prices of other cormodities. Consequently
the American farmer had a greatly diminished income due
to his diminished crop-purchasing power. This lowered ece-
nomic status wgs, not 6n1y absolute but also relative to ‘
that of other classes, has led to insistent demands on his
part for relief through artificial 1legislative interfer-
ences with the economic laws of supply and demand. Suppl§
has not fallen off as much as demand has and now the farmer
would like to have demand stimulated without any lowering
ofprices due to curtailed production.

The Problem of The Surpluses

It 1s inevitable at times that the farmers of the
couniry should produce more than is needed for domestic
consumption even when consumption is stimulated by lower
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prices. Agriculture at best is a gamble with weather,
insect pests, plant and animal diseases, and the bounty
of nature. When a combination of favorable conditions
conspire to favor the farmer agricultural production
will outrun marketing needs. This surplus produces ef-
fects out of proportion to its size. The Congressional
Joint Committese on Agricultural Conditions, Report Number
408, 67th Congress, lst Session, p. 15, says that a defic-
iency of one-tenth in production of any stapls will in-
creass ité pfice three-tsnths, and that a deficiency of
two-tenths will increaée its price eight-tenths. Ths
samé law applises to surpluses. Any production of a stapls
above domestic needs, unless it can be exported, will tend
to depress prices in the same ratio. President Harding
in his address before the Agricultural Conference in Wash-
ington in 1922 as quoted in Document Number 195, 67th
Congress, 2d Session, p. 11, says:

"It is rather shocking to be told, and to have

the statement supported, that 9,000,000 balss of

cotton raised on American plantations in a given

year, will actually be worth more to the produc-

ers than 13,000,000 bales would have besn. Equal-~

1y shocking is the statement that 700,000,000

bushels of wheat, raised by American farmers,

would bring them more money than a billion bushels.”

Since surpluses and deficisencies of the staple crops
produce fluctuations in market prices out of proportion
to the size of the surplus or deficiency, it is evident
that the consumer as well as the producer is interested
in preventing these fluctuations if it is possible to do

SO e
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How to prevent either a surplus or a deficiency
in the present state of hap-hazard, unorganized pro-
duction, and so stabilize prices, is a mystery. A fe—
duced acreage with unfavorable weather conditions might
result in a dearth bordering on famine. If surpluses
followed deficiencies in any orderly way, a plan of
carry-over from years of surplus to years of deficlency
might help to solve the problem. But lean years are not
common in American agriculture. Since we are more like-
1y to have surpluses than to have deficisncies, the prob-
lem of disposing of the surpluses becomes increasingly

urgent.

The Export Corporation

Since surpluses are actually on hand it is natural
that the first thought should be how to dispose of the
surplus rather than how to prevent it, even if prevent-
ing it were wise. The excess of production above the .
domestic needs and export demand has led the farmers of
the Middle West to urge the formation of an export cor-
poration to take care of it. By this means it is pro--
posed to sell the surplus crops abroad for what they Will
bring and the deficits incurred in the marketing are to
be taken care of by taxation or by an equalization fee
assessed against the producer. The rest of the crop is
to be so0ld in the domestic market with a tariff wall

around it sufficiently high to keep out competing imports

82



till the prices rise high enough to insure the farmer a
fair and reasonable price for his crops. The underlying
implication of the plan is that the farmer may grow any
amount of any crop regardless of the country's power to
absorb it and that it is the business of the government
to dispose of any surplus. Who is to determine what a-
mount of a crop constitutes a legitimate carry-over, Jﬁst
where the surplus may be said to begin, who is‘to deter-
mine the fair and reasongble price , has not been settléd.
Domestic consumers are as much interested in these ques=-
tions as the producers are. ‘
One of the arguments in behalf of the formation of
an export corporation to handlis the surpluses 1is that
owing to the fluctuations in the volumes of crops it is
necessary for farmers produce an excess in order to in-
sure having enough, and the public ought to be williné
to pay for this excess for its own protection. The farm-
er is under no obligation to engage in unprofitable en- ‘
terprises merely to protect the public. All doubts about
regarding the matter should be resolved in his own favor.
The one essential condition of successful price-
fixing, price-regulation or price maintenance, is ability
to control prbduction, and in the case of agricultural
products this is manifestly impossibls. S0 the case for
controlling or stabilizing the prices of farm products by
means of an export corporation 1s weak at its best, but is

strongest in the case of wheat for the demand for wheat is
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redatively inelastic. That is, within reasonabls limits
consumers will pay higher prices for wheat without reduc-
ing the consumption of it. Within reasonable limiss alsb,
foreign markets will absorb more wheat without a marked
reduction in its price. Price-fixing of wheat by the ex-
port corporation methods would‘mean in practice the guar;
antee of a minimum price. Unless the losses incident to‘
the sale of wheat in the foreign markets are taken care
of by an equalization fee upon the domestic sales of the
producer, it is very likely that without seome other form
of repressive measures the acreage given to the raising
of wheat would sharply increase with consequent larger
surpluses for export sales.

Regulating the price of corn presents a different
problem. The export market for corn is so small as com-
pared with the domestic markset for it or for wheat thaﬁ
if sufficiently large quatities of corn were bought up
to raise the domestic price to a satisfactory peint, sur-
Pluses unsalable abroad would be piled up and their dis—.
posal would present a serious problem. At the same timé
the higher price of corn would result in a higher price
of meat with consequent effects upon the cost of living
and wages.

Price control of cotton would be so much more diffi-
cult that price control of wheat, meat or corn, that it ﬁa
bean recognized as being practically impossible and many
proponents of the export corporation idea suggest that
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cotton be not included in the export corporation's field
of activities, and that cotton growers be recompensed by
some form of bonus.

It must be kept in mind that agricultural products
are the raw materials of many American manufacturers. The
plan of the export corporation would thus increase the
price the manufacturers would have to pay for their raw
materials while their foreign compstitors wculd be getting
theirs on a bargain counter. Foreign labor would also be
getting food cheaper than American labor. This situatien
would scoon call for either a higher teriff on imported
goods or some rebate to American manufacturers of the
price differentiesl paid by them on goocds made for export.
It is apparent that an export corporaticn might not do
what its advocates think it will do, and that it may do
a Yot of things that its advocates have not thought out
carefully.

Sir Josiah Stamp, a noted English economist and a
member of the Commission that formulated the Dawes Plan
of Reparations, in a letter to Vice President Dawes re-
plied to some questicns concerning the scheme of agri-k
cultural relief embodied in the Haugen Bill. Like other
econonists Sir Josiah is dubious about the success of
the scheme. He said , however, that under certain con-
ditions that the scheme is"economically feasible and not

fallacious". Leaving out of account the restrictiecns with

85



which he safeguarded his statements the friends of the
relief scheme have taken the words "economically feasible
and not fallacious" as an endorsement of the plan. What
he said was that 4if enough home productien cculd be ex-
perted to produce a scarcity, end if the tariff could bé
kept high enough to exclude imports, the domestic price
could be raised to the foreign price plus the tariff and
transportation charges. This is, of course, self-evident.
But he went on to say:

"It seems to be assumed that the objsct of the scheme
can be achieved without any increase in the volume
of the exports. - - - It seems extremely unlikely
that the farmer will be able to secure a larger do-
mestic price for the domestic consumption if the
volume of supply is left entirely untouched. The
price is almost entirely determined by the flew of
demand and supply. Should the supply be left en-
tirely unaffected in each particular season, how
can one expect to secure & higher price? The prob-
lem can not be discussed on this basis. To get a -
higher price supply must be restricted; a larger
quantity than would othervwise be the case must
be exported by the Export Corporation®.

That is to say, & scarcity must be created and any
increase in productien due to placing a cormodity on
a profitable basis would have to be exported. Moreover,
he warns that the effects of the plan would not be con-
fined to the ends the scheme has in view. Ke says:

If the price of wheat is to go up considerably.

in the United States, then there sesems to be a
very fair possibility that it will have reactions
on the whole economic condition of the country.
The cost of living may be considerably enhanced
and may lead to a wide circle of demands for
increased wages. If this should be so0,211 costs
of production will ultimately tend to rise slight-
1y and thers would follow, probably after many
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struggles or at least protracted negotiations,

a new division of the product of industry, Such

a movement would set up many new political forces
and it is very difficult for an observer on this
side even to begin to formuleate the ultimate
outcome”.

It is evident enough that Sir Josiah thinks it prob-
able, to say the least, that an increase in prices of ag-
ricultural prices would start a general inflationary move-
ment and that farm prices would not be the only ones to
rise, and that the farmers even though alded by a cum
bersome governmmental sgency would net be an equal match
for labor organizations in a competitive struggle of
this kind.

He also gives a further warning as to possible out-
comes of the activities of the Export Corporatien, es-
pecially the possibility of retaliation on account of
the dumping of farm products abroad at prices lower than
those considered "fair and reasonable"™ at home. He says:

"It is possible,also, that the scheme might

have Iinternational reactions. There is always

a consliderable amount of feeling on the question

of dumping and it might be alleged that, in ef-

fect, the scheme constitutes the dumping of

wheat on & very large scele. This aspect of

the matter, again, 1s very difficult to discuss,

but it may be desirable just to bear it in mind.

(For instance, Mr. Hoover‘®s recent denunciation

of restriction schemes for rubber and coffee.)"

Sir Josiah has thus reminded us that we should nat
do the things we criticise other for doing, and we may
be reminded again the the United States has had an anti-

dumping section in its Tariff Laws for many years and
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has used it several times. The assumption that we may
dump our surpluses on foreign markets as we please may
be fallacious.

I1¥usions Regarding Markets

The farmers of the Middle West seem to believe that
there is somewhere in fereign countries an unlimited mar-
ketat high prices for our products. But Europe is recov;
ering her food producing power and we shall certainly nof
be able to compete ON OUR OWN TERMS with Australia, Canada
and the Argentine, or other regions yet to be opened up.
Any relief that an export corporation might give would be
palliative and not curative of the surplus evil, and un-
less it were wisely managed it might cause evils sas greét
as thosé it is designed to cure. As Sir Josiah Stamp
intimated it is thinkable and therefore possible that as
soon as it 1is established that the Govermment is to take
care of the farmer'’s surplus products for him, the manu-
facturing and laboring classes will demand that a similér
service be rendered them.

When the Export Corporation looks abroad for a mar-
ket for its goods there must be some attention paid to
the customer's ability to pay and the manner of the pay-
ment. The farmer's products can be paid for in gold, .
goods or services. The necessary gold is difficult for
Europe, especially, to get. The goods we exclude by a

tariff wall, and the services that Europe can render us
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are inadequate to carry on any considerable volume of
trade, and besides the gold, goods and services are needed
to pay for a lot of goods that are not agricultural prod-
ucts. Then, too, we must consider where Europe can buy |
her food-stuffs to best advantage and we need not be too
sure that we are to be the preferred creditor. Europe
will trade where she can trade to the best advantage to
herself, and this means where she can for goods with goods,
and where the rates of exchange are most favorable to her,
and where she can secure the best terms of credit. It
must not be assumed that the United States meets these re-
quirements most fully and satisfactorily. |
Between 1880 and 1900 Northwesterm Europe underwent
a process of industrialization that made her a great mar-
ket for the foed-stuffs of the United States. But as in—‘
dustrialization brogressed this region very naturally
sought markets for her wares where she could trade them
for food products. Germany, for example, developed the
Russian and Danubian marksts for her wares and took agri-
cultural products in exchange. In the same way she devei—
oped markets in South America. As the prices of American‘
food-stuffs rose Northwestern Europe began to develop her
own agriculture. The Great War interrupted this decline
of imports from the United States and for a few years
greatly stimulated American praoduction. The supplies of

food from the usual sources were cut off by the difficul-

89.



ties of transportation and greater dependencs was made
upon the United States partly because of the nearness of
the United States and partly because she was making loans
to the Allies for the purchase of foods and munitions. As
Europe recovers from the effects of the War she will devel-
op her ovm agriculture as she was doing when the War began.
So, to build too high hopes on an expected recovery of a
European market for American agricultural products is very
likely to lead to disappointment. Till we evaluate the
relations of European markeits to American agricultural
prosperity we shall not meke satisfactory progress toward
the solution of our problems. Whether we plan emergency
relisef measures or long-time programmes we must consider
prospective Buropean market conditions. It is a recogni-
tion of this fact that leads E. G. Nourse in his book on
"American Agriculture and The European Market", p. 236,
to say:

"As BEurope in the position of a heavy creditor of

the United States was declining in importance as

a market for our agricultural produce at pre-war

levels of price, a less prosperous-not to say

cripipled- Europe, shorn of her credits here and

our debtor on a tremendous scale, can not be expect-

ed to be a good market at present and prospectively.

higher levels of price. Hence agricultural sxports

may be expected to drop still further in 1924 and

thereafter. For American agriculture to plan her

future building on the foundation of an expected

revival and growth of the Buropean market would,
therefore, mean building on quicksand".
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Aside from the objection to the export corporation
that it is quite 1likely to fail to do what its proponents
think it will, especially as the idea is embodied in the
Haugen Bill, there are other objections some of which are
made to the details of the organization and some made to
the constitutionality of various features of it. The
equalization fese would be difficult to collect and would
require a very cumbersome machinery for its collection
and its constitutionality is open to serious question. The
method of selecting the members of the Federal Farm Beard
appears to 1imit the President's appointing power in an
unconstitutional way and is likely to bring the Bill
upon the rocks of a presidential veto if this bill or one
like it is presented to him for his signature. Economists
almost without exception condemn the measure as being eco-
nomically unsound because it offers inducements for the |
production of crops in excess of the want for them.

If any of the farm relief measures embodying the
export corporation become law the United States would be
required to enter the largest commodity speculation known
in history with excellent prospects of incurring heavy
losses. The effect wupon the cooperative marketing move-
ment is problematicual. Its interference with private bus;
iness by interfering with marketing channels would likel§
be serious, and reliance upon it would divert the attention
of the farmers from more effective means of relief.
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The Scope of Marketing

The Export Corporation is concerned with the mar-
keting of the farmer's surplus crops with a view to
increasing his income and thereby increasing his pros-
perity or economic status. But the farmer's economic‘
status may be improved by diminishing his costs of
production, improving his management, increasing his
effciency in marketing so that he may get a larger por-
tion of the consumer's dollar. In the last enalysis in;
creasing his efficiency in marketing means that it is ‘
be done at the expense of the middle men.

No discussion of marketing can proceed very far be-
fore raising the question as to whether 1t shall be takén
to include all the steps betwveen the producer and the
ultimate consumer or whether it shall be considered as
the first step in thls process by which goods pass from
the producer to the first buyer. In one case the proc-
ess is exceedingly complicated; in the other it is very‘
simple.

With the growth of big cities, the increasing di-
visioens of occupations and the growth of merchandiziné
. & large number of people began to meke their living
by acting as middlemen between the producers of sll kinds
ofn commodities, including farm produce, and the ulti-
mate consumers. With improved stendards of living peo-
rle have come to accept the services of middlemen as a\

matter of course, and even to demand them. Consumers
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must have their goods at convenient times, in conven-
ient quantities, available at & moment's notice, and,
in meny cases, on credit. Much food is perishable and
requires expensive facilities for storage. This ser-
vice the farmer is not in position to render and so
it has been taken over by middle men.

The farmers are more and more becoming concerned
with production and not with the services necessary to
get their products to the consumers. The assembling in
lots for shipment teo terminal markets, grading, stand-
ardizing and the like are left to middle men. When iﬁ—
dividual shipments are made, too often a considerable.
part of the shipment may spoil in whole or in part be-
fore 1t reaches a consumer and thus cause loss for traﬁs—
portation as well as of the goods spoiled. If the pro-
ducer is the shipper he runs many risks that he avoidsA
if he sells his produce outright to a middle man and
lets him run the risks.

The terminal facilities are often inadequate to han-
dle heavy shipments during the rush seasons for perisha—»
ble goods. The places where unloading takes place are |
often inconveniently located, scattered and altogeth-
er unsuited for the purpose. Goods inr cold stoarage‘
during transit soon spoil when taken from the cars and
exposed to heat for any length of time. The commissiocn
men who handle the goods for the shippers are concerned

with their own profits and these profits are made on the
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part of the shipment that they sell. They do not lose
on whet spolls end so they are often not as careful to
prevent spoiling as they should te. Since there is no
one present to look after the interests of the shipper
much unnecessary spoiling tekes plece. Moreover, there
are times when heavy shipments in excess of the market
demands so lower the prices that it is frequently to
the interest of the commission men to let a part of the
shipments spoil and thus control the supply. In other
words, they can make more money on a part of & shipment
than they could if they durped the entire shipments on
the market for whet they would brirg and thus lower the
price. It is svident that if the consuming public is to
have its cost of living reduced and the farmers are to
get a larger part of the consumer's dollar, there must
be a reorganization of the entire scheme of distributing

the farmer'’s produce in the great marketing centers.

The Spread of Pricss

The spread of the price between the farmer and the
consumer of his produce shows that farming is only a
part of food production. When one read that the farmer
gets $2.25 a barrel for apples and the consumer pays at
the rate &f $7.50 a barrel the first thought is that
such a spread is too great to be justified. Of course
if the farmer end the consumer were near enough together
to deal dadrectly with each other, the spread would not

be so great. But between the farmer and the producer many
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services intervensd. The apples were sold in the or-
chard and had to be picked, barreled, labeled, carted,
transported, stored, sorted etc., and the wholesaler and
raetailer had to make their profits. Much spoilage takes
place and this lcoss makes the number of barrels that the
consumers buy smaller than the number of barrels the farm-
er sells. The consumer of course has to pay for the
spoilage.

In the case of Florida tomatoes sold in Boston in
1911 the consumer paid six times as much as the producer
received. The shipper, the commission man and the rea-
tailer took their toll end pecking, boxing, cartage and
freight took the rest. The consumer paid for the toma-
toes and for the services rendered in getting them to '
him.

A spread in the price is inevitable for all trans-
ections that are not direct between producer and consum-
er, a small spread for several things, a greater spread
for others. The only phase of the spread of prices open
to discussicn is whether or not the agencies responsible
for the spread take tco large a toll. The farmer's only
chance of getting a larger part of the spread is either
individually or by some form of co-operative marketing
to perform &s many as possible of the services that in-
tervene between him and the consumer.

For a fuller account of spreads of prices similar

to those of the apples and tomatoés mentioned above, see
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Carver's Principles of Elementary Economicsl91i, p.
330-333 where the spreeds of prices for severzl farm
products are analyzed showing the agencies responsible
for the spreads and the share oft each. The Reports of
the Secretary of Agriculture for 1924, p. 44, and for 1925,
p. 34 also contain analyses of such spreads.

In Report Number 408, House of Representatives, 67th
Congress, lst session, facing p. 17 is a table showing
how, as the farmer's produce goes on its way to the fi-
nal consumer, it requires a succession of services, and'
combines with other materials to form raw materiasls for
some manufacturing operaticns, while labor, capitel,
credit, transportation, truckage, storage, insurance,
advertising, merchandizing and selling each add some
thing to the cost that the consumer pays. Between pages
68 and 69 and between pages 74 and 75 there are other
tables and diagrams that show the vafious agencies that
indirectly or directly touch products between producer
and consumer. The whole Report is full of tables and
diagrams that show the varicus per cents of the consum
er's cost that gees to the producer, tom operating ex-
penses, and to profits. Part III of the same Report,

p. 31-35, gives further accounts of such spreads.
One has but to read this report to realize that market—
ing is a matter of great magnitude and complexity as ‘
well as of great importance to the welfare of &1l con-

cerned.
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The Farmer's Dollar

If the prices of allX products or groups of products
changed alike, the conditions of the industries so far as
such conditions are reflected in price relations, would
remain the same. The condition of agriculture is in part
indicated by the relation that the prices of agricultur-
al products bear to the prices of the products of other
industries.This means that the value of farm crops is
largely determined by how much of the products of other
industries that farm crops will buy. According to Table
A-1, p. 27 of Report Number 408, 67th Congress, lst ses-
sion, the farmer's dollar in April 1921 as compared with
1913 was worth 63 cents; &t the corresponding month in
1920 it was worth S0 cents. According to Table A-5 of the
same Report, p. 31, the purchasing power of the crops in
May, 1920, ranged from 42 per cent to 117 per cent of the
1913 prices. Only two of the 31 items named in this tablg
buckwheat and poultry, are above the 1913 prices. These
facts show that during periods of decline and depression
agriculture is at & disadvantage with other industries.

Document Number 195, 67th Congress, 2d session, p.21
shows that the farmer's average return for labor, risk and
management, was as follows:

1913, $444; 1914, $459; 1915,$95; 1916,$586;

1917,$903; 1918, $1278; 1919, $i466; 1926, $465.
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In terms of 1913 prices the average reward per farmer for
labor, risk and management was in

1913,$444; 1914 , $454; 1915, $484; 1916, $534;

1917, $705; 1918, $sée; 1919, $833; 1920, $219.

Now while‘the average reward per farmer for labor,
risk and management in 1913 was 3444, the yearly earnings
of those engaged in mining was $755; of factory employees,
$705; of railroad employees, $782;‘of banking emplecyees,
$936; of Government employees, $823. By 1918, as shown
by the same Report on the same page, the average reward
per farmer for labor, risk and management had risen, owing
to the stimulus given to agriculture by the War, to
$1278, while that offi mining emplcoyees had risen to $1280,
that of factory emplovees to $1147, that of railway em-
rloyees to $1394, that of banking employees to $1461, |
that of Government employees to $895. (sic!l!) Between
1913 and 1918 the reward of the farﬁer had‘increased rel-
atively with the increases of the employees in other .
industries except the employees in factories. The figures
for 1919, 1920, and 1921, says the Repcrt, are not aveil-
able (1922), but it is probable that the rewards of those
employed in industries other than agriculture have slight-
1y dincreased in purchasing power in 1921 over 1918, the ‘
rewards of those engaged ir agriculture have diminished
by 73 per cent. Owing to the lower prices of his produce
the farmer®s dollar is harder to get and when it is ob~
tained it buys realatively less than the dollars of other
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industries. A concrete case will show better the altered
purchasing power of farm crops.

The Joint Committee on Agricultural Inquiry in Doc-
ument Number 195, above cited, p. 22, gives the results‘
of & study of the cost of four typical farm implements,
namely, a gang-plow, a wagon, a harvester, and a corn-
binder, at Goodland, Kansas. These implements, includ-
ing freight, cost at Goodland in 1913, $490.50; in 1920,
$944; in 1921, $761. The amount of corn necessary to
buy the implements in @oodland in 1913 was 928 bushels;
in 1920 it was 706 bushels; in 1921 it was 4142 bushels.
The number of bushels of corn required to make the pur-
chase is found by subtracting from the Chicagoe price of
corn per bushel the freight rate per bushel from Goodland
to Chicage, and dividing this remainder into the cost of
the implements. Extended comment on the sighificance of

these figures is not necsessary. They speak for themselves.

Agriculture an: Unbalanced Industry

The average farmer of today understands the princi-
ples of balanced rations for his cettle and balanced fer-
tilizers for his soil. The principles are susceptible
of experimental proof and so are accsepted as mattsers of
fact, especlially within the limits of farm experience.

In much the same way and within similar limits the prin-

ciple of balancing the agents of vroduction on the farm
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is accepted even though the far-reaching implications of
the principle are not understood or realized. Just as it

is necessary to balance rations and fertilizers it 1s nec-
assary to balance agriculture and the other productive
industries of the nation. If permanent and effectual re-
lief for the farmer is to be obtained it must be obtained
by an adjustment of the major industries with each other
in accordance with the principles of balance, definite pre-
portionsand the law of supply and demand.

The use of labor-saving machinery on the farm is the
equivalent of an increase in the farming population. By
its aid the farmers have been able to produce more food
with less help than formerly and the surplus help has gone
to the cities. A writer in The Country Gentleman for Sep-
tember 29, 1923, says that in spite of the relative decreése
in the farm population the farmers in 1920 produced enough
food to supply the country's needs and yet exported 323
millions of bushsls of our five major grains. Between 1900
and 1920 the population of the United States increased a-
bout fortyper cent while the farping population increase&
but four per cent, but the value of machinery used on farm
increased four hundred per cent. During the Great War wha
the country was short of men the farmers fed the country
and a large part of Burope besides. It is evident that
there 1s no immeciate need of a back-to-the-farm movemsent
so far as production is concerned. It is often claimed
that the relative derease of our rural population and the

100



~‘LnL59‘}\ L' P IR
N
XESHERH RV RREtLs
:Tl;\TE a8 Ji‘i sub * b b'JiLL.«-.—

el LLBLIE, CLbie
relative increase of our urban population is a regretta-
ble national tendency. But as far as the farmer is con-
cerned the greater the city-ward drift of population and
the less of the back-to-the-farm movemnent there is the
better it is for hinm for it means an increased city popu-
Yation to be fed with less competition in food production.
It means a better balancing of the farming population with
other industries. There are more farmers now than are nec-
essary to feed the country and this surplus of farmers is
one factor in their lack of prosperityv. Babson the stat-
istician a few years ago mentioned that the many conferen-
ces called to solve the problems of agriculture never
pointed out the "real cause of the farmer's lack of pros-
perity - ten per cent too many farmers"™. Yet in spite of
the surplus of farms, farmers and food, the Federal Govern-
ment has pushed irrigation and drainage projects in regioné
remote from markets. Instead of aiding agriculture as an
industry such projects had aggravated the farmer's prob-
lems. Waste land, whether arid or swamp, should be lat
alone till thers is a sufficient market for the products
of the land now under cultivation.

The present unbalanced condition of agriculture with
other industries 1is the result of forces that have been
in operation for a long time.Prior to 1860 agriculture de~
veloped normally. The addition of more acres to those al-
ready under the plow was slow and steady as the westward

moving frontier 1line cleared away the primeval forest. The
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country as a whole was prosperous. Manufacturing and com-
merce were growing and furnished a market for the produce
of farms. By 1860 the farm-frontier had reached the
fertile prairies of Illinois and had obtained a foothold
in the trans-Mississippi region where there were no forests
to be cleared away before the land was ready for the plow.
The astonished farmer of the east saw created in a day farms
of greater productive power than those that had required
a generation of toil to create under the conditions that
he had previously known. The farmer of the east soon saw
that he was arrayed in an unequal contest with an agricul-
ture of bread and fertile prairies that could be bought at
small cost and made ready for farming with comparatively
little capital. As soon as railroads could be built to
afford an outlet for the region it could be made a gran-
ary of the world. England had conveniently repealed her
corn-laws and thus had aided in furnishing a market for
the grain of the region and helped along the marvellous
development of the United States that has dazed financiers
and economists alike.

By 1870 the combined productive acencies of the trans-
Mississippi region began to be felt. From 1870 to 1890
the volume of food staples produced in the region ’grew
amazingly, and by 1900 had become greater than the entire

amount produced in the country's whole existence down to
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1870. The previously well-adjusted industries of the
country were disturbed and'have ever since been out of
balance. So great was the bounty of the trans-lMississippi
region that the producers of the region became sufferers
from the very abundance they had produced. The supply of
food was outrunning the world's capacity to absorb. The
farmers are now paying the penalty of too great an expan-
sion of thelir industry relatively to the other industries
of the country. The process of adjusting supply to demand
by curtailing production or waiting till city populations
increase sufficiently to balance demand against supply is
a long and tedious, and even painful, process;moreover,
we are an impatient people, impatient of delavy and impa-
tient of pain. Agriculture is now the victim of the Goﬁ-
ernment’®s policy of alienating the public domain as fast
as possible regardless of whether the land was needed for
agricultural purposes or not. We now have more farms,
more farm-acreage and more farmers than the country needs.
The present unbalanced condition of agriculture is the
result of perfectly natural causes, the inevitable re-
sult of a too liberal land policy born of good intentions
but destined neverthelsess to work harm to the industry

it was designed to help.
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Other Suggestions For Farm Relief

In considering the predicament of the farmer several
suggestions of various degress of value have been mnade.
Some of these deserve consideration if we are to appre-
ciate the difficulties of a satisfactory solution of tﬁe
problems connected with farm relief.

It has been suggested that in the case of wheat a
curtailment of supply by reducing the acrsage of the crop
tilt our export trade is restored to its normal status
would keep up the price of wheat on the domestic market
thus aiding the wheat-farmer regardless of its effect up-
on the wheat-consumer. The moment the price of wheat |
rises the prbducer will be tempted to increase his acre-
age of this important cash-crop in spite of a concerted‘
agreement to reduce the acreage. This plan does not seem
feasible, therefore, especially since the wheat land is
not well adapted to other crops and the farmer can not
let his Yand 1lie idle. Moreover, a reduction of acreage
is not a sure way to reduce the size of the crop. Accbrd-
in to the Ysear Book of the Department of Agriculture for |
1924, p. 560, Table I, there were 9,487,000 fewer acres
of wheat ﬁarvested in 1924 than in 1921 and yet there
were 57,768,000 more bushels of wheat produced in 1924
than in 1921. On p. 601, in Table 58 of the same book
we find that 1924 therse wers 5,515,000 fewsr acres of
corn than in 1920 and yet there were produced 772,071,000
more bushels of corm than in 1920. It is evident, there-
fore, that control of acreage can not control production.
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But even if contreol of acreage could control production,
the amount of the reduction and the method of determining
the reduction would raise a spirited discussion to say
the least. It has been suggested that the wheat-acreage
should be reduced to its pre-war status. On p. 601 of
the Year Book just cited we find that the average acre-
age of wheat in the country for the vears 1909-1913 was
47,097,000 acres; for ths years 1914-1920 it was 58,
205,000 acres; for the years 1921-1923 it was 61,890,000
acres. It appears from these figures that a reduction
of acreage by about 25 per cent would be necessary to
bring the acreage of ﬁheat to its pre~war basise. How to
reduce it to that basis and keep it there in spite of ris-
ing prices are knotty questions to answer.
The Crisis in The 1926 Cotton Crop

The following statistics are taken from the Year
Books of the Department of Agriculture for 1924, p. 746,
Table 298, and of 1925, p. 952, Table 321. and show the
tendency toward the err-production of cotton that brought
about a crisis in the cofton belt in 1926 in spite of a
tacit understanding among the planters in 1925 to reduce
the cotton acreage in 1926. Most of the planters seem to
have reasoned that since everybody was to reduce that the
crop would bring a better price and if they planted a few
acrgs more they would have more to sell at a better price

The statistics tell the story.
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¥ear Acreage Bales Price
1920 35,878,000 13,439,603 13.97
1921 30,509,000 7,953,641 16.2
1922 33,036,000 9,762,069 23,8
1923 37,123,000 10,139,671 31.0
1924 41,360,000 13,153,000 22.6
1925 46,053,000 15,603,000 18.2
1926 50,060,000 17,454,000 13.4

(Note.~ The figures for 1926 are taken from The Independ—
ent for November 6, 1926.)
Can Acreage of Crops Be Controlled by Law?

The crisis in the cotton belt in 1926 may lead to an
attempt to control cotton acreage by law. At least therse
is considerabls agitation in the South for such a proced-
ure. In October 1926 representatives of fifteen cotton
growing states met in Memphis and seriously discussed the
limitation of cotton acreage by law since limitation by
voluntary agreement was a failure and the crisis seemed
to demand drastic action. Under a gentleman'’s agreement
many farmers had in good faith reduced their acreage only
to find that others had increased theirs so that the yiseld
was increased instead of diminished. North and South Car-
olina, Georgia, Alabama and Tennessee all diminished their
acreage whils Texas increased her acreage over 60 per cent.
Had Texas fallen into line with the others in reducing her
acreage the smallsar crop would have brought a larger cash

incomse.
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Many of the delsgates thought the time ripe for he-
hoic measures and propesed to limit the cotton acreagse
by statute. Had the vote of the conference been take in
proportion to the amount of cotton produced by the states
instead of by states, the proponents of the drastic meas-
ure would have carried the day. The gist of the propose&
plan was to call the legislatures of the cotton states
in extraordinary session and have them pass identical
legislation ferbidding any farmer to plant more that 50
per cent of his crop land in any single cropy not men-
tioning cotton by name howsevser.

Some of the delegates thought their states could
accomplish this result by means of a privilege tax while
others would trust the police powers of the states to
furnish the necessary sanction. In the case of Noble
Bank vs. Haskell, the Supreme Court of the United States
through Justice Oliver Wendell Holmes handed down a de-
cision in October, 1911, in which the police power is |
defined as follows:

The police power extends to all the great

public needs. It may be put forth in aid of

what 1s sanctioned by usage; or held by the

prevailing morality, or strong and preponder-

ant opinion to be greatly amd immediately

necessary to the public welfare.

This description of the scope of the police power
is clear enough to govern the legislatures of the cot-
ton states in prometing the public welfare by the re-

duction of cotton acreage by law. It is interesting to

note that while the grain-growers of the Middle West
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are appealing to the Federal Congress for an export cor-
poration to deal with their surplus, the cotton growers
of the South are proposing to solve the problem of their

surplus by state legislation.

Co-operation

Among the many sﬁggestions for improving the econom-
is status of the farmer and freeing him from paying too ‘
large a tribute to the middlemen and enabling him to hold
his crops till they can be sold more advantageously is
that of Co-operation. Whether the farmer is yet ready to
co-operate‘with his class 1in such marketing on a suffic-
iehtly large scale to handle his crops of wheat, corn,
and live-stock 1s a debatable question. Co-operativs
marketiné would doubtless help the farmer iﬁ many ways
but it is no panacea for his troubles and can work no mir-
acles in his behalf. It can not solve the problem of the
high costs of production in the United States when com-
pared with the costs of production of the American farm-
ers competitors abroad.

The farmer needs a new conception of co~operation.
Instead of thinking of it as a mere selling agency he
needs to view it as a business organization adapted to
agriculture as a business. The chief aim of co-opera-
tion should be to co-ordinate and adjust the entire bus-
iness so as to securé a well regulated balance betwseen
production and demand and thus avoid periods of over-

production with glutted markets and low prices on one
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hand and under-production with unsatisfactory prices for
consumers on the other. Co-operation should be the eco-
nomic expression of the groﬁp life of the farmer devel-
oped in response to recognized needs as experience un-
folds. The best form of such organizations will be é
farmer-owned and farmer-controlled association fostered
at firét by legislation‘and governmental aid, perhaps,
and then left to itself to work out its own salvation.
Since the farmer is an individualist it will require a
considsrable period of education to accustom him to the
necessity of submerginghis own selfish ways of thinking
in in the larger interests of the group to which he be-
longs.

The problem of co~-operation is net & small or a sim-
ple ene. There are 6,500,000 farmers in the country who
produce all sorts of cdmmodities - wheat, corn, cotton,
vegetables, fruits, wool, potatoeé, etc. The marketing
problems vary with the commodity, with the region in which
the commodities are produced, distance from markets, the
extent of competition in the markets, the bounty of nature
and the hold-over from the previous year. Any system of
marketing adéquate to the needs of the producers of any
of these and similar commodities would have to be conduct-
ed on an extensive scale and would require ample funds
to finance it, competent experts to direct it, and sound

and accurate market information to guide it.
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Co-ordination of Co-operative Units Needed

A lafge nunber of co-bperative associations acting
independently will not acéomplish very much. Their prime
need is to build up bargaining power and bargaining power
is not an attribute e¢f the small, independent association.
A wheat co-operative association with a central sales agen-
cy controliing from 100 to 200 millions of bushels of ‘
wheat might do much to stabilize the price of wheat. There
are ebout 4000 farmer's elevators in the country, but as
they ere not federated and do not pursue any common poli-
cy they have scarcely mere bargeirning power than individQ
uals would have. If these elevators were federated, the&
might be able to prevent the disastrous ups and downs of
prices.

Then, toc, the danger of faillure is greater than in
the lérger essociations with the wider affiliations. The
smaller associations can not do business on a scale suf-
ficiently large to effect the economies that make for
profit in such enterprises. Since the dangers of fail-
ure are greater in the smaller co-cperative units, and
since they do not make for economies in operation, they
should be co-crdinated through some larger central agen-
cy. Of the 1100 co-ocperative associations that have
failed since 1913, the lerger part have failed, according
to the Report of the Secretay of Agriculture for 1926,

p. 12, because of insufficient business rather than be-

cause of poor management which is the reason usually
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given. Experience seems to indicate that there must be
co-operation of the co-operative asscociatiens if the greas-
es% good is to come frbm the movement. It is evident |
that co-cperative marketing of any cormodity on a scale
that wiil benefit agriculture in general is far from being
a simple proposition, and that it can not be organized on

a sound basis soon enough to do much service in getting
agriculture out of the depression in which it now is. It
may be able to do good service in preventing, or at least
in slowing up, other depréssions that are likely to follow
the present one. Agriculture has recovered from other de-
pressions without the aid of any form of co-cperation, and,
given time, will do so again. Lack of co-operation is not
the cause of the present depression and the fundamental

cures must be sought in other directions.

Price Fixing

It has been suggested, also, that the prices of commod-
ities be fixed by governmental agencies as was done during ‘
the Great War. But the patriotism of war times did not
prevent some people from disregarding such prices when
their own self-interest was promoted by such disregard.
The price-rixihg thet has been suggested as a measure for
farm reliéf is made, however, not in the interest of the
public welfare, but in the interest of agriculture. Since
consumers outnumber the farmers two to one, it is not like-

ly that price-fixing that increases the cost of living of‘
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two-thirds of the pepulation in order to benefit the other
thifd will be permitted to go unchallenged.

Price-fixing, no matter what the exigency that leads
to it, is no easy task. Even if prices are fixed the prob-
lem of maintaining them will be difficult. If the idea is
to keep agricultural prices in some degree of harmony with
the prices of other commodities, the problem will be still
more difficult. Changes in domestic and foreign demand, in-
sect and weather conditions, and the bounty or niggardli-
ness of nature, are sure to have their effect upon priceé.
To succeed in fixing and maintaining prices of any cormod-
ity the commodity should be subject to some form of uni-
fied monopolistic control. Since agriculture is the moét
highly competitive of industries such a monopclistic con-
trol is manifestly impossible. ‘

Some time ago when &agricultural prices were lower
than at present much was said about securing feir and rea-
sonable prices that were in harmony with the prices of thé
products of other industries. Prebably what was intended
was to have the purchasing power of the farmer's dollar as
nearly equal as possible to the purchasing power of the
dollar of other industries. It was proposed to take a
time when agriculture was in a fairly prosperous condi-
tion as the norm or standard and stabilize prices so aé to
maintain that status quo. What was to be done if the

economic forces of supply and demand if uninterfered with
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after prices were fixed should happen to increase the pri-
ces of agriculturgl products abéve the level that pre- '
vailed during the period that was selected as the nornm
does not seem to have had a thought. Probably in such a
contingency the prices during the period selected as the
norm would te regarded as the minimum price of agricultur-
&l products.

Now that prices of agricultural products have risen
into closer harmony with the prices of other commodities,
the proponents of price-fixing are shifting the ground of
thelir contention to an insistence that the farmer ought to
have a fair return upon the capital invested which means &
fair profit above the costs of production. But a fair re-
turn upon the capital invested would call for a fair esti-
mate of the value of the farmer's land. What part of the
assumed valuation of the farm shall be taken as the in-
vested capital is another matter. It is difficult enough
to determine such valuation in the case of public utili-
ties and it would be far more difficult in the case of a
farm owing to the double function of the farm as a home
and as a production plant.

The value of & farm depends in considerable measure
upon the profitableness of the enterprises conducted upon
it, and this in turn depends upon the prices of the prod-
uce obtained from it. The control of the prices of agri-

cultural products will determine land values. As a conse;
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quence of the War, land values have been immensely in-
creased, agriculture has become over-capitalized, and ﬁhe
significance ot the present agitatioh for price~-fixing
lies in the artificial valorization of over-inflated Iand
values that such contreol would cause. The far-reaching \
effects of such a course upon non-agricultural interests
should not be overlooked. The fafmer might be benefited
temporarily, perhaps permanently, but while a basis indus-
try, agriculture is not the only interest to be considered

by economic statesmen. So price-fixing is not to be en-

tered upon without serious deliberation.

Encourage The Immigration of Labor

There are some advocates of the immigration of labor
as a means of reducing farm and factory wages so as to re-
duce the farmer's cost of production of what he has to sell
as well as the costs of what he has to buy. But an increase
of farm labor at a time when we are already producing a
surplus for export is ebout the last thing the farmer needs.
The immigration of such labor might, and probably would,
lower factory wages because of an incressed supply of labor,
and this would in turn lower the factory employees® capac-
ity to purchase food supplies &nd this in turn again wouid
injure the farmer. For the present at any rate we may set
aside this suggestion as being politically impossible, eco-
nomically undesirable, and as seriously discounting the

Judgment of those who propose it.
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Lower The Tariff

Opinions regarding the relation of the tariff to the
prosperity of the American farmer vary widely from the be-
lief on one hand that the tariff is a bunco game with the.
farmer as the victim, that it is the greatest hoax ever
perpetrated upon the farmer, that the farmer pays more in
higher prices for what he buys than he gains from the tar-
iff on what he has to sell, that the farmer'’s prosperity
would be greatly increased by a "sizable reduction" in
the tariff, to a belief on the other hand that the tariff
is a great and almost divine blessing to the farmer, that
is a great and growing benefit to agriculture and that it
ought to be let alone.

The American Farm Bureau Federation in its Weekly
News Letter for January 11, 1923 claims that the American
farmer pays yearly $426,000,000 in higher prices on what
he buys for $125,000,000 of protection on what he sells.
Secretary of Agriculture Jardine in his Report for 1926,
p. 26, warns against the fallacious assumptions that un-
derlie methods of reckoning by which these figures are'
obtained. He is a warm supporter of the idea that the
tariff is a benefit to the American farmer and claims
that the need for protection to the farmer is growing.
He calls attention to the fact that in 1901 our agricul-
tural exports constituted 65.2 per cent of our total
exports, but in 19135 ths proportion had dropped to 43.6

per cent, during the War it rose to 50.6 per cent in 1919,
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and for the year ending June 30, 1926, it was only 40.6
per cent. While agriculture is becoming less dependent
on export sales, industry is becoming more so. We are
now exporting 10 per cent of our manufacturing and mining
output and the preoportion is increasing, while agricul-
ture is exporting 13 per cent of its products and the‘
proportion is decreasing. If Secretary Jardine is correct
in his opinions and interpretations, the past attitudes
of agriculture and industry towards the tariff are very
likely to be reversed and the present agitation for low-
ering the tariff in the farmer's behalf is not based on‘
sound premises. However, Professor Allyn A. Young of the
Department of Economics of Harvard University, who was the
Chief of the Division of Economics and Statistics of the
American Commission to Negotiate Peace, 1918-19, a mem
ber of the American Delegation to the League.of Natiané
Economic Conference last spring, says in a lstter to the
writer that, in hils opinion, Secretary Jardine 1is all
wrong in his analysis of the situation and that he thinks
nine out of every ten compstent economists will say the
same thing, and favors a sizable reduction of the tariff
in the interest of the farmer.

Like most economists Professor Young believes in the
territorial division of labor, with the freest possibls
trade between countriss. He believes that a lowering of

the tariff would stimulate international trade and that
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the farmer would profit greatly by such trade. Thegen~-
eral effect of a lowering of the tariff would be to de;
crease the price of imports and to increase the price 6f
exports. The really important thing is that a tariff
reduces our ability to buy foreign goods and in just that
measure reduces the ability of other countries to buy from
us.

Agriculture 1is not an entity but a very complex in-
stitution, and what benefits one part of it may net ben-
efit the rest, The tariff undoubtedly benefits some ‘
farmers and does not benefit others directly. The advan-
tages and disadvantages of the tariff to agriculiure in‘
general or to particular' phases of it in different sec-
tions have never been determined and balanced. The inci-
dence of the tariff and its discriminations can be deter;
mined only by an expert investigation of tariff scheduleé
and commodity prices and such an investigation has never
besn made. It is important to know whether the tariff is
discriminatory against the farmer and to what extent. But
the fact and extent of such discrimination can not be de-
termined by considering the effects of the tariff upen a‘
few commodities only.

To single out any particular commodity that the farm-
er buys or sells and determine what part of the jeint cosﬁ

is due to the tariff, to freight rates or to wages would
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be an extremely difficult if not an impossible task.
To ask that any of these elements of the joint cost be
reduced except in the interest of the general welfare
would be the height of selfishness. If, on the other
hand, it can be shown that the reduction of any or of
all of them would promote the general welfare, they
should be reduced. It is time that ignorance, prejudice
and selfish interest should be less in evidence in tar-
iff discussions and in legislation and knowledge more
in evidence. To legislate in the dark when it should
be done in the light, and in the clearest light at that,
doses not become the intelligence of a twentieth centu-
ry civilization. ‘
Suggestions For Farm Relief Made By
Various Committees

The Agricultural Conference held in Washington in
1922 appointed several Committees and Sub-committees to
investigate wvarious phases of the farm rélief problem
several of the suggestions made by these committees are
worth profound consideration. One Committee advised that
the tariff be studied in relation to agricultural prod-
ucts and rates of exchange with foreign countriss whicﬁ
are, in effect, subsidies on goods exported to the United
States. Other committess strongly urged the reduction
of transportation costs as means of relief, even urging

that railway wages be reduced as a means to this end.

118



Some of the committees did not mention railroads but

urged the reduction of wages that increase the cost of
distribution. This may have been aimed at the high la-
bor elsment of cost in handling shipments in the distrib=-
uting centers as well as at rallway wages. .

Another committee committee urged the collection
of statistics of the right sort by permanent expert stat-
isticians, analyzed, correlated and interpreted so as to
be easily understood and used in business and in leglsla-
tion. If this could be done, it would be a great step‘
forward, but so many investigating committees are too
short-1lived and lack sufficient financial support to en-
able fhem to do what this committee sees very clearly ‘
ought to be done.

Another committee suggested that Congress follow up
the recommendations of the various committees so that the
recommendatiens should not be made in vain. This commit-
tea placed a finger upon a sorse spot in our multitudinoué
investigations and reports; they are made, filed, andfor-
gotten. If the time, energy and money that are spent
upon so many investigations could be centered upon a
smaller number that are really vital so as to do the
work thoroughly and reach definite conclusions upon which
action could be based and still have some time, energy
and monsy left fer a campaign of education in behalf of
the action the findings justify, we might get along much
faster.
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We have discussed the general problems of farm relief
not with the intention of pointing out specific things
that must be done to solve them but with the intenticn of
scouting the field to see what the problems of relief are
and what they involve, and the directien that investiga-

tions looking to action must take. One inevitable conclu-

sion is that the problems are much more complex and diffi-
cult to solve than most people realize. Few of the prob-

leﬁé are understood even as problems saying nothing of

their soluticns. They vary with the secticns, crops, mar-
kets, transportation facilities, and the like, and willk |
require & much longer time to solve adequately than many
think desirable.

There seems to be a tacit assumption that it is pos-
sible to adjust the prices of what the farmer has to sell
to the prices of what he has to buy in such a way as to
bring prosperity te all farmers alike despite the fact
that agriculture as a whole may be prosperous while indi-
vidual farmers may be far from it. If prices are high e;
nough on the average, one year with ancther, tc¢ make a |
good living for the better 50 per cent of the farmers, it
is about all that can reasonably be expected. No industry
is so prosperous as to be able to take care of the poorer
50 per cent of the people engaged in it. There are more
people engaged in producing food than are necessary to
supply the demand for it and this fact makes agriculture
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as a whole less prosperous than it otherwise would be.

Many of these people have no business to try to be farmers
for they are the traditional round men in square holes. They
are misfits as farmers and this fact makes them as individ-
uals less prosperous than they otherwise might be. The aré
poor managers, poor business men, poor salesmen, ineffic-
ient and thriftless. If wheat were five dollars a bushel,
they would produce it at a loss. No amount of government
aid woulg make them prosperouse.

Genuine help for the farmer must begin at home. More
and more farming is becoming a business and training for
both farming and business is essential to a farmer's suc-
cess. First of all, the farmer needs to be grounded in |
farm economics for use in his dual role of farmer and busi-
ness man. This subject will teach him, if any thing can,
how to reduce the costs of production and so seacure a
larger return for his labor. It will teach him that great-
er economies in production are to be found, within limits,
by producing on a larger scale. The average farmer is op<
erating on too small a scalé, with too small an equipment‘
of capital end labeor, to secure even a large gross income
saying nothing of a large net income, and consequently can
not make a good living. His greatest help will come from
reducing the costs of production and the better use of bus-
iness principles in marketing his produce. The sooner the

farmer recognizes that expoert dumping corporations, credit
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extensiops and price-fixings are not going to help him so
much or so permenently as some homelier and more prosaic
measures will, the better it will be for him and the sooner
he will turn his attention to the sources of his greatest
ultimate help.

Agriculture is slowly emerging from the depression
that followed the Great War. Along with other industries
agriculture passes through pericds of prosperity and of de-
pression; it has its ups and downs. It is true, &and the
pity is that it is true, agriculture does not recover from
depressions as quickly as industry does. This inablity
to recover quickly is inherent in the business itself. Ag-
riculture was gaining a favorable status when compared |
with industry when the Great Var interrupted the adjust-
ment and is slowly returning to that favorable condition.
Unless unforseen complications arise, agriculture will in
the course of a few years reach the stage of prosperity.
It is cold comfort, however, for a sick man to be told that
if he will be patient and take care of himself, he will be
better in a few years. What he wants is relief from his
misery right now, and, since his physicians will not prom-
ise immediate help, he is willing to listen, and too ofteh
, does listen, to medical quacks and humbugs who promise him
relief soéner than the safe and sane practicioner dares
to promise it. The farmer is much like the sick man. He
too is in distress and wants immediate relief. The economist
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is dubious about promising him relief by unsound methods
and the farmer like the sick man turns to quacks among po-
litical medicine men who promise him relief regardless of.
whether the relief they promise is good for him in the long
run. The result is that the farmer wanders off after strange
gods under the guidance of demagogues and leses valuable
time that ought to be spent under wiser guidance in perma-
nent constructive efforts to cure and not to palliate his»
ills.

One thing greatly to be desired is an Agricultural
Policy in keeping with -the importance of agriculture in
ocur economic life. Until it is recognized that agricul-
ture is an essential and coordinate part of an indivisi;
ble economic life neither agriculture as a separate indus-
try nor the nation as a wholeé can have the greatest possi?
ble prosperity. Industry has been favored by Tariff leg-
islation since the beginning of our national existence.
Labor has also been favored by more recent legislation
and has in addition unionized its strength, not for the
general welfare, but for its own ends. Agriculture has
been neglected and cajoled into bselieving that the Tariff
is one of its greatest blessings and left to struggle with-
out the artificial helps that have been given to other
industries. The time is fully ripe for a change in the
political and economic philosophy that has hitherto guided
our statesmen. It is time for a look forward bsyond 1950
or even 1975 to the ideal and ultimate relations that should
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prevail between the separate industries of the country, and
then, and not till then, can agriculture take 1t place as
an equal partner in the welfare of the naticn.

It is to be noted in all the present talk about farm
relief that that it is concerned mainly with the present
and with agriculture. Little is said about the future or
about the restraints and adjustments of the other inter-
asts that may be necessary to be done before farm relief-
can be accomplished. A constructive, forward-looking
agricultural policy will have to be a part of a construct-
ive, forward-looking economic programme. It is futile to
expect that égriculture can be restored to a prosperous
condition and maintained in that condition simply by
working on agriculture alone. It may be futile to expect
that the other interests will willingly submit to the nec-
essary adjustments in order to give agriculture an equal
chanca with them for prosperity. It may be necessary for
agriculture to fight selfishly for her own interests as
the other interests fight for thelrs till there is an
awakening te the fact that the welkfare of each interest
in our economic 1life is inextricably beound up with the
welfare of all.

In the meantime while waiting for this economic mil-
lennium to dawn it is necessary to take up the needs of
of agriculture for a constructive'policy of its ewn. Such
a policy may well be typical of what an ecnomic policy
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for the nation should be. The essential and céntral feat-
ure of this policy should be to provide ample provisions.
for a thorough-going, scientific study in the fields of
production, marketing, utilization and the coordination
of the industries of the country in such a way that agri-
culture shall sscure recognition of its basic importance
in our national life. There should be a reason for every
investigation and that reason should be to secure infor-
mation upon which to base predetermined but intelligent‘
action. Legislative action based upon scientific re-
search would prevent the further reclamation of arid and
swamp lands till the present lands under the plow are un-
able to furnish ths necessary supplies of food to meet |
the demand. The designs of ambitious politicians, the
dreams of engineers with axes to grind, the schems of
empire-builders, would all be placed in due subordination
to the welfare of the nation. Transportation would be
studied scientifically in order to determine its needs
and services in the light of the public welfare. The re-
lation of transportation to agriculture is constantly be-~
coming more intimate and important and requires intelligent
legislation to promote the interests of both as well as
the best interests of all. It is time for a constructive
econoinic policy to stop the struggles of industry and la-
bor for selfish advantages regardless of the welfare of~

the country at large °
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In carrying out the sort of policy for wnhich we are
contending competent commissions, with the emphasis upon
the word 'compstent®, and as impartial as the Supreme Court,
should give constant attention to the effects of the tar-
iff upon any crop or section or industry, The tariff oﬁght
to be taken, once and for all, out of politics and placed
on a hard-headed business basis in the hands of a Board
to find the facts upon which legislation might be intelli-
gently based. The Tariff Board, like the other necessary‘
Boards or Committees nscsssary to carry 6én the research
precedsnt to legislation should be amply financed over &
length of time sufficient to arrive at definite conclusions
and, when the conclusions are reached, they should be act-

ed upon. An economic policy should be a policy of action

and not merely one of investigations and reports. The in-
vestigations and reports are necessary'to guide action 4
not only in legislation but in the field of business, and
action in either legislation or business should not be tak-
en except as expert and impartial information points the
way. This is, of course, a higher ideal of statesmanship
than that which has hitherto guided our public officials
and it will require a highar degree of concern for the gen-
eral welfare than the average public official possesses \
as yet to initiate and administer such a comprehansive
policy. Are we squal to the solution of the problams

that we have created?
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It may be objected that such a policy as has besn sug-
gested smacks too much of a paternalistic or socialistic
regime, and so 1is alien to the American type of thinking.
But economic philosophies are the outgrowths of the eco-
nomic conditions and vary with the conditions. There was
a time when the Mercantile Theory of Trade was sound doc-
trine, but not for long. It was succeeded by the Manches-~
ter School of economic thinkers with their slogan of lessez
faire. Changed circumstances produced the change in dos-
trine. The Manchester Doctrine of "hands off" was an ex-
pression of an exuberant, youthful, exploring and acquis-
itive spirit bent upon giving distant parts of the globe

a chance to show what they had to contribute to the axpand-
ing economic life of the world. It is unfortunate, howev- ‘
er, that the expediences of English economic life at such
a time should be canonized as almest immutable laws for the
guidance of economic life long after the time when "hands
off" promoted a harmonious development of all of the fac-
tors of natienal well-being. ‘

Since the days when the Manchester Doctrine was born
governments have been undergoing transformations and are
now quite frankly regulative and directive in their func-
tions. Governments are no longer the means by which a
class tries to secure and maintain the supremacyv ovear
other classes, but are the purposive and directive agen-
cies by which peoples seek to direct and safeguard their.
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destiny. Constructive programmes embracing all phases

of national life are the only safe programmes for nations
to follow. A high type of society, well-balanced and pro-
gressive, with every group, section, class, industry and
resource brought into due subordination to the best inter-
gsts of all, should be the conscious geoal towards which

the purposive intelligence of the nation should strive.
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APPENDIX
The following statistics show the ratic of the as-
sessed valuation of properties in Fort Cellins te the>
valuations placed upon these properties by their owners

when listed for sale with resltors:

Table 1
The Price Asked The Assessed Valuation Per Cent
4100 1300 32
2850 900 32
7000 4200 60
3750 1850 50
33800 2340 60
2500 900 36
6500 3600 55
5000 2000 40
4000 ' 1680 42
7500 4200 56
3500 ' 1080 3%
2800 1390 50
3100 1500 50
4800 1930 40
3700 1250 34
3300 990 30
2400 750 31
€500 3300 51
7000 2750 40
2900 800 31

The assessor made an henest effort to assess these
properties at 60 per cent of what he considered a fair
market value. The discrepancies are due either to his
placing the market value too low or to the owners plac-
ing it too high, perhaps to both. A scientific methed of
assessment would have prevented marked variations from

the 60 per cent.



The following statistics show the ratio of the as-
sessed valuation of properties in Fort Cellins to the

actual sales prices as reported by realtors:

Table 11
The Sales Price The Assessed Valuation Per cent
4000 1300 32
3250 1200 37
4150 1300 31
4300 2100 49
4000 1800 45
2850 300 31
3100 1300 42
2900 850 29
3600 1350 38
5500 2250 41
7500 3000 40
4500 3000 67
3000 18Q0 60
3800 1550 41
3000 1810 60
5000 2260 45
3250 1210 37
4000 1250 31
5200 2200 42
7100 3740 53
3550 1600 45
4000 1650 41
3050 1750 57
3800 1850 49
3700 1880 51
3350 2010 60

This is & pertial list of the properties investiga-
ted, but nene in the complete list showed variations ndt
included in this 1list; 1In no case was the assessed valua-
tion less than 31 per cent of the sales price nor mors

than 67 per cent.



The following statistics shew the ratio of the as-
sessed valuations of new buildings in Fort Collins to the

cost of building as given in the building permits:

Table III
Building Permit Assessed Valuation Per cent
5800 3200 45
8000 5650 63
7000 5600 80
16000 8500 53
7000 3500 50
3500 2000 57
3800 2500 68
5500 2500 46
5000 2000 40
2600 1600 60
4500 2750 61
10000 8000 80
7000 5000 71
4500 2000 44
6000 4000 67
3300 1650 50
5000 3520 70
3800 3000 80
5000 2750 55
5000 2200 44
10000 7500 75
3000 1300 43
5000 . 2500 50
8000 6750 80
5000 3500 70
4000 2000 50
8000 9350 117
4500 3850 85
4000 3100 77
4000 1500 38
4000 1760 44
5000 2500 50
7500 5000 67

4000 3300 83



The range of varietions in Table III is from 38
per cent to 117 per cent, a rather striking range for
new buildings. It must be kept in mind, however, that
if a man builds a house to live in as a home, he is
quite likely to underestimate the cost when he begins,
and may, perhaps, have in mind keeping the assessment
down. On the other hand, many houses in this Table were
built to sell and the builder doubtless placed the per-
mit cost a trifle (?) high in order to affect the sales
price.

The house assessed atv 117 per cent of the building
permit cost was built for a home and the inside work is
expensive. The finish and the conveniences, probably,
were determined after the building was begun, and in-
creased the cost ever that estimated when the house .
was started.

The range 1in per cents of assessment shows clearly
the need of a different scheme of assessment than that
now in vogue. It constitutes a strong argument for a

scheme of scientific assessment.



Items of Assessment

Property Lot Building Total
State Mercantile $38,000 36,100 74,400
Wolfer and Damm’'s 36,400 20,800 57,200
Watson and Candy Noock 9,280 2,100 11,380
Physician's Building 18,020 11,000 39,020
C. C. Stone 9,100 2,600 11,700
Hibbs, Piggly Wiggly 18,200 8,670 26,870
Miller's Book Store 8,100 2,000 11,100
Poudre Valley Nat. BF. 11,000 24,200 35,200
First National B. 10,000 44,000 54,000
Brownie’s Sport Shop 6,400 6,380 12,780
Evans and Abstract Co. 13,300 3,320 16,620
Meat Market, Stock Ex. 13,300 3,570 18,070
Meyers 13,300 13,770 27,070
Alpert 6,650 9,000 15,650
Bradley 6,650 8,250 14,900
Community Market 15,120 11,000 26,120
Jones Dry Goods 11,550 13,200 24,750

The State Mercantile Building, assessed at $74,400,
was sold about two vears ago for $134,000. This makes
the assessed value 55 per cent of the sales price. The
sale was made at top price and probably would net com-

mand such a price now(1926).
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