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1 Legislative Intent of President Taft 

44 Cong.Rec. 3344 (June 16,1909):  “The decision in the Pollock case left power in the National Government to levy an 
excise tax which accomplishes the same purpose, as a corporation income tax, but is free from certain objections urged to 
the proposed income tax measure.  I, therefore, recommend an amendment to the tariff bill imposing upon all corporations 
and joint stock companies for profit, except National banks (otherwise taxed) savings banks and savings and loan 
associations, an excise tax measured by two percent on the net income of such corporations.  This is an excise tax upon 
the privilege of doing business as an artificial entity and of freedom from a general partnership liability enjoyed by 
those who own the stock.” 

2 Issues of the Day 

2.1 Income Tax 

44 Cong.Rec. 4013 (1909):  “That the language has been carried along through a series of decisions of the court, where it 
was held various provisions of taxation not to impose direct taxes, and therefore not to be subject to the constitutional 
provision for apportionment.  It has spoken of them in slightly varying forms of language, as being with respect to the use 
or the privilege or the business or the facility or carryong on business; thus attaching the tax not to the thing, not to the 
property, but to the incorporeal, intangible privilege or power or process.  These words are designed to accomplish that; and 
I think they are taken from the very words of the court in the Spreckels Case.” 

44 Cong.Rec. 4393 (1909): “I agree with the chairman of the Ways and Means Committee (Mr. Payne), who made the 
opening remarks in this discussion, that we ought to have the power to lay an income tax in time of war, but I am not in 
favor of giving this Government the power to lay an income tax in time of peace.  With an amendment limiting it to time of 
war or other extraordinary emergencies, I would gladly vote for it; yes, I would vote to take every dollar of the property of 
every citizen of the United States, if need be, to defend the honor, dignity, or life of this Nation in the stress of war; but 
when it comes to a question of current expenses in time of peace, I would cut the expenses of the Government so as to keep 
them within our natural income.” 

2.2 Election of Senators: 44 Cong.Rec. 4435 (1909) 

“Mr. ADAIR.  The action of the Senate in dealing with the tariff emphasizes the fact that we have too many millionaires in 
that body and that a few high-priced funerals would be a good thing for the country.  As I am informed, there are now in the 
United States Senate 38 millionaires representing over $140,000,000.  What can the people expect at their hands but 
legislation designed to aid the special-privileged class.  I surely hope, Mr. Speaker, that the day will soon come when the 
Senators will be elected by popular vote of the people, and that the United States Senate will no longer be the dumping 
ground for millionaires, who have nothing in common with the plain people. 

“The power to rule men by intellectual and moral force, the test of statesmanship of a former day, is fast passing away, 
while the wealth, the uncrowning king, oftentimes lacking both and coveting neither, arrogantly seeks to rule in a domain 
where it is only fitted to serve.. Patriotism has given place to material expediency, and the love of country is supplanted by 
the love of money.  AN aptness of percentages and the successful manipulation of railroads and stock boards are often 
regarded as the most essential of senatorial equipments. 

“I hope the day will soon come when the United States Senate will be composed entirely of men who will represent more 
loyalty and less wealth, more patriotism and less plutocracy; men who love their country more than their money.  When 
that body is so made up, such tariff bills as the one we are now considering will never emanate from that end of the 
Capitol.” 

2.3 Evils of Corporations, Trusts, and Holding Companies 

2.3.1 44 Cong.Rec. 4036 (1909):  Corporations are destroying individual pursuits 

“Mr. DAVIS.  We find that the corporations of the country are invading every avenue of business and trade.  In my State 
we have trust companies formed for the purpose of transacting every kind and character of business.  They administer upon 
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your estate; they are guardians for your children; they absolutely carry their business to such an extent that it closes up the 
avenue of every individual effort.  The individual is entirely destroyed and the law-made creature takes his place.  
Whenever an individual seeks an opportunity for employment or for business, he finds the doors closed ot him by the law-
made creature, the corporation.” 

2.3.2 44 Cong.Rec. 4041 (1909): Exempting holding companies from the income tax 

[Senator Cummins commenting on proposed legislation to tax corporations while exempting holding companies]  
“Mr. CUMMINS.  Senators, I do not believe that such a law will stand. I do not mean that it will not stand the investigation 
of the courts.  I mean that it will not stand the criticism of the people, who are above all the courts and all legislatures and 
all other authorities of the land.” 

2.3.3 44 Cong.Rec. 4046 (1909):  Excise taxes don’t tax corporations, but shift taxes to poor 

“You talk about the power of great aggregations of capital; you talk about the crushing out of the life of the rights and of 
the opportunities of the individual-the policy against which we have struggled for several years… 

“But when the American people come to learn that this is simply a shifting of a tax in most cases upon the consumer, when 
they come to learn that millions of dollars can be invested in a corporation which will not pay one dollar of tax [a holding 
company], when they come to learn that this is a plain invitation to go on and enlarge a system which we have battled 
against these seven years, there is no danger of this or any other Congress taking the second step.  The American people 
will attend to that in their own behalf… 

“Based upon the theory that it is an excise tax, it exempts from that excise the very corporations [the holding companies] 
that in all human probability are the best able to pay the tax.  It exempts the great bondholders, the great accumulated 
fortunes of this country.” 

2.3.4 44 Cong.Rec. 4233 (1909):  Corporations have no moral concerns 

“Mr. NEWLANDS. We now come to the monopolistic holding company, the great trust organizations like the steel trust, 
for the purpose of holding the stock of other constituent companies, with the view to controlling and monopolizing 
production in certain lines.  Such an organization is not sustained by any moral consideration and is against public policy 
and the spirit of the interstate commerce law.” 

2.3.5 44 Cong.Rec. 4424 (1909):  Abuses of the wealthy 

“The idea that men like Carnegie, now the holder of more than $300,000,000 worth of the bonds of the United States Steel 
trust, escape federal taxation is indeed absurd.” 

2.4 Protective Tariffs 

2.4.1 General comments 

2.4.1.1 44 Cong.Rec. 4235 (1909):  Affect of tariffs 

“Mr. NEWLANDS.  In this connection I wish simply to state briefly that the [protective tariff] schedule presented by the 
Finance Committee of the production in this country of commodities covered by the tariff act shows that the total 
production amounted to about $13,000,000,000, and that the total imports of such commodities equaled about one-
twentieth of the domestic production, and that the amount expended for wages in producing these commodities [totaling] 
over $13,000,000,000 amounted to about $2,500,000,000. 

“This act imposes a duty of about 45 percent upon the foreign commodities which come in competition with our domestic 
production.  So that it is safe to say that the value of this $13,000,000,000 worth of domestic products would be counter 
balanced on the outside of our tariff wall by an equal amount of commodities valued at only $9,000,000,000.  In other 
words by the imposition of these duties we give to the American manufacturers the right to add to the foreign price of these 
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commodities a total of over $4,000,000,000 annually-an amount more than sufficient to pay for the entire labor cost of all 
the commodities, aggregating, according to the statement of the Financial Committee, two billions and a half. 

“Of all the privileges enjoyed by corporations, the most valuable is this charter [protective tariff], given to the domestic 
corporations, which permits them to impose upon domestic consumers a charge of nearly $4,000,000,000 in excess of what 
they would pay if the competitive products on the outside were given free entry.” 

2.4.1.2 44 CongRec.4237 (1909): Poor people pay most consumption taxes 

“Mr. DANIEL.  You consider the prices of the ordinary necessities of life, and you will find that the poor people pay more 
for what they consume than do any other people.  It is because they have to buy ‘by the small,’ on account of their small 
capital, while the great can have large transactions and in wholesale ways get the lowest prices.” 

2.4.1.3 44 Cong.Rec. 4415-16 (1909): Injustice of consumption taxes 

“Mr. BYRD.  Its very name (protective tariff) means inequality of tax burden.  It means a tax upon consumption and no 
upon wealth, upon what one eats and wears and no upon his property; it means that the citizen who can scarcely provide 
food and raiment for his wife and children contributes as much or more to the support of the Government as does the 
multimillionaire, and it means that the consumer is not only taxed for the support of his country, but is compelled to 
contribute five times more to swell the fortunes of millionaire manufacturers and trust manipulators.” 

2.4.1.4 44 Cong.Rec. 4417 (1909):  Tariffs and protectionism designed to enrich the rich 

“Mr. BYRD.  If the rich are to be taxed by these measures to run the Government, and the poor are to be taxed by high 
protection to enrich the manufacturers and trusts, then, in the name of reason, what good can you expect from this 
legislation?  The income tax is right, and it is the only fair means to raise revenue to run the Government, and when it is 
adopted, it is to be hoped that the American people will raise in rebellion against your famous protective system which is 
designed for no other purpose than to enrich the rich.” 

2.4.2 Comments from the Democrats 

2.4.2.1 44 Cong.Rec. 3761 (1909):  Injustice of protectionism 

“Mr. SULZER.  Mr. Chairman, all legislation [the protective tariff] bestowing special benefits on the few is unjust and 
against the masses and for the classes.  It has gone on until less than 8 per cent of the people won more than two thirds of 
all wealth of our country.  It has been truly said that monarchies are destroyed by poverty and republics by wealth.  If the 
greatest Republic the world has ever seen is destroyed, it will fall by this vicious system of robbing the many for the benefit 
of the few.” 

2.4.2.2 44 Cong.Rec. 4396 (1909): Stolen fortunes 

“Mr. JAMES.  Mr. Speaker..He [Mr. Hill, senator from Connecticut] tells us that Connecticut, which has been taxing all the 
rest of the people of the United States under the protective-tariff system until it has grown rich, if this taxation upon 
incomes is placed upon her wealth, would pay more than 30 other States in the Union.  Yet the gentlemen is so patriotic 
that he is willing to state that when the poor man is willing to give his blood or his life when the Republic is in peril, when 
the battle is on, that not until then is he willing that his people shall make any contribution to sustain the Government out of 
the abundant fortunes they have piled up under the system of the protective tariff. 

“Mr. HILL.  I challenge any man to say that the New England States did not pour out their blood as well as their wealth in 
the war of the rebellion.  [Applause on the Republican side] 

“Mr. JAMES.  They have been pouring out their blood upon the battlefields.  And if they have, I deny that you speak for 
them when you say they are unwilling to bear their part of the burden of taxation to keep up this Government,  which has 
blessed them so abundantly. [Applause on the Democratic side.]  I would state to the gentleman that his party is not for the 
income tax even as a war measure.  The history about this question has been written.  No declaration of any man can affect 
it; and the record lives which tells us that when this Government was in the throes of war with Spain [1898], when from 
shop and field and factory brave men had left loved ones at home and were at the front, offering their lives upon their 



Sixteenth Amendment Congressional Debate Highlights  4

country’s altar and in defense of its flag, the Democratic side offered an income-tax law as a part of the war-revenue 
measure, which placed a tax on the [unearned] income of the rich, asking that as the poor were standing in the front of the 
cannon on the fields of conflict the fortunes of the corporations and the rich, which in peace were exempt from taxation, 
might pay something to sustain the Government in the hour of its peril.  But even in this great crisis you gentlemen upon 
the Republican side were unwilling to cast your votes in favor of the income tax, even as a war measure, and the whole 
Republican side voted no.  [Applause on the Democratic side.]  But, instead, you put the burden of taxation upon the poor, 
who were at home and at the front.  You made them not only fight the battles, but pay the taxes too. [Applause on the 
Democratic side.] 

“Mr. Speaker. … the immense fortunes, which President Roosevelt called ‘swollen fortunes,’ but which might perhaps have 
been more appropriately called ‘stolen fortunes,’ must bear some part of the burden of taxation in this Republic.” 

2.4.2.3 44 Cong.Rec. 4398 (1909): Democrat Platform of 1908 

Democrat Presidential Platform, 1908:  “We favor an income tax as part of our revenue system, and we urge the submission 
of a constitutional amendment specifically authorizing Congress to levy and collect a tax upon individual and corporate 
incomes, to the end that wealth may bear its proportionate share of the burdens of the Federal Government.” 

2.4.2.4 44 Cong.Rec. 4398 (1909): Inequity of consumption taxes 

“Mr. JAMES.  Who is prepared to defend a system of taxation that requires a hod carrier, who for eigh long hours each day 
winds his way to the dizzy heights of a lofty building with his load of mortar or brick, to pay as much to support this great 
Republic as John D. Rockefeller, whose fortune is so great that is staggers the imagination to contemplate it and whose 
property is in every city and state in the Republic and upon every sea protected by our flag..How men can defend a system 
of taxation in a republic which requires of the poor all of its taxes and exempts the rich absolutely I am totally unable to see.  
In the everyday walks of life we expect more for church, for charity, for the uplifting of society, and education from those 
who are more prosperous, most wealthy, most able to give.  Yet the system of taxation advocated by the Republican Party 
drives the taxgatherer to the tenement house and makes him skip the mansion, drives him to the poorhouse and lets him 
pass the palace… 

”I have heard it urged by some gentlemen upon the Republican side that the passage of an income tax law would undermine 
and at last destroy the protective-tariff system.  This Mr. Speaker, is the equivalent to saying that in order to give a few 
monopolists and manufacturers the right to reach into the pockets of all the people, you have kept the taxgatherer from 
reaching into the pockets of the few, the fortunate few, the intrenched few, the successful few; but you have driven the 
taxgatherer to the same pockets which monopolies pillaged under the protective tariff for taxes to sustain the Government.  
The protective-tariff system is vicious enough in itself without adding to it the iniquity of saying that in order to perpetuate 
it you must place the taxing burden of the Government upon the masses of the people, who must also bear the heavy burden 
the protective-tariff system inflicts upon them. 

“Mr. Speaker, no tax was ever more unjust, in my opinion, than a tax upon consumption, for all must eat to live, all must 
wear clothes, and when you place a tax upon what it takes to sustain one[self], you announce the doctrine that all men share 
alike in the blessings of government, that all men prosper equally.  But we have only to look about us to see how false this 
doctrine of taxation is.  A tax upon what some people eat and what they wear would deny them the necessities of life, while 
others, rolling in opulence and accumulation of their wealth into the millions, would not feel such a tax.  Then, besides this, 
Mr. Speaker, the protective-tariff system has become so vicious in this Republic that the Republican Party’s candidate, Mr. 
Taft, promised the country a revision, and a revision downward.  But, like that party always does, it procrastinated this 
relief.  It said it would come to the people after the election.  The Democrat Party said the reason it wanted first to be 
entrenched in power and put off this promised relief until after the election was because the Republican Party intended to 
deceive the people.  What a shameless violation of the promised revision downward do we now behold!  The betrayal of the 
people by the Republican Party is written in this House and at the other end of the Capitol, for the revision has been upward 
and not downward.  The reason the Republican Party would not reform the tariff before the election was they knew if they 
did reform it in the interest of the people, the corruption fund, which they were so used to receiving, would be denied them 
by the favored few with whom they were in partnership.” 

2.4.2.5 44 Cong.Rec 4420 (1909): Insidiousness of consumption taxes 
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“Mr. HEFLIN.  The Aldrich bill strikes hard the necessities of life all along the line, and if gentlemen here think that the 
people are ignorant of what you are doing you will find in the next election that you are mistaken. 

“Mr. Speaker, the States wisely and justly provided that every taxpayer should know the exact amount of taxes that he pays 
every year-taxes on money loaned or hoarded, so much on personal property and so much on real estate. The taxpayer 
knows, as he has a right to know, just how much [in] taxes he is required to pay to the city, county, and state government.  
But, Mr. Speaker, under your mysterious tariff-tax law, you tax the citizen and you refuse to let him know just how much 
he is taxed by the Federal Government.  The tariff tax is hid in the price of the things that he must buy, and at the end of the 
year he knows that the cost of living has increased but he does not know how much you have taxed him under the system of 
a high protective tariff.  This is wrong, and you should amend this tariff bill now, … so that the consumer may know as he 
buys the necessities of life what the tariff tax is, and at the end of the year he will know the amount of the tariff tax that you 
have compelled him to pay.” 

2.4.2.6 44 Cong.Rec. 4421 (1909): Injustice of tariffs 

“MR. HEFLIN. The great body of consumers struggling for the ‘wherewith’ to buy the simple necessities of life are taxed, 
and heavily taxed, by this Adlrich bill, not only to raise revenues to meet the extravagant expenditures of the Republican 
Party, but taxed for the benefit of those who profit by the Republican policy of high protection-those who furnish the 
Republicans with campaign funds with which to corrupt the ballot box and debauch American manhood.  (Applause on 
Democratic side.) 

“When you, by tariff taxation, lay heavy burdens upon the things that a man needs and must have to make his wife and 
children comfortable and happy, you are working injury to this man and his family-you are standing between them and a 
worthy existence, and you are committing a crime against the American home. 

“Mr. Speaker, I want someone on that side of the House to tell me the difference between the bold robber who holds you up 
on the highway and robs you of your money, and the government that does the bidding of a band of robbers who prescribe 
the conditions by which you shall come and surrender your money?  I will tell you the difference: One takes his chances 
and runs the risk of losing his own life in his efforts to rob others, while the other gang uses the governmental machinery to 
hold up and plunder the citizen and in the same of law commits its crime against humanity. 

“Their patriotism is measured by the size of the fortunes that you permit them to filch from the American consumers.  The 
stars on the flag resemble dollar marks to them, and the stripes represent the special favors that they enjoy at the hands of a 
government controlled by the Republican Party. 

“The Republican Party regards the presence of a few money kings as evidence of American’s prosperity; but not so.  These 
are the product of governmental favoritism, the creatures of unjust tariff taxation.  The laws that made them millionaires 
have robbed millions of people of the necessities of life.” 

2.4.3 Comments from or about the Republicans 

2.4.3.1 44 Cong.Rec. 4416 (1909) 

“Mr. BYRD.  You are compelled, in order to save your political scalps, to make his [Dem. Presidential candidate Bryan, 
1898] favorite theory the law.  It is indeed a bitter pill, but you know that something must be done to assuage the increasing 
wrath of the people on account of the grievous wrong that is now being perpetrated by the tariff…” 

2.4.4 Press articles of the day on the subject of tariffs 

2.4.4.1 1894:  Seligman, Edwin, R.A., The Income Tax, 9 Political Science Quarterly 610, 615 
(1894) 

“The Taxation of Incomes is a comparatively modern idea.  Its introduction may be ascribed to two distinct causes: on the 
one hand the need of increased revenues, and on the other the professed desire to round  out the existing tax system in the 
direction of greater justice… 
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“But the point to be emphasized here is that the income tax, whenever introduced into any American commonwealth, was 
enacted with the avowed purpose of removing inequities in the tax system.”  Seligman, Edwin, R.A., The Income Tax, 9 
Political Science Quarterly 610, 615 (1894) 

2.4.4.2 1910:  The Proposed Income Tax Amendment to the Federal Constitution, 15 Virginia 
Law Register 737, 751 (1910) 

“I will doubtless be argued that the adoption of this amendment will open a way to the curbing of swollen and ill-gotten 
fortunes, or at least will compel the owners to pay a larger share of the expenses of the government than they now do, and 
that the poor will be relieved of the taxes in the same proportion.”  [Raleigh C. Minor, The Proposed Income Tax 
Amendment to the Federal Constitution, 15 Virginia Law Register 737, 751 (1910)] 

2.4.4.3 1910:  The Income Tax Amendment, 25 Political Science Quarterly 193, 218 (1910) 

“To deny to a great empire like the United States the possibility of utilizing so powerful a fiscal engine in times of national 
stress would be almost equivalent to advocating national suicide.” [Edwin R.A. Seligman, The Income Tax Amendment, 25 
Political Science Quarterly 193, 218 (1910)] 

2.4.4.4 1911:  Governor A.E. Wilson (Kentucky), February 26, 1911 

“The poor man does not regard his wages or salary as ‘an income.’”  [Governor A.E. Wilson (Kentucky) on the Income Tax 
Amendment, N.Y. Times, part 5, page 13, February 26, 1911] 

3 Background on Taxation 

3.1 44 Cong.Rec. 4028 (1909):  Corporate Excise Tax of 1909 

“It is a tax laid upon the business and privileges of a corporation, and the measure of the tax is the net profits of the 
corporation.” 

3.2 44 Cong.Rec.  3988-3989 (1909): History of our Tax System 

“Mr. BORAH.  Mr. President, to illustrate further, our system of taxation had its origin in the period of feudalism when the 
tax was laid upon those, and those only, who could not resist the payment of it.  That was the first tax under our present 
taxing system.  The plan then was, as stated by a noted writer- and it was earnestly argued in those days-that it was a proper 
distribution of the burdens of government that the clergy should pray for the government, the nobles fight for it, and the 
common people should pay the taxes.  The first fruits of that system, and the first modification of that system, we had 
during that economic and moral convulsion which shook the moral universe from center to circumference- the French 
revolution.  Historians dispute today as to the cause of the French revolution.  If you would know the cause, you will not 
find it in the days transpiring with the fall of the Bastile; you will not find it in the days when Robespierre, drunk with 
human blood, leaned against the pillars of the assembly, as he listened to his own doom.  It is back of that.  It is in those 
immediate years preceding, when the burden of government had become intolerable, when the stipends paid to the 
miserable satellites of royalty had become criminal; when bureaucracy reached out into every part of the nation and bore 
down upon the energies and the industries of the common man; and when, Mr. President, 85 percent of that fearful burden 
was collected from the peasantry of France, which forced them from their little homes and farms into the sinks and dives of 
Paris, [this is] where the French revolution was born. 

“The history of taxation is well worthy of the attention of those who believe that in order to maintain a republic, we must 
always have at the base of our civilization an intelligent, free, and, to some extent, an unburdened citizenship. 

3.3 45 Cong.Rec. 4420 (1909):  Definition of  “Income” 

“The income tax seeks to reach the unearned wealth of the country and to make it pay its share.” 

4 Purpose of the Sixteenth Amendment 
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4.1 Aldrich’s Republican Scheme 

4.1.1 44 Cong.Rec. 4418: Ulterior motives 

“Mr. SULZER.  Sir, let me say, however, that I am not deceived by the unanimity in which this resolution is now being 
rushed through the Congress by the Republicans, its eleventh-hour friends.  I can see through their scheme.  I know they 
never expect to see this resolution [the 16th Amendment] become a part of the Constitution.  It is offered now to placate the 
people.  The ulterior purpose of many of these Republicans is to prevent this resolution from ever being ratified by three-
fourths of the legislatures of the States, necessary for its final adoption, and thus nullify it most effectually…I have been 
here long enough to know, and I am wise enough to believe, that its passage now is only a sop to the people by the 
Republicans, and that their ulterior purpose is to defeat it in the Republican state legislatures.” 

4.1.2 44 Cong.Rec. 4063 (1909) 

“Mr. BACON.  I particularly protest, however, that it is not proper parliamentary procedure to endeavor to force us to first 
vote on this amendment [the Corporate Tax Act of 1909] under a device which was given out to the public as intended for 
the purpose of preventing a vote on the income tax, which was given out as a great parliamentary achievement on the part 
of the Senator from Massachusetts [Lodge] and the Senator from Rhode Island [Aldrich], that they had so shaped matters 
that we would be compelled to vote upon the corporation-tax amendment [to the tariff bill] before we were allowed to vote 
first on the income-tax amendment [to the Constitution].  This amendment [the Corporate Tax Act of 1909] is avowed by 
the Senator from Rhode Island to be intended to defeat the income tax.  If so, we should have the opportunity to vote first 
on the income tax amendment [to the Constitution]. 

4.1.3 44 Cong.Rec. 3929 (1909) 

“Mr. ALDRICH.  I do not expect the income tax to be adopted…And if it were adopted, I do not expect to destroy the 
protective system now…I think perhaps it would be destructive in time…I shall vote for the corporation tax as a means to 
defeat the income tax…I will be perfectly frank with the Senate in that respect…I am willing that the deficit shall be taken 
care of by a corporation tax.  That corporation tax, however, at the end of two years, if my estimate should be correct, 
should be reduced to a nominal amount or repealed…at the end of two years.” 

4.1.4 44 Cong.Rec. 4415 (1909): Alrdich’s influence on Tariff Law 

“Mr. BYRD.  It is a well known fact that the tariff law will be the product of the brain of one Senator [Aldrich], and 
however infamous the measure may be, it will receive the unqualified support of enough Republicans to pass both Houses. 

“It seems that the Republican Party has permanent control of the Government, and that Senator Aldrich absolutely 
dominates this party.  As long as it triumphs, he will be czar of the Nation.” 

4.1.5 44 Cong.Rec. 4236 (1909): Aldrich’s influence in Senate 

“Mr. DANIEL. Mr. President, if this was a class of competitive examination in order to show who was the most tired man 
of this debate, I would expect to win the first place in the competition.  The Senator from Rhode Island [Aldrich] is a great 
actor, a great wizard, and he is also a great ventriloquist.  With an activity, eagerness, earnestness, and freshness which are 
unsurpassed in this body, he comes upon the stage and says we must adjourn right now; that he is tired out.  That is only on 
phase of his divers genius.  He is very different from the rest of us plain and prolix people.  He does by magic what we have 
to try to do by toil.  He waves his wand and utters his incantations, and so-called ‘insurgents’ march with the vigor and 
measured tread of Roman soldiers following Caesar to victory.  More than that, Mr. President, we hear a murmur yonder; 
we hear a murmur here and a murmur there.  Presently the Senator rises and flings his voice around the Senate and the next 
moment everybody is talking just like him, and Senators think that right which before they had murmured was wrong.” 

4.1.6 44 Cong.Rec. 3998 (1909): Aldrich’s plan to kill income tax 

“Mr. BORAH.  Take the…Senator from Rhode Island [Aldrich].  He has been perfectly frank.  He has been open and 
candid.  No friend of the income-tax law now dare go home and say to his constituents: “The Senator from Rhode Island 
fooled me.’ He has been open and above board.  He has told you that he brought this measure [the Corporate Tax Act of 
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1909] here to kill the income tax, and he has told you furthermore that it is an enemy of protection.  He has said 
unhesitatingly that if it is in his power he will throttle it for all time to come.  Do you underestimate his influence?” 

4.2 Supreme Court View 

4.2.1 1895:  Pollock v. Farmers’ Loan and Trust Co., 158 U.S. 601 (1895) 

“Taxation is the equivalent for the protection which the government affords to the persons and property of  its citizens; and 
as all are alike protected, so all alike should bear the burden, in proportion to the interests secured.  [Cooley’s 
Constitutional Limitations, 6th Ed. 598, 607, 608, 615]” Rehearing, Brief for Appellants at 79, Pollock v. Farmers’ Loan 
and Trust Co., 158 U.S. 601 (1895) 

4.2.2 1920:  Eisner v. Macomber, 252 U.S. 189 (1920): Meaning of “income” 

“[I]t become essential to distinguish between what is and what is not ‘income,’ as the term is there used, and to apply the 
distinction, as cases arise, according to truth and substance, without regard to form.  Congress cannot by any definition it 
may adopt conclude the matter, since it cannot by legislation alter the Constitution, from which alone it derives its power to 
legislate, and within those limitations alone that power can be lawfully exercised.” 

4.3 Congressional intent 

4.3.1 44 Cong.Rec. 4006 (1909) 

“Mr. CUMMINS (Iowa).  Our people are separated into three classes:  The men who work, who are laying up out of their 
earnings provision for the future, and on whom the hand of the taxgatherer should be laid most lightly; the owners of land, 
the farmers and other landowners, whom it is universally acknowledged that it was the intention of the fathers of the 
Constitution to protect by the provisions regarding the apportionment of Direct Taxes; and the possessors of the stored-up 
wealth of the country, which is being invested in the corporations that are doing the business of the country.  And by the 
simple course of dropping out from this income-tax measure the parts that are unconstitutional under the decision of the 
Supreme Court, that are unjust according to the acknowledged judgment of all students of the income tax, that are incapable 
of enforcement within such a time as to relieve the deficiency that may be before us and by saving the tax upon the stored-
up wealth of the country invested in corporations, called an ‘excise,’ we shall have accomplished the great object of the 
income tax.” 

4.3.2 44 Cong.Rec.  4048 (1909) 

“Mr. NEWLANDS.  Now, what form of aggregations of capital have come under the just criticism of the country?  The 
great combinations of capital.  Has there been any complaint of the small corporations, of the commercial corporations, of 
business corporations, of the small manufacturing corporations?  There is no complaint regarding them.  The complaint is 
against the great combinations of capital in this country, and the abuses which exist today are the abuses which these great 
combinations of capital have originated and practiced. 

“Inasmuch as this measure has in view not only revenue, but publicity with a view to ending such abuses, why put the light 
of publicity upon these numberless small corporations of the country, overburdening the records, and so confusing the 
inquiry that we may not be able to discern the abuses of the great combinations themselves? 

“Our legislation, both with reference to revenue and publicity, should be concentrated upon those forms of wealth that have 
become most oppressive and upon those forms of wealth with reference to which the greatest abuses have existed; those 
forms of lawless wealth that have brought the law-abiding wealth of this country itself into discredit.” 

4.3.3 44 Cong.Rec. 4390 (1909) 

“Mr. PAYNE.  But if this Nation should ever be under the stress of great war, exhausting her resources, and the question of 
war now being a question as t6o which nation has the longest pocketbook, the greatest material resource in a great degree, I 
do not wish to be left, I do not wish this Nation to be left, without an opportunity to avail itself of every resource to provide 
an income adequate to the carrying on of that war. 



Sixteenth Amendment Congressional Debate Highlights  9

“I hope that if the Constitution is amended in this way the time will not come when the American people will ever want to 
enact an income tax except in time of war.” 

4.3.4 44 Cong.Rec.  4412 (1909) 

“Mr. HENRY of Texas.  From that day to this we have urged and pleaded for its [an income tax] adoption.  The Republican 
Party has scoffed at it and scorned to believe in it until lashed by public conscience.  In 1908 the Democracy [Democratic 
Party platform] pronounced in favor of such law and amendment.  We said: 

“We favor an income tax as part of our revenue system, and we urge the submission of a constitutional amendment 
specifically authorizing Congress to levy and collect tax upon individual and corporate incomes, to the end that wealth may 
bear its proportionate share of the burdens of the Federal Government. 

“We have no reached a point where an income tax seems an inevitable necessity.  The appropriations of the Federal 
government have become so great that the internal-revenue taxes and import duties no longer suffice…There is a shortage 
in that regard of more than $150,000,000 annually.  IN accordance with my judgment that amount should be laid upon the 
incomes of the country by the enactment of a genuine income-tax law.” 

4.3.5 44 Cong.Rec. 4414 (1909) 

“Mr. BARTLETT of Georgia.  Therefore the decision, [Pollock] in effect, puts the dollar of the millionaire beyond the pale 
of being equitably taxed according to his wealth, unless a constitutional amendment be invoked…However, there should be 
some method by which the untold wealth and riches of this Republic may be compelled to bear their just burdens of 
government and contribute an equitable share of their incomes to supply the Treasury with needed taxes. 

“As I see it, the fairest of all taxes is of this nature [a tax on gains, profits and unearned income], laid according to wealth, 
and its universal adoption would be a benign blessing to mankind.  The door is shut against it, and the people must continue 
to groan beneath the burdens of tariff taxes and robbery under the guise of law.” 

4.3.6 44 Cong.Rec. 4420 (1909) 

“Mr. HEFLIN.  An income tax seeks to reach the unearned wealth of the country and to make it pay its share.” 

4.3.7 44 Cong.Rec. 4423 (1909) 

“Mr. HEFLIN.  But sir, when you tax a man on his income it is because his property is productive.  He pays out of his 
abundance because he has got the abundance.  If to pay his income tax is a misfortune, it is because he has the misfortune to 
have the income upon which it is paid.” 

4.3.8 44 Cong.Rec. 4424 (1909) 

“Mr. COX.  It is not my intention to belittle wealth, but, on the other hand, I believe it should be the duty of all to uphold it 
where it is honestly procured.  The idea that men like Carnegie, now the holder of more than $300,000,000 worth of the 
bonds of the United States steel trust, escape federal taxation is indeed absurd…and then, to realize that all these enormous 
fortunes are escaping their just and proportionate share of taxation while the people themselves are staggering under our 
present system of indirect taxation, it is no wonder to me they cry for relief.  If it be the determination of the so-called 
“business interests’ in this country to maintain an enormous navy at a cost of hundreds of millions of dollars annually, as 
well as  an army, to protect and defend their various business interests, I insist that this part of the wealth of the country 
ought to stand its proportionate share of taxation, and I know of no way to compel them to do it as justly and equitably as 
an income tax. [Loud applause.]” 
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BuRLEIGH, and l'IIr. HAY managers at the conference on the 
part of the House. 

'.rhe message further requested the Senate to return to the 
House the bill (H. R. 1438) to provide reYenue, equalize duties, 
and encourage the industries of the United States, and for other 
purposes. 

T1IE CENSUS. 

The VICE-PRESIDENT laid before the Senate the action of 
the .House of Representatives disagreeing to the amendments of 
the Senate to the bill (H. R. 1033} to provide for the Thir
teenth and subsequent decennial censuses, and requesting a con
ference with the Senate on the disagreeing votes of the two 
Houses thereon. 

Mr. LA FOLLET'.rE. I move that the Senate insist upon its 
amendments, that it agree to the· request of the House for a 
conference, and that the Chair appoint the Senate conferees. 

The motion was agreed to; and the Vice-President appointed 
Mr. LA FoLLETTE. Mr. HALE, and Mr. BAILEY conferees on the 
part of the Senate. 

THE TARIFF. 

Mr . .ALDRICH. I ask that the message from the House of 
Representatives. relatiYe to the tarlfl: bill be laid. before the 
Senate. 

The VICE-PRESIDEJ.~. The Chair lays before the Senate 
a message.from· the. House of Representatives, which will be 
read. · 

The Secretary read as follows~ 
01·dered, That the Clerk he directed to requ~st the Senate t() return 

to the House the bill (H. R. 1438) to provide revenue, equalize duties, 
and encourage the industries of the United States, and !or other pur
poses .. 

'l'hat when said bill shall have been returned the Clerk shall re
cngross th~ same with the following amendment: 

"At the end of paragraph 637 of section 2 strikeout the period after 
the word ' refined' 11nd insert a comma and the words '·and the prod-
ucts thereof.' " , 

A.nd when the said reen_;rossment shall have been completed the said 
bill shall be returned to the Senate. 

Mr. ALDRICH. I move that the Senate comply with the re
quest o! the House of RepresentatiYes and return the bill 
referred to to that body. 

The motion was agreed to. . 
EXPENSES INCIDENT TO PRESENT SESSION. 

1\Ir. HALE~ I ask the Chair to lay before the Senate. House 
joint resolution No. 45. 

The joint resolution (H. J. Res .. 45) making appropriations 
for the payment of certain expenses incident to the first session 
of the Sixty-first Congress was read the first time by i.ts title 
and the second time at length, as follows: 

House joint resolution 45. ' 
Rcsol-ced, etc., That the following sums are hereby appropriated,. out 

of any money in the Treasury n<Jt otherwise appropriated, for purposes 
as follows: 

HOUSE OF REPRESENTATIVES. 

For stationery for- Members of the House of Representatives,. Dele· 
gatPs from Territories, and Resident Commissioners from Porto Rico and 
the Philippine Islands, at $125 each, $49,750. 

For the following employees from April 1 to June 30, 1900, inclusive: 
Forty-sb: pages (including 2 r-iding_ pages), 4 telephone pages, press· 
gailcry page, and 10 pages for duty at the entrances to the Hall of the 
House, at $2.50 per day each; 14 messengers in the post-office at $100 
per month each; and for 3 telephone operators, at $75 per month each; 
in all, $15,340. 

For services of 1 additional messenger in the post-office from March 1 
to June 30. 1809, inclusive, at $100 per month, $390. 

For folding speeches, $1,000. 

Mr. HALE. I ::tsk that the joint resolution be put on its 
passage. 

There being no objection, the joint resolution was considered 
as in Committee of the Whole. 

The joint resolution was reported to the Senate without 
amendment, ordered to a third reading, read the third time, and 
passed. 

PROPOSED INCOME TAX. 

Mr. BAILEY. l\Ir. President, I offer an amendment which at 
the proper time I intend to propose to the tariff bill. I offer it 
this far in adnmce of the consideration and amendment of that 
bill because I desire to invite every Senator who feels interested 
in tile subject to make any suggestion or to propose any amend
ment to it which in his judgment may seem proper. 

'iVith the permission of the Senate and occupying but a roo· 
-ment, I desire to say that the amendment is, in the main, the 
same ns the law of 1894 with some important and some imma
terial exceptions. Perhaps the most important exception is that 
I have raised the exemption from 84,000, as provided in the old 
net, to $5,000 in ·this :unendment; and I I1ave sought to supply 
what might have been a loss of revenue resulting from that 

change by increasing the rate of taxation from 2 per cent as 
specified in the old act, to 3 per cent, as provided in this am~nd
nwnt. I have no doubt that 3 per cent on incomes above $5 000 
will raise much more revenue than 2 per cent on incomes above 
$4,000 would provide. 

I have also responded to the rmanimous decision of the Su
preme Court of the United States that Congress has no power 
to Jevy a tax upon the incomes derived from state, county, and 
municipal securities, and I have specifically exempted them. I 
regarded it as unfortunate when the. old act was passed that 
they were then included. I thought it certain, then. that the 
court would decide-and I think that the court ought to have 
decided-that part of the old act rmconstitutionaL · 

In the early days of the Republic that court,. In a decision, 
announeed by its. most illustrious member, declared th_at States, 
counties, and municipalities could not levy a tax upon Federal 
obligations, holding that to permit it would be equivalent to a 
permission for the States to lay a tax. upon the operations 
and the instrumentalities of the Federal Government. I have 
always believed that decision wise and just; and if it is, 
then it necessarily follows that its reasoning applies with equal 
force against a federal tax upon the operations or instrumental
ities of the States- and their subdivisions. But even if I doubted 
that, I would have conformed the amendment to what was the 
unanimous judgment of the court. 

I want to say, however, and perhaps it is due to the Senate 
and to the country that I should say here and now, that this far, 
and only this far, have· I drawn this amendment for the purpose 
of meeting that decision. Except in that respect, no effort has 
been made to meet the requirements as rumounced in that judg
ment of the court. In all other respects, instead of trying to 
conform the amendment t() the decision of the court, the amend
ment distinctly challenges that decision. I do not believe that 
that opinion is a correct interpretation of the Constitution, and! 
feel confident that an overwhelming majority of the best legal 
OJ}inion in this Republic believes that it was erroneous. With 
this thought in my mind,. and remembering that the decision 
was by a bare majority, and that the. decision itself overruled 
the decisions of a hundred. years, I do not think it improper for 
the American O:mgress to submit the question to the reconsider
ation of that great tribunaL . 

The administrative provisions. of the an1endment are largely 
a reprint of the administrative features of the old act. 

At the proper time, whieh is not now, I shall lay before the Sen
ate such reasons as occur to me in the support of this amendment. 
But I will say now-and it can not violate the proprieties of 
this occasion for me to say that much-that I do n-ot offer this 
income--tax amendment simply because I desire to tax prosper
ous people. I regard all taxation as a necessary evil. I regard 
every tax as a burden, whether it be laid directly at so many 
mills on every dollar's worth of property, or whether it be laid. 
indirectly, at such a per cent on every imported article. I re-
gard every tax as a subtraction to that extent from either the 
comfort or the earnings of every man who must pay it, and if 
it were notnecessary to levy and collect taxes in order to sup
port the Government I would not myself propose or advocate a 
tax on any man. 

But knowing, as we all do know, that it is necessary for the 
Gov-ernment to raise a vast sum of money to support its admin
istration, my judgment is that a large part of that money ought 
to be raised from the abundant incomes of prosperous people 
rather than from the backs and appetites of people who, when 
doing their best, do none too well. 

I believe, myself, that there never was, and that there never 
will be, a juster or wiser tax devised than an incflme tax. I be
lieve it is the only tax ever yet devised by the statesmen of 
the world that rises and falls with a man's ability to pay it. 

The people who have incomes subject to tax under this 
amendment can not complain that we unduly burden them. The 
exemption of $5,000 leayes the man with an income of $10,000 to 
contribute, under the provisions of this amendment, only $150 
to support the General Government; and surely a man whose 
abounding prosperity nets him an income of $10,000 a year may 
be fairly asked to contribute the moderate smn of $1GO to the 
expenditures of this great Government. 

:Mr. President, I am tempted, but I shall not yield to the temp
tation, to present some reasons why I think that the court, 
upon a reconsideration of this question, will adjudge a)l income 
tax a constitutional exercise of power by Congress. That temp
tation addresses itself to me because I would like to have it so 
ordered that when we come to consider the question we could 
consider it upon its merits as an economic proposition apart 
from the legal perplexities. But to enter upon that would 
occupy very much more time than the Senate has the patience 
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at this time to nccord, nnd I will wait for some more suitable 
occasion. 

'l'lle YICE-PRESIDE:NT. Will the Senator from Texas in
dicate what disposition he would like to have made of the 
amendment? 
. l\Ir. BAILEY. I should lilm to have the amendment printed 
and lie on the table. 

The VICE-PRESIDENT. If there be no objection, that order 
will be made. Ko objection is heard. 

l\Ir. BACON. I would like to ask the Senator from Texas 
if he will not amend ·his suggestion to the extent of having 
the amendment printed in the RECORD? · 

Mr. BAILEY. Mr. President, I did not think it altogether 
modest to suggest that I was submitting a proposition worthy 
.to place in the ltECORD, but I would not object to it if the 
Senator from Georgia desit'es to make that request. 

Mr. BACON. i hope that will be done. 
The YICE-PHESIDEN'r. Does the Senator from Georgia 

make the request? The Senator from Texas does not so modify 
his request, the Chair understands. 

l\Ir. BACON. I make it, if the Senator from Texas does not. 
The VICE-PRESIDENT. Is there objection to the request 

of the Senator from Georgia that the amendment be printed in 
the RECORD? 

'l'here being no objection, the amendment was ordered to be 
printed in the RECORD, as follows: 
Amendment Intended to be proposed by Jlfr. BAILEY to the bill (II. R. 

14.38) to provide I"evenue, equalize duties, and encourage the Industries 
of the United States, und for other purposes, viz: Insert the fol
lowing: 
SEc. -. That from and after the 1st day of January, 1910, there shall 

be assessed, levied, collected, and J?aid annually upon the gains, profits, 
·and Income received in the prccedmg calendar year by every citizen of 
the United States, whether residing at home or abroad, and by every 
person residin~ In the United States, though not a citizen thereof, a tax 
of 3 per cent on the amount so received over and above $5.000; and a 
like tax shall be assessed, levied, collected, and paid annually upon th_e 
gains profits ·and income from all property owned and of every buSI· 
ness 'trade oi· profession <'arried on In the United Stutes by persons re· 
sldtr:g else,vbere. 'l'be tax. herein provided for shall be assessed by the 
.Commissioner of Internal Revenue anJ collected and paid upon the 
.gains, profits, and income for ~he year e_nding the 3~st of. December 
next preceding the time for levying, _collectu;tg. and payi_ng sa1d ta;x. 

SEc.-. Such gains, profitR, and mcome mclude all mterest received 
upon noteR, bonds, and all other forms of lnd~btedness, exc~pt .the obi!· 
gations of the United States. States, countres, towns. d1stncts, and 
municipalities; profits realized within the year from the sales of real 
estate purchased within two years previous to the close ~f the year for 
which the income is estimated; the amount of all premmms on bon.ds, 
notes, or con pons; the amount received from the sale of merclmnd1se, 
live stock sugar cotton wool, butter, cheese, pork, beef, mutton, or 
other mea'ts, hay: grain, 'v~gefables •. or other produ~ts ; money an~ the 
value of all property acqmred by gift, be_quest, dense, or descent , and 
all other gains, profits, anq incom~ denved froip. any other kmd of 
property, or from rents, dividends, mterest. sal~r1es, or from any pro
fession. trade, business, employment. or vocatio,n. C\'ri'Ied on In the 
Uniterl States or els~where: l'rocirled, llo1cever, 'lha.t 1t shall be pr01!er 
to deduct from such gains, profits, and income all expenses actually m
curred in carrying on any busines~. occupation, or professio~. including 
the amounts actually expended in the purcha~e or pro?uctron of mer
chandise. live stock, and products of ev.ery lnnd; all mterest, due or 
paid within the :vcar, on existin::: indebtedness, and all national, state, 
county, town, dis'trict, and municipal taxes, not.lncludi~g those assessed 
u~ainst local !JenefitR; all losses actually sustamed durmg the year, ln
c~rrerl in trade or urisi-Ig from fires, storms, or shipwreck, and not com
pensated for by insurance or otherwise; all debts ascertained to be 
worthless. and all losses within the year on sales of real estate pur
chaRed within two ~·ears previous to the year for which profits, gains, 
or income is estimntc<l, llnt no deduction shall be made for any amount 
paid out for new buildings, permanent improvements, or betterments, 
made to increase the value of any property or estate; the amount re
ceived from any corporation, company, or association as dividends upon 
the stock of such corporation, company, or association if the tax of 3 
per cent has been paid upon its net P!Ofits by said. corporation, com
pany or association ns required by this act: Prov1ded further. 'l'hat 
only 'one deduction of $i3,000 shall be made from the aggregate income 
of all the members of any familY composed of one or both parents and 
one or more minor children. or bnsband and wife, but guardians shall 
he allowed to make a deduction in favor of each and every ward, except 
where two or more wards nrc comprised in one family and have joint 
propert~· interests, when the ag;;regate deduction in their favor shall 
not exceed $ri,OOO. 

SEC.-. It shall be the duty of all persons of lawful age having an 
income of mor<~ tbnn ~G.OOO for the taxable year, computed on the basis 
herein prescribed, 1 o mal;~ and render a list return, on or before the 
second ~Ionday in March, ln snell form and manner as may be directed 
bv tbe Commissioner of Internal Hevenue, with the approval of the 
Secretarv of the Tren~ury. to the collector .or a deputy collector of the 
district in which they reside, of the amount of their gains, profits, and 
income as aforesaid ; ~nd all p;uardians and trustees, executors, admin
istrators, agents, rPcciyer~. aud all persons or corporations acting in 
any fiduciary capacitv, shall make and render a list or return, as afore
said, to. the collector· or n deputy collector of the district in which such 
person or corporation actin" in a fiduciary capacity resides or does busi
ness. of the amount of gains, profits, and income of any minor· or per
son .for whom they act, but persons having less than $5.000 income are 
not ~equircd to make such report; and the collector or deputy collector 
shall require every list or return to be verified by the oath or affirma
tion of the party rendering it, and may Increase the_ amount of any list 
or return if he has reason to believe that the same IS understated; and 
In case any such person having a taxable income shall neglect or refuse 
to make and render such list or return, or shall render a willfully false 

or fraudulent list or return, It shall be the duty of the collector or 
deputy collector to make such list, according to tho best Information he 
can obtain, by the examination of such person, or any othEr evidence, 
and to add 50 per cent as a penalty to the amount of the tax due on 
such list In all cases of willful neglect or refusal to make and render a 
list or return ; and In all cases of a w!llfully false or fraudulent list or 
return lin vlng been rendered to add 100 per cent as a• penalty to the 
amount of tax ascertained to be due, the tax and the additions thereto 
as a penalty to be assessed and collected In the manner provided for In 
other case> of willful neglect or refusal to render a list or return, or of 
rendering a false or fraudulent return: Provided, That any _person! or 
corporation, In his, her, or Its own behalf, or as such fidli.c!~ shal be 
permitted to declare, under oath or affirmation, the form and manner 
of which shall be prescribed by the Commissioner of Internal Revenue, 
with the approval of the Secretary of the 'l'reusury, that he, she, or his 
or her, or its ward or beneficiary, was not possessed of an Income of 
$5,000, liable to be assessed according t.J the provisions of this act; or 
may declar2 that he, she, or it, or his, her, or Its ward or beneficiary 
bas been assessed and has paid an income tax elsewhere in the same 
year, under autlior!ty of the United States, upon all Ills, her, or itg 
gains, profits, and Income, and upon all the gains, profits, and Income 
for whl<'h he, she, or it is liable as such fiduciary, as prescribed by law; 
and if the collector or deputy collector shall be satisfied of the truth of 
the declaration, such person or corporation shall thereupon be exempt 
from Income tax in the said district for that year; or if the list or 
return of any person or corporation, company, or association shall have 
been !ncreased by the collecto~· or deputy. collector, such person or cor
poratiOn, company, or as~oclatwn may be permitted to prove the amount 
of gains, profits, and income liable to be assessed; but such proof shall 
!'Ot be considered as conclusive of the facts, and no deductions claimed 
m such cases shall be made or allowed until approved by the- collector 
o~· deputy collector. Any person or company, corporation, or association 
dissatisfied with the decision of the deputy collector in such cases may 
appeal to the collector of the district, and his decision thereon, unless 
re>ersed hy the Commissioner of Internal nevenue, shall be final. If 
d_issutist1cd -;-.·ith the decision of the collector such person or corpora
tiOn. company, or association may. submit the case, with all the papers, 
to the Commissioner of Internal Revenue for his decision, and may fur
nish the testimony of witnesses to prove any relevant facts, having 
served notice to that effect upon the Commissioner· of Internal Revenue, 
as _herein prescribed. Such notice shall state the time and place nt 
wlucb, and the officer i:>efore whom, the testimony will be taken ; the 
name, a:::e, residence, and business of the prop"osed witness, with the 
questions to be propounded to the witness, or a brief statement of the 
substance of the testimony he is expected to give: Provided, That the 
Government may at the same time and place take testimony upon like 
notice to rebut ~he testimony of .the witnesses examined by the person 
taxed. The notice shall be delivered or mailed to the Commissioner of 
Internal Heven'le fifteen days previous to the day fixed for taking the 
testimony, in which to .give, should lie so desire, instructions as to the 
cross-examination of the proposed witness. Whenever practicable the 
nffidavit or depo~ition shall be taken before a collector or deputy .col
lector of internal revenue, in which case reasonable notice shall be given 
to the collector or deputy collector of_ the time fixed for taking the 
deposition or affidavit:. Provided (11rther, That no penalty shall he as
sessed npon miy person or corporation, cm;npany, or association for such 
neglect or refusal or for makmg or rendermg a willfully false or fraudu
lent return, except after reasonable notice of the time and place of bear
i~g, to be prescribed by the Commissioner of Internal Revenue, so as to 
give the person charged an opportunity to be heard. . 

SEC. -. There shall be assessed, levied, and collected except as herein 
otherwise provided, a tax . of 3 per cent annually on the net gains 
profits, and income over and above $5,000 of all banks banking lnsti: 
tutions, trust companies, saving Institutions, fire, marine' life and other 
Insurance companies, railroad, canal, turnpike, canal navigation, slack 
water"' telephone, telegraph, express, electric light, gas, water, street 
railway companies, and all other corporations, companies, or associa
tions doing business for profit in the United States, no matter how 
created and organized, but not Including partnerships. It shall be the 
duty of the president or other chief officer of every corporation, com
pany, or association, or in the case of any foreign corporation, company, 
or assoclailon, the resident manager or agent thereof, to file with the 
collector of the internal-revenue district in which said corporation, com
pany, or association shall be located or be engu:::ed in business, a state
ment verified by his oath or affirmation, in such form as shall be pre
scribed by the Commissioner of Internal Revenue, with the approval of 
the Secretary of the Treasury, showing the amount of net profits or 
Income received by said corporation, company, or association during the 
whole calendar year last preceding the date of filing said statement as 
hereinafter required, and the corporation, company, or association 
whose officers or agents shall fall to comply with the requirements of 
this section shall forfeit as a penalty the sum of $1,000 and 2 per cent 
on the amount of taxes due, for each month until the same is paid, the 
payment of said penalty to be enforced as provided In other cases of 
neglect and refusal to make return of taxes under the Internal-revenue 
~~- . 

The net gains, profits, and Income of all corporations, companies, or 
associations shall include the amounts paid to shareholders, or carried 
to the account of any fund, or used for construction, enlargement of 
plant or any other expenditure or investment paid from the net annual 
profit's made or acquired by said corporations, companies, or associa
tions. But nothing herein contained shall apply to Stutes, counties, 
or municipalities: nor to corporations, companies, or associations or
ganized and conducted solel:v for ch.aritablc,_ r~ligious. or educational 
purposes, including fraternal beneficiary soc1e~J~s, orders, or associa
tions operating upon the lodge syst~m nnd prondmg for the payment of 
life, sick, accident, and other benefits to the members of such societies, 
orders or associations and dependents of such members; nor to the 
stocks' shares, funds, or securities held by any fiduciary or trustee for· 
charitable religious, or educ:Jtional purposes; nor to building and loan 
assoclatio~s or companies which make loans only to their shareholders; 
no~· to such savings banks, savings institutions. or societies as shall, 
first have no stockholders or members except depositors and no capital 
except deposits; secondly, shall not receive deposits to an aggregate 
am-ount, in any one year, of more than $1,000 from the same depositor; 
thirdly, shall not allow an accumulation or total of deposits, by any one 
depositor, exceeding $10,000; fourthly, shall actually divide and dis
tribute to its depositors, ratably to deposits, nil the earnings over the 
necessary and proper expenses of such bani<. institution, or society, ex
cept such ns shall be applied to surplus; fifthly, shall not possess, In any 
form, a surplus fund exceeding 10 peL' cent of its ·aggregate deposits; 
nor to such savings banks, savings institutions, ·or societies composed of 
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members who do not participate in the profits thereof and which pay in· 
terest or dividends only to their depositors; nor to that part of the bus!· 
ness of any savings l>ank, institution, or other similar association having 
a capital stock, that is conducted on the mutual plan solely for the bene· 
fit of Its depositors on snch plan, and which shall keep its accounts of 
its business conducted on such mutual plan separate and apart from its 
other accounts. · 

Nor to any ·Jnsuranca company or association which conducts all Its 
business solely upon the mutual plan, and onl;v: for the benefi.t of its 
policy holders or members, and having no capital stock and no stock 
or share holders, and holding all its property in trust and in reserve 
for its policy holders or members ; nor to that part of the business of 
·any insurance company having a capital stock and stock and share 
holders, wblch is conducted on the mutual plan, separate from Its stock 
plan of Insurance, and solely for the benefit of the policy holders and 
members insured on said mutual plan, and holding all the property 

. belonging to and derived from said mutual part of its business it1 trust 
and reserve for the benefit of its policy holders and members Insured 
on said mutual plan. All State, county, municipal, and town taxes 
paid by corporations, companies, or associations shall bG Included in 
the operating and business expenses of such corporations, companies, or 
associations. · 

SEc. 7. That there shall be levied, collected, and paid on all salaries 
of officara, or payments for services to persons in the civil, military, 
naval, or othet· employment or service of the United States, Including 
Senators and Representatives and Delegates In Congress, when ex· 
ceeding the rate of $4,000 per annum, a tax of 2 per cent on the excess 
above the said $4,000 ; and it shall be the duty of all paymasters and 
·au disbursing officers under the Government of the United States, or 
·persons In the employ thereof, when mnkinl?' any payment to any officers 
or persons as aforesaid, whose compensatiOn Is determined by a fixed 
salary, or upon settling or adjusting the accounts of such officers or 
persons, to deduct and withhold the aforesaid tax of 2 per cent; and 
the pay roll, receipts, or account of officers or persons paying such 
tax as aforesaid shall be made to exhibit the fact of such payment. 
And it shall be the duty of the accounting officers of the '.rreasury 
Department, when auditing the accounts of any paymaster or disburs· 
lng officer, or any officer withholding his salary from moneys received 
by him, or when settling or adjusting the accounts of any such officer, 
to require evidence that the taxes mentioned in this section have been 
deducted and paid over to the Treasurer of the United States, or other 
officer authorized to receive the same. Every corporation which pays 
to any employee a salary or compensation exceeding $4,000 per annum 
shall report the same to the collector or deputy collector of his dis· 
trlct and said employee shall pay thereon, subject to the exemptions 
herein provided for, the tax of 2 per cent on the excess of his salary 
over $4,000 : Provided, That salaries due to state, county of municipal 
officers shall be exempt from the income tax herein levied. 

SEc. 10. It shall be the duty of every corporation, company, or asso· 
elation doing business for profit to keep full, regular, and accurate 
books of account, upon which all its transactions shall be entered from 
day to day, in ·regular order, and whenever a collector or deputy col
lector of the district in which any corporation, company, or association 
is assessable shall believe that a· true and correct return of the income 
of such corporation, company, or association bas not been made, he shall 
make an affidavit of such belief and of the grounds on which .It Is 
founded and file the same with the Commissioner of Internal Revenue, 
and. -if said commissioner shall, on examination thereof, and after full 
hearing upon notice given to all parties, conclude there is good ground 
for such belief be shall issue a request In writing to such corporation, 
company, or association to permit an inspection of the books of such 
corporation, company, or association to be made; and If such corpora
tion, company, or association shall refuse to comply with such request, 
then the collector or deputy collector of the district shall make from 
such information as he can obtain an estimate of the amount of such 
income and then sdd 50 per cent thereto, which said assessment so made 
shall then be the lawful assessment of such income. · · 

SEC. ·-. Every corporation, company, or association doing business 
for profit shall make and render to the collector of· its collection dis· 
trict, on or before the first :Monday of :March in every year, beginning 
with the year 1895, a full return, verified by oath or affirmation, in 
such form as the Commissioner of Internal Revenue may prescribe, of 
all the following matters for the whole calendar year last preceding. 
·the date of such retmn : 

First. The gross profits of such corporation, company, or associa· 
tion, from all kinds of business of every name and nature. 

Second. The expenses of such corporation, company, or association, 
exclusiYe of interest, annuities, and di>idends. 

'£bird. '!'he net profits of such corporation, company, or association, 
without allowance for interest, annuities, or dividends. 

Fourth. The amount paid on account of interest, annuities, and 
dividends, stated separately. · 

Fifth. The amount paid In salaries of $4,000 or less to each person 
employed. 
· Sixth. The amount paid in salaries of more than $4,000 to each 
·person employed and the name and address of each of such persons 
and the amount paid to each. 

SEC.-. The taxes on gains, profits, and incomes herein imposed shall 
be due and payable on or before the 1st day of .July in each year; and 
to any sum or sums annually due and unpaid after the 1st day of July 
as aforesaid, and for ten days after notice and demand thereof by the 
collector, there shall be levied, in addition thereto, the sum of 5 per 
ceut on the amount of taxes unpaid, and Interest at the rate of 1 per 
cent per month upon said tax from the time the same becomes due, as a 
penalty, except from the estates of deceased, insane, or Insolvent persons. 

SJ,c. 5. Any nonresident may receive the benefit of the exemptions 
!Jereiuhefore provided for by filing with the deputy collector of any 
district a true list of all his property and sources of income In the 
United States and complying with the provisions of section -- of this 
.act as if a resident. In computing income be shall include all income 
from every source, but unless he be a citizen of the United States he 
shall only pay on that part of the income which is derived from any 

· somce in the United States. In case sucb nonresident fails to file such 
statement, the collector of each district shall collect the tax on the 
income derived from property situated In his district, subject to income 
tax, making no allowance for exemptions, and all property belonging to 
such nonresident shall be liable to distraint for tax: P1"ovided, That non· 
resident corporations shall be subject 1to the same laws as to tax as 
resident corporations, and the collection of the tax shall be made In the 

·same manner as provided for collections of taxes against nonresident 
persons. 

SEc. 11. It shall be the duty of every collector of internal revenue. 
to "\Y1~ol.! any payment of any taxes Is made under the provisions of 

this act, to give to th~ person making such payment a full written 
or printed receipt, expressing the amount paid and the particular 
account for which such payment was made· and whenever such pay
ment Is made such collector shall, if required, give a separate receipt 
for each tax paid by any debtor, on account of payments made to or 
to be made by him to separate creditors in such form that such debtor 
can conveniently produce the same separately to his several creditors 
In satisfaction of their respective demands to the amounts spec11led 
in such receipts; and such receipts shall be sufficient evidence In favor · . 
of such debtor, to justify him In withholding the amount therein ex- ., . 
pressed from his next payment to his creditor; but such creditor may, ·:; 
upon giving to his debtor a full written receipt, acknowledging the "' 
payment to him of whatever sum may be actually paid, and accept
Ing the amount of tax paid as aforesaid (specifying the same) .as a 
further satisfaction or the debt to that amount, require the surrender 
to him of such collector's receipt. . . . . 

SEC;-. Sections 3167, 3172J 3173, and 3176 of the Revised Statutes 
of the United States as amenaed are hereby amended so.as to rend as· 
~-: . . . . . 

"Srnc. 3167. It shall be unlawful for any collector, deputY collector, 
agent, clerk, or other officer or employee of the United ·states to divulge 
or to make known in any manner whatever not provided by law to any 
person the operations, style of work, or apparatus of ·any manufacturer 
or producer visited by him In the discharge of his oftlclal duttes, 01; the 
amount or source of Income, profits, losses, expenditures, or any partie· 
ular thereof, set forth or disclosed in any income return by any person 
or corporation, or to permit any Income return or copy thereof or any 
book containing any abstract or particulars thereof, to be seen or ex
amined by any person exce12t as ·provided by law; and It shall be un
lawful for any person to prmt or publish In any manner whatever not 
provided by law, any Income return or any part thereof or the amount 
or source of Income, profits, losses, or expenditures appearing in any 
Income return ; and any offense against the toregolnll provision shall be 
a misdemeanor and be punished by a fine not exceedmg $1,000 or by im· 
prisonment not exceedmg one year, or both, at the discretion of the 
court; and If the offender be an officer or employee of the United States, 
he shall be dismissed from office and be incapable thereafter of h<lldlng 
any office under the Government. 
· " SEC. 3172. Every collector shall, from time to time, cause his 
deputies to proceed through every part of his district and inquire after 
and concerning all persons therein who are liable to pay any Internal
revenue tax, and all persons owning or having the care and manage
ment of any objects liable to pay any tax, and to make a list of such 
persons and enumerate said objects. 

" SEc. 3173. It shall be the duty of any person, partnership, firm, 
association, or corporation, made liable to any duty, special tax, or 
other tax imposed by Ia w, when not otherwise provided for, in case of 
a special tax, on or before the 31st day of July in each year, In case 
of Income tax on or before· the first Monday of :March jn each year, 
and in other cases before the day on which the taxes accrue, to make 
a list or return, verified by oath or affirmation, to the collector or. a 
deputy collector of the district where located, of the articles or objects, 
including the amount of annual income, charged with a duty or tax, 
the quantity of goods, wares, and merchandise made or sold, and charged 
with a tax, the several rates and aggregate amount, according to the 
forms and regulations to be prescribed by the Commissioner of In
ternal Revenue, with the approval of the Secretary of the Treasury, 
for which such person, partnership, firm, association, or corporation 
is liable: .Provided, '£hat if any person liable to pay any duty or tax, 
or owning, possessmg, or having the care or management of property, 
goods, wares, and merchandise, articles or objects liable to pay any 
duty, tax. or license, shall fail to make and exhibit a list or return 
.required by law, but shall consent to disclose the particulars of any 
and all the property, goods, wares, and merchandise, articles and ob· 
jects liable to pay any duty or tax, or any business or occupation liable 
to pay any tax as aforesaid, then, and in that case, it shall be the 
duty of the collector or deputy collector to make such list or return, 
which, being distinctly read, consented to, and signed and verified by 
oath or affirmation by the person so owning, possessing, or having 
the care and management as aforesaid, may be received as the list of 
such person: Provided {!lrtltcr, That in case no annual list or return 
bas been rendered by such person to the collector or deputy collector 
as required by law, and the person shall be absent from his or her 
residence or place of business at the time the collector or a deputy 
collector shall call for the annual list or return, it shall De the duty 
of snch collector or deputy collector to len>e at such place of res!· 
dcnce or business, with some one of suitable age and discretion, if such 
be present, otherwise to deposit in the nearest post-office a note or 
memorandum addressed to such person, requiring him or her to render 
to such collector or deputy collector the list or return required by 
law, within ten days from the date of such note or memorandum, veri· 
tied by oath or affirmation. And if any person on being notified or 
required as aforesaid shall refuse or neglect to render such list or 
return within the time required ns aforesaid, or whenever any person 
who Is required to deliver a monthly or other return of objects subject 
to tax fails to do so at the time required, or delivers any return which, 
in the opinion of the collector, is false or fraudulent, or contains any 
underYaluation ot• understatement. it shall be lawful for the collector 
to summon such person, or any other person having possession, custody, 
or care of books of account containing entries relating to the business 
of such person, or any other person he may deem proper, to ap11ear 
before him and produce such books, at a time and place named in the 
summons, and to give testimony or answer interrogatories, under oath, 
respecting any objects liable to tax or the retm·ns thereof. 'l.'be col· 
lector may summon any person residing or found within the State 
in which his district lies; and when the person intended to l>e sum
moned does not reside and can not be found within such State, he may 
enter any collection district where such person may be found, and there 
make the examination herein authorized. And to this end he may there 
exercise all the authority which he might lawfully exercise In the dis· 
trict for which be was commissioned. · 

" SEc. 3176. When any person, corporation, companv, or association 
refuses or neglects to render any return or list reqtiired by law, or 
renders a false or fraudulent return or list, the collector or any deputy 
collector shall make, according to the best information which ho can 
obtain, including that derived from the evidence elicited by the t'Xnmina
tion of the collector, and on his own view and Information, such list 
or. return, according to the form prescribed, of the Income, pt•operty, 
and objects liable to tax owned or pos.sessed or under the car·~ or 
manag-ement of such petson, or corporation, company, or associat1on; 
and the Commissioner of Internal Revenue shall assess all taxes not 
paid by stamps, Including the amount, if any, due tor speclai tax, 



1420 CONGRESSIONAL RECORD-SENATE. APRIL 21, 

Mr. GALLINGER. I am always delighted to be associated 
with the Senator in any good work, but I think the Senator 
had better introduce a separate resolution for that purpose. 

Mr. TILLliiAN. Of course, if the Senator from New Hamp
shire objects to including South Carolina in a good work-and 
he says this is a good work-! shall not intrude on him. 

Mr. GALLINGER. I think the Senator had better introduce 
a separate resolution. 

The VICE-PRESIDENT. Is there objection to the present 
consideration of the resolution submitted by the Senator from 
New Hampshire? 

Mr. SMITH of Michigan. I should like to ask that the reso-
lution be read again. . 

The VICE-PRESIDENT. Without objection, the Secretary 
will again read the resolution. 

Mr. GALLINGER. Before it is read, I desire to modify it 
so as to insert "and the date of his or her appointment." 

Mr. WARREN. l\fay I ask the Senator from New Hampshire 
if we have anything in print now that purports to give the 
names and residences of the employees from all the States? 

l\Ir. GALLINGER. Not that I am aware of, so far as the 
classified service is concerned. 

Mr. WARREN. There is no general publication? 
1\Ir. GALLINGER. None, so far as the classififi)d senice is 

concerned, I think. 
The VICE-PRESIDENT. The Secretary will read the reso

lution as modified. 
The Secretary read the resolution as modified, as follows: 

. Resolved, That the Civil Service Commission is hereby directed to 
communicate to the Senate, at the earliest practicable day, a list 
·of the names of those now in the service charged to the State of New 
Hampshire, including the city or town and the county IYhich each 
clerk or other employee claims as his or her residence, and the date 
of his or her appointment; also a statement as to the number to which 
·said State is entitled under the provisions of the civil-service law. 

The VICE-PRESIDENT. Is there objection to the present 
consideration of the resolution? 

The resolution was considered by unanimous consent, and 
agreed to. 

PROPOSED INCOME TAX. 
Mr. CUl\fl\IINS. l\fr. President, I desire to present an amend

ment to the pending tariff bill, and after it has been stated, 
I ask the indulgence of the Senate for a few moments in re
spect to it. 

The· VICE-PRESIDENT. The Secretary will state the pro
posed amendment. 

The SECRETARY. An amendment providing for fixing duties 
on certain incomes. 

The VICE-PRESIDENT. The amendment will be printed. 
Does the Senator prefer to have it referred to the committee, 
or to lie on the table? 

l\Ir. CUMMINS. Let it lie on the table. 
The VICE-PRESIDENT. The amendment will lie on the 

table. 
1\fr. LA FOLLETTE. I should like 'the Senator from Iowa 

to request, or if I may properly do so I request, that the pro
posed amendment be printed in the RECORD. 

The \'ICE-PRESIDENT. Is there objection to the request 
of the Senator from Wisconsin that the amendment be printed 
in the RECORD? 

There being no objection, the amendment was ordered to be 
printed in the RECORD, as follows: 

Amendment intended to be proposed by Mr. CUMMINS to the bill 
(II. R. 1438) to proYide revenue, equalize duties, and encourage the 
Industries of the United States, and for other purposes, viz: Insert the 
following: 

SEC. -. That for the calendar year 1909, and for each calendar year 
thel'eafter, duties shall be assessed, levied, collected, and paid upon the 
incomes herein specified received in such calendar year by every citizen 
of the United States, whether residing at home or abroad, and by every 
other person as to an income recei\'ed from any property, business, 
trade occupation, profession, or employment, situated or carried on 
withih the l:nited States. The dutiable incomes shall be those in excess 
of ~5 000 and from every such dutiable income the sum of :;:5,000 shall 
be deducted in order to ascertain the ,amount upon which the dt!tY shall 
be assessed. levied, and collect~d. _'Ihe :ate of duty upon _duti:;tllle Ill
comes shall be as follo\\"s, to wit: Upo':l mcomes not exceedmg ::;10,000, 
2 per cent; upon incomes not exceedmg $20,00<:J, 2~ per cent; UI?On 
Incomes not exceeding ~40,000, 3 per cent; upon mcomes not exceedmg 
$60,000, 3~ per cent; upo!l inc.omes not ~xceeding $80,000, 4 per cent; 
upon incomes not exceedmg $100,000, tJ per cent; upon all mcomes 
exceeding $100,000, G per cent. 

SEC. -. That the Incomes "pon which the duties herelnbef?re specified 
are to be assessed and levied shall be incomes received durmg the cal
endar year and derived as follows, to wit : 

First. Salaries, wages1 or compensation for personal l,abor or se~vice 
of whatever kind and m whate>er form paid or recmved: Provulcd, 
That there shall be excluded the com1>ensation of the existing President 
of the United States during the term for which he has been elected, 
nnd of the judges of the supreme and inferior courts of the United 
States now In office; and there shall be also excluded the salaries and 
compensation of· all officers and employees of a State or any political 
subdivision thereof. 

Second. Earnings In any profession, after deducting the expense 
actually Incurred In conducting such profession. 

'Third. The gains or profits of any trade, vocation, or business. . 
Fourth. The gains or profits of all sales or dealings In property, 

whether real or personal, provided that the gains and profits from sales 
of real estate purchased more than two years prior to the close of the 
year for which the income Is being ascertained shall not be Included. 

Fifth. Any other gains or profits growing out of the ownership of or 
Interest In real or personal property, or the transaction of any lawful 
business carried on for gain or profit. 

Sixth. The amount received as dividends upon corporate· stocks, to
gether with the proportionate share of the undivided profits of corpora
tions issuing such stocks, the amount received ns Interest upon bonds, 
obli~ations, or other evidences of Indebtedness: Provided, That Interest 
upon the bonds or other obligations of a State or any political sub
division thereof, and Interest upon the bonds or obligations of the 
United States, exempt by their terms from taxation, shall not be .in
cluded. 

SEc. -. That Incomes or parts of Incomes derived from any business, 
trade vocation or profession carried on wholly within a foreign coun
try, or derived 'from property situated in a foreign country, shall not be 
Included In the return hereinafter required. 

SEC. -. That it shall be the duty of every person of lawful age hav-·· 
ing an income of more than $5,000, computed upon the basis herein 
prescribed, for the year 1909 and for each year thereafter, to m.ake and 
render a return· on or before the first Monday of l\Iarch, 1910, and on 
or before the first Monday of March of each year thereafter, in such 
form and manner as may be directed by the Commissioner of Internal 
nevenue and approved by the Secretary of the Treasm·y, to the col
lector or deputy collector of the district in which he or she resides, of 
the amount of his or her income computed as aforesaid; and every 
guardian trustee, executor, administrator, agent, receiver, and every 
person o~ corporation acting in any fiduciary capacity shall make and 
render a return as aforesaid, to the collector or deJ,>uty collector of the 
district in which such person or corporation acting .m a fiduciary capac
ity resides or doGs business, of the a~ount of the mcOJ:IOIC of a'!~ mmor 
or person for whom they act whose .mcome exceeds $a,OOO. ~he col
lector or deputy collector shall reqmre every .retu.rn !o .be ver1fie!! b;Y 
the oath or affirmation of the person rendermg It,_ If I.t ]>e an mdi
vidual or the proper officer or officei'S of a corporatiOn, If It be a cor
poration. If the said collector or deputy col!ccto!' has reason to be· 
lie'e that any return u!lderstates the income the_rem reporte<;~, he may 
increase the amount subject to the appeal heremafter provided ; and 
in case any such person having a dutiable income shall n~glect or re
fuse to make and render such return, or shall render a Willfully false 
or fraudulent return, it shall be the duty of such colle~tor or ~eputy 
collector to ma.ke or correct such return from the best mformatwn he 
can obtain, either by the examination of such person or by any other 
evidence, and to add 50 per cent as a penalty to the amount of the 
duty in all cases of willful neglect or refusal to make or render a re
turn and in all cases of a w!llfully false or fraudulent return to add 
100 'per cent as a penalty to the amount of the duty ascertained to be 
due· the dut:v and the additions thereto as a penalty to be assessed and 
collected In t"he manner provided for in other cases of willful neglect or 
refusal to render a· return or of rendering a false and fraudulent re
turn. Any person aggrieved by the decision of the deputy collector in 
either of the cases above mentioned may appeal to the collector. o~ the 
district and his decision thereon, unless reversed by the CommiSSioner 
of Inte{·nal Hevenue, shall be final. If dissatisfied with the ?-ecision of 
the collector, originally or on appeal, such person may submit t~e cas.e 
with all papers to the Commissioner of Internal Hevenue for Jus deci
sion and may furnish the testimony of witnesses to prov~ a_ny relevant 
facts, having served notice to th.at effect upon t_he CommiSSIOner of .In~ 
ternal nevenne as herein prescribed. Such notice shal) ~tate the. time 
and place at which and the officer before whom the testimony. Will be 
taken, the name, age, residence, and business of. the proposed ";"Itnesses, 
with the questions to be propounded to ea.ch witness and. a bnef s~ate
ment of the substance of the testimonv he IS expected to give: Prov•ded, 
That the Government may at the .same time and _Place take te~timony 
upon like notice to rebut the teshmony of the witn~s~es exammed _by 
the person against whom the. collector rendered decisiOn. The notice 
shall be delivered or mailed to the Commissioner of Internal I!evenue 
a sufficient number of days previous to the day fixed for takmg the 
testimony to allow him after its receipt at least five days, exclusive. of 
the period required for mail communicatio!' with the place at. whi_ch 
the testimony is to be ·taken, In which to give, should he so desire, I_n
structions as to the cross-examination of the proposed witness or wit
nesses. Whenever practicable the affidavit or deposition _of a ~ollector 
or deputy collector of internal revenue shall be taken, m which case 
rea~onable notice shall be given to the collector or. deputy collector of 
the time fixed for taking the deposition or affidavit. No penalty shall 
be assessed upon any person for such neglect or refusal or for making 
or rendering a willfully false or fraudulent return except after reason
able notice of the time and place of hearing to be prescribed by the 
Commissioner of Internal Hevenue, so as to give the person charged an 
opportunity to be heard. 

SEc.-. That the duties on Incomes hereby Imposed shall be due and 
payable on the 1st day of July, 1910, for the year 190(), and on the 
1st day of July. of each succeeding :year for the duties assessed and 
levied upon the mcor~es of the precedmg year, and If the ~uty on any , 
income remains unpmd after the 1st day of July as aforesmd and after 
ten days' notice and demand thereof and therefor by the collector, there 
shall be collected as a penalty fo!· such nonpa7ment the sum of 5 per 
cent on the amount of duty unpaid, and also mterest at the rate of 1 
per cent per month upon said duty from the time it becomes due. 'The 
Commissioner of Internal Hevenue is authorized to relieve the estates 
of deceased insane, or insolvent persons from the aforesaid penalty 
if the failui·e to pay at maturity was without fault of the _person or 
persons in charge of said estates. 

SEc.-. That if at any time after th~ duty upon any income Is pald, 
or becoming due, is unpaid, the ·Comnussioner of Internal Hevenue as
cel·tains that the person returning the said income for duty knowingly 
made a false return respecting the same, the amount of dutiable income 
so concealed shall be assessed for the year in which the discovery Is 
made and there shall be collected for and on account of any such. con
cealed income double the duty prescribed in this act. 

SEC.-. '!.'hat at any time after September 1 in each year the inter
nal-revenue collector in any district shall proceed to enforce by dis
traint upon any property belonging to any person upon whose income 
a duty has been .assessed and levied and which duty or any part thereof 
remains unpaid, and all the property of any such person wherever situ
ated subject to execution shall be liable to distraint for the collection 
of the unpaid duty. 
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SEc. -. Tlu1t lt shall be unlawful for any collector, deputy collector, 

agent, clerk, or other officer or employee of the United States to dirulge 
or 1:1nke known in any manner whntewr not proTided by law to any per
son any information obtained by him in the administration hereof con
cerning the nmount or source of income, profits, losses, expenditures, 
or any particular thereof set forth or disclosed in any income return 
b'l" any person or corporation, or permit any income return or copy 
thereof or any book containing nn~ abstract or parts thereof to be seen 
or eommlned by any person except us provided by law ; and it shall be 
unla,vfuL for any person to print or publish in any manner whatever 
not provided by Jaw any income return or any part thereof or the 
amount or sources of income, profits, losses, or expenditures appearing 
ln any income return. Any otrense against the foregoing pt·ovisions 
shall be a misdemeanor and punished by a fine not exceeding $1,000, 
<>r by imprisonment for a period not exceeding one year, or both, at the 
discretion of the court; and if the offender be an officer or employee 
or the United States, he shall be dismissed from office and be incapable 
thereafter of holding any office under the Government. · 

SEC.-. That every internal-revenue collector shall, from time to 
time, cause his deputies to proceed through every part of his district 
and to inquire after and concerning all persons therein who may be 

· in receipt of dutiable incomes hereunder, and concerning all persons 
or corporations having the care and management of property which 
may produce suc!l income; and to make a list of such persons or cor
·porntlons and to enumerate 8aid properties. 

SEC. -. That only one deduction of $5,000 shall be made from the 
.aggregate income of all the members of any family composed of one 
or both parents and one -or more minor children or husband and wife. 
No .penalty shall be assessed upon any person, corporation, or associa- . 
tlon ·tor a neglect or refusal to make return or for making or rendering 
a willfully false or fraudulent return, except after reasonable notice 
of the time and place of hearing, to be prescribed by the Commissioner 
cf Internal Revenue, so as to give the person charged with such neglect 
or refusal, or charged with such ·false or fraudulent return, an oppor
tunity to be heard. 

SEC. -'-. That in the event that any person with a dutiable income 
.falls to make the return prescribed in section - hereof to the collector 
or deputy collector, and the person shall be absent from his or her 
residence or place of business at the time the collector or deputy col
lector shall eall for such annual return, it shall be· the duty of such 
collector or deputy collector to leaTe at such place of residence or busi
ness with some one of suitable age and discretion, if there be such per
son present, otherwise to deposit in the nearest po.st-office, a note or · 

. memorandum addressed to such person requiring hi!~ or her te render . 
to such collector or deputy collector the return reqmred by law within ' 
ten days from the date of such note or memorandum, verified by oath 
or affirmation. And if any person, on being notified or required as : 
aforesaid, shall refuse or neglect to make such return within the time 
required as aforesaid, or delivers any return which, in the opinion of 
the collector, is false or fraudulent or contains any undervaluation or 
understatement, it shall be lawful for the collector to su=on such · 
person or an3• other person having possession. custody, or care of books 
of account containing entries relating !c tl!e business of such person or · 
any other person be may deem proper, to appear before him and pro
duce such books at a time and place named in the su=ons, and to 
give testimony or answer interrogatories under oath respecting any 
subjects which will tend to disclose the true income. The collector may 
im=on any person residing or found within the State in which the 
district lies ; and when the person intended to be summoned does not 
reside and can not be found within such State. he may enter any collec
tion district where such person may be found and there make the ex
.amlnation herein authorized. And to that end he may there exercise all · 
the authority which he might lawfully exercise in the district for which 
he is commissioned. This procedure shall apply to all cases of failure 
to make return and to all cases in which the collector shall be of opinion 
that the return is incorrect, false, or fraudulent. 

SEc. -. '£hat when any person, corporation, or association refuses 
or neglects to render any return required by l.n.w, or renders a false or 
fraudulent return, the collector or any deputy collector shall make, 
.according the best information which he can obtain, including that de
rived from the evidence elicited by the examination of the collector 
and on his own view and information, ~mch knowledge as he can obtain, 
.a return according' to the form prescribed of the income derived by :any 
person under the care or m:magement of such person, corporation, or 
association, and the return so made and subscribed by such collector or 
deputy collector shall be held prima facie good and sufficient for all 
the above purposes. 

SEc. -. That e>ery corporation or association organized under the 
law of the United States or of any State or Territory doing business for 
profit ·shall make nnd render to the collector of the district in which 
its principal office Is situated, on or before the first Monday of March 
!n every year, beginning with the year 1910, a full return verified by 
oath or nffirmation, in such form us the Commissioner of Internal Reve
nue may prescribe, of all the followinl': mutters for the whole calendar 
year last preceding the date of such return-

First. The gross profits of such corporation or association from all 
kinds of business of every name and nature. 

Second. The expenses of such corporation or association exclusive of 
interest, annuities, and dividends. 

Third. The net profits of such corporation or association without 
allowance for interest, annuities, and dividends. 

Fourth. The amount paid on account of interest. annuities, and divi
dends, with a list showing the names and post-office addresses of the 
persons to whom any snell interest. annuities, and dividends were paid, 
stating the amount paid to each of such persons separately. , 

Fifth. The amount paid In salaries of $5,000 or more to each person 
employed, giving the amount of the salary paid to each person nnd his 
name and fost-office address. 

Sixth. I the net profits mentioned in the third paragraph of this 
section were not wholly divided,. then to state the amount "IVhich would 
lmve been paid to each person if the said profits had been wholly di
vided, giving the name of each such person and the amount of his dis
tributed share nnd bls 11ost-office address. 

SEc. -. That it shall be tbe duty of eTery such corporation or asso
ciation doing business for profit to keep full, regular, and accurate 
books of account, upon which its transactwns shall be entered from day 
to day ih regular order, and whene>er a collector or deputy collector in 
the district in which any such corporation or association has its prin
cipal office shall believe that a true and correct return as hereinbefore 
provided has not been made, he shall mal<e an affidavit of such belief 
and of the grounds on which it is founded, and file the same with the 
Commissioner of Intemal He•enne, and if said commissioner shall on 
examination thereof and upon full hear in:: of notice given to all parttes, 

conclude tllat there ls a ground for such belief, be shall issue a request 
in writing to such corporation or association to permit an Inspection or 
the books of such corporation or association to be made, and it such 
corporation or association shall refuse to comply with such request, 
then the Commissioner of Internal Revenue shall take such action as 
will enforce the duty herein imposed npon such corporation or association. 

lHr. CUUJIIINS. l\Ir. President, this amendment pl'{)poses 
duties upon certain incomes. I intend at a later time in the con
sideration o.f the pending bill to addt·ess the Senate with respect 
to the wisdom and the justice, the history, nnd the validity of 
income duties. Until very recently it was not my purpose to ac
company the amendment with any observations whatever; but in 
view of the statement with respect to the expenditures and the 
revenues of the Government made by the Senator from Rhode 
Island [Mr. ALDRICH] on Monday morning, and in view of the 
comments of certain newspapers with respect to the motives of 
the Republican Senators who favor raising a portion of our reve
nue by a duty on incomes, I have been tempted to -depart from 
my original intent and to enter at this moment upon a very 
brief discussion of the subject 

First, with regard to the amendment itself. It differs in two 
important particulars from the amendment offered by the Sena-. 
tor from Texas [Mr. BAILEY]. The first essential difference is 
that the duty laid upon incomes is a graduated duty instead of 

·a flat duty. According to the terms of this amendment the duty 
begins with incomes not exceeding ~10,000, those under $5.000 
being exempt, attaches to such incomes a duty of 2 per cent, and 
finally reaches incomes of .$100,000 or more, upon which there is 
imposed a duty of 6 per cent · 

In this connection I may be permitted to state as a mere con
jecture and opinion that this amendment, if it became a part 
of the law, would raise substantially $40,000,000, a greatly less 
sum than would be ·raised, according to the estimate of the 
Senator from Texas, upon the amendment presented by him. 

The second important particular in which this amendment 
differs from the amendment already before the Senate is that 
it is confined to individual incomes; that is to say, the duty is 
not imposed upon corporate incomes. The reasons that moved 
me in preparing the amendment in this wise are that the policy 
of an income law, the policy indeed in almost every h"ind of 
law, is to exempt those who are least able to bear the burden. 
from the burden. .An income duty imposed upon the aggregate 
income of a corporation rests with equal weight upon those 
persons who derive ,some income from a corpot·ation and yet 
have an aggregate income below the minimum fixed by the 
statute and :those large incomes upon which it is the policy .of 
the Government to .attach a duty. 

Further than that, I regard a graduated income duty .as im
possible if levied upon the incomes of corporations. The reason 
is .obvious.. This amendment, for instance, imposes a duty of 
2 per cent in the case of an income not exceeding $10,000 upon 
that part of such income exceeding $.5,000. It imposes a duty 
of 6 per cent upon all incomes in excess of $100,000. 

I will take the instance which is in every .mind the very 
moment a corporation is mentioned, namely, the United .States 
Steel Corporation. It had last year, according to its report. an 
income, not deducting the rewards upon its capital, of $91,000,-
000. Under any logical or scientific system of graduated tax 
this income would bear the highest rate, and yet, as we know, 
there are twenty-five or thirty million dollars of the stock of 
the united States Steel Corporation held by employees of the 
corporation whose incomes will average less than $1,200 per 
year. Therefore, if a graduated tax be accepted and the duty . 
is imposed upon the aggregate income of corporations, the stock
holders whose incomes are below the minimum fixed by the 
amendment would bear the highest rate of duty attached to 
the largest income. In my opinion, such a result would not 
only be unjust, but it would destroy the essential and funda
mental principle that underlies an income duty. 

There is another reason of a legal character which led me to 
attach these duties to individual incomes only. The very mo
ment thal: you include a corporation within the scope of an in
come tax, that moment you must begin a classificrrtion of cor
porations. The law of 1894 excluded from its operation a great 
number of corporations, and properly excluded them. But this 
classification bad a tendency, in the opinion of the Supreme 
Court, both of its majority members and its minority members, 
to destroy the uniformity which the Constitution requires shall 
inhere in an indirect tax. · 

I do not suggest, Mr. President, that the amendment I ll.ave 
presented remoyes all the objections found to such a law in the 
decision of the Supreme Court in the Pollock case. I recognize 
that it challenges that opinion in one particular, but I believe 
that it remoYes all the points of collision saye one. That is 
this: Is a tax: leYied upon an income deri>ed from an invest
ment in either real or personal property a direct tax? That 
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question is one so broad and fundamental, that, in my opinio_n, 
it is utterly impossible to frame any income-tax law that w1ll 
not run counter to the opinion expressed by a majority of t~e 
members of the Supreme Court. If that opinion is to stand m 
its full scope and with its full vigor, then the United States 
must abandon for all time, or until the Constitution be amended, 
the exercise of a power and authority which had been recog
nized for a hundred years before the opinion was annou~ced .. 

Therefore, in these two particulars, or, broadly speakmg, m 
this one particular, the amendment I have presented challenges 
the opinion of the Supreme Court in just the same manner that 
the amendment offered by the Senator from Texas does. 

:Mr. BURKETT. Mr. President--
The VICE-PRESIDENT. Will the Senator from Iowa yield 

to the Senator from Nebraska? 
l\Ir CUJ\Il\HNS. With pleasure. 
l\fl: BURKETT. It seems to me that there is another chal

lenge. which it must make. If I understand it aright, thi~ in
come tax is either a direct tax or it is an indirect tax. A d1rect 
tax must be apportioned. If it is -an indirect tax, it must be 
uniform. 

Of course I have not read the Senator's amendment to the 
bill for it 11~s not yet been printed, but I take it, from what he 
say~ it is not attempted to make an apportionment. It seems 
to ~e that it also must attack the other proposition of uni
formity, which was one of the questions, if I remember correctly, 
that was raised in the Pollock case. I have not read t~at 
opinion for some years, but if I remember aright, the questwn 
was raised in the Pollock case whether there might be a differ
ent rate of tax upon different incomes or the tax on some in
comes eliminated; for example, a limitation of $4,000, as there 
was, if I remember correctly, in· the act of 1894. 

If the Senator has not conformed to the requirement of a 
direct tax and an apportionment, would not his amendment also 
run counter to the decision in the Pollock case in not conform
ing to the othet requirement-that of uniformity in the case of 
an indirect tax? 

Mr. CUMl\HNS. Mr. President, as I suggested in the begin
ning, it has been my purpose at a later time to co~sider this 
question from the constitutional standpoint. But m answer 
to the inquiry of the Senator from Nebraska, I beg to say that 

·in the Pollock case the question of uniformity related to :the 
classification of corporations, 'not to the graduation o~ the tax, 
for the reason that there was no graduation of duties under 
the law of 1894. It is quite true that in both the majority 
opinion and the minority opinion in the P?llock ~ase there was 
some criticism with respect to the exemptwn of mcomes below 
$4,000. That criticism, however, did not lead, as I remember, 
any judge uttering it into the opinion that therefore the law 
was unconstitutional. · 

Mr President I believe it to be the bounden duty of Con
o-ress. at this ti~e to again invoke the deliberate reexamination 
~f this question by the Supreme Court. The decision in the 
case to which ·I ·have referred is so serious an invasion upon 
federal power and it so vitally restricts federal authority that 
we ou"ht not to permit a single moment longer than necessary 
to pas~ without again asking for an examination of this power 
upon the part of the Government of the United States. . 

It is true that we are not in the midst of war; but there IS 
no Senator so keen in his prophecies as to attempt to declare 
the moment in which we may become involved ln war, and then, 
at least, there will be the same imperious necessity for invoking 
this authority that there was in 18Gl. . . 

Do not misunderstand me. I am not contendmg that we 
ought to enter upon this experiment as a mere experiment. If 
we do not need the revenue that would be produced by an in
come tax, then I agree that it would be the height of folly to 
collect money in any manner whatsoever not needed for the 
reasonable expenditures of the Government. ;'3ut if we do need 
this revenue, or if this revenue can be substituted for_ anotl!er 
still mom burdensome, then there never was a mo~ent Ill winch 
it became more imperatively the duty of the Amencan Congress 
to set in motion this power than at the present time. 

So much, l\Ir. President, with regard to the amendment that 
I have presented. 

1\fr. RAYNER. Mr. President--
The VICE-PRESIDEN'.r. Does the Senator from Iowa yield 

to the Senator from Maryland? 
Mr. CUMMINS. I do. 
Mr.· RAYNER. Without committing myself in any ':'ay to 

any of these propositions of an income tax, for or agamst, I 
respectfully call the attention of the Senator from Iow51- to the 
proposition that the suggestion of the Senator ~rom ::\ebraRka 
[J\Ir. BuRKETT] has been completely answered m the case of 
Knowlton v. Moore (178 U. S.), in which the Supreme Court 

held that "uniformity" meant geographical uniformity and not 
individual uniformity. 

I think the Senator from Iowa even goes too far when he 
says that there could not be a classification of corporation~. 
There could undoubtedly be a classification of corporations If 
the taxes operate uniformly throughout the United States. In 
this case the proposition was discussed, and the Supreme Court 
said: 

The two contentions, then, may be summarized by saying that the 
one asserts that the Constitution prohibits the levy of any duty, Impost, 
or excise which is not intrinsically equal and uniform In Its operation 
npon individuals, ahd the other that the power of C~ngress In levying 
the taxes in question is by the terms of the Constitution restrained 

. only by the requirement that such taxes be geographically uniform. . . .- . . . ~. 
Thus It Is apparent that the expression "uniform through~ut the 

United States" was at that time considered as purely geographical, as 
being synonymous with the expression "general operation throughout 
the United States" and that no thought of restricting Congress to ln
tl·!ncls uniformity obtained, since the powers recommended were abso
lutely In conflict with such theory. 

Ilfr. CU:l\11\fiNS. I agree with the Senator from l\Iarylan\1. 
perfectly. The difficulty about classification to which I referred 
was not that the Constitution inhibited the classification of cor
porations, but that the classification must not be arbitrary; it 
must be founded upon some reason, and it is exceedingly diffi
cult to classify the corporations of the United States. 

However, the chief reason which leads me to present an 
amendment levying duties upon individual incomes alone is the 
inequality and the injustice which must necessarily result to 
the smaller stockholders, the men whose incomes derived from 
that source and from others do not reach the point fixed by the 
law for duties. 

1\fr. President, I shall recur to some phase of this subject at. 
a later time; but I am now prompted to call to the attention of 
the Senate some comments that I have read within the last 
two or three days with regard to the income-tax measure, 
especially relating to the motives of those Republican Senators 
who believe that a substantial part of the burdens of our coun
try should be borne through a reyenue rai~~d in this manne~. 
It is said that it is a Democratic proposrtwn, a Democratic 
doctrine. ·If it were, 1\fr. President, that would not deter me 
from accepting it, if it commended itself to my consci~nce a~.d 
my judgment. We are long past that era in the worlds affarrs 
when men repeat that old inquiry, "Can any good thing come 
out of Nazareth?" I am willing to accept a wholesome, sound, 
and just principle, no matter what its origin may be. 

But, Mr. President, it is not a Democratic doctrine; it is not 
a Democratic principle in any other sense than that the Demo
cratic party shares with all other political organizations a be
lief in the fundamental principles of society. The last cam
paign, from the Republican standpoint, was full of pledges of 
fidelity and lovalty to an income-tax law; and, more than that, 
it will not be· forgotten that the most successful and the most 
effectiYe income-tax law ever passed by Congress or adminisc 
tered by an Executive was an income-tax law p~ssed by a !le
publican Couo-ress and administered by a Republican Executive. 

The only difference between those conditions and the ones 
which surround us is that, in 1861, we levied an inCOJ?l~ tax to 
meet the demands of the Government in the most cntlcal mo
ment of its existence-in the time of war. But the demands 
of peace may be just as imperative as the demands of war. If 
if was constitutional in 1861 to levy an income tax to support 
the Government of the United States, _it is constitutional in 
Hl09 to levy an income tax to support the Governn1ent of the 
United States. War may make a great difference. with respect 
to the extent of the revenue required; but grantmg t~at _m a 
time of peace we need the revenue, it is just as constltutwnal 
now, it is precisely as just now, as it was in ;1.8G1. . 

I cono-ratulate the Senate and the country upon the happy 
and fortunate fact that we can consider this subject without 
tinge of partisan bias, without tinge of partisan color. I co~
~ratulate you and your constituents upon th~ fortu;:mte cor~dl
tions that enable us to debate and to decide thrs questiOn 
without any regard whatsoever to any party and without any 
obligation save that which we owe. to a common country. 

l\Ir. RAYNER. l\Ir. President--
The VICE-PRESIDENT. Does the Senator from Iowa yield 

to the Senator from Maryland? 
l\fr. CUIIfl\fiNS. Certainly. 
1\Ir. RAYNER. We have not had an opportunity of reading 

the Senator's amendment. I ask the Senator the question: 
Does the amendment exempt all corporations in the United 
States from the payment of an income tax? 

Mr. CUMMINS. It levies an income tax solely upon the in
comes of individuals. 
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lllr. RAYNER. Then you have an amendment providing for 

an income tax which practically exempts every corporation in 
the United States from paying an income tax? That is the 
point. 

::\Jr. CUMMINS. Just exactly as the law of 1894 did. The 
law of 1804 provided that the income derived by the individual 
from a corporation that :Q.ad paid an income tax should be de
ducted from his individWJ.l income, and this amendment reaches 
precisely the same result in, I think, a much more satisfactory 
and equitable way. · 

l\Ir. RAYNER. This amendment, in my judgment, does not 
at all reach the same practical result. What I want to get at 
is this: Under the law of 1894, corporations paid taxes on their 
incomes, while under the Senator's amendment no corporation 
in the United States would pay a dollar to the Government of 
the United States except in a roundabout way in which the 
Senator figures it out that it comes out of the pocTi:ets of in
dividuals who get dividends· from corporations. 

Mr. CUMMINS. The Senator from Maryland is too good a 
lawyer and is too intelligent a man, I am sure, to put a mis
construction upon this amendment. I ask him agarn to recm· 
to the point. The steel corporation--

Mr. RAYNER. What I want to ask the Sen:1tor· is this: 
When you are imposing an income tax-I am not arguing the 
income tax at all-why not put the income tax on corporations 
and exempt whatever corporations you think are proper from 
the operation of the income tax, provided it is a geographically 
uniform tax? Why not put a tax on corporations! Why do you 
exclude corporations from the tax'!· We have :JO:.ot read the 
amendment; and I should like to hear some reason for such a 
provision. 

1\fr. CUMMINS. I will answer the Senator with pleasure. 
Mr. RAYNER. We are after the corporations also; and I 

thought you were, too. 
Mr. CUMMINS. I am after justice; I run not after the cor

porations. 
Mr. RAYNER. No;. I am after equal justice, but you are_ 

letting the corporations out. 
1\:fr~- CUl\:fl\HNS. I favor an amendment wflich will aeeom

p1ish justice throughout the United States. I answer the Sen
ator from Maryland further in this way: The amendment which 
I have offered provides that the tax shall be levied upon all the 
dividends received from corporations. It is to be levied not 
only upon ali the dividends. received from corporations, but it 
is to be levied upon all undivided surplus or undivided profits 
of corporations. In that way it reaches e>ery penny that is 
accumulated by a corporation in the way of net income. 

Now, mark you, the reason that I prefer to reach the indi
vidual directly rather than the corporation is the one I have so 
repeatedly expressed. If you tax the corporation alone, or if 
you tax the corporation upon its entire net income, suppose 
that I were receiving from that corporation and from. other 
sources an income of $100,000-a most impossible hypothesis, 
but I nevertheless assume it for the moment-and the Senator 
from l\:laryland was receiving an income from all sources, par-· 
tially from the dividends of corporations, of $5,000--

Mr. RAYNER. That is impossible. 
Mr. CUMMINS. Which is no impossible hypothesis--
Mr. RAYNER. It is impossible to myself in the same sense 

that it is as to the Senator. 
Mr. CUl\fl\IIXS. But do you not see the immediate injustice 

of it? The Senator would pay an income tax of 6 per cent on 
the income that he received from that corporation, although his 
entire income was less than the taxable amount, and I would be 
taxed also 6 per cent, being in the enjoyment of an income taxerl 
at the highest rate. I am sure that if you once indorse a gradu
ated income tax you mtist agree that it should be levied in the 
way that I have suggested, because in the end, I repeat, the in
come tax reaches the earnings of every corporation in the land 
and at the same time it does absolute justice among indi>iduals. 

Mr. SMITH of Michigan. Mr. President-- ' 
The VICE-PRESIDENT. Does the Senator from Iowa yield 

to the Senator from Michigan? 
llfr .. CUMMINS. With pleasure. 
Mr. S~HTH of Michigan. I should like to ask the Senator 

from Iowa just how he proposes to reach this net income
whether ili the form of surplus or undivided profits, where the 
advantage to the stockholder is in the book value of his stock, 
or in a suspense account that may not even take the form of 

,. surplus? Does the Senator propose to reach that value by some 
I inquisitorial means? 

Mr. CUMMINS. Mr. President, it will be necessary for the 
Senator from Michigan to define· what he means by the word 
"inquisitorial." In a sense every taxing process is inquisitorial. 

• Mr. Sl\IITH of Michigan. I usg it in that way and not as a 
" criticism. ' 

Mr. CUMMINS. And this amendment is not relieved of that 
character. But I will answer the Senator from Uic.higan, an
ticipating somewhat a full discussion of this measure. This 
amendment provides that the indi>idual having an income of 
more than $5,000 shall make a report just as the law of 1894 
and just as the law of 1861 provided. 

Mr. SMITH of Michigan. That is, the individual citizen?-
1\Ir. CU~Il\HNS. J"ust wait a moment. Precisely; the indi

vidual citizen. It provides that every corporation shall make a 
report showing its gross income and its net income, showing the 
amounts that it has paid in the way of interest, in the way of 
dividends, showing what the amount of the undivided profits of 
the year are, and also showing the distributive share of each 
stockholder in the undivided profits; and that is added t(} the 
income of the individual precisely as the income that he has 
actually received in money. . 

Mr. SMITH of Michigan. Then, Mr. President, the proposi
tion is to· assess this income in the hands of the individual 
stockholder? 

Mr. CUMMINS. It is, whether he is a stockholder or not
the individual. 

l\11-. SMITH of Michigan. In the hands of the individual 
stockholder. Then if you propose to do it in that way, how are 
you going to reach the individual stockholder who is not a: 

. resident of the counti·y, who lives abroad, and over whose per
son you have no jurisdiction whatever?· 

Mr. CUM~:fiNS. We shall reach that individual in precisely 
the same way he has always been reached; by just the same 
process as was employed in 1861, and just the same process as 
mi.s employed in 1894. 

Mr. SMITH of Michigan. Will the Senator from Iowa point 
that out? 

Mr; CUMMINS:. I pointed it out just a moment ago. We 
reach it by providing that a corporation must return all its 
earnings, its gross income, its net income, the names· of its 
stockholders, and those persons, in so f:u· as it knows them, to 
whom it pays dividends. If those persons be citizens. of the 
United States residing abl"'O.d, their income is. thus ascertained, 
just as it was in 1894. If they be aliens a-nd residing in. their 
own countries, then their incomes. are reached precisely as 
under the law of 1894. There is no difference_ 

Mr. SMITH o:tr Michigan. Mr. President--
The .VICE-PRESIDEJ.""l"T. Does the Senator from Iowa yield 

further to the Senator fi:om Michigan? 
Mr. CUMMINS. I do. 
Mr. SMITH of Michigan. The foreigner, then, is to· be 

reached by some process under our law. He may also be 
reached by some process of similar nature in the country in 
which he resides. Is that the situation that we find him ·in'.1 

l\fr. CUMMINS. I do not know what situation the Senator 
from Michigan would find him in. r-am reaching the property 
precisely as it was sought to be reached in 1894. We might 
not be able to find the property of those nonresident aliens upon 
which to levy a distress warrant. 

1\Ir. Sl\IITH of Michigan. Mr. President--
The VICE-PRESIDE~T. Does the Senator from Io"·a yield 

further? · 
1\Ir. CUJ\BIINS. I do. 
Mr. Sl\.UTH of Michigan. Then; if you did not find his prop

erty, he would escape paying his proportion, notwithstanding 
his participation in American dividends. 

Mr. CUl\fl\IINS. Oh, no. 
Mr. Sl\IITH of ~Iichigan. For instance-if I do not inter

rupt the Senator against his wish--
:Ufr. CUMML.'i'S. :Kot at all. Although I had not intended 

at this time to enter upon any such detailed discussion of this 
measure, I am willing to answer any inquiry. 

1\Ir. SMITH of Michigan. The Senator's remarks are very 
interesting; but I think it is a well-known fact that much stock 
in American corporations is held abroad; that there are many 
stockholders and bondholders in American enterprises who live 
abroad subject to the jurisdiction and laws of their own coun
tries. ?\ow, it is just a little beyond my ability to comprehend 
how the Senator is going to reach that class of stockholders 
unless he puts his tax upon the corporation itself. 

1\Ir. CUMMINS. Mr. President, I will delay making a full 
answer to that question until the Senator from Michigan has 
hatl an opportunity to read the amendment. He will find, how
ever, that there is just as effective a way of reacl;ing the income· 
of the individual whom he has in mind as there was in the law 
of 1861 or the law of 1804. 

ll:fr. SMITH of 1\Iichiga.n. 1\Ir. President--
The VICE-PRESIDENT. Does the Senator from Iowa yield 

to the Senator from Michigan? · · 
Mr. CUl\Il\ITNS~ Certainly. 
Mr. SMITH of Michigan. I sincerely hope that that is so. 
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Mr. CUMMINS. If that is n{)t so, the Senator from Michigan 
can amend the amendment. 

Mr. S:\fiTH of Michigan. N-:•. I sincerely hope that the scope 
of the Senator's amendment is such that its operation and effect 
will not be to make it conveniant or desirable for dummy hold
ers in American corporations to have their residence abroad. 
If we are to have an income-tax law, it should be uniform, and 
it should apply to all people alike, whether natural or artificial, 
and in proportion to their incomes. . 

But I do not hesitate one moment to say that there is a large 
part of the stock and securities of prosperous American cor
porations held abroad in ·the leading financial centers of the 
world. I do not understand why these corporations should be 
relieved of this additional burden or the exactions by the Gov~ 
ernment, unless it is as a favor to them and not as a right. 

Mr. CUMMINS. Mr. President, with the general sentiment 
expressed by the Senator from Michigan I am in entire accord, 
and I think that he does not mean to be understood as accusing 
me of any desire to favor corporations. 

Mr. SMITH of Michigan. No. 
l\Ir. CUMMINS. There is a history behind every man which 

either approves or condemns his course in any such respect as 
that; and I have a history which, I think, relieves me of any 
such imputation. 

Mr. SMITH of :Michigan. Mr. President--
'.rhe VICE-PRESIDENT. Does the Senator from Iowa yield 

to the Senator from Michigan'! 
Mr. CUMMINS. I do. 
Mr. S;'\IITH of Michigan. With that history I am very 

familiar. I am well aware of the consistent record of the Sen
ator. from Iowa in his desire to have all property, whether 
corporate or personal, bear its just proportion of the expenses 
of the Government. I have no criticism to make upon him; in 
fact, I have nothing but praise for him, and I am listr.-:1ing to 
what he has to say with a great deal of interest. I regret very 
much that he seems by force of circumstances to be obliged to 
speak so briefly this morning, for I had hoped to hear him more 
at length, and shall examine his amendment with a great deal 
of care. My respect for the Senator from Iowa is such that I 
acquit him promptly of any desire to furnish immunity to 
corporations. 

Mr. CUMMINS. Mr. President, I did not believe for a mo
ment that the Senator from ~fichigan entertained a thought of 
that character. I said what I did only to ·pre1ent the possi
bility of misapprehension on the part of others. In this amend
ment I have used all the ingenuity I possess to reach the very 
persons to whom he has referred. If I have failed in that re
spect, I can not doubt that before the discussion has gone far 
in a tribunal of this character that defect will be remedied. 

Mr. SUTHERLAND. Mr. President--
The VICE-PRESIDENT. Does the Senator from Iowa yield 

to the Senator from Utah? 
Mr. GCMMINS. Certainly. 
Mr. SUTHERLAND. If I will not disturb the Senator from 

Iowa, I should like to ask him a question for my own informa
tion. I did not have the opportunity of hearing the amendment 
read. 

Mr. CUMMINS. It has not been read. 
Mr. SUTHERLAND. But if I understand what the Senator 

has said, his amendment proposes to tax the incomes of indi· 
viduals only; it makes an exemption of incomes under $5,000, 
and entirely relieves the incomes of corporations from the tax, 
provided it has been paid in the shape of dividends. Am I cor
rect about that, I will ask the Senator? 

Mr. CUl\fl\II:KS. The Senator is correct. 
1\fr. SUTHERLAND. Let me ask the Senator this question: 

Suppose we have a corporation which distributes dividends 
amounting to $100,000. It has 50 shareholders, and we will 
assume that each shareholder has an equal amount of stock, so 
that each shareholder would receive $2,000 in dividends. 
Under the Senator's proposed amendment none of those share
holders would pay any tax at all, as I understand. 

Mr. CU::.BII:'\S. I have not so said. 
l\fr. SUTHERLAND. Well, then, the Senator did not--
Mr. CU.H:\1!::\'S. If the Senator will permit me, I will correct 

him just at that point. 
1\fr. SUTHERLAND. I "-ill be glad to have the Senator do so. 
1\Ir. CU:.\Il\II:KS. In the case that he has imagined, if the 

$2,000 received us dividends on stock in the corporation consti
tutes the only income received by the shareholders, then that 
income would be exempt. If, on the other hand, the income 
from other sources raises the income of the individual to $5,000 
or more, then this tax would fall upon him. 

1\fr. SUTHERLAND. l\Ir. President, I did not misunderstand 
the amendment, only I did not put my supposition quite far 

enough. ·we will suppose, then, that the 50 shareholders re
ceive an equal amount of the dil·idend, $2,000 each, and that no 
one of them has an income from any other source, so that the 
~2,000 represents the entire income. In that case not one of 
those shareholders would pay a cent of tax. 'l'hat is correct, is 
it not? 

Mr. CUMMINS. That is true. 
Mr. SUTHERLAND. And, notwithstanding the fact that the 

corporation had an income of $100,000, the corporation would 
pay no tax? 

Mr. CUMMINS. That is true-no income tax. 
Mr. SUTHERLAJ\"'D. So that there is an income of $100,000 

of the corporation upon which no tax at all is paid? Is that 
the result? 

l\:lr. CUllfl\IINS. That would be the result in the particular 
instance the Senator has given. But, Mr. President, I am not to 
be terrified by any such result. I do not believe that an indi· 
vidual with an income of $2,000 derived from a 'corporation 
should be taxed any more than an individual receiving $2,000 
by way of a salary. I am attempting to reach'·the aggregate, 
the ultimate, the final result. The corporation is simply the 
instrumentality for the enrichment of its stockholders, and if 
that instrumentality results in conferring upon its stockholders 
an income above the minimum fixed by the amendment, 'then 
it should be taxed; but if that income is below the minimum, 
there is no more reason for imposing a tax upon it than there 
would be if it were derived as a salary or as profit in a real
estate transaction or as the profits of a farm. 

Mr. RAYNER. Mr. President--
The VICE-PRESIDE?\T. Does the Senator from Iowa yield 

to the Senator from Maryland? 
l\fr. CUMMINS. Certainly. 
l\Ir. RAYNER. We ha1e not had an opportunity to look at 

the Senator's amendment. I should like to give the Senator a 
concrete, but at the same time a supposititious,.case. Let us take 
the case, for instance, of Mr. Carnegie. That lllerely exemplifies 
hundreds of cases, because there are hundreds. of people living 
abroad who draw their income and dividends from domestic 
corporations. There is no doubt about that. Now, suppose that 
Mr. Carnegie to-day was getting an income of $500,000 a year 
in the way of dividends from the Bethlehem Steel Company. 
The Senator's amendment does not touch the steel company, 
and there is no way on the face of the earth to collect an in
come tax from him unless he has property in the United States 
that you can distrain on. 

l\Ir. CUllfl\IINS. The Senator has not read the amendment. 
l\fr. RAYNER. You can not make an amendment to cover 

that case. 
Mr. CUMMINS. Very well. 
l\fr. RAYNER. If the man has no property, how will you 

collect an income tax if he lives abroad? 
Mr. CUllfllfiNS. It is evident the Senator does not desire 

to· ask me a question, and I will yield at the proper time to any 
argument that he may desire to make. 

Mr. RAYNER. I ask the Senator how he would get that tux? 
l\Ir. CUl\IMINS. The Senator says it can not be done. 
l\fr. RAYNER. If I may be permitted to ask a question, How 

does the Sen a tor propose to collect an income tax in such a 
case as I have gi1en? 

l\Ir. CUMl\IINS. I propose that the corporation shall pay 
that tux. 

Mr. RAYNER. Does the amendment of the Senator say that 
the corporation shall pay it? 

1\Ir. CU~DHNS. As I understand, the duty could be collected 
from the corporation, but I will strengthen it in that particular. 

l\fr. RAYNER. I have not read it. I should like the Senator 
to point that clause out. It is a wry important featur~ if it 
says so. The Senator from l\Iichigan [l\Ir. SMITH] and myself 
both think that it does not cover that case. 

l\Ir. Sl\IITH of :ll!ichigan. 1\Ir. President--
The YICB-PRESIDENT. Docs the Senator from Iowa yield 

to the Senator from l\Iichigan? 
l\fr. CUIIDIINS. I clo. 
Mr. S:\II'l'H of 1\Iichigan. I do not wish to annoy the Senator 

from Io1va. 
l\Ir. CU:\L\HNS. The Senator does not annoy me at alL 
l\fr. S:\Il'l'H of l\Iichigan. The suggestion of the Senator 

from Utah [l\Ir. SUTHERLAND] impressed me \'Cry much, and the 
UllS\Ver giyen by the Senator from Iowa, it seems to me, lC~ldS 
to tllis, that under his amendment you can not reach an indi· 
vidual income until it exceeds $5,000. Is tlla t concct? 

l\Ir. CUll!liiiNS. Yes. 
1\Ir. SllfiTH of Michigan. Then, if the income of $2,000 from. 

a giYen corporation, as suggested by the Senator from Utah, 
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is the income of the head of a house, until it reaches the $G,OOO 
mark you can not touch it, and 'it is not the Senator's desire to 
reach ~t. Is that correct? , . 

Mr. CUMMINS. That is correct. . 
Mr. SMITH of Michigan. Now, suppose the income gets to 

be $10,000 for the same individual, that he has five children in 
his family, and that each one of the children is given an equal 
share in the dividend-producing stock, how are 'you to reach it? 
I should like to know whether the amendment of the Senator 
will reach such an income as that? 

Mr. CUMMINS. 1\fr. President, the amendment provides that 
there is to be but one exemption of $5,000 in such a case as 
that suggested by the Senator from Michigan. 

1\fr. SMITH of Michigan. That is, in the family? 
Mr. CUMMINS. In the family_ 
Mr. SMITH of Michigan. Well, does that include the col

lateral family, in which distant relatives have a share? 
Mr. CUMMINS. I do not know, Mr. President, what a col

lateral family is: It is supposed to be against good morals to 
maintain a collateral family. [Laughter.] 

Mr. SMITH of Michigan. I congratulate the Senator from 
Iowa heartily that he does not know what a collateral family is. 
[Laughter.] 

Mr. CUMMINS.. In turn, if the Senator from Michigan has 
any experience about that-· -

Mr. SMITH of Michigan. I have a very large experience. 
Mr. CUMMINS. I suppose we will hear of it later on .• 
Mr. SMITH of Michigan. Probably; but my experience 

grows out of the fact that my name happens to be " Smith." 
[Laughter.] 

Mr. CUMMINS. I again congratulate the Senator. 
Mr. President, I am sure the Senate will acquit me of any 

original intent to delay the regular order of the Senate by such 
an extended discussion. I am not at all blamable, I think. I 
rose simply to make some obsenations with regard to an in
come .tax generally. 'l'he details of the amendment I have 
offered will be better understood and more intelligently deb·ated 
after the amendment shall have been printed and after Senators 
shall have carefully considered it. 
_ But I was rather entertained this morning in reading a news
paper containing the suggestion that it was the purpose of Re
publican Sen.ators who fuxor an income-tax law to invade in 
some way the system of protection-that it was an insidious 
attack upon this fundamental principle of the .Republican or
ganization. I. desire to disclaim any such purpose upon my 
part. There is no Senator who yields allegiance to the Repub
lican party who is more firmly wedded to the doctrine of pro
tection than L I understand that I came into the Senate with 
some suspicion respecting my soundness upon the policy of pro
tection. I frankly admit, if I am to be measured by the test 
imposed by that association of selfishness and slander known 
as the "Protective League," that I am not sound upon the doc
trine of protection; but if I may be measured by Republican 
platforms, by the utterances of l\IcKinley and of Garfield and 
of Allison and of Blaine, tllcn I am as sound as any Senator 
who marches under the political banner to which I yield my 
loyalty. 
. I am not in f:nor of an income tax for the purpose of destroy
ing the efficiency of the system of protection, and if it be true 
that an import-duty Jaw can not be adjusted so as to :tfford 
ample and adequate protection to American industry without 
foreclosing the opvortuuity for the operation of an income-tax 
law, then I ai.J:mdon the income-tax proYision, for I haYe no de
sire. to innHle by a hair's breadth the established and long· 
continued policy of the 11arty to which I belong of giving full 
and ample protection to the American as against e>ery other 
man on the face of the earth. 

I haYe heard it said-and I think it was first said by a yery 
distinguished Dcmocrat-tllat an income tax was a Populistic 
doctrine. If it be l'opuliRtic, if it be the emanation of that 
party that we know as the Populist party, then we owe that 
varty a deep ami abiding obligation. 

But, again, I must call your attention to history. It is of 
r.ncient origin, for when the forefathers were fighting the ReYo
lutionary war, the mother country was leYying an income tax; 
and when the Constitution of the United States was adopted 
more than one of the colonies was raising its reYenues in this 
·manner. It is, so far from being what is onlinnrily accepted 
as Populistic. a long-established and almost uuiYersally recog
nized principle of political economy. 

I shall say no more upon that subject; and I come immedi
ately to the phase which I think most interests Rep11blican Sena
tor~. and to which I intended when I rose to devote my princi
pal attentlon. It is this: If we do not need the revenue that 

XLIV--DO 

would be derived from an income tax, then there ought to be 
an end .. of the discussion. ·The Senator from Rhode Island [Mr. 
ALDRICH] on llfonday morning stated in substance, as I under
stood him, that we did not need more I:eYenue than will be re
ceived at the custom-houses, and that, if the adjustment of the 
import duties presented by the committee is disturbed, we will 
have either too large a revenue or too little protection. This, 
iii effect, . was the statement made by the distinguished chair
man of the Committee on Finance. If these conclusions are 
sound, I for one abandon my proposal for an income tax, for I 
say wlthout .hesitation· that if in securing adequate protection 
a revenue is' necessarily raised that will meet the reasonable 
expenditures of the Government; then, from my standpoint, it 
would be an economiC crime to impose a tax on incomes. There
fore let us examine the validity of the conClusion. 

I ta_ke up, first, the expenditures for the year ending June 30, 
1910 .. Do· not understand me to oppose my inexpeiienced and 
immature judgment upon those matters which fall within the 
scope and within the learning of the chairman of the Fin·ance 
Committee against· his. There are some things upon which I 
yield to him an immediate superiority; but there are some 
things involved in the statement made by the Senator from 
Rhode Island on 1\fonday morning concerning which every SeJ~a
tor in this Chamber, no matter how brief his service may have 
been, is just as good a judge as is the S.enator from Rhode 
Island.. · 

As I have said, I take up, first, the expenditures for the year 
ending June 30, 1910- Co:ngress has already appropriated 
$1,044,000,000 for those expenditures. The Senator from Rhode 
Island first adds $20,000,000 for the postal deficit of the year. 
I take no. issue with him with respect to that item; It makes 
the total expenditures for the coming year $1,064,000,000. He 
then deducts appropriations for the Post-Office Department, 
$235,000,000; the sinking fund, $60,000,000; the national-bank 
fund, $30,000 ; and the Panama Canal expense, $37,000,000. The 
result, to be entirely accurate, is a probable expenditure of 
$702,000,000. The reason for the deduction of the Panama 
Canal expense is obvious, but the reason for the elimination of 
the sinking fund of $60,000,000 is not so clear, at least to me, 
unless the Senator contemplates an abandonment of all effort to · 
reduce the national debt, and proposes to establish it as a per
manent institution. 

I shall not, however, at this time inquire into the wisdom 
of eliminating the sinking fund, and shall assume, in accord
ance with the judgment of the Senator from Rhode Island, 
that a prudent Congress will make provision for a revenue to 
at least the extent of $702,000,000, without impairing seriously 
our present surplus. 

I turn now to his statement with respect to the receipts for 
the year ending June 30, 1910. His estimate is $655,000,000, 
leaving a deficit, upon his own showing, of $47,000,000. While I 
am willing to accept implicitly the conclusions of the Senator 
from Rhode Island growing out of the application of any given 
schedule to any given importation, I am not willing to accept 
his estimate of the probable receipts at the custom-houses for 
the coming year. He assumes that the importations for HllO 
will equal the importations of 1907, and, applying the duties 
recommended by the committee, he estimates that the receipts 
will be $340,000,000 at the custom-houses, and to this he adds 
$5,000,000 for better administration of the law, making a total 
of $345,000,000. · 

l\Iy skepticism with resp-ect to this conclusion does not arise 
from any lack of confidence in the skill of the Senator from 
Rhode Island in applying rates to importations. It arises be
cause I do not belieYe we will reach in 1010 the enormous vol
ume of business done in 1907. 

It required nine years of extrnordinary conditions, nine years 
of such prosperity as the American people never before knew 
to reach the climax of 1907. 'l'he seYerity of the depression 
which began in October of that year is just fairly dawning 
upon our minds, and I can not concede that for the year begin
ning now in two months and ending on the 30th of June, 1910, 
importations will reach the wonderful Yolnme of that unpar-

. alleled year, Hl07. It seems to me it would have ~een more 
prudent-and I submit it to you, Senators, whose JUdgments 
are better than mine-to take the average of 1007 and 1009 or 
the ayerage of 1906 and 1907--

l\:fr. RAYNER. Mr. President--
The VICE-PRIDSIDE.:\'1'. Does the Senator from Iowa yield 

to the Senator from lila ryland? 
1\fr. RAYNER. I was only going to ask the Senator a ques

tion for information. 
1\:Ir. CUMMINS. I do. 
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::\Ir. RAYNER. Am I correct in the statement that in 1007 Mr. RAYNER. One moment, before the Senator takes his 
the importations ran from fifty to a hundred and fifty million seat. 
dollars more than they did for any of the years from 1900 to The VICE-PRESIDENT. Does the Senator from Iowa yield 
19(f.)'? to the Senator from Maryland? · 

~Ir. CU:Ml\HNS. You are. l\fr. CUMMINS. I yield. I assume the Senator is nskin<> a 
. )!r. RAYNER. What is giving me trouble about the state- question of the Senator from Rhode Island. " 
ment is this: The Senator from Rhode Island takes the impor· Mr. RAYNER. Yes. 
tations from the 1st of March to the 15th of April and shows . Mr. CUMMINS. I say the Senator is asking tile Senator 
by actual figures that there was a $12,000,000 increase be- · from Rhode Island. 
tween the 1st of March and the 15th of April. Then he makes Mr. RAYNER. I will ask It of you. 
the cnlculation that if the increase in 1910 is at the same Mr. CUllfMINS~ I yield. 
ratio, we will, in that year, equal the importations of 1907. u RAYN.,..,..-, r · · . =r. · ,..,.n. . Will ask tlie Senator from Iowa. I sup-
Does the Senator from Iowa propose to take up that part of ·pose he will answer it. 
the statement which the Senator from Rhode Island submitted Mr. CUMMINS. I yield. 
to the Senate? · Mr. RAYNER. Is. this increase. in duties largely d~ived and 

I will make it clearer~ I ha'\'e not the figures before me now. almost entirely derived, from the increase in. the wine s~dule 
He stated that the importations from the 1st of March to tJ'J.e and the change from ad valorem to specific duties on silks? 
15th of April increased, as compared with the corresponding . 1\-Ir~ ALDRICH. Almost entirely. 
·days in 1908, $12,000,000. That is correct, is it not? . Mr. CUMMINS. In this -very interesting colloquy 1 have 

:Ur. CUMMINS. I do not distinctly hear the figures given really failed to. catch the question desired to be put to me by 
by the Senator from Maryland. the Senator from Maryland. Will he restate it? 

~rr. RAYNER. I will give the figures in a moment. Here l\f RAYNER Th t' h' h' 
l·s ·the statement. The Senator from Rhode Island said; · r. · e ques IOn w tc 'the Senator from Mary-

land" wanted to ask the Senator from Iowa is whether or not 
Business activity and the movement for increased Importations has he agrees with the Senator from Rhode Island that the increase 

alre:~dy commenced. We can feel the change In the air- from the 1st of March to the 15th of April will keep on so that 
That is the only place where we will feel it, I am afraid-:- we will have the importations we had in 1907? I only ~ant the 
The customs receipts for the thirty-nine business days from March Senator's opinion upon that point. 

1 to ,j,pril 15, inclusive, increased, as compared with the corresponding Mr. CUMMINS. I will reach that in a moment. 
days in HlOS, $12,031,093.08, or an average daily Increase of $261•545·50· At the time I was interrupted by the Senator from ...... _ryland 
If this rate of increase should continue throughout the next year, it .lllll 

would lead to an increase in the customs revenue for that year of I was dealing with the comparison instituted by the Senator 
$81,600,000. from Rhode Island with respect to the probable importations 

I understand the Senator takes that showlng and proves by for the year 1910. It was his opinion, inasmuch as we were re
it that we will ha'\'e the importations that we had in 1907, and coyering from the depression of 1907, the -volume of business 
while there will be a deficiency of about $45,000,000 in 1910, for the <;oming year would be as great as for the year 1907 and 
which he proposes to pay from what he calls the "surplus" in the it was with regard to his judgment or opinion upon that point 
Treasury-! call it the cash balance, but call it surplus or what that I ventured the dissent. I do not believe that Congress can 
you will-there will be a surplus of revenue in 1911. Has the safely proceed upon that hypothesis, and I desire especially. to 
Senator from Iowa examined the statement to which I have re- impress it upon Senators. We can not in 1910 attain that bigh 
ferred, to see whether it would carry out the conclusion the point either in consumption o:r in production which we enjoyed 
Senator from Rhode Island said it would, and that we would in in 1907, and I was. suggesting that it would have been more 
all probability in 1910 have receipts running up to $663,000,000 prudent to have combined the revenues of two years, say of 
as we did in 1907? 1906 or of 1909 with the revenue of 1907, and ascertain in that 

l\Ir. ALDRICH. 1\:fr. President-- way what will. probably be gathered at the custom-houses for 
The VICE-PRESIDENT. Does the Senator from Iowa yield the year ending June 30, 1!HO. I have done so, and the result, 

to the Senator from Rhode Island! adding the eight millions that the Sen·ator from Rhode Island 
:.\Ir. ALDRICH. I did not understand the last remark of the says, and I accept his judgment upon that point, will be added 

Senator from l\Iaryland. to our revenues upon the same importations, will be that our 
~Ir. RAYNER. I will read the balance of it. re'\'enues for the year 1910, gathered at the custom-houses, will 
l'\Ir. ALDRICH. No; that is not necessary; but I do not be approxin1ately $342,000,000. 

understand the last statement about $663,000,000. What does l\Ir. ALDRICH. Mr. President--
the Senator refer to? The VICE-PRESIDENT. Does the Senator from Iowa yield 

Mr. RAYNER. Those were the receipts for 1907-si:x: hundred to the Senator from Rhode Island? 
and sixty-three million one hundred and forty-odd t_housand Mr. ALDRICH. Will the Senator yield to me for a roo-
dollars. · ment? 

~Ir. ALDRICH. That is not from customs. l\Ir. CU:i\Il\IINS. I do. 
Mr. CUl\Il\IINS. That is the entire revenue. l\Ir. ALDRICH. The a>erage increase of revenue for the 
1\Ir. ALDRICH. The entire revenue. thirty-nine business days between the 1st of March and the 16th 
l\Ir. RAYNER. I understand it is. The customs receipts were of April was $261,000 per day. I have just before me the re-

three hundred and odd million dollars. I ceipts for the period from the 17th to the 20th day of April. 
1\Ir. CU~UIINS. Three hundred and thirty-two million dollars. ThE'y have just reached me this morning. The average is 
Mr. RAYNER. Three hundred and thirty-two million dollars. $261,000 a day. For the 20th of April the customs receipts were 

The Senator from Rhode Island says this, and I thought he $1,040,000, against $5!0,000 a year ago, being an incrNtse on this 
mio-bt make a further explanation of it. day of $462,000 agamst an a~rerage of $261,000· for the total 

I am not attacking these figures. I have simply risen for the period from l\Iarch 1 to April 15. 
purpose of information. I am very frank to say I am opposed l\~r. CUM.l\IIN~. I was about to reach t~at point in the com
to this bill and I shall yote against it, and in a few days I hope panson. I. ta~e 1t for granted, then, that tf there h~d b~en. no 
to address the Senate against it. I should like to see this bill mcre~se wtthm the last few days, as compared With stmtlar 
or such a bill framed as will raise sufficient revenue. days m 1908, e'\'en the Senator from Rhode Island would hesi-

The Senator from Rhode Island says: tate to affirm that the revenues from the custom-houses in 
It wlll thus be seen that by taking the importations of UlOO as. a basis 

and making proper allowance for increases, we obtain practically the 
same figures as those based upon the importations of 1007, confirming 
the result of my first calculation. 

~Ir. ALDRICH. I will explain that in this way: I think the 
Senator from l\Iaryland will see in a moment what I was trying 
to get at in that sentence. The customs revenue for the current 
year will be $300,000,000, approximately. It can not vary more 
than three or four million dollars from that sum. If we add to 
that the increased ratio which has already taken place_:_that is, 
from the 1st of l\Iarch until the 15th of April-we shall have 
more than $350,000,000, or approximately $350,000,000, of reye
nuc, exclusive of the added amounts of revenue which will be 
derh·ed from the Senate bill, as compared with existing law. 

the year 1()10' would exceed *3::!4,000,000. IIe supplements, 
strengthens, and corroborates that conclusion by a reference to 
the dealings at the custom-houses within the last month or so. 

1Ir. ALDRICH. As we are discussing now the probable re-v
enues for the year 1910, will the Senator allow me to put into the 
REconD a statement made by the Chief of the Warrant Division of 
the Treasury? ·I prepared these figures and estimates by myself, 
after having consulted with the various experts of the Treas
ury Department. After they 'vere prepared, I askecl the Chief 
of the \'{arrant Division of the TreaS11ry Department, who is 
recognized as a better authority than any other man in the 
country, to give me his idea as to what the reYenue would be 
in the year 1910; and if the Senator will bear with me, I will 
be glad to read his statement. • 
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1\fr. CU.Ml\IINS. I shall be very glad to yield for that 

purpose. 
l\Ir. ALDRICH. It was recei-.ed by me after my own com

putation had been made. He says: 
Considering the growth of population, with its future demands, and 

noting the Increase of revenue now coming to the '.rreasury, Indicating 
renewal of business activity, it seems most probable that the customs 
receipts wlll show material gains In the ensuing year over the increase 
commenced in February, 1909. 

Therefore, the receipts for 1910 should be at least $340,000,000, or 
an average of twenty-eight and one-half millions a month. 

This does not take into consideration the increase in revenue 
which would necessarily follow the enactment of the Senate 

-bill of about $9,000,000 over the present law, the Dingley rates. 
1.'hat would hring the estimated receipts, upon the basis of this 
estimate, to $350,000,000, which is $5,000,000 more than my own 
estimate. I feel that I ought to put in this statement in justice 
to tlie officials of .the Trea.sury Department, who have gi-.en 
this matter careful attention. 

Mr. CUMMINS. The statement just read by the Senator 
from Rhode Island, in so far as I am concerned, adds nothing 
what~oe-.er to the weight or force of the conclusions announced 
by the Senator Monday morning. I will accept -the opinion of 
the chief of any department-a man of skill, a man of experi
ence----with regard to the application of the law to a given busi-, 

·ness; but in attempting to determine what the business of the 
United States will be in the coming year, how rapidly we will 
recover from the depression we have suffered, I would vastly 
rather have the opinion of the Senator from Rhode Island, with 
his wide observation, with his years of experience, than the 
opinion of any offici~! of any department of the Government; 
and I am asking the Senators to weigh the judgment of the 
Senator from Rhode Island, expressed, I have no doubt, with 
absolute honesty and entire sincerity. But his conclusion and 
the conclusion of the chief of the Treasury Department are 
based upon the hypothesis that the American people will do as 
much business in 1910 as they did in 1907. I dissent from that 
hypothesis. - I do not belie•e we will so speedily recover, and 

-I can not think it prudent for the American Congress to adjust 
its affairs-affairs of so vital moment-upon the opinion of any 
man, if you please, with respect to the -reco\ery from a finan
cial and industrial depression. 

1\Ir. NEWLANDS. Mr. President--
The VICE-PRESIDENT. Does the Senator from Iowa yield 

to the Senator from Nevada? 
Mr. CUMMINS. I do. 
1\Ir. NI<JWLANDS. 1\Iay I ask the Senator from Iowa what 

revenue he expects to obtain from the measure he has intro
duced? 

1\Ir. CUMMINS. The re>enue that would be obtained from 
an income-tax law, as I ha•e suggested, is conjectural. There 
are no statistics, at least at my command, that will enable me 

-to answer that question sa>e approximately. I belieYe that if 
the bill were in operation it would produce during a calendar 
~-ear from forty to forty-five million dollars of revenue. 

lift'. NEWLANDS. Will the Senator indulge me further? 
Mr. CUl\Il\IINS. I will for a question. I feel exceedingly re

luctant to consume the time of the Senate contrary to my orig
inal intention. If the Senator desires to ask a question, I will 
gladly yield. 

Mr. NEWLANDS. I wish to ask a question, but a short state-
ment will be necessary before I put it. -

Mr. CUMMINS. I can not yield for the interjection of an 
argument. . _ 

1.'he VICE-PRESIDENT.- The Senator from Iowa declines to 
yield. 

Mr. NEWLANDS. Very well. Then I will ask the Senator 
a question. Does the Senator belieYe that the entire construc
tive work of the country, such as the work on the Panama 
Canal, the work which ~e anticipate entering upon regarding 
the imp'rovements of rivers and harbors, aggregating some 
$50,000,000 annually, t)Ie work which we expect to enter upon 
in the construction of public buildings upon some comprehensiYe 
plan, involving an expense of from thirty to fifty million dollars 
annually, should come entirely out of bond issues, or does he 
think it wise to provide additional revenue in order to meet 
those expenditures? 

lilt'. CTJliiliiiNS. In answer to the Senator from Nentda I 
will state, although my judgment may not be of great Yalue 
upon that point, that in my opinion the expense connected with 
the construction of the Panama Canal ought to be borne entirely 
from the proceeds of an issue of bonds. 

With regard to the other public improvements suggested in 
·the question, I believe they ought to be borne out of the general 
revenues of the Government; and it is one of the purposes of 

this amendment so to enlarge those revenues that the improve-· 
ments can be carried forward. 

Mr. NEWLANDS. I will state that I am- entirely in sym
pathy with the Senator from Iowa in that purpose-

The VICE-PRESIDENT. Does the Senator from Iowa yield 
further to the Senator from Nemda? 

liir. CUMMINS. I will yield, though I have answered the 
question. However, recurring again to a point which it seems 
difficult to pass, if you will take the two years, 1907 and 1906 
or 1907 and 1909, and combine the customs revenues of those 
two years and apply the very same rule that has been applied by 
the Senator from Rhode Island, you will have a revenue from 
the custom-houses of $324,000,000, that being $21,000,000 less 
than the amount estimated by the Senator from Rhode Island; 
and, added to the deficit which it is acknowledged will exist 
in the year 1910, we have a deficit of $66,000,000 instead of a 
deficit of $44,000,000. 

I now come for a moment to the comparison instituted of the 
work done in the last few weeks. 

I decline to accept the results of importations since we entered 
upon the composition of the tariff bill as any index of the im
portations throughout the year. At -their best, a few days or a 
few weeks do not furnish sufficient basis for any prudent con
clusion. But least of all do the days and weeks through which we 
ha Ye passed now for a month furnish the evidence upon which you 
would act in determining whether importations will grow ·as 
rapidly as suggested in the comparison. I can not think that in 
determining what revenues we ought to have, a wise and apr~
dent Congress will assume that the importations will be accel
erated and multiplied as they have been during the last few days. 

I have now suggested e-.erything I desire to say \Vith regard 
to the expenditures of 1910. I pass over now to 1011, that be
ing the last period co•ered by the Senator from Rhode Island. 
In ascertaining our condition at the close of the year 1911, he 
assumes that the customs revenues will increase $40,000,000 
over and above his estimate for the year 1910. I can not think 
that it is in harmony with what we know about the business of 
this country to assume that in 1911 our customs revenues will 
exceed the revenues of 1910 by $40,000,000. 

lllr. ALDRICH. The Senator does not take into considera
tion any other source of re•enue. 

Mr. CUliiMINS. I assume that you do not expect any great 
addition in any other revenues than the customs. 

Mr. ALDRICH. I do e..-..:pect--
Mr. CUMMINS. There has not yet been pointed out, so far 

as I know, any increase in revenue other than at the custom
houses of the country. 

Mr. KEAN. If the Senator will allow me--
- The VICE-PRESIDENT. Does the Senator from Iowa yield 

to the Senator from New Jersey? 
Mr. CUMMINS. I do. 
l\fr. KEAN. For the month so far the internal-revenue re

ceipts are· $12,000,000, while last year they were $11,G21,000, 
being half a million dollars more. · 

lllr. CUMMINS. I understand perfectly the point made by 
the Senator from New Jersey; but if I were estimating a rev
enue for the United States, especially a re.-enue deriYed by a 
tax· upon liquor, I would conclude that within the inunediato 
future the result of that tax would be diminished rather than 
increased, for I believe it to be true, and I hope it is true, that 
there will be, under the vast, overwhelming de.-elopment of senti
ment sweeping now oYer this country, a marked diminution in 
the consumption of this seducti•e article. 

l\Ir. KEAN. I will say to the Senator that my information 
is that the increase in internal revenue was not on liquors, but 
on tobacco. 

lllr. ALDRICH. And· beer. 
Mr. KEAN. And beer. 
lift'. CUliil\IINS. Let me ask, Is there any proposal to in

crease the duty on beer? I did not know that there was any 
such suggestion. I am l1eartily in fa.-or of an increase in the 
duty on beer of half a dollar a barrel, but I did not under
stand that the Finance Committee llad reported any such meas
ure. Is it not true that the duty remains the same in the bill 
as reported? 

llfr. ALDRICH. It does, as far as the committee is con
cerned. Of course I do not know wllat is in the mind of the 
Senator from Iowa. 

lllr. CUl\Il\IINS. I can not blame the Senator for not know
ing. He has made no e!Iort to ascertain. 

So, l\Ir. President, it is hardly pr.ucl12nt to assume that the 
receipts of 1911 will be increased $45,000,000 o.-er those of 
1910. I refer now to the very last item that has been under 
consideration. In reaching the conclusion that no further re-.e-
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nues IYere needed, the Senator from Rhode Island assumes that 
in the year 1911 the appropriations made by Congress for con
ducting the GoYernment of the United States will be $35,000,000 
less than are now appropriated for the management of our 
affairs in 1910. I will join the Senator from Rhode Island in 
reducing the expenditures of this country to the very lowest 
point of efficiency. Here is a matter of judgment for eyery 
Senator. Do you believe that we will be able when we come to 
make our appropriations for 1911 to reduce those appropria
tions below the limit of 1910? 

I grant you that there is abundant room for reform; I grant 
you that large sums of money can be saved by a prudent re
vision of some of our departments; but do you not believe that 
it will require all the strength and all the virtue held by the Con
gress to limit for the year 1911 om expenditures to the sum 
appropriated for 1910? 

If when we consider. the growth of this country, the rapidity 
with which the Government takes on new functions, we can hold 
our expenditures to the amount appropriated in 1910, we will 
haYe done more than most of the optimistic and sanguine Sen
ators believe can be done. If this country grows in its im
portations, if it grows in its internal revenues, it will also grow 
in its demands upon the Government in the exercise of duties 
and of functions not now provided by law, and if we will join 
hands in the effort to prevent the increase of the aggregate 
amount appropriated for this year in the coming year, we will 
have seryed the people 'lvhom we represent faithfully and well. 

If I am right with respect to these things, Senators, we need 
the revenue that will be raised by an income-tax provision. We 
need it for the wise and economical and efficient administration 
of a government like ours. We may differ with regard to the 
propriety of an income-tax law. Some of you may prefer an in
heritance-tax law; some of you may prefer some other form of 
adding to the reYenues of the Government; but I hope that the 
merits of the measure which I have offered will be considered 
not upon the assumption that it creates a useless, unnecessary 
revenue, but that it will be considered in comparison with other 
proposals for adding to the revenue of the United States, and 
when so considered I can not doubt that a wise, just, and hon
est result will be attained. 

Mr. BACON. Before the Senator takes his seat I desire to 
ask him a question, with his permission. 

The VICE-PRESIDENT. Does the Senator from Iowa yield 
to the Senator from Georgia? 

Mr. CUMMINS. With pleasure. 
Mr. BACON. I have listened with ver~ great interest to the 

Senat_or's speech from beginning to en<L and my inquiry is 
prompted by the fact that I have failed to hear from the Senator 
an allusion. to a certain phase of this question. I understand the 
distinguished and learned Senator to base his support of the 
proposition for an income tax solely upon the ground that the 
bill as proposed by the committee will not yield, in all proba
bility, a sufficiency of revenue for the support of the Govern
ment. I understood the Senator further to say that if he was 
wrong in that contention, he abandoned his advocacy of the 
income tax. Am I correct in that understanding? 

Mr. CUMMINS. The Senator from Georgia does not state 
my meaning, at least with perfect accuracy. , 

Mr. BACON. I shall be very glad to be corrected, then. 
Mr. CUMMINS. I .will restate it. I said that if I must 

choose between an adequate and complete protection to the in
dustries of the United States and an income-tax law; I unhesi
tatingly would choose the former. 

Mr. BACON. I understood the Senator to say that; but what 
I understood him to advocate was the adoption of his amend· 
ment or some kindred proposition exclusively upon the ground 
that the bill as proposed would, in his judgment, not yield a 
sufficiency of revenue, and the Senator did not base his advocacy 
of it upon any other ground. 

Mr. CUMMINS. It is my opinion, answering the Senator 
from Georgia, Mr. President, that the bill as reported by the 
Senate committee wlll not yield sufficient re1enue for the fair 
and economical ndministration of the concerns of the United 
States, and that. an income-tax law is the fairest and justest 
supplement thnt can be added to create the necessary reyeuue. 

l\Ir. BACON. Then I will put the question to the Senator 
in another form. If the Senator can be satisfied that he is not 
well justified in the apprehension which he has expressed this 
morning. as to the insufficiency of the revenue to be raised 
under the bill to meet the demands of the Governn1ent, that 
he is wrong in that particular, and that the Sen a tor from 
Rhode Island is, on the contrary, correct, does the Senator from 
Iowa then abandon his advocacy of au income tax as an amend
ment to this bill? 

Mr. CUMMINS. I do not--
JIIr. BACON. That is what I wanted to find out from the 

Senator, because-- , 
Il!r. CUMJ\IINS. If the Senator will allow me to conclude 

my answer--
Mr. BACON. Certainly. 
Mr. CUMMINS. I do not, because I believe that the bill as 

reported by the Senate committee can be so readjusted as to 
decrease the revenue and still afford adequate protection. and 
for that diminution I would prefer a revenue raised by nn 
income tax.. . 

Mr. BACON. That is the point upon which I wished to hear 
the Senator, and I listened with very great interest and atten
tion to his speech from the beginning to the end to see if the 
Senator would touch upon that which I regard as the vital con
sideration in connection with the adYocacy of an income tax. 

Now, Mr. President, as the Senator has concluded his speech, 
and I have not completed my inquiry of him, I ask him to par
don me for beiiig a little more prolix than I would otherwise 
be if he were in the delivery of his address. I have purposely 
omitted interrupting him pending that time, my object being to 
have a littl~ more opportunity to make myself plain and clear 
in the inquiry which I desire to make of the Senator. 

From my standpoint, believing as I do in the policy and 
propriety of the laying of an income tax, the important con
sideration in connection with it is not based upon the appre
hension which has so disturbed the Senator from Iowa, that 
there may not be sufficiency of revenue, because I have great 
confidence in the judgment ot my learned and distinguished 
friend from Rhode Island [JI.fr. ALDRICH] in regard to that mat
ter, but my trouble is this: If I have understood correctly the 
demand which has come up from the American people for a 
revision of the tariff law, it is a demand so loud that the Re
publican party itself could not turn a deaf ear to it, and was 
unwilling to go into the campaign until it had made a pledge 
upon that subject. 

My understanding of the cause of that demwd was that the 
burden of taxation rested so heavily upon the great masses 
of the people of the United States; and when I say that, I am 
not speaking of those who are poverty stricken, but of the 
masses of the people who are in moderately good circumstances, 
people who live by salaries and who live by wages, and people 
who live from incomes in small business. The burden upon 
them was so great as to become intolerable, and the people of 
the United States desired that the tariff law should be revised 
in order that that burden might be decreased and that they 
might be put in a more tolerable condition in the bearing of the 
expense of comfortable living. In other words, the great masses 
of the people of the United States were in a condition where 
food cost them too much, where raiment cost them too i:nuch, 
and where the expense of every incident of life necessary for a 
comfortable living was in excess of that which they could rea
sonably supply from ordinary incomes. 

Now, the point of the inquiry which I desire to make-
Mr. ALDRICH. Mr. President--
Mr. BACON. If the Senator from Rhode Island will pardon 

me a moment, my point is this: Does the Senator from Iowa 
believe that the bill which has been reported from the com
mittee will relieve the great masses of the people of this country 
of the burden of the excessive cost of living? Will it enable 
them to get their food cheaper? Will it enable them to get 
their raiment cheaper? Will it enable them to put shoes upon 
the feet of their children and hats upon their heads and coats 
upon their backs cheaper than has been the case heretofore? 

Mr. President, of course all this matter is to be thrashed out 
during the debate on this bill. I do not propose now to enter 
upon a discussion of the details, but I wanted to bring the at
tention of the Senator from Iowa to the fact that, with some of 
us a least, the ground upon which we base the advocacy of an 
income-tax law is not that there s!iall be an increase of rev
enue, as was suggested by the Senator from Rhode Island in 
his speech on Monday, but that even if there should be no in
crease of revenue it may be so readjusted through the enact
ment of an income-tax law that a large part of the burden of the 
revenue may fall where it does not now rest, upon the wealth 
of the country, and that it may be taken off where it now rests 
in such an intolerable burden, from the masses of the people, 
destroying their efforts to secure a comfortable living for them
selves and their families. 

Mr. ALDRICH. Will the Senator allow me? 
The VICE-PRESIDEl'T. The Senator will suspend. The 

hour of 2 o'clock having arriYed, the Chair lays before the Sen
ate the unfinished business, which will be stated by the Sec
retary. 
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The SECRETARY. A b!Il (H. R. 1438) to provide revenue, 

equalize duties, and encourage the industries of the United 
States, and for other purposes. 

;\lr. ALDRICH. The suggestion which I wish to make to the 
Senator from Georgia is this: I am very glad that he has asked 
this question in the form he lms, because if I did not mis
understand the Senator from Iowa he agrees substantially with 
what the Senator f1;om Georgia is now saying. There may be a 
question of degrees, perhaps, between himself and the Senator 
from Georgia, but I would be glad to have this matter thor
oughly understood. I am glad the Senator from Georgia has 
asked the question, because if I did not misunderstand the re
mark of the Senator from Iowa a moment ago he is desirous of 
reducing the taxes imposed by the pending bill. 

1\Ir. BA.COK. I suppose the Senator from Iowa would have 
g!veu that assurance if the Senator from Rhode Island had not 
kindly relieved him of the trouble or necessity of doiug so. 

Mr. CUMMINS. I did not hear the Senator's remark. 
Mr. BACON. I am glad to haYe' the asSurance that such is 

the desire of the Senator from Iowa, even if it has been given 
through the medium of his distinguished leader, the Senator 
from Rhode Islnud. . 

l\Ir. ALDRICH. I understood the Senator from Iowa himself 
to say it. 

~Ir. BACO~. I suppose so, and I said that I had uo doubt 
tee Senator from Iowa would say it if the Senator from Rhode 
Islaud did not anticipate it and say it for him. 

l\Ir. CU:\DIII\S. 1\Ir. President--
1\fr. BACON. But I want to say this, if my distinguished 

friend from Iowa will permit: As the Senator has said in the 
course of his remarks, he has a history, one which was known 
to many of us before he came to this Chamber, at least in part. 
lYe had marked the very active and efficient advocacy by the 
then distinguished govenior of Iowa, not only in his official 
utterances, but in his addresses before the people, his great con
cern, his well-founded concern, and most admirably expressed 
concern at, I will not use the word" iniquities," but the oppression 
of the tariff,. and in the injustice which was imposed by it upon 
the consumers of the country. 

I confess that when the Senator from Iowa rose in his place 
this morning to ad\·ocate au income tax, I expected to hear a 
most instructive and, to me. a most gratifying disquisition upon 
the suggestion that the income tax was one which should be 
laid and which should have its greatest foundation in the great 
necessity to shift the burden of taxation from the shoulders of 
the ordinarY. consumers, those who are so little able to bear it, 
and should rest it in part, at least, so far as the machinery and 
the constitutional power of this Government.may permit, upon 
the shoulders of those who have the great wealth of the country 
and who, under our peculiar system of government, bear no 
appreciable part in the support of the Government, the entire 
support of the Government resting upon consumers and being 
almost per capita, regardless of the wealth and ability of the 
respective citizens to bear each his part. 

Therefore, I desired to ask the Senator from Iowa whether 
or not, in his judgment, the ground for the imposition of the 

· income tax in this particular juncture was rested upon the 
necessity for an additional revenue, or whether it was 1:ested 
upon the importance of shifting the burden of taxation from 
the great masses of con·sumers, so far as we may be able to do 
it, to rest it in part, at least, upon the shoulders of those who 
have the wealth of the country. I wanted to know which, in 
the opi11ion of the Senator from Iowa, is the more important 
consideration, he having given his entire time to the one and 
having entirely omitted the other. 

Mr. CUHl\IIXS. ,1\fr. President, in answer to the question of 
the Senator from Georgia, I must remind him that it was not 
my purpose when I rose this morning to present the amendment 
respecting an income tax to say everything that I think with 
regard to the tariff. I shall hope as the discussion proceeds 
to disclose my Yiews with regard to certain duties that are re
ported in the bill now before the Senate. 

I am a protectionist. I believe in protecting the American 
markets against unfair competition from other countries. ! be
lieve, however, that upon many of the articles which are found 
in the schedules of the bill reported by the Finance Committee 
the duties are higher than are necessary to accomplish that 
result, and I expect, as time goes on, to vote for such reductions 
as I believe ought to be made, but never for any reduction that 
will. open unfairly the American market to the foreign producer. 

I want that to be so distinctly understood that hereafter there 
can be no 110ssible misapprehension about it. J\fy complaint 
about the tariff law as it now exists, my complaint about the 
report as it is now before the Senate, is that it attaches duties 
that are too high to a great many of the articles which are 
fairly within the scope of a tariff law. I believe, as I said be-

fore, that I could, if I had the power, produce tariff schedules 
that would give to the American producer his due protection, 
that would diminish the revenues that are derived from the 
necessaries ·of life, to which the Senator from Georgia bas re
ferred, and that would give more ample room than now exists 
for the operation of an income-tax law. 

But my purpose this morning was simply to show that even 
upon the bill as presented by the Finance Committee, with the 
revenues that could fairly be expected from such a law, we 
shall still need the income-tax law to supply the deficiencies 
of revenue. · 

1\fr. BACON. If tlie Senator will pardon me, I still do not 
understand. him, even with the assistance of the learned Senator 
from Hhode Island, to have entirely answered the question 
which I propounded, which is, If the Senator were satisfied that 
the Senator from Rhode Island is coiTect in his judgment that 
the bill will raise a sufficiency of revenue, would the Senator 
then be in favor still of an income-tax law? 

Mr. CUMMINS. I ·would • 
.Mr. BACON. I would be glad to have the Senator state on 

wlpt ground. -
Mr. CUMMINS. Simply .because if I could change the situa

tion I would so rearrange and readjust these schedules as to de
.crease the revenue derived from the custom-houses and place it 
where it should belong-upon those fortunate people who·enjoy 
large incomes. 

:Mr. BACON. Now, the Senator has stated exactly the thing 
I wanteU. him to state. 

1\Ir. CU:MMII\S. I am very glad that I have at last made my
self understood. 

1\h".. ALDRICH. Mr. President, I have heard too many dis
cussions fu the Senate over terms, as to whether a man was a 
protectionist or otherwise, to be anything but sanguine that 
sooner or later the Senator from Georgia and the Senator from 
Iowa will reach a satisfactory. conclusion upon this question. 

THE TARIFF. 
The Senate, as in Committee of the Whole, resumed the con

sideration of the bill (H. R. 1438) to provide revenue, equalize 
duties, and encourage the industries of the United States, and 
for other purposes. · 

1\fr. ALDRICH: I ask that the reading of the bill be pro
ceeded with; that the reading be by paragraphs, with the under: 

-standing that no paragraph or no amendment suggested by 
the committee shall be acted upon about which there is any 
contention, and with the further rmderstanding that we may go 
back at any time and take up any of the provisions of the bill 
which have been passed over. 

1\Ir. BACON. I suggest to the Senator from Rhode Island 
that his motion possibly was not anticipated by the Senate, 
and--. 

~Ir .. ALDRICH. It was anticipated by the minority mem
bers of the committee, and the request is made on a full under
standing with the minority members. 

1\Ir_ BACON. The Senator did not hear me through. I was 
simply suggesting that it might be well to have Senators now 
put upon notice of the fact that the motion is being called up 
which is uow made by the Senator from Rhode Island. 

1\Ir. ALDRICH. It is not a motion. The bill is now before 
the Senate. . 

l\Ir. BACON. Very well. I simply wish that Senators may 
be in their seats; that is all; and I think it very important. 

1\Ir. ALDRICH. Does the Senator suggest the absence of a 
quorum? · 

Mr. BACON. I did not myself desire to make any suggestion, 
but I thought perhaps the Senator from Rhode Island would 
make it. 

1\fr. ALDRICH. I suggest the absence of a quorum. 
The PRESIDING OFFICElt (1\fr. CARTER in the chair). The 

Senator from Rhode Island suggests the absence of a quorum. 
The Secretary will call the roll. 

The Secretary called the roll, and the following Senators 
answered to their names: 
Aldrich Clarke, Ark. 
Bacon Clay 
Bailey Crane 
Be,-eridge Cullom 
Borah Cummins 
Bourne Depew 
Bradley Dick 
Brnndegee Dillingham 
Bristow DolliYer 
Brown duPont 
Bnlkeley Elkins 
Burkett Fletcher 
BmTows Flint 
Burton l•'rve 
Carter Ga'mble 
Chamberlain Guggenheim 
Clapp Hale 
Clark, Wyo. Heyburn 

Hughes 
Johnson, N. Dak. 
.Johnston, Ala. 
.Tones 
E:ean 
La Follette 
Lodge 
l\1cCnmbe~ 
?.IcLaurln 
MonPy 
New lands 
Nixon 
Oliyer 
OYerman 
Page 
Paynte~ 
Peurose 
Perkins 

Piles 
Rayner 
Richardson 
Root 
Scott 
Smith, 1\Id
Smitb, Mich. 
Smith, S.C. 
Stephenson 
Stone 
Snthet·land 
Taylor 
'£ill man 
Wnrner 
\Yan·en 
Wetmore 
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A bill (S. 2024) granting a pension to Eliza A. Miller Brad
ley; 

A bill ( S. 2025) granting an increase of pension to Frank E. 
Bickford; 

A bill· ( S. 2026) granting an increase of pension to Gertrude 
Smith ; and • 

A bill (S. 2027) granting a pension to John L. Penwell; to 
. the Committee on Pensions. 

By Mr. CURTIS : 
A bilt (S. 2028) to create in the War and Navy departments, 

respectively, a roll to be known as the "civil-war officers' an
nuity honor roll," and for other purposes; to the Committee on 
Military Affairs. 

By Mr. OWEN: 
A bill ( S. 202!)) for the relief of the Absentee Shawnee Indi

ans in the State of Oklahoma, and for other purposes; to the 
Committee on Indian Affairs. 

By Mr. BURROWS: 
A bill ( S. 2030) granting an increase of pension to Lewis B. 

Moon (with the accompanying paper)·; to the Committee on 
Pensions. 

By Mr. CULBERSON (by request) : 
A bill ( S. 2031) for the relief of the heirs of Francisco Guil

be:au, deceased (with the accompanying paper); to the Commit
tee on Claims. 

By llfr. BEVERIDGE: 
A bill (S. 2032) to amend an act entitled "An act granting to 

certain employees of the United States the right to receive from 
it compensation for injuries sustained in the course of their 
emriloyment," approved May 30, 1908; to the Committee on Ed
ucation and Labor. 

By Mr. WARREN: . 
A bill (S. 2033) for the exchange of certain lands situated in 

the Fort D. A. Russell Military Resenation, in the State of 
'Vyoming, for lands adjacent thereto, between the city of Chey
enne, a municipality organized and existing under the laws of 
the State of Wyoming, in the State of Wyoming, and the Gov
ernment of the United States; to the Committee on Military 
Affairs. . 

A joint resolution ( S. J. R. 26) to establish in the State of 
'Vyoming a winter game reserYe (with the accompanying pa
per) ; to the Committee on Forest ReserY!ltions and· the Pro
tection of Game. 

AMEND~!ENT TO THE TAniFF BILL. 
Mr. PAYNTER submitted an amendment intended to be pro

posed by him to tl.te bill (H. R. 1438) to proyide reYenue, equal
ize duties, and encourage the industries of the United States, 
and for other purposes, which was ordered to lie on the table 
and be printed. 

INCOMES AND INHERITANCES. 
The VICE-PRESIDENT .. The morning business is concluded. 
J'.fr. BROWN rose. 
Mr. ALDRICH. I ask that House bill 1438 be laid before the 

Senate. 
The VICE-PRESIDENT. Without objection, the bill will be 

laid before the Senate. 
l\Ir. ALDIUCH. I am told by the Senator from Nebraska 

[1\fr. BRO\\'N] that he would like to have the joint resolution 
which he introduced :resterday laid before the Senate as a part 
of the morning business, and I am quite willing that that shall 
be done. 

'l'he VICE-PRESIDENT. The Secretary will read the joint 
resolution. 

The Secretary read the joint resolution introduced yesterday 
by 1\fr. BROWN, as follows: 
A joint resolution (S .• T. R. 2ii) to amend the Constitution relative to 

incomes and inheritances. 
Resolrc1l by the Senate and House of Rcp>·escntatircs of the United 

States of A.merica. in Congress assembled (t1ro-th-irds of each House con
cnrrinu t11c>·cin), That the follo~ving section l?e submitted to _the lei;isla
tures of the several States, wh1ch, when ratified by the leg1slatures of 
three-fourths of the Stutes, slwll be valid and binding as a part of th'e 
Constitution of the United States: 

" The Congress shall have power to lay and collect taxes on incomes 
and Inheritances." 

1\fr. BHOWN. Mr. President, I have no intention at this time 
to detain the Senate with a discussion on the merits of the seY
eral income-tax amendments pending before this body. It is 
sufficient for the purpose that I have in mind this morning to 
say on that subject that I am in full accord with the proposi
tion of. laying some of the b1.1rdens of taxation upon the ·incomes 
of the country; but I rise this morning for the purpose of 
challenging the attention of the Senate to the fact that the Con
stitution of our country stands to-clay in need of an amendment 
uvon this subject if we are to have an income-tax law at nil 
about the validity of which there can be no question. 

M:r. President, the history of the income-tax proposition in the 
United States, both as written by the economists of the country 
and as written and discussed by the framers of the Constitution 
and as interpreted by the courts of the country, has been given 
to the Senate during this discussion in the last two days. It 
occurs to me that my distinguished friend from Texas. [Mr. 
BAILEY] undertook to keep faith with the Senators when he told 
us that he intended to demonstrate that under the Constitution 
as it stands to-day an income-tax law ought to be sustained.· In 
other words, he undertook to demonstrate that the decision of 
the courts of the country as last pronounced was wrong. I want 
to .suggest to the Senate this afternoon just briefly that if we 
take everything as true as stated by the Senator from Texas, 
and if we accept his conclusion as absolutely right, that the de~ 
eision of the court in the Pollock ease was wrong, I ask you, 
Senators, of wha.t avail that would be to·the country or with 
what satisfaction could it be received 1 Suppose it be true that 
we are convinced· as Senators that the decision of the court was 
a mistake, does it help us? Does it help to place the burdens 
of taxation upon those who are earning the large incomes o:tl 
the country? · 

Mr. President, we may have the satisfaction this hour of 
knowing that the opinion of the court, in our own minds, w;as · 
not only not sustained by the law for a century, but was con
trary to the law for a century. However, I call the attention 
of Senators to the fact that though we may be satisfied as .to 
what the law is we are not on the bench of this countt·y. We do 
not have the right to enter a judgment. We have no power.to 
pronounce a decree. We have no power to write our opinions 
in the court records of the country, which may become a basis 
for any execution to enforce them. . 

But let us go a step further. Suppose we· are not only. con
vinced that the ·court made a mistake on its last decision, but 
we are so' fully convinced of that fact that we undertake and 
succeed here at this extraordinary session of Congress to amend 
this proposed law by attaching an income-tax amendment, 
what haYe we. accomplished? We have carried out our judg
ment and written .into the statute our judgment, but when the 
law is passed and reaches the White House and .is signed by· the 
President, it yet must come to the door of that court which very 
recently vetoed .legislation of that character. Let it be· remem
bered, Senators, that when a veto comes ,from the White House 
"ive have the power, constitutionally, if we have the Yotes, to 
override it; but· when a veto comes from the court, that veto 
oYer-rides us.....,..it is final. 

We then have given again to the court an opportunity to ad
here to its last opinion, declaring us without power to pass such 
a law or to declare the reverse., I want to inquire if there is a 
Senator in this Chamber who is willing to stand up and tell us 
that. he has any reason to suppose that the court bas changed 
its mind on the law of this question. I haYe always been taught 
the good old doctrine that when the courts ba ve spoken it is the 
law of the land. I have always believed in that precept which 
the fathers had in their hearts when they wrote the Constitu
tion, that the legislative branch of Government was vested with 
the power to write laws, and that another branch of Govern
ment, the courts of the country, were vested with the power to 
intei'!lret them and the Constitution upon which they were based. 

But suppose, l\Ir. President, that not only we pass the law 
and it is signed by the President, but it reaches the court of 
last resort and we get an opinion the reverse of the last one. 
'l'he·Jaw is sustained. Those of us who believe in the principle 
of levying taxes on incomes are satisfied, are we? The country 
tlla t to-day believes in the principle of taxing incomes will 
be satisfied, will it? Yes, l\Ir. President and Senators, it will 
for the time being; but tell me how long will that decision 
stand? Our courts have demonstrated a faculty to change 
their opinions on this question, for they have decided it at differ
ent times different ways, and while· we might hope and believe 
that that decision would be )Jermanent, no man can justify a 
conclusion with any certainty that it would be permanent. 

It is for that reason, Senators, that I present to you to-day 
the imperative and commanding necessity for an mnendment to 
the Constitution which will gi\·e the court a Constitution that 
can not be interpteted two \vays. I undertake to say that the 
people of the United States have a right to have an OJl[lortunity 
to amend the Constitution and to make it so deflnite and so 
certain that no question can ever be .raised again of the ]lower· 
of Congress to legislate on the subject. 

Mr. RAYNER. l\Ir. President--
The VICE-PRESIDE~T. Does the Senator from Xebraska 

yield to the Senator from l\Iar~ylaml? 
l\Ir. BROWN. Certainly. 
1\Ir. HAY:XER. In looking at the joint re8olution I see that 

it reatls "The Congress shall have power to Juy and colle<:t taxes 
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on Incomes." It bas that power now. Congress bas the power 
now to lay and collect taxes on incomes and on inheritances. 

I will just call the Senator's attention to the fact that unless 
you change. the clause of the Constitution which provides for 
apportionment the joint resolution would not repeal that clause. 
The two ·clauses would stand in pari materia together and you 
would still have an apportionment. 
. The. resolution proposes to say that Congt·ess shall have 
power to lay and collect taxes on incomes and inheritances. 
The Supreme Court bas held in Noble v. Moore that we have 
the right to tax inheritances. I merely take the liberty of call
ing the Senator's attention to the fact that if this amendment 
to the Constitution were to go through, it would not affect the 
prior article and there would still have to be an apportionment. 

Mr. BROW.:s-. I am very glad to have the Senator shed 
light on this subject. I had never become so beside myself 
that I dreamed that my resolution in all particulars would sat
isfy the critical judgment of the Senator from Maryland. I 
want to say to the Senator that I am aware that under the law 
and the Constitution now Congress has the power to tax in
comes, and if he had been able to possess his soul in patience 
long enough he would have fo'Qnd out that, in my judgment, 

. when Congress was granted that power, limited, however, to 
apportionment according to population, it in effect denied the 
right of Congress to levy taxes on incomes. 

On that branch of the subject I expect to be heard briefly in 
a moment. 

Mr. President, if there can be any lloubt about the language· 
of the proposed resolution carrying into effect tile purr1ose of it, 
I think the Committee on the Julliciary, to which it must go, 
and of which the distinguished Senator from Maryland is a 
member, will be able to clarify the literature of the resolution. 

Now, then, to follow out my suggestion, I want to appeal 
first to those of us who believe in passing a law which shall 
reach the luxurious incomes of this country and ask them to 
hell) pass tilis resolution that the Constitution may have in it a 
section that can not be misunderstood. \Vheu we have au 
income-tax law passed, we want the law to be enforceable and to 
be operative. 

1\Ir. PAYNTER. 1\fr. President--
The VICE-PHESIDENT. Will the Senator from Nebraska 

yield to the Senator from Kentucky? 
l\Ir. BROWN. Certainly. ' 
l\Ir. PAYNTER. In orller to give the Senator some hope that 

the courts will always be glad to correct an error, I will ask his 
permission to allow me to give au instance in which tile court 
did do it. 

lilt'. BROWN. With pleasure. 
1\Ir. PAYNTER. I was a member of the Kentucky court of 

appeals when the question arose as to whether the banks of 
Kentucky had an irrevocable contract with the State with ref
erence to taxation. The banks claimed that they were per
mitted, unller a contract which they alleged they hall with the 
State, to pay a certain sum in lieu of all state, county, and 
munieipal taxes, the effect of which "·as to lleprive the counties 
anll the municipalities of Kentucky of a large sum of money 
each year. 

That court, in June, lSDii, decided that the banks had that 
contract. · In )I arch, 1897, that court with a great deal of pleas
ure took back the previous opinion and held that the banks did 
not have an irrevocable contract. A dissenting opinion delivered 
in its first case 11·as made the opinion of the court in the last· 
namell. I know of another instance in that same court where 
the same thing occurrell. I mention it here to gi,·e the Senator 
hope that the Supreme Court. of the "United States may on this 
question as in other cases-including income-tax ca~-cbange 
its opinion upon important questions. 

llfr. BROWN. I want to say to the Senator that I am in full 
accord with the proposition to give the court an opportunity to 
correct the last judgment. I am so strongly in favor of the 
proposition to tax incomes that it is immate1'1al to me ""Ilicll 
one of the several measures now pending meets the approval of 
this Congress. I have my l)l'Cference among those measures, 
but I would rallier sec any one of them become a Jaw than to 
see them all defeated. I :un anxious ancl willing that the 
court shall have an opportunity to pass again upon this propo
sition. But, liir. Presitlcnt, the people of this country arc en
titled to something more than an opportunity. 

'J'hey are entitled to have a Constitution, if they see fit to 
adopt it, as to which, when the opportunity does come to the 
court to pasi'J again on this question, there will be no doubt 
about what the decision will be. Kothing has been illustrated 
more in the last two days than the examples given by my friend 
from Kentucky. 

XLIV-99 

Mr. PAYNTER. If tire Senator will allow me, I will also 
add to what I said, that the Supreme Court sustained the sec
ond opinion of the court of appeals, and the second opinion was 
simply the dissenting opinion that was delivered in the previous 
case. 

1\Ir. BROWN. It illustrates that courts as well as men 
change their minds. It recalls the history lliat we heard yes
terday and the day before as to Madison, one of the framers of 
the Constitution, one of the men who helped to write into the 
Constitution this very provision under which the court first held 
that Congress could pass an income-tax law, and later, in the 
Pollock case, held that it could not. Madison, one of the 
framers of that provision, took the stand as an American citi
zen when the ease was before the court that it did not confer 
upon Congress this power, and yet afterwards, when Madison 
became President, he not only changed his opinion upon the sub
ject as a man and a citizen, but as a President of this country 
signed a bill embodying that very principle. Courts change their· 
minds, like men, and they have a right to do it. But when the 
people of this country find tilat courts are changing their minds 
on a subject in which they are interested and which. they want 
to have settled, then I contend that it is the duty of Congress to · 
gi'i"e them an opportunity to settle it themselves by amending 
the Constitution. 

;1\ow, then, I want to speak one moment to those Members of 
this body who are opposed to any income .tax at all. I want to 
appeal to them, standing as they do to-day ready to vote against 
the proposition to levy and collect taxes on incomes, that they 
join the friends of this measure In an effort to amend the Con
stitution so that if the Nation ever lloes require in their judg
ment ·an exercise of the power of collecting taxes from incomes, 
we may be permitted to do it. There is not an enemy of the 
income-tax law proposition on this floor who will tell the Sen
ate that the time will never come when he would be in favor 
of collecting taxes upon those who earn incomes. 

Let ·me emphasize the effect of the decision of the court in 'the 
PoHock case. Unless it is remediell by a reversal of that decision 
or by an amenllment to the Constitution, it leaves this Republic 
in a position far below that of any other enlightened nation on 
the face of tile earth. 

Let me just call your attention briefly, Senators, to the words 
of Justice Harlan upon the effect of conceding Congress to be 
without power to levy a tax upon incomes. I wish to say, in 
passing, that-! am willing to concede there are men· on the floor 
of the Senate able to make most exhaustive and convincing 
and persuasive arguments showing tilat the decision of the court 
in the Pollock case was wrong. But I want also to stand on 
the pi·oposition that no man upon this floor or elsewhere will 
ever be able to present an argument to that end as clear and as 
strong as was presented to,that court by Justice Harlan in his 
llissenUng opinion. Now, as to the effect, I w.ant to read the 
words of Justice Harlan: 
!n my judgment, to say nothing of the disregard of the former adju

dications of this court and of the settled practice of the Government, 
this decision may well e~cite the gra..-est apprehensions. It stl'ikes 
at the very foundations of national authority, in that it denies to the 
General Government a power which is or may become vital to the very 
existence-

Mark you-
and preservation of the Union in a national emergency. 

Senators, we had a national emergency in thi~ country once. 
I want to call the attention of the country and of Senators to 
the fact that it was the tax upon incomes that equippell and 
helpcll to maintain the men engaged in that controversy .. Jus
tice Harlan may have been moved to these words by the fact 
that he had seen service in that crisis. · 

It tends to reestablish that condition of helplessness· in which Con
gress found itself durlnr; the period of the Articles of Confederation, 
when it was without authority by laws operating directly upon individ
uals, to lay and collect, through its own agents, taxes suffici<'nt to pay 
the debts and defray the expenses of government, but was dependent, 
in all such matters, upon the good will of the States and their prompt
ness in meeting requisitions .made upon them by Congress. 

Why-

Says the justice--
do I say that the decision just rendered imp a irs or menaces the na. 
tiona! authority? '.rhe reason is so npparent that it need on!~ be stated. 
In its practical operation this decision withdrnws from natiOnal taxa
tion not only all incomes. derived from real estate, but tangible personal 
prope_rty, "invested personal property, bond~, stocks, investments of 
all kmds," and the Income that ma.v be d~r:Yed from such property. 
This results from the fact tbat by the decrswn of the court all such 
personal propertv and all incomes from reM estate and personal prop
erty are placed beyond national taxation otherwise than by ap(lortion
ment ·among the States on the basis simply of population. JSo such 
apportionment cnn possibly be made without doing gt·oss injustice to the 
many for the benefit of the favored few in particular State~. Any 
attempt upon the part of Congress to apportion among the States, upon 
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the basis simply of their population, taxation of personal property or 
of Incomes would tend to arouse such indignation among the freemen 
o! America that it would never be repented. 

Now, listen to the justke-
Whcn, ther<'fore, tl:ls court adjud~cs, 11s It does now adjudge, that Con

gress can not Impose a duty or tax upon personal property, or upon in
comes arising .either from rents of real estate or from personal property, 
including invested personal property, bonds, stocks, and investments of 

'all kinds, except by apportioning the sum to be so raised among the 
States according to population, it p£actically decides that, without an 
amendment of the Constitution-two-thirds of both Houses of Congress 
and three-fourths of the States concurring-such property and incomes 
c= never be made to contrlbnte. to the support of the National Gov
ernment. 

This is the trouble tbat confronts the Nation. Unless we have 
a Constitution about which courts wm not disagree, giving CGn
gress the power to pass this legislation which we favor, Congress 
is without power to levy the taxes on this vast volume of prop
erty, e-Ven though Congress might desire to pass such a law. 

1\Ir. President, it ought to make the blood run to our faces 
when we stop to think that there is not another enlightened 
nation on the face of the earth that does not have and exercise 
the power t& levy taxes on this kind of property except ourselves. 
Wllat is there about this Republic that it should not be clothed 
with all the rights and powers and prerogatir-es enjoyed by 
every other sovereign nation on the face of the earth? 

Mr. President, I come now for a moment to the proposition 
raised by the Senator from Macyland. Upon that question I 
simply want to demonstrate to rum, as well as to the Senate, 
that as construed now the power of Congress to levy tuxes on 
incomes by apportioning them according to population amounts 
practically to a denial of the power· of Congress to levy such 
tuxes. In the dissenting opinion of Mr. Justice Brown this was 
shown conclusively. Similar illustrations were made in the 
arguments to the court; There was shown mathematically the 
practical impossibility, tested by any measure of approximate 
justice, to apportion those taxes, and this illustration of the 
learned justice has never been impeached by word or intima
tion by anybody disagreeing with him in ills general conclusions. 
On page 608, the justice. makes an application of the law accord
ing to population. He says: 

By the census of 1890, the population of the United States was 
62,622,2GO. Suppose Congress desired to· raise by an income tax the same 
number "'f dollars, or the equivalent of $1 from each Inhabitant. Under 
this system of apoortlonment, Massachusetts would pay $2,238,943. 
South. Carolina would pay $1,151,149. Massachusetts has, however, 
$2,803,645,447 of property,. with which to pay It, or $1,252 per capita, 
while South Carolina has but $400,911,303 of property, o1· $348 to each 
inhabitant. Assuming that the same amount of property in each State 
represents a corresponding amount of income, each inhabitant of South 
Carolina would pay in proportion to his means tl1ree and one-half times 
as much as ·each inhabitant of 1\fnssachusetts. By the sume course of 
reasoning, Mississippi, with u valuation of $352 per capita, would pay 
four times as much as Rhode Island, with a valuation of $1,4:\9 per 
capita. North Carollna, with a valuation of $361 per capita, would pay 
about four times liS much, in proportion to her means, as New York, 
with u valuation of $1,430 per capitu; while Maine, with a per capita 
valuation of $740, would p·ay ubout twice as much. Alabama. with a 
valuation of $412, would pay near~y three times as much as Pennsyl
vania_ with a valuation of lji1,177 per capita. In fact, there are scarcely 
two States that would pay the same amount in proportion to their 
ability to on:v. 

JUr. President, no man in this Chamber need ha>e any doubt 
about how tlle apportionment proposition would work. All we 
need to do to be satisfied is to recall what would happen in om· 
own States if the tax were to be distributed between the counties 
according to population or between the wards of the cities ac
cording to population. It is the theory of the. friends of the 
income-tax proposition tilnt property should be taxed and not 
indi>idunls. I do not llelie,-e the fathers e_v~~ contemplated that 
income taxes must be apportioned according· to ·population, but 
the courts have said that they did. I am here to-dn.r p1'esenting 
an amendment to the Constitution which wiltCO!rijlel the courts 
to announce the contrary doctrine. · · .. · 

liir. President, I ask to have the joint resolution referred to 
the Committee on th~ Judiciary. '-

The YICE-PHESIDE:N~. The joint r~solution will be so re-
ferred. · 

'III!!: TARIFF. 

The VICE-PRESIDI<j:i\'1.'. The morning business is closed,. 
and the Senator from Hhocle Island has asked that House hill 
1438 be laid before the Senate. · 

There being no objection, the Senate, as in Committee of the 
Whole, resumed the consideration of the bill (H. R. 1438) to 
provide revenue, equalize duties, and encourage the industries 
of tl:!e United States, and for other purposes. 

Mr. SBfl\IONS. l\Ir. President, in the remarks which I desire 
to submit to the Senate to-day I shall confine myself almost en
tirely to a discussion of the schedule with reference to \Voods 
and the manufactures of woods, especially lumber .. I shall ad
dress myself particularly to the two amendments, one offered 

by the Senator from Korth Dakota [~Ir. McCuMDER}, proposing 
to put lumber upon the free list, and one by the Senator from 
Washington [Mr. PILEs], proposing to raise the duty specified in 
the bill to $2, the rate prescribed in the present law. 

.Mr. President, I am reminded by the Senator from Maryland 
[1\Ir. SMITH} who sits at my side that the Senator from West 
Virginia [l'lfr. ELKINs] has introduced an amendment. similar to 
that introduced by the Senator from Washington. 

The bill under consideration reduces the duty- upon rough 
lumber-that is, sawed board:__from $2 to $1 per thousand feet. 
The equivalent ad valorem rates are, respectively, about 11 per 
cent and 5! per cent. 

I am opposed to this reduction and in favor of retaining the 
present duty upon lumber, because the present rate is upon a. 
revenue basis, and because the proposed reduction ·will probably 
not reduce the price of lumber to the farmer and the home 
builder, or, if at all, only slightly and in !t comparatively lim
ited area, while it would work great hardship ro the lumber 
industry and the sections of the country in whfch this industry 
is conducted, by enlarging the market zone of Canada for this 
product. 

Lumber, 1\fr. President, is que of the greatest industries in this 
country. With one exception, it is the greatest manufacturing 
industry in this _countcy, iron and steel alone being ·greater. 
Lumber is the prindpal industry in 12 States of this Union. 
l\fore than a thousand cities and towns of our country are di
rectly dependent upon tills industry for their prosperity. 

The present law and the proposed bill catalogue all of the 
dutiable products of this country into 12 great schedules, and 
woods and manufactures of woods are at the bottom of those 
schedules with reference to the amount of duties imposed upon 
them. ·The duty imposed upon wood as a whole is 15 per cent 
ad valorem; that imposed upon lumber, as distinguished from 
woods in general, is about 4 per cent less, or 11 per cent. 
· The other duties comprised in these great schedules run nil 
the way from 20 per cent ad valorem to 87 per cent. Under 
the present law, the average ad valorem upon all the dutiable 
products of the country is about 44.16 per cent, while that upon 
lumber is about 11 per cent, or only about one-fourth the aver
age. In the proposed bill the average ad valorem upon all of 
the dutiable products of the country is substantially unchangerl. 
It is about 44 per cent, while the ad vaiorem proposed upon 
lumber is only about 5! per cent, or a little less than one
serenth of the general average. 

l\fr President, in considering the question of the removal, or 
the reduction of the duty on lumber, two things ought to be 
taken into consideration: 

First, the fact that labor constitutes a larger element in the 
cost of producing lumber than of any other manufactured prod
uct. The raw material of lumber is the tree standing in the 
forest. As it stands there, where God. planted it, it is worth 
probably less thah $3 a thousand feet. When it has been con
verted into boards, there has been expended upon it eight or 
ten dollars; and nearly every item in this " bill of cost," so tG 
speak, is represented either by labor or by labor's products. At 
least 75 per cent of the cost of lumber-! mean at the mill, be
fore the element of transportation has entered into it, before 
it has started upon its mission of distribntion-75 per cent of 
the cost of lumber is labor. 

Another essential element that must be taken into considera
tion in reachlng a just conclusion on this subject is the fact 
that almost, if not every, item in this "bill of cost" is protectell 
under the present law, and will be protected under the proposed 
law, by a high rate of duty. Labor, . which constitutes such a 
large part of the cost of production, is professedly protected by 
all of the schetlules of the present and the proposed tariff acts. 
The ax: and the saw which fell the tree in the forest,. the log 
carriage that hauls the tree to the station, the locomotive, and 
the steel rails over which the locomotive runs in transporting 
it to the sawmill, the machinery, and e\·en the belts that con
nect the machinery and put it in motion are protected unrler 
the present Jaw and in this bill at an ntl valorem rate ranging 
from 30 to '.W per cent. 

By reason of these tariff duties upon the things which enter 
into the cost of it'> manufacture the cost of the production of 
lumber in this country is increased over 30 per cent. ?\of only 
is nearly everything that enters into the cost of manufacturing 
lumber protected by this high duty of over 30 per cent, but lum
ber itself is a competitor of some of the chief articles which 
add to the cost of its production. Iron, steel, and cement, all 
entering into the cost of manufacturing lumber, in the fo::m of 
machinery ancl structural material, are among the chief com
petitors of lumber in the construction of homes and houses and 
for many oH1er purposes for which both nrc used. 



1909. CONGRESS! ON AL RECORD-SEN ATE. il571 
l\Ir. President, I submit tllat tllere can be no more cruel re- tllan any other industry in our great country? I repeat, Why 

pre~Hion of au industry tllau by adding 30 per cent to the cost of single out tllis great industry for discrimination and slaughter? 
its prouuct by your tariff laws, while it is exposed to competition, \Vlly ]Jiace these high duties upon coal and iron and wool and 
on tlw one hand, with a foreign prolluct which, on account of leather, while placing lumber, the greatest product of the South 
the difference in the labor, stumpage, and transportation cost, and Pacific coast, upon the free list? \Vhy place upon it these 
can be produced at 30 per cent less than it can and wllile, on great burdens of the tariff while denying it any of its benefits? 
the other hand, it must compete with products of our own couu- 1\Ir. President, this unfair and discriminatory treatment of 
try the price of which has been adYnnced 30 per cent by your this industry <;an not be justified, in my opinion, except upon 
tariff laws. · grounds of extreme necessity or o>erwheJming urgency; and I 

It is ob>ious if under these circumstances lumber is placed think no such reasons exist. I have heard but three arguments, 
on the free list, that a double handicap will be imposed upon it. and I think but three general reasons can be assigned, in sup-

1\Ir. DIXON. l\Ir. Presi!lent-- · port of the proposition that the duty on lumber ought to be . 
.. The \'ICE-PRESIDENT. Does the Senator from North Caro- either reduced or removed. One of them is o. political argument. 
lina yield to the Senator from Montana? It is used only by Democrats who are in faYor of free trade in 

Mr. SEIDIONS. Certainly. lumber. Their objection to the duty on lumber, either that in 
Mr. DIXON. I am very largely in sympathy with what the the present law or the small duty proposed in the pending bill, 

Senator from North Carolina is now saying regarding the equity is that it is a protective duty. I want to e:x:amine and analyze 
of a duty on wood and lumber products, but I want to inquire that argument, because there are many Democrats who would 
at this time how he squares his advocacy of a tariff on lumber not feel, whatev~r might be its effect upon an industry in their 
with the declaration of the Democratic national platform section, like supporting a proposition imposing a distinctively 
adopted at Denver a year ago, when that platform declared: protective duty. I assert here-,-and I think, if my strength 

We demand the immediate repeal of the tarill' on. wood pulp, print holds out and the patience of the Senate does not become ex
paper, lumber, timber, and logs, and that these articles be placed upon hausted, I can show-that the rate of duty which I um advocat
the free list. ing is not in any sense a protective duty as contradistinguished 

Understand, I am in sympathy with what the Senator is now from a revenue duty. On the contrary, Mr. President, I assert, 
saying. · and I think I can show, that the duty of $2 imposed in the pres-

Mr. SIMMONS. Yes; I understand that. 1\fr. President, the ent law, which I am in favor of retaining, is not only a revenue 
Senntor's question does not embarrass me. The Senator has duty, but that it is a better revenue-producing duty than the 
simply read one of the declarations of the Democratic platform. rate which it is proposed to substitute for it. 
There were otlwr declarations. '!.'hat was a specific declara- The l\IcKinley law of 1890, asSenators will recall, imposed a. 
tion; but there "\Yas a general cleciaration in ftwor of a reduc- duty of only $1 upon lumber of hemlock and white pine. That 
tion of import duties upon all articles, with the ultimate end of is the kind of lumber that is imported into this country from 
placing the whole system of tariff taxation in this country upon Canada, and practically all the lumber that is imported into 
a reyenue basis; and this specific declaration must, of course, this country comes from Canada. There was imported into 
be taken in connection with the general declaration and inter- this country under the McKinley tariff of $1, during the last 
preted as a part of the whole. That platform declared if the three· years of the operation of that law, from 1891 to 1893, 
Democrats were giYen power they would so reyise the tariff inclusive, 1,341,000,000 feet of lumber. The law of 18!)7, the 
as to put the whole system upon a revenue basis. The declara- Dingley Act, as we all know, imposes a duty of $2 upon lumber. 
tion with reference to lumber must be construed in connection 'l'he importation into this country under this tariff of $2, from 
with this general purpose in regard to the tariff. If we had 1906 to 1908, inclusive, was 2,448,892,000 feet; in other words, 
been successful, we would, I ·assume, have reYised the tariff there has been imported into this country under the $2 rate of 
·along· the lines indicated. Iron and steel and such other struc- the Dingley law, in the last three years of its life, 1,000,000,000 
tural materials as either dil"Bctly or indirectly compete with feet more lumber than was imported during the last three years 
lumber or enter as au element in its cost of manufacture would of the l\IcKinley Act under the $1 rate. So that the $2 rate of 
haYe been put upon the free list, or the duty on them have been the present law has proved twice as good, nay, more than twice 
reduced to a reYenue basis. As it is impossible for us to carry as good, a revenue producer as the $1 rate under the Me
out our general declaration. the conditions upon which our Kinley Act. The amount of revenue actually deriyed by the 
declaration with regard to lumber was predicated do not exist. GoYernment was nearly three times as much under the $2 rate as 

The proposed tariff bill, like the McKinley and Dingley under the $1 rate. The $2 rate is therefore a better revenue 
tariffs, is a highly protective measure. Did the Democrats rate than the ·$1 rate. 
mean to promise free lumber 'vithout regard to the character 1\Ir. CLAPP. Mr. President--
of the genernl measure of which it was to be a part, or without The PHESIDING OFFICER (1\fr. CARTER in the chair). Does 
regard to the discrimination that would necessarily result if the Senator from North Carolina yield to the Senator from 
that measure co,·ered with highly protectiYe or prohibitory Minnesota? 1 

duties other articles in the same general classification? I think Mr. SHil\IONS. Certainly. 
Ilot .. 'l'o giYe the lleclaration in question that construction l\Ir. CLAPP. 'Vhile the argument just made of course up-
would be holding to the letter of that promise while disregard- plies to the volume of revenue, yet, as bearing upon the ques
·ing its spirit. At least that is my view of the matte.r, and tion of the necessity for protection, it might be im]iortant to 
upon that inteq1retation and construction I am willing to stand. know the relative increase, and I ask the Senator if he has at 
If I am satisfied, why should the Senator from Montana object hnnd the increase in the home production during the same time, 
to it, as he says he is in sympathy with my positio~. as to so that we may compare with that the increased importation? 
lumber? · 1 • · l\Ir. SDDIONS. I have, unfortunately, not in my possession 

If the Senator from Montana will consent to put .in operation the figures as to the incrense in the home production. 
that general declaration of the Democratic platform in fa,·or Mr. CLAPP. I did not know but that the Senator had the 
of a revenue tariff. if he will consent to take off all of the pro- information convenient. 
hibitory ancl protectiYe elements of the rates pre:;:cribed in the 1\Ir. Sil\11\lONS. But I will say to the Senator, that when 
bill which has been presented here and t:educe thcf;e l'!ltes to a the Dingley Act went into operation the annual imports of hun
revenue basis from beginning to end, then he may put lumber ber into this country were only about 500,000,000 feet. Last 
and hides and <.:oal and iron ore ou the free list if he desires 3·ear, under the operation of that law, there waft imported 
to clo so. - about 900,000,000 feet, showing-and I am arguing the point 

lllr. President, returning to my argument :;tt the point where : as to its reYenne-prodncing capacity-that the $2 rate does not 
I was interrupted by the Senntor from.l\Iontana, let me ask, operate to .check importations, but that importations under this 
Why single out for discrimination this great industry, an in: very law haye in seven years multiplied nearly 000 per ~ent: 
dustry which to-day is giYing employment to between seYen Mr. S:\IITH of 1\Iaryland. Three hundrell per cent m eight 
and eight hundred thousanll men-not men, women, ancl chi!- years. · 
dren, but men-which to-clay is feeding and clothing between Ji.Ir. SL\BIONS. Yes, sir; 300 per cent in eight years, and 
three ancl four millions of laboring people; an industry the that esta!Jlishes the fact for which I am contending, namely, 
~utput of which is about equal to that of cotton; an industry the present rate is a reYenue and not a protectiYe duty. 
the output of which is nearly $100,000,000 mo1;e than that of 1\Ir. CLAPP. 1\Il.·. President, I understood the Senator to 
our wheat crop; an industry which furnishes a larger volume. take the 1Josition that the present tariff was necessary as a 
of the tonnage of transportation than any other, with the ]lOssi- protectiYe measure, nncl that to recluce that tariff would be to 
ble exception of one, and is of all our industries the largest imperil this industry. 
consumer of farm products; which is the principal industry of l\Ir. Sil\Il\IONS. I did not say it was necessary, as a protec-
12 States of this Union, ancl upon which more communities are tiYe measure. 
dependent for the business prosperity they are now enjoying 1\Ir. CLAPP. Then I misunderstood the Senator. 
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Mr. OWEN. Mr. President, I dcsil·c to offer an amendment, 
which I shall propose at the prover time, to the woolen sched
ule, paragraph 375, and to every other schedule where the duty 
is shown by our records to be prohibitive; and at the conveni
ence of the Senate I desire to address it with regard to that 
subject-matter. · 

I should like to have the amendment entered on the face of 
the RECORD, so that it may be seen by the Members of the 
Senate. 

The PRESIDENT pro tempore. The Senator from Okla
homa asks that the amendment be printed in the RECORD. Is 
there objection? The Chair hears none, and the order is made. 

The amendment is as follows: 
After the last line of paragraph 375 Insert : 
"That the rate fixed on all articles enumerated In this paragraph 

shall be reduced 5 per cent per annum of the rate fixed in this act, 
annually on June 30, for each of the next ensuing ten fiscal years: 
Prodded, That It such graduated reduction shall cause a diminution ot 
the annual revenue from any one or more ot the above-enumerated 
articles, the President is authorized and directed to fix the rate on any 
such article or articles at the point at which such article or articles 
severally are found to have the greatest normal revenue-producing 
power, but r.ot at a rate hig-her than the rate fixed In this act: 
Provided turtllcr, That the rate shall not be reduced or fixed below the 
point at which It would produce an amount equal to the dltference In 
the cost of the production ot any such article in the United States and 
abroad.'' 

llfr. CULBERSON. I offer two amendments to the pending 
bill, and ask that they be printed and lie on the table. They 
are intended to put bagging and ties on the free list. 

The PRESIDENT pro tempore. The amendments will be re
ceived, printed, and lie on the table. 

Mr. BORAH. Mr. President, those who are members of the 
majority party in this Chamber and who are advocating an in
come tax do not concede that they are outside of party lines or 
that they are advocating policies or principles which are new or 
radical. We believe we are advocating policies and principles 
that are well accepted as a part of the faith to which "·e sub
scribe, and that we are advocating principles as old as the 
revenue laws of the United States. We advocate an income tax 
not as a temporary measure for the purpose of securing revenue 
for temporary purposes, but because we believe it should be a 
permanent part and portion of the revenue system of the United 
States. 

I have reread within the last few weeks the cultured and 
faithful biography of John Sherman, written by one of the 
honored Members of this body. Although read with that ob
ject in view, I did not find that that great leader in his day was 
given to radicalism, socialism, or that he was often swung from 
his moorings as a conservative statesman. He was one of the 
steadfast and sturdy councilors of this country in a very trying 
hour. Long after the war had closed and after we had had the 
experience of an income tax: for some several years, after we 
had known its benefits and its defects, its failures and its· 
virtues, and after the necessity of maintaining it as a war tax: 
had passed, this distinguished leader of his party, in 1871, mid: 

They haYe declared it to be invidious. Well, sir, all taxes are in
vidious. They say It Is inquisitorial. Well, sir, there never waR a tax 
in the world that was not mquisitorial; the least inquisitorial of all is 
the income tax. • • • There ne'l"er was so just a tax levied ns the 
income tax. There is no objection that can be urged against the in
come tax that I can not point to in every tax. • • • "'riters on 
political economy as well as our own sentiments of what is just and 
right teach us that a man ought to pay taxes according to his income. 
• • • The income tax is the cheapest tax levied except one. 

Referring at that time to the bank tax. 
Again he said : 
It is the only tax levied In the United States that falls upon prop· 

erty or office or on brains that yield property, and In this respect is 
distinguished from all other taxes levied by the United States, all of 
which are levied upon consumption, the consumption of the rich and 
the poor, the old and the young. 

Mr. Sherman at the same time declared in favor of the con
stitutionality of the tax and defended it against the assaults 
which are usually made against the incom~ tax, because at that 
time the same arguments were used agamst the tax that are 
used to-day. You will not see even in the discussion now any
thing that was not foremost in the arguments against the tax 
at the time it was in existence. 

Many years afterwards, and long after this tax had been re
pealed by the narrow vote of 1 in Congress, and upon an occa
sion when he was discussing in a general way the revenue sys
tem of the United States, he used this language.: 

'J'lle public mind is not yet prepared to apply the code of a genuine 
revenue .reform. But >·ears of further experi~nce will conv!nce the 
whole body of our people that a system of n~ twnal taxes which rests 
the whole burden of taxation upon consumptiOn and not one cent on 
pro1wrty or income is intrinsically unjust. While t~e expenses of Na
tional Government arc largely caused br the prote~twn of propet·ty, it 
is but right to rcquii·e propertv to contribute to their payment. It will 
not do to say that each person consumes in proportion to bls means. 
That Is not true. Everyone can see that the consumption of the rich 
docs not bear the same relation to the consumption of the poor that 

the Income of the one docs to the wages of the other. • • • As 
wealth accumulates this injustice in the fundamental basis or our sys
tem will be felt and forced upon the attention of Congress. 

It would be useless to amplify upon that statement of this 
great statesman and distinguished party leader. It states in a 
brief paragraph the whole contention of those who are to-day 
advocating an income tax, not, as has been suggested here, for 
the purpose of raising revenue for temporary purposes alone, 
but that it may become engrafted in and a part of-an insevQ.rtl.-: 
ble part of-the general revenue system of the United States, in 
order that we may arrive· as nearly as we can, as human in
genuity can make ·it, at a tax which is levied upon a man's 
ability to pay and in accordance with what he derives as a 
nr.asure of benefit from his Government. · 

I am aware it will be said that Mr. Sherman voted against 
the income tax of 1894, but I have reread within the last few 
days the debate which occurred at that time, and especiaiJy the 
speech of Mr. Sherman, and he was -::areful to say that h'e him
self had reread the speech which he had made in 1871, aild that 
there was nothing in that speech which he desired to modify or 
in any way change; that he voted against the income tax at 
that time because of the details of. the bill, and especially with· 
reference to its exemptions, and also for the reason that he 
thought that at that time there was no necessity for it. · 

Senator Morton, one of the safe and conservative counselors 
of his party and his Nation, said upon one occasion: 

State taxation in Indiana, nnd I undertake to say In every other 
State in the Union, bas in it every inquisitorial feature that the income 
tax has. The income tax of all others is the most equitable ·because it 
is the truest mensure that has been found of the productive property of 
the· country. 

And another great leader of that era used this language: 
There is not a tax on the books so little felt, so absolutely unfelt In 

the .payment of it as this income tax by the possessors of great fortunes 
upon whom It falls. There is not a poor man In this country, not a 
laborer in this country but who contributes more than 3, more than 10, 
more than 20 per cent of all his earnings to the Treasury of the United 
States. under those very laws against which I am objecting, and now 
we are Invited to Increase their contributions and to release those 
trifling contributions which we have been receiving from Incomes here
tofore. 

In this connection I call attention to a later Republican 
leader. While he was not at the time specifically discussing the 
income tax, he was discussing the basic principles upon which 
that tax is based, and that is the obligation of property and 
wealth to the Government, which protects property and wealth. 
This is the language of Mr. Harrison, after he had retired from 
the presidency : 

We live In a time of great agitation, of a war of clashing thoughts 
and Interests. There Is a feeling that some men are handicapped ; that 
the race Is sold; that the old and much vaunted equality o! O\)portunity 
and of right has been submerged. More bitter and threatenmg thing~ 
are being said and written against accumulated property and corporate 
power than ever before. It Is said that, more and more, small men, 
small stores, and small factories. are being thrown upon the shore as 
financial drift; that the pursuit of cheapness has reached a stage 
where only enormous combinations of capital, doing an enormous busi
ness, are sure of returns. 

Again he says: 
The great middle class of our people has never failed to respond to 

the fire alarm, thou~rh they have only small properties at risk. and 
these not immediately threatened. But there is danger that they will 
lose their zeal as firemen if those in whose apartments the fire has been 
kindled do not pay their proportionate share of the cost of the fire de
partment. 

'l'he people who consider themselves as consermtive upon the 
question of making reYenue laws ought llOt to forget that this 
principle spoken of by the ex-President inheres in the discussion 
of all these matters, and that is that unless there is a corre
sponding obligation faithfully met there may arise that condi
tion in the public mind which will unsettle not only the prop
erty interests, but the stability of the Government under which 
the property exists. 

Again he says: 
The plea of business privacy has been driven too hard. It for mere 

statistical purposes we may ask the head of the family whether there 
are any idiots in his household and enforce. an an~\ver hy court proc~ss, 
we mny surely, for revenue purposes, reqUire a d<:taU~d list of his sc
cm·itics. The men who have wealth must n_ot hide It from the tax
gatherer and flaunt It on the street. Such thmgs breed a great discon
tent. .All other men are hurt. 'l'hey bear a disp~oportionate burden. A 
stron" soldier will carry the knapsack of a cnppled comrade, but ho 
will {lot permit a robust shirk to add so much as as his tin cup to thq 
burden. 

Again he says : 
I want to emphasize, It I can, the thought tbat the preservation o! 

this principle of a proportionate contribution, according to the trua 
value of what each man has, to the public expenditures is essential 
to the maintenance of our free institutions and of peace and goad orcler 
In onr communities. 

· l\Ir. BEVERIDGE. I wish to ask the Senator if that is not 
General Harrison's speech at Chicago? Is it not the Chicago 
speech? 
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Mr. BORAH. It is a Chicago speech, but I apprehend that 

it uoes not take anything from it because it was delivered in 
Chicago. 

Mr. BEVERIDGE. It might add something to it. I will ask 
the Senator if that speech was not devoted solely to th~ evils 
of all taxation-of people making false returns of their prop
erty? It wasaddressed to state taxation. It did not have any
·thing to do, except as the Senator might draw inferences, with 
the income tax. Is that correct? 

1\fr. BORAH. I stated before I read the remarks that the ex
President was not discussing, specifically, the income tax; but 
I stated that he was discussing that which is the basis _of the 
income tax, and that is the obligation of property and wealth 
to -the State and to the Government. And the entire argument 
of the ex-President is as applicable to the income tax and its re
lations to the General Government as it is to the state govern
ment, to which he was specifically addressing his remarks. · 

Mr. BEVERIDGK I have _no quarrel with· the Senator's 
inference from the speech, but I wanted it fixed upon the atten
tion that that speech was specifically directed to what President 
Harrison thought were the evils in this country in all taxes, 
state and municipal, of men making false returns of their prop
crt~·. S('aling it down, and so forth. I <lid not understand that 
ex-President Harrison was in favor of an income tax. I may 
be wrong about that. 

Mr. BORAH. Mr. President, I would not be misunderstood, 
of course, in what I said as quoting the ex-President specifically 
in fator of an income tax, and I was only quoting him to the 
extent of the matter to which he was addressing himself. 

But we are now asked, as an American Congress to connive 
at the attempt of wealth to relieve itself from its o\Jigation to 
government and the obligation which wealth owes to gov· 
enunent. 

As we contend-those who favor this measure--and as General 
Harrison said, it is but proper that wealth bear its fair propor
tion of the burden of government. It takes nothing from the 
argument of General Harrison to say that he had before him 
at the time the particular matter of state government or the 
obligation of property within a State, because he enlarged his 
address and included before he concluded the National Govern
ment and the obligation of property and wealth throughout the 
Nation both to the State and to the National Government. 
There can be no reason why the income tax should not become 
a law other than the reasons which were answered by General 
Harrison in his address before the Chicago Club. 

Coming closer home, ex-President Rooseyelt, in his message 
of December 3, 1906, which I read again for fear that it is not 
rememlJered, said: 

The National Government has long derived its chief· revenue from a 
tariti 011 imports and from an internal or excise tax. In addition to 
these there is eyery reason why, when next our system of taxation is 
revised, the National Government should impose a graduated inherit
ance tax and, if possible, a graduated income tax. The man of great 
wealth owes a peculiar obligation to the state, because he derives spe
cial advantages from the mere existence of government. Not only 
should he recognize this obligation in the way he leads his daily l!fe 
and in the way he earns and spends his money, but it should also be 
recognized by the way In which he pays for the protection the state 
gives him. On the one hnnd, it is desirable that be should assume his 
full and proper share of the burden of taxation; on the other hand, it 
is quite as necessary that in this kind of taxation, where the men who 
vote the tax pay but little of it, there should be clear recognition of 
the danger of ina\1gurating any such system save in a spirit of entire 
justice and m9deration. Wheneyer we, as a people, undertake to re
model our taxation system along the lines suggested, we must make it 
clear beyond peradventure that our aim is to distribute the burden of 
snpp6rting the Government more equitably than at present; that we 
intend· to treat rich man .and poor man on a basis of absolute equality; 
and that we regtrd it as equally fatal to true democracy to do or per
mit injustice to the one as to do or permit injustice to the other. 

• • • The question in its essence is the question of the proper 
adjustment of the burden to. the tax. As the law now stands it is un
doubtedly difficult to devise an income tax which will be constitu
tional. But whether it is absolutely impossible is another question ; and 
if possible, it is most certainly desirable. 

I will read further from the ex-President's message of 1907: 
When our tax laws are revised the question of an income tax and an 

inheritance tax should receive the careful attention of our legislators. 
In my judgment both of these taxes should be part of our system of 
federal taxation. I speak diffidently about the income tax because one 
scheme for an income tax wns declared unconstitutional bv the Supreme 
~ourt, whi_lc, in addition, it is a diflicult tnx to administer. In its prac
tJCal workm;;s l("rcat care would have to be exerci&ed to see that it is 
not .evaded by th<;- v~ry men whom it wns most desirable to have taxed, 
for 1f so .e'C;Hied, 1t would, of course. IJe worse than no tax at all, ns the 
least desu·:1b!e ?f taxes !s the tax which he>JJ·s heavil>' upon the honest 
as compared 1nth the (lJshonest man. l'evertheless, the graduated in
come· tnx of the proper type would be R desirarJie feature of federal 
taxatio-n, and it is to be hoped that one may be devised which the 
Supreme Com-t will declare constitutional. . . 

I may ~ay, I vresume, witbout offense, here that the ex-Presi
dent was aud is a Hepublican, nnd that be shaped the destiny, 
molded the policy, and stood sponsor for the faith of his party 
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for at least seven years; and, in my judgment, without the 
policies which he adyocated, the masterly leadership which was 
his, his party would haYe gone out of power ere this. And with
out continual adherence to those policies and a faithful husband
ing of them tbe party will go out of power. No man is politi
cally so shortsighted or politically so blind as the man who, 
thinks that the steamer Hamburg carried away the policies and_ 
principles, the public interests, the aroused public conscience;.· 
and the searching inquisitive public concern which this remark·: 
able man bequeathed to his countrymen. · 

Our present President, in his speech of acceptance, said: 
The Democratic platform demands two constitutional amendments. 

one providing for an Income tax. and the other for the election of 
Senators by the people. In my judgment an amendment to the Con-
stitution for an Income tax is not necessary- . 

Whatever differences of opinion might possibly exist among 
men as to the President, very few will doubt his ability as a 
lawyer or his greatness as a judge--
In my judgment an am~ndment to the Constitution for an lncome 
tax Is not necessary. I believe that an income tax, when the pro
tective system of customs and the Internal-revenue tax shall not furnish 
income enough for governmental needs,· can and should be devised, 
which, under the decisions of the Supreme Court, w!ll conform to the 
Constitution. 

The junior Senator from West Virginia [l\Ir. ScoTT] was 
quoted a few days ago as saying: 

I favor a tax on Incomes and also on the dividends of corporations. 
In my opinion, this is a just and equitable method of raising revenue 
for the support of the Government. '£he tax on individual incomes 
should be graduated. I would not tax an income as low as $2,000 or 
$3,000, or. even $5,000. I think the minimum income against which 
a levy is made should be $8,000 or $10,000, preferably the latter. To 
tax incomes of $2,000 would be to assess clerks, small farmers, and 
mechanics, who now have a hard enough time to make ends meet. 

Mr. SCOTT. Will the Senator allow me? If he is quoting .. 
me, that is partly true and partly not. I said if it became nec
essary in order to raise revenl)e, if this bill was not sufficient 
without putting a duty on tea and eoffee and other necessaries 
of life, first I would put it on the net incomes of corporations, 
and then, if it became necessary, on the incomes of individuals. 

Mr. BORAH. Mr. President, I am very sorry the Senator 
corrected it, because it seems to me much better the way the 
newspaper got it. 

Mr. SUTHERLAJ\TD. Mr. President--
The PRESIDING OFFICER (Mr. DrxoN in the chair). 

Does the Senator from Idaho yield to the Senator from Utah? 
Mr .. BORAH. Certainly. 
Mr. SUTHERLAND. The Senator read a moment ago an ex

tract from a statement which had been made by the present 
President of the United States. Does the Senator understand 
from that that Mr. Taft believes in the constitutionality of a 
general income-tax law; in other words, that 1\fr. Taft believes 
that the law which the Supreme Court of the United States in 
the Pollock case condemned as unconstitutional is constitutional? 

Mr. BORAH. Mr. President, of course I am not authorized 
to speak for the President. · I only know what he said to the 
American people when he was a candidate for President of the 
United States, and that is tllat he was in fayor of an income 
tax which would he drawn, as he said, in accordance with the 
decision of the Supreme Court of the United States. If we are 
correct in our interprffi:ation of that-! do not know what his 
interpretation is-all we would need is tbe income-tax amend
ment which we now haye before the .Senate. 

I am not willing to believe, howeYer,. th_at the President of the 
United States believes in d~·awing an income-tax law which 
would correspond to the decision in the Pollock case. I am not 
willing to believe that the President of the United States would 
adYocate the proposition of putting au income tax upon men who 
toil in their profession, and of a limited number, and then say 
that the yast ac<lllmulated wealth of this Nation shall go without 
its burden of government 

Mr. BEVERIDGE. ll!r. President--
The PRESIDING OFFICim. Does the Senator from Idnho 

yield to the Senator from Indiann. 
Mr. BORAH. Certninly. 
Mr. BEVERIDqE. Just for a moment. Referring to the 

opinion of ex-President Harrison on this subject, I thought I. 
recognized, when the Sen a tor read from hi~ speech at first, that 
it was the Chicago speech; bnt I thought I remembered that in 
President Harrison's great speech. perhaps the greatest public 
address he ever made, \Yhicll wa~ the Carnegie Hall address in 
the campaign of 1886, be lla<l refcrrrcl to the income tax, and 
perhaps on some other occasion. Merely that his Yiew may be 
known on "'this svecific subject, I will read tbis one sentence with 
the Senator's permission. · ' 

Mr. BORAH. Very well. 
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l\Ir. BEVERIDGE. Ex-President Harrison said: 
So c_agcr were o;rr J?emocratlc friends to put directly upon our peopJ.e 

nccordmg to the bngllsh system taxes to support our Government that 
they passed an unconstitutional act !n order to levy internal taxes ana 
help out a tariff bill which ha<'l reduced the duties upon imports. 

I have a general impression, though I do not know that 
General Harrison was not favorable to an income tax:' as a 
system of t~xation, except in case of an emergency; and that 
he agreed With the Supreme Court as to its unconstitutionality. 
His statement in his Carnegie Hall speech is not favorable to 
the tax: .. I merely pointed this out, without indicating my own 
position on this question, that the quotation might be perfected. 

Mr. BORAH. Mr. President, I am sure I did not intend to 
do so. 

Mr. BEVERIDGE. Surely not. 
l\Ir. BORAH. I am satisfied that anyone who was listening 

could not conceive that there was any misrepresentation, be
cause I said distinctly, and I state again, that l\Ir. Harrison was 
not discussing specifically the income tax. What I read was in 
support of the principle of the obligation of wealth and property 
to the GoYernment, which we reach by an income tax. 

Now, let us go back a little further, l\Ir. President. I have 
quoted some late authorities, because I am a little anxious that 
those of us who advocate an income tax shall not be considered 
in the light of advocating radical or new principles, not for the 
reason that I am opposed to a new principle, if I find it once in 
a while, but for the reason that it sometimes retards its move
ment through this body. 

The man who was the father of the protective tariff system, 
who formulated it, in whose great mind it really originated in 
all its fullness, was the man who first gave to us the argument 
and the basic principles for an income tax. The first law of 
1794, which brought up the question of what was a direct tax, 
was suggested, if not actually written, by A.Iexander Hamilton. 
While he was not in Congress, he was in a position where he 
had much to do with what was submitted to Congress by his 
party at that time, and he was its great adviser at all times. 
He advocated this tax for the same reason and upon the same 
principle that we advocate an income tax to-day, and that is, 
that there should be a tax upon property and upon wealth in 
connection with the tax upon consumption, and that it should 
all be one general revenue system. Though ill and broken in 
health when this question was presented to the Supreme Court, 
Mr. Hamilton nevertheless presented it upon the part of the Gov
ernment, advocating not only the tax from the standpoint of its 
validity, but for the reason that it was right and proper. 

He furnished the argument and submitted the legal proposi
tion upon which the Supreme Court sustained that tax for a 
hundred years. 

I am one of those, l\Ir. President, and there are thousands of 
them, who look upon Alexander Hamilton, all things considered, 
as the greatest intellectual force that ever dealt with the science 
of government. There was in all that he did that fascinating 
air of mysterious power, that indescribable force which moved 
with triumphant ease to its immeasurable purpose. His career 
was the most sudden, the most startling, the most brilliant, and 
the most masterly of all of his compatriots. And he was never 
greater, never more of a statesman and a patriot, than when he 
advocated the policy as a part of his general-revenue policy of 
laying a portion of the burdens of government upon property and 
upon wealth, along with consumption. He was charged in his 
day with being the special advocate of property and of property 
interests and of wealth, the minion of power, the advocate of 
royalty. He was in favor of a government strong enough and 
stable enough to protect the vested rights and the gathered for
tunes of men against the passions and the prejudic~ of a day, 
but he did not belong to that shortsighted class of statesmen 
who, believing in protecting property and property interests, 
believe _also in reiieYing property and wealth from its corre
sponding obligation to goyernment. You will search in vain 
through the works of Alexander Hamilton to find any help or 
any argument which would enable you to relie>e property a1;1d 
wealth from the obligation of meeting a portion of the burdens 
of government. . 

The first "income tax," so called, bore the name of Abraham 
Lincoln, and was supported by the great men who surrounded 
him upon that occasion. 

I am not willing, l\Ir. President, for one, to concede that the 
policy which fixes the burdens of goyernment upon property and 
wealth is not a Uepul>Iican principle. I am not wiiiing to con
cede, above all things, that there has been engrafted upon our 
constitutional power that which is an absolute exemption of 
property and wealtl1 from the l>urdens of government. I am 
not willing to have it admitted that the Constitution, as made 
and framed by the fathers, was such as to exempt the great 
property interests of this country from the taxing power -of 

the Government eYen in the hour when the very exigencies of 
government may involve the life of the Government itself. Yet 
I say to you that if the Pollock case be the correct interpreta
tion of the law, there is no exigency by which this Government 
can call upon the great property and wealth of this Nation to 
meet a portion of its burdens, even if it involyes the very life of 
the Nation itself. , 

Those who believe that to be a policy of my party are wel-
come to the belief. I will not accept it. . ' -

I know that there art; those who say that it is un-Republicau 
and that it tends to incite men to perjury. I read an interview 
the other day by that distinguished American, always interest
ing and sometimes amusing, Mr. Carnegie. He said that it was 
not Republican, that its only result was to incite men to perjury. 
Well, Mr. Carnegie did not make the Republican party. I wish 
I was just as sure that the Republican party did not make Mr. 
Carnegie .. I have read a thousand tim_es, more or less; his pro-
tection utterances. . 

My first conception of politics was when I used to read the 
speeches of Mr. Blaine and Mr. Carnegie on protectiiJ.g Americau 
industries. Mr. Carnegie told us time out of mind that he could 
not run his mills or manufacturing plants without the protection 
which he demanded. In view of the fact that he did run his 
mills after the protection was given, and accumulated wealth 
which he will not live long enough to distribute, it seems to me 
that the Republican party did make Mr. Carnegie. 

I never have much use for a man who turns his back upon 
his own creator, which it seemed to me he did before the Ways 
and Means Committee. The only trouble about these deathbed 
confessions, 1\Ir. President, is that "they seldom reach to resti
tution." 

I favor an income tax not for the purpose of putting all the 
burdens of government upon property or all the burdens of gov
ernment upon wealth, but that it may bear its just and fair 
proportion of the burdens of this Government. 

We believe that every tax system based upon consumption 
should be supplemented by a system which taxes property and 
the wealth of the country; not for the purpose of inciting class 
feeling, but simply calling upon the great interests of-the Nation 
to share that part of the burden of government for which they 
receive an unquestioned benefit. 

I am aware it is often said that we will not be able to enforce 
the law. That is not the basis upon which we legislate or upon 
which we make laws with reference to taxation. In one of the 
great States of this Union I noticed some time ago that out of 
107 estates which were then in the course of probating, those 107 
estates had property to the value of $215,000,000, and that they 
had never paid taxes at any time upon over $3,000,000 . 

. In another one of the States of the East the assessed valua
tion of the real estate is counted at $2,000,000,000. The assessed 
valuation in that State of stocks, bonds, personal property, 
choses in action, and franchises is $500,000,000. It is conceded 
that we do not reach over 20 per cep.t of the property of this 
country, so far as personal property is concerned. Yet I appre· 
bend that it will not be urged and it will not be argued that we 
should repeal our laws with reference to the taxation of per
sonal property upon the basis that those who should pay escape, 
for the logical result of that kind of programme would be that 
we would finally rest all the taxes upon the people who are 
honest enough to pay. 

But I adyocate it for another reason-and this will seem 
strange, I haye no doubt, to some-and that is as a teacher of 
economy in public expenditures. For more than a hundred 
years we have been making speeches in favor of retrenchment 
and curtailing public expenditures, and as consistently and per
sistently voted the other way. It is a notorious fact in our polit· 
ical history that the Congresses at which the voice of retrench
ment has been the loudest have been followed invariably by 
Congresses in which the appropriation was largest. 

We knew when we met hPre last fall that we were facing a 
deficit. We knew that there was the cry going up all over the 
country that there should be a reYiRion of the tariff downward, 
and we know that in the midst of universal peace and of pros
perity we were actually contemplating putting a tax upon the 
necessaries of life which we do not produce in this country. 

If there was eYer a time in the world when the voice of re
trenchment slloulcl have l>een heard and heeded, it was at the be
ginning of that Congress; and :yet \Ye nrc told by the leader on 
the Republican side that Congress appropriated $50,000,000 
which we could just as well have left in the 'l'reasury and with
out embarrassing the Government one particle'. If tllat be t_rue, 
what a fearful indictn!ent of tllis Congress, awl how futile it 
makes all the promises with reference to retrenchment. 

I do not wish to be misunderstood. I have no kind of doubt 
but what the Senator from Rhode Island is entirely in earnest 
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and wholly sincere when he says that there should be and shall 
be retrenchment or the curtailing of public expenditure. If he 
shall succeed in that matter, he will be entitled to a vast amount 
of credit from the American people, and he will come very near 
demonstrating that the age of miracles bas not passed. If he 
shall succeed in keeping the expenditures of this Government 
down to the present figure, be will still be entitled and still be 
accreditro a great deal of honor for his work. < 

E"ren while he was speaking there wafted in from Boston the 
voice of our Secretary of the Nm·y, who told us that we must 
have another navy as large as the one we have. This sounds to 
me like discord. He must ha-re spoken with authority. I am 
not about to discuss the question of the necessity of these ships; 
that is for another day; but I do say that if we are to build 
new ships and to continue to compete with the naval building 

• of the world that expense should be visited to some extent at 
least upon the property and the wealth of this Nation. 

If this is the part of retrenchment, if these expenses are to be 
met, can anrone contend that we should continue to impose 
that burden upon consumption? It may be necessary to con
tinue to build these ships. It may be necessary to go on until 
we will be able to overawe the nations of the earth, and until, 
.like the father of Frederick the Great, we are lonesome without 
the music of the sentry's tread. But if it be true that we must 
continue to do so, upon what basis and upon what theory can 
men say that the whole burden should rest upon the men who 
pay practically as much when worth $500 as the man who is 
worth $500,000,000? Take a part of the burdens off the backs 
and appetites of men and put it upon the purses of those who 
will never miss it, those who enjoy the pomp and circumstances 
of glorious 'var-without the war. 

1\Ir. President, has the constitutionality of this tax been fore
closed? Is it an open subject for discussion, and is a fair pres
entation of the matter admissible? 

1\Ir. LODGE. Before the Senator takes up that legal aspect 
of the question will he yield to me? 

The PRESIDENT pro tempore. Does the Senator from Idaho 
yield to the Senator from Massachusetts? 

Mr. BORAH. I do, very gladly. 
Mr. LODGE. It seems to me that in speaking of taxation 

falling exclusively on the consumer, the Senator does not appear 
to recognize the fact that the municipal and state taxation, 
which is -rery heavy-especially the municipal taxation-fails 
practically exclusiwly upon property. 

Mr. BORAH. I was speaking, of course, with reference to 
the policy of the National Government. 

Mr. LODGE. Certainly; but I am speaking of taxes paid by 
the American people as a whole, of all the taxes they have to 
pay; and under our system of States and Nation, direct taxes 
have been left in practice usually to the States and cities to 
local taxation. 1'hat taxation, which is extremely heavy in 
many cases, especially the municipal taxation, falls exclusively 
on property. I merely wish to suggest that I think that is one 
reason for the general policy, that has been pursued by the Gen
eral Government from the beginning, of leaving the direct taxes 
and the taxes on property as much as possible to the States. 
That is the objection made to this form of inheritance tax, and 
I think soundly, l>ecause there are 32 States that impose an in
heritance tax. 

Mr. BORAH. Very well, Mr. President. I will only say at 
this time, in reply to that suggestion, that, of course, the general 
proposition which the Senator from Massachusetts [IIfr. LoDGE] 
states is true and correct; but we ought not to overlook the fact 
that while the taxgatherer for the municipality or the county is 
gathering his taxes, statistics shov; beyond a question that the 
man who has his farm or who has his property in sight pays 

\.'l vastly greater per cent of even that heavy tax than the man 
who has money in the form of bonds, stocks, and so forth, which 
you would l>e unal>le to reach, which statistics show you are un
able to reach, a!1d it falls in the same way upon the man of 
limited means. 

The tariff tax--and I am a belieYCr in the American protect
ive policy-reaches at last most heavily the man of limited 
means. It is passed from the importer to the general merchant 
from him to the retail merchant, and from the retail merchan~ 
to tho consumer. ·when you are taxing personal property, every 
cow, every horse, every animal, every piece of property that the 
man of limited means has is found, .but the undiscovered mil-

'· lions locked in safe-deposit boxes never pay their proportion of 
taxes. I favor a system that will get them coming and goino

'• if you· can, for that is the only way you can get them at all. "" 
I was going on to say, 1\Ir. President, that, discussing the con

stitutional feature of this question--
l\Ir. BACON. Will the Senator permit me to make a sug

gestion? 

The PRESIDENT pro tempore. Does the Senator from Idaho 
yield to the Senator from Georgia? 

1\fr. BORAH. I do. . 
1\fr. BACON. I wish merely to suggest that it is also true 

that a very. _large part of the wealth of those whose property 
the Senator 1s now seeking to reach, or which this bill proposes 
to reach, is invested in securities which are not liable to taxa-· 
tion-bonds of the United States and things of that kind. · · 

Mr. BORAH. That is true. 
1\fr. LODGE. Mr. President--
1\:lr . .BACON .. I m~an under state laws. . 
Mr. LODGE. I will not interrupt the Senator if he objects. 
Mr. BORAH. Not at all. 
Mr. LO~GE. It Is· undoubtedly perfectly true that a ~eat 

deal of property escapes taxation; but I thblk the Senator is 
mistaken in saying-! judge only from my own State-that the 
state and city taxes fall on the poor man. In the city at Boston, 
which, I think, has about 110,000 or 120,000 registered voters 
the taxes are paid by 18,000 persons. · • ' 

Mr. BORAH. Mr. President, speaking with reference to the 
Senator's own State, I know that in one year not very far back 
the assessed valuation of real estate in that State was $2,000,-
000,000, and of the personal property which was owned, all the 
stocks, bonds, notes, and everything else, only amounted to 
$500,000,000. . 

Mr. NELSON. Mr. President--
The PRESIDENT pro tempore. Does the Senator from Idaho 

yield _to the Sen a tor from Minnesota? 
Mr. BORAH. I do. # 

l\fr. NELSON. I want to call the Senatoi:•s attention to a 
fact in connection with the question suggested by the Senator 
from Georgia [l\fr. BACON], and that is that while there seems 
to be an apparent inequity in the fact that you can not tax gov
ernment bonds and state bonds, yet there is another side to the 
question that we ought to take into consideration, and that is 
that because such securities are exempt from taxation the ]fed
eral Government, the state governments, the county govern
ments, and the municipalities borrow their money at a lower 
rate of interest than could be done upon any other securities. 
Take our government bonds, for instance, paying only 2 or 3 per 
cent interest. One of the reasons why those bonds can be sold 
drawing such a low rate of interest is the fvct that they escape 
taxation. '-· 

Mr. LODGE. I did not suppose for a moment that all the 
property was reached. My proposition simply was that the 
taxes of the State and the city fall almost exclusively on prop
erty. I know that is the case in my own State, and the illus
tration I hm'e given of Boston is indicative of· the rest of the 
State. Such taxation falls almost exclusively on property. Of 
course the tax on real estate is the most direct kind of tax and 
in Massachusetts we have an income tax as well as an i~lher
itance tax. 

Mr. BORAH. It is estimated that in Massachusetts they pay 
a tax upon 20 per cent of their personal property. That is the 
estimate of the tax commission for ::IIassaclmsetts. 

l\Ir. LODGE. But property bears it all, although some of it 
psca1)es; it is not fairly distributed, I quite admit. It does not 
fa li on the poor man, but it falls on property in the State 
exclusively. ' 

l\fr. BORAH.' The property, however, which escapes there 
would be reached by an income tax. 

llfr. LODGE. We find great difficulty in reaching it with the 
state income tax, and I am inclined to think that it would be 
very difficult to reach it by a national income tax. I think a 
great deal would escape, and that which 'would escape would be 
the property of the dishonest who would be willing to make 
false oaths. . · 

Mr. HOOT. Mr. President--
The PRESIDENT pro tem110re. Does the Senator from Idaho 

rield to the Senator from New York? 
llfr. BORAH. I do, very gladly. 
l\Ir. HOO'l'. •Mr. President, I wish to ask the Senator from 

Idaho whether it is not a fact that the personal property which 
escapes taxation-for example, the surplus of personal property 
in Massachusetts over and above $[)00,000,000-does not escape, 
for the most part, because it consists of the stocks of corpora
tions which themselves pay the taxes on their own property, 
so that to tax that description of personal property which con
sists of corporate stock would be to tax the same property twice? 
I know that is the case in New York, where we have a tax upon 
real estate ancl a tax at the same rate upon personal property; 
but we exempt from the tax upon personal property the stocks 
of corporations which themselves pay the tax. Of course, that 
is not really an escape from taxation, but is merely imposing 
upon the property which is represented by the stocks taxes in 
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the ~orpo1·ator can not have the collection of the tax enjoined, it sc0ms 
obvious thnt he can not have the corporation enjoined from paying It, 
and thus do by indirection what he can not do directly. 

~ ~ * * * * 
The rule which forbids the granting of an injunction to restrain the 

collection of a tax is foundPd on broad reasons or public policy and should 
not be ignored. In Cheatham t'. l'nited States (92 U. S., 85, S!J), 
which invoh0d the validity of an income tax levied under an act of 
Congress prior to the one here in issue, this court, through Mr. Justice 
Miller, said: 

" If there existed in th!' courts, state or national, any general power 
of impeding or controlling the collection of taxes or relieving the hard
ship incident to taxation, the very existence of the Government might be 
placed in the power of a hostile judiciary. (Dows v. The City of Chi
cago, 11 Wall., 108.) While a free course of remonstrance and appeal 
is allowed within the departments before the money is finally exacted, 
the General Government has wisely made the payment of the tax 
claimed, whether of customs or of internal revenue, a condition prece
dent to a resort to the courts by the party against whom the tax is 

. assessed. In the internal-revenue branch It has further prescribed that 
no such suit shall be brou~bt until the remedy by appeal bas been 
trie<l; and, if brought after this, it must be within six months after the 
decision on the appeal. \Ve regard this as a condition on which alone 
the Go\'ernment consents to litigate the lawfulness of the original tax. 
It is not n hard condition. Few governments have conceded such a 
right on any condition. If the compliance with this condition requires 
the party aggrieved to pay the money, be must do it. 

It will be observed from the reading of the record in this case, 
as I said, that there was an attempt on the part of those inter
ested in the controversy to do what they could toward waiving 
the jurisdiction of the court. The court refers to it in the 
opinion as having been wai'red so far as it could be and the dis
senting opinion calls attention to the fact that it is the first time 
in the history of the court that they have ever entertained an 
injunction suit to restrain the Government in the collection or a 
tax. I call attention to that for the purpose of extending it in 
the REconn. · 

1\Ir. President, the sole arguments against an income tax have 
consisted of two propositions, first, those who contend that the 
economic definition of an income tax is the proper definition, 
and, second, those who contend that the language of the Con
stitution itself, taken in connection with the history of the 
times, discloses that the framers intended to extend the phrase 
"direct taxes" to all property, personal and real, and the 
income therefrom, 

The economic definition, or the definition given of direct 
taxes by the economic writers, was a tax which could not be 
shifted, a tax which must be paid by those against whom it is 
laid, a tax which must be responded to by the property .upon 
which the charge is made, and which ·could not be shifted to 
property or to someone else other than the party against whom 
the tax was laid. This was illustrated in the Hylton case in 
the particular statute which was involved. There the tax was 
laid in one clause of the statutes against the carriage which was 
used personally by the proper party owning it, and, secondly, 
carriages used for hire. In one instance the owner must nec
essarily pay it. In the other instance the owner might transfer 
the charge to the party who paid for the use of the carriage. 
That illustrates the difference between a direct tax and an in
direct tax as defined by the economic writers. 

~'his is one of the contentions which has been made in regard 
to an income tax or the definition of a direct tax from the be
ginning of the discussion of this matter. It was presented in the 
first place in the Hylton case. It was re-presented in Seyenth ·wal
lace in the Pacific Insurance case. It was re-presented in Eighth 
·wallace in the Yeazie Bank case. It was re-presented in Scholey 
v. new in Twenty-third Wallace, and re-presented again in the 
Springer case. In all these different briefs, "·hich were filed 
by able counsel, this particular proposition \vas amplified and 
. urged. It was contended that the framers of the Constitution 
being familiar with Smith and Turgot and the other economic 
writers as to what they considered an income tax or a direct 
tax bad followed the definition given by those writers. 

'l'his proposition was specifically answered by Chief Justice 
Chase in the Veazie Bank case. Chief Justice Chase, in 1mss
ing upon the income tax in that decision, took up specifically 
the proposition of an economic definition and answered it, and 
contended that the framers of the Constitution were not con
trolled by that definition. 

It was, therefore, a proposition which had been presented 
from the beginning. It was not new to the court in the Pollock 
case. It was as old as the argument upon this question from 
the start. But it was revived in the Pollock case and re-pre
sented to the court with much ability, and unquestionably 
was taken and accepted by the court as a controlling factor in 
the determination of the proposition. 

It has been said, since the Supreme Court has come to pass 
upon_ other questions in connection with taxation, that it was 
not a direct and controlling factor in the income-tax decision. 
And therefore I beg the indulgence of the Senate for a moment 
while I call attention to the opinion of the court-both the 
opinion of the court and the dissenting opinion-to show that 

the Supreme Court accepted, to a considerable extent at least, 
that proposition \Yhich bad been rejected for a hundred years, 
reaching a conclusion at last that it was the economic defini
tion which controlled the framers in the making of the Con
stitution to some considerable extent at least. 

Mr. RAYNER Mr. President--
The PRESIDENT pro tempore. Does the Senator from 

Idaho yield to the Senator from Maryland? 
Mr. BORAH. I do. 
ll!r. RAYNER. Has the Senator observed the language of 

Chief Justice Chase in Veazie Bank v. Fenno, that .he just 
referred to? Let me read a few lines: 

:Much diversity of opinion has always prevailed upon the question, 
What are direct ta:>::es? Attempts to answer it by reference to the 
definitions or political economists have been frequently made, but with
out satisfactory results. The enumeration of the different kinds of 
taxes which Congress was authorized to impose was probably maile 
with very little reference- to their speculations. The great worlr of 
Adam Smith, the first comprehensive treatise on political economy In 
the English language, had tlien been recently published~. but in this 
work, though there are passages which refer to the characteristic differ
ence between direct and indirect taxation, there is nothing which affords 
any valuable light on the use of' the words "direct taxes" in the Con-
stitution. · 

Then he goes on to say : 
What does appear in those discussions, on the contrary, supports the 

construction. Mr. Madison informs us that :Mr. King asked what was 
the precise meaning of direct taxation, and no one answered. 

That was Rufus King, in speaking or a definition of a direct 
tax. Rufus King rose in the convention and asked what direct 
taxes were. There sat l\Iadison and Hamilton and Martin and 
Pinckney and all the rest of the great lawyers of that day, and 
no one answered him. · 

What I want to ask the Senator is this: Does the Senator 
think that at the time that provision was put in the Constitu
tion there was any accurate definition of what direct taxes were? 
I am just asking the question, not to interrupt the Senator or 
by way or any opposition to what the Senator says. 

Mr. BORAH. I am aware, Mr. President, that there are 
those who believe that the framers of the Constitution did not 
know the meaning or the language that they were using in the 
great charter which they were making. I am not or that faith. 
I believe that the fathers, when the history or the surrounding 
circumstances is closely studied, will be found to have lmowh 
and understood precisely the definition of the phrase "direct 
taxes," and that especially would the careful makers of that 
great instrument have refrained from putting into the Con
stitution a phrase which was ambiguous after their attention 
had been called to tl!e fact that it was ambiguous. 

I belie,·e, on the other hand, the mere fact that the question 
of 1\Ir. King was not answered was a mere incident in the dis
cussion. It does not indicate for a moment that those who 
·used the phrase did not, as a general rule, understand precisely 
how it was being used. 

I think I will show before I go very much further that Mr. 
Hamilton, to whom reference was made, did understand and 
had a direct and definite idea of the meaning of direct taxes ; 
that he explained at the time in his own proposition which be 
submitted to the convention; that while there mig-ht haYe been 
those in the convention who did not haYe a definite or specific 
idea sufficient to express it, yet as a consensus of opinion in the 
convention it was very well and very thoroughly understood. 

l\Ir. SUTHERLAND. Mr. President--
The PRESIDENT pro tempore. Does the Senator from 

Idaho :vield to the Senator from Utah? 
Mr. BORAH. I do . 
1\Ir. SUTHERLAND. The statement is made in the Madison 

papers, to which the Senator from Maryland has called atten
tion, that Rufus King asked the question, What is a direct tax? 
I think the question, though, was What is direct taxation? Per
haps there is no difference. EYidently the question challenged 
the attention of the convention, because 1\Iadison goes on to 
say that no one answered it, and he seems to attach some im
portance to that fact. If I understand the position of the Sen
ator from Idaho, it is that direct taxes ure of two kinds, aw1 
two only, namely, a capitation tax and a lund tax. 

1\Ir. BORAH. And the improYements of land. 
Mr. SUTHEllLAND. Well, that amounts to the same thing

a capitation tax and a land tax. The question I desire to sub
mit to the Senator is this: If that was within the intention of 
the framers of the Constitution, and if the answer to the ques
tion" What is a direct tax?" was so simple as the Senator from 
Idaho now seems to think it is-namely, that it was only a capi
tation tax and a tax upon land-is it not a little remarkable 
that somebody ditl not answer him? 

Mr. BORAH. I do not look at it in that way. I think the 
simplicity of the thing makes it more plain as to why tlw:r did 
not answer it-because of the fact that it might not have been 
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regunleu as a matter of serious contention and of debate. I 
might ask the question here as to what is an excise tax. A 
man "·ould know in a moment what the general idea was, but 
it \Yould take him three hours to tell what it was, in view of 
all the decisions of the courts upon the matte1·. It might be 
true, with reference to that situation, that they had a general 
and even a definite idea as to what they understood the defini
tion to be, but no one considered it essential to define it pre
cisely; or it might have been due entirely to the exigencies of 
debate, the matter being asked in a casual way and urged aside 
by other matters. 

Another thing: The framers of the Constitution did not spend 
any time in making precise definitions of the exact terms which 
they used. It has been commented upon by such men as Mar
shall and other writers on the Constitution time and time 
again that they were not there making a dictionary of political 
science or political words or law terms; that they were framillg 
a general law for a general government, which they expected 
to be construed in a general way to meet the conuitions and 
emergencies which should arise in the future, and never in a 
technical way. 

I will come more directly, howe>er, to tlia.t in a few moments, 
when I come to discuss the actual debate which took place 
with reference to this precise clause. 

·wnen I come to that debate we will find out that a definition 
was gi1en in a general way and that the facts and circum
stances surrounding the discussion point without any question 
to the exact understanding of the framers. It bas been said 
time and time again that yery little took place in that conven
tion. Not a great deal did take place, but enough took place 
to show precisely what they understood by direct taxation. 

I was saying that this idea of a shiftableness of the tax had 
been presented many times to the· court and was re-presented in 
the Pollock case. I further stated that since the Pollock de
cision it has been said, iD. view of the necessity of leaning away 
from it again, that it was not controlling in that case. I want 
to call attention to the language of the court in the Pollock case: 

. The first question to be considered is whether n. tax on the rents or 
income or real estate is a direct tax within the meaning of the Consti
tution. Ordinar!ly all taxes paid primarily by persons who can shift 
the.burden upon some one else or who are under no legal compulsion to 
pay them are considered indirect taxes ; but a tax upon property holders 
In respect of their _estates, wh.ether real or personal, or of· the incomes 
yielded by said estates, nnd the payment of which can not be avoided, 
are direct taxes. Nevertheless It may be admitted that although this 
definition of indirect taxes is prima facie correct and to be applied in 
consideration or the question before us, yet that the Constitution may 
bear a di.tl'erent meaning and that such meaning must be recognized. 

They proceed to discuss the other feature of it. Again the 
court said, in the majority opinion: 

The Federalist demonstrates the value attached by Hamilton Madi
son. and J"ay to historical experience and shows they made a 'careful 
study of many forms of government. ll!any of the framers were par
ticularly versed in the literature of the period-Franklin, Wilson and 
llarnilton, for example. Turgot. had published, In 1764, his wo~k on 
taxation and in 177G his essay on the formation and distrib•ition of 
wealth, while Adam Smith's Wealth of Nations was published in 177G. 

All leading up to the final conclusion that this was uppermost 
in the minds of the framers of the Constitution. Again the 
court quotes approvingly from Mr. Gallatin's works: 

The most generally received opinion, however, Is that by direct taxes 
in the Constitution those are meant which are raised on capital or 
revenue of the people ; by Indirect, such as are raised on their expense. 
As that opinion is in itself rational and conformable to decision whlch 
bas taken place on the subject of the carriage tax, and as It appears 
important for the sake of preventing future controversies which may 
be not more fatal to the re>enue than the tranquillity of the Union 
that a fixed interpretation should be generally adopted it will not be 
improper to corroborate it by quoting the author from whom the idea 
seems to have been borrowed. He then quotes from Smith's Wealth 
of Nations, and continues: "'.rhe remarkable coincidence of the clause 
of the Constitution with this passage in using the word • capitation • as 
a generic expression including the different species of direct taxes-an 
acceptation of the word peculiar, it is believed, to Doctor Smith-leaves 
little doubt that the framers of the one had the other in view at tho 
time and that they as well as he, by direct ta.:o::es, meant those paid 
directly from and fallin~ immediately on the revenue, and by indirect 
those which are paid indirectly out of the re>enue falling immediately 
upon the expense." 

The court was evidently relying, as the court had always 
refused to do before, upon this indirect-tax definition as given 
by the economic writers. 

Mr. Justice White, in his dissenting opinion, specifically refers 
to this fact. He says : 

·Now, after a hundred years, after long-continued action by other 
departments of Government, and after repeated adjudications of this 
court, this interpretation is overthrown and Congress is declared not 
to have the power of taxation, which may at some time, us it has in 
the past, prove necessary to the very existence ot the Government. By 
what process of reasoning is this to be done? By resort to theories In 
order to construe tho word "direct" in its economic sense instead of 
in accordance with its meaning In the Constitution, when the very 
result of the history which I have thus briefly recounted is to show 
that the economic construction of the word was repudiated by the 
framers themselves and has been time and time again rejected by the 
court. 

Again ~Ir. Justice White says: 
It seems evident that the framers, who well understood the meaning 

of this word, ha>e thus declared in the most positive way. that it shall 
not be so construed in the sense of Smith and Turgot. 

The argu~nt, then, it seems to me, reduces itself to this: That the 
framers well knew the meaning of the word "direct;" that so well 
understanding It, they practically Interpreted it In such a way as to 
plainly indicate that it had a sense contrary to that now given to it 
In the view adopted by the court; although they thus comprehended 
the meaning of. the word and interpreted it at an early date, their 
interpretation Is now to be overthrown by resorting to the economists 
whose construction was repudiated by them. 

Mr. Justice Brown s::tys in his dissenting opinion· in regard to 
the shiftableness of the tax~ 

By resurrecting an argument that was exploded In the Hylton: case, 
and has lain practically dormant for a hundred years, It is made to do 
duty tn nullifying not this raw alone, but every slmllar law that Is not 
based upon an impossblle theory of apportionment. · 

Mr. Justice Harlan also, in his dissenting opinion, calls atten
tion to the fact that this econonlic definition which had been 
urged upon the court for so many years and. rejected had been 
called into life for the purpose· of. overturning the d~isions of 
the court of a. hundred years, and I" think we may reasonably 
conclude that whatever· may be said, in view of the later deci
sions, the Supreme Court of the United States interwove into 
the argument and into the decision as an elementary fact in the 
decision the economic definition of a direct tax. 

Now, Mr. President, what has become of that delin.ition since 
the income-tax decision'! I think I will show in a few mo
ments..:..and I do not propose to take up the tin1e of the Senate 
to read authorities-that that definition, strong as it was in 
that case, controlling as it was in reaching a conclusion, has, by 
the unanimous opinion of the Supreme Court, so far as this par
ticular point is concerned, been swept entirely away and re
jected in toto, as it had been for a hundred years before the 
Pollock case. 

The first inheritance-tax case which went to the Supreme 
Court for consideration was the case of the United States v. 
Perkins. It came up from the State of New York. It invol>ed 
the constitutionality of the inheritance-tax law of the State of 
NewYork. .. 

A citizen of the State of New York, having dietl, left a part of 
his property to the Government of the United States. The 
question was raised that it wus not within the power of the 
State to tax property belonging to the Government, which is 
true, and that it was not within the power of the State to tax 
the right of the GoYernment to take property, which is true. 

Therefore the Supreme Court was confronted with the propo
sition of meetii~g that which had been settled so long. that you 
could not tax the property of one sovereignty by the action of 
another, and that the instrumentality of one government can 
not be embarrassed and taxed by another. This property which 
had been left to the Government was to be subjected to the 
tax, or at most the right to take the property was to be sub
jected to the tax. The Supreme Court said that it was not a 
tax upon the legacy itself after it had become the property of 
the United States, but it was a tax upon the property before it 
was distributed to the United States. That it, the property, 
came to the Government diminished of the tax. · 

If that is true, Mr. President, what becomes of the economic 
definition of the shifting of the tax to some one else? Was 
if not a direct tax upon the property itself? Could the tax on 
the property be shifted? Could it be transplanted to some 
other party to be made to pay the tax? That seems to be con
clusive. 

Again, in the case of Knowlton v. Moore, in One hundred and 
sewnty-eighth United States, the national inheritance tax of 
1898, which was a part of the war-re1enue act of 1808, came 
before the court for consideration. Those who accepted the 
income-tax decision and were at the same time contending 
against the constitutionality of the inheritance tax presented to 
the court this proposition: 

'.rhat the income-tax decision rested upon the proposition that 
that was a direct tax which could not be shifted. and that that 
was an indirect tax which could be. If that was true, the in
heritance-tax law of 1808 must necessarily go out. But the 
Supreme Court in that case, by a unanimous opinion of the 
court so far as this particular point is concerned, took up the 
proposition of this economic definition of a direct tax and re
jected it, as it had consistently and without a dissenting voice 
done fo:r: a hundred years before the Pollock case. 

So fa:t" as this proposition, which had such an important bear
ing in the Pollock case, is concerned. there can be no possible 
doubt but what it has been swept away entirely by the unani
mou.s opinion of the Supreme Court of the United States. They 
have said once and for all that that argument which was pre-t 
sented in the Hylton case, which was presented in the Pacific 
Insurance case, and the Springer case, and which was rejected, 
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is by this court rejected again, although no man can rend the then prescribed a rule which destroys the power which they 
income-tax decision and not conclude that it was a controlling intended to grant, because it is conceded that if you can not lay 
and elementary proposition in the determination of that case. taxes upon the income from real estate and personal property, 

In my opinion the presentation of this matter on that one fact except by apportionment, it is a practical impossibility, and that 
alone to the Supreme Court of the United States is warranted they have prescribed a rule which destroys the power that they 
in view of the subsequent decisions. fully intended to grant to the General Government. 

Mr. SUTHERLAND. Mr. President-- That of itself upon the face discloses that the framers of the 
The PRESIDENT pro tempore. Does the Senator from Idaho Constitution did not intend by direct taxes that :which could not· 

yield to the Senator from Utah? be apportioned. They said direct taxes should be apportioned.· 
1\fr. BORAH. I do. They intended to give a full power to tax. They intended to 
Mr. SUTHERLAND. Does not the Supreme Court in the give a practical power to tax, and to give a tax which would be 

Knowlton case distinguish that case from the Pollock case and equitable and just, and yet in the next breath you say to us that 
say in the Knowlton case that an inheritance tax was not a they have prescribed a rule wbich makes it impracticable, 1m-
tax upon the property but a tax upon the devolution of prop- possible; in fact, unjust and incapable of apportionment. . 
erty? Let me ask the Senator whether or not he sees any dif- Mr. Chief Justice Marshall said many times that we should 
ferencc between a tax of that character, upon the devolution of give to the language contained in that great instrll.ment a rea-
property, and a stamp_ dll.ty upon a deed? The Senator will sonable and practical construction. · 
concede that we have no power under the Constitution to im- The English statutes and the English law for a hundred yeai·s 
pose a tax upon land unless by the rule of apportionment. Yet prior to the adoption of the Constitution of the United States 
I take it the Senator will- also concede that we haTe power to had made the distinction in their statutes and in their la~s. 
impose a stamp duty on the deed by which the title was pre- which is made to a very large extent in the Constitution of the 
sented. United States. We use the word "duty" to•day in common par-

Mr. BORAH. Mr. President, I am aware the Supreme Court lance as applying to a charge laid upon goods which are brought 
distinguished the Knowlton case from the income-tax case, but into this country, but for a hundred years in the old ancient 
that was on another subject entirely. That was not with statutes and in the English law the word " duty" covered every. 
reference to the economic definition of the tax. They did no:; kind of charge or tax which was laid upon property other than 
distinguish upon that proposition. They took that up bodily, that charge which was laid upon real estate. If you will recur 
met it, and rejected it. The distinction came when they came to to your old Bla~kstone you will find that Blackstone in defining 
deal with the question whether the tax was upon the property taxes refers to the charge which was laid upon land, and when 
or upon the right to take property, which I will come to later. he refers .to the other charges upon property, personal property, 
I may say in passing that I am not discouraged when I find the· houses, incomes, salaries, offices, windows, and e,·ery species of 
court distinguishing .a case, because it seldom overrules and personal property which was taxed, it is referred to invariably 
quite often distinguishes. It distinguished the Hylton case; it as a duty. 
distinguished the Pacific Insurance case, the Scholey case, and It is much more reasonable to assume that the framers of the 
the Springer case. Yet I think there is no doubt in the mind Constitution, thirty-one of whom were lawyers, were controlled 
of imy man in the world but what it specifically overruled all and influenced by this usage of a hundred years than that they 
those cases in the Pollock case; it was called "distinguishing." were controlled by an economic definition of a new writer upon 

Now, I propose to show briefly, Mr. President, with reference a dismal subject, which was at that time receiving very little 
to the historical definition of the tax, having passed from the consideration at the hands of the general public. 
economic definition, that, in the first place, it had no basis as You remember that Edmund Burke, in his great speech upon 
to historic fact; in the second place, that it also was rejected conciliation with America, said that some of the most profound 
by numerous decisions of the Supreme Court of the United lawyers of the English-speaking tongue were found at that time 
States; and thirdly, that while it was controlling in the Pollock in the English colonies of America. He said, furthermore, that 
case, it also has been, in my judgment, although not specifically, it was disclosed by the bookstores of London that more copies of 
I am frank to admit, rejected by the Supreme Court since the Blackstone were sold in America at that time than were sold 

·Pollock case. '.rhe historic definition, as I said a few moments in London or in England. Governor Gage, the governor of 
ago, is based upon the proposition that the direct-tax phrase of Massachusetts, said in one of his messages across the water: "I· 
the Constitution, taken in connection with the historic circum- have a government of lawyers; the lleople are lawyers; they are 
stances and facts which surround it, show that the framers of familiar with your statutes; they know your laws better than 
the Constitution understood by a direct tax a tax upon all kinds you know them yourself." · 
of property-personal, real, and the income therefrom. Those And he complained that they had found technicalities by 
who oppose that view contend that the historic definition shows which they had evaded the laws which were drawn by the best 
that they had in mind alone the tax upon persons, or a capita- English lawyers. These men were entirely familiar-not only 
tion tax, and a tax upon laud. the makers of the Constitution, but their constituents and the 

I desire to call attention to the language of the Constituti,on, people generally-with the English statutes. '.rhey knew the 
in order that we may have it before us for the purposes of the phrases ,vhich had been used and were in common use. -
discussion: . Let me call your attention to a few extracts on that subject, 

SEc. 8. The Congress shall have power to lay and collect taxes, duties, and I might call your attention to more. Blackstone referred to 
imposts and excises, to pay the debts and pro,ide for the common de- h' t b t 
fence and general welfare of tile United States; but all duties, imposts taxes and duties as follows, not using IS exac language, u 
and excises shall be uniform throughout the United States. speaking from memory : 

• • • ~ * • • 'l'axes charge on land, duty, everything else-houses, windows, 
No capitation, or other direct, tax shall be laid, unless In propor- improvements on real estate, and all kinds of personal property, 

tion to the census or enumeration herein before directed to be taken. 
• * • * • • • on servants, coaches, horses, offices, and sal:1ries. 

No tax or du.ty shall be laid on articles exported from any State. '.l'hes1~ taxes were incorporated in the act of 1SU7, which re-
It is conceded, looking at the language alone for a few mo- ferred to them as "taxes" and duties. 

ments, by all commentators upon the Constitution, and it has The title of the act of 1703 was as follows: "An act granting 
been stated by the Supreme Court of the United States time and aid to Her l\fajesty by land tax, etc." This was mnde perpetual 
time again, that it was in the purpose of the makers of the Con- in 1798 and was still called a "land tax." 'l'lle other form of 
stitution to grant full and plenary power to the National Gov- taxes· ~·llich were assessed were inYariably referred to in the 
ernment to lay taxes. It "·as intended that the National Gov- statutes as" duties." Thus in 1G9G we llaYe an act for granting 
ernment should haYe complete power to tax ewry person and to His Majesty several rates or duties upon houses. In 1796 
eYery species of property within its wide and broad domain. we have the terminology for repealing the seYeral duties upon 
'.rhere can he no question about that. houses, windows, and lights, nnd another for establishing a unl-

It is true thnt the convention provided two rules by which it form duty on d"·elling houses. lYe llaYe also a statute re
should be done, h:r the mnnner in which the tax should be laid; felTing to duties on coal, cin~lers.' an~/o .forth. Th~n we h:n:e 
but the power to lav taxes "·as complete and full, and intended. the tax law of the elder P1~t m 11v8 for grm~tmg to H1s 
to cover all {lersons ·and pr011erty within the wide domain, wher- 1· Majesty several rates or dutws upon offices, pcnHJons, houses, 
ever they might be found. Those men who had had experience etc." , . . . , 
with the ·Articles of Confederation. "·ho had had experience with These words had well-defined meanmg m. til~ Engh~h law and 
drawing upon the State.s for their susten:mce, did not propose were familiar to the fram~rs of ~~1e C~n~tlt~Jtwn. , 
to have the Kntionnl Gowrnment shorn of any of its pmver to Lands were the only ba~1s of dn~ct ~.exes m tile States ,tt the 
lay taxes upon all the vroperty which it had within its control time of the adopt!on of ille ConstitntlOl~. . .· 
or in its dominion. And yet they say to us, Mr. President, that In that connectwn, t?o, nnd as a ll~lt ?f the h1stouc facts 
the makers of the Constitution:, who intended to giYc to the Na- leading up to the adoptl?n of the Constltt:t;on, we ought to look 
tiona! Government the power to lay taxes fully and completely, for a moment at the Articles of ConfederatiOn. 
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!IIr. SU'l'IIERLAND. Mr. President--
J.'he PHESIDENJ.' pro tempore. Does the Senator from Idaho 

yield to the Senator from Utah? 
_ Mr. BORAH. I do. 

Mr. SUTHERLAND. Before the Senator leaves the question 
of the discussion of English writers, I understand he is re
ferring to those authorities for the purpose of attempting to es
tablish that an income tax is not a direct tax. Am I correct in 
that?-

Mr. BORAH. I was referring to those authorities to show 
that when the fathers referred to taxes, they referred to taxes 
upon land; and when they referred to duties, they referred to 
taxes upon all personal property. 

Mr. SUTHERLAND. For what purpose does the Senator 
refer to the English writers-for the purpose of showing that an 
income tax is not a direct tax, Qr for some other purpose? 

Mr. BORAH. I was referring to the English writers for the 
purpose of showing that they made the distinction in this way: 
That \Yhen they referred to charges imposed by the Government 
upon land, they called it a tax; and when they referred to a 
charge imposed by the Government upon all personal property 
and income and such things, they called it a duty. Therefore 
the fathers might very aptly have used the word "duty" in 
the Constitution as covering the same class of taxes which the 
English writers have co-vered. 

Mr. SUTHERLAND. Does the Senator think that these Eng
lish writers bear out his contention that an income tax is not 
a direct tax? 

Mr. BORAH. I think that the English authorities bear out 
specifically what I ha-ve said-that they referred to a charge 
upon all kinds of pro11erty except real estate as a duty. 

Mr. SUTHERLAND. The Senator does not answer my ques
tion. 

Mr. BORAH. I answer your question precisely. 
Mr. SUTHERLAND. Let me put it again. Does the Sena

tor think that the English authorities to which he has referred 
bear out his contention that an income tax is not a direct tax? 

Mr. BORAH. l\fr. President, I have not cited these authori
ties with reference to that proposition specifically, and I am 
not citing them with reference to that proposition. If the Sena
tor will understand me, I will state again that the framers of 
the Constitution used the word "duty" and the word "tax" in 
the sense of the English statutes and English law. In- the 
sense they used those words "duty" co-vered everything except 
taxes upon land, and " taxes" co1ered land. 

Mr. SU1.'HERLAND. Let me put the question in a different 
way, then. Does the Senator think that the position of the 
English writers prior to the- adoption of the Constitution was 
that an income tax was not a direct tax? 

Mr. BORAH. I never ascertained that prior to that time 
they had that imposition on them. I have ascertained that 
after that time somewhat, pretty nearly seventy years, they re
ferred to it as a direct tax. 

Mr. BAILEY. Mr. President--
The PRESIDEN'r pro tempore. Does the Senator from Idaho 

yield to the Senator from Texas? 
Mr. BORAH. I do, 
Mr. BAILEY. Permit me to say that the English income tax: 

was first levied after our Constitution had been adopted. 
Mr. SU'!'HEHLAKD. I am quite aware of that fact, and was 

just about to refer to it. The income tax was levied in England 
after our Constitution was adopted, and it was called by the 
English Parliament and by the English courts a direct tax. 

Mr. BORAH. Yes; that was after our Constitution was 
ado11ted. 

Mr. SUTHERLAND. The point to which I desire to call the 
Senator's attention is that the English Parliament and the 
English courts, ''"ith all of these English authorities before 
them, held that the income tax was a direct tax. 

Mr. BAILEY. Will the Senator from Idaho permit me? 
The PRESIDENT pro tempore. Does the Senator from 

Idaho yield to thG Senator from Texas? 
Mr. BORAH. Certainly. 
Mr. BAILEY. The Senator from Utah must know tb:at the 

practical construction, however, of that income tax was that a 
tax on the income upon a security was not a tax on the security 
itself; in other words, the government obligations had been is
sued to be free of taxes, and when the younger Pitt came to 
raise rewnue he contended that a tax on an income was not a 
tax on the obligation itself, and he levied it accordingly in the 
face Of the exemption of the obligation from that tax. 

l\:Ir. SUTHERLAND. But what the Senator from Texas [Mr. 
BAILEY] has :>tated d?es not alter what I have said, namely, 
that the English Parliament and the English courts have uni· 
formly held that an income tax was a direct tax. 

XLIV-107 

Mr. BAILEY. I understand, Mr. President; but I made the 
rejoinder to the Senator for the purpose of showing that the 
authorities he has quoted still sustain the Senator from· Idaho 
[Mr. BoRAH], because they hold that the tax on the income of 
a subject is not a tax on the subject itself, and, if they are ·right, 
then a tax on the income of land is not equivalent to a tax on 
the land itself. 

Mr. BORAH. Mr. President, I shall now refer to the .Articles 
of Confederation. We find in the eighth article of confederation 
this stu tement: 

All charges of war and all other expenses that shall be Incurred for 
the common defense or general welfare and allowed by the United 
States In Congress assembled shall be defrayed out of the Common 
•.rreasury, which shall be supplied out of the several States In propor
tion to the value of all lands within each State granted to or surveyed 
for any person, as such land and the buildings and Improvements thereon 
shall be estimated according to such mode as the Umted States In Con
gress assembled shall f1·om time to time. direct and appoint. 

The Articles of Confederation, of course, can play 1ery little 
part in our conception of that situation as we. view it to-day; 
but they were an important matter in the minds of those men 
met for the purpose of framing the Constitution. There were 
many men met in that convention who believed that it would be 
sufficient to rearrange the Articles of Confederation, granting 
more power, and let the matter stand precisely as it was. In 
these articles we find the same expression of sentiment with ref
erence to the manner in which they should collect taxes, which 
they deemed at that time a levy upon the States, and that was 
by a levy upon land. It is not, of course, conclusive, but one of 
the incidents, the facts, and the circumstances surrounding the 
situation. Mr. Hamilton, in his constitutional plan which he 
submitted to the conyention, said: 

Taxes on lands, houses, and real estate and capitation taxes shall be 
apportioned in each State upon the whole number of free persons, except 
Indians, etc. (Art. 7, sec. 4.) 

Here is certainly a very clear statement of what one of the 
leading spirits of that convention understood by the phrase 
"direct taxes." "Taxes on lands, houses, and real estate and 
capitation taxes" should be apportioned, in the view of Mr. 
Hamilton. 

Mr. SUTHERLAND. But the convention rejected that. 
Mr. BORAH. I maintain, Mr. President, that that conven

tion did not reject it. The language was changed, but the prin
ciple which was therein enunciated was the exact principle 
which the convention adopted, although, I repeat, they changed 
the language. In the Federalist Mr. Hamilton says, referring to 
taxes: 

'l'hose of direct kind (referring to taxes), which principallv relate to 
land and buildings, may admit of a rule of apportionment. 'Either the 
value of the land or the number of the people may serve as a standard. 
· Now, Ur. President, 'this leads us up to the convention. What 
happened in the convention? Upon the 3d of July, 1787, the 
convention took up in earnest the question of representation. 
The grand committee accepted as a basis of compromise Doctor 
Franklin's proposition, that they should have one representa
tive for every 40,000 people; that each State should have an 
equal vote in the Senate; and that all bills for revenue and 
appropriation should originate in the House of Representatiyes. 
The discussion ranged from the 3d of July until the 12th. 
Some were in favor of apportionment upon the basis of num
bers; some upon the basis of property or wealth. Finally there 
arose in the convention this discussion, coming particularly 
from South Carolina and Georgia, that they desired sufficient 
representation to prevent an unnecessary burden being placed 
upon their slaves in the way of taxes and upon the vacant and 
unoccupied lands of the South. More than one thing entered 
into this question of representation, but one of the controlling 
propositions in the convention, and one which disturbed it, was 
upon the part of the South endeavoring to protect their slaves 
against an unnecessary burden of taxation by reason of the 
sentiment of the North, and of laying an arbitrary value upon 
land which would be unfair to the vacant and unoccupied lands 
of the South. 

There is one thing that we ought not to forget here in this 
discussion, and that is that the agitation upon the slavery ques
tion at the time of the meeting of the conyention was the most 
severe that occurred at any time until the abolition movement 
began, years after the Constitution was framed. It is said that 
the English, who had for a time stopped in New York and other 
portions of the country, had started a propaganda, which led to 
the agitation throughout the colonies with reference to the free
dom of the slaves. An antislavery society had just been organ
ized in New York, of whi~<:h Alexander Hamilton had been made 
secretary and of which Jay and Livingston were acti-ve mem
bers; and Doctor Franklin had just been made president of an 
antislavery society in Pennsylvania. And it will be remembered 
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that the good old Quakers of Pennsylvania appeared before 
Congress from 1783 to 1787, petitioning Congress to abolish 
slavery, and upon the very day and in the very week that the 
convention met in Philadelphia for the purpose of framing the 
Constitution the Presbyterian synod met and were discussing 
the question of abolishing slavery, and they passed a resolution 
to that effect, and the people of Pennsylvania sent a petition to 
the Constitutional Convention itself asking for the abolishment 
of slavery; which petition, however, was not presented. 

Mr. BACON. Mr. President, I should like to ask the Senator 
a question. 

The PRESIDENT pro tempore~ Does the Senator from 
Idaho yield to the Senator from Georgia 1 

Mr. BORAH. Certainly. 
:Mr. BACON. How many States at that time had the insti

tution of slavery? 
Mr. BORAH .. Practically all. 
Mr. BACON. That is the :fact; but I think Massachusetts 

was probably an exception. 
Mr. BORAH. It is true as to practically all, but I thfnk 

the Senator will agree with me, from reading the debates of 
the convention, that the discussion with reference to the 
matter was from the States of South Carolina and Georgia. 

Mr. BACON. That is true. I did not mean to take issue 
with the Senator. I simply wished to supplement the very 
important information which he is giving. 

Mr. BORAH. Yes; I agree with the Senator that practically 
at that time slavery very generally extended throughout the 
States, but it was known that the agitation against it was 
much stronger in the certain Northern States than in the 
South. 

Mr. BACON. It was anticipated even at that time that the 
climatic conditions would make a difference in the main
tenance of the institution. 

l\fr. BORAH. Yes. Finally, Mr. President, after the discus
sion had ranged over the different fields of compromise for sev
eral days, upon the lOth day of July, 1787, an incident occurred 
in the convention which ought not to be overlooked. That was 
the last day that Lansing and Yates, of New York, appeared 
upon the floor of the convention. Upon the lOth day of July, 
1787, Mr. Lansing and :Ur. Yates left the convention floor at the 
request of the governor of their State, Mr. Hamilton alone re· 
maining, without a vote, however, in the convention. This left 
the convention solely in control of what, in the minds of the con
vention, were the Southern States. At last it was suggested
and I think the suggestion came from Mr. Williamson, of North 
Carolina-that in estimating the slaves three-fifths of a sla:ve 
should be equal to his master; and Old Virginia, although con
sidered a Southern State~ with a united delegation voted in 
favor of tllllt proposition. It was at that time that South Caro
lina and Georgia, through their representatives in the com·en
tion, stated to the convention that they would not be satisfied 
with that situation; that, in their opinfon, in order to protect 
their slaves from unjust taxation and their vacant land in the 
South from arbitrary valuation they should have a representa
tion equal to the Northern States, and in order to have that rep
resentation they must necessarily have equal representation for 
their slayes. Upon the night of the 11th of July, 1787, a debate, 
heated during the day, was closed by Gouvcnwur Morris, a dele
gate from Pennsylvania. He said-! can not quote his exact 
language, but very nearly: " I am placed in the dilemma of 
either doing an injury to the Southern States or an injury to 
humanity, and I prefer to do injury to the Southern States. I 
am not willing," he said, "to give encouragement to the slave 
trade by giving them equal representation for the negro." 'l'hat 
suggestion at that time was answered by the representatives of 
South Carolina and Georgia stating that what they desired was 
equal representation, and that was the only way by which it 
could be had. 

l\Iincl you, up to this time, Senators, there bad been no sug
gestion in that convention as to the apportionment of taxes. 
And so the night of the 11th of July came and went, and it is 
conceded to be one of the tragic and eventful nights in the 
history of that convention. 1\Ir. Mason, of Virginia, said that 
he could ill be spared from his home, but he was willing to bury 
his bones in that city before going home without some result. 
Others lamented the unfortunate situation in which they were 
placed. Upon the morning of the 12th of July, 1787, Gouverneur 
Morris· came into the convention, and for the firPt time moved 
the convention to apportion taxes and repn:;entation upon the 
!Jas·is of numbers. This gave protection to the people who were 
uneasy about the taxation of their slaves and their ·meant 
land!':. 

1\Ir. President, what was the obstacle that they were trying 
to ;!,void? What was the bone of contention of the southern 

representatives? The southern representatives were asking for 
sufficient representation to protect that which they deemed nee· 
essary to their interests and prevent excessive taxation on their 
slaves and arbitrary taxation of lands which were not as valu· 
able as those in the Korth. When we take into consideration 
what they were seeking to avoid, is it not reasonable to conclude 
that when Mr. Mon1s suggested this he was suggesting relie:t 
in regard to those specific matters? . 

I want to call your attention to a witness who was there and 
who ought to know, and the language of this prominent member, 
of that convention is borne out in full and complete by the 
record's of that convention. · 

The provision- . 
Referring to a direct tux-
The provision was made In favor ot the Southern States • the~ 

possessed a large number of slaves ; they had extensive tracts of terri: 
tory, thinly settled, and not· very productive. A majority ot the 
States had hut few slaves, and several of them n. limited territory, well 
settled, and In a high state of cultivation.. The Southern States, ff no 
provision had been Introduced in the Constitution, woold have been 
wholly at the mercy of the other States. Congress in such case might 
tax slaves; at discretion or arbitrarily, and land In every part of the 
Union, after the same rate or measure-so much a head tn the 1lrst 
Instance, and oo much an acre in the second. To guard them against 
Imposition In these particulars was the reason of Introducing tile clause 
In the Constitution which directs that Representatives and direct taxe:;r 
shall be apportioned among the States according to their respective' 
numbers. 

That is the language of Mr. Patterson in .the Hylton case. 
He was not only an active member of the convention, as the de
bate shows, but a participant in this particular debate from 
day to day from the 3d of J'uly to the 12th of July, when it 
was finally settled. Will men livfng a hundred years nfter 
those who participated in the debates in that convention, and 
who .knew the point of controversy and the obstacle to be 
a>oided, undertake to pass judgment upon what the framers of 
the Constitution meant by direct taxes when the participants 
in the convention have given their own interpretation of the 
charter? 

I speak at an times, Mr. PresidenT, with due respect and 
regard for the great tribunal whose judgments we are review
ing, but I can not understand, in the light of the history which 
surrormds this phrase and the language of the men who made it 
and interpreted it, how it could ever have been misinterpreted: 
or misconstrued or how there could be misunderstanding as to 
what the framers understood direct taxes to me.'ln when they 
put tli.ose words in the Constitution. · 

Suppose, as the Senator from Utah [llfr. SuTHERLAND] has 
said, somebody had risen to answer Mr. Rufus King, and hadJ 
stated that the term "direct taxes" means so and so, would: 
ft have been more positive, more conclusive, more binding than 
the facts of the convention and the language of Justice Patter
son, who construed it before the ink was hardly dry with which 
tlley wrote the parchment? 

KO\v, Mr. President, suppose we pass the Hylton case for a 
moment as a decision, and review it as an historic fact only, 
and very briefly, because it has been enlarged upon by the 
Senator from Texas [1\fr. BAILEY], and I will not undertake to 
glean where he has harvested. As an historic fact alone, here 
is a decision rendered a very short time after the Constitution 
was made, and rendered by some of the men who made the 
Constitution, because Wilson and Patterson were both active 
in that debate and participated in this particular debate. Does 
it not seem that they would have had a clear conception of 
the purposes and objects of the conYention, and can it be con
ceived that those men knowingly would have given a loose 
construction to the language or one which was not sustained' 
by the facts in the convention? So, if we view it not as a 
decision, or quarrel about its being dicta, but simply as an 
historic fact, it is conclusive to the minds of reasonable men 
tlwt these men understood precisely what they were doing. 
when they put that phrase into the Constitution-that it was 
put there to overcome a particular obstacle, and that obstacle 
was to secure the protection of the slaves from a burden of 
taxation and arbitrary taxation upon land. 

1\fr. President, I will now briefly refer to some of the deci
sions since that time--

l\Ir. SU'fliERLAND. 1\Ir. President, before the Senator 
leaves the Hylton case, I should like to ask him a question_ 

The PRESIDENT pro tempore. Does the Senator from Idaho 
yield to the Senator from Utah? 

Mr. BORAH. Certainly. . 
l\Ir. SUTHERLAND. In the opinion rendered by Mr. Justice 

Chase in the Hylton case, this language occurs: 
The Constitution evidently contemplateq no taxes as direct taxes, but 

only such as Congress could lay In proportion to th<> census. The rule 
of apportionment is only to be adopted in such cu~es where It cnn 
reasonably apply, and the subject taxed must ever <leterrnfne the-nppli
catlon of the rule. 
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If the Senator will follow on the language that succeeds, he Mr. President, after the Pollock case was decided, the Supreme 

'l"rill see that, in the opinion of that justice, the test of what was Court was called upon a number of times to meet the reason-
a direct tax \Yas whether or not it could be fairly apportioned. ing of that case in different tax cases. I do not, of course, 

J'IIr. BORAH. Yes. wish to be understood as saying that the. Supreme Court has 
l\Ir. RUTHE:RLAND. Justice Chase says nothing about the expressly overruled the income-tax case; but I want to call 

reasons which the Senator gives, but puts his conclusion .upon attention to some matters in connection with later decisions 
what I have stated. I want to ask the Senator whether he which are worthy of some consideration. Before doing so, how-
agrees with that reasoning of the justice? ever, I want to read a rule which has since been laid dowri 

l\Ir. BORAH. I do. by the Supreme Court with reference to the levy of taxes, which. 
1\Ir. SUTHERLAND. Then, the Senator thinks that the test is the right rule and ought to have been laid down before the 

of a direct tax is whether or not it can be fairly apportioned? income-tax decision was rendersd. It is found in One hundred , 
Mr. BORAH. I think that is one test. and seventy-third United States, where the principles of the .• 
Mr. SUTHERLAND. One of the tests. Let me put this income tax were presented to the court in a contest against the 

question-- validity of a certain tax which it was claimed was a direct tax. 
1\Ir. BORAH. That would be the test if we were viewing it 'l'he court said: ; 

aside from any h!storic fact surrounding it. The whole power to tax Is the one great power upon which the whole ; 
llfr. SUTHERLAND. That, as I understand, is one reason national fabric is based .. It is as necessary to the existence and pros

why the Senator thinks a tax upon incomes is not a direct tax, perity of a nation as is the air he breathes to the natural man. It is 
because it can not be fairly apportioned. Let me put this case ~ot,.on~ t~~l~~~rm~~d~es~~oi'ileb'go~~t~~u~~~~ l~e t~~:,e~st1nk~:W ~~\i:r 
to the Senator: 'l'he Senator agt·ees that a tax on houses and resp.ects, must be obeyed; direct taxes must be apportioned, while In· 
b 'l·'' · d" t t d th C t't t' direct taxes must be uniform throughout the United States. But· while 

Ul umgs IS a 11·ec ax nn er e ons I U lOll-- yielding obedience to these constitutional requirements, it is no part 
Mr. BORAH. Yes; if they are part of the real estate. of the duty of this court to lessen, impede, or obstruct the exercise of 
Mr. SUTHERLAND. Suppose that Congress should pass a the taxing power by merely abstruse and subtle distinctions as to the 

Jaw 11rovidin!! that all buildings 12 stories in height should pay particular nature of a specific tax,. where such distinction rests more 
•J upon the differing theories of political economists than upon the prac· 

a tax; would the Senator regard that as a direct tax or an in- tical nature of a specific tax, where such distinctions rest more upon 
direct tax? the differing theories of political economists than upon the practical 

·u BORAH All b 'ld' 12 t · h' h? nature of the tax itself. In deciding on a tax with reference to these J.tJ.r. · UI mgs over s ones Ig · requirements no microscopic examination as to the purely economic or 
· l\fr. SUTHERLAND. All buildings over 12 stories in height. theoretical nature of the tax should be indulged for the purpose of 

Would the Senator regard that as a direct tax or an indirect placing it In a category which would Invalidate the tax. As a mere 
tax? abstract, scientific, or economic problem a particular tax might pos: 

sibly be regarded as a direct tax, when as a practical tax it might quite 
1\Ir. BORAH. If they were part of the real estate, I would plainly appear to be indirect. Under such circumstances, and while 

regard it as a direct tax. following a disputable theory might be indulged as to the real nature 
1\Ir. SUTHERI-AND. And yet the Senator must concede that of the tax, a court would not be justified, for the purpose of Invalidating the tax, in placing It in a class different from that to which its prac

that tax could not be as fairly apportioned as a tax on carriages, tical results would consign it. Taxation is eminently practical, and Is, 
because there are comparatively few States in the Union that in fac!, brou{~\ to evtery ~an'f door; anddfor 

1
the

1 
purpose of deciding 

have many buildings of that character, and some that have none ~;rsou~tdt~ath~,; lh~n nwittx r!re~~n~e ~~ [~g:~· t'h~or~t!c~l ggt~~trf~fW~:~ 
at all. If the Senator concedes that, what becomes of the rule whose correctness is the subject of dispute and contradiction among 
laid down by the court that a direct tax is only a tax which I those who are experts in the science of political economy. .. 
can be fairly apportioned? I think I need hardly say to lawyers ·that that rule would 

Mr. BORAH. Well, Mr. Pre~ident, I may be. ~ull of compre- have made impossible the decision in the income-tax case, be
hension, but, if I am not excessively so, the pos1hon of the Sen- cause the income-tax decision at last rests upon the technical 
ator proves conclusively the contention which I am making proposition that a tax upon incomes is a tax upon the real 
here; I may h:we misunderstood the Senator. estate which is technical in the most technical sense and 

Mr. SUTHERLAND. What did t~e ~enator. ~a_y? - . which' has been, so far as it has ever been considered by 'other 
Mr. BORAH. I apprehend that Its Impossibtltty makes It courts, rejected as an unsubstantial technicality. 

pretty hard to answer. The inheritance-tax cases proceeded upon two propositions: 
Mr. su;.~rERLi\ND . ., I think the Senator _intended to us: First, that it is a tax upon the property, or, secondly, it is a tax 

the word. me:\.'})~tc:;nt. ~t may. not be expedient to lay a tax upon the right to inherit or to take property. I do not care 
of that kmd, but It I~ no~ 1?-li?OSSibl~. . for the purpose of this case whether you consider it as a tax 

Mr. BORAH. I thmk It 1.s l?JPOSSib.le as a pra.chcal fact. upon the property or a tax upon the right to take property. 
Mr. SUTHERLAND. It IS mexped1~nt to do It. It is irreconcilable with the proposition laid down in the 
Mr. ~~RAH. No; I do rnot agree WI~~ the Senator. . income-tax decision. If it is a tax upon property, it is a direct 
Mr. SUTHER~AND. Vi hat I am askmg th?e Senator IS, sup- tax in view of the income-tax decision. If it is a tax upon 

pose Congress dtd lay a tax of that chara~ter · the right to take property, it indirectly affects real estate just 
Mr. BORAH. Suppose t_here was a rmlroad to the moon- the same as ri tax upon incomes indirectly affects real estate. 

I do not know how the. engme would get up there-but suppose For instance, a number of state authorities and the Supreme 
there wa~, how wou~d It ?et up there?. [La~ghter.] . Court of the United States in Seventeenth Howard mid that 

Mr. SUTHEHLAND. The Senator I~ as.kmg a queshon that an inheritance tax was a tax upon the property. Of course if 
does_ not seel;ll to }!ave very I~mc~ a_pphcatwn to the ca~e_I ~m that be true, Mr. President, then it must necessarily, in sus
putt~ng to h1m. Ihe Se~1ator thml,s that sort of a tax IS !ill- taining that tax, overthrow the reasoning of the income-tax 
po~sJble .. Let me put.th_ls"cas~: Snp~ose that C~ngre~s should decision, because they are laying a tax directly upon the prop
laJ a tax upo~ al~ bmldm'?s "It~. a 'alue exceedmg $<>,000,000. erty itself and it is not shiftable. 
The Senator, m new of Ins posthon that wealth ought to pay . HEYBUR I 1 ·. '"" .·. · t 
the burden of taxation can not reO"ard that as an impossible l\I~ · " N. s lOuld lil,.e !0 su,.,,est,. \\'llll_out 111 cr-
ease. ' "' ' ~·uptmg the Senato_r, that the prmc1ple of an mhentanc~ tax 

Mr. BORAH. I re"ard it-- IS a fee for the waiver of the Government to the property. In 
1\fr. SUTHERLAND. Suppose Congress should levy a tax the absence. o~ law the property would all g? ~o the Govc;rn

upon buildings exceeding in value $::i,OOO,OOO. Snell a tax could ment: ~~~d ~~ lS .merely the fee that the Go' emment chatges 
not be fairly appoL·tioned. for "an mg Its ng~t. . 

l\Ir. BOHAH. Supnose. I ask the Senator how 3·ou would l\1~. BORA~. '!:he questiOn occurs to ~e-.- . 
frame a law to do that? Then you get to the practical propos!- llfr. BACON. That could not be the reason m the case of 
tion of it, and that illu~trates my position exactly, that the the Federal Gover;miCnt. 
framers of the Constitution intemle[l that a direct tax should ~~I:. ~~~r\ijn~'lo. I b d 
be such as could be apportioned, aud that which could not be r. ' ' 1 • eg par on. . 
apportioned should be an indirect tax. Mr. BACOX I :;:ay that could not be the reason m the case 

1\fr. SUTHERLAND. Then, if I understand the Senator's of the Fcdern.l Government, .because the Federal Government 
ans,ver, it .is that a tax upon builtlings exc:eccling in yalue could not possibly have any nght uf esehent. 
$G,OOO,OOO would not be a ·direct tax? Mr. HEYBURN. I think it would bC' the case in regard to 

lllr. BORAH. I do not understand that that would be a prac- the lord of the fee, whomsoever it might be. The principle 
tical proposition or ap11ortionable under the provisions of the would not be changed by the f<1Ct that it was the Federal 
Conl'ltitution. GovcrnmC>nt. 

i\Ir. · Sll'£HEHLAND. If the Senator is satisfied with that 1\fr. BACOX. If the Senator will pardon me, what I mean is 
amm-er, I am. that the principle can not apply in the case of the enactment of 

1\Ir, BORAH. I am exceedingly gratified that I have satis- a law imposing an inheritance tax by the Federal Government, 
tied the Senator at last. because the fee does not rest in the Federal Go,·ernll}ent and 
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can not rest there, and no power of escheat can possibly reside 
in the Federal Government. 

1\lr. HEYBURN. In the absence of Jaw it would rest there . 
.1\Ir. BACON. Oh, no; never. 
Mr. BORAH. I think my colleague is correct with reference 

to the state decisioiL<;. I think he is incorrect when you come 
to sustain any national inheritance tax. If there is anything 
well settled by the decisions of the Supreme Court of the United 
States, if anything may be considered settled by the precedents 
of years and years, it is that the Federal Government can not 
tax the powers of the State or the incidents of that power. 
When you can not tax the thing, you can not tax the incidents of 
that thing; and when you can not tax the powers of the State 
to regulate inheritances, you can not tax the incidents of that 
power, and we are driven to the position either of overturning 
that long line of authorities or sustaining the inheritance-tax 
law upon the proposition that it is a tax upon property. 
. 1\fr. HEYBURN. I will merely say, with the permission of 
the Senator, that it is a tax upon the right to inherit property. 
· llfr. BORAH. ·And that is a right which rests alone within 
the power of the States to regulate, and an incident of that 
power can not be taxed any more than the right itself. 

Mr. HEYBUHN. I did not intend to go into the question of 
the difference of the rule as pertaining to the State and the 
Federal Government. I merely felt impelled to point out what, 
in my mind, was the difference between a tax upon property and 
a. tax upon the right to take property. 

l\Ir. BOnAR. I understand fully the position of my colleague. 
But, 1\Ir. President, let us examine that for a moment in the 
light of the national inheritance tax. I am perfectly aware that 
the state courts have held, time out of mind, that an inheritance 
tax is a tax upon the right to take property or the right to 
transmit property. They have varied as to whether it was the 
right to take or the right to transmit. But, as said by 1\fr. 
Justice White, the right to regulate the inheritance of property 
is a thing solely within the control of the State, .and over which 
the National Government has no control whatever, and that you 
can not tax the incidents of that right any more than you can 
tax the right itself. 

For instance, way back in the case of UcCulloch v. State of 
l\Iaryland, the Supreme Court of the United States held that you 
could not tax the stock of a corporation organized for the pur
pose of performing the functions of government. It said in 
the caEe of '.fhe Collector v. Day that the National Government 
could not tax the salary of a state officer-not the office, not 
the right to hold the office, but it could not tax the emoluments 
of the office; and they held in the case of Dobbins v. The Com
m!_ssioners of Erie County, vice versa, that the state govern
ment could not tax the salary of a federal officer. They held in 
the case of Weston et al. v. City Council ·of Charleston that you 
could not tax the stock of the Government, for the reason that 
it was taxing the power of the Government to borrow money. In 
other words, it is well settled and well established t11at "·here 
you can not tax the thing, you can not tax the incidents or 
the emoluments or the fruits or the functions of that thing. I 
say, if it is a power of the State to regulate .the right of in
heritance, you can not tax that right and you can not tax the 
incidents of it. You can only tax the property. 

I wish to call attention to the language of the Supreme Court 
upon that to show I am entirely correct. For instance, in sus
taining the inheritance-tax law they use this language, by way 
of illustration, because it was contended there that the tax 
was unconstitutional, and they said: 

These Imports
Referring to imports-
These Imports are exclusively within the power o! Congress. Can 

it be said that the property when imported and commingled with the 
goods of the state can not be taxed because it had been at some prior 
time a subject of exclusive regulation by Congress? 

Certainly not, and what are you taxing? Can it be said, 
says the justice, that the property which has been subject to 
regulation of interstate commerce can not be taxed? Unques
tionably it can, llut you are taxing the property. You can not 
tax the right to import goods. You can not tax the right to 
engage in interstate commerce. You can only tax the property 
after it has passed beyond interstate commerce. 

And again he sa:ys: 
Interstate commerce Is often within the exclusive regulating power of 

Congress. Can it he asserted that the property of all persons or cor
porations engaged In Interstate commerce is not subject to taxation by 
the seoeral States because the Congress may regulate interstate com· 
met·.ce. 

Certainly not, but again I say we are not taxing the right to 
engage !n interstate commerce or intrastate commerce, but we 

are taxing the property which has been subject to it, and when 
you come to examine that authority in the light of the previous 
decision you will find that the Supreme Court is sustaining a 
tax which is laid upon the property itself. 

But suppose we pass from that for a moment. Suppose we 
take the Supreme Court and the decisions upon the proposition 
that it is the right to lay a tax upon the right to transmit 
property or the right to inherit property. Is it not a tax indi· 
rectly affecting all the property a man inherits? The tax in 
the income case was not upon the rent. It was upon the in· 
come, and yet they said that being upon the income it indirectly 
affected the real estate. No one contended that it was a direct 
tax upon real estate, but that it simply indirectly affected the 
real estate. You take, then,. and lay a tax upon inheritances. 
We will assume for the sake of. the argument that it is a tax 
upon the right to inherit, but it indirectly affects the real estate 
just as it did in the income-tax decision. 

Furthermore, the tax law of 1898, which .was sustained, pro
vided that the tax should be laid upon the property and that 
the tax should be a lien upon the property until it was paid, and 
yet it was sustained. 

But, again, that same law had in it a clause which provided 
that transfers intet· vivos should be taxed. In other words, if 
I, in contemplation of death, should transfer my vroperty to 
the Senator from Arkansas; has the state grant~d any right to 
do so? Has the state any power over that matter? And yet 
the Supreme Court has said that that is subject to an inher· 
itance tax, and it can only be sustained upon the theory that 
it is a tax either upon property or a tax upon permission to 
die. 

But let us view this in another way. We remember the case 
of Scholey v. Rew (23 Wallace). That was an inheritance-L'lX 
case. It was sustained in the Supreme Court, and I desire to 
quote the language of the Supreme Court: 

Whether direct taxes, In the sense of the Constitution, comprehend 
any other tax than a capitation tax and a tax on land is a question 
not absolutely -decided, nor is it necessary to determine it in the present 
case, as it is expr€ssly decided that the term does not include tax on 
income, which can not be distinguished in principle from a suceession 
tax, such as the one involved In the present controversy. 

They decided in Twenty-third Wallace that an income tax 
could not be distinguished in principle from an inheritance taX, 
and Mr. Justice White, in commenting upon that, says: . · 

Again In the case of Schol€y "'· Rew, the tax in question was laid 
directly on the right to tak€ real €State by inheritance, a right which 
the United States had no power to control. The case could not have 
been decided In any point of view without holding a tax upon that 
1·ight was not direct, and that therefore it could be levied without ap
portionment. It fs manifest that the court C<Juld not have overlooked 
the question whether this was a direct tax on land <>r not, because in 
the argument of counsel it was said that it there was any tax In the 
world that was a tax on real estate which was a direct tax that was 
the one. The court said it was not, and sustained the law. I repeat 
that the tax there was put directly upon the right to inherit, which 
Congress had no power to regulate and control. The case was there
fore greatly stronger than that here pr€sented, for Congress has a right 
to tax real estate dit'ectly with apportionment. That decision ean not 
be explained away by saying that the court overl<>oked the fact that 
Congress had no power to tax the devolution of real estate and treat 
It as a tax upon such devolution. Will it be said of the distinguished 
men who then adorned this bench that although the argument was 
pressed upon them, that this tax was le>ied directly upon the real estate, 
they Ignored the elementary principle that the control o! the inherit
ance of realty !s a state and not a federal function 7 But even if the 
case proceeded upon the theory that the tax was on the devolution of 
the real estate and was therefore not direct, is it not absolutely de
cisi>e in this contro>ersy? If to put a burden of taxation on the right 
to real estate by inheritance reaches only by Indirection, how can it be 
said that a tax on the income, the result of all sources of revenue, in· 
eluding rentals after deducting losses and expenses which thus reaches 
rentals indirectly and real estate Indirectly through the rentals is a 
direct tax on the real estate Itself. 

This wa.s the case of Scholey v. Rew, decided in 23 Wallace, 
and the same doctrine was upheld again in the inheritance cases 
since the Pollocl;: case was decided. 
. l\Ir. President, just a word with reference to one phase of this 
matter, and I will dose. 

The Supreme Court said in the income-tax case that a tax 
upon rent was a tax upon real esate. I want to submit a few 
propositions for· the consideration of the Senate upon that mat
ter to see whether or not they are correct. 

It will be remembered that this tax was not upon real estate, 
that the tax was not upon the rent, llut it was upon the income 
which might have come from it, and therefore it was twice re
moved from the real estate, and it could only be considered 
after the rent had been earned and collected. 

I undertake to say it is well established by the authorities 
that the transfer of earned rent does not transfer the real estate 
or any interest in real esta tc. 

That the transfer of real estate does not transfer either the 
earned and uncollected or the collected rents of real estate. 

"' 
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That the transfers of the rents or incomes from real estate 
for an:~· limited period of time does not transfer any interest in 
the real estate. 

Tllat the earned but uncollected rent is personal property and 
has always been so considered and held by the courts. 

That collected rent is personal property and has always been 
so considered and held by the court 

That the earned rents and collected rents have been imd are 
considered and treated and taxed where taken at all in the dif
ferent States of the Union as personal property. 

That in the States where the wife owns her separate property 
and where community interests arise and are recognized that 
the rents from real estate, which real estate is her separate 
property and not liable for the debts of her husband, is held to 
be 11ersonal property and community property and liable for the 
husband's debts. 

That there is no other case to .be found in the history of 
American jurisprudence or in the history of English jurispru
dence in which it has been held that a tax upon collected rents 
is a tax upon real estate. 

I challenge successful contradiction to that proposition. The 
income-ta...>: decision is the Alpha and the Omega upon that 
proposition. I ask the lawyers of the Senate to present from 
American jurisprudence or from English jurisprudence a single 
case which has ever held that a tax upon collected rents is a 
tax upon real estate. All the authorities which are to be found 
are the other way, and that is when rents are earned they be
come personal property, separated and treated as personal prop
erty. They do not go to the estate as real estate, and they are 
not considerecl in any sense as related to or connected with the 
real estate. ( 4 Tex. Civ. App., 483; Tiffany, 778-779; Wash
burn, sec. 1520; Burden v. Thayer, 3 Met., 7G; Ball v. Co., SO 
Ky., 503; Condit v. Neighbor, 13 N. J. Law, 83; Earl v. Grim, 
1 Johns Ch., 404; Fonereau v. Fonereau, 3 A.tk., 315; Robinson 
v. County, 7 Penn. St., 61; Van Rensellar v. Dennison, 8 Bar
ber, 23.) 

In concluding, Mr. President, I only wish to say that, in 
my opinion, this matter could very well be resubmitted to 
the Supreme Court of the United States upon two proposi
tions, and with all due respect and consideration for that 
high tribunal: First, upon the facts of history, which have 
been revealed as to the intent and purposes of the framers 
of the Constitution, which did not appear to be presented to· the 
court at that time; and, secondly, in the light of the decisions 
which have been rendered by the court since the income-tax 
decision. We know one thing conclusively-that one of the 
controlling factors in the income-tax decision has been, by the 
unanimous court, rejected. We know another thing as lawyers, 
and that is that the principles laid down in the income-tax cases 
are irreconcilable with the principles in the inheritance-tax 
cases; and it is no challenge to that tribunal for men who are 
engaged in another department of government, seeking to find 
their way in the discharge of their solemn duties, to ask that 
this great question, which involves one of the great national 
powers, be again submitted to that court for consideration. 

l; place my advocacy of the income-tax proposition upon a 
higher plane than that of raising a little revenue for the Gov
ernment for the next few years. I believe it involves a great 
constitutional power, one of the great powers which in many 
instances might be absolutely necessary for the preservation of 
the Government itself. I believe that the Constitution as con
strued is the same as granting an exemption to the vast accu
mulated wealth of the country and saying that it shall be re
Iim·ed from the great burden of taxation. I do not believe that 
the great framers of the Constitution, the men who were fram
ing a government for the people, of the people, and by the peo
ple, intended that all the taxes of this Government should be 
placed upon the backs of t.llose who toil, upon consumption, 
while the accumulated wealth of the Nation should stand ex
empt, e>en in an e:-;:igency which might involve the very life of 
the Nation itself. This can not be true; it was never so in
ten<lecl; it \Y<lS a republic they were building, where all men 
were to be equal and bear equally the burdens of gorernment, 
and not an oligarchy, for that must a government be, in the end, 
which exempts property and wealth from all taxes. 

::>.rr. BRADLEY. Mr. President, the Senator from New York 
[l\Ir. Hoor] has asked me to allow him to file some figures with 
the Senate at this time, and I have agreed to do so. 

::IIr. R001'. l\Ir. President, I wish to put upon the record 
in immediate juxtaposition with the very admirable and able 
argument of the Sc:1ator from Idaho [Mr. Bor.AH] some figures, 
and but a few, wluch bear upon a subject discussed in a few 
words here yesterday. 

Senators who have had long experience in the courts rire 
sometimes led by the habit of advocacy to state the special 
propositions upon which they rely a little strongly, a little out 
of drawing with the facts which should accompany them, and 
I should be sorry to have go to the country the impression that 
would be derived from some of the statements made by the 
Senator from Idaho, standing alone, with regard to the present 
burden of taxation. 

It is not a fact that in this Republic property docs not now 
bear a very great proportion of the· burden of taxation. I find, 
in looking at the precise figures since the little colloquy that 
took place here yesterday, that in 1902, which is the last year as 
to which I find complete figures available for comparison, the 
property in the United States upon which the ad valorem taxes 
for the support of the Government, county, municipal, and other 
local governments, were levied amounted at a true value to 
$97,810,000,000; that ad valorem taxes were levied upon that 
property at the rate of seventy-four one-hundredths of 1 per 
cent; that is, in round numbers, three-fourths of 1 per cent; and 
that would amount in round numbers to the equiva1eut of an 
income tax of 15 per cent upon all the property in the United 
States, assuming an income of 5 per cent, which is a high figure 
to place upon the income from property. It is a very high 
figure, because as a matter of fact the owners of real estate 
generally throughout the eastern States do not expect to re
ceive and do not receive any such income. 

In the State of New York, which contains substantially one
seventh of the entire taxable property of the United States, the 
holders of real estate do not expect to realize more than from 
31 to 4 per cent net. And if you assume those figures for the in" 
come, this rate of taxation would mount up to the equimlent of 
an income tax of between 20 and 30 per cent. 

.Mr. BORAH. :M:r. President--
The PRESIDENT pro tempore. Does the Senator from New 

York yield to the Senator from Idaho? 
Mr. ROOT. I do. 
Mr. BORAH. May I ask the Senator from New York who 

at last pays the large portion of the real-estate tax in this 
country, the real-ertate owner or the renter? 

Mr. ROOT. That is a question of the shifting of taxes, 
which can be put regarding every tax. The tax is imposed 
upon the property. It is paid by the owner of the property. 
Where the final imposition of the tax is, in the ultimate shift
ing and distribution, is an entirely different question. 

1\Ir. BORAH. But if an income tax was in existence it 
would tax a part of the income of the man who had shifted it 
to the renter, would it not? 

Mr. ROOT. Oh, yes; there is no doubt about it But that 
is not all the tax that is imposed upon property. There are 
also a great variety of taxes other than ad valorem taxes
taxes upon corporations, taxes in the nature of licenses, taxes 
for the right to carry on business of various kinds, income 
taxes, inheritance taxes. The amount of revenue derived from 
taxes of that kind falling upon the property owners amounts to 
so great a sum that in the State of New York no taxes levied 
directly upon real or personal property are any longer neces
sary for defraying the expenses of the State: I observe that 
the appropriations of the state legislature in the State of Kew 
York at the session which has recently concluded were about 
$37,000,000. 

All of that, l\Ir. President, will be paid from taxes of the 
character I have now described other than ad valorem taxes 
levied upon real or personal property, and the addition of such 
taxes brings up the revenues of the local divisions of the coun
try to a substantial equality with the expenditures, which I 
find for the year 1902-that is, the receipts of the States, conn
ties, and municipalities, and other local subdivisions of the 
country-were $1,150,447,000. That billion one hundred and 
fifty-six million and more was all raised by taxes levied in the 
different ways that I have described upon property in the 
United States, and making the allowance of 5 per cent income, 
these exactions from property would amount to the equivalent 
of an income tax of 23 per cent. 

So, while my friend the Senator from Texas [Mr. BAILEY] 
proposes to levy an income ta......: of 3 per cent, and my friend the 
Senator from Iowa [1\Ir. CUMMINS] proposes to levy an income 
tax beginning at 2 per cent and graded along up to 6 per cent, 
and while I am not now arguing against the imposition of an 
income tax, I beg the Senators to remember in their arguments 
that property in the United States does now bear a tax for the 
support of go\-ernment in the United States equal to nearly 
eight times the income tax that they are proposing to essess 
upon it. ::.. · 
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I submit to the candor of the Senators who have spoken upon 
this subject and to those who may speak hereafter that it is an 
erroneous view,. and I think a mischievous view, to present to the 
people of the countr:;·, who lun·e not the ready access to statis
tical data that we have, that tile property owners of the United 
States do not now bear a substantial part of the burdens of 
government. 

Mr. BRADLEY obtained the floor. 
Mr. BAILEY rose. 
1\Ir. BHADLEY. I yield to the Senator from Texas, if he de

sires to say anything. 
JI.Ir. BAILEY. A moment only. I will trespass upon the 

courtesy of the Senator from Kentucky to say this much in 
reply to what tile Senator from New York [lllr. RooT] has said. 

. He will not find any statement of mine to the effect that the 
property of this country does not pay a tax. He will, however, 
find in more than one place where I have asserted that the prop
erty does not contribute to the support of the Federal Gov
ernment. 

The Senator from New York [Mr. RooT] and the Senator 
from Massachusetts [l\fr. LoDGE] both interrupted the Senator 
from Idaho [:Hr. BORAH] yesterday afternoon with this same 
suggestion. Instead of constituting an argument against an 
income tax, the statements which they made constitute, to my 
mind, a strong argument in favor of it. In other words, they 
have both asserted that in these counties and in these States 
which are so close to us, and which the people so completely 
govern, the tax has been laid on property and not on consump
tion. I perfectly understand that in many States those prop
erty taxes have been supplemented, as the Senator from 1\ew 
York now says, by taxes upon corporate franchises and by 
taxes upon various occupations. 

Although it is not pertinent to this discussion, I h:we no 
hesitation in declaring that a tax on any useful occupation 
can not be defended in any forum of conscience or of common 
sense. ~'o tax a man for trying to make a living for his fam
ily is such a patent and gross injustice that it should deter any 
legislature from perpetrating it. 
· I do not hesitate to say that every occupation tax in America 
ought to be repealed, because it is a tribute exacted by sover
eignty from a man because of his effort to make a living for 
himself and his family. I do, however, heartily subscribe to 
the tax upon corpOJ:ate franchises, because they are the crea
tions of the State and often possess a tremendous value. "A 
franchise of any corporation is valuable. If it were not, the 
incorporators would not seek it. The ·mlue of many has never 
yet been measured in dollars. Therefore, when the State cre
ates a corporation and endows it with faculties that are so valu
able, it should be taxed. It possesses almost every faculty the 
citizen possesses with respect to property, and it possesses a 
faculty not possessed by the citizen and the value of which can 
not be computed. I mean by this to say that the corporation 
knows exactly the day that has been appointed for it to die, and 
it can extend its life indefinitely. It not only possesses that valu
able faculty, but most of the States exempt those who own its 
stock from loss beyond a certain extent. The individual who 

·engages in any business embarks his whole fortune in the en
terprise. He is responsible for every dollar of debt contracted, 
and yet he can only earn what his business nets. On tile other 
hand, the corporation can earn, just as the citizen can, the en
tire net profits of the business, but it does not stand the same 
risk of loss; it does not incur the same hazard that the man 
of flesh and blood incurs. A corporation is permitted to make 
all that is possible, and yet has a limitation on its losses. 
'.rhat is such a valuable advantage that it is small wonder that 
States have learned to tax them, and the wonder is that they 
have not learned it sooner and have not exercised it to a larger 
extent. 

But laying aside these taxes on corporations and corporate 
franchises and laying aside these taxes upon occupations, the 
States support themselves almost exclusively by a tax on prop
erty and not by a tax on consumption. 

Now, why is this? The States were older than the Union, 
because without them the Union could not have been formed. 
They antedated it. The people who compose the States must 
at last be the same people who compose the Union. The States 
are the elementary condition. In that elementary condition 
the States deemell it just and wise to lay their taxes on prop
erty and not on the appetites and the backs of the American 
people. 

The States take the toll from the people for protection; for 
the protection ginn in the cities for fire and police protection; 
in the States for the protection of the property and personal 
rights, including the great rights of inheritance, accumulation, 

and descent. It is for those rights that the State compels the 
citizen to return a portion of his property, the whole of which 
the State protects. It compels a portion of it to be returned 
because it is necessary for the State to Slle!Hl it in protecting 
these great, fundamental, and natural rights of eYery man. 

But, sir, does the Federal Government protect no right? 
A costlier one than any State safeguards. The very men with 
these colossal fortunes are the ones who travel over the world, 
and about tllem they carry the Americrm flag, always for their 
protection. Go and consult the expenditures of the Govern
ment. \Yhat does this army and what does tllis mighty naYy, 
whose ships now yex the waters of every sen, cost the American 
people? More than -$200,000,000 a year to maintain them. This 
ntst sum is spent to protect the rights of American citizens at 
home and abroad .. How few of the men who pay this tax on 
consumption ever inYoke the GoYernmeat's great !lOwer to pro
tect them while they travel in a foreign lanu! Not one of them 
in ten thousand, because their lean purses do not permit them 
to inuulge in the luxury of foreign travel. It is the rich and 
prosperous for whose protection th8se ships and these battalions 
are sometimes needed. 

But if you do not need them for the rich and powerful who 
tru vel in iuleness abroad, then ron need them to protect the 
Repuulic; to protect it from foreign invasion, to protect it from 
foreign insult. I do not think yon need as many ships as you 
build, nor do I think you. need as many soldiers as you enlist. 
Bnt still you need the nucleus of an armyanda navy, and they 
constitute an enormous expense. 

The rights protected by the Federal Government are as e~sen
tial, and I might almost say as sacred, as those protected by 
the States. If the States lay the cost of the protection which 
they afford upon the property of men, why should not the Fed
eral Government do likewise? \Yhy is it more just to compel 
men to contribute according to their wealth to SUPllOrt the state 
arlministration than it is to compel them to support the federal 
administration? 

I go further than the Senator from Idaho has gone. I believe 
not that wealth ought to supplement ~ tax which consumption 
pays, but I believe wealth ought to bear it all. I think it is a 
monstrous injustice for the law to compel any man to wear a 
suit of clothes and then tax him for buying it. I think it is 
not right, when God made us hungry, and in obedience to His 
Jaw we are compelled to appease our appetite, to charge us be
cause we must keep soul and body together by taking food. I 
believe that the Government ought no more to tax a man on 
what he is compelled to eat and wear than it ought to tax him 
on the water he drinks or upon the air he breatlles. I believe 
that all taxes ought to be laid on property and none of it should 
be laid upon consrunption, 

l\Ir. President, there is one addition to the property tax that I 
would make. I would compel a man whose earning power from 
brain exercised in one of the professions or from inventive 
genius is great to pay on his income beyond a certain point. 
\Vhen a lawyer .like the Senator from New York can earn at 
the bar, of which I am glad to say he is the honored head, 
$1[10,000 every year, I think he ought to be made to tmy the 
(;overument a tax on that earning power, because in taking 
from him the small tribute which the law exacts we subtract 
no comfort from his home. I belie1·e that any man in law or 
merlicine or any other employment in life who exhibits an 
earning capacity far beyond the necessities of his home ought 
to be compelled to pay the Government which protects him in 
the exercise of his talents and in the accumulation of this 
wealth. He ought to be willing to pay, and I am willing that 
he should be made to pay. But sa1·e and except only this earn
ing capacity of talent or of g.~nius, I would lay e1·ery dollar's 
worth of the Government tax upon the property of men and 
not upon the wants of men. 

None of us, except the simple Democrat of the old-fashioned 
school, have all we want, but many of us have all we need. 
After we have satisfied our needs, then the Government has a 
right to take its toll. 

But what shall our friends on the Republican side say to us? 
Did they not ask in the bill as it came from the House that we 
lny a tax on inheritance? That is worse than laying a tax on 
income, because it may often happen that even under the inheri
tance provision as it ,arne from the House, an orphan's educa
tion would depend -qpon the moderate bequest that had been 
made to him or her. 

More than that, the attempt to tax an inheritance is an inter
ference not only with the rigllts, but with the established policy 
of the States. Thirty-odd of them, and among them the State 
of New York, levy an inheritance tax, and many of them derive 
a handsome revenue from its collection. I think an inheritance 
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in the Pa:rne bill will not insure sufficient revenue to prevent a I But this, neYertheless, is true, no matter if the Senator from 
deficit, then I am heartily in favor of a tax upon incomes. The 1\:Wntana. [JHr. CARTER) did pile up on his. desle a great stack. cf 
decision in the Pollock case has. never been accepted by the bnJr documents to show how much evidence we hav-e here. We have· 
of this country as sound, and it never will receive the sanction evidence, of course; an abundance of evidence, but what shape 
of public opinion. As the needs of this Nation increase; its is it in? It is a bewildering mass of undigested material that 
annual budget of expense will increase, no matter how con7 no man could. read' carefully in a year's time. I came here notr 
scnative and penurious the economy in making appropriations without some knowledge, but I did not 1.-now a cotton tie from 
and expending public funds. a. necktie. Look a.t that mass· of testimony upon; every subject: 

We are going on with the great work of building. canals, im- under the sun. It is- a sea of confusion:.. which Afembers· of the 
proving navigable streams, building. up a navy, reclaiming. arid Stmate are expected. to· wade through. for the purpos~~ of secm::
lan!ls, and conserving natural resources. We are. going on with ing. some. tangible information. as to h~w· to vote, here• ., . 
the work of prosecuting. illegal combinations and regulating r say that that is not busine;-s.. That testim011y should have 
interstate commerce. No mere cry of. lllrge· expense c.'l.n stop been· turterr, n~t during ru few weeks, here in; the Capitol;.. where 
this movement While our· budget of expense· will increase; only voinnta1·y witnesses nppeaTed who were· directly. fnterested'. 
our most powerful manufactures will continue to· outgrow tho and where· the committee could· not travel, or· in.vestigate~ or 
need for a protecti.ve tariff. and the great labor unions' will pro- take time· to: get: the facts- from disinterested witnesses:;. it should' 
teet the wages of our- worldngmen. haYe been: taken. by· a competent body o:t!: experts,.· who: ·could' 

The protective system will remain, but it will. be supplemented . delibeuately collect the· tes-timony~. digest: it; and! put: It- ilrto 
for reyenuo purposes by federal taxation upon. inheritances and: simpler conerete' form, and place· it on: our deSks: here' in: tt 
Incomes. It is not a socialistic scheme for the redistribution· of small,. handy Yol'ume. Wby could not that be, d'one? How 
wealth.. It is a plan for an equitable distribution of burdens. much more effective would ou:r work. then. liave been:· than it 
There are 7,000,000 families of wage-earners, in the Unit~ has been: under the circumstances: which have ta·cedi us:: here?: 
States living upon a medium wage of. $436 a year and. 5,000;000 For that reason I am. in favor. of having some triburial clotliedt 
farmers whose a:verage income is about $350 a year;., The vast with p0wer.· the· year around to get information. upon: t:hiS' grea-t 
majority of American. families live· on $500 er less per year; economicaL and. industrial question: and present: it to the Con:,. 
In the great iron and. steel industries, in 1900, the income of the gres>r of the United Stn:tes. · 
family was about $540 a year, and in 1905, $580 per year. The We can not get away from a bad system by· crl.ticising the' 
eest of. living. has increased from $74.31 in' 1896 to $107.2() in Committee· on Finance. It is a system that we ought to be able;. 
1906; coal increased in price $1 pe1~ ton; manufactured com• it seems to- me; to improve. r join in with the spirit' that ought 
modities adYanced 32· :per cent Under· these circumstanees; it to prevail. among all ot us who belong· to the dominant party, 
seems to me that where competition has been destroyed. and the . responsible for· the management of this· administmUon and the· 
market price of. a commodity is maintained at a. high price by a . Government.. Let us keep faith. Let us not stand. llere·critici~ 
trust the tariff on that commodity should be materially re- ing: and being suspicious. of each other;. arrayed as. standpatter.s 
dnced, if not entirely removed,. and that the large incomes;. both · and progressives,. but let us go forward' in. the spirit of true Ro
of· individua.ls and' of corporations-, should be reqnired by an publicanism~ governed. by the rule of our. party piatform ;. keep 
income ta:x: to bear R larger share of the burden of· fedeml faith~ discharge our duty in thilr revisio.n of the taril!. 
taxation. than they do now. It seems to me that when· we apply:· tliat~ rule to the steel' 

INCOME T.U:: ·scheduler to· the· question whether-' we will impose· a duty 
A graduated income tax exempting all incomes: of Iess than upon lumber, coal, oil-upoiL natural resources-we will either 

$3,000· a' year would place' upon the wealth of the country a remove the duty entirely or. we will make it sa· low· that it can 
share of the burden of maintaini'ng the Federal Government, answeu no purpose e:x:cept to contribute in a: small wax to· the 
which it ought to bear and bear gladly and willingly~ reYenues of. tha Government:. 

England rrrises an annual revenue of $90,000,000 irr the .. form EXECUTIVE SEssroN. 
of death duties, or inheritance taxes, and over $168,000,000 in Mr. ALDRICH~ I move: that the Senate proeeect ta the· con-
the form of taxes upon: incomes. Her population is 44,000;000 sideratron of· executive businesS'. 
and ours 90;000,000, and yet in this' great country of ours, with The motion was agreed· to, and the Senate proceeded to the 
the richest individuals and the richest corporations ever known consideration of executive business. After se>en mmutes spent 
since human society was organized, the national revenues are in executive session. the doors were reopened, and (at 5 o'clock 
entirely raised by levies upon consumption. We are cal1ed here . and 25 minutes p. m~) the senate adjourned until to-morrow; 
under an implied public obligation to revise the tarffr downward. Thursday; May 13, 1909, at 11 o'cloclt a-.. m. 
The President' is committed to that and the people· expect it On 
September 5, 1906, fn a speech at Bath, Me., S'ecretary Taft de
clared that "those schedules of the tariff which have inequalc 
ities and are excessive will be readjusted/' In his: sneech at 
Milwaukee, on September 24, 1908; after his nomination, he said l 
that "there· are many schedules of the tariff in. which the rates 
are excessive," adding that "it is my judgment tliat a revision 
of the tariff in accordance with the pledge of' the Republican 
platform will be ou the whole· a substantial revision down
ward." At Mitchell, S. Dai;:., at a meeting at which I was 
present, he declared for thorough revision of the tariff, and in 
reply to a >oice from the crowd which asked·, " Which way; 
upward· or downward?" he answered that the test would be 
the rule of the Republican platform concerning the difference 
in cost of production, and that, in his opinion, the revision would 
in most cases be downward. 

PARTY PLEDGES. 

How, then, can Senators declare that those of us who· fnsist 
upon reductions are enemies of protection and not orthodox 
Republicans? I am willing to accept the judgment of the people 
of the country upon this issue; and so far as my· vote will go 
in determining it, that yote will be for an honest revision of 
the tariff downward. 

Now, then, a word in closing. Mr. President and Senators,. I 
contend that tho real principle at the foundation of the Repub
lican party upon the tariff is declared-and decl:l'red better than 
it has e>er been declared elsewhere-in our Republican platform. 
If we w111 honestly apply that rule here and get the difference 
in the cost of production abroad and at home; including labor, 
and apply it to these schedules, it will inevitably res-ult that, in 
the 1i1ajority of cases, the revision will be downward; 

We are at a disadvantage. Idonotwanttosayanythingbut 
what is most kind toward the Committee on Finance. I have not 
been in entire sympathy with all the criticisms indulged here. 
I believe that the committee is faithful. I believe its members are 
striving· patiently and earnestly to do their duty as they see· it: 

NOII!INATIONS. 
Excautivc 1&01nina1,iOn$ received. by tlie Sen'<1tC Ma11 12, 1909. 

UNITED STATES MARSHAL. 
Thomas Cader Powell, of Alaska, to be United States mar

shal for the district of Alaska, division No. 2. A reappointc 
ment, his term having expired January 23; 1909. 

UNITED STATES DISTRICT . JUDGE. 

Henry Gro>eS Connor, of North Carolina, to be United States 
district judge for the eastern district of North Carolina,. vice 
Thomas R. Purnell. deceased. 

CoNsuLs-GENER....,L. 
Amos P. Wilder, of. Wisconsin, now consul-general of class 

2 at Hongkong, to be consul-general of the United States of 
America of class. 2 at Shanghai, China, vice Charles Denby, 
nominated to be consul~general of class 3 at Vienna .. 

Charles Denby, of Indiana, now consul-general of. class 2 
at Shanghai,. to be consul,general of the United. States of Amer
ica of class 3 at Vienna, Austria, vice ·william A. Rublee, nomi, 
nated to be consul-general of class 2 at Hongkong. . 

William A. Rublee, of Wisconsin, now consul-general of 
class 3 at Vienna, to be consul-general of the United. States of 
America of class 2 at Hongkong, China, vice Amos P. Wilder, 
nominated to be consul-general of class 2 at Shanghai .. 

AMBASSADORS ExTRAORDINARY A'1'."1> PLENIPOTENTIARY. 
William Wood>"ilie Rockhill, of the District of Columbia, now 

envoy extraordinary and minister plenipotentiary to China', to 
be ambassador extraordinary and plenipotentiary of the United 
States of America to Russia, vice John W. Riddle, resigned. 

Oscar S. Straus, of New York, to be ambassador extraordinary 
and plenipotentiary of the United States of America to Turkey, 
vice John G. A. Leishman, appointed ambassador extraordinary 
and pl'enipotentiary to ItalY:; 
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next inquires under what circumstances the written instrument 
was prepared, in order to see whether those circumstances will 
throw light uvon the question. 

He then inquires how those who have been charged with the 
duty of acting under the written instrument have acted so as 
to determine what the practical construction of it has been, 
and, last of all, or perhaps in connection with the other methods, 
he inquires what conclusion has been arrived at by others, 
skilled in the mysteries and subtleties of language, as to the 
meaning. 

Now, I propose to seek these four sources of information upon 
this subject in the effort to ascertain what is meant by the 
Constitution when it speaks of direct taxes being apportioned 
among the several States according to numbers. First of all I 
shall discuss the language of the Constitution itself; second, 
the history and the circumstances leading up to and surround
ing the adoption of the taxing provisions; third, the practical 
construction o{ the language, in order to see whether or not 
the various acts of Congl·ess which have been passed upon this 
subject throw any light upon· the question; and, fourth, I shall 
discuss the decisions of the Supreme Court which have from 
time to time been handed down upon the subject of the mean
ing of this expression in the Constitution. 

THE LANGUAGE OF THE CONSTI'J'UTION. 

There are three clauses in the Constitution which we must 
consider when we come to apply the first test, namely, to read 
and compare the various provisions in order to see wheller or 
not they will throw light upon what was meant by this par
ticular provision. Those three provisions are as follows : The 
third clause of section 2, Article I, provides: 

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

The first clause of section 8, Article I, provides: 
The Congress shall have power to lay and collect taxes, duties, im

posts, and excises, to pay the debts and provide for the common defense 
and general welfare of the United States; but all duties, imposts, and 
excises shall be uniform throughout the United States. . 

The fourth clause of section 9, Article I, provides: 
No eapitation or other direct tax shall be laid, unless In proportion 

to the census or enumeration hereinbefore directed to be taken. 
It will be observed that the Constitutional Convention seemed 

to ·attach a great deal of importance to the proposition that 
direct taxes should be apportioned among the several States 
according to the population, because it is twice expressed in 
the (',onstitution, and, so far as my memory seiTes me, this is 
the only thought which is twice expressed in the Constitution. 
It is first expressed affirmatively that direct taxes shall be ap
portioned in this way, and then, apparently for fear that the 
affirmative proposition would not be sufficiently strong, it is 
expressed negatively that no capitation or other direct tax shall 
be laid except according to this rule. 

So it is seen that the Constitutional Convention laid special 
stress upon this particular thing. It is insisted in this argu
ment that the only kinds of direct taxes are a capitation tax 
and a land tax. I want to call attention to and put in con
trast two of these provisions of the Constitution upon that ques
tion. The order in the Constitution is not the order in which 
I shall speak of them. 

That Congress shall have power to lay and collect taxes, duties, Im
posts, and excises. 

•. • • but all duties, Imposts, and excises shall be uniform 
throughout the United States. 

Why are taxes, the most general term used in the clause, 
omitted in this limitation upon the exercise of the power? 
Taking that provision by itself, it is seen that of the four things 
mentioned, three of them, namely, duties, imposts, and excises, 
must be laid according to the rule of uniformity. Why did 
the makers of the Constitution omit the word "taxes" in that 
enumeration? Because they recognized that" taxes" had already 
been provided for in another part of the Constitution, where 
it had been declared that direct taxes should be laid ac<'orcling 
to. the rule of apportionment; and so they proYided in this Fcc
tion that duties, imposts, and excises should be laid a<'cording 
to the rule of uniformity. The conclusion, it seems to me, is 
perfectly clear t!Jat, taking those provisions together, what 
they mean is that taxes which do not fall within the descrip
tion of duties, or imposts, or excises, are direct taxes and come 
within the other rule of the Constitution. 

I am not without authority on that proposition. r.Ir. Tucker, 
in his work on. the Constitution, first volume, page 453, speaking 
upon that subJect, says: 

From these uses of the term "taxes" in the clauses mentioned and 
"direct taxes" in the two clauses mentioned, it would seem that the 
framers of the Constitution had in their minds certain forms of taxes 
~ hich they called "direct taxes," and other forms of taxes which were 
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the alternate of "duties." So that taxes which were the constitu
tional synonym of duties were to be distinguished from the taxes which 
were "direct taxes." In other words, it would seem to be the true 
construction or the Constitution that taxes which were "direct taxes" 
were to be laid according to ibe apportionment plan, which in the 
second case where those terms are used Is connected with their use1 and all other taxes which were not embraced in the term " direct 
taxes" and were synonymous with "duties," etc., were properly em
braced within the terms " duties," " imposts," and " excises." 

And again, at page 450, he says: . 
This conclusion results from the -fact that while the Constitution 

limits the power of Congress In reference to direct taxes by requiring 
them to be laid according to the census apportionment, and that duties, 
imposts, and excises must be uniform throughout the United States, it . 
could not have meant .to allow any taxation which was not Included· 
within one or the other of these groups. 

1\Ir. BORAH. Mr. President--
The VICE-PRESIDENT. Does the Senator from Utah yield 

to the Senator from Idaho? 
1\Ir. SUTHERLAND. Will not the Senator permit me to 

finish this quotation, and then I will yield? 1\Ir. Tucker pro
ceeds: 

For if it did, then It would follow .that taxes which were ·not direct, 
on the one hand, or within the terms " duties, imposts, and excises," 
would be laid at the discretion of Congress without being subject to 
either of the limits prescribed for direct taxes or. for duties, Imposts, 
and excises. It would seem, therefore, to be an inevitable construction 
of the Constitution that no tax could be laid upon the citizen by Con
gress which was not either subject to the census apportionment or to· • 
the requirement' of uniformity, else it would leave to Congress some un
restrained power to lay taxes which were neither direct, nor duties1 imposts, and excises. All taxation, therefore, which Is not direct 
"taxation," must have been intended to be a general term embraced In 
the words "duties, Imposts, and excises." · 

Now, I will yield to the Senator from Idaho. 
M:r; BORAH. As I understand the suggestion of the Senator 

from Utah, it is that keeping out of the clause of the Constitu
tion. the Senator has just quoted the word "taxes" indicates 
that there was a belief in the minds of the framers that taxes 
measured a different kind of charges to what duties did, and 
that taxes being left out, it necessarily excluded the idea of uni
formity as to that. Then why did they put in the words "direct 
taxes" at all, if they were using duties and taxes in the sense in 
which the Senator suggests? Why did they not say that Repre
sentatives and taxes shall be apportioned if ta·xes meant some
thing other than duties? 

Mr. SUTHERLAND. I think it might have been expressed 
in that way, but in the general clause conferring the taxing 
power they were undertaking to confer it as broadly as lan
guage would confer it. 

l\fr. BORAH. But the Constitution says that Representa
tives and direct taxes shall be apportioned. Therefore, it would 
seem to follow that when they used the word "direct" they 
were distinguishibg a certain kind of tax, and that there were 
other taxes which were not direct taxes. 

Mr. SUTHERLAND. I think the word "taxes" in the clause 
to which I have directed attention is the generic word, which 
includes direct taxes, duties, imposts, and excises-those four 
classes-and the capitation tax--

Mr. HEYBURN. Mr. President--
Mr. SUTHERLAND. If the Senator will permit me-and 

Congress carved out of the general expression " taxes " the 
three classes, namely, duties, imposts, and excises, which were 
to be laid according to the rule of uniformity, ::mel canE'd out 
of the generic term again the expression "direct taxes :md a 
capitation tax," which were to be laid according to the rule of 
a11 portionmen t. 

Mr. HEYBURN. Mr. President--
The VICE-PRESIDENT. Does the Senator from Utah yield 

to the Senator from Idaho? 
Mr. SUTHEHLAND. Certainlv. 
l\fr. HEYBURN. I would inqtiire of the Senator from Utah 

if he does not think that the difference between taxes and rluties 
that was in the minds of the framers of the Constitution was 
that which had always existed? Taxes are the i:esult of the 
exercise of the su11reme power "·ithont considering the will of 
the party taxed. Duties are the result of a contract between 
the sonreign and tlle subject. That ahva~-s distinguished 
taxes from duties. One of them was the imperial edict of the 
sovereign power that he tnxes. Duties, I repeat, resulted from 
the agreement that the subject should contribute to the lord of 
ihe fee or whatever the supreme power might be. I think that 
was in the minds of the makers of the Constitution. 

Mr. BURKETT. Mr. President--
1\Ir. SUTHERLAND. Permit me just a moment. Of course 

the word "taxes" and the word "duties" are subject t<J a 
Yariety of shades of meaning. I am speaking of the way in· 
which I think the words were used in the Constitution. 

Mr. HEYBURN. That is what I was speaking of. 
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Mr. SU'l:HEitLAND. My idea about that is that the word 
" taxes" fs the bronucst nnd the most comprehensive word of all 
the "·ords that were used; that the won! "taxes," as I !lave 
said, is generic, and includes all the varieties by whicll a citizen 
may be compellecl to contribute to the support of the Government. 

Mr. IIEYimnx If the Senator '"ill permit me, it will be 
apparent that a citizen can not Le compelled to contribute to 
the support of the Government through duties, because he may 
perform no act, do no thing, to which a duty attaches; but as 
to taxes, he can not avoid them by anything that he can do. 
Those distinctions were canied all through the English· law be-· 
fore we· adopted it. I think the Senator will find that the 
reaEOll why they left out "taxes" in the second enumeration 
was IJ,•,·an~e it was the only one tlwt tb.e citizen could not avoid, 
but be eou!ll avoill paying any of· the other duties Ly avoiding 
the tma::actions that carriccl the duty. 

l\lr. SU'l'HERLAND.. The Senator may be correct about that. 
Mr; BURKETT~ I wish to make a suggestion to the Senator 

fn connection with this question. The question was asked. at 
one time in the discussion of the Constitution, in the convention; 
'i'Vhat are direct taxes? and it was not answered. 1 have sent 
for the l\fadison Papers, and r hope. I can find it. I call to the 
Senator's attention the discussion. as to what· were indirect 
taxes; A t-;tatement was made there that indirect taxes con
cerned duties, imposts, and excises. There was that definition 
given. of indirect taxes earlier in the discussion. So far as I 
have listened to this debate, I ha:ve never heard that discussed. 
I. have sent for the Madison Papers, and, I think I can turn to it. 

Mr. SUTHEllLAND. If the Senator will do me the honor to· 
listen to me until I finish what r·ha:ve to say; he will find. that 
I shall refer to that specific matter. 

1\Jr. BURKETT. I am not only doing tbe Senator the honor, 
but I am going to do· so in ju-stice· to myself, because the .Sena
tor from Idaho raised that question. 

l\lr. SUTHERLAND. It has· been. sometimes suggested by 
both the Supreme Court of the United States and by counsel: 
appearing before that court, and upon the floor of the Senate,. 
that there may be a. form of tax: which is not subject to either 
of these r.ules.. Nobody has ever undertaken. to point out what 
particular subject .which, 'I_VUS liable to a tax would not come 
witl1in either the rule of apportionment or the rule of uniform
ity; but in some vague, general way it bas been stated that per
haps there may be a form of taxation that would: not ·come 
within either class. In the Pollock case (157 U. S., 557) the 
Chief Justice, speaking upon that subject, observes: 

And although there have been from time to time Intimations that 
there might be some tax· which was not a. direct tax, nor. included under 
the words " duties, imposts, and excises." such a tax for more than 
one· liundred years of national existence has as yilt remained undiscov
er.ed,. notwithstanding the· stress of particular circum'Stances has· invited. 
thorough investigation Into sources of revenue. 

If I am correct in the construction of these provisions: of the 
Constitution that imposts, duties, and excises; and those forms· 
of taxation alone, are· subject to the rule of uniformity,. :md 
other "taxes,''' or "direct taxes," are subject to the rule of apr 
portionment, let me inquire, What becomes of a tax which is 
imposed upon the corpus of personal property?. Both the Sen
ator f.rom Texas and the Senator from Idaho insist that the· 
term " direct taxes" shall be confined to a laml tax; that a tax 
upon personal property is not a direct i:..'lx. Suppose a tnx is 
laid upon all of the personal estate of a citizen. That is not n 
duty; it is not an impost; it is not an excise. If I am correct 
in saying and if Hr. Tucker is correct in saying that all taxes 
must be subject to one rule or the other, it must be a direct tax. 
'l'hc Constitution says that "no capitation or other direct tax 
shall be laid," and so forth. 

JHr. OWEN. :i'.Ir. President--
The VICE-PRESIDE~T. Docs the Senator from Utah yield 

to the Senator from OldaJwma? 
Mr. SUTHEH.LAND. Certainly. 
Mr. OWEN: I should like to ask the Senator from. Utah if 

he nnuerstands by "a c::tpitation and other direct tax," a capita
lion and other direct tax ou the citizen Ol' on the State ex
clusively, which must be apportionecl? 

l\fr. SUTHERLAND. I hear<l the Senator's argument upon 
that subject the other day, and he presented the matter with 
great ability and plausibility, but I nmuot prepared to assent to 
his ylew. I think that the language in tile Constitution with ref
erence to a direct tax meant a tax levied upon the citizen, and 
not n tnx levi ell upon the State. Thnt \'."US the very thing which 
the .framers of the Constitution were endeavoring to get away 
from. Under the Confederation the tax in a way was imposed 
upon the State in the form of a requisition upon the State, but 
it was found that. the States would not comply with the requi
sitions. So that whole system was abandon eel and the. power 

was conferred upon the Federal Congress of imposing direct 
taxes upon the citizens of the States. 

Mr. OWEN. Mr. President, I should like to ask the Senator 
from Utah how a capitation tax, apportioned upon population, 
counting tb.ree-fifths of the slaves, can be other than a tax. on 
the State exclusively?. 

Mr. SUTHEitLAND. Well; a capitation tax, of course, would; 
not be imposed upon the slave in the sense that the slave would' 
be compelled to pay it,. because the slave was property. That 
was simply the rule by which the amount of the tax wa$ to be 
measured. The amount: of the, tax having been. ascertained, 

• then it was imposed @On ei.ther the property of the: State or 
· raised by a tax upon the heads of the· various citizens of the State. 
: Mr. OWEN. Then. I understand the Senator from Utah a&-· 
· sents to the proposition that the capitation tax referred to in 
: the fourth paragraph of: section 9 of Article I. of the: Constitu~· 
tion is not a direct tax on the citizen .. 

Mr; SUTHERLAND. No.. The Senator misunderstands me 
:if. he understands that, because the. Constitution ftgeHl says that 
· it is a direct tax;. It says a." capitation or other· directt tax..'' 

Mr. OWEN. The Constitution, Mr .. President, says. " capita-· 
tion or other direct tax," but it. does not specify wheili:er· it is fl.' 
direct tax on the State or on the citizen. I call the· attentii:Jlll 

. of the Senator from Utah· to· the fact that a capitation tax, a · 
direct tax on. a. citizen, can not be apportioned. under the· con

: stitutional rule, and, therefore, must necessarily be a direct tax. 
upon the State. That is a proposition I wish him to answer. 

l\Ir. SUTHERLAND. Mr. President, it was no· part ot my 
:purpose to discuss that phase of the question·; and to enter 
upon it would lead me entirely too far afield,. if the· Senator 
will pardon me for saying so. 

Mr. OWEN. I beg pardon of the Senator from Utah~ I did 
not wish to interrupt his argument. I thought perhaps he had' 
considered that. 

· Mr. SUTHERLAND; Mr; President, I am discussing this 
tax: upon the assumption th~ the decisions of. the S_upreme 
Court in that respect are right-that it is a; tax upon thQ citizen 
and not upon the State. 

I was about to say, when. the Senator from Oklahoma inter
rupted' me; that the- limguage ot the ConstitutiOn! is. "no· cap-· 
itation or other direct tax.~· It is manifest that,. according. to 
the argument made by the Senator from. Texas and the· Sen
ator from Idaho; the words "other direct tax." meant but one' 
kind of a tax, namely; a land tax. If it had been intended by 
the framers of the Constitution that those words " other direct 
tax" should include a land tax and· nothing more; it seems to· 
me that the plain and:. direct way would have been for the 
framer.s of the Constitution, to have said so in precise wor.d&
to have simply said tllat "no capitation, or land tax; shall be 
laid,. except in. accordance with this rule." 

The Senator from Texas the other. day in his· discussion· 
called attention to the language' of the Articles of Confedera
tion. upon that subject, which, provided· for a contributiou 
f.rom the several States, to be mensm•ed by the value of their 
lands and iml)rovcments. So t11e fraElers of the Constitution 
were familiar with that f-orm of expression; If. they had not 
intended to vary the sense which was conveyed by that expres
sion used in the original Articles of Confedera tlon, it is some
what remarkable that t11ey varied the langunge. If they had 
not intended to include more than was included by the terms 
used in the Articles of Confederation, why is it that they did 
not usc the same language that was used in the Articles of 
Confederation instead of using an expression which, at least, 
apparently seems to inClude wry much more? 

Upon this same subject the Senator from Idaho [1\fr. BoRAH] 
quoteu from the plan of Alexander Hamilton, which was that 
"taxes on land, houses, real estate, and capitation taxes" should 
be npportioned; and the Senator argued that that was evidence 
of what was meant in the Constitution by the use of. the words 
"direct tax." The mnkers of the Constitution had this language 
of Alexander Hamilton before them. Alexander Hamilton 
had used in his proposed plan these precise word-s :· " Lamls, 
houses, real estate, and cap_itation taxes." 

Again, I inquire if the framers of the Constitution in-tended 
to. limit the taxation subject to the rule of apportionment to 
taxes on land, houses, real estate, and capitation taxes, why 
diU tl1ey ;not adopt the language proposed by 1\fr. Hamilton ln
steall of taking the general expression " direct tax," which, 
again I say; apparently means much more than was meant by 
the l:mguage of 1\fr. Hamilton. 

This construction of the Constitution, acconling to the plain 
reading of its terms, it seems to me, is fully borne out by the 
history and circumstances leading up to and. ac<;!ompanying the 
adoption of the Constitutiop. 
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Mr. CUllfl\IINS. l\Ir. President--
'l'he VICE-PRESIDENT. Does the Senator from Utah yield 

to the Senator from Iowa? 
l\fr. SUTHERLAND. Certainly. 
l\Ir. CUl\IllfiNS. Before the Senator passes to a new subject 

I should like to know definitely whether he assents to the 
distinction suggested by the senior Senator from Idaho [Mr. 
HEYBURN] between a tax and a duty. 

1\Ir. SUTHERLAND. No; I do not, as the Senator has 
stated it. I think that the Senator accurately stated the primi
tive meaning of the word "duty," but I do not believe that 
it was used in that restl'icted sense in the Constitution .. 

Mr. HEYBURN. Mr. President--
The VICE-PRESIDENT .. Does the Senator from Utah yield 

to the Senator from Idaho? 
Mr. SUTHERLAND. I do. 
Mr. HEYBURN. I think I perhaps was not explicit enough 

in my statement to convey the full meaning. I intended to sub
mit the nroposition that a tax can not be avoided by any act on 
the pat·t of a subject, while either of the others, imposts or du
tit's, may be avoided by the subject declining to enter into the 
business that carries with it that class of taxation. That is a 

c distinction about which there· can be no doubt. 
Mr. SUTHERLAND. I will agree with the Senator to this 

extent, that a direct tax does imply the idea of coercion. 
Mr. HEYBURN. Sovereignty. 
Mr. SUTHERLAND. Of coercion upon the subject who is to 

pay the tax, while the word "duty," which is imposed upon ar
ticles of consumption--

Mr. HEYBURN. Which may not be consumed. 
Mr. SUTHERLAND. Articles which may be imported. 

· Mr. HEYBURN. Or which may not be imported. 
· Mr. SUTHERLAND. The citizen may pay or not, according 
as he determines to use or not to use the article upon which the 
particular duty is imposed. 

Mr. HEYBURN. Just a word, and then I will be ready to 
leave the subject to the judgment of the Senate or of those who 
may choose to consider it. 

I reassert that duties may be avoided by the act of the 
party-that is, the act of the citizen, because he may do noth
ing that carries with it the duty. Imposts come within the 
same class exactly, as do also excises. These three, in my judg
ment, are distinguished from taxes because they belong to ·ari 
entirely different class of burdens resting upon the citizen: 
There is nothing on earth that the citizen can do to avoid 
taxes except to die. 

1\fr. SUTHERLAND. Then, if I understand the Senator from 
Idaho, he agrees with what I have said, namely, that by the 
word "tax" in that clause of the Constitution is meant direct 
taxes; and by the words " imposts, duties, and excises" are 
meant indirect taxes. That is precisely what I am contending. 

llfr. HEYBURN. I will reply in my own time. 
1\Ir. CUMl\IIXS. I think the Senator from Utah will recog

nize that that is not the suggestion made by the senior Senator 
from Idaho. He did not intend to be understood as saying that 
excises, duties, and imposts were the only indirect taxes that 
could be levied by the Gon~rnment. He intended to say that 
from the very nature of things a duty arose out of the volun
tary act of the person upon whom it \Yas imposed, and that a 
tax was an exercise of soyereignty imposed in an involuntary 
way upon the persons upon whom it rests. I want to know 
whether the Senator from Utah assents to that distinction? 

Mr. SUTHERLAND. I have stated to the Senator from 
Idaho exactly what I did agree to, and I dislike to be obliged 
to say that I assent to language which has been used by others 
when I have undertaken to put in clear language 11recisely what 
my own Yiew is. The Senator can himself make the comparison. 

1\Ir. CUMMINS. Will the Senator, then, permit me to ask 
one further question? . 

Mr. SL'THERLAND. Certainly. 
Mr. CU!IIl\IINS. Would if make any difference in the con

stitutionality of the statute if the burden that is proposed to be 
placed upon incomes is called a "<luty" rather than "tax?" 

llfr. SUTHERLAND. I do not think it would make the 
slightest difference. I do not think you can change the sub
stance of things by changing the name. 

Mr. CUllfl\IINS. Certainly in that respect I agree with the 
senator from Utah, but does the. Senator believe that there are 
any indirect taxes other than those that have historically been 
classified as excises, imposts, and duties~ 

Mr. SL'THERLAND. If I understand the Senator's ques
tion, I do not. I think that those three terms embrace the 
indirect taxes, aml that all other taxes that do not come 
within one or the other of those descriptions are direct taxes. 

Mr. HEYBURN. Mr. President--

l\Ir. CUl\HIINS. 
will permit me. 

Just a moment, if the Senator from Idaho 

Then it is the Senator's view that those burdens which have 
been heretofore called in various countries and in various 
States "excises, imposts, and duties" are the only indirect 
taxes known to the law? 

Mr. SUTHERLAND.' Or other taxes of the same kind or 
description. 

Mr. CUMMINS. Precisely. . 
1\fr. SUTHERLAND. I would not undertake to say that tbe 

various comitries of the world have exhausted all the possl: 
bilities of the excise and all the possibilities of imposts and of 
duties; but either those things which have heretofore . been 
treated as excise taxes, or impost taxes, or duties, or things of 
the same nature, constitute the indirect taxes. 

Mr. CU:M:l\IINS. But the Senator has not yet attempted a 
definition that will describe the difference between indirect and 
direct taxes, except to suggest that excises, imposts, and duties 
are the indirect taxes. What is the essential difference between 
a direct tax and an indirect tax? 

Mr. SUTHERLAND. l\Ir. President, the Senator is asking 
a question that has been answered in a very great variety o.f , 
ways. I would not undertake to lay down a hard and fast 
definition. · 

Mr. HEYBURN. Now, Mr. President--
1\fr, SUTHERLAND. I think-if the Senator from Idaho 

will permit me for just a moment-that the division between 
direct and indirect taxes is rather a zone than it is a line; in 
other words, we may put our fingers upon a particular exaction 
and.say this is a direct tax because it lies entirely outside of the 
zone upon one side, or we may put our fingers on another form 
of exaction and say this is an indirect tax because it lies entirely 
outside of the zone upon the other side; but within the zone 
there may be more or less doubt as to precisely whether or not 
a particular exaction is a direct or an indirect ta:x:. · 

llfr. HEYBURN. Mr. President, I would not like to be 
understood within the limits suggested by the Senator from 
Iowa [llfr. CuMMINS], that there is only one class of taxes out
side of duties, imposts, and exci~es, and that that is a direct 
tax. I believe that there is a class of taxes other than duties, 
imposts, and excises that is dual in character, divisible in its 
purpose, and that on one side of the line lie direct taxes and 
on the other indirect taxes, the indirect purely distinguishnble 
from either duties, imposts, or excises. I do not like to 
anticipate what I will perhaps feel impelled to say in regard 
to the subject later, but I believe that it is within the power of 
Congress to levy a class of taxes-strictly taxes-that are not 
direct, and at a future time I will perhaps ask the Senate to 
listen to some suggestions on that matter. 
THE HISTORY LEADING UP TO FR.HIIXG THE CONSTITGTIO:-l.A.L PRO'\"ISION. 

Mr. SUTHERLAND. Now, l\Ir. President, I come to the con
sideration of the second source of information which I laid 
dqwn in the beginning, namely, the history and circumstances 
leading up to and surrounding the adoption of fhe Constitution. 
Under the goYernment of the Confederation there was no power 
to lay or collect taxes; the only power was to make requisitions 
upon the Yarious States. 

Article 8 of the original Articles of Confederation proyided 
that war and other expenses should be defrayed out of a common 
treasury. 

To quote the language of the article-
Which shall be supplied by the senral States, in proportion to the 
value of all land, within each State, granted to or surveyed for any 
person, as such land, and the buildings and impro•ements thereon, shall 
be estimated, according to such mode as the United States In Congress 
assembled shall, from time to time, direct and appoint. 

This measure of the 11roportion which should be exacted from 
each State was found to be utterly unsatisfactory, and Congress 
in 1783 recommended to the ~>eYeral States that the provision 
should be altered so as to provide that the common '.rreasury 
should be-

Supplied by the several States. in pt·oportlon to the w!JOle number of 
white and other free citizens and inhabitants, of every age, sex, and 
condition, inclnding those bound to servitude for a term of years, and 
three-fift.bs of all other persons, etc. 

It will be observed thnt there is no pro,-ision for, and it iEJ 
not within the contemplation of this article that the contribu
tions which are exacted from the States shall be raised by a 
levy upon lands and improYements an<1 bOl)ses, but only that 
the value of the lands, improvements, nr.1d houses in each State 
shall be the measure of the amount wb1ch the State shnll con
tribute. That measure being found unsatisfactory, another 
measure of the amount which the State should be compelled to 
contribute was formulated by the Congress, namely, that the 
amount should be measured by the number of population. The 
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value of lands being found unsatisfactory, it was. thought that 
the nu!ll!Jer of people in each State would afford a better meas
ure of the ability of the State to contribute than the Yalue of 
its land. 

Mr. BAILEY. Mr. President, will the Senator permit me 
to interrupt hilll? 

Mr. SUTHERLAND. Surely. 
Mr. BAILEY. I think the Senator's statelllent is not exactly 

accurate. The change was made because in that day, as in this 
day, people undervalued their property for the purpose of escap
ing their taxes, and it was concluded that it was possible to 
ascertain with exactness the number of people, when it was 
not possible to ascertain the exact value of the land. They 
adopted it, not because the population was a more satisfactory 
method of gauging these contributions, but simply because they 
could make the ascertainment with exactness when counting 
the people, and they had not been able to make it with exact
ness in estimating the value of land. 

.Mr. SUTHERLAND. The Senator from Texas simply states 
in another and better way than I have stated or could state 
what I intended to say. What I say is, that the measure
ment of the ability of the State to pay taxes by the value of its 
land was found to be unsatisfactory-! am not undertaking to 
go into any discussion of the reason-but it was found to be un
satisfactory, and the measurement by population was adopted 
as being more satisfactory. 

Mr. OWEN. Mr. President--
I\Ir. SUTHERLAND. I yield to the Senator. 
Mr. OWEN. Would not such a tax, whether based on the 

value of land or on population, being a requisition on the State 
to be paid by the State, be necessarily a direct tax on the State 
and not on the citizen? . 

Mr. SUTHERLAND. Mr. President, I am not to be beguiled 
into a discussion of that subject by the Senator from Oklahoma. 
I said to him a little while ago that I did not agree with him 
upon that proposition. I believe that the Constitution did not 
contemplate a direct tax upon the States as such; but, as I 
have already stated, to enter upon that subject would be entirely 
afield from what I had intended to discuss. · 

THE DEBATE IN THE CONVENTION. 

In the Constitutional Convention several plans of taxation 
were submitted. Among them was the plan of Mr. Pinckney, 
the plan of Mr. Randolph, and the plan of Mr. Paterson; On 
July 12 Mr. Morris moved to add to the clause empowering the 
legislature to vary representation according to the wealth and 
number of the inhabitants a proviso "that taxation shall be in 
proportion to repretsentation." Some objection was made to this 
plan, and Mr. Morris admitted the force of the objection, but 
stated that he supposed that these objections "would be re
mon~d by restraining the rule to direct taxation, because," as 
he explained. "with regard to indirect taxes on exports. and 
imports and on consumption, the rule would be inapplicable." 
Of course that is manifest. A duty imposed upon goods im
ported into this country obviously can not be apportioned among 
the several States at all, while a direct tax upon the capital and 
property of individuals of the States can be apportioned with 
varying degrees of fairness. · 

Mr. Wilson stated that he "approved the principle, but could 
not see how it could be carried into execution, unless restrained 
to direct taxation." We are then told that Mr. 1\Iorris modified 
his motion by inserting the word "direct," and the provision 
passed in the following language : 

Prot•illed always, That direct taxation outht to be proportioned to 
representation. 

After that the Constitution was so framed as to providB that 
duties, imposts, and excises should be laid according to the rule 
of uniformity, as I have already discussed. 

Taking these circumstances and all the debates togethel', it 
seems to me clear that the convention intended that every form 
of taxation should be subject either to the rule of apportionment 
or of uniforllli ty. 

In fixing the rule of population as the measurement for direct 
taxation, I think it is apparent from a consideration of the de
bates in the convention itself and of those in the various state 
conventions called for the purpose of ratifying the Constitu
tion, that there was no intention to lilllit the rule to taxes on 
lands alone. I quote, first, from 1\Ir. 1\Iadison. Mr. Madison 
said:. 

Future contributions, it seemed to be understood on all hands, \>OU!d 
be principally Ie,·icd on imports and exports. 

Th.is, by the way, was before the proyision in the Constitution 
forbidding export duties had been adopted. 

Further on he said that he would admit that the number of 
inhabitants was not an accurate measure of wealth. Now, ob
ser..e, it is not the language of Mr. Madison that the number of 

the inhabitants is not an accurate measurement of the value of 
their lands and, houses, but not an accurate measure of wealtlz. 
· And again, quoting from the debates: 

He contended, howeyer, that in the United States It was sufficiently 
&<> for the object in contemplation. 

JIIr. Gorham said that in Massachusetts it had been found " eyen 
Including Boston, that the most exact proportion pt·eya!led between 
numbers and property." · 

Not-again it will be obsened-'-between numbers and.Ianded 
estates, or lands and houses and improvements, but between 
numbers and property. What property~ It is not qualified in 
any way; therefore, property of every aescription; 

Mr. HEYBURN. Would it interrupt the Senator if I should 
ask him a question? 

Mr. SUTHERLAND. Not at all. 
The VICE-PRESIDENT. Does the Senator from Utah yield 

to the Senator from Idaho? 
Jl.fr. SUTHERLAND. I do. 
Jl.fr. HEYBURN. I think there has been a failure to dis

tinguish between tangible and intangible property. The value 
of real estate is not alone what it will bring as an income. It 
is the value for which you can sell it, even though it brings 
you no income. I have been impressed, whenever I have read 
the last decision of the Supreme Court, with the idea that they 
got away from that point, and that it is an important distin
guishing point. An income tax is a tax upon an intangible 
thing-a thing that may vary over night or disappear in a 
day, a thing that .may come and go. It is not the sanie kind 
of .property as the thing from which an income may or may not 
be derived. That thought has occurred to my·mind many times 
in considering this question. · 

Mr. SUTHERL..<\J\"D. Certainly an income from rentals, an 
income from landed estates, 1s not an income from an intangible 
thing. 

Mr. HEYBURN. It is not an income from an intangible 
thing, but it is in itself an intangible, uncertain, indefinite, and 
varying thing. The house may be rented to-day and not rented 
to-morrow. 

Mr. BEVERIDGE. It may burn up. 
Mr. HEYBURN. Yes; as the Senator from Indiana suggests, 

it may burn up. But I think we must distinguish between the 
thing of value and the revenue which romes from it or does not 
come from it, according to the eircumstances. I think a direct 
tax is a tax upon a thing of value, and an indirect tax is one 
upon a thing that may or may not exist. 

Mr. SUTHERLAND. I will undertake to show a little further 
along-! should be anticipating if I should discuss it now-that 
a tax upon the income derived from land is, in substance and 
effect, a tax upon the land itself. 

Mr. HEYBURN. Mr. President, I think that that is probably 
the dividing of the roads in this discussion at all times, when
ever it arises. 

Jl.fr. SUTHERLAND. But I shall not turn aside to discuss 
that particular proposition now. 

Again, referring to these debates, Mr. Wilson contendE-d that 
numbers 'vould be a fairly accurate measure of ~ocalth and 
ability to contribute to the public wants. 

Again, he does not compare the numbers of inhabitants with 
the value of their landed estates, but regards it as a measure 
of their wealth and ability to pay taxes. 

Doctor Johnson thought that the numbers of population was 
the best measure of wealth. 

Mr. Ellsworth offered an amendment providing that the rule 
of contribution by direct taxation should be the number of white 
inhabitants and three-fifths of others; and then added, to quote 
his language : 

Untll some other rule. that shall more accurately ascertain the wealth 
of the several States, can be devised and adopted by the legislature. 

I pause to ask here, Mr. President, If it had been intended by 
the members of that conYention that the term "direct tax" 
should be confined to a land tax, why do they constantly say that 
the rule of population is the best rule br which to ascertain the 
wealth of these States, the pnrpcrty in these States, the ability 
of these States to contribute to the General Treasury? 

Mr. HEYBUUN. Mr. President, I think the Senator is pass
ing over Mr. Fr:mklin's- second suggestion as of less illlportance, 
when, as a Iimtter of fact, it was of first importance. '.rlie sub
jects referred to by Mr. Franklin in the second paragraph are 
those that are directly before us for consideration. What do 
you tax? He suggests that the per capita tax is the safest 
basis until solllething else is discoYered that !llay be taxed. 
What is it that you tax? You tax the house; you do not tax 
the rent that may come from it. You tax the land; you do not 
tax that which lllay be del'ived from it as profit. 
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Mr. SUTHERLAND. 1\'o; either I do. not interpret correctly 
what Mr. Ellsworth says, or the Senator does not. What be 
says is that the rule of contribution by direct taxation should 
be the number of population, .until some other rule--

J\Ir. IIEYBURX. Yes; "until." 
Mr. SU'l'IIERLAND. Until some other rule that shall more 

accur.ately ascertain the wealth of the se>eral States shall be 
found. 

Mr~ HEYBURN. Yes. 
Mr. SUTHERLA.t"\'D. He is not talking about the subjects of 

taxation; he is talking about the rule by which it is proposed 
to measure the ability of the inhabitants of the State to pay 
the tax. 

Mr. HEYBURN. Is that all of thatr 
Mr. SUTHERLAND. No. . 
l\fr. HEYBURN. Will you not ·read Mr. Franklin's state

ment? 
Mr. SUTHERLAND. Then he proceeds: 
The sum allotted to a State may be levied without difficulty according 

to the plan used by the State in raising its own supplies. 

First of all, he discusses the rule of measuring the amount of 
the contribution, and. then he discusses the method by which it 
shall be raised; and he says, with reference to the latter part 
of it: · 

The sum allotted to a State may be levied without difficulty according 
the plan used·lJy the State In raising Its own supplies. 

Mr. HEYBURN. Did not the Senator pass over Mr. Frank-
lin's statement in reading Mr. Ellsworth's? · 

Mr. SUTHERLAND. No; I have not l\fr. Franklin's state
ment at all. 

1\fr. HEYBURN. I bad it in my mind, and therefore may 
myself haTe confused it with Mr. Ellsworth's statement. 

1\Ir. SUTHERLA.ND. It is reported in these debates that Mr. 
King upon one occasion asked what was the precise meaning 
of "direct taxation; " and Mr. Madison informs us that no one 
answe1:ed. I suggested to the Senat<Jr from Idaho when he 
was upon his feet the other day that if the question had been 
susceptible of as simple an answer as has been attempted to be 
made by some of the decisions of the Supreme Court and by 
Senators upon this floor, it is a little remarkable that somebody 
did not answer it. 

Mr. BORAH. Mr. Presiclent--
Mr. SUTHERLAND. Just a moment. E>idently it chal

lenged the attention of 1\Ir. l\Iadison, becaiJse he took pains to 
· obser>e and record the fact that no one answered. 

According to the contention made here, a direct tax is only 
a capitation tax or a land tax. If it had been understoocl by 
the members of that convention in that way, is it not remark
able that somebody did not say "A direct tax is simply a 
c~pitation tax or a tax on land'!" No one ans"-ered the ques~ 
twn, however, because no one in the convention could formulate 
in his own mind at the moment a precise definition; and no 
one undertook to formulate it, although, as the debates show 
both there and elsewhere, the general nature of a direct tax 
was perfectly understood. 

llfr. BORAH. Mr. President--
The VICE-PRESIDENT. Does the Senator from Utah yield 

to the junior Senator from Idaho? · 
Mr. SUTHERLAND. I do. 
llfr. BORAH. llfr. President, I presume the Senator from 

Utah will concede that the framers of the Constitution reco""
nized this matter of taxation as one of the most important sub
jects with which they had to deal, and one with which they had 
to dea:l with the utmost accuracy. Does the Senator from Utah 
believe that after the attention of the makers of the Constitu
tion was called to the meaning of the word " direct " they still 
proceeded to put into the Constitution a term the meaning of 
which they did not understtmd? Does the Senator mean to say 
that after their attention had been specifically directed to the 
matter, and they did not know, they still continued to insert in 
the Constitution a phrase the meaning of which they did not 
understand? 

llfr. SUTHERLAND. No; I ha>e not so said, Mr. Presi
dent. I haye said that the members of the Constitutional Con
yention did understand, but that they were not able to formu
late at the moment a precise definition. lily contention is that 
the framers of· the Constitution understood by "direct taxes" 
taxes upon those snbjects which were made the subject of direct 
taxation in·the Yarions Stn tes at the time the Constitution was 
framed. As those subjects differed in various States, they could 
not have undertaken to make an enumeration of them; and they 
were unable, as I said, to formulate a precise definition. 

llfr. BORAH. Iu other \lOrds, if the question had been asked 
"What is a duty?" or "What is an excise?" the same silenc~ 

would likely have resulted, because it covered a wide range of 
territory, and it would ha>e taken some time to define it. 

Mr. HEYBURN. 1\fr. President--
The VICE-PRESIDENT- Does the Senator from Utah :vield 

to the senior Senator from Idaho? • 
Mr. SUTHERLAND. Yes. 
Mr. HEYBURN. Blackstone's Commentaries were the latest 

legal publication at the time of the sitting of the Constitutional 
Convention. Mr. Blackstone defines in very explicit language 
what are direct taxes, .and limits them to per capita and land 
taxes. I presume the framers of the Constitution took it for· 
granted that a principle that was so well established and so 
generally recognized was sufficient, and, perhaps, settled this 
question by an aside, one to the other; rather than by a public 
discussion. 

Mr. SUTHERLAND; It may have been, at the time Mr. 
Blackstone wrote, that the only form of direct taxation which 
was in use in England was that form to which the Senator has 
directed attention. .Btlt neither 1\!r. Blackstone nor nny other 
writer upon English law ever intended to say that direct taxes 
were confined, at all times and nuder all circumstances, to capi
tation and land taxes. 

Mr. HEYBURN. 1\Ir. President, a very familiar rule of in
terpreting statutes is that of taking into consideration the ori
gin of the principle which was being adopted and formulated.by 
the party who was enacting a law or making a constitution; 
and the very knowledge in the minds of the makers of the · 
Constitution that this term had been interpreted by the English 
law writer of most distinction at that time would be accepted 
by them as we accept the decisions of the supreme courts of 
the States from which we take statutes. 

Mr. SUTHERLAND. The Senator from Idaho will agree 
with me that the English Parliament and the English courts 
have some familiarity with l\fr. Blackstone and the various 
writers upon English law; and the English Parliament and the 
English courts, having all those authorities before them, and 
considering all of those authorities, have uniformly held· that 
an income tax is a direct tax. 

Mr. BORAH. Mr. Presid&lt--
The VICE-PRESIDENT. Does the Senator from utah yield 

to the junior Senator from Idaho·? . 
Mr. SUTHERLAND. Certainly. 

· llfr. BORAH. They never held that, did they, prior to the 
adoption of the Constitution of the United States? 

' llfr. SUTHERLAND. No; because prior to the adoption of 
the Constitution of the United States no income tax bad been 
imposed; and Mr. Blackstone could not have spoken of an in
come tax at the time he wl·ote, because if he had he would lwxe 
spoken of something that did not exist. But the English Par
liament nud the English judges inteYpreted Mr. Blackstone's 
language defining direct taxes in a different manner from that 
of the Senator from Idaho. 

Mr. HEYBURN. llfr. President, there was no occasion for 
the English courts or the English Parliament to " shy off " 
from the question of what was and what was not direct taxa
tion, because there was no constitutional limitation that "'OV
. erned the English Parliament in regard to levy in" a certain 
kind of tax or that limited them in any way. "' 

ll'fr. SUTHERLAND. No; but there were eTidently other 
considerations which made it important for the English Parlia
ment and the English courts to assign the income tax to its 
proper classification; and they assigned it to the class of direct 
taxes, and not to the class of indirect taxes, with all the in
formation before them from Blackstone aml from the other 
English writers that the Senator from Idaho has before him. 

Luther Martin said: 
Direct taxation should not lle used llut in cases of absolute necessity 

and then the States will lle the best judges of the mode. ' 
Finally, on September 14, 1787, the ]H'OYision in section () of 

Article I, "No capitation tax shall be laid, unless," etc., being 
1mde1· consideration, l\h-. Read moYed to insert after " cavita
tion " th~ words "or other dii·cct tax." 

He was afr,1id that some lib~rt>· mir>:ht otherwise he taken to saddle 
the State~ with a readjustment by this rule of past regu\sitions of 
Congress, and that his anwndmcnt, lly g·iving another cast to the 
meaning, 11·ould take .away the pretext. 

And in that form it "as carried. 
l\Ir. OWEN. (wish to call the attention of the Senator from 

Utah to the report of Luther :Martin to the legislature of 1\Iary
Iand, in which he expressly stated that this Ycry Constitution 
authorizccl the Congress to lay direct tuxes on the citizen in 
every case. 

1\Ir. SUTHERLAND. I hn.ye the report and I shall read from 
it later on in my remarl,s. 

Now, I want to call attention to the fact that in the debates 
of the Constitutional Convcnt.ion there is no hint or suggestion 
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that direct taxes should be confined to capitation and land taxes, 
although the question was asked what was meant. The discus· 
siou assumed ratller a wide range, but nowhere in the debates 
was it ever suggested tllat tlle tax should be confined to a land 
tax and a capitation tax. 

On tlle contrary, the "'hole debate from beginning to end 
in'dicates that in the minds of the majority population was con
sidered the fair measure, and that landed estates were not 
considered the fair measure of the ability of the various States 
to contribute, but that wealth and property generally should be 
the subjects from which the taxes should be gathered. Popula
tion was regarded as the measure of the amount, and the amount 
itself realized by taxing the wealth and property of the States, 
and not their landed estates only. 

Mr. HEYBURN. I desire to ask the Senator if it is not ap
parent upon the face of the proceedings that the Constitutional 
Convention did not get away from the idea of a central govern
ment apportioning and levying taxes, for the State to collect 
and turn in, until almost the last days of the con>ention? It 
had been accustomed to it under the articles, and it was only 
in the latter days of the con>ention that it adopted the present 
system, which entirely eliminated the idea of imposing a tax 
upon the State, to be accounted for to the General Government. 

Mr. Sl7l'HERLAND. It was insisted by some that the old 
plan should be adhered to. 

DEBATES IN THE STATE CONVENTIONS. 

I now come to a brief discussion of the debates and proceed
ings in the various state conventions upon the question of the 
ratification of the Constitution. · I shall submit that from a con
sideration of the various things that were said by the members 
of these conventions that it was not understood by any of 
them that the words "direct tax" in the Constitution were 
used in this restricted sense. 

Hoger Sherman and Oliver Ellsworth, writing to the governor 
of Connecticut, Se11tember 26, 1787, say: 

It is probable that the principal branch of revenue will be duties on 
imports. What may be necessary to be raised by direct taxation is to 
te apportioned on the several States, according to the number of their 
inhnbitants; and although Congress may raise the money by their own 
authority, if necessary, yet that authority need not be exercised If 
each State will furnish its quota. 

In the 11fassachusetts con\'ention Judge Dana, after urging 
the necessity of Congress being vested with the power to levy 
direct taxes, said: 

It was not to be supposed that they would levy such unless tb,e 
Impost and excise should be found insufficient in case of a war. 

Clearly indicating that in the mind of that distinguished 
gentleman the line of division was between imposts and excises 
and that character of tax upon the one side and direct taxes 
upon the other. 

.Mr. Seugwick, commenting upon the same subject, said: 
Congress would necessarily take that which was easiest to the 

people ; the first would be impost, the next excise, and a direct tax will 
be the last; for, ~ • • drawing money from the people by direct 
taxes being difficult and uncertain, it would be the last source of reve· 
nue applied to by a wise legislature. 

In his mind, evidently, the impost and excise included the 
forms of indirect taxation; all others were direct taxes. 

l\Ir. GoRE understood the matter in the same way. He speaks 
of the imposts and excises being sufficient for the purposes of 
government in times of peace, but in time of war requisitions 
must be made to supply the deficiencies of this fund. 

Mr. Pierce called attention to the fact that gentlemen in dif
ferent parts of the House had agreed that Congress would not 
lay direct taxes except in case of war, for that-

To defray the exigencies of peace· the impost and excise would be 
sufficient; and, as that mode of taxation would be the most expedient 
and productive, it would undoubtedly be adopted. 

He went on to say, however-
But, ~Ir. President, if Congress had the power of direct taxes, In the 

manner prescribed In this section, I fear we shall have that mode of 
taxation adopted In preference to imposts· and excises. 

He was evidently against the system of direct taxation en
tirely, but in his mind the contrast was between imposts and 
excises, which he regarded as indirect taxes, and all other 
kinds of taxes, which he regarded as direct taxes. 

In the Connecticut convention Oliver Ellsworth discussed the 
matter at some length. He first discussed the objection to the 
clause, that it extended to all the objects of taxation. 

Gentlemen in that convention had insisted that the power con
fen·ed was altogether too broad; that it should have _been 
limited .. But Ellsworth pointed out that while the power had 
been gi>en to Congress to levy taxes upon all subjects of taxa
tion, it did not extend to all exclusively. 

It did not say that Congress should have all these sources of 
revenue and the States none, but that all,' excepting the impost, 
8tilllny open to the States. 

He said that all nations had seen the necessity and propriety 
of raising a revenue by inuirect taxation-by duties. upon arti
cles of consumption. 

In the New York convention. Chancellor Livingston, after 
discussing the proposed amendment, that no excise should be 
laid on the manufactures of the United. States, said: 

But if you impose upon the Union all the burdens and take from 
them a principal resource, what will they do when the Imposts diminish 
and the expenses of government Increase? Why, they must have 
recourse to direct taxes ; that Is, taxes on land and specific duties. 

Mr. HEYBURN: What does he mean by that other expres-
~oo? . . .. 

Mr. SUTHERLAND. I do not know precisely what he meant, 
but I am citing .it for the purpose of showing that in his mirid 
the direct tax extended to something beyond the tax on land. 

Mr. HEYBURN. What does he name it? 
Mr. SUTHERLA:r<.'D .. Specific duties, he calls it. I think in· 

all probability he did not use a happy phrase, but evidently he 
believed that under the Constitution direct taxes were not con-
fined to a land tax, but extended to something else. · 

Mr. Jay, discussing the proposed amendment, that (j.irect taxes 
should not be levied until requisitions had first been made, said: 

It ought to be considered that direct taxes were of two kinds, gen
eral and specific. With respect to the latter, the objection could not 
apply. The National Government would, without doubt, usually em
brace those objects which were uniform throughout the States. 

Not that under the Constitution they' were confined to such 
objects, but that, considering the expediency of the matter, 
they would carry out the constitutional provisions so as to tax 
only such objects as were uniform throughout the States. 
. In the Virginia convention Mr. Madison, answering the ob
jection that 10 men deputed from that State, and others in pro
portion from other States, would not be able to adjust direct 
taxes so as to accommodate the various citizens ill 13 States, 
said: 

Could not 10 Intelligent men, chosen from 10 districts from this State, 
lay direct taxes on a few objects in the most judicious manner? 

If these direct taxes under the Constitution were confined to 
land, what need of 10 men to adjust the direct taxes'/ What 
need of 10 men to " lay direct taxes on a few objects in the most 
judicious manner" if direct taxes meant only a tax upon land? 

Again, he said : · 
There Is a proportion to be laid on each State, according to its popu- · 

lation-

Now, mark this-
The most proper articles will be selected in each State. If one ar

ticle in any State should be deficient, it w111 be laid on another article. 

Again clearly indicating that it was not in his mind that the 
direct tax was confined to land, but that it would be laid in the 
various States upon the most proper articles, and if one article 
should be deficient in any State, it would be laid upon another 
artiCle. 
. Mr. HEYBURN. Would the Senator consider an intangible 
sum to be derived or not to be deri>ed as an income, as an ar
ticle within the meaning of the suggestion or expression of J\fr. 
Jay? . 

Mr. SUTHERL-'-~D. Incomes were taxed. Direct taxes 
were imposed upon incomes in one or two of the States. 

Mr. HEYBURN. Would it come within that definition of an 
article? 

Mr. SUTHERLAND. It would come within that term as 
used by Mr. l\Iadison--

Mr. HEYBURN. I think that llfr. Jay--
Mr. SUTHERLAND (continuing). As used by 1\fr. Madison 

in the Virginia convention. 
Mr. BORAH. I presume, perhaps, the Senator from Utah is 

going to reach that subject. I do not know whether he is or 
not. But does not the argument which the Senator is now pur
suing reason as strongly against an inheritance tax as an income 
tax? 

Mr. SUTHERLAND. I think it does not. I think the in
heritance tax proceeds upon an entirely different theory. As I 
undertook to poirit out the other day, an inheritance tax is not 
imposed upon property. It is imposed upon the right to suc
ceed. It is imposed upon the devolution of the property. It is 
imposed in precisely the same way that a stamp duty is im
posed upon a deed by which we transfer a piece of land. 

Mr. BORAH .. Does the Senator contend that the right to 
inherit property is not an article within the meaning of the 
phrase? 

Mr. SUTHERLAND. I contend that it is not an article 
within the meaning of that phrase. 

1\fr. BORAH. Does the Senator contend that the tax on 
the right to inherit is any more than the tax on the right to 
receive an income from the property? 
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~fr;. SU'l'HETILA:ND. If the Senator does not understand 

what r mean, I have e\·idently not expressed myself clearly. I 
say again, a tax on the right to inherit belongs to one class 
and a t.'1X upon the income from real estate or personal prop
erty belongs to an entirely different class, just as the stamp 
duty upon a deed belongs to one class and the tax upon the 
Janel belongs to another class. 

1\fr; BORAH. Under the statutes of every State in the 
Union; a man has a right to inherit. That is fixed by law. 
It is 11 substantial right, and they tax that right. Now, what 
is that when· taxing it? Is it an article·? Is it a property 
right? Is it an interest? Is it something you may sell, some-
thing· y{)U may realize from, or what is it? . 

Mr; SUTHERLAND; They· are taxfng the transfer of prop· 
erty from the dead to the living, whether that transfer is accom
plished' in pursuance of a statute or· in pursuance of a will, 

. just as they are taxing the transfer of the real estate in the 
case of' a sta!I)p duty on a deed from the living to the living. 

Mr;. BORAH. Let me put it in another way. Suppose I 
should' be· so fortunate as to have an uncle die and leave me a 
vast amount of property.. I have the right to inherit it; I 
could go and transfer that right, sell my interest, and the other 
party, could step into my shoes, might he not? 

MI.!; SUTHERLAND~ Will the Senator repeat the last part 
of hiS question·? 

Mr;. BORAH. I can transfer my right to take an interest in 
this property? 

Mr. SU'l'HI~RLAND, I think so, 
M1~.. BORAH~ Then he wills to me a certain· amount of 

property., May I not transfer that right? 
Mr. SU'l'HJI:RLAND; I will make the supposition. What is 

the question?. 
Mr. BORAH. What am I selling.? What am I transferring? 
Mr. SU'l'HERLAND. You· are selling your property, your in-

lierit:mce: 
Mr .. BORAH; And that is what we are taxing. 
Mr~. SUTHERLAND; No; we are not taxing the property. 
Mr. BORAH. But you a1~e taxillg the right to inherit. 
Mr~ SUTHIDRLAND ... I elm not put it in plainer language. 

What is being taxed in that case is the devolution of property, 
the. transfe£ of property, and not the property itself, and in that 
case it is an excise an([ not a direct tax .. 

Now, I will quote very briefly from what was said by l\fr. 
~farJ:!liaH; afterwards Chief Justice of the Supreme Court of 
the United States, upon this subject: 

The· obJects of direct taxes are well understood; they are but few. 
What· are they? LandS'-

Does lie stop there? Nb-
aia.ves, stock of all kinds, and a few other articles of domestic property. 

He· was speaking of the objects of direct taxes in his own 
State and they were not limited to land there. He was in
terpreting the meaning of the phrase of the Constitution with 
reference to a direct tax by callillg. attention to what was 
understood to be a direct tax in his own State. That is the 
only way that it could have been arrived at. 

Mr. iiEYBUR~. Mr. President--
The VICE-PRESIDENT. Does the Senator from Utah yield? 
!lfr. SUTHERLAND~ In just a moment. That is the only 

way it could li.aYe been arrived at, because the National Gov
ernment in existence prior to the Constitution never had had 
{my power to tax anything. Therefore, there could have been 
no direct tax under the National Government, and the framers 
of the Constitution could only have referred to the direct taxes 
as imposed in the various· States: · 

Mr. HEYBURN. I should like to ask the Senator from Utah, 
is there anything other· than tangible property enumerated by 
Chief Justice Marshall? 

Mr; SUTHERLA~'D. No; I will answer the Senator. 
1-fr. HEYBURN. Absolutely nothing; 
Mi'. SUTHERLAND. It so happened that in Virginia. noth

ing but those classes of property were taxed, but if Mr. Mar" 
shall had been. speaking in Delaware, he would have included 
in his enumeration incomes, because the taxes· in Delaware 
were realized from incomes at that time. ::lfr. Marshall pro
ceeds:. 

He-
Referring to a.member who had spoken upon the'subject

then spoke of a· selection of particular objects by Congress, which he 
says must necessarily be oppressive; that Congress, for Instance, might 
select taxes, and that all but landholders would escape. Can not 
Congress·. regulate the taxes so as to be equal on alt parts of the 
community? Where is the absurdity of having 13 revenues? Will 
they clash with, or injnre, each othet·?. If not, why can not Congress 
make 13 distinct la\\·s, and Impose the taxes on the general objects of 
taxation In· each State; so as that all persons of the society shall pay 
equally;. liS they ought? · 

1\fr. HEYBURN: When was that stated? 
l\Ir. SUTHERLAND. It was stated during: the debate in tiie 

Virginia convention preceding the ratification of the Consti
tution. 

l\Ir. HEYBURN. That was, of course, on the· basis of the 
Articles, rather than of the Constitution. . · 

Mr. SUTHERLA:r..'D~ Not at all. It \vas--
.1\fr. HEYBURN. That is the practice that had been in '9'ogtre 

under the· Articles. · · 
~Ir. SUTHERLAND; The Senator is entirely mistaken.. 1'Jle 

debate was on the question of the ratification of the Constitm 
tlon; · · 

Mr. HEYBURN: It had not been: ratlfie([ and we bad not 
yet a Government 

Mr. SUTHERLAND; But they were attempting: to ratify if, 
and. Chi'ef J:ustice Marshall: was discussing the meaning of' the 
phrase in the proposed Constitution, That was not the language 
of some layman, of some irresponsible person, but it was· the 
language of Chief Justice Marshall. He saw no difficulty i'n 
imposing. a direct tax upon: one class of articles in one· State 
and a different class of articles in: another State; and clearly in 
his mind' the direct tax was not confined to a land tax. 

l\fr. M{)CUMBER. Will. the SenatOr read the statement 
again?· 

Mr. SUTHERLAND. The. Senator. from. North Dakota asks 
me to read- the statement again. 

He-

Referring to a member who had spoken upon the subject
then· spoks· of n: selection of particular objects by Congress; which fie 
says· must necessarily be oppressive ; that Congress, for instance, might 
seleet taxes, andc that all but landholders would escape. 

'l'hat is, that Congress might select to· impose tlie direct tax 
only upon land, and in that event all but the landholders would 
escape. But answerillg that objection Mr. Marshall. said: . 

Can not Congress regulate the taxes so as to be equal on all parts 
of the community? Where is the absurdity of having 13' revenues? 
Will they· clash with, or injure, each other? .r:r not, why· can. not Col!:
gress make 13 distinct laws, .. and impose the· taxes on the general objects 
of taxation. in each State, so as that all persons of the society shall. pay 
equally, as they·· ouglit? 

Can there be any mistake as to tJie· understanding of Chief 
J:ustice Marshall' in reference to this phrase in. the· Constittr. 
.tion? Can there be any doubt that Chief Justi'ce·l\farshall un• 
derstood: that the term "direct taxes" in the· Constitution• did 
not only include land taxes; but included the great variety of 
subjects of' taxation in the various St.'ltes which were to com- . 
pose the Union? Mr. Nicholas said: 

Nine·tenths. of the revenue or· Great Britain and France are raised 
by· indirect tax.es·; and· were they raised by direct taxes they would be 
excecdlnglyo oppressive. .&t present• the reverse of this proposition. 
holds in this country, for very little is raised by indirect taxes. 

Revenue·was raised; as he says, in the main, with: what appar
ently in his mind was an immaterial exception, by· the imposi> 
tion of a direct tax, yet we find in all these various States that 
not only lands, but horses, cattle, stock, and various other ob• 
jects were the subjects of taxation by the States; 

Mr. Nicholas then discusses the objection--
llfr. HEYBURN. I should like to ask the Senator, Did the 

United States ever under any circumstances levy a tax upon· 
horses and cattle and stock?· 

Mr. SUTHERL&ND. No. 
Mr. HEYBURN. Then that reference is to the lJOWer of the 

State ·and not of the United States. 
Mr. SUTHERLAND. I will come to that in a moment. I 

think I shall be able to show the Senator that Congress has not 
imposed direct taxes upon that class of articles, not because 
Conf,'l."ess recognized that it had no power to do it, but because 
Congress recognized. that it was inexpedient to do it. 

He then discusses the objection that the General Government 
ought not to impose direct taxes, because its Members would 
not be acquainted with the local situation of the people. He 
answers this by saying that they can get information from 
every source· from which the st.'lte representatiYes get theirs, so 
as to enable them to impose taxes judiciously, and that the com· 
sequence of. laying taxes on improper objects would be to 
decrease the amount collected. 

An examination of all the debates from beginning to end, I 
submit, will show that the members of these yarious state con. 
ventions, called for the· purpose of ratifying the Constitution; 
called for the purpose of debating the meaning of the vari
ous phrases in the Constitution, held that. the term "direct 
taxes" included not only taxes upon land but taxes upon. all 
this great variety of objects in the various States. 

Luther Martin, in a. most elaborate discussion of this subject 
before the· Maryland. house of delegates, uses· the languagfl· 
which I shaH: read, and it is so, clear and apposite upon this 



2088 CONGRESSIONAL RECORD-SENATE. l\fAY 17, 

question that I desire to quote from it upon that particular 
subject at some length. I-Ie said : 

By the eighth section of this article Congress Is to have power to 
lay and colleet taxes, duties; Imposts, and excises. \Vhen we met In 
co_nvention, af~er our adjournment, to receive the report of the com
mittee of detail, the members of that committee were requested to In
form us what powers were meant to he vested in Con~ress b:v the word 
"duties" in this section, since the word "imposts " i:'xtended to duties 
on goods Imported, and by another part of the sy::tem no duties on 
exports were to be laid. In answer to this inquiry we were informed 
that it was meant to give the General Government the power of laying 
stamp duties on paper, parchment, and vellum. We then proposed to 
have the power inserted in express words, lest disputes might hereafter 
arise on the subject, and that the meaning might be understood by all 
who were to be affected by it; but to this It was objected, because It 
was said that the word " stamp " would probably sound odiously in the 
ears of many of the inhabitants and be a cause of objection_ By the 
power of imposing stamp duties the Congress will have a right to 
declare that no wills, deeds, or other Instruments o! writing shall be 
good and valid without being stamped; that, without being reduced to 
writing, and being stamped, no bargain, sale, transfer of property, or 
contract of any kind or nature whatsoever shall be binding; und also 
that no exemplification of· records, depositions, or probates of any kind 
shall be received in evidence ·unless they have the same solemnity. 
They may likewise oblige all proceedings ·of a judicial nature to be 
stamped to give tP.em effect. These stamp duties may be imposed to 
any amount they please ; and under the pretense of securing the collec
tions of these duties, and to prevent the laws which imposed them 
from being evaded, the Congress may bring the decision of all questions 
relating to the conveyance, disposition, and rights of property, and 
every questi<>n relating to contracts between man and man, Into the 
courts of the Genera! Government-their Inferior courts in the first 
instance and the superior court· by appeal. By the power to lay and 
collect imposts they may impose duties on any or every article of com
merce imported into these States to what amount they please. By the 
power to lay excises-a power very odious in its nature, since it author
izes officers to go Into your houses, your kitchens, your cellars, and to 
examine into your private concerns-the Congress may Impose duties 
on every article of usc or consumption, on the food that we eat, on 
the liquors that we drink, on the clothes that we wear, the glass which 
enlightens our houses, or the hearths necessary for our warmth and 
comfort. By the power to lay and collect taxes--

Kow, observe the language: 
By the power to lay and collect taxes, they may proceed to
To what?-

they may proceed to direct taxation on every individual, either by a 
capitation tax on their heads or an assessment on-

On what? Not upon their lands, not upon their houses, not 
upon their buildings, but an assessment-
on their property. By this part of the section, therefore, the Govern
ment has power to lay what duties they please on goods imported; to 
lay what duties they please, afterwards, on whatever we use ot· con
sume; to impose stamp duties to what amount they please and in what
ever case they please ; afterwards, to impose on the people direct taxes, 
by capitation tax or by assessment, to what amount they choose. 

1\fr. HEYBURN. On their property? 
Mr. SuTHEHLAND. On their property. 
Mr. HEYBUHN. Kow, I should like to inquire if the Senator 

believes that incomes were intended to be included within the 
property as there referred to? 

1\fr. SUTHERLAND. Mr. President, the whole purpose of the 
discu~sion I am now engaging in is to demonstrate, or attempt 
to demonstrate, that precisely what I do cluini is that incomes 
were included within that term. 

l\fr. HEYBuH:N. I want to say that I am one of those who 
believe it is within the power of Congress to enact an income
tux law, but I am not in favor of exercising that power. I 
make this statement so that there may be no misunderstanding. 

1\fr. Su'l'HERLA:XD. I am sorry that the Senator from 
Idaho differs with me upon that question, because I have a yery 
high regard for his opinion upon a legal proposition. 

It is perfectly clear that Mr. Martin understood indirect tuxes 
to be included wHhin the terms "duties, imposts, and excises; " 
that he further understood that cluties were to be confined to 
stamp taxes, imposts to duties on imports, excises to taxes upon 
articles of use or consumption, and that all taxes outside of 
these were direct taxes on lands or on other property, because 
he says, and let me repeat a sentence: 

By the power to lay and collect taxes, they may proceed to (/ircot 
taxation on e>ery individual by an assessment on their property. 

Showing that in his mind the term " taxes" as .used in that 
clause was equivalent to the words "direct taxes" used in 
other parts of the Constitution. 

In sen~ral of the States where the question of the ratification 
of the Constitution was considered, resolutions were introduced 
proposing to amend the Constitution so that Congress should 
not lay direct taxes except when the moneys arising from im
posts :md excises are insufficient for the public exigencies. 

Clearly there was a case which did not depend· upon the 
spoken' word which is sometimes uttered without much reflec
tion, but they proposed by a solemn written resolution to amend 
the Con~titution so as to confine the laying of direct taxes to 
cases where the imposts and excises were insufficient. Is there 
any doubt that in the minds of the members of the conventions 
:which framed that proposed amendment the words" imposts and 
excises," and in one State the word "duties" was added, were 

used as the very antithesis of direct taxes, including in the form 
of indirect taxes those tbree things, and in the form of direct 
taxes everything else? 

~'hat "·as tl.Je form of resolution in Massachusetts and that 
was the form of resolution in Kew York. In South Carolina 
the language was "that the direct tax should be only imposed 
when the moneys arising from duties, imposts, and excises," 
using the very hmguuge of the Constitution, "were insufficient." 
In New Hampshire the language was that "direct taxes should 
be only laid. \vhen the moneys arising from imposts, excises, 
and from other resources are insufficient for the public 
exigencies." 

And so it is perfectly clear, as it seems to me, that in the 
minds of the members of these conventions the words "direct 
tuxes" included all forms of tax2.tion that were not included 
\vithin the three expressions, "duties," "imposts," and "ex
cises." 

The object of the whole of the provisions of the Constitu-' 
tion with reference to the subject of direct taxation was to pro
tect the accumulated capital of the citizens of the various 
States against the inroads of a majority of the representatins. 
They recognized, as the Supreme Court has repeatedly recog
nized and pointed out, that the power to tax is the power to 
destroy, and tlwy did not propose that a. majority of the repre
sentatives should impose tuxes upon the citizens of a particulaJ: 
St:1te or group of States in such way as to make it unfair or so 
as to destroy property in the States. 

LEGISLATIVE CONSTRUCTION. 

Now, I come to the qi1estion of the legislative or practical 
construction. Not only is much stress laid upon that particular 
matter by the Senator from Texas [Mr. BAILEY] and the 
Senator from Idq.ho [1\fr. BoRAH], but much stress has been 
laid upon it by the Supreme Court in some of the cases. It is 
pointed out, in the first place, with reference to the carriage 
tax, that Congress in· the early part of its history imposed a 
tax upon carriages which were_ used or hired· for use, and 
thereby recognized that it was not a direct tax. Then attention 
is called to the fact, which is a fact--

Mr. ·BEVERIDGE. The carriage tax was held to be an 
excise. 

Mr. SUTHERLAND. Yes; the carriage tax was held to be 
an excise. I will discuss that in a monient. It is true that in 
all of the laws which have been passed by Congress levying 
direct taxes they hu ve been limited to hinds, houses, mid im
provements, except in one case where it was extended to slaves. 
It is argued from that that that amounts to a practical con
struction of that provision of the Constitution by Congress. 
If it stood alone and we had nothing else but that, there would 
be· much force in that suggestfon, but when we come to con
sider the history which led up to the adoption of these various 
laws we find that Congress in limiting its direct taxes to lands 
and houses and the improvements on land was doing it not 
because it recognized that that was the limit of its power, but 
because it recognized that it was not expedient to extend the 
taxes to any other objects. 

THE CARRIAGE TAX. 

First of all, let me discuss very briefly the carriage tax. It 
was clearly understood, as will be seen by the debates, that the 
tax on carriages was a tux on tile use or consm11ption and not 
upon the property itself. Let me call attention very briefly to 
what ;ur. Sedgwick said upon that subject. I quote the lan
guage which is reported in the Pollock case (157 U.S., 568). 

Mr. Sedgwick said, when the proposition was first presented, 
that: 

A capitation tax, and taxes on land and on property and Income gen
erally, were direct charges. 

r\ow, notice the language. 'l'hcse are the debates in Congi·ess 
leading up to the adoption of the carriage tax: 

A capitation tax, and taxes on la?d and. on pr.opcrty ari~ Income gen
erally were direct charges, as well m the 1mmedtatc as ultimate sources 
of contribution. He had considered those, and those only, as direct 
taxes in their operation and effects. On the other hand, a tax imposed 
o'U a specific article of personal property, and particularly if objects of 
luxury as in the case under consideration, iic had nc>er supposed had 
been c~nsidered a direct tax, within the meaning of the Constitution. 

Mr. De:-:ter observed that his colleague had stated tbe meaning of 
direct taxes to be a capitation tax, or a general tax on all the taxable 
property of the citi;,ens; and that a gcntlcmnn from Virginia [Mr. 
Nicholas] thought the meaning was that all taxes are direct which 
are paid by the citizen without being recompensed by the consumer; 
but that where the t<>x was only advanced and repaid by the consumer 
the tax was indirect_ He thought that both opinions were just and 
not Inconsistent, though the gentlemen had differed about them. He 
thonght that a general tax on all ·taxable property was a direct tax, 
beca1ise it was paid without belng recompensed Ly the consumer. 

Afterwards, when the bill was put upon its passage in the 
House, the following occurred, and this is all that did occur, so 
far as the debate is concerned, when the bill was finally passed. 
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On :\fay 20, 1794-nnd I quote directly from the Annals of 

Congress-this appears: 
1\Ir. Madison objected to this tax on carriages as an unc~nsti~ut!onal 

tax. and, as an unconstitutional measure, he would vote agamst 1t. 
lllr. Ames said-
Now, mark you, 1\fr. Madison and 1\fr. Ames up~n the final de

bate are the only ones who spoke upon the quest10n, one repre
senting one side of it and the other the other side of it-:-

1\fr. Ames said that it was not to be wondered at i.( .he, C?ming from 
so different a part of the country, should have a different 1dea of this 
tax from the gentleman who· spoltc last;· In Massachusetts th!s. tax 
had been long known ; and there it was called an excise. It ~as d1t!icult 
to define whether a tax is direct or not. He had satisfied himself that 
this was not so-

Now mark
The tluty falls not on tlte possessioll, but the use. 
Mr. BEVERIDGE. Mr. Ames thought that if it had been a 

direct tax he also would have been against it, but he was for it 
becam:e he did not think it was a direct tax but an excise, as it 
was so considered in Massachusetts. Is that correct? 

with that explanation, and consequently his invention did not 
serve its purpose. li.Ir. l\Iadison voted against that law. Mr. 
l\Iadison followed it from Congress into the public prints, and 
afterwards into the conrts, and attacked it. 

l\Ir. SUTHEULAND. I think,. on reflection, Mr. Madison did 
agree with Mr. Ames, because when l\Ir. l\Iadison .was Presi
dent of the United States he approved an Q.Ct almost in identical 
terms. . . . . :, 

.llfr. BAILEY .. That was because the court had in the mean:, 
time decided that Mr. Madison was wrong, and Mr. Madison: ac
quiesced. I use the word "acquiesced" advisedly. Mr. 1\Iadison 
never did adopt the opinion of the court, but he acquiesced in it. 

llfr. SUTHEllLAND. I think, llfr. President, when we come 
to consider the circumstance that Mr. Madison was regarded cvi-· 
dently as the spokesman upon that side which declared tiie 
statute unconstitutional-for no one else spoke upon that side, 
but 'Others voted with him-and that Mr. Ames must be re
gal·ded as the spokesman for the opposite view-for the niit
jority voted with Mr. Ames and said nothing-it may be well 
concluded that Mr. Ames spoke the opinion of the majority of 
the House of Representatives upon that question when he said: Mr. SUTHERLAND. That is correct. He understood that it 

was not a direct tax, because the duty fell not upon the posses-
H The duty falls not on the possession, but the use. sion, but upon the use, e went on to say: 

And it is very easy to insert a cla~se to that purpose wh!ch will s.at- 1rir. BEVERIDGE. Mr. President--
lsfy the gentleman himself. l\Ir. Mad1son had sa1d that the mtro?uchon The VICE-PRESIDENT. Does the Senator from Utah ylel(l 
of this tax would break down one of the safeguards of the Constitution. to the Senator from Indiana? 
JIIr. A. really saw very little danger· to the Constitution from it. Mr. SU1.'HEllLAND. Certainly. 

No"·· the law, in terms, imposes a tax upon c~rriages kept Mr. BEVERIDGE. This might be pointed out, that whether 
for use by the owner or kept by the owner for h1re to others. Mr. Ames was right or wrong, he fortified his opinion by saying 
I am not quoting precisely the language, but that, in substance, that this was the way the tax was understood in Massachusetts, 
is the language. ~l'herefore it is not a tax directly upon the \Vhere it had been known for a long time, and he gave the.opin
property, but it is u tax, when reduced to the last analysis, ion of the State which had employed this method of taxation. 
upon the use, upon the consumption. It was not his opinion only, but the opinion of the people who 

Mr. BAILEY. Will the Senator from Utah permit an in- had used it. Is that correct? 
terruption? Mr. SUTHERLAND. That is correct. In addition to that, 

Mr. SUTHERLAND. Certainly. Mr. Hamilton, in a brief made in the Hylton case in regard to· 
Mr. BAILEY. I tl1ink when the Senator examines that stat- this very tax, called attention to the fact that in England this 

ute he will find that those are merely terms of description, and sort of tax was regarded as an excise tax, while in England, not· 
that the tax is upon the carriages described and not upon the at that time but later on, an income tax was regarded as a 
use. If I had any doubt about that, that doubt would be direct tax. 
solved to my mind by the circumstance that the man who kept 'l'he other question which is suggested here is, that Congress 
a carriage for his own use, though he might not use it in a has given a practical construction to this provision of the Con-
year, would pay precisely the same tax as a roan who kept a stitution. · 
carriage and used it every day. In other words, the owner of a J\Ir. BAILEY. Mr. President, will the Senator permit roe 
carriage who might be abroad or away from home at any given just there, before he goes furthe1·, to make a suggestion? 
place, and might not have used it once within the twelve The VICE-PRESIDENT. Does the Senator from Utah yield 
months, yet would be compelled to pay· the tax the same as to the Senator from Texas'? 
another owner who used his· carriage every day. That being llfr. SUTHERLAND. I do. 
true, it does not seem possible to conclude that the tax is on Mr. BAILEY. A final and a sufficient answer to Mr. Ames's 
the use instead of on the article, because in the cases I have explanation is, that when that very law reached the Supreme 
instanced it would not be used in one case, and it would be Court of the United States, although it was elaborately argued 
used daily in the other, and yet the tax ·would be still the and considered from every point of view, there was not a justice 
same. It seems to me that the terms of the statute are merely a there \Yho adopted the suggestion of l\Ir. Ames. Not one of 
descripti01i of the carriage. · · them construed the law as a tax upon the use of carriages. 

Mr. SUTHEHLAND. And so; l\Ir. President, if any individ- Judge Chafe, it is true, in arguing as to the character of the 
ual who would buy a bottle of whisky had self-control enol]gh tax, said it might be considered us a tax on expense, but the 

- not to make use of it for a year, he would pay in the price the court plainly indicated that they understood the difference be
excise tax precisely the same as if he had used it in a single day. tween a tax upon use or a tax upon occupation and a tax on the 

Mr. BAILEY. Therefore the excise tax is not on the use of property itself. All of the judges in that case treated it as a 
the whisky; it is on the whisky itself. The roan who sells it tax on the identical article of property as such, in so many 
pays an occupation tax, but the man who uses it pays no occu- terms, but in classifying it as to whether it would be an excise 
pation tax, and the only tax that he pays is on the article. The or a duty o1· a tax, whether direct or indirect, Judge Chase, 
Senator's illustrntion is unfortunate for his argument, it seems who delivered probably the most elaborate opinion in the case, 
to me. did describe it as falling within a tax on expense, and not on the 

llfr. SUTHEULAND. The tax is upon the consumable com- use of the carriage. 
modity. It is not upon it as a property, but it is upon it because Mr. SUTHERLAND. Two of the judges-Justice Chase, and 
it is an article of consumption. I have forgotten now whether the other was Paterson or 

llfr. BAILEY. Let us apply the Senator's own illustration. Iredell-agreed in the view that it was a tax upon expense, 
There is an excise occupation tax. Every man \Yho sells whisky and maintn.inable as such. They seem to imply-because they 
in thi:; Republic is required to obtain from the Ge!leral Go.-ern- quote fro.m Adam Smith upon thnt subject-that if it had been 
ment a license, and for that he pays, I believe, the sum of $25; a tax upon revenue, which is another name for income, applied 
but the sum is immaterial. Then, in addition to that, e.-ery lnan to income, they would not have sustained it, because they quoted 
who manufactures \Yhisky has to pay a tax on the article itself. from Adam Smith, who sharply distinguishes between a tax 
The one is an occupation tax, ]JUre and simple; that is, the upon revenue which he describes as a· direct tax. and a tax upon 
revenue license that is issued and paid for. 'l'he other is a tax expense, which is an indirect tax. · 
Ul)Oll the article. One is plainly an excise or an occupation tax, l\Ir. BAILEY. The Senator from Utah, who is usually very 
and the other is plainly a tax on the article itself. accurate, will find himself mistaken when he says that anybody 

llfr. S'GTHERLAND. What does the Senator from Texas else in that case expressed the opinion that this was a tax 
thin!;: l\Ir. Ames meant when l1C said, answering the objection of on expense. I tllink it was Justice Paterson who closed what 
l\Ir. Madison?- he called his "discourse "-rather a peculia1· way to describe· a 

The duty falls not on the possession, but tile use. judicial opinion, but a very proper way to describe some modern 
1\Ir. BAILEY. I think Mr. Ames was mistaken, just like I ones, I should say-he concluded his discourse, as he <lescrihes 

have heard other men in both Houses of Congress quite equal it, by that quotation from Adam Smith .. I do not sny llOSitively, 
to Mr. Ames explnin pending hills, with mistakes sometimes I for those matters ar~ not ':ery matenal and escape th~ most 
grosser than that. iUr. Ames did not satisfy l\Ir. l\fadison attentive of us, but st1ll I thmk the Senator from Utah Wlll find 
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upon reference to the case that Justice Chase was the only one 
who undertook to classify it as a tax upon expense. 

Mr. SUTHERLAND. Mr. President, I think the Senator 
from Texas, and not myself, is mistaken upon that matter. 
Justice Chase, in the course of bis opinion, uses tbis language: 

• • • It s~ms to me that a tax on expense is an indirect tax, 
and I think an annual tax on a carriage for the conveyance of persons 
is. of that kind, because a carriage is a consumable commodity, and such 
annual tax on it is on the expense of the owner. . 

Mr. Justice Paterson said-and he is the other j-udge whom I 
have in mind : 

The impossibility of taxing people In proportion to their revenue, by 
any capitation, seems to have given occasion to the invention -<>f ·taxes 
upon consumable commodities; the State, not knowing bow to tax di
rectly and proportionately-

He quotes from Adam Smith-
the revenue of its subjects, endeavors to tax it indirectly by taxing their 
expense, which it is supposed In most cases will be nearly in propor
tion to their revenue. Their e:>:pense is taxed by taxing the consumable 
commodities upon which it Is laid out. 

So both of the justices concur in the view that this is a tax 
upon expense. 

Mr. BAILEY. The justices did not concur in saying that 
the particular tax under consideration was a tax on the use of 
the carriage. Neither of them said that. Justice Chase did 
treat it as a tax on expense, but Justice Paterson simply was 
classifying it--

Mr. SUTHERLAND. But they both say that a carriage is 
a consumable thing; and that being so, the tax upon that con
sumable thing is a tax upon expense. How would they other
wise tax the use of a thing? 

Mr. BAILEY. Now let us rev-erse it Then, it can not be a 
tax on its use. 

1\fr. SUTHERLAND. 'Why? 
Mr. BAILEY. Because very plainly the tax on the use of a 

carriage would be from day to day a tax on something con
sumed-consumed at once, consumed in the use, and the single 
use of it, as food. A tax on that would be permissible, but it 
would not be a tax on the use of it. 

Mr. SUTHERLAND. The Senator will not insist that con
sumable commodities are only those which can be consumed at 
once? 

Mr. BAILEY. Oh, no. The Senator does. not contend any
thing of that kind. The Senator is only contending that a de
scription which includes them can not be accurate for the pur
pose which the Senator has in hand; in other words, a carriage 
is a consumable commodity, it is true, but the consumption 
might extend over a period of five or ten years. 

Mr. SUTHERLAND. How is it consumed'! By the use, of 
course. 

l\Ir. BAILEY. No; but by the wear and tear. A carriage 
will last longer when used every day than it will if stood up in 
a carriage house and not used at all. 

Mr. SUTHERLAND. Then it is not consumed. It wears 
itself out. · 

l\Ir. BAILEY. It wears and rusts. 
Mr. SUTHERLAND. We do not speak of anything which 

has been laid away and left alone and left to rust as having 
been consumed. by any person. 

l\fr. BAILI<JY. No; but it is consumed, and that kind of a 
carriage would ha.-e paid the tax under the act in question in 
the Hylton case precisely as would a carriage that had been 
used every day. Therefore the ta.'C could not have been on the 
use. but it was on the possession. 

llfr. SCTHERLAND. The Senator from Texas certainly 
wonlll not insist that an article of food which had been laid 
nwav and permitted to spoil had been consumed. Neither has 
n c:trriage that is laid away and permitted to wear out in that 
way be<:n consumed. 

l\Ir. BAILEY. The Senator from Utah confirms my argu-
ment. 

l\Ir. S"CTIIERI.AND. When we speak of a carriage having 
been consumed., or other things having been consumed, we mean 
they have been consumed by use. 

Mr. BAII~EY. '£he Senator confirms my argument, if he 
will permit me. Take the case of food tainted or diseased, and 
not used at all, and yet it is subject to a tax. You pay the 
tax just the same whether you throw it to the dogs or feed it to 
people. 

Mr. SUTHERLAND. But because--
l\Ir. ·BAILEY. Not because it may be used. Under my argu

ment that would be true; but under the Senator's argument it 
would be because it was used; in other words, the Senator says 
that carriage tax was on the use of tbe carriage, and I say it 
was on the possession of the carriage, because the tax was 
levied on a carriage possessed and not used, precisely as on a 
carriage possessed and used, and the terms of the statute are 

merely descriptive. They describe the carriage subject to the 
tax and not the use. 

1\Ir. SUTHERLAND. The Senator from Texas is always so 
plausible in what he says that I am never quite certain whether 
he has convinced my intellect or only stirred my emotions cut 
it seems to me that when the justices of the Supreme Court 
say that a carriage is a consumable thing, and that the tax is 
on the expense of the owner, it is not different when analyzed 
from their having said that it was a tax. upon the use of the 
carriage. I am unable to see the distinction; and either the 
Senator from Texas or myself is refining overmuch upon the 
question. I will not undertake to say which. · ' 

THE STATUTES IMPOSING DIRECT TAXES. 

Now I come to the second branch of. this question, the prac
tical construction of the constitutional provis(on. It is true as 
I have said, that by various acts of Congress which have been 
passed, beginning in 1796, up to and including 1864 or 186o, 
Congress has always levied these direct taxes upon lands; 
houses, and improvements. Therefore it is argued by the Sena
tor from Texas and others who agree with him that Congress 
by that in effect has said that it had no power to impose taxes 
upon anything else except those objects. I think I fairly state 
the proposition. That might lead to this conclusion, which· is,. 
of course, an extreme one: If Congress had not le>ied a direct 
tax at aU according to that sort of reasoning it would be a 
construction upon the part of Congress that it had no power to 
levy a direct tax upon any article. Certainly that conclusion 
can not be justly arriYed at. I submit when we come to con
sider the history surrounding the adoption of this first law
mid all the other laws were founded upon it-it is founu be
yond question that Congress confined its direct taxes to this 
class of property because it recognized that it was expedient to 
do so, not because it recognized that it had no power to do 
otherwise. On April 1, 1796, the House having under consid
eration a resolution calling on the Secretary of the Treasury to 
formulate a sy&1:em for direct taxation, Mr. Williams, after e.."\:
pressing his wish to see a plan brought forth by the Secretary, 
although such tax should be resorted to only in time of war or 
necessity, said: 

If the tax be indirect, it will be optional with them-

And the ·context shows that he was speaking of the farmers---, 
whether they pay it or not, in times of scarcity, and when their crops 
return they will purchase a larger quantity, and by that means pay 
a double· tax. 

His opinion clearly was that an indirect tax is one imposed 
upon consumption. He proceeds: 

Indirect taxes are paid. at the option of the consumer, and those 
taxes operate as a spur to industry, as well as an encouragement to 
their own manufactories. 

Mr. Gallatin, during the course of the debate upon this reso
lution, said: 

By the present resolution the Secretary of the Treasury is ordered 
to make out such a. plan of direct taxation as shall be agreeable to 
the laws of the did'erent States. · 

Let me stop there to say that this resolution which was intro· 
duced and afterwards passed called upon the Secretary of the 
Treasury to present a plan for imposing direct taxes agreeable 
to the laws of the different States. If Congress had been fol
lowing the dictum in the Hylton case, a direct tax would have 
been limited to lands, and they would not have submitted to 
llfr. Gallatin a request to formulate a plan for putting taxes 
upon the objects which were taxed in the Yarious States. They 
would have simply followed that dictum and themselves at 
once imposed taxes upon the articles which had been mentioned 
by the Supreme Court. 

1\Ir. Gallatin pointed out that the proper objects of direct 
taxation, in his opinion, were visible, and especially-not alone, 
but especially-real property; that he thought the _only way to 
tax inYisible property was in an indirect way, because of the 
impossibility of valuing it; and yet his argument concedes tllat 
even invisible property may be taxed in a direct way. 

Yet in the Eastern States
He goes on to say-
Yet in the Eastern States they taxed in a direct way real and per

sonal, visible and Invisible, known or supposed property, and it was a 
question with him whether that was not the chief cause of the prejudices 
which existed against direct ta.··mtion in those States. 

Mr. Gallatin thought it would be better if the committee had 
reported-! call your attention to this-for a tax on houses ancl 
land, which might be raised without difficulty, instead of the 
p1·esent plan to be applied to the, laws of the different States 
and to embrace the defects of all. . 

Tha.t was nearly two years after the decision in the Hl'lton 
case. Had it been understood that the dictum in the Hylton 
case to the effect that direct taxes should be confined to land 
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taxes was controlling, would not Mr. Gallatin or somebody 
have said, "Gentlemen, there is no use considering this ques
tion; the Supreme Court has decided that the tax must be 
confineu to laud." But, instead of doing that, Mr. Gallatin said 
that he was sorry tllat the committee had not reported for a tax 
on houses and lands, which might be raised without difficulty, 
instead of the present plan. If he believed that the Hylton 
case was controlling, would he not have said that the com
mittee should have reported for that plan, not because it was 
the convenient one, but because the Supreme Court of the 
United States had decided that it was the only one? 

Mr. BORAH. Mr. President--
The VICE-PRESIDENT. Does the Senator from Utah yield 

to the Senator from Idaho? 
Mr. SUTHERLAND. Certainly. 
l'lfr. BORAH. The. Senator from Utah, of course, will · re

meniber that Mr. Gallatin was one of the men who insisted 
that the difference between direct and indirect taxation was 
the distinction which was made by Adam Smith, that it could 
be shifted. 

Mr. SUTHERLAND. Yes; I will come to that in a moment. 
Mr. BORAH. 'l'he Senator from Utah knows that the 

Supreme Court has rejected that doctrine. 
Mr. SU'rHERLAND. I am not so certain about that. When 

I come to discuss the decision of the Supreme Court, I am not 
at all certain that I shall agree with the Senator upon that 
proposition. · 
· The resolution was finally adopted to repo1't a-
Plan for laying and collecting direct taxes, by apportionment among 

the several States, agreeably to the rule prescribed by the Constitu
tion, adapting the same--

Now mark this-
as nearly as may be to such objects of direct taxation and such modes 
of collection as may appear, by the laws and practices of the States, 
respectively, to be most eligible in each. 

The oi:iginal draft of the resolution left out the words " as 
nearly as may be," so that it read that it should be "adapted 
to such objects of direct taxation as were most eligible in each 
State." · 

But it was recognized, as the debates show, that perhaps 
that was unwisely tying the Secretary of the Treasury to a 
hard aud fast rule and that he should be given some leeway, 
and so the words "as nearly as may be" were inserted, leaving 
him to select from these various objects some of them if he 
saw fit. 

On December 14, 1796, the Secretary of the Treasury, l\Ir. 
Oliver Wolcott, jr., transmitted, in response to this resolution, 
a most elaborate report. He first discusses the revenue neces
sary to be raised, and he suggests that a direct tax amounting 
to $1,484,000 shall be imposed. Then he proceeds to give the 
amount which shall be apportioned to each State in detail. 
Then he takes up and reviews at great length the taxing laws 
of the various States and quotes, not in precise terms, but in 
substance, all the. various state laws with respect to the subject 
of taxation and the modes of taxation. A review of tllese vari
ous laws shows that the systems in force in the various States 
were utferly different both as regards the objects of taxation 
and the methods of imposing the tax. 

Mr. BORAH. l\fr. President--
The VICE-PRESIDENT._ Does the Senatot· from Utah yield 

further to the Senator from Idaho? 
Mr. f:)UTHERLAND. Yes. 
Mr. BORAH. Before the Senator from Utah leaves that 

subject, do I understand the Senator contends that Congress 
did !evy direct taxes on oth~r property than that of land? 

Mt·. SUTHERLAND. I do not. I have already said that 
Congress, in all of these laws which have been passed upon that 
subject, has confined indirect taxes to lands and buildings and 
the improvements upon land. · 
· Mr. BORAH. Then, whatever the argument of l\Ir. Gallatin 

and those other men might have been individually, Congress 
accepted what tile Senator calls "the dictum in the Hylton 
case." 

Mr. SUTHERLAND. No; the Senator misconceives entirely 
.what I ha>e said. What I say is that Congress did not follow 
the Hylton case at all, tile dictum of which was that Congress 
had no power to levy any other direct tax except upon lands and 
ho_uses and :improvei?ents. Congress expressly recognized by 
this resolutiOn that It had the power to impose direct taxes 
~pon all·the things that were taxed in the various States, and 
1t requested the Secretary of the Treasury to report a plan of 
direct taxation which should be, in the language of the resolu
t_ion, "adapted as nearly as may be to such objects of direct 
-t;axation as are most eligible in the various States," recogniz-

Mr. BORAH. Mr. President--
Mr. SU'l'HERLAND. If the Senator will pardon me-clearly 

recognizing the power to impose direct taxes upon other objects, 
but, as I shall show the Senator in a moment, the Secretary of 
the Treasury reported that it was inexpedient to impose direct 
taxes upon any other objects except land, and pointed out the 
reasons why the Congress, as a matter of expediency, and not 
as a matter of power, should impose the taxes upon laud. 

Mr. BORAH. But the fact remains that, whether the Con
gress considered it expeuient or not, Congress never exercised 
the power contrary to the dictum, as the Senator calls it, tn· 
the Hylton case. 

l\Ir. SUTHERLAND. I have already said so. 
llfr. BORAH. And never has in its history? 
Mr. SUTHERLAND. Never. has ih its history. 
llfr. BORAH. So expediency has become almost synonymous 

with power. · . 
llfr. SUTHERLAND. It has been recognized that the opinion 

of the first Congress regarding the inexpediency of levying a 
tax upon any other articles was sound; and it has been fol
lowed. That is all. Now, let me call attention very briefly to 
the various things which were. the subject of taxation in the 
States, as shown by this very elaborate report which I have 
upon my desk. First, there were capitation taxes, which were 
imposed in Vermont, New Hampshire, Massachusetts, Rhode 
Island, Cennecticut, North Carolina, and Georgia. Second, taxes 
on horses and cattle, with certain exceptions, in Vermont, New. 
Hampshire, Massachusetts, Connecticut, New Jersey, Pennsyl
vania, and Kentucky. In Virginia horses alone were taxed. 
All. the stock of farms was included in Rhode Island, N,ew 
York, Delaware, and Maryland. In all the other States no 
part of the stock on farms was subject to taxation. Third, 
taxes were imposed on the mass of real and personal property, 
with certain exceptions, in Rhode Island, New York, Delaware, 
and Maryland. In the other States specific objects were desig
nated. Fourth, land was taxed in all the States except Ver-· 
mont and Delaware. 

I call especial attention to the fact that Iimds in all the States 
except Vermont and Delaware-and it was pointed out that in 
the case of the latter State they were about to adopt a tax 
upon lands, leaving only Vermont out-that lands were taxed 
in all the States, with this exception, and that they were taxed 
in a variety of ways in the different States. In Massachusetts 
and New Hampshire they were taxed according to the produce 
or supposed annual rent or profit. Fifth, stock employed in 
trade and manufactures, and money loaned ·were taxed in some 
States, but not in all. Sixth, assessments at discretion on sup
posed property or income of individuals were permitted in 
various degrees, and under different modifications, in some 
States. In Delaware, for example, the tax is imposed upon the 
estimated annual income, without reference to specific objects. 

The Secretary of the Treasury then proceeded to lay down 
the plans which may be considered, as follows: 

First. Declaring quotas of different States, fixing time for 
payment, and prescribing in case of delinquency assessment and 
collection upon the same objects of taxation and under the same 
rules by which the last taxes are assessed and collected by the 
respective States. 

He dismisses that plan at once, because he points out that 
that simply undertakes to put in operation the plan of requi
sitions which had been an utter failure under the Confederation. 
The second plan was: Assessment and collection under author
ity (){ the United States upon the same objects and under the 
rules by which taxes were collected in the respective States. 

The third plan was: Defining certain objects of taxation and 
principles of assessment, according to which taxes should be as
sessed, to be collected under uniform regulations. 

These two propositions he considers at length. Let us in
quire, then, for a moment, what they are. First, a plan which 
will impose the taxes upon all the various objects which are 
taxed in the various States of the Union, which, as I have 
already shown, includes land, houses, the improvements of real 
estate, horses, cattle, the mass of personal property, and incomes, 
resulting from whate\·er source they may. That is the first 
plan which he proposed. Next, he proposed a plan which 
would collect out of these various things which were the sub
ject of taxation in the States some articles which are most 
eligible for taxation, not imposing the tax upon all the articles, 
but upon some of them. He said: 

It appears from the account already given of the fiscal systems ot 
the several States that in many instances they have been long estab
lished; tbat in general they are well approved by the people; that habit 
has rendered nn acquiescence under the rules they impose familiar. A 
presumption in favor of their intrinsic merit arises from their having 
been enacted by legislatures possessed of a minute and particular knowl
edge of the circumstances and interests of the respective States; and It 
may be conceded that so far as the principles of the st.atc systems can 
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with propriety be. adopted by Congress, the hazards of new experiments 
~~gld~~~ delays .mcident to the organization of a new plan will be 

He then proceeded to point out objections to this method 
w~ich arise from the variety and the lack of harmony in the 
obJects taxed by the various States. He says: 

If an article is taxed in one State and is entirely exempted or differ· 
ently taxed in another State, the action of the tax upon the same sub
Ject mu~t be. ditrerent .In these different situations; in the State in which 
the art1c!e 1s taxed 1t must suffer not only from the new and disad
v~ntageous relation in w4ich it will be placed in respect to other 
branches. o~ industry, but .It must also suffer from competitions of in
dustry Similarly employed m other States. 

After discussing that phase of it most exhaustively, he con-
·cludes: · . 

'!'he S~cretary presumes that it has been evinced that there are 
w;1ghty, 1f not in_superabJe, objections against an adoption of the state 
S)stems by the United States; the more difficult task of proposing a 
plan not attended with d.itlicultles of equal or greater magnitude remains 
to be attempted. To tb1s end, a review of the. principal taxes collected 
in the several States appears to be necessary. 

Then he goes on and reviews the various objects of taxation 
and among them he points out capitation taxes, taxes on stock 
and produce of farms, taxes on stock employed in trade and 
rnanu~actures, and ~oney loaned at interest, taxes on profits 
res~1ltmg ft·om certam employments, and taxes on land, as to 
winch he observes: 
· A direct tax, in the sense of the Constitution must necessarily 
Include a tax on lands ; it therefore only remains 'to determine on a 
mode of asse~smen~. of which the principles shall be, as nearly as 
poss1ble, certam, umform, and equal. 

He then goes over the various methods of imposing the tax 
upon land in the various States. He dismisses a tax on quanti
til!s as being manifestly unequal. He says that in some States 
taxes are imposed proportionate to the annual income or rent 
but he thinks this does not afford as correct a standard a~ 
taxes p~·oportioned to value; that is, the amount for which 
lands w1ll sell. 

And he concludes, finally, his review of the subject, as follows: 
It does not appear expedient that the proposed direct tax should be 

ext~nded to any other objects than. have been mentioned. These are 
as follows: 

First .. I:an~s which it is proposed should be taxed ad valorem, but 
under lim1t~twns, to be prescribed by _law, in respect to the estimated 
value of umnclosed and ~1mmproved lands, in districts to be defined. 

Second. Houses exceedmg !n value those most generally occupied by 
farm?l'S. an<~ labore.rs; which ar~ proposed to be distributed, in each of 
th~ States,,mto three classes, With reference to their value; to be taxed 
umfo~·mly m eacl! class, at specific rates, to be prescribed by law. 

.Thud. Slaves m general, or of such descriptions as shall be deter
mmed by law, to be taxed at one uniform rate. 

'l'he plan, which ~'as suggested by the Secretary, was ac
cepted by the CornnntteP. on \Yays and Means, and that com
mittee reported a resolution substantially approYing the plan. 

Let me pause for a moment to call attention to the signifi
c:mce of this situation. The Hylton case had been decided. Un
doubtedly the Congress was familiar with that case. But in
stead of following its dictum on the subject of what constitutes 
a direct tax as a matter of course, when they carne to consider 
th? question <if ~ormulating a plan for direct taxation they sub
nntted the questiOn to the Secretary of the Treasury, who was to 
report a plan of direc~ ta~ation adapted as nearly as might be 
to the obJects of taxatwn m the various States. 

If there can be a clearer repudiation of the dictum of the 
Supreme Court in the Hylton case, I am unable to see it In
stead. of following it, they repudiated it. Instead of acc~pting 
the drcturn of the Supreme Court, they set it aside and called 
upon the Secretary of the Treasury to report to them not 't 
plan in accordance 'Yith th~t laid .down by the Suprem~ Court, 
but a plan of taxatiOn entn·ely drfferent from that laid down 
in the dictum of the Supreme Court. 

Speaking of this plan in the Congress, Mr. Harper in dis
cussing the advisability of direct or indirect taxes, said: 

The whole question was: Which way will be the most convenient to 
draw the sum wanteu_ from them-

Meaning as between direct taxes and indirect taxes-
;;;~{~;~~'? by a circuitous or Indirect mode or by a direct and positive 

llfr. Henderson, a llfernber of the House, speaking against di
rect taxation, said : 

The drawing of revenue by coercion from our citizens appears to me 
one of the most delicate and difficult subjects that Govemment can 
engage ln. 

llfr. Varnum discussed the comparative advantages of direct 
and .indirect taxation, saying that he thought additional sums 
ne~ded .ought to be raised by duties on imposts and excises, 
tlus bemg a methocl of taxation with which they were ac
quainted and wll.icll experience ll.ad taught them the operation 
of under this Government. He then proceeded: 

But such. Is the variegated interest of the United States and such 
their dlvers1fied method of levying and collecting direct taxes, that no 

uniform system of direct taxation can be devised which wllJ apply to 
the custom of any two of the States; and unless you adopt the rules 
of .some one of the States, ~·our system will be diverse from any one 
~h1cb has ever been practiced upon in any part of this Union. But 
1f you adopt the method which bas been prescribed by any one of the 
state .governments, and which may probably be very properly adopted 
to sur t the circumstances and conciliate the feelings of the people of 
such State, even in that case you will have the prevailing opinion of 
the people 1'.' 15 :>tat~s out of 16 directly opposeu to your system. 
And this opmlon having been acquired from long experience of the 
operation of direct taxes (which most of the States have of necessltv 
constant resort to for the support of their state governments and for 
discharging the debts contracted In the late war with Great Britain), 
and which, beln~ founded on social circumstances, habits, and attach
ments, are very hard to be eradicated, will very much retard the opera-
tion of the system, it not render lt entirely Impracticable.. · 

He then discusses the Secretary's report and the three modes 
therein set forth. He differs with the Secretary respecting his 
conclusion that the third mode is preferable, because it destroys 
the equality of taxation and saddles the farmers with an undue 
burden. He says : 

And shall a system of direct taxation be adopted under the G.'.vern
ment, which the people have formed upon the principle of equal liberty, 
which will oblige the industrious farmer to pay a land tax and a tax 
on his building-which in most instances includes nineteen-twentieths 
of his property-and all the money holders, holders of all otber kinds 
of property, and those who, from profession or emolument derived from 
the operation of our Government, are living In amuence be exonerated 
from any part of the burden, except a small pittance tor the houses 
they live In? * • • .. 

* * • If a direct tax should ever become necessary under this 
Government, I hope it will embrace all the objects of taxation which 
ha>e been designated by the particular state governments; and notwith
standing the ingenious reasonings in the Secretary's report against the 
practicability of the second mode therein stated, I am unable to figure 
to myself any possible inconvenience which would arise from it on the 
ground of the objections. And why that system was not adhered to In 
the report I am at a loss to know, for the resolve directing the report 
to be made contemplated no other. 

.All the way through these debates, which I shan not attempt 
to quote from further, it clearly appears that. the differences 
of opinion were not upon the question of power, but only regard
ing the question of expediency. There was absolutely no ques
tion raised in the debates, from one end to the other, as to the 
power of Congress to impose direct taxes upon any of these 
various objects. 

Mr. SMITH of Michigan. Mr. President--
'l'be VICE-PRESIDENT. Does the Senator from Utah yield 

to the Sen a tor from Michigan? ' 
Mr. SU'l'HERLAND. I do. 
Mr. SMITH of Michigan. I have been very much interested 

in the quotations from the contemporaneous debates in connec
tion with the report of Secretary Wolcott. I was rather im
pressed the other day, when the Senator from Texas [Mr. 
BAILEY] was speaking, with the idea that he dismissed that 
·matter as having no special bearing upon the situation, because 
of the liberality and freedom with which we introduce resolu
tions. I should like to ask the Senator from Utah whether he 
has reached any conclusion as to the deliberation with which 
that was done in those times as compared with the present? It 
seems to me it was in a formative situation; and, being in that 
situation, that Congress called for information and adYice and 
plans with greater care and solemnity than we do now; and that 
its action in this respect can not be dismissed with a mere wave 
of the band as a practice to which no weight should be attached. 

Mr. SUTHERLAND. I think the Senator from Michigan is 
quite correct about that; and in addition to what he suggests, 
this may be also considered: The early Congresses were not 
confronted and embarrassed by the great multiplicity of things 
with which the modern Congress has to deal. Because of the 
very fact that there were few questions presented to them, 
they could consider them with greater deliberation. Here is 
the Congress of this day haying literally thousands of bills in· 
trocluced at every session-literally hundreds of different qu~s· 
tions coming up. It is perfectly manifest that we can not give 
the various questions as much care, as much deliberation as the 
early Congresses were able to give them, and history bears out 
that statement. 

But the debates themselves show that this question was con
sidered day after day. One Member would speak upon one side 
of the question of expediency; another on the other side of the 
question of expediency. But always it was the question of 
expediency as to whether this tax should be confined to land, 
and never the question as to the power to do it. Nev<:'r was 
there a suggestion made, when that law was being discussed, 
that the power of Congress in imposing direct taxes under the 
Constitution was limited to land, houses, and improvements. 
But there was a concession and a claim, running through all 
tll.ese debates, that the power of Congress reached to all the 
various objects of taxation; and it was simply a question of 
expediency as to whether it should be confined to some of therru 
and, if to some of them, to which? -tii.T 

/ 
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Senators say here that the Congress was following the Hylton 

case, which was dec:ideu two years previousl~y. Senators may 
search in vain the uelmtes upon this very tax law to find a 
single reference to the Hylton case. The Hylton case was left 
entirely out of consideration. Nobody in the Congress paid the 
slightest attention to it. 'l'he whole debate was upon the report 
of the Secretary of the Treasury. 

I will simply say, with reference to these subsequent statutes, 
that the questions were not debated. In view of the fact that 
they had been thrashed out as fully and completely as they were 
in the First Congress, which adopted the law, subsequent Con
gresses simply followed its action without question. 

JHr. BORAH. Mr. President--
The VICE-PRESIDENT. Does the Senator from Utah yield 

to ·the junior Senator from Idaho 1 · 
Mr. SUTHERLAND. Certainly. 
Mr. BORAH. Does the Senator from Utah mean to say that 

the subject was not aga.in debated by Congress? There was au 
extensive and prolonged debate in 1813 in which it was dis
cussed in detail. 
· Mr. SUTHERLAND. Upon what question? 
Mr. BORAH. Upon the question of the advisability of levi-

ing a direct tax. · · 
Mr. SUTHERLAND. If I said that was not debated, I was 

in error. It was debated; but what I mean to say is that Con
gress never debated the question of the power to impose the tax. 
,What they were debating was the question of the expediency 
of imposing it. The subsequent Congresses simply followed the 
pathway wllich had been marked out by the First Congress upon 
that subject. 

Mr. BORAH. Mr. President, one of the great arguments 
against this tax law has always been that the direct tax was 
not contemplated to cover anything but land, because it was 
inexpedient to levy it upon anything else. 

Mr. SUTHERLAND. That may be true, but I fail to see how 
that detracts in any manner from the suggestions that I have 
made. . 

Mr. BORAH. It detracts in this way--
Mr. SUTHERLAND. If the Senator will permit me, the 

claim of the Senator seems to be that because the First Con
gress passed laws confining its direct taxes to lands and im
provements, that is a concession that Congress has no power to 
impose them upon anything else. That is the argument of the 
Senator. 

Mr. BORAH. Mr. President--
'l'he PRESIDING OFFICER (Mr.C;u:MMINS in the chair). Does 

the Senator from Utah further yield to the Senator from Idaho? 
Mr. SUTHERLAND. Certainly. 
Mr. BORAH. Was not this law, confining this tax to lands, 

enacted at a time when Congress was searching everywhere for 
something to tax? As said by Justice White, in his dissenting 
opinion, it is rather remarkable that at a time when Congress 
was searching for things upon which to lay a direct tax, it 
nevertheless confined its operations to lands under those circum
stances. It is just as strong an argument, it seems to me, in 
faYor of the ·proposition that Congress understood they could 
not go further than lands in laying a direct tax. 

1\Ir. SUTHERLAND. It seems to me that that argument 
fails of its weight when we come to consider the fact that the 
Members of Congress, dealing with the subject over and oYer 
again, asserted that they had the power to impose direct taxes 
upon all the objects of taxation in the various States, but argued 
the question only as a matter of expediency. 

'J:IlE DECIDED CASES. 

So much for that. The final and last phase of the matter 
that I desire to discuss is the decisions of the Supreme Court 
upan tllis question. Prior to the Pollock case, fiye cases were 
decided by the Supreme Court which are relied upon here and 
elsewhere as establishing the rule that a direct tax within the 
meaning of the Constitution includes only a capitation and land 
tax. Those cases are Hylton v. United States (3 Dull., 171), 
Pacific Insurance Company v. Soule (7 Wall., 433), Veazie Bank 
v. Fenno (8 Wall., 533), Scholey v. new (23 Wall., 331), and 
Springer v. United States (102 U. S., 586). 

I haye read those cases, every one of them, not only once, 
but some of them several times, \Yith great care, and I think 
e~ery one of them, with the exception of the Springer case, 
can be clearly reconciled with the majority decision in the 
Pollock case; and inasmuch as the Hylton case is the foundation 
for the decision of the Supreme Court in eYery one. of the cases 
which followed, I think a somewhat careful analysis of that 
cal:'e shoul(l be made first, because if that case, which was the 
foundation case upon which tlle other. cases rest, is incorrect, 
they all fall. If you Pl.\.t in a foundation which is insecure, it . 

makes no difference llow high the superstructure may be. 
When you tear out the foundation, the superstructure comes 
with it. And if the Hylton case is bad law, necessarily the 
cases which follow it and depend upon it must be equally bad. 
When I say the cases whicl.J. follow, I mean the dictum in the 
various cases upon the subject of direct taxation. 

There were tllree opiuions delivered in the Hylton case, seri-
atim, by Justices Chase, Paterson, and Iredell. . 

Justice Chase, after discussing the question of taxation under 
the Constitution generally, says: · · , 

The Constitution evidently contemplated no taxes as direct taxes, but 
only such as Congress could lay in proportion to the census. The rule 
of apportionment is only to be adopted In such cases where It can rea
sonably apply ; and the subject taxed must ever determine the applica
tion of the rule. It it is proposed to tax any specific article by the 
rule of apportionment, and it would evidently create l)reat inequality 
and injustice, it is unreasonable to say that the Constttution intended 
such t<W .should 'be laid by that rule. · 

It appears to me that a tax on carriages can not be laid by the 
rule of apportionment without very great Inequality and Injustice. For 
example: Suppose two States, equal in census, to pay $80,000 each, by 
a tax on carriages of $8 on every carriage, and in one State there are 
100 carriages and in the other 1,000. 'l'he owners ot carriages In one 
State would pay ten times the tax of owners in the other. A in one 
State would pay for his carriage $8, but B In the other State would 
pay for his carriage $80. . · · 

Then he goes on to say: 
It seems to me that a tax on expense is on an indirect tax; and I 

think an annual tax on a carriage for the conveyance of persons is of 
that kind, because a carriage is a consumable commodity and such 
annual tax on it is on the expense of the owner. 

I am inclined to think-
Notice the caution with which he uses the expression-
! am inclined to think, but of this I do not give a judicial opinion, 

that the direct taxes contemplated by the Constitution are only two, 
to wit, a capitation or poll tax, simply, without regard to property, 
profession, or any other circumstance, and a tax on land. 

How under heaven can an expression of that kind be tor
tured into a decision that the only direct tax under the Con
stitution is a tax on land? Does a judge who undertakes to 
decide a question say, "I am inclined to think, but of this I 
do not give a judicial opinion? " Is such an opinion binding 
authority? It is the purest kind of dictum, and it does not 
rise to the dignity of dictum ordinarily, because when a judge 
ordinarily uses the expression, he uses it positively. 

Mr. Justice Paterson, discussing the question, said: 
I never entertained a doubt that the principal-

Here is another opinion which is said to be the foundation 
for the decision that direct taxes are confined to land-

I never entertained a doubt that the principal, I will not say the 
only, objects that the framers of tlie Constitution contemplated, as 
falling within the rule of apportionment, were a capitation tax and a 
tax on land. 

He does not say positively that in his opinion these are the 
only direct taxes, but only that in his opinion those are the 
principal ones. Then he goes on and -discusses the inability 
to apportion in somewhat the same way that Mr. Justice Chase 
has done. Then he proceeds: 

How would it work? In some States there are many carriages, and 
In others but few. Shall the whole sum fall on one or two individuals 
in a State who may happen to own and possess carriages? 'J'he thing 
would be absurd and inequitable. • * • Ali taxes on expenses or 
consumption are indirect taxes; a tax on carriages is of this !rind, and 
of course is not a direct tax. Indirect taxes are circuitous modes of 
reaching the revenue of individuals, who generally live according to 
their income. 

He then says he will close his "discourse."-he does not call 
it an opinion or decision-by re!ldlng a passage or two from 
Smith's Wealth of Nations. Let me read one quotation: 

The impossibility of taxing people in proportion to their revenue, by 
any capitation, seems to have given occasion to the invention of taxes 
upon consumable commodities; the State, not knowing how to tax 
directly and proportion~bly the revenue of its subjects, endeavors to 
tax it indirectly by taxing their expense, which it is supposed, in most 
cases, will be nearly in proportion to their revenue. Their expense is 
taxed by taking tile consumable commodities ol'POU which it is laid out. 

Clearly, in the opinion of Adnm Smith, which the Supreme 
Court in this earliest case cited with npproTal, a direct· tnx is 
upon the reyenue of the taxpayer, while au indirect tax is a tax 
upon his expense; and yet the Senator from Texas [:.\Ir. 
BAILEY] the other day in his remarks said that a tax on ex
pense was not distinguishable from a tax on income. Here we 
have the Supreme Court asserting and quoting Adam Smith as 
saying that there is tbe greatest difference bet1reen a tax upon 
revenue, which is income, and a tax upon expense. 

Justice Iredell, on the question of the difficulty of apportion
ment, discusses the subject in somewhat the Eame wny, and says: 

As all direct taxes must be apportioned, it Is evident that the Con
stitution contemplated none as direct, but such as could be apportioned. 
If this can not be apportioned it is, therefore, not a direct tax, in the 
sense of the Constitution . 
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He then, by an illustration, points out the difficulty of appor
tioning the carriage tax. He further says: 

Perhaps a direct tax, in the sense of the Constitution, can mean 
nothing but a tax on something inseparably annexed to the soil-some
thing capable of apportionment under all such circumstances. A. land 
or a poll tax may be considered of this description. 

But nowhere in that decision, from beginning to end, is it as
serted in positive terms that, in the opinion of the Supreme 
Court, the only kind of direct taxes are taxes upon laud. " Per
haps it may be," says one; "I am inclined to think," says an
other; " the principal direct taxes are taxes upon land," says 
another. And yet Senators assert and the Supreme Court has 
asserted that this case was authority for the proposition that 
direct taxes should be confinell in this manner. 

Mr. BORAH. Mr. President--
The PHESIDING OFFICER. Does the Senator from -Utah 

yield to the Senator from Idaho? 
llfr. SUTHERLAND. I do. 
Mr. BORAH. The Senator will concede, I presume, that they 

did hold that a tax upon personal property was not a direct tax. 
Mr. SUTHERLAND. I do not concede that; I concede that 

they held that a tax upon the use of personal property was not 
a direct tax. 

Mr. BORAH. The tax in this case was laid upon the car
riages, regardless of use. 

Mr. SUTHERLAND. Let me ask the Senator from Idaho 
the same question I asked the Senator from Texas. What did 
Mr. Ames mean by saying that this was not a tax· upon prop
erty; but a tax upon use? 

Mr. BORAH. 1\Ir. Who? 
Mr. SUTHERLAND. Mr. Ames, in the debate upon the car

riage bill, and he spoke for those who voted in favor of the 
carriage bill. 

Mr. BORAH. That is digressing from the subject which I am 
.discussing. That is what the court decided under the statutes 
as finally enacted, because the tax was upon carriages, whether 
used at all or not, and the court sustained the tax. 

Mr. SUTHERLAND. No; what the Supreme Court decided 
in thatcase was this, and I quote its language: 

A~l tax~s on e~penses or consumption are indirect taxes; a tax on 
carnages 1s. of _th1s kmd, and, of course, is not a direct tax. Indirect 
taxes are c1rcmtous modes of reaching the revenue of individuals who 
generally live according to their income. 

It was clearly within the understanding of the members of 
the Supreme Court that this was a tax upon expense, and not 
upon property. 

Mr. BORAH. It is not very material what we call it, but I 
presume the Senator from Utah will concede that under that 
definition we might call any kind of a tax on income a tax upon 
an expense. 

Mr. SUTHERLAJ\'D. A tax upon incomes is not a tax upon 
expense. A tax upon income is a tax upon revenue, which the 
Supreme Court in that case, quoting with approval Adam Smith. 
says is a direct-tax. 'l'hey distinguish and phlce in sharp contrast 
with one another a tax upon revenue and a tax upon expense. 

Certainly the Senator will not contend that an income is not 
revenue. 

Now, taldng these various opinions together, the result shows 
that Justice Chase's opinion is based on three propositions: 

First, that the Constitution contemplates no taxes as direct 
except such as can be fairly apportioned. 

Second, that in his opinion the only direct tax contemplated 
by the Constitution is a capitation and a tax on land. 

Third, that the carriage tax is a tax on expense. 
Justice Paterson proceeds upon the same grounds, while 

Justice Iredell bases his decision upon two propositions ouly: 
First, the difficulfy of apportionment. 
Second, tllat perhaps the only direct taxes contemplated were 

capitation and land taxes. 
Let us take these t":o propositions: First, that a direct tax is 

only a tax upon land, and, second, that a direct tax within the 
meaning of the Constitution is only a tax which can be fairly 
aprortioned. 

I put an illustration to the Senator from Idaho the other dav 
when he was addressing the Senate which I think shows that 
these two propositions of the judges can not possibly stand to
gether, that they are mutually destructive because they say, 
first, that a land tax is a c1i!·ect tax, that a tax upon houses and 
a tax upon improYements on land is a direct tax, and then they 
say that only snell taxes as can be fairly apportioned among 
the States are direct taxes. 

Now, I submit that these two propositions can not possibly 
stand together. Let me repeat the illustration which I gave the 
Senator from Idaho the other day. A tax, according to this 

test, is one which can be fairly apportioned. Suppose a tax is 
imposed by Congress upon all buildings in the United States 
over 12 stories in height, or suppose that a tax is imposed upon 
all buildings ~n the United States over the >alue of $5,000,000 
each. Accordmg to the first test that is a direct tax because 
it is a land tax; but according to the second test it is not a 
direct tax because it can not be fairly apportioned. One or the 
other of these rules must fall. 

M:r. BORAH. Does the Supreme Court anywhere say that 
only such taxes as can be apportioned are direct taxes? · 

l\fr. SUTHERLAND. The Supreme Court has repeatedly 
called attention to the fact that Congress has passed Jaws 
imposing direct taxes upon land and buildings and houses and 
those laws are valid. Does the Senator think a tax upon' land 
is a direct tax, or does he think that sometimes it is and some
times it is not? 

Mr. BORAH. I think a tax upon land is a direct tax, but I 
maintain that the Supreme Court has not anywhere laid down 
the rule on which the Senator is now testing its decision. 

Mr. SUTHEHLAND. Mr. Justice Chase says in his opinion 
he is inclined to think the direct taxes contemplated by the 
Constitution were only two, to wit, capitation or poll taxes and 
taxes on land. Justice Paterson agrees with him. Justice 
Iredell agrees with Justice Paterson. All three of them agree 
that a tax on land is a direct tax. 

Now, suppose the case I have given by way of illustrntion, 
a tax imposed upon all buildings of this description. It is 
perfectly apparent that such a tax could not be as fairly appor
tioned as a tax on carriages, because in many of the States of 
the Union there are no such buildings as that at all, and it is 
only in a few States that there are many such buildings. 

Mr. S~HTH of Michigan. And there would be less if this 
rule prevailed. 

Mr. SUTHERLAND. Yes; the number would be very much 
less if this rule prevailed . 

So it seems to me these two propositions have destroyed one 
another and we must come to the conclusion that either the 
difficulty of apportioning the tax is no test of its being direct 
or that its being a land tax is no test of. its being direct. 

Mr. BORAH. I will not interrupt the Senator again, because 
I know he wants to get through, but I wish to repeat, so that it 
will hot be misunderstood, that the Supreme Court do not any
where lay down the rule, in my opinion, by which the Senator is 
now testing their de(Oision. They ha 1e simply suggested the ques
tion of apportionment as an argument against it, but they have not 
sa4.d that only such taxes as· can be apportioned are direct taxes. 

1\Ir. SUTHERLAND. I do not know how the Senator can 
spell anything else out of their language. I will not undertake 
to go over it again. This rule of ariportionment would destroy 
a tax upon land itf;elf. Suppose it was imposed according to 
the value of the land? Here are two States of equal popula
tion, one of them ha >ing only one-tenth of the value of land 
that the other has. It is manifest that in that case the taxes 
could not be fairly apportioned, because for every dollar that 
was paid in the one State $10 would be paid in the other upon 
the same valuation. Or, if a tax were imposed upon the quan
tity of land in two States with an equal population, one having 
one-tenth of the area of the other, it is manifest that a direct 
tax imposed under such circumstances would be paid by an 
assessment upon a citizen in one State ten times as high as in 
the other State. The final result of adopting the test which the 
Supreme Court lays down in the Hylton case would be to de
clare that even a land tax is not a direct tax. After all, what
ever the Supreme Court says upon these two propositions is by 
way of dictum. 

The decision of the court upon the validity of the carriage 
tax in the end is bottomed upon the proposition that it is a 
tax upon the expense and upon the use of the carriage and not 
upon the property itself. 

This view is confirmed by comments of Albert Gallatin t::t his 
Sketch of the Finances of the United States, written a year or 
two afte~: the decision. He says : 

The most generally received opinion,.bowever, is that by direct taxes 
in the Constitution those are meant which are raised on the capital 
or revenue of the people; by indirect. such as are raised on their 
expense. As that opinion is in itself rational and conformable to the 
decision which has taken place on the subject of the carriage tax and 
as it appears important, for the sake of preventing future controve;·sies. 
which may be not more fatal to the reYenue than to the tranqu\ll\ty of 
the union. tbat a fixed interpretation should be generally adopted it 
will not be improper to corroborate it b:v quoting- the author f1:om 
whom the idea seems to have been borrowed. (Naming Doctor Smith's 
Wealth of Nations.) 

He then quotes from Smith the same sl'atements contained in 
Justice Paterson's opinion, and continues: 

'.rhe remarkable coincidence of the clause of the Constitution with 
this passage In using the word "capitatiott" as a generic expression~ 1 

.,.lf.V 
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Including the dlfl'crent species of direct taxes, an acceptation of the The court further says that the question is not affected by the 
word pecullat; It is bclicyed, to Doctor Smith; lea-ves little doubt fact that the tax is made a lien on the land, as that is merely a 
that the framet·s of. the one had the other in view at the. tim~, and ref!ul,..tl'on to secure 1·ts collection. 
that they, as well as he, by direct taxes meant those. p~1d directly ~ " 
from and· falling immediately on the re-venue; and by md.Irect, .those I haTe already, perhaps, sufficiently discussed during the 
which are paid indirectly out of the revenue, by falling Immediately course of the debate that it is a tax not upon the property, but 
upon the expense. It has Indeed, been held by some that " direct 

1 taxes" meant solely that lax which is laid upon the whole property is a tax upon the devolution of the property; arid it is precise Y 
or revenue of persons to the exclusion of any tax which may be laid of the same description as the stl)mp duty upon a deed, which 
upon any species Of property or re>enue--an opinion equally unsup- is a tax, not upon the land conveyed by the deed, but an excise 
ported by the vulgar, or any appropriate sense of the wot·d Itself, and 
contradictory to the very clause of the Constitution which, instead of upon the act of conveying, upon the transfer. So this is not !\ 
admitting only one k!nd of direct tax, expressly recognizes several tax upon the property inherited, but it is a tax upon the tr:msfer 
specles by using the words " capitation" or "other direct tax " and of the property inherited. -
" direct .taxes.'' 

Should these considerations be thought correct, it results that all In the course of the opinion· the court refers to the decisions· 
taxes laid upon property which common~ affords a revenue to the in the English courts, construing the act of Parliament from 
owner (whether such property be, in itsel • prod~ctlve or not) In pro- which the law in nuestion was larf!ely borrowed, where it was 
portion to its value are direct; a class which Will Include taxes upon '" ~ 
lands houses, stoclr, and labor, all or which, therefore, must, when held that a succession duty was neither a tax upon Jncome nor 
laid, be apportioned among the States according to the ·rnle prescribed upon property, but upon the benefit derived by the iud'iv!dunl. 
by the Constituti<m. The English courts did not intend to put that in the same 

Now, I come to the case of the Pacific Insurance Company classification with the income tax, because those courts have 
against Soule, reported in Seventy-fourth United States, page uniformly held that an income tax is a direct tax, and they di!l'-
433. That decision was based on the act of June 30, 1864, tinguish the inheritance tax from an income tax. · 
amended by that of July 13, 1866, which laid a tax on amounts Now I come to the final case of Springer v. The United States, 
insured, renewed, or continued by insurance companies; and and I am frank to say that in my judgment that case is au
upon the gross amount of premiums received and assessments thority for the proposition that an income tax is a direct tax. 
by them; and upon dividends declared as part of the earnings, The Supreme Court in the Pollock case does attempt to dis~ 
incomes, or gains of certain companies (naming them), as well tinguish it, but I think not very successfully. But that case is 
as upon undistributed sums added during the year to their based upon the dictum. in the Hylton case and upon the dicta in 
sn,rplus or contingent funds. these other cases to which I have referred. and it is dicta after 

That case bas been sometimes referred to as though it sus- all. So in the end we simply have the Springer case upon the 
tained a statute which imposed a tax upon income, but the one side of the question and the Pollqck ca.ose upon the other side 
statute is upon dividends declared as a part of the earnings, of the question, and at most the whole matter may be considered 
incomes, or gains of certain companies. In other words, the at large. 
tax is measured by the amount of dividends paid out by the It is asserted here, and is asserted by the Suprep:1e Court in 
company, which dividends are paid out of course from the earn- the Springer case; that a tax upon land is a direct tax, and that 
ings, incomes, or gains received. The court declares that this a tax upon personal property is not a direct ta:'{. I wish some
is a tax upon the business of tb.e insurance company, not a tax body who believes that would point out to me what element of 
upon its property, and it calls it a "duty" or "excise." It indirection there is in a tax upon the corpus of personal prop
followed, and they must have had fresh in their minds, the erty that is not in the tax upon real estate. Both are paid by 
three cases which were decided at the preceding term of -the the owner of the property and paid ultimately by him. So far 
court. · · as the question of direction or indirection goes there is not a 

In the first of these cases the colll't held that a statute which particle of difference between the two cases. Suppose the 
imposed a tax equal to three-fourths of 1 per cent on the Senator from Michigan [Mr. SMITH] lives in a house upon his 
amount of deposits in a savings society was not a tax on prop- land and I, his next door neighbor, live in a house upon leased 
·erty-that is, on the money-but on the franchise. In the· land. My lease provides that I shall have the power to ~move 
second case, where the tax was on the amount of deposits for my house at the end of the lease. The house the Senator from 
certain periods, it was held to be a franchise and not a prop- Michigan lives in is real estate. The house I live in is personal 
erty tax. And in the third case, where the statute imposecl a property. A tax is levied upon both. What element of in
ta;'l: on the excess of the market nlue of the capital stock of direction exists in the tax upon my house that does not exist 
the corpo.ration over the value of its real estate and machinery, in tbe tax upon the otber'i Yet, according to these decisions, 
it was held that the tax imposed was a franchise and not a the tax upon his house is direct and the ta~ upon my house is 
property tax. indirect. 

So all the way through that case and the cases which pre- What element of indirection exists in the tax on rentals de·. 
ceded, the distinction is made between a tax upon property and rived from land or income derived from personal property that 
a tax upon the franchise or the business of the company, which does not exist in a tax on the real or personal property itself'/ 
was not a property tax at all. No element of indirection can be pointed out, as it feems to me. 

In the case of Veazie Bank v. Fenno, reported in Eighth Wallace, What difference in the ultimate result is there between a tax 
page 533, the statute imr)oSed a tax on the circulation of state laid on the land in proportion to the rental value or the actual 
banks or national banks. It was held tbat the tax \vas not a rent receiYed, which would be a direct tax, and a tax on the 
direct tax .. Surely not, because it was not a tax upon the rcve- rent itself? Both taxes fall upon the land. Both are paid out 
nue; it was not a tax upon the notes, but it was a tax upon of the land. If my tenant pays me rent and I pay a tax either 
the circulation of the notes in a certain way. It was a tax on the amount of the rent of the land or upon the land itself, 
upon the act of doing a thing in a particular way and not upon the land bears the burden in either case. 
the thing itself. But the court goes out of its way to discuss we are to look to the substance of things, not to the mere j 
the qu«stion as to what is a direct tax, and follows in that form of things. A tax upon land fa1ls upon the land and a 
respect the dictum of the Hylton case. The court concludes as tax upon the rent which comes from the land falls upon tlle 
follows: land ultimately as well. If a 10 per cent tnx is levied upon the 

The tux under con&iderntion Is a tax on bank circulation and may income which I derive from my lantled estate, does it not reach 
very well be clnssed under ibe bend of duties. Certainly it is not, in it in the most direct and profound manner imaginable? If I 
the sense of the Constitution, a direct tax. It may be said to come ,, t · · · f t'' 1 
within the same category us the tax on incomes of insurance com- own t\' piece of property t":a .Is paymg an mcom.e o a uousan( 
panles, which this court at the last term. in the case of Pacific Insur- dollars a year, nnd a tax IS IllliJOS(l(l t1}JOn that weomc of 10, or 
ance Company v. Soule I1eld not to be a direct tax. 20, or 50 per cent, can I sell my land for as much money in the 

The cou~t is in error in saying that the Sou_le_ case iny~lnd a I m:~rk?t? .It affeets the land .itself_directly, no.t in_tlircc.;ly:, 'l'he 
tax upon mcomes. It TI'as a tax upon the dlndends paid out. pnnciple lS as old as my Lord Co!,e, because It "as he "ho d~· 
The decision is right that the tax is not upon the property, but cl~red th~~;t a com·eyar:ce of the profits of land to on~ a?cl h~s 
on the right to circulate notes and money. heirs carrres the la~1d Itself,. bec;~se, as he obsen es, \\hat IS 

In the Scholey v. Rew case (23 Wall., 331), it \vas held that a the land but the profits the~eof. . . . 
"succession tax," imposed by the acts• of June 30, 1SG4, and Senators, the other day, m speakmg ab.out this matter, said 
July 13, 1866, on every "devolution of title to any real estate," that a conveyance of the_ receipts of _1a1;d for a y~ar ·would not 
was not a "dire,ct tax" within the meaning of the Constitu· convey the land. Thrrt IS true, but It Is the eqmvhlent of the 
tion but an "impost or excise." conveyance of the land for a year, because for the year the 

Tiw court says: 'l'hat it is the succession or de,·olution of real person to whom the rents are assigned is getting the entire 
estate which is the subject-matter of the tax, or, "in other benefit of the land. 
words, it is the right to become the successor of real estate The Supreme Court of the United States has repeatedly de-
upon the death of the predecessor." cidecl that wllere a particular property or a particular status is 
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not taxable no tax imposed on an incident which substantially 
falls upon the principal thing can be maintained. Let me take 
an illustration. Suppose for reasons the constitution of a 
State should provide that no tax should be imposed upon any 
fruit orchard for a certain length of time, and the legislature of 
the State should rmss a law providing that the owners of these 
properties should contribute to the treasury a third of their 
fruit crop gathered each year, would not that be an evasion of 
the constitution? It would not be a tax upon the fruit orchHrd, 
but it would be a tax upon the proceeds of the fruit orchard 
and the burden of it would fall upon the orchard itself. 

Mr. BORAH. Mr. President--
The PRESIDING OFFICER. Does the Senator from Utah 

yield to the Senator from Idaho? 
Mr. SUTHERLAND. Certainly. 
Mr. BORAH. Could the Senator not find .a good illustration 

also in the inheritance case there? 
Mr. SUTHERLAND. I have discussed the inheritance tax 

with the Senator half a dozen times, and I have said to the 
Senator that I think the inheritance tax proceeds upon altogether 
different principles. 

Jl,fr. BOHAH. · When you tax a man's right to inherit and 
collect it out of the property, taxation there is an incident to 
the right itself. 

Mr. SUTHERLAND. I repeat to the Senator you do not do 
that any more than you tax the land by imposing a stamp duty 
upon the deed by which it is conveyed. 'fhe two propositions 
can not be distinguished, in my judgment. 

As I haYe said, the Supreme Court has repeatedly insisted 
that it was the substance and not the fol'm of the thing to which 
attention should be paid. Shylock, was it not, who said: 

You take my life, 
When you do take the means whereby I llve. 

And so you take my land when you take eyerythii:lg that makes 
my land of any use. · 

Cases of that character could be multiplied without number. 
In Lel;.eup v. Port of Mobile (127 U. S., 640) the Supreme 

Court held that a tax· imposed by a State on the gross receipts 
of a telegraph company doing interstate busii:less was yoid. 
The State not being permitted to tax the business, could not tax 
the receipts from the business. 

In Welton v. Missouri (91 U. S., 275) it was held that a 
tax on the occupation of selling imported goods was in effect a 
tax on the goods themselyes and invalid, as it interferes with 
the power to regulate commerce. 

In Cook v. Pennsylvania (97 U. S., 566) it was held that a 
tax on sales by an auctioneer of imported goods in original 
packages was a tax on the goods themselves. 

In Brown v. Maryland (12 Wheat., 419, 444) a tax on the im
porter of goods was held to be a tax on the goods. The court said: 

A tax on the Bale of the article imported only for sale is a tax on 
the article itself-

And in effect-
varying the form without varying the substance. 

In Railway· Company v. Jackson (7 Wall., 262) it was held 
that the State could not impose taxes on the income derived 
from bonds where it could not tax the bonds by reason of the 
fact that they were issued upon railroad property in another 
State, and therefore beyond the jurisdiction of the taxing State. 

In the case of the State Freight Tax (15 Wall., 232, 27·1) it 
was held a tax imposed on certain companies proportioned to 
amount of freight coming into and going out of the State was 
a tax on interstate commerce and void. The court said: .The 
constitutionality of the law is to be determined "not by the 
form of agency through which it is to be collected, but upon 
t!Je subject upon which the burden is laid," and the court sub
mits as the test question: 'Yhere does the substantial burden 
rest? 

Suppose the Constitution had declared that no land tax should 
be imposed at all. Would not the Supreme Court have held 
within the principles of the cnses cited that a tax on rentals 
derived from land was, in substance, a tax on the land itself? 

I undertake to say that there is no distinction in principle 
between a tax on personal property and a tax upon land, nnd 
I may repeat the same question with reference to that. If a 
tax uponpei'sonal property is a direct tax, w!Jat is there to llistin· 
guish it from a cnse where the tax is imposecl upon the income, 
which is the incident that makes the personal property valuable? 

I come, finally and lastly, to the Pollock case. I shnll not 
attempt to review that case, because I have already spoken 
longer thnn I had any intention of doing and much longer than 
I should have spol,en. This is a case which was decided after 
most elaborate argument and after most elaborate consitlera
tion. It !Jus been denounced as having set aside the opinions 
of the Supreme Court and of Congress for a hundred years. 

Lawyers and judges are usually conservative. Their training 
makes them so. 'l'hey haYe a high regard, and properly so, for 
precedent, and a departure from precedent is always made re
luctantly. But, after all, a precedent is only t!Je opinion of a 
former traveler as to the location of the patllway. It is not 
the pathway itself. A decision is not Jaw in another case. It 
is only evidence of the law. We may question the opinion of 
the traveler as to the location of the pathway; we can not 
question the pathway itself. That is an indisputable finality. 

Mr. llOHAH. Mr. President--
The PHESIDING OFFICER. Does the Senator from Utah 

yield to the Senator from Idaho? 
.Mr. SUTHERLAND. I do. 
Mr. BORAH. Then the Pollock case ought not to deter us 

from enacting a law providing for an income tax? 
Mr. SUTHERLAND. The Pollock case ought to deter the 

Senator from Idaho from enacting it, becau~e he complains of 
the Pollock case as being a dangerous ii:lvasion of the rule of 
stare decisis; and he ought to be willing to be bound by his own 
rule upon that subject. · . ., 

~II·: BORAH. But the Senator says that a precedent is not 
the law; that it is simply pointing to the pathway and is not 
the law itself, as I understand him. 

Mr. SUTHERLAND. I stand by that. The Senator invokes the 
rule of stare decisis. I do not. Stm·e decisis is an adviser, not a 
dictator. Stare decisis operates by way of persuasion, not by wqy 
of compulsion. I submit that there is as much virtue in setting 
aside a wrong precedent as there is in following a right precedent. 

It has been said that this decision in the Pollock case is en
titled to little weight because it owrrules fornier decisions; but, 
on the contrary, it may be entitled to more than ordinary weight, 
for the very reason that it does overrule the former opinions, if 
it does so. 

The Supreme Court of the United States is the greatest court 
this world has ever seen. In the year :1805, when the Pollock 
case was decided, its members were as magnificently equipped 
in learning and ability as any who ha,·e sat in that august 
tribunal before or since. It is apparent from the reading of 
this case and the opinion upon the rehearing, that they gave to 
the question more careful consideration by far than was ever 
given to it in any preceding case. If the effect of their decision 
is to set aside the prior decisions of the court for a hundred · 
years, we may be sure that those judges did not do that for light 
or trivial reasons. The rule ·of stare decisis was invoked there; 
indeed it was made the basis of at least one dissenting opinion, 
that of l\:rr. Justice Brown; but even if we concede its applica
tion, the reasons for a contrary judgment were so imperious 
and controlling that a majority of the court refused to be 
governed by the rule. The majority decision in the Pollock 
case is condemned on the ground that it is a dangerous. infrac
tion of the rule of stare decisis, and yet those who make this 
complaint in the same breath take the astounding position that 
the Pollock case which is now stare deCisis upon that question 
in its turn shall be reviewed, discredited, unci reversed. 

:Mr. DEPEW obtained the floor. 
· Mr. NELSON. llfr. President, I suggest the absence of a 

quorum. 
The PRESIDING OFFICER (J\Ir. CuJU::.nxs in the chair). 

The Secretary will call tlle roll. 
The Secretary called the roll, and the following Senators 

ans"·ered to their names : 
Bacon 
Bailey 
Bankhead 
ne,·cridge 
Bomh 
Bi'2.IHlegee 
Bristow 
Brown 
Bulkeley 
Burkett 
Bmrows 
Burton 
Carter 
Chamberlain 
Clark, Wyo. 
Clay 
Crane 
Cullom 
Cummins 

Curtis 
Depew 
Dick 
Dillingham 
Dolliver 
duPont 
J~lkins 
!<'letcher 
Flint 
Foster 
Frazier 
}1,rve 
Ga'llingcr 
GamlJ!e 
Gore 
Gu~"cnheim 
nul,;' 
Heyburn 
Ilughes • 

Johnson, N.Dak. 
.Tohnston, Ala. 
.Tones 
1-:ean 
La Follette 
Lodge 
McCumber 
McLnlll'in 
Martin 
Money 
Nelson 
New lands 
Nixon 
Olircr 
01·ermau 
Pan·e 
PaYnter 
PeD.rose 
Perkins 

Piles 
Rayner 
Richardson 
Hoot 
Scott 
~immons 
Smith, l\1d. 
Smith, l\llch. 
Smith, S. C. 
Smoot 
Stephenson 
Sutherland 
Taylor 
Tillman 
Warren 
'Yetmore 

'l'l!e VICE-PRESIDENT. Seventy-three Senators have an-· 
swered to their names. A quorum of the Senate is present. 

Mr. DEPEW. IIIr. President, I doubt if it is possible to shed 
much new light upon the question of the tariff. It has been the 
subject of legislation for centuries. It has been the cause of 
many great wars and internal revolutions. The present discus
sion has wandered far afield.. 'l'lle experience which Sennt0rs 
have had with the wants of their constituents nnd the require
ments of their States has developed the almost insurmounta!Jle 
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difficulties which are in the way of the preparation of 11 fair and 
just bill. New York is the largest manufacturing State, and 
there is hardly an industry in the 2,000 items in this measure 
which does not directly or indirectly affect our citizens. 

One result of this discussion has been to rescue the fame and 
rehabilitate the reputation of the lamente(l General Hancock. 
Little things, single remarks, make and mar the careers of 
statesmen. General Scott's request that he might delay his let
ter accepting the nomination for the Presidency until he could 
take a hasty plate of soup closed his campaign. General Han
cock's answer to the committee of· notification that the tariff 
was a local issue in his State of Pennsylvania laughed him out 
of the canvass. In the. cloud of generals who were famous in 
the civil war he is nearly forgotten. I remember as if it was 
yesterday the telegram which General McClellan sent t'o his 
wife after one of the great battles of the civil war, ·~Hancock 
was superb to-day." All that is forgotten by the crowding events 
of advancing time. But now it is brought home to eyery Senator 
and to the whole country that General Hancock uttered a preg
nant trutil, mid his fame is likely to be embalmed in his phrase 
"The tariff is a local issue" everywhere. It is breaking party 
lines in States where its productive energies are producing pros
perity. The favorite metilod now of attacking tile protective 
principle is to .. proclaim loyalty to the principle of protection· 
and oppose its application. 

The wool schedule gave to the Senate and the country one of 
the most entertaining addresses ever delivered upon tills floor 
by the senior Senator from Iowa [Mr. DoLiivE&]. We are apt 
to think that wool is American as a political question. But 
wool created and then destroyed Florence and Flanders; im
poverished and then enriched Great Britain. Without going 
into a general tariff discussion, the history of wool is illuminat
ing. In tile middle ages the people of civilized countries were 
clothed in woolen garments. Wool and its manufactured p:rod
ucts were the commerce of tile world. England grew the wool 
and sold it to Flanders, where it was turued into the finished 
product. England did not have the machinery nor could she 
procure from the Papal states alum, a substance absolutely 
necessary in those days for the finishing of cloth. But in tile 
reign of Elizabeth alum was found in sufficient quantities in 
England, and then began the tariff legislation which we have 
inherited. England placed an export duty upon wool which 
made it impossible for continental nations to compete with her 
manufactures. She placed a tariff duty wilich shut them out 
of her- market. . 

When Lancashire, the greatest cotton-manufacturing center 
in the world, demonstrated in a small way that it could 
make cotton goods, Great Britain prohibited the importation of 
cotton goods from India into England. Theii the great English 
inventors, Arkwright and Hargreayes, gave to their country 
the perfeCted spinning jenny, and Great Britain controlled the 
cotton market of the world. Her own markets were closed to 
the foreigner, and the English statesmen saw that this little 
island, with its growing population which Ilnd come from manu
faCtures, must find foreign trade. The greatest of English states
men, Pit~ saw that the philosophers whose ideas created the 
French ReYolution were controlling the policy of France. Know
ing that Great Britain, because of her cheap coal and because of 
her monopoly of inventions, could make woolen and cotton 
goods cheaper than France, he proposed to the idealists that 
there should be free trade. The proposition was hailed by the 
disciples of Rousseau and Quesnay as an approach to the mil
lennium. In a few years every factory in F~·ance was closed. 
There have been many causes assigned for the French Revolu
tion. Undoubtedly tyranny and bad government had mucll to 
do witil it, bi1t the French Revolution began in Paris, which 
was the manufacturing center of France, and then spread to 
the other manufacturing cities. It was the starving unem11Ioye<l 
who Ilad been drh-en from all occupations by the genius of the 
British statesman and tile folly of their pililosophers which 
more than auytiling else precipitated and prolonged the French 
Revolution. Then came the struggle by the Jacobins to sup
port the people from the plunder of the nobility and the cutting 
off of their Ileads; then the plunder of the rich business men in 
every branch; then the plunder of the farmers, because they 
would not accept the worthless paper money. · 

A million lives were sacrificed by the French terror, of whom 
only 2,000 belonged to the noble class and the rest to the pro
ductires who still had a little property in their farms or in theii· 
small occupations and against whom was directed the rage of 
the· unemplo~·e(l who hall got possession of the Government. 
Then, when the rc\·olutionists had guillotined each other, Napo· 
leon came to tile front. His first idea was that France could be 
supporteu by the plunder of the Continent, but that great origi-
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nul genius, when in supreme power, soon saw his mistake and 
built a tariff wall not only around France, but around the Con-, 
tinent, and the reviving industries of his country provided the • 
means for his wars and recruited, clothed, and fed his armies. 

Two men have had dominating influence upon American indus
tries, both men of extraordinary ability, and one a command- . 
ing genius of all time. They were .Alexander Hamilton and, 
Robert J. Walker. Hamilton was one of those marvelous intel
ligences which can be accounted for by no rule, who have no. · 
predecessors or successors. We know little or nothing of btm 
before he landed. in New York at 17. He asked Princeton 
if she would graduate him if he could do the four years in tw(), 
and that sturdy .old, president, Doctor Wither.spoon, said: "No;· 
the curriculum must be gone through." Kings College, now Co
lumbia, in New York, accepted the proposition. Before he was 
20 he had so stated in a pamphlet the .A.merican argument that. 
its authorship was ascribed to the greatest minds of the revolu
tion. He proposed to Morris, the banker of the revolution, a. 
scheme for refunding the continental currency which would 
have saved the national credit, and which was substantially 
adopted during· and after the civil war. He organized the cus
toms and the internall;evenue of the country upon a basis which. 
continues· witli. few modifications to this day. He found our 
country purely agricultural. He knew that Great Britain had. 
prohibited manufacturing in the colonies and the entrance into 
tile market of products of any other lands except the mother 
country. He grasped as no other man of his time did the bound-. 
less natural resources of the United States. He saw that if we 
remained purely agricultural we must be a country of limited 
populations, widely distributed, arid so dependent upon tile rest 
of the world that we never could become a prosperous, powerful, 
and productive people. He was the first to recognize the fact 
that there is no limit of growth to a country of sufficient area. 
if it possesses 'both the raw material and productive power. 
His report upon manufactures made as Secretary of the Treas-. 
ury to the Congress is the foundation upon which we have 
builded the greatest industrial nation the world has ever known. 

Robert J. Walker lived and was educated in a· part of our 
country whose alniost sole product was. cotton. Its :people 
manufactured nothing. They even relied upon outside terri
tory for their food and clothes. The practical question with 
him was the cheapest products in clothing, food, machinery, 
and all the necessities of life for a people engaged in one form. 
of agriculture. But it was more than that which created 
Rober:t J. Walker. If we read the speeciles of the soutilern 
statesmen of his period, we find in them a wealth of learning. 
in the classics of Englisil literature and a· complete absorption 
in the theories of Adam Smith. 1\Iany of· them were educated· 
in the best schools abroad. They had leisure for wide reading 
and refined culture at home, and they bad no touch with or 
understanding of those thriving industrial communities which 
were inviting immigration, building cities, constructing railroads, 
and planting factories beside the water powers. He declared 
that the tariff should be levied for the purposes· of revenue only, 
and he committed his party to the principle. 

The ideas of Hamilton and of Walker have been struggling 
ever since for tile conquest of the world. Hamilton is master 
of every State in our Union. No matter wilat plea may I.Je en
tered as to the purpose for which protection is desired, the 
Senator wlro usks for it acknowledges at once the supremacy 
of Hamilton. Hamilton's policy has repaired the ra \·ages of 
war. It has created in the States which were--and some still 
are-dominated by tile Walker Yiew new industries, which are 
developing local and national wealth and supporting large popu
lations. The ideas of Hamilton have crossed the oceans; they 
hale captured every country in the world except Great Britain; 
they have become the controlling policy in eyery one of the 
British colonies.· The fight to the death is now going on in the 
last citadel of Adam Smith, Richard Cobden, and llobert J. 
Walker-tile Britisil Isles. It is tl contest which I believe must 
result there, as everywilere else, in the triumph of the ideas of 
Alexander Hamilton. 

Great Britain's control of the TI·ool and cotton industries now 
is shared with protectiYe countries whose markets she formerly' 
monopolized. She is fighting with them a losing battle in 
Asiatic markets, wilere all the world competes. Her great riYal, 
Germany, with as good machinery and cbeaver labor and nn 
equal command 'of tile raw materials, is entering the. English 
market under that well-known economic rule by \Yhich manu
facturers of eYery country, in order to keep their mills in opera
tion and their men employed, sell the survlus practically at 
cost in other countries. Tilis process is filling the English mar
ket and driying one industry after another to the wall. Great 
Britain is grasping slowly the economic fact that anything pro-
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duced in another country and sold within ller territory puts information after a couple of years bad been spent in gathering 
out of employment and reduces to public charity exactly the it? On the contrary, I fear that, stili claiming they bad no 

• number of men in England who-are employed' in producing this· ·access to information upon which they could intelligently vote, 
article in Germany; they would demand· of this most amiable; us well' as most 

The unemployed' wandering idly about the streets· looking · capnble, of chairmen, who has so superbly done the work which 
for any stray job, however poor it may be; to satisfy the pangs we· elected him to do for us, the data upon which he had: fur~ 
of hunger, see in tile· shop window& everywhere the things upon nished these· figures and' then denounce the data.< as botll· in· 
which they at one time worked' and could make a good living for sufficient and~ incorrect. 
themselves and· families, marked- "Made in Germany.'" It is , Nothing so amazes me a& the- frequent stntement· of certain· 
stated· that there are to-day fu Great· Britail:r 7,000;000· of· un- ' Senators· that in some way they are deprived ot thei"r rights' on· 
employed·, How to· care for· them. or furnish them support is · this floor by:· the chairman of the· Finance: Committee; and in
the most anxious problem of the British statesmem J"uhn Mor~ ' sisting they will have the~ as if' anybody stoodl fu their way; 
ley· has stated in one- of his speeches that at one tinle in· the· • There are 91 !\'!:embers of this body; we are all' equal's;. We· 
course of t!hefr lives: 4{5 per cent. of the- workfugmen· of" Great: have practically no rules: Any Senator can fullt when li:e·Ilkes; 
Britain who· have· reached 60· years: o:t age· have· been in the~ . on· any subject he chooses;, and' as long• as he· is· able: We· sell~ct 
pauper class:. , our own: committees in onr-owu way by· vote; and tlie·Committee 

Great Britain made a. tentative· experiment recently fu• pro- ·on· Finance; whiCh is: so much· criticised; received: on• itiJ appoint
tection, thougli ·disavowing any sucli intention. A: law was• . ment the·· unanimous· vote of' the• Senn.fu: Tiie· ihtelligence of 
passed affecting patents; Under it the goods manufactured' :the entire Senat~ is never· so seriously questioned; as- when· such• 
under a: foreign patent must, tcr· enjoy the- advantages of the 'stntements are· maue: , 
patent; be made· fu Great Britafu, otherwise· the· paten1J· was The Senator from Minnesota [Mr. CL:A:PPJ, ii:r a: very· elbquent 
open for· use· to British· subjects; Before that was in opera- • and' attractive address; feared that the Re]}ubiican party wa-s · 
tion two years a hundred and thirty millions of' continental· ~rushing- rapidly· and blindly upon the· rocks• because the pledge 
capital had been invested in England' and tens of thousands of : of the party and the expectation· of the people were that: there 
the unemployed' found agafu remunerative labor.· and wages; should be a general revision downward~ In· my judgment the· 
It Errgland' to•day· had a tarH'I' which would equalize the- cost j pledge of: the party and the expectation of the p-eople• are· tflat 
of' production with Germany, Befgium, France,. :mcf. Holland,. ' we should do• exact justice in this· matter; upon every schedule 
including fail" wages to her people, she might again become not fu. the bill; and upon every· one of the·· 2;000· items' which• are 
the workshop· of the world, as she once was, but· very much , affected: I believe· that the practice of protection; which' has· 
nearer to it flian slie is to-day. Anyway, she couli:l' hold her· own~ ! made our country what it is and" our people what they· are, has 

The eloquent and learned' speeches· whiCh have been delivered ; as· firm a hold' upon the electorate- mr ever. I believe· that it is 
here have· developed a new kind of protection. The new school thoroughly understood. and' assented to· by· the masses that we 
belie\·e in the principle, but oppose its· application~ Our southern :should' so arrange our tariff policy as to constantly enlarge the 
friends reject the principle of protection, but believe in its appli- ·area of production and employment witbii:r our· own borders, 
cation to their own products. I believe if a committee were :and' db it by· imposing- a duty which will equalize the· cost of 
a])pointed, composed exclusively of the Senators on our side who production; with· due regard: to the· higher wage which we ex
object most violently to this bill,. that they would have more pect our artisans to have over those which prevail ib. countries 
difficulty fu agreeing· with one another than it is' understood our ! in competition with us. 
Democratic l\fembers had when they caucused the measure. i 'i'i"e ha-ve lost sight in· thhr debate of changes· in· the· cost of 

Human: nature is· fallible and so is human testimony; When a ' production; that from 1!860· to: 100"9 wages ha-ve more than 
committee whose ability, experience, industry, and· integrity are . doubled'; tliat they hav-e advanced 25' per· cent sfuce. tlie· Dingley 
cordially admitted on ali sides; after· monflis: of ex:nminations· ·bill' was: enacted:; that the liours· of' labor have· been· reduced:' 
which have included· tlie testimony of both sides; the manufnc- from- a third'. to a quarter; and that, inasmuch·. as: in· every: 
turer and the importel', and have had constantly at their sessions producWm·labor· fs· from 60 tu 90 per· cent· of the cost; we ha-ve 
and to aid in the review of this testimony the trained experts of thus increased our cost from 25 to 50 per cent .. · We have lost 
the Treasury· Department, the General A:vpraiser's Office, and the sight o.fl· the: fact that this beneficent but almost· revolutionary 
custom-house; make a report, I hesitate to place my judgment · movement for the benefit of the workers has not advanced in 
against theirs; when theirs is unanimous, upon subjects on anything· like the: same proportion in European countries. 
which superficial inquiry and a limited. amount of information Our labor leaders recognize that one of the acute difficulties 
only are possible to any Senator. r have found that. r can. do which meet them· is that the immigrants who come here are· glad 
better after liearing the statements of both: sides: to ascertain . at first to accept from a· quarter to a third less fu. wages· than 
it I have gained any information which was not available. to ·we are accustomed to. rt is only the-labor unions and the con
the committee. in arriving at their conclusions. I know it is ·tract-labor laws against immigration which preventJ us -being 
possible in the many· subdi>isions of the different schedules for swamped in this respect. Congestion of population always· re
some article to have had 'its relations to the markets so changed suits. iiJ.· lower wages and longer hours. When the line is closely 
by imention or discoYery that a new light has come not visible drawn between. employment and star>ntion; because ,there are 
before even to the parties most interested; but· I have found in two, or three; or four; or ten hungry for a single j'ob, there is a 
all such cases on a fair" presentation of the matter· if there was loss of independence and indiYiduality; and the doctrine of self~ 
anything new the committee had an open mind for a review. presen-atibn compels conditions which are abhorrent to us. The 
There is scarcely an article in these schedules upon which· I first principle of that AmeriCan citizenship upon which must rest 
hn ve not receiYed conflicting testimony from the parties inter- om· future; as lias rested" our past, is adequate compensation for 
ested, upon which it would be possible to base an argument on the American stnndttrd' of living and the comforts of the Ameri
either side. But it would be an enormous and au. impossible can heme.. Immigrants, when they first come here and receive 
task for any Senator to constitute. himself a court of appeal om· wages on. a scale to which they haT'e never been accustomed; 
and claim that he had greater· sources of information upon are apt to live as they did in their· own country; with the re· 
which to base a judgment than it was possible during all these suit that they save 60· per cent, and· in a few years are able to 
months for our committee to obtain. They lind the benefit of return to the land of their· birth as· capitalists. That process 
the 13 volumes of testimony taken by the Ways and 1\feans is going on constantly with us to the extent of Iiuudreds of 
Committee of the House as well as tlieil: own:. thousands a year; It is not healthy for our body politic to haYe 

The Senators who have criticised so ·severely· the Finance that kiml of citizenship. . 
Committee are especially seYere upon its chairman, the dis- The telegraph; the cable, the flying steamers, have made prac
tinguished Senator from Tihode Island. Some of these Senators ticnlly all the world· one. No country to,day of the highly or
complain that the Sc>nate is not informed'. ~rheir argument gani11ecl industrial nations has any superiority OT'el" another in 
amounts to this: That if the Senate would sit as a committee its machinery; The inventions of one laud are quickly copied 
of the whole month aftet· month and listen to ancl question and duplicated in another; The German chemists, who are the 
the witnesses and sift the testimony, \Yhich work has been so most expert and patient workers in· the world, hnye produced 
faithfully, ably, and laboriously done by the Finance Commit- some 400 different articles out of coal tar. They haYe euor
tee, they would understand the bill. Such. a. system would mously enlarged the pharmacopceia of all nations. The formulas 
produce chaos from which eternity coulcl not evoli'e order. are soon understood and other nations can use them. ·we llaT'e 
Some Senators claim that they can not" T'Ote intelligently upon the raw material. To the extent to which we can duplicate we 
these 2,000 schedules unless the chairman of the committee, tlle haYe that much more employment among onrselycs;· To the 
Senator from Hho!le Islanu, will furnish a detailed statement extent that we purchase· on the other side we· lose just that 
with each. item of the cost in the country or countries where amount of employment in our own· country. If all the world 
it wns produced and the cost in the United' States; \Yould wns alike; if the cost of production was· tile same everywhere, 
the3e critical Senators read the volumes which contained such if wages and hours were the same in all nations and among all 
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races, then we could ha\'e the same conditions that exist between 
our own States. 

The city of Dundee in Scotland had a very large industry in 
the making from jute of cotton bagging. It was a monopoly. 
They made the bagging for the cotton not only for the United 
States, but for .all the other countries. Our manufacturers 
:found that with a sufficient tariff this bagging could be suc
cessfully produced in this country .. It led to the creation in 
different States of some 300 mills with the employment of 
many thousands of people. The tariff did not destroy the 
Dundee factories, because it was not high enough to prevent 
competition, and the Dundee factories still had other fields than 
the United States for their operation. But mills were estab
lished in In(lia where labor was 30 cents a day, against 75 in 
Dundee and $1.50 to $2 in the United States. Great Britain 
being a free-trade country the Dundee millers were bankrupted, 
and a large population added to the already increasing numbers 
of the unemployed. Now we are met with a demand to wipe 
out our own mills and th1;ow out of employment our own people 
in order to let in this cheap Indian production, with which it is 
impossible to compete except by tariff protection. Who would 
be benefited? There are no shrewder manufacturers and mer
chants in the world than the English, and they control these 
factories and are already in our market. When they have a 
monopoly the cost to the cotton farmer will be raised far bEl
yond what he pays to-day and he will be utterly helpless. 
You may gay he could escape that by again renewing the tariff, 
but it takes hundreds of thousands of dollars to organize a mill, 
and capital after such an experience would never enter upon the 
uncertain sea of hysterical legislation. 

Eighty per cent of the petroleum in this country is produced 
from wells owned by 500,000 farmers who are independent pro
ducers. It is purchased by the Standard Oil Company, which is 
a refining corporation and not an oil-producing one, and by a 
few independent refiners who are still in business. There has 
been discovered in Mexico, on the coast, an exhaustless field 

. of petroleum. It can be piped to the tank steamers of the 
Standard Oil Company on the Gulf at 20 per cent of the cost 
which carries the oil from the Oklahoma field, or New York, or 
Illinois, or West Virginia. The bogy of the Standard Oil Com
pany creates a sentiment dangerous to the politician against 
giving any protection to the American farmer who produces 
oil for fear it might help the Standard Oil Company, when it 
is as plain as two and two make four that the Standard Oil" 
Company would be the sole beneficiary at the expense of the 
American independent producers of the free trade in oil be
tween :Mexico and the United States. 

I might cite a hundred such instances where the changing 
conditions of production and of cost, as go\'erned by wages, by 
hours, and by invention, make the rule of a revision downward 
simply the adoption of practically free trade. 

\Yhat has been accomplished by protection is happily in
stanced in our State of New York among many industries. 
Hats haw built up a thriving city at Yonlwrs and are building 
other industrial communities in other parts of the State. 'rhe 
protection for men's gloyes has created a community of 30,000 
people and reduced the price from two and one-half to three 
dollars, us it was when England had the monopoly, to a dollar 
and a dollar and a half. Now, the great English manufacturers 
are moving to Gloversville. An equiYalent protection for women's 
glO\'es would lead in two years to the employment of 50,000 
men to the destruction of the foreign monopoly and would give 
to our own people· an article much cheaper and better than they 
have now. 'rhc same results have followed in a tb.riYing com
munity of 30,000 in the finishing of lumber at Tonawanda and 
corresponding results at Ogdensburg and other places. I might 
enlarge this list almost indefinitely. 

No. country can show figures like these: That since Repub
lican protection became a fixed policy the wealth of the United 
States has increased six times, our foreign trade three times, 
the wages in our factories three times, our railroad mileage six 
times, our foreign commerce three times, and the value of our 
manufactured products seven times, our exports from 1897 to 
1909 300 per cent. Except for these conditions we never could 
have had our rnilroads carrying populations to the farms and 
productive possibilities carrying the factory near to the raw 
materinl; we never could have had manufacturing centers 
which brought the markets to the farmer's door; we never 
could have had the consumers, whose numbers and whose pros
perity gire the farmer his opportunity, the manufacturer his 
opportunity, the merchant his opportunity, the railroad its oppor
tunity, and the steamboat and the canal their opportunities. 

There never was greater nonsense than this attempt to estab
lish irreconcilable antagonism between producers and consum
ers. They are constantly interchangeable. Our country buys 

one-third of the productions of the earth. Why? Because we 
have the money. \Vhy the money? Because we have the em
ployment, and with the employment the wages, and with the 
wages the acquisition of the habits which make the luxuries-of 
to-day the necessities of to-morrow. 

My friend, the senior Senator from Iowa, in one of the ablest 
and most eloquent addresses delivered in this Chamber, has at- -
tacked the wool and cotton schedules. That speech has been 
very widely quoted, more, I think, than any which has been 
made here. A can of dynamite intelligently exploded will get 
more headlines and editorial comment than all the railroad 
trains of the country carrying the products of the farmer to the 
factories and the market, and of the markets of the country 
in distributing the results of their sales back to the farms and 
the factories._ Automatic prosperity is like the air we breathe-
it has to be questioned to interest anybody. 

A close examination_ of the picturesque presentation of my 
distinguished friend reduces his criticism more to the manner 
of administration than to the subject-matter of the law. No 
tariff act could be prepared co\'ering, as we are attempting to 
do .now, the whole field of protective legislation without having 
paragraphs which are highly technical. Wool at one time was 
used only for clothes; now the subdivisions in which it is used , 
are almost infinite. The difficulty of compressing within the 
law language which will not permit the shrewd and dishonest 
to escape its· protection is exceedingly difficult. 

The moment a tariff law is enacted tariff lawyers, importers, 
and experts are at work to find out how its provisions may be 
evaded by some change in manufacture or some device in the 
mixture of other articles which will enable what was intended 
to be placed under the highest duty to come in under the lowest. 
That is the most subtle and ingenious method of smuggling. No 
one can have read over even cursorily this testimony or listened 
to the people from his own State who are engaged in these manu
factures without learning to what extent this species of smug
gling is carried on. It is right here that the customs expert 
must be both able and honest. A deficiency in this respect is 
the opportunity of the importer and the injury of the domestic 
manufacturer and home labor. 

The appraiser, the customs officer, the treasury official on a 
salary of five or six thousand dollars a ;~·ear is thus 11itted 
against the $50,000 lawyer and the $25,000 expert in the service 
of the importer. It is a magnificent tribute to the civil service 
of our Government that it has officers to do this work so ably 
and honestly. There are men in these departments who have 
ability sufficient to be at tho head of great business enterprises 
or to be Cabinet officers who are proud to serve their country 
in these minor positions with an intelligence and devotion de· 
serving of the highest commendation. 

There is nothing which gives me more pain than to have 
my idols broken. I wish that those professors of destructive 
criticism who have murdered William Tell and Arnold Winkel
ried and almost destroyed our faith in George Wa~hington 
and Napoleon Bonaparte had never lived. The Bacon cryp
tograph which denionstrates that tllere never was a Shakes
peare does not appeal to me. l\fuch of the argument made 
by professing protectionists has been · to throw from their 
pedestals the statues of William Allison, William :r.fcKinley, 
and Governor Dingley. These three eminent creators and' 
advocates of tariff bills are charged to have known little 
about what they were doing. No one charges them with dis
honesty, either in thought or purpose, but the general impression 
left by the criticiEms upon them is that their countrymen were 
never more mistaken than in the estimate whicll they have of 
them that they were the most distinguished as well as the best 
informed of protectionists. " 7e must believe, if we are to credit 
the mistakes and failures which they are alleged to have made 
in 1892 and 1897, that no statesmen ever occupied pennanent 
positions in either House who were so easily fooled. My faith 
in them is unimpaired. 

There is nothing new under the sun, and the oldest of free
trade cries is the one of revision downward. In all the speeches 
that lla ve been made here, so far as I can recall them, the only 
open and direct attack upon the protective system as u policy 
or a system has been from the distinguished Senator from 
Georgia [Mr. BACON], but attacks have, nevertheless, been ef
fective and deadly, and have produced their impression upon 
the country because they came from our own household, from 
those who proclaim their undying faith in the principle,- but 
claim that in practice it leads to nearly all the disastrous results 
which are charged against it by its open enemies. Congressman 
l\Iorrison presented the only true rule if we are to adopt a re
vision downward. He proposed a horizontal reduction in the 
whole schedule of 25 per cent. To have accepted his'plea would 
have been to admit his contention that there should be no such 
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thing us u duty upon any article which should equalize the cost Out of the Carlyle generalization has grown an American one 
of production between this and other countries with due regard that figures will not lie unless a liar makes the figures. No 
to the wages .of American labor. one charges and no one believes that there has been an inten-

I was a delegate to the national conyention at Chicago, and tional misrepresentation of the figures which have been pre
mingled as much us anyone with the representatives of the sented by any Senator on any of the schedules in these debates, 
Republican party. I was one of the vice-presidents. At din- but if the profits of the United States Steel Corporation had 
·ners given to favorite sons I frescoed and covered with flowers been so .preposterous, then the independent companies :which 
of rhetoric their candidates, and :while admiring friends prophe- are as :well situated, :without .any water in theil- .capital, with 
.sied his success, we all, except him, knew that he was in the the latest machinery and the best of management, would have 
class of those "mentioned." I spoke at public gatherings and· ·been able to· make large money. 
in the halls of hotels for the candidate I wanted, and he, .hap- · Even if it is true that the United States Steel Corporation made 
·pily, as Vice-President, is the presiding officer of the Senate. I $9 in .excess of any fair and legitimate return, even if ·it is true 
was up as lute as the youngest and as early as the oldest mem- : that the United States Steel Corporation can make iron $2 a ton 
•ber of the convention. 'l'he absorbing question was not revision ' cheaper than the independent companies, there would still have 
iQf the tariff, but the hope that Roosevelt would accept and the : been for the independent companies $7 of profit in addition to a 
fear that he might take a renomination. The subject upper-· .legitimate return upon their capital. As a ·matter of fact, they 
most in all minds was not the tariff, but whether anarchy or · got no return a:t all. 
sanity would prevail in the resolutions. When sanity won, ' ' The question has been raised why we should !keep a tariff 
t11ere were the same· progressive predictions of disasters, which upon steel to protect independent producers, who nave 50 per cent 
were answered at the election by the largest of our popular of the business and employment, at the expense of the American 
majorities for Taft and the platform. There was no discussion ·public. Why not, in order to reach the United States Steel 
ef, .public or private, and no committals to, public or private, any Corporation, take the tariff all off and let the independent 
method of the revision of the tariff. There was an understand- companies be absorbed and the whole iron and steel business 
ing, in which all Republicans are agreed, that the constantly· of the country placed in one great monopoly? No one would 
:ehanging conditions of production and invention and in cost in dare argue or urge that, because the sufferers would be ·the 
different countries not only justified but demanded an exam- consumers on the one side and the wage-earners on the other, 
ination of the tariff schdules which have been in existence for with no possibility of relief in sight. Then why does not the 
ten years, with a view to doing equal· !lnd exact justice to United States Steel Corporation, having the power, ·as it up
every one of these items within protective principles which parently has, to produce more cheaply, crush its independent 
have been inserted in the Republican platform ever since the rivals? The American business man above all other quali
_formation of the party. ties has good sense. With equal opportunities he fears no 

There has been brought to my attention by constituents of rivals. With too great opportunities he fears public opinion 
mine changes which have taken place within the last few years and legislation. To crush out the independent steel compa
·which entirely alter the relations of the American manufacturer ·nies it would be necessary for .the United States Steel Cor
to particular articles. There are many industries which have poration to forego dividends upon its common and preferred 
grown up in this country since the Dingley tariff, in which stock and carry on its business on a scale of meager profits 
:are invested many millions of dollars and employment given to for a number of years, while by dividing and leaving the mar
±ens of thousands of people. I refer now specially to indus- ket open to fail- and -reasonable competition, with the inde
tries where the raw material has come from India, South Amer- pendent companies controlling one-half of the output and the 
ica, or the East. The change has come about by the English business, it is enabled to earn profits which keep its works 
·starting factories in the countries where the raw material is up to the standard, which give value to its bonds .and its :pre
produced and where labor is nominal ·compared With ours. It ferred stock, and which now .and then permit a return upon 
is easy to name several industries which were prosperous at one the common. If it had a monopoly and the American mat·ket 
.time which are now struggling to live 'because the manufactured was thrown open to competition, the laws of trade would lead 
.article comes into this country either under no duty, because it to an understanding with those gigantic trusts which control 
was not produced anywhere else at one time, or under a duty the markets of Great Britain and of the Continent, especially 
·which is now wholly inadequate because the English manu- Germany, to whose tyranny and operations the lamp post would 
facturer in India, South America, and the East has the raw not be an effective remedy. You can hang a man, not a cor
material at his door; has his wages at one-quarter those paid poration. You can hang a man upon a basis which would bring 
in the United Stutes, and much less when you consider the :about the terrors of the French Revolution and the .disruption 
length of hours; with whom transportation is a negligible quan- of society, but the ·United States Steel Corporation is owned 
tity; and who, unless the revision is upward instead of down- by 100,000 stockholders, of whom 27,500 are workers in the 
·ward, will command the American market, drive our m:anufac- mineR, the mills, and the fumaces, and on the railroads, and 
turers out of business, and then, with his monopoly, make his the steamboats of the corporation. 
own prices to. us, his helpless victims. Undoubtedly there are My eloquent friend .from Georgia, in his brilliant defense of 
·other articles where the perfection of American machinery, the South, claimed that the prosperity which has created a new 
the command of the raw material, the opportunities for trans- South would have come without any protective tariff, .and that 
portation, and the elements of cost, including higher wages, the protection which, in our judgment, has made the new South, 
justify a reduction to a point where the tariff shall not be pro- has created a class who live by placing tax: burdens upon their 
hibitive. -Competition and not prohibition is the real object of neighbors who owe them nothing and receive no benefits what
the principle for which we are contending. ever from their existence. Now let us see. At the close of the 

The newspapers tell us that France is on the eve of a revolu- war the South, as he says, was purely agricultural, and all its 
tion and that it originates, as always, in Paris. The remark property destroyed but land, and, as the Senator from 1\Iassa
was once made by a distinguished observer that, to maintain ehusetts has so ably demonstrated; it was that which presented 
peace and order, Paris had to be shot over about once every such a frightful handicap during the civil war upon as gallant, 
thirty years. I do not know that there is any truth in this b:cave, and resourceful a people as ever existed. 
broad generalization, because broad generalizations are seldom Soon after the civil war protection enabled capitalists to take 
true, but it is true, and that has been our history, that it re- advantage in the South of the principle that where the raw ma
quires a lesson in modified free trade to bring our people to a terial and the .manufactory are side by side there is prosperity 
full realization of its effects. The lambs in their gambols for both. Now, see this remarkable result: The manufactured 
frisked us fifteen years ago into a wool schedule which reduced products of the South in 1880 were fom· hundred and fifty 
the flocks from useful producers of national wealth to expensive millions; in 1900 one billion four hundred and fifty millions; in 
ornaments on the plains and on the hillsides. The lambs of the 1908 $1,908,000,000. In view of these figures, where is the claim 
present day have forgotten their experience, and it may require that the South is still an agricultural country and dependent 
11-cent wool to smash, as it did t"elve years ago, the rainbows entirely upon agriculture for its living? There is not a person, 
and dreams of the college idealists and the political theorist. I believe, interested in the manufacturing industries of the 

It has been cllarged here that the United States Steel Corpo- South, who intelligently understands them, who would assent' 
ration made last year $9 a ton profit in excess of any legitimate to-day to the repeal of the tariff upon cotton products and iron 
.return to whicl1 they were entitled. As the duty on their prod- products because protection is an oppression upon their farming 
uct was $7, if that statement is true, it is evident, after taking neighbors. 
the entire duty off, they would still have made $2 more than a Now, my friend the Senator from Georgia gave a very illumi
legitimate return upon their investment. There must be some nating exposition, as be always does, the other clay upon cor.· 
error in the calculation which would justify the remark quoted ditions in the South in reference to the principle of protection. 
by my eloquent friend from Iowa, that the chief practical use He is the only real, honest ·free trader who has spoken here. 
of statistics was to keep the other fellow from lying to you. .and I Jove his courage. 
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1\fr. BACON. I will accept a part of it, but not the other. 
1\:Ir. DEPEW. The other means, I think, that there are others. 
l\Ir. BACON. wo. I am very much obliged to the Senator 

for connecting my name wit:h the very honorable epithet of 
honest, but I am ~1ot such a doctrinaire as to be a free trader. 
I belieye in a very liberal tariff, but I do not believe in one for 
the protection of any particular business at the expense of 
everybody else. 

Mr. DEPEW. That iueans that ·_you are in favor of a tariff 
for revenue only! 

Mr. BACON. The Senator has expressed it with absolute 
accuracy. 

1\fr. DEPEW. Arid that is free trade? 
Mr. BACON. No; it is not. It has no relation to free trade. 

They are as far awide as the poles. · 
1\fr. DEPEW. The relationship is so near that it would take 

a genealogist to describe the difference. 
Now, in that admirable speech of his he defends the South. 

Jrhe South needs no defense. In the Nor.th to-day, wherever 
you may find the northern man of to-day or the northern 
woman of to-day, there is nothing but fraternal feeling; and, 
more than that,. admiration for the courage and the sacrifice of 
the South during the cinl war for their ideals, under ·conditions. 
which to any other people than ours would have been absolutely 
hopeless. 

As the Senator says, the South was handicapped so that she 
could not make her arms, she could not clothe her people, she 
could not do any of the things necessary for her, except as she 
got them from the outside. 

Mr. BACON. Mr. President, the honorable Senator will par" 
don me, but I said no snell thing. 

Mr. DEPBW. Substantially. 
l\!1·. BACON. I did not mean to even imply any such thing. 

On the contrary, I said that the resources were ample, but that 
the odds. were 5 to 1 against the South, and that the resources 
there were in the course of a merciless and bitter war abso
lutely destroyed. 

Mr. DEPEW. .My memory is at fault. That was the state
ment of the Senator from Massachusetts. Now we have come 
to the point I wished to make just now. All her industries 
were destroyed, all her property of a personal kind was d~ 
stroyed, her houses were burned, her stock was gone, and she 
had the bare land to start anew on. 

Now, accepting that, suppose there had been no protection, 
would capitalists have been found in the South for industry, 
especially for the cotton and iron industry?. 

.Mr. BACON. What is the Senator's question? 
l\Ir. DEPEW. Suppose there had been no protection upon 

cotton and iron as protection, would capitalists have been 
found in the South or elsewhere for the cotton and iron 
industry? 

Mr. BACON. Mr. President, if the Senator will permit me 
to reply, there certainly has been no protection as to the pro
duction of cotton. 

Mr. DEPEW .. I mean the manufacture of cotton. 
Mr. BACON. And cotton has not been produced--
Mr. DEPEW. I mean the manufacture of cotton and iron. 

. Mr. BACON. Well, Mr. President, the manufacture of cotton 
and iron in the South has grown up after the prosperity had 
been restored there, but their agricultural products, far from 
having any assistance from the protecttre tariff, bore an onerous 
.and grieyous burden all the time that they were thus restoring 
prosperity. The manufactures of the South have been the 
result of the wealth which has been dug out of the ground by 
the agriculturists of the South, and without any aid either 
from the protective tariff or, generally speaking, from any other 
source outside of their own energy and their own perseverance 
and labor. 

1\Ir. DEPEW. The manufactures of the South in 1880 were 
$450,000,000 ; in 1900, $1,450,000,000 ; ancl in 1908, $2,000,000,000, 
in round numbers. 

1\Ir. BACON. And, Mr. President, all that magnificent growth 
and development is the surplus profit which has been piled up 
by the southern people in the prosecution of their agricultural 
interests at a time when they have borne a most tremendous 
tax to the manufacturing producer under the protective tariff, 
\\·hen they themselves 'vere receiYing no reciprocal benefits 
from it. 

Mr. DEPEW. Now, if that view of the Senator is correct, 
and if his view is correct that no capital has come in from out
side sources, and these manufacturing deyelopments have been 
wholly by the profits of agriculture in the South, then the 
}Jrofits of agriculture in the South must be beyond anything 
ever known in agricultural production and in surplus. in
come anywhere in the world. For PJ.stance, from 1865 to 1880, 

when the South is acknowledged to have had no personal prop
erty, there was $250,000,000 capital put into manufactures. 

Mr. BACON. Mr. President, what is $250,000,000 to a section 
that makes $800,000,000 worth of cotton and· its by-products a 
year? Of course, wnen I speak of the agricultural industry, 
mercantile and other kindred industries grow up with it, and 
there are reciprocal benefits between those who produce the 
cotton and those who furnish other things upon which the men 
who produce the cotton must live. 

As I have said, it has been the result of the agricultural m
dustry, and, of course, other industries have accompanied it, 
but they have been the industries of our own people. If the 
Senator will figure a little, and not despise figures, as he indl• 
cated just now he would be prone to dO; he will find that. the 
cotton crop of the South has not only enriched the South and 
that out of its profits have grown these immense· industries of 
other kinds, manufacturing included, but he will find if he will 
examine the balance sheets that but for that cotton and but fer 
that agricultural profit which has been made in spite of the 
protective tariff and not through any aid of it, the· balance of 
trade wo))ld have been· frequently against the people of· .the 
United States. 

Mr. President, the cotton •crop sends out of this country some
thing like five hundred million dollars a year whieh is the 
equivalent of gold, and it brings back into this country. either 
actual gold or keeps gold from going out of the: country by 
furnishing bills of lading, which stand for gold. 

1\Ir. ALDRICH. Will the Senator permit me to ask him a 
question? 

Mr. BACON. With pleasure. 
Mr. ALDRICH. ·What is it that makes the marketing of tha.t 

great cotton crop of the South possible? 
Mr. BACON. The world's demand for it. 
1\.:l:r. ALDRICH. It is the industrial prosperity of the world, 

and the industrial prosperity of the United States is the one 
important and controlling factor in that prosperity. ·1 

Mr. BACON. 1\Ir~. President, the prosperity of the United 
States is not the factor which makes the demand of the world 
for cotton. • . . 

Mr. ALDRICH. If you will look at the stati~tics showing the 
cousumption of cotton in the United States, you will find that 
we are the. great and important factor m· the consumption of the 
cotton of the South. · . ' 

Mr. BACON. Between two-thirds and threecfourths of the 
cotton of the South is exported for the consumption of the 
world-of the whole world. · 

Mr. ALDRICH. Yes; but $73,000,000 of that comes back to 
the United States in the form of manufactured goods, every, 
dollar's worth of which should be produced in the Southern 
States. 

Mr .. BACON. Oh; well, what may be done is no matter, ~Jut 
what is $73,000,000 compared with this $500;000,000 that comes 
·back in gold for the raw product! If I am not intruding on the 
Senator from New York, I will say that of course I do not 
underrate the importance of manufacturing. I arn proud of 
the manufactures of the South. The three States, North Caro
lina, South Carolina, and Georgia, manufacture, I will n<>t say 
the most of, but much the larger portion of the cotton that is 
manufactured in the &mtb, and my State is close UD to the 
other two, South Carolina being in the lead and North Carolina 
following, and Georgia being behind them. In general manu
facturing, the money product of Georgia leads the others. But, 
1\:fr. President, the manufacturing industry of the South has been 
the product and the result of the agricultural prosperity of 
the South, and it is not due to the protective tariff. 

Mr. ALDRICH. Mr. President, one other question. Where 
would the price of cotton be to-day if you sliould: lose the 
American market, the market of the producers of the United 
States, of the men who are employed in the mills and upon 
the farms of this country? Does the Senator think the cotton 
growing in the South would be 11rosperous if it were to depend 
entirely upon the foreign market? 

1.\Ir. BACON. For what? 
Mr. ALDRICH. For purchasers. 
1\Ir. Sl\IITH of South Carolina. Let me ask one question. 

Will the chairman of the Finance Committee state where the 
price of cotton is fixed? 

l\Ir; ALDRICH. The price of cotton is fixed in the markets 
of the world and it is fixed by the law of supply and demand. 
Of that demand the United States furnishes by far the most im
portant portion. 

1\Ir. BACON. l\Ir. President, if there was not a bale of cotton 
spun and woyen in the United StRtes there "·oi1lrl still be the 
demand for it and there would be the same jlrice of cotton. 
There has got to be a certain amount of mami.factured cotton. 
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If it were not manufactured in this country, it would be manu
factured in another. I am not speaking about the question 
wllether it is to our advantage to have any manufactured here. 
I am speaking of the question whether the manufacture of cot
ton here increases the price of the staple of the raw cotton. 
The world requires lllOre than 13,000,000 bales of cotton to 
clothe the people of the world in garments that are made out 
of cotton. 

I will not trespass further on the time of the Senator from 
New York. It is unjust. 

Mr. DEPEW. l\Ir. President, to continue one moment. As I 
said, from 1865 to 1880 the South got $250,000,000 of capital iii 
manufactures, from 1880 to 1890 she found $650,000,000, from 
1890 to 1900 she found $1,150,000,000, and from 1900 to 1908, 
$2,100,000,000. It would make the farmers of the world stand 
up and listen if told that that $2,100,000,000 came from the 
surplus profits. of agriculture in the South, by which in that 
brief period people who had no money and no personal property 
to begin with could give to manufactures such fabulous capital. 

Mr. GALLINGER. And, Mr. President--
The VICE-PRESIDENT. Will the Senator from New York 

yield to the Senator from New Hampshire? 
Mr. DEPEW. Certainly. 
Mr. GALLINGER If we did not have a tariff on the finished 

product of cotton, and foreign countries were supplying us with 
cotton goods, as they did in the early days, what would become 
of the $2,100,000,000 now invested in cotton manufactures in 
the South? 

Mr. DEPEW. I believe that if the protective principle was 
taken out of our legislation the cotton industries of the South 
would disappear. . 

Mr. GALLINGER. Of course they would. 
Mr. DEPEW. And with that would come a paralysis of 

all industries of the South. I believe that if this protective 
principle was taken out of legislation, instead, as the Senator 
from Georgia believes, the agriculturists contributing from 
their surplus for the support of other people, they could do 
nothing for them, and the iron and coal industries of West 
Virginia and of Alabama and of Kentucky and of Tennessee 
would be destroyed. 

1\Ir. BACON. If the Senator will pardon me, I wish to make 
a statement, in order that what I have said may not be misun
derstood. When I speak of the manufacturing industries of 
the South being solely the representative of the profit upon the 
agricultural industry of the South, of course I do not mean 
that absolutely the clear profit made is the only money which 
has been invested in those industries. Of course the people 
of the South have utilized their land and other property, which 
has resulted from this agricultural prosperity as a basis for 
credit to secure money which they have invested in manufac
turing enterprises. Money has been borrowed, but borrowing 
money by our own people upon satisfactory security is a very 
different thing from money being sent in by others for invest
ment. 

1\Ir. DEPEW. Repeal the protection upon cotton and you 
wipe out the manufacturers in North Carolina, South Carolina, 
and· Georgia. Repeal the protection upon iron and the phenom
enal progress and development of Alabama, Tennessee, and 
West Virginia will cease. I do not wish to differ with my 
friend from Georgia, but it is hard for me to understand, if his 
statement is correct, that the South found its own capital for 
these manufacturing enterprises, where a purely agricultural 
people, who had no personal property in 1865, got two hundred 
and fifty millions of capital in 1880, six hundred and fifty mil
lions in 1890, one billion one hundred and fifty millions in 1900, 
and two billions one hundred millions in190S and that none of it 
was contl"ibuted from outside sources. The profits of cotton 
must be beyond precedent. 

sis. 'Ve will take cure of pineapples, but not on u re¥enue basis. 
Under the practice of protection, the national nerYous system 
will be unimpaired. 

New York is the hugest manufacturing State and has the 
greatest variety in the product of her mills.and her factories. 
I have been in receipt of at least a hundred letters a day for 
months and have had at least a thousand of my constituents 
here upon these questions. They have been the manufacturers 
and the employees, men and women, in the factories, ·and the 
farmers and the people of the localities in which these manu
facturing industries are located. There is almost unanimity 
of sentiment that they are all consumers as well as all pro
ducers. 

The 3{),000,000 people who are in gainful pursuits, eliminating 
those who are single, and giving an average family to those 
who are married, make up nearly the entire population of the 
United States. In their living as well as in their prosperity 
they are absolutely dependent upon each other. None of them 
can live by himself and no occupation can exist by itself. It is 
the interdependence of the industries of our States which con
stitutes the strength of the American people and the wealth 
of the American Union. I was asked by Mr. McKinley in 1896 
to make campaign speeches through the wheat and corn belts 
of the West. I found the farmers everywhere looking to free 
silver or any other panacea for relief from their condition. 
Wheat was 60 cents and corn 15 cents a bushel-. Upon that they 
could not meet the interest upon their mortgages and they had 
difficulty in paying their taxes and there was no market for 
their horses and cattle. Why was there this condition among 
the farmers? We had a larger population in 1896 than we had 
in 1890 when they were prosperous. It was because the ex
periment of modified free trade had closed the factories and 
turned 3,000,000 wage-earners in possession of jobs to 3,000,000 
out of a job and out of money. In other words, the farmer had 
lost his market because the consumer had lost his job. 

We have had since 1897 phenomenal prosperity, employment,. 
and wages, the farmers now getting a dollar and twenty-five 
cents a bushel for wheat and sixty cents for corn, and there is 
an open market for their stock. The farmers have paid off 
their mortgages, they have large surplus in the banks, and they 
are enjoying a prosperity such as has never been known by 
any agricultural people in the world and never known by our 
farmers before. It is because protection has created the market, 
has created the money maker, has created the money spender, 
and has demonstrated the interdependence between the farm and 
the factory and between the producer and the consumer. The 
rise in the cost of living is not in rents, clothes, boots and shoes, 
or railroad travel, but it is in food. To suppose that under these 
conditions the farmers of the country believe that under this 
principle they are burdened and oppressed in order to support 
their fellow-countrymen who are engaged in other pursuits 
and who, by being engaged in these remunerative pursuits, are 
their consumers and customers, is absurd. 

I have admired the Senate all my life. The giants of the 
early period-the great triumvirate, Webster, Clay, and Cal
houn-created the sentiment that this is the most august assem
bly in the world. But their speeches, wonderful in their liter
ature, covering exhaustively a wide range of subjects, very plati- . 
tndiuous and lengthy, would not command a Senate of to-day. 
They are devoid of humor, and humor is necessary for a modern 
statesman. The thoughtful and thoroughly prepared speeches 
delivered during this session are worthy the best efforts of the 
greatest reputation of the Senate and more interesting. 

Au income tax has been urged by the Senators from Texas 
[Mr. BAILEY], Iowa [Mr. CuMMINS], and Idaho [Mr. BORAH], 
It is advocated with great ability and a great array of prece
dents is cited to support their contention, and the answer of 
the Senator from Utah [Ur. SUTHERLAND], who has just taken 
his sent, has been most able and conclusive. 

The whole question rests upon these words of the Consti
tution: 

Direct taxes are to be laid in such a manner that each State shall bear 
a proportion of the whole tax equal to its proportion of the whole 
population. 

In rendering the opinion of the court in the Pollock case, 
Chief Justice Fuller summed up his conclusions as follows: 

Illy friends from Floridu, I think, state as fairly as any of 
the Senators on the Democratic side the Democratic position, 
which is, tllat they wish tlJe idea of protection to be entirely 
eliminaterl from th0 scheriulcs aud that the tariff should be 
based upon the Walker doctrine of only sufficient revenue to 
yield the sum required for carr;ring on the Government. Upon 
that basis the junior Senator from Florida made a most elo· 
quent appeal on behalf of a revenue upon pineapples, not for 
protection, but purely for revenue. Under the schedule pro-

d b Fl 'd th d t · · entJIJles will b · ed to Our conclusions may therefore be summed up as follows: pose Y ' Ol"l a, e u Y upon Plll ' e raiS First. We adhere to the opinion already announced that taxes on real 
128 per cent. ~'he distinguished Senator, in the course of his estate, being Indisputably direct taxes, tuxes on the rents or Income of 
eloquent rc>mnrks, said the nerves of the human anatomy were real estate, arc equally direct taxes. 
gathered nt the base of the spine, and an injury to the base Second. We are of opinion that taxes on personal property or on the 

h income of personal property are likewise direct taxes. 
of the spine attacking the whole nenous system led to t e Third. The tax imposed by sections 27 to 37, Inclusive, of the act 
paralysis of the entire body. In the anatomy of our country, of 1894, so far as it falls on the income or real estate and of personal 
with the head in l\Iaine, the base of the spine, as he believes, is property, being a direct tax within the meaning of the Constitution, and 

· therefore unconstitutional and void because not apportioned according 
Florida. Then, a failure to put 128 per cent, not for protection, to representation, all those sections, constituting one entire scheme of 
but for re,·enue, upon pineapples· would lead to national paraly- taxation, are necessarily Invalid. __ · .. ~..:........___ __ 
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The object and aim then of these long speeches which are 

ns nble as :my ever delivered at any time in this body are to 
hnve the Senate reverse the Supreme Court. It is better when 
a decision of the court of last resort is against the judgment of 
counsel to present to the public what the counsel would have 
said if he had been a judge than to adopt the Femedy which 
Judge Grover, of our New York court of appeals, said was the 
only one left for the defeated attorneys and that was to go 
down to the tavern and curse the court. One Senatur wishes 
distinctly to challenge the Supreme Court with the idea that 
the argument and decision in the Pollock case will be reversed. 
Another Senator wishes to have it introduced as a principle in 
our political economy, even if the tariff is- to be reduced in order 
that there may not be au exceS/3 of income over expenditures. 

Unless, as in war times, there is an absolute necessity for an 
. income tax, it is the m.ost direct possible attack upon tile pro

tective system. The only way in which the surplus revenues it 
would produce, and which are not now needed, could be taken 
care of, would be either a horizontal reduction of the tariff to 
bring the revenues down to the expenditures or else to enter 
upon a bacchanalian saturnalia of extravagance. 

No one has been able to refute the conclusions of the Finance 
Committee that the bill under discussion will yield several 
millions in excess of expenditures. It is claimed that the 
income tax will produce between sixty and eighty millions of 
dollars annually. This would create a dangerous surplus and 
impose a burden for no other purpose ·than to establish a 
theory. A theory which will cost the taxpayers of the country, 
and, in the analysis of distribution, all the people, $80,000,000 
which the Government does not need and for which it has no 
use, is the most expensive educational propaganda ever ex
ploited. It has been suggested by its advocates that the tariff 
could be reduced to meet the excess caused by the income tax, 
but a reduction would lead to larger importations and greater 
revenues and at the same time take our American market from 
our own workers and give it to their foreign competitors. On 
the other hand, if a prohibitory tariff was adopted to decrease 
customs revenues, that would defeat the Republican doctrine of 
competition with protection and create monopolies. 

There is one point which strikes me in the question as to whether 
the fathers in forming the Constitution intended that the clause 
providing that direct taxes should be apportioned among the 
States according to population referred only to revenue from 
land and not income from personal property. The Constitution 
was a compromise between the large and populous and the 
small and sparsely populated States. The small States de
manded that in some way they should be protected. The de
vice to protect them was that, regardless of their population, 
each State should have in the Senate practically two ambas
sadors with equal vote and equal power. There was as great 
disparity then as there is now between the States of large 
population and those of smaller population. The taxing power 
nnd its destructive possibilities were thoroughly understood, 
and the great States of New York, Pennsylvania, Virginia, and 
Georgia ne•er intended that they should be outvoted and made 
to bear undue burdens because of the votes in the Senate of 
the smaller States. There are 15 States with 30 Senators in 
this body whose aggregate population differs only a few thousand 
from that of the single State of New York with two Senators. 
New York has one-seventh of the property of the country. It 
has one-twelfth of the population. Yet, under an income tax, 
it would pay 33 per cent of the burdens of the Government. It 
is absurd to suppose that with the States rights views that ex
isted among the statesmen of the formative period and in the 
Constitutional Convention they ever intended that any system 
should prevail which would distribute so unequally the burdens 
of the Government among the various States. 

There is another view which strikes me very forcibly and 
which has not been presented. The time has come to draw 
the line between the sources of re•enue for the Federal Govern-

. ment and those which shall be left with the States. The 
Federal Government has unlimited opportunities for revenue 
through the customs and by internal-revenue taxation of al
most limitless Yarieties and by other methods. The States 
must deal directly with their people. I was talking a few days 
since with the Hon. Edwin A. Merritt, chairman of the com
mittee on ways and means of the lower house of the New York 
legislature, who expressed alarm at the inheritance and income 
taxes being absorbed by the Federal Government. The expenses 
of the States, with the public improvements which have become 
necessary by the extraordinary development of the last quarter 
of a century, arc Increasing in geometric ratio. 

When I was chairman of the committee· on ways and· means 
in _the Io"·er house of the New York legislature, forty-six years 
ago, a tax levy of $8,000,000 would have led to a political revo
lution. The tax levy this year is thirty-seven millions, and it 

has increased from twenty-two to thirty-seven within· the last 
decade. There was levied in· the State of New York in 1907 
by direct taxes--that is, city, village, county, and town-$180-
942,341.27, and by indirect tax, $32,339,707.49, making a tot;l 
of direct and indirect taxes of $213,282,048.76. A direct tax 
for State purposes has been abolished in our State. The State 
goyernment is carried on by indirect taxation. This came be
cause of the enormous burdens of local taxation, amounting to 
$181,000,000 a year. Our indirect taxation comes from taxes on 
corporations, organization of corporations, inheritances trans
fers of stock, traffic In liquor, mortgages, a:i:td racing ~ssocia
tions, according to the folloWing table: : 
Tax on corporations----------------~----~---~---- $S, 581, 223. 44 
Tax on ortanizations of corporations_:..______________ 391, 423. 18 Tax on in erit1nce ________________________________ 5,435,394.97 
Tax on transfer of stock-------------------------- 5,575,986.64 
Tax on traffic in liquor____________________________ 9. 697,504. 24 
Tax on IIlOrtgages--------------------------------- 2,442,249.73 
Tax on racing associations _______________________ _:_ 215, 925. 29 

Total -------~~---------------------------- 32,339,707.49 
It is evident· from this that, with the budget five millions 

more than the amount raised from these sources last year, the 
State must soon find other sources of revenue. Several States 
have already adopted an income tax. No one would advocate 
that there should be double taxation by the General Govern
ment and by the States, for the burden would be intolerable. 
It seems to me, therefore, that it is a fair claim on behalf of 
the States that this direct contact with their citizens by inherit
ance and income taxes should be left to their administration. 

M:y colleague, Senator RoOT, clearly and ably answered the 
question the other day as to whether the property owners bore 
a substantial part of the burdens of the Government by proving 
what they paid and its percentage in the country as a whole. 
This New York tax levy, I think, is a close and up-to-date 
illustration of the same point from our own State. I know froD;l 
personal experience with the estates for which I am counsel 
that r~al estate located in the best parts of New York City 
pay to-day double the taxes which they did eight years ago 
and without any increase in rents. The effect of this is that 
the income from real estate in New York is nearer 3 than 4 
per cent. 1 

The taxes on railroads in the State of New York are first 
upon their real estate, at full value, in the several towns, then 
a franchise tax, then a tax upon capital stock, then a tax upon 
bonded ·debt, gross earnings, and dividends. In the case of the 
New York railroads which pay dividends, this amounts to over 
15 per cent of their net income. Of course this is an assessment 
upon the income of the stockholders to that amount. 

The income and expenditures of the Government can be cal
culated for a series of years to come with almost mathematical 
certainty. I have heard no criticism which successfully con
troverts the conclusions of the Ways and Means Committee of 
the House and the Finance Committee of the Senate. Includ
ing pensions, 55 per cent of our total expenditure is on account 
of war. Expenditures are not likely to increase as fast as 
revenues, and there will necessarily come in the course of 
nature, now that forty-four years have passed since the close 
of the civil war, an annual decrease in pension appropriations. 
The civil expenditures are entirely in administrative control. 

All European nations are burdened with gigantic national 
debts. 'l'hese debts are the inheritances of great and little wars. 
Our national debt has been so reduced since the civil war that it 
is a negligible quantity compared with our resources. We should 
enlarge the national debt, not for war but for the most benefi
cent purposes of peace, if we are to enter upon a proper policy. 
We have begun on the right course in the Panama Canal by 
borrowing the money for its construction. It is proper that 
posterity should bear their proportion of a burden of which 
they are to be the principal beneficiaries. If we enter upon, 
as we will in the future, au intelligent and thoroughly prepared 
scheme of inland waterways, that also should be done by the 
issue of long-time bonds, for posterity again will be the benefi
ciaries and ought to bear their share of the burden. 

We are all in receipt of letters and resolutions of commercial 
bodies in reference to the creation of a permanent tariff com
mission. The Senator from Indiana [1\fr. BEVERIDGE] and the 
Senator from Nevada [Mr. NEWLANDS] have ably and elo
quently presented the affirmative of that proposition. They base 
their argument largely upon the success of the Interstate Com
merce Commission; but there is no analogy between the duties 
performed by and the obligations which rest on the Interstafc 
Commerce Commission and those which would devolve on a per
manent tariff body. It is the nature of a commission to seek to 
enlarge its powers and to exploit its beneficence. A permanent 
tariff commission, with a permanent lobby ·rern·esenting; · the 
2,009 items in the tariff bill and backed by the inti uence of the 
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Mr. DIXON. I have been v-ery much int.erested in th,e Sena- had advocated and secured the repudiation of the Mississippi 
tor's ·desct·iJ >tion of the apparent inconsistencies 011 this side state debt. 
of tl1e Chamber, and I am frank .enough t.o say, with some Walker did not have the excuse of ignorance for making that 
d-egre€ of truth, I think. But now, as the great expounder of statement. He knew it was not true. He knew that when that 
Democratrc doctrine, how does he at this time square his pr-es- Mississippi public debt was repudiated Jefferson Davis had not 
ent declaration of a tariff for revenue on lumber wl.tll tllat pro- entered public Hfe. He knew that a part of the time that the i 
-vision of the Democratic national platform adopted at Den-rer controversy raged Mr. Davis was an officer in the Army of · 
last June, which declared:· the United States, from which he resigned; and when the ques-

We demand the immediate repeal of the tarlfl' on wood pulp, print tiun was at it$ point of -decision, Mr. Davis was sp-ending seven 
p!lper, lumber, timber, and logs, and tb.at those articles be placed upon years of retirement in diligent study, in the quiet of his ·Briar
the free list? · · ficld planta~on, and took tibsolute]y no part ii;J. that controver!U". 

Mr. BAILEY. I understand that, just .as I do the declara- An-d yet, Wlth a knowledge of that faet, Mr. Walker, in order·'
tion for. free raw materials generally. I utterly refuse to be to prevent the sale of confederate securities, represented to tne ,·c 
bound by it, because it is not a Democratic doctrine. I under- British people that l\Ir. Davis was responsible for the repudia-::·,·. 

·stand it was declared by .a Democratic convention, but, Mr. tion of l\fissislt1ippi's DubUc debt. . · · . · i 
President, yielding -obedience, absolute and implicit <Obedience, Now, Mr. President, I want to say, and I ·can not reiterate u·,,~. 
to any declaration of principles which :my party may make-and too often-because no matter how much I reiterate it, :tt :·~. 

· when I can not yield that obedience I will withdraw from will ·be misrepresented-that a Democrat must vote for low' .. 
membership in it-! yet refuse to. allow a set of delegates, duties which raise revenue and must not vote for high duties to'·. 
selected by the people absolutely without referenoo to a ques- a~ord protection .. But ·when I state this Democratic rria.:dm ~~ 
tion of that kind, but selected almost solely with a view to the some shallow-minded men call me a" protectionist." They seem'~;. 
candidacies of men, to assemble in a· convention and assume the to think that a Democrat must vote .foi· every motion to put any\' 
function of legislators. The business of a national convention article on the free list, and when we point to a 'low rate, a good'·: 
is to declare the principles of the party; and if they are not revenue, and fortify the low rate and 11.bnndant revenue with ;: 
willing to trust the Senators and Representatives bel>Onging to the authority of an ideal Democratic tariti act, they still 1:iay :·· 
that party to apply those principles according to wise ·details, we are protectionists. . .. 
they ought to select some other Senatot·s and RepresenmtiYes, Mr. President, I would like to see a Democt·at of that kind · 
and they v;rill have to do it in my case. That is my answer. malce a tariff act. What would he do? He would have nine- • !· 

.Mr. President, the Walker tarilf act wa:s the ronsummate tenths of our imports on the free list and one-tenth. on .the., 
wisdom of a Democratic Sect·etary <lf the Tr-easury, and perhaps dutiable list, and -the more artides he would .PUt on the free 
the greatest Secretary of the Treasury the Democratic party 1ist the higher he would be compelled to make the duty on 
ever .contributed to the Nation; and I say that, admitting at those left ou the dutiable 1ist, and it Is the sagacity of our 
the same time that I do not re>ere his memory. He sat in Republican friends, who understand that, which furnishes the 
this Senate from my native State, whose people honor-ed hi.m explanation of such a,long free list in the pending bill. 
as they would have honored one of their own :flesh and blood, F'Qr the enlightenment of Democrats and Republicans alike, I 
and yet, when that .cruel conflict between the sections came, he want to show you that the shortest :provision in the Walker· 
bore the .commission of the General Government to .a foreign tariff act was its first, and one of the shortest was its last Sched-

. nation and libeled the people of Mississippi. I have not for- ule. The first was the schedule whose duties re:J.ched 100 per 
gotten that, and I shall not forget it. But, holding his memory cent, and it was just thre€ lines. I will read them: . , 
in abhorrence for that disloyal deed to the people who had Brandy or <Jther spirits distilled from grain, or other materials; eor- · · 
loved, honored, and trusted him, I yet pay him the just and well- dials, absinthe, a.rr.a.ck, ettraeoa, kirschw:asser, liqueurs, marasehino, 
-deserved compliment of saying that the Democratic party has . ratafia, and ail otaer spirituous beverages of a similar chara-cter. , 
never contributed to a eabinet created since the foundation of · That was the shortest. Now, except for the provisos, one ·of~ 
this Republic an abler man than Robert .J. Walker; and, even · the shortest schedules of that act was its free nst, ttnd that free 
among his adYersaries, he is esteemed in intellect second only to list was largely confined to articles that were not for sale and ' 
Alexander Hamilton among the men who ha>e occupied the high were not brought into the United States for the purpose .of sell
position of Secretary of the Treasury. ing them. .And yet, when Mr. Walker was advising Congress 

I prefer to aceept the doctrine written in a Democratic bill how to construct a tariff act, he advised that if this ;act, as 
upon the ·recommendation of the greatest of Democratic Sec- then framed, would not raise sufficient revenue, not to :put a 
.retaries of the Treasury, written there deliberately after we€ks higher duty on any of the dutiable articles, but to tak€ some 
Rnd months .of consideration, than to surrender my judgment nrticles off of the free list and put them on the dutiable list .. 
and my conscience to a national. convention wllose delegates The philosophy ·Of that is appat-ent. The more numerous the 
were not authorized or commissioned to speak upon such mat- articles on which you Jay a duty, the lower we can make the 
ters of detail. duty on every article. 

More than that, ·1\fr. President, I have the satisfaction in To illustrate: Suppose yon have 2;000 articles imported, and 
this case of living up to the Democratic doctrine, without the you have $300,000,000 of revenue to raise through your cnstom
·suspicion .of n desire to serve the people whom I h.a>e the · houses. If you place 1,000 articles on the free list, you are com
honor in part to represent in this Chamber. It makes no pelled to make the other 1,000 articles raise the $300,000',000. 
difference to the people of Texas whether you impose a duty In other words, under a tariff bill so constructed, a thousand 
on lumber or put it on the free list, for freight rates make it articles must yield $3()0,000,000; whereas under a tariff bill 
impossible for Oanadian imports to affect the price of lumber where a duty was levied on every imported article, 2,0'00 articles 
in Texas. would raise the $300,000,000. The more numerous the subjects 

Mr. ALDRICH. 1\fr. President-- of taxation the less onerous the tax can be made on -every sub-
The PRESIDI~G OFFICER. Will the Senator from Texas jcct. That is' elementary. That is so plain that the marvel is 

yield to the Senator from Ithode Island? that any man has ever misunderstood it. 
Mr. BAILEY. r will. 'l'he free list is not a Democratic invention, except in rare 
Mr. ALDRICH. I agree with the Senator from Texas in his instances. The free list is a Republican invention. Th.ey under

admiration of Mr. Hobert J. \Yalker. 'l'he Democratic party stand that by taking the duties off of those articles which they 
have twice since 184G l111d the oppm:tunity in the House of Repre- do not choose to proteet, they can make an excuse for laying a 
sentati>es to frame .a tariff bill. Once they had the control of higher duty on those things which they do choose to protect. 
both Houses and prepared and passed a tariff bill. Those bills 1\Ir. President, the Senator from Minnesota [IIir. CLAPP], at 
1vere as unlike t1Je act of 1846 as the act which is now pending the conclusion of his very interesting address, indulged in a 
in this Senate is unlike the first tariff bill passed in 1789. burst of generosity. I do not say that in any satirical s'ense, 

1\fr. BAILEY. 'I'hat is true; and there is an explanation for because he .is both a just and a g.enerous man; and while I 
that, but it would require more time than I now care to con- do not agree with him upon the principle which und-erlies the 
sume in making it, and, besides, it is not relevant. construction of a tariff bill, I do pay him the compliment of 

Mr. President, haYing said what I did about 1\fr. 'Valt:er, I saying that I Lelie>e he earnestly strives to do what he thinks 
think 1 am required to be a little more specific than I was. I is best for all the people. In a burst of generosity the Senator 
dismissed him with the statement that he had libeled the people from 1\Iinnesota turned to us and said that there is not a man 
of my native State TI·ho had honored and trusted him, and that on this side who would strike down an American industry; and 
statement needs some qualification. \Yhat l\Ir. 'Yalker did do h-e is right. nut, lllr. President, while no man on this side 
was this: As the agent of the Gm·ernment of the United States \vould strike down an industiT, neither would any man on this 
in Great Britain, he toltl the British people that Jefferson D:wis, side compel a thousand men to hold up any one man's industry. 
once a Senator here, afterwards, and at the time Mr. 'iValker That is our objection to your protectiYe tnriff. 
made the misrept·esentation, president of the Confederate States, Mr. ALDIUCH. Will the Seaator yield? 
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1\!r. BAILEY. Certainly. 
Mr. ALDRICH. \Ylwn did the doctrine of free raw material 

cease to be a Democratic doctrine? · 
Mr. BAILEY. When men like myself came into power in the 

Democratic party. 
l\Ir. ALDRICH. ~rere there any exponents of that doctrine 

before the Senator from Texas--
1\fr. BAILEY. Oh, yes. 
1\Ir. ALDRICH. Or since, outside of the Senate Chamber? 

I have failed to obsene them. 
l\Ir. BAILEY. If the Senator from Rhode Island will read 

the Democratic platform of 1896 on the tariff question, he will 
find the renunciation of the old doctrine. I drew it, and I drew 
it with that distinct idea in my mind. 

Mr. ALDRICH. But, Mr. President-· -
Mr. BAILEY. If the Senator will permit me, one of the 

purest and best men who ever occupied a seat in this Chamber, 
or who ever served this Republic in any capacity, offered it in 
the Democratic platform committee. I drew it at the request 
of the late John H. Reagan, who was, in that convention, a 
delegate from our State. 

Mr. ALDRICH. But Grover· Cleveland was still living. 
Mr. BAILEY. And did not support the ticket. 
Mr. ALDRICH. And the galaxy of brilliant men who made 

the Democratic party great in his time were then alive, and no 
one of them, and no leader of any conspicuous character except 
the Senator from Texas, at that time was courageous enough 
to say that the Democratic party proposed to abandon the doc
trine of free raw materials. 

Mr. BAILEY. The Senator from Rhode Island surprises me. 
About 1\Ir. Cleveland I shall utter no word of censure. He 
has accounted in another place for the deeds done in his body, 
and, at least until the clods have settled on his grave, he shall 
be exempt from my reproaches; but without intending to ·sug
gest that he refused to support our party, though our party 
had three times supported him, the Senator from Rhode Island 
is not unmindful of the fact that Mr. Cleveland and the 
brilliant men who, he says, made the Democratic party, did 
not then support the Democratic ticket, and it was not merely 
on the money question, about which many men honestly differed, 
but it was also on the tariff question; because, while speaking 
in the name of Democracy, they spoke against the Democratic 
party and denounced us for having abandoned the Democratic 
attitude on the tariff question as well as for having assumed a 
false attitude on the financial question. 

Mr. ALDRICH. There was one man who at that time was 
even perhaps more conspicuous in Democratic circles than Mr. 
Clevelanrl-Mr. William J. Bryan. He was then, as he is now, 
so far as we can judge by his platforms and his doctrines, in 
favor of free raw materials. 

Mr. BAILEY. If that was true, it would not convince me. 
It is true that Mr. Bryan carne into Congress under Mr. Cleve
land's administration; or rather, Mr. Bryan was serving his 
second term when Mr. Cleveland was inaugurated the second 
time. It is true, and we make no concealment of it, as we make 
no explanation of it, except to state the fact, that at that time 
the Democratic party did advocate the doctrine of free raw rna-. 
terials. The Democratic party did not, as a party, believe in it. 
It was a matter of expediency with nearly all of them. In om· 
southern country we were told that if we would agree to take 
all the burden off of the manufacturer's raw material he would 
agree to relieve us from some of the burdens imposed upon us 
when we purchased his finished product; and to that proposi
tion we yielded our support; but it never convinced our judg
ment. 

It was not only an absurdity, but it was the grossest ab
surdity that any set of men ever attempted to impose on any 
other set of men in the history of American politics. Think of 
it. For a hundred years the Democratic party had denounced 
protection as a special favor to manufacturers; for a hunared 

- years the Democratic party had denounced the manufacturers 
as the advocates and beneficiaries of an unjust system of taxa
tion; and yet, all ilt once, by some mysterious and unexplained 
and unexplainable power, we were persuaded to change our at-· 
titude and to solemnly announce that we would give the bene
ficiaries of the protective tariff the benefit of free trade. De
nouncing protection as a robbery of the many for the enrich
ment of the few, denouncing it as a system of special favor, 
we were persuaded to agree that the very beneficiaries of pro
tection in what they sold should be the only people in the 
United States to enjoy the admntage of free trade in what 
they bought. There never was anything more absurd and unjust. 
It was ilidefensible then; it is indefensible now; and in my 
judgment no real Democrat will ever again attempt to defend 
it as a policy of the Democratic party. 

That men mnke mistnkes I grant you. But I have the candor 
to repudiate in express and unequh·ocal language the mistakes 
which my Democratic predecessors have made, and it is a pity 
that the Senator from Rhode Island does not imitate my ex
ample. 

Mr. ALDRICH. 1\Ir. President--
The PRESIDING OFFICER. Does the Senator from Texas 

yield to the Senator from llhode Island? 
Mr. BAILEY. When I finish the Senator will probably see 

the point. I have an income-tax amendment pending to this 
bill. The Republican party passed the first income-tax law. 
It passed it, I grant you, in a time of war, but it passed it 
when the Government of the United States was spending less 
money than it is spending to-day in these piping times of peace .. 
Now, when they came to repeal it, in time of peace, the most 
distinguished Republicans resisted its repeal and declared that 
it was a sound and philosophic method of taxation. Why do 
you not say they were wrong, or else vote like they voted 1 

l\fr. ALDRICH. Mr. President-- -
The PRESIDING OFFICER. Does the Senator from Texas 

yield to the Senator from Rhode Island? 
Mr. BAILEY. I do. ' . 
1\Ir. ALDRICH. The Republican party; charged with the 

greatest responsibility ever placed upon any party, imposed, un
der the stress of those days, many onerous taxes. That con
stitutes, in my judgment, no reason why we should reimpose 
onerous duties at this moment. 

:\fr. BAII.EY. 'J:hat answer would suffice if we did not have 
au onerous government to support. But the Senator from 
Rhode Island can not forget that with eighty years of history 
behind us-eighty glorious years; eighty years of peace, con
tentment, and marvelous progress-when the rude alarm of 
that great war called this country to anns, the expenditures 
of the Federal Government were only about $60,000,000-a 
frugal government; a happy people, of simple tastes and hab
its-and we were expending the sum, then sufficient, now con
sidered paltry, of $60,000,000. Eighty years we l~ved, we pros
pered, we were honored abroad and content at home, and yet
the expenditures for the federal administration took but 
$60,000,000 from the energies and from the savings of the 
American people. 

In these last fifty years or less we have multiplied that ex
penditure from $60,000,000 to $600,000,000, and, not content with 
that wasteful extravagance, we have now multipiied six hundred 
million by almost two. 

As against the $60,000,000 which the Government was ·spend
ing in 1861 we have a burden now of more than a billion every 
year, and yet the Senator from Rhode Island seems to forget 
that a burden can be as great in time of peace as it is in time 
of war. Who would have propl1esied that the Republican party, 
born. in a protest against what it called the arrogance and 
wealth of a class, would ever have so forgotten its primitive 
lessons that now its great leaders stand here and denounce 
those of us, or, if they do not denounce us, they denounce our 
protestations against this modern extravagance? 

If the Senator from Rhode Island will go back to the earlier 
and the better, the simpler, and happier days of this Republic 
and retrench these expenses, I will agree to withdraw the 
income-tax proposition. In other words, if he will lift the 
burden under which the toiling and consuming masses are 
stooping to-day, I will not quarrel with him about how he lifts 
it. I protest against the injustice which lays upon the people 
who toil, and who toil, thank God, without much complaint, 
this enormous burden of a billion dollars every year. 

Mr. President, if you will add what our towns, our cities, 
our counties, and our States are r;;pending to the stupendous 
sum which the Federal Government is spending, it amounts to 
more than the value of our cotton and our wheat and our corn 
crops all combined. This vast sum would be too much for any 
kind of a government, and for the kind which you are now giving 
the people it is a criminal waste. 

Let the Senator from Rhode Island and those associated with 
him in responsibility for this administration reduce this burden 
until the people can bear it without subtracting from their corn
fort and their happiness, and I will join him. But unless they 
retrench the expenditures until they shall reach a point where 
the people can endure them without serious inconvenience, I 
shall insist to-day and to-morrow and all the to-morrows that 
come, as long as I have the honor to remain a Senator, untU 
an income tax is adopted as a part of our fiscal policy; and it 
will be advocated within the next ten years by Senators who 
will vote against it in this Congress. 

Why, sir, the very argument-and I violate nobody's confi
dence when I say that-with which they are seeking now to 
persuade Republican Senators to vote against the income-tax 
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amendment is that they will try this bill, and if it does not raise the other. If we can so arrange the provisions of one as to be 
rcvenne enough, they will have an income tax of their own. acceptable to all friends of an income tax, we will do that. If 
To some Senators they say they will frame a law agreeable to we can not do that, then we will do the best we can in that 
the opinion of the Supreme Court, but they select their man direction. 
when they make that statement. They never make that to a If the Senator from Rhode Island will withhold his objec~ 
law-yer who is entitled to a license to· practice in any court, tion and allow us to take n vote on my amendment on Thurs
because Utere is not a lawyer in America entitled to admission day, I think undoubtedly he will expedite the consideration of 
to the bar who does not know that it is impossible to frame a his own measure. Somebody else can object. I give notice to 
law conforming to the decision of that court which could pass the Senator from. Rhode Isla_nd now that if he objects to my re:
th~ Senate Oi:' any other body of sensible men that you could quest I will object every time he prefers a request to fix a day 
assemble in the United States; for the only law that would to vote on the bilL I do not make that as a threat, but I simply 
conform to the decision of that court would be a law that ex- say that we are going to fix a time for a vote on this amend.- . 
empts the incomes arising from colossal fortunes and taxes ment before we will ever fix a time for- a vote on the bill. r ,, 
only the incomes that arise from the exercise of brain and say; besides that, I will not couple them again. The Senator · 
muscle. · A good many people would escape the tax: if it were from Rhode Island will permit me to vote on this amendment : 
laid on the exercise of brain who would have to pay it if it is before he ever gets unanimous consent to vote on his bl.Jl. · 
Iaid on the income of property. That is the orderly way, and I hope the Senator will not: in~ 

I am anxious for the vote, because I want to see how much terpose an objection. · · 
progress they have made with that kind of persuasion. I do Mr. McCUMBER. I wish to amend my amendment so that 
not call it an argument, for it is not an argument. When this it will be limited somewhat. I move to strike out all after the 
measure was first introduced, we had a clear majority for an word "measure," in line 8, page 69, paragraph 197, down to 
income tax~ A vote will disclose if that majority ha;; been and including the rest of the paragraph. That simply leaves 
converted into a minority. I am eager to see whether that is the paragraph read: 
true, and the country wants to learn the truth. Sawed boards, planks, deals, and other lumber of white wood,. ayca· 

So anxious am I, Mr. President,. to know the result that I more, and basswood, 50 cents per thousand feet, board measure. 
now aslt unanimous consent that the Senate vote on the income- It leaves in all of the other schedules except the part of para;.; 
tax amendment to the tariff bill before it adjourns on Thurs- graph 197 following the word " measure; " for instance, it leaves . 
day next. · 

The PRESIDING OFFICER. The Senator from Texas asks in paragraphs 199 and 200, paving posts and so· forth; para
graph 201, clapboards; paragraph 202, hubs for wheels and so 

unanimous consent that on Thursday next a vote be taken on forth; and it also leaves in laths, pickets, and shingles; 
the income-tax amendment. 

Mr. ALDRICH. I have already suggested several times in Mr. ALDRICH. I ask that a vote be taken by yeas and nays 
on this amendment. 

the hearing of the Senator from Texas that I shall object ·The PRESIDING OFFICER. The question is on agreeing to 
·to fixing any time for a vote upon the income tax or any of the the amendment proposed by the Senator from North Dakota_ 
other pro-risions of the bill until we can agree to take a final Mr. McClThiBER. I offer it as a substitute for the former 
vote on the bill itself. · amendment. 

Mr. BAILEY. That is unreasonable. I am perfectly willing l\ 
myself for· the Senator to have a vote on his bill. I interpose no Ir. ALDRICH. There is no objection, I take it, to the Sena-

tor modifying his own amendment~ 
objection, and I only ask that I may have a vote on my amend- Mr. ]rfcCUJ\ffiER. Very well; I withdraw the other amend· 
ment. When. the vote is taken on my amendment, I will not ment and substitute this amendment for it. ' 
object to the Senator's request for a vote on his bill; and if Mr. STONE. I ask that the amendment be read. 
Senators on that side object, he can apply his discipline. The SECRETARY. Instead of striking: out all of paragraph 197, 

Mr. ALDRICH. I am in hopes that within a very short time it is proposed. to strike out all of the paragraph after the word 
we can get a general agreement, which will include everybody "measure," in line 8--
on both sides of the Chamber, for fixing a time to vote on-the Mr. McCUMBER. 1 am not affecting anything now but para, 
bill. 

Mr. CLAPP. I wish to remind the Senator from Texas that graph 197· I move to strike out all of paragraph 197, after 
t11e word " measure," in line 8. 

the only time it came to the point of an objection, if I remember Mr. DANIEL. I ask .that the words proposed to be stricken 
correctly, the objection came from his side. out be read. 
, . Mr. ALDRICH. The Senator from Virginia [Mr. DANIEL] Mr. ALDRICH. The effect of the amendment, I understand, 
objected. is to put rough lumber and finished lumber on the free list. 

Mr. BAILEY. There was an objection before that on your Mr. JOHNSTON of. Alabama. I have a substitute that I de· 
side. sire to offer. 

Mr. ALDRICH. I will compromise with the Senator from The PRESIDING OFFICER. The Senator from .AJabama 
Texas by taking a -rote on the pending amendment now, if that offers an amendment to the pending amendment. 
will be agreeable to him. 

Mr. BAILEY. I want to give notice to this effect, that J"ust Mr. JOHNSTON of Alabama. I offer as a substitute what Ii 
send to the desk. 

as soon as the pending amendment is disposed of I shall offer llfr. BEVERIDGE. Is the amendment in order'! 
the income-tax amendment. I give that notice in fairness and in l\Ir. GALLINGER. Certainly, it is in order. 
justice to everybody, so that all Senators may know. Of course Mr. JOHNSTON of Alabama. It is not an amendment to a: 
the better place for it would be at the conclusion of the bill. It committee amendment. 
could then be sectionized. But that is a mere matter of form 
and unimportant, because in the conference committee they can The PRESIDING OFFICER. The Chair understands that it 
transpose it and insert it at the end of the bill, with the sections is a substitute for the amendment of the Senator from North 

numbered without any trouble. D~~~~~LDRICH. Which is an amendment to the provision of 
Mr. ALDRICH. We are now considering the dutiable list of th H s 

the tariff, ancl I will assume that the Senate will not proceed to ~I ou Ee.r I . 
the consideration of a provision which is entirely foreign to that. r. B \ ER DGE. And not an amendment to the committee 

• ! amendment? 
I a_s~ume they w1ll not. i Mr. ALDRICH. It is not. 

Mr. BAILEY. Of course the Senator means to say by that 1 l\I CULLOM It ·s ·n 
0 

d r 
that he "ill make a point of order that it is not germane. r. • · r 

1 1 r e · 
Mr. ALDRICH. l\o; I will ask the friends of the bill, who The PR~SI_DI)lGl OFFICE:a. The ame~dmen_t propos~d by 

are considering the bill by paragraphs, to go on with the con- the Senator from A abama w1ll be read for the mformatwn of 
sideration and not take up ;my extraneous matter. th~:engte. It . . d . . 

Mr. BAILEY. I have agreed time and again, and every e . .cF.~RETARY. 1S propose to msert as a substitute the 
Senator on this side bas agreed, that for the convenience of followmg · 
those in charge of the bill they might pass provisions, and they Nothing contained In this act shall prevent the admission free of 
have gone from the first to the last, and then back to the first duty of the following articles: Lnmber of all kiuds, laths, shingles, 

doors, and door locks and hinge&, window frames, window sashes, bricks, 
and then to the middle. All that has been done by common lime, cement, slate roo!lng, nails, carpenter·s tools, common window 
agreement, by unanimous consent, nobody attempting to impede glass not exceeding 16 by 24 inches, tin plate for roofs, linseed oil, and 
it, nobody attempting to waste any time. white lead. 

This matter must be Yoted on. I "·ant to say, furtl~ermore, The PRESIDI.i\G OE'l<'ICER. The question is on the amend-
and I say it so that everybody can understand it, the distin- ment proposed by the Senator from Alabama [l\Ir. JoHNSTON] 
guished Senator from Iow-a [lHr. CuM:IIINS] has also an income- to the amendment proposed by the S.cnator from North Dakota 
tax amendment. If we can not adopt one; w-e shall try to adopt [Mr. 1\IcCuunER], 
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intend to raise necessary to be collected from customs duties, 
and therefore e\·cry rate in this tariff bill would have been 
adjusted-and they would have been compelled by the neces
sities of their situation to adjust every rate in this tariff bill
with a view to the collection of this $80,000,000 from an income 
tax: and yet, stnmge to say, the Senator from Ithoc1e Island 
and his associates on the committee insist that they shall be 
permitted to go through with this bill, which they constantly 
avow will raise enough revenue without any additions or 
amendments, until they have perfected it, and then they will be 
permitted to stand up here and say that it raises all the revenue 
which the Government needs, and therefore this amendment 
would simply impose unnecessary taxation. 

Now, what I want to do, and what I believe the country has 
a right to demand that the Senate shall do, is, first, to deter
mine whether or not an income tax shall be .leviec1; and if that 
question shall be determined in the affirmative, then every C!ther 
rate and schedule in the act must be dealt with accordingly; 
while on the other hand, if the Senate, by deliberate action, 
shall reject this income-tax amendment, then it can address it
self to these schedules with the single purpose of so framing 
them that they will raise the necessary $320,000,000. 

I appeal to our friends on that side who are sometimes de
scribed as" progressive Republicans," and who have been striving 
from the beginning to reduce what they themselves denounce 
as the exorbitant rates of this bill, and I ask them if they are 
willing to wait until the Finance Committee have finished their 
work, arranged their rates, perfected their schedules, and are 
thus able to say that an income tax is wholly unnecessary? 

If you progressive Republicans are in earnest-and I believe 
you are-then let us here and now take the judgment of the 
Senate. Let us here and now determine if we intend to raise 
any important amount of revenue outside of these tariff duties; 
and if we so decide, then the chairman of the Finance Com
mittee, with all his skill in the management of this measure 
and with all his power among his political associates, will find 
it impossible to resist a reasonable reduction in its rates. '.rhe 
chairman of the committee now says that the bill as he bas 
reported it will raise enough money. Then, certainly, if we add 
an amendment which of itself will yield some $80,000,000, the 
chairman of the committee must agree to reduce the collections 
under the customs provision of the law. It will not do for 
him to answer and say that if he reduces the rate he will in
crease the revenue and thus aggravate the situation, because 
we answer that statement by saying that if we can not reduce 
the duty on all things, which I think we can, and thus remit 
to the consumer of every article a proportion of the burden 
which he bears to-day, we can at least transfer some of the 
common necessities of life to the free list, and we can afford a 
much needed relief in that manner. But whether it shall be 
by transferring particular and necessary articles to the free 
list or whether it shall be by a general reduction running 
through every schedule, the obvious and sensible thing for the 
Senate to do is to decide whether it intends to collect this 
$80,000,000 frcim an income tax and then adjust all schedules 

· to that decision. 
l\Ir. CLAPP. llfr. President--
'l'lle YICE-PHESIDE~T. Will the Senator from Texas yield 

to the Sen a tor from lllinnesota? 
l\fr. BAILEY. I do. 
Mr. CLAPP. Realizing and appreciating the force of what 

the Senator says, if this proposed income tax was, without any 
question, to be taken as a matter of course as to its validity, I 
do concede the force of the argument that it ought to be dis
posed of before \YC attempt to fix the schedules with reference 
to the customs revenue. I shall YOte against the motion, be.cause 
I shnll YOte against any motion to fix any time or place any 
limitation upon our right to Yote here. But I- want to ask the 
Sen a tor i.f he thinl;:s it would be '1\·ise to adopt this amendment, 
and then-no matter how thoroughly he ancl I and others are 
convinced of the Yl!lidity of it-still risk a revenue measure 
base(l upon the ahl3olnte elimination of any question as to the 
yalidity of this amendment? I think that is a matter which 
should commend itself to our very serious considerntion. 

l\Ir. I3AILJ;jY, I thoroughly agree \Yith the Senator from Min· 
nesota. If Congress 1vaa not required by the Constitution to 
conn~ne every year, and if, as a matter of fact and unc1er the 
law as it now :>tands, Congress would not convene within the 
next eight month:;, I should hesitate about passing any lnw that 
might· leave the Government without the means to promptly 
meet its current cx[ll'IIEes. Rut in view of the fact that Congress 
must convene tl1e first of December, and in view of the fnct that 
Congress is npt to be in session when the final decision in this 
case I'! rendere<l, if it shall be taken to the courts, and will thus 
be able to supply any deficiencies between the revenue and ex-

penditures immediately and without embarrassment to any 
department of the Government, I have no hesitation in voting 
to put the amendment on this bill. If Congres>", like some of the 
state legislatures, only met in biennial session, I would even go 
so far as to insert in this bill an authority that the bill will 
probably carry, even if this amendment is rejected, ·to borrow 
money to meet unexpected deficiencies. 

IIIr. CARTER. llfr. President--
The VICE-PRESIDENT. Does the Senator from Texas yield 

to the Senator from Montana? 
llfr. BAILEY. I do. 
llfr. CARTER. I aslt the Senator this question, for the pur

pose of ascertaining whether or not I correctly understand his 
position: Do I understand the Senator to mean that he would 
raise by customs duty only such an amount as equaled the de-
ficiency in the revenue rail::ed by an income tax? , -

Mr. BAILEY. The Senator states it differently, I think, from 
what he intends to state it. If he means. to ask me if I would 
deduct from customs duties the amount to be collected through 
the income tax, I answer " yes." . 

lllr. CARTER. Then l will put my question in a different 
form. The Senator, according to my understanding, would firs; 
pass an income tax, and rely upon customs duties to raise such 
revenue as the inconie ta~ did not raise to meet public necessi
ties.. The amount of the revenue duties would therefore be de
pendent upon the proceeds of the income tax, instead of having 
the proceeds of the income tax rest on deficiencies arising from 
the failure of the. customs dues to meet the needs of the Gov
ernment. Do I correctly understand the Senator? 

l\lr. BAILEY .. The Senator undoubtedly understands me, 
and has stated my position correctly. I do not propose the in
come tax as a mere means of prodding for an emergency. I 
propose it as a deliberate, fixed, and permanent part of our fiscal 
policy. 

l\lr. CARTER. l\Ir. President--
The VICE-PRESIDENT. Does the Senator yield further? 
1\Ir. BAILEY. I do. ' 
l\Ir. CARTER. I understand, then, that the Senator would 

depart from the policy .which has prevailed from the beg;inning, 
of resorting to an income tax as an emergency measure, and 
would now and hereafter rely upon an income tax as a main 
basis of revenue. 

l\Ir. BAILEY. Kot as a main basis. 
Mr. CAR'.rEH. As one of the chief sources of revenue, relying 

upon customs dues as only an incidental source to make up 
deficiencies. 

llfr. BAILEY. Mr. President, that does not precisely state my 
position. I recognize, as I stated here, that we will collect three 
times as much from the custom-houses as we hope to collect 
through this income ta:x:; but it is not un experiment for us to 
fix the rates of a tariff bill, with a view to other sources of gov
erumental income. For instance, how did the Senator fr·om 
Rhode Island [Mr. ALDRICH] and his associntes determine·tlle 
amount of revenue which they were required to raise by this 
bill? They first considered the expenses of the Government; 
they then took the collections from all other sources, including 
the Post-Office Department and the collections from internal 
revenue; and subtracting them from the total expenses of the 
Government, they ascertained the amount which they were re
quired to raise through customs taxation. With the amount 
which they were required to raise thus fixed, they proceeded to 
levy their duties accordingly. And I have no doubt in this 
world that it would be just as sensible for us to decide this 
income-tax question and lay it aside, if we adopt it, ns so much 
revenue for which the tariff act neec1 not provide. ns it was for 
the committee to take under consideration and into account 
every other source of revenue now enjoyed by the Government 
before they began to fix their duties. 

Every rate in this bill-I will not say every rate, either, be· 
cau~e some of them are designedly and pmcly protective and 
prohibitory, but I 1vill say that every schedule in tllis bill-iS 
drawn, even by the extreme protectionists, with a view to the 
revenue which must be collected through the customs. In 
other words, there are probably duties here that wou!rl be 
higher than they are except for the necessities of tlle Goyrrn
ment. 'l'he Senator from Rhode Island and the most ultra of 
the protectionist Senators in this Chamber can not escape, and 
do not attempt to escape, the fact that a tariff bill must be 
drawn so as to produce a given amount of money. 

1\ow, in drawing that tariff bill to raise thnt given amount of 
money, undoubtedly they distribute the rates purely with a 
view of protection; and it is possibly true that if the Gt11'crn· 
ment needed no money at all, the extreme school of prott:ctiou 
would still levy tariff duties for the purpose of protecting ouL' 
home industries against foreign competition; but while they 
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are animated by this purely and essentially protective purpose, 
they can not escape, and do not attempt to escape, the necessity 
for raising revenue. Therefore, according to their own pro
ceeding, they ought to take this $80,000,000 into account, if it 
is to be collected, and lay it aside, just as they laid the collec
tions under the internal-revenue law aside, just as they laid 
the post-office receipts aside, and calculate, with this added to 
the other present and permanent sources of revenue, what the 
deficiency would be, and raise that deficiency through the 
custom-houses. 

Mr. President, I am not inclined, upon the motion to postpone, 
to occupy the time of the Senate in discussing the merits of the 
question. I shall perhaps find oome other occasion for that, 
and I am content to haye stated, as they appear to me, the 
reasons why the motion to postpone ought not to prevail. 

I took the Senate into my confidence a few days ago and €X
plained to it my great anxiety for a vote. I am no novice here, 
I know how bills are passed and how amendments are rejected. 
I know the arguments and the persuasion at the command of a 
majority, and I know the outside influences which from time to 
time have been employed to insure the defeat of this income
tax amendment. I am perfectly sure that the quicker we vote 
on it the more yotes it will receive, and I make no concealment 
of that fact. 

Mr. President, before I resume my seat, I believe I will call 
attention to an article which was printed last Sunday, I believe, 
in the New York Times. The Senate will recall that some
thing like ~ week or ten days ago I stated that I believed there 
had been a deliberate and systematic effort made to misrepre
sent the attitude of Democratic Senators with respect to the 
tariff .schedules. I then confined my statement to tariff rates. 
But last Sunday my attention was called to an article which 
goes much further than a mere effort to exaggerate our differ
ences and misrepresent our attitude. I find in the New York 
Times of Sunday, under a Washington date liile, a statement 
that the incom€-tax amendment was introduced for the purpose 
of aiding the Senator from Rhode Island. I want to read the 
matter, and then I wish briefly to comment on it. Referring to 
the Democrats of the Senate, this article proceeds: 

'l'bey are beaded by that distinguished son ot Texas, JOSEPH WELDON 
BAILEY. Again and again BAILEY bas taken a position on one fight or 
another in the Senate that bas played directly into ALDRICH's hand. 
His action on the income-tax amendments, now pending, l.s the latest 
demonstration of his w!lllngness to help his Rhode Island leader out of 
n dlffizult situation. He bas maneuvered so as to divide the ad
herents of the income-tax proposition while apparently favot•ing it, 
and himself introducing an amendment providing for such a tax. The 
result, despite tile efforts ot the real friends of an income tax to effect 
a compromise, will no doubt be to defeat the proposition which ALDRICH 
bas been vigorously opposing. . 

Of course the man who wrote that is an infamous liar, and I 
am not therefore at all surprised that he wrote this particular 
lie. I am, howeYer, Yery greatly surprised that a paper like 
the New York Times could be induced to print it, because it is a 
challenge to the intelligence of every man who reads that paper. 
Of course the miserable creature who penned this libel did not 
attempt to explain how I have assisted, or how I could assist, 
those in charge of the measure by introducing an income-tax 
amendment, and he did· not do so because he !mew that the 
dullest man who read it would easily detect the fallacy of any 
explanation which he could invent. Unable to explain it, be
cause it was not susceptible of explanation, he simply made the 
statement on the calculation that if he could make one man in 
twenty who read his article belieYe his lie he had helped his 
side just that much. 

Mr. President, this creature, and all his kind, forget that for 
twelve years I have been trying to force the adoption of an 
income-tax law. I offered an income-tax amenllment to the 
war-revenue measure when a Member of the House, something 
like eleYen years ago. From that day till this I ha>e been an 
earnest advocate of it, and these men know it, but they do 
not want the people to know it, and they seek to create the 
impression that Democrats are trying to mulllly the water anll 
to aid tbe men in charge of this bill. If any other Democrat 
had proposed this amenJment, they would have told about him 
the same lie they have told about me. 

Mr. President, suppose I reverse the position. Suppose the 
Senator from Iowa [Mr. CuMMINS] had introduced his amend
ment, and then I had introduced mine. A shallow-thinking ni.an 
might find some extenuation, and an ignorant man might find 
some excuse, for saying that my purpose in introducing a second 
amendment was to dh·ide the friends of an income tax. But 
the · REmRD shows-and every Senator recalls-that I intro
duced my amendment a week before the Senator from Iowa 
introduced his. And yet there is no suggestion that that Sena
tor, a distinguished Republican, was trying to dh·ide the honest 
friend3 of an income tax. 

But the suggestion is that this side, which made the first at
tempt to secure the adoption of such an amendment, are actu
ated by some purpose to disturb the harmony and divide the 
councils and dissipate the strength of those who favor this just. 
and wise and philosophic system of taxation. 

I go further, Mr. President. Suppose I had introduced the 
kind of an amendment which the honorable Senator from Iowa 
has introduced. Suppose I had· gmduated the tax as he has. 
These people would have said at once that I had tried to introduce 
a new and a dangerous question before the Supreme Court upon 
the rehearing. Or suppose I had concurred with him, and had 
leYied a tax on the individual and exempted all corporations. 
Every penny-a-liner who will repeat that libel would have sworn· 
that I was trying to exempt the great corporations and to lay 
the burden of government upon the man of flesh and blood, made 
in the image of his God. If I had introduced that kind of a 
proposition, they then might have excused themselves fo1· such · 
a libel. . . 

But that, Mr. President, is in line with tlie deliberate, sedate, 
and steady policy, not only to misrepresent indi>idual Demo- -
crats,but to misrepresent all on this side. I desire, however, in 
this public and explicit way, to acquit Republican Senators 
of that charge. I do not believe they have inspired it. I doubt 
if a Republican Senator in this body is low enough to associate 
with a man who would writ€ a lie like that. I know if he 
would he is not fit to associate with the other Senators here. 
A fearless, a truthful, an incorruptible press is the greatest safe
guard of a free republic. But a venal, a treacherous, and a 
lying newspaper is one of the most corrupting agencies that can 
exist in a free government. The man who defames an honest 
representative of the people is almost as vile as the man who 
defends ·a dishonest one. 

Mr. President, so far as I am concerned, I am ready to sup
port any measure which will at all commend itself to my con
science and my judgment, having for its object a relief for the 
consumei:s.of this country and a tax on those who are able to 
bear it. I believe we ought to decide that question now. I 
know we must decide it later. · 

I understand what is the present programme on the other 
side, and I will put it in the RECORD, in the hope that it will 
deter them from following it out. I will at least have the satis
faction of having outlined it for them in a public way. Their 
present plan is to move to postpone the present consideration of 
this amendment, and then when the time comes that they 
must vote, according to their own motion, they intend to refer 
it to the Judiciary or some other standing committee of the 
Senate. That is their purpose. And thus they hope and plan 
to prevent a direct and decisive vote on the question, so that 
every man who advocates an income tax at home and votes 
against an income tax in. the Senate can say he did not vote 
against adoption of this amendment. 

I do not think there are many Senators of that ki.ud. I know 
there ought not to be a single one of that kind. A Senator 
whose judgment and conscience tell him this amendment ought 
not to be the law, ought to be willing to vote against it. He 
ought to be willing to take his political destiny in his hands and 
sncrifice it, if need be, as a tribute to his conscientious judg
ment. If a Senator believes it is a just and a wise and an equal 
tax, why postpone the adoption of it? Surely it is as fair to 
tax a man on an enormous income as it is to tax him on a 
moderate appetite, and, as between your tariff schedules that 
tax men on what they eat and wear, and an income tax which 
assesses them according to what they own, I think the people 
of this country will have small difficulty in choosing. 

Mr. CUMMINS. Mr. President, as Senators know, I have 
also proposed an amendment imposing an income tax. I am as 
dt'eply interested in the subject as can be the Senator from 
Texas, and I have been somewhat concerned in the efforts that 
have been illUde to embroil the advocate~, the defenders, and 
supporters of an income tax sitting upon opposite sides .of this 
Chamber. I very earnestly hope that these efforts will be un
successful, and that, when the moment arrh·es, the income-tax 
amendment, whether it comes from the Sen a tor from Texas or 
whether it comes from a Senator upon this side of the Chamber, 
will receive the full strength that is here in favor of such a ilro
vision in the law. 

I say for myself that I prefer in some respects the amend
ment I haYe presented; and I may say, in passing, that in def
erence to the wish of friends of the income tax upon this 
side of the Chamber I have eliminated from my amendment its 
graduated feature, hoping that I mighf in that way gather 
together all the strength there is here for a measure of that 
character. But while I like it better, if the amendment pro
posed by the Senator from Texas shall first come on, I shall 
vote for his amendment. I shall do whatever I can to see to it 
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that we commit oursel>es to the policy of raising a part of the 
revenue necessary to carry on the affairs of our Government by 
a tax of this character. 

But I can not agree wholly with the Senator from Texas 
with regard to the logical procedure. If I were helping to 
create a law, having as my guide simply the raising of a rev
enue upon imvorts, I would quite agree that the reasonable 
thing would be first to fix the revenue to be created by the 
income tax. Howe>er, inasmuch as I am doing what I can
although some of my Republican friends think my efforts are 
very ill directed-not only to create a revenue by duties upon 
imports, but to protect our markets against unfair competition, 
from roy point of view, the time at which we ought to con
sider the income-tax amendment is the moment we pass from a 
consideration of the paragraph which imposes duties upon im
ports and before we pass to other portions of the bill. 

I believe that in our work touching duties we ought to give 
some consideration to the part that that income tax is to play 
in the drama of our Government. I am one who is firm in the 
belief that when you pass this law, if it is passed precisely as it 
came from the committee, or if passed as we have reason to believe 
it will be passed, there will still be a ueficiency of $40,000,000 
a year between it and the necessities of our Government. There
tore I have no fear whatsoever that we will create such a revenue 
in this bill, aside from the income tax, as will make it unnecessary 
to impose a burden of that character. That is one of the rea
sons why, believing that we did not need protection on iron ore, 
I voted for free iron ore, for I wanted no re>enue from that 
source. '.rhat is the reason, in part, why .I voted for free lumber, 
believing that we need no protection upon lumber; that it is 
amply able to care for itself. I would rather raise the revenue 
that is created by an impost on lumber by an income tax. . 

so we pass on .through the bill, and when we reach that part 
of our work I believe there will be no doubt in the minds of 
Senators that we will need some revenue from an income tax. 
We can then determine better than at any other time whether 
the tax shall be 2 per cent or 3 per cent or 1 per cent. 

Therefore, as a sort of composition of the whole subject, I 
ask unanimous consent to take up the income-tax amendments 
as soon as we have considered and disposed of the paragraphs 
imposing duties on imports, and that we continue that consid
eration until the matter is disposed of. That involves a direct 
vote upon the income-tax amendment and suggests, at least, that 
there be no motion to refer these matters to the Judiciary Com
mittee or any other. 

1\fr. ALDRICH. Mr. President, it would be impossible to get 
unanimous consent to that suggestion. 

1\fr. BAILEY. If the Senator from Rhode Island will agree 
that we may have a direct vote on the amendment, I will cheer
fully concur in the suggestion of the Senator from Iowa. 

Mr. CUMMINS. I very much hope the Senator from RJ:tode 
Island will not make the unanimous consent impossible. It 
can not do the country any harm to have a vote upon the income
tax amend!l:tent. 

1\Ir. BAILEY, I want to say to the Senator from Iowa, before 
the Senator from Rhode Island responds, that while I think 
now is the time to settle it, I do not regard that as of sufficient 
importance to justify any division among the friends of the 
measure. I will agree to let the Senator modify his motion to 
take it up then and dispose of it. All I want is a distinct un
derstanding that we are to h:ne a direct vote instead of an 
indirect one. I ]lrefer to vote now, but will yield that prefer
ence. 

1\Ir. CUl\DII:X:3l. I umlerstand that the rules of the Senate 
preclude a motion of that character; that is, the motion must 
be to postpone to a time fixed, and that what I have suggested 
can only be accomplished by unanimous consent. 

1\fr. ALDRICH. l\Ir. President, I am willing to agree that 
this amendment and that all amendments with reference to the 
income tax shall be postponed and be taken up immediately 
after the agreement upon the schedules of the bill, to be then 
proceeded with and disposed of according to the rules of the 
Senate. I do not intenn to make any agreement as to any par
ticular disposition or ns to any votes upon any particular amend-
ments or proposition. -

l\Ir. BAILEY. '.rhe Senator from Rhode Island, then, declines 
to agree that we may have a direct vote on the question. 

Mr. ALDRICH. I can not agree to that, because that is a 
matter for the majority of the Senate at the time to dispose of. 

Mr. BAILEY. A unanimous agreement woulu bind not only 
the majority but every Senator. An agreement of that kind 
I think--

1\fr. ALDRICH. I have never known in my experience an 
agreement of th[tt kind made. I think this is the first time I 
have ever heard a suggestion of that kind made. It is simply 

impossible for me to agree to bind the Senate as to any par
ticular form of disposition to be made of the proposition. 

Mr. BAILEY. Th6 Senator from Rhode Island is not asketl 
to bind the Senate. The Senator from Rhode Island is asked 
to allow the Senate to bind itself, and it would do it, in my 
opinion, except for his objection. 

Tlfr. ALDRICH. I think not. It is my purpose, in making 
the motion which I have made, to have the income tax taken 
up .on the date to which it would be postponed if the motion 
should prevail, and it was my further purpose, if the schedules 
have not then been disposed of, to move a further postponement 
of the consideration until the schedules are disposed of. It 
seems to me perfectly apparent, and it· must be to everybody, 
that the orderly way to dispose of the bill is to go on and con
sider the bill by paragraphs and by schedules, and fix upon the 
rates and upon the consequent revenue which may be expected 

.from them. After that is accomplished we can then tell 
whether an income tax is necessary and what rate of taxation 
should properly be fixed. 

So all this seems to me to be premature. It does· not affect 
really, I think, the judgment of the Senate, and I do not believe 
it misleads anybody in the country either. I shall object to 
any arrangement by unanimous consent which includes any 
agreement to vote in any particular way upon that amendment. 

Mr. CUMMINS. :M:r. President, I hoped very much that the 
Senator from Rhode Island would not prevent unanimous con
sent to the disposition of the income-tax amendment at the time 
and in the manner I suggested. I can not conceive a reason 
that will prevent or ought to prevent a vote upon this subject 
on its merits. However, I recognize that if the subject were 
postponed until June 10, or if it were determined now, the 
amendment would be subject to the motion that is in the mind 
of the Senator from Texas and in the mind of the Senator from 
Rhode Island. 

Therefore I bow to what seems to be an imperious necessity, 
and I asl~ unanimous consent to take up and consider the in
come-tax amendments immediately after the disposition of the 
paragraphs relating to the duties upon imports, without fur
ther qualification. 

Mr. BAILEY. Mr. President, I am not going to agree to 
that unless I can get an agreement to vote on the direct ques
tion. 

Mr. ALDRICH. As far as I am concerned, I have no. objec
tion to the suggestion of the Senator from Iowa. In fact, I 
have no disposition to try to prevent the Senate from consider
ing this question. I realize that it is bound to come up and 
bound to be disposeu of. I am quite willing to accept the sug
gestion of the Senator from Iowa as far us I am concerned. 

Mr. BAILEY. I do not intend for the Senator from Rbode 
Island and the Senator from Iowa to get together, if I can 
help it. I withdraw that objection. 

The PRESIDING OFFICER (l\Ir. CARTER in the chair). The 
Senator from Iowa asks unanimous consent that upon the com
pletion of the schedules of the pending bill the amendment 
known as the " income-tax amendment" be taken up I.Jy the 
Senate--

Mr. CUMMINS. I beg pardon of the Chair; I put it in the 
plural. 

The PRESIDING OFFICER. That the amendments be then 
taken up for consideration. Is there objection? 

Mr. DOLLIVER. '.rhere appears to be an amendment to the 
amendment to strike out the House :Provision in respect to an 
inheritance tax. I think that ought to be considered in the 
same connection. 

Mr. ALDRICH. I think that would be included in the order 
for amendments relating to an income tax. 

l\Ir. BEVERIDGE. It would not, perhaps, be necessary, I 
will say; but such an amendment may be offered as a substi
tute for the income tax. Any legislative procedure of tlie kind 
will necessarily be included in the unanimous consent. 

Mr. BAILEY. Mr. President, the request is now pending. 
Of course the motion of the Senator from Rhode Island will 
be disposed of. I will leave it to go that m1y, because I believe 
that a number of Republicans on that side who say they are in 
favor of an income tax and who, I have no doubt, will favor it, 
woulcl. feel constrained to vote for the motion of the Senator 
from Rhode Island. Rather than to divide the friends, I ask 
the Senator from Rhode Island if he will not modify his motion 
to postpone until the schedules haw been disposed of? 

l\Ir. ALDRICH. That is taken care of by the unanimous 
consent. 

Mr. BAILEY. Not exactly. I haYe another idea in my mind. 
I do not linow but what the Senator from Rhode Island would 
arrange it so that the particular amendment I have offered 
would not be voted on. 
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J\fr. DAILEY. 'l'llerefore we ought to nllopt it first, so tllnt 

we would not have to !!O !Jack. 
Mr. ALDHICH. I s•<Y to every friend of this measure, sitting 

on dtller si!le of this Cllam!Jer, that if we now take up the 
question of an income tax and proceed to tlle consideration of 
it to the exclusion of all the tari!I schedules, aud if we adopt 
a tax wllich will levy on tlle people of the United States 
$80,000,000, I shall be ready to join the Senator from Texas in 
re-rising the schedules. It would be our imperative duty to 
redse them, not in the interests of protection, but for the 
opposite reason. 

1\fr. BACOX The Senator means in the ,interests of the con-
sumer. . 

Mr. ALDRICH. If Senators sitting on this side of the Cham
ber desire deliberately to abandon the protective policy and to 
impose an income tax for the purpose plainly avowed by the 
Senator from 'l'exas to reduce and destroy the protective system, 
I will say to those Senators that I do not intend to consent to 
that programme so far as I am concerned; and that I intend, 
so far as it is within my power, to proceed with the considera
tion of the bill; and that when the schedules are completed we 
will then take up the propositions involved in the income tax 
and consider those. But until, under the leadership of the Sena
tor from Texas, this bill is taken from. my charge, I intend to 
press its consideration, and I say that to every Senator. I 
do not intend to be swerved from that duty by any suggestions 
from any source. 

Mr. BAILEY. Mr. President, that is a right touching appeal 
to the loyalty of the H.epublican side. I have no idea that they 
are going to displace the Senator from Rhode Island or select 
me as their leader on this particular occasion. 

But the Senator from Rhode Island risks quite too much 
when he appeals to Republicans that they must put their con
science and judgment in duress, or that if they vote the way 
they think they are voting to depose him from the leadership of 
his party in the Senate. 

'l'he Senator from Rhode Island, unwittingly, of course, made 
a strong argument in support of my position and against his 
motion, because he says that if we adopt this income tax we 
must go back and revise the schedules. I want to adopt it to 
begin with so that we will go on and revise them in accordance 
with what we have done. The Senator from Hhode Island 
makes it manifest, indeed he asserts, that after he has finishe4 
the bill and after he has laid it here as the work of his hands 
it will produce revenue enough. and that if we then adopt au 
income-tax amendment we must go back and revise the tariff 
bill under the leadership of the Senator from Texas. ' 

The Senator from Texas can ne>er aspire to equal the Senator 
from Rhode Island in his knowledge of the tarili ancl in his 
management of men, but in a spirit of becoming modesty I 
must be permitted to say that the Senator from Texas could 
make for the people of the United States an incomparably better 
tariff bill than the one the Senator from Rhode Island is now 
engaged in making. I not only would make it better in that I 
would make the duties lower, but I ''"ould make it better still 
in that I would lift from the backs and the appetites of the 
toiling millions of this Republic and lay a large part of the 
burden of this Government upon the incomes of those who could 
pay the tax without the subtraction of a single comfort from 
their homes. 

We are ready to go to the American people upon that propo
sition; and yet as I stand here this ewning in the presence of 
my colleagues and my countrymen I affirm that I would rather 
see this income tax adopted and have it eliminated from politics 
than to have the advantuge which I know your defeat of it 
,will give to the Democratic party. I do not pretend to know 
mucl! about the people's sentiment; I am not accurate in gaug
ing what the voters thin!;:; but if I can judge by the voluntary 
messages which haYe come to me, and, singularly enough, most 
of them have come from Republican States, if I can judge of 
what the people think by what a part of tllem haye said to me, I 
have no hesitation i!l saying that, submitted to a direct vote of 
the people of the United States, 9 voters out of every 10 would 
>ote to impose this income tax. 

Yet the Republican party, in the face of this universal and 
overwhelming demand, will stand here and trifle with the judg
ment and conscience of Republican Yoters and refuse to lighten 
the burdens of the American people. If you choose to do it, 
the responsibility and the injury are on you; the advantage and 
the victory will come to us. 

And yet, seeing an atlvantage of thttt kind, I have conferred 
more freely with H.epnblicans upon this measure than I have 
with Democrats. The fact is, my Democratic associates have 
done me the honor to take my judgment about it, and they 
hanl not demanded of me many explanations or amendments. 

Ilfost of the time tllat I have spent in conference on this amend
ment has been spent with Hepu!Jlican Senators who have at 
heart not only the welfare of the country, but the success of 
the Republican party. 

Gentlemen, go ask them; put it to them. Do you believe 
they are truthful men? Ask them how the vote would stand, 
and they will answer you, as I now declare, that nine men out 
of every ten believe this is a wise and a just and. an equal 
system of taxation. If it is, you may postpone it, but that is 
all you can do. You can not ultimately defeat it. You have no 
chance to reduce the expenditures of the G<lvernment, and 
therefore your only chance to meet these enormous and increas~ 
ing expenditures is to lay a part of the burden upon the incomes 
of the rich. Yo-u will do it. Your consciences and your judgment 
now demand of you to do it now, and it is only a· party loyalty, 
to which the Senator from H.hode Island has but just now 
appealed, that restrains you. 

If I were framing an issue upon which the embattled hosts 
should decide the next election, I would not ask a better ad
vantage than this. I would not ask a greater assurance of 
success than that we may go to the country advocating the 
reduction of tari!I duties and the levy of an income tax, while 
you are opposing both. If you dare to repudiate this demand 
of the people, if you turn a deaf ear to this voice that calls 
upon you for justice, yours is the responsibility, ours will be 
the triumph. 

Mr. LODGE. 1\fr. President, I want to say a word, as the 
question of order has been raised. 

The PRESIDING OFFICER. The Chair does not understand 
that any question of order was presented. 

Mr. LODGK I do not know that it has been put in the 
direct form, but the question of order was raised by the Senator 
from Georgia. I merely wish to say that if we were under 
general parliamentary law, no doubt it would have great weight 
resting on the principle of an amendment not being separable 
from the original. 

But, Mr. President, we are not under general parliamentary 
law. We are living under the rules of the Senate, which is a 
very di!Ierent proposition. I served in the House of Repre
sentatives for some weeks under general parliamentary Ia w, 
and it was a very di!Ierent system from the system under which 
the Senate does or fails to do business. Senators would find 
a great many rights and privileges which they are very much 
attached to sadly curtailed if they were put under general 
parliamentary law. 

Now, Mr. President, we are doing business, or trying to, under 
the rules of the Senate in accordance with the general proposi
tion which is laid down in Je!Ierson's Manual and familiar to 
everybocly-

It is proper that every parliamentary assembly should have certain 
forms of questions so adapted as to enable them fitly to dispose of every 
proposition which can be made to them. · 

And those are enumerated. We have adopted a series of 
motions under 'the rule which is found on page 20, Rule XXII. 
It is a great deal more than precedence of motions. The rule 
is: "w-hen a question is pending, no motion shall be received "
except the enumerated motions. They are not limited, and they 
can be applied in any case. They are not under the control of 
general parliamentary law. 

Moreover, :Mr. President, if we turn to Rule L'\:VI, which ap
plies to motions for reference, which is all that this contest is 
a!Jout (it is an attempt to cut oli the motion to commit, which 
is one of the privileged motions), we find that the motions are 
made for reference, not of a question, not of a bill, but of a 
subject. It is made as broad as possible that any subject can 
be referred; and if at any time a Senator chooses to move the 
reference of a subject to a committee, that motion is in order 
in the line of precedence established by the Senate in Rule XXII. 

Mr. President, I do not think there can be any doubt that the 
motion is in order. 

Now, one "·ord about the income tax and the proposition 
whicll has been made. I am not likely to be very much 
prejudiced against an income tux, for we have one in my State 
and have had one always, in addition to a general property tax. 
I believe, without going into a constitutional question, that it is 
an eminently proper tax to levy when necessity requires. 

But, 1\Ir. President, there is a great deal more involwd in this 
question than the mere question of the imposition of an income 
tax. 'l'he Senator from Texas stated that he believes nine out 
of ten of the people of this country want an income tax. Tiley 
embodied in the Democratic platform, which I hold in my hand, 
a declaration in favor of an income tax last 3·ear, and we put 
none in our platform. I did not observe at the election that 
nine out of ten supported the proposition for an income tax. 
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But, 1\fr. President, that is only by the way. We are here to 
decide what is best for the public business and what is best for 
the country. The country intrusted the work of the revision 
of the tariff to the Republican party, and the Republican party 
in each Chamber has undertaken that work and is responsible 
for it when it is done. If in the middle of the custom schedules, 
before we know what the rates·are to be, before we have any 
idea as to what, on the final summing up, our income from im
posts and duties is likely to be, we are to inject an income tax 
carrying seventy or eighty million dollars, we utterly and totally 
change the character of the bill. It makes no difference, as far 
as that goes, whether it is at the end or in the middle, We have. 
gone half way through the schedules imposing duties. We 
should have to change them all. We should have to cut off in 
all directions, for it would be, to my mind, a very great mistake 
to impose by internal-revenue taxes, added to customs duties 
and imports, an ::imount of taxation largely· and obviously in 
excess of our needs. . 

Mr. President, after the schedules are agreed to, and we can 
determine what deficit, if any, exists, we can then determine 
not only whether we need an income tax or whether we need·an 
inheritance tax or a tax on the dividends of corporations, but 
we shall then be in a position to determine how much, if any, 
of such taxes should be imposed. Up to this point the bill has 
been intrusted .to the majority on this side of the Chamber. 
They are responsible for the result; they are charged, under 
their platform, not only with the duty of revising the tariff and 
raising sufficient revenue for the needs of the Government, but 
they are charged specifically with the maintenance of the pro
tective system. If the two things are to remain together, if we 
are to have sufficient revenue and the maintenance of the pro
tective rates, it is impossible to tell what other taxes are needed 
until we know what the rates may be. 

I do not mean to be unduly partisan, Mr. President, and I 
have nothing but admiration for my friend from Texas [Mr. 
BAILEY] ; but, on the whole, I think, so long as we are charged 
with the making of this bill, we had be~ter do it .under the 
Republican organization and under Republican responsibility. 

There is one. thing much worse for the country, much worse 
for the party, and much worse for every individual than whether 
we have an income tax or whether we leave it off, or just how 
high or just how low we make the rates, and that is to have 
the legislation fail entirely. It would be better to proceed with 
caution and circumspection, so that we may not endanger the 
passage of any legislation, and find ourselYes thrown back with
out revision and with a continued tariff agitation pending over 
the country with the Dingley law rates. 

Mr. BACON. Mr. President, I shall occ.upy the attention of 
the Senate but for a moment in replying to what the Senator 
from Massachusetts has said upon the question of parliamentary 
law. The Senator says that we are not acting under general 
parliamentary law. We a1•e acting under general parliamentary 
law, except so far as the general parliamentary law has been 
varied by particular rules. The only particular in which the 
rule says that an amendment shall not be removed from the 
consideration of the body by any collateral motion is the rule 
which permits that amendment to be laid on the table. I am 
not going to discuss that any further, because I have stated the 
proposition, I think, quite fully. I am very frank to say that 
I had hoped, when it was stated, that it would be so apparent 
in its correctness that it would not be necessary to proceed fur
ther with its discussion. 

I challeng:ed the other side, and I repeat the challenge, to 
show any rule in any work on parliamentary law which permits 
it, or any precedent by any parliamentary body which has ever 
practiced it. I m:ike that broad challenge, not simply for the 
present-for, of course, it will take some investigation to find a 
precedent, and Senators will have the whole range of parlin.
mentary practice within which to make the search-but I will 
prophesy that they 'vill not find it, whilst I have to go but a 
very short distance to find a precedent to the contrary. 

I Jll'esume Senators who disagree with me this afternoon 'vill 
not dispute the precedent when it is found in our own body. 
Dut the Senator from ::\faine and the Senator from ~fassachu-

. setts both rest their contention upon the fact that in the order 
in which it is stated motions may be made, there is the specificn.
tion of the motion to postpone to n. day certain, and it is argued 
that therefore that must be now permitted which otherwise 
would not be permitted. I shall ·not stop to discuss that, Mr. 
President, because I think it is really so very untenable as to 
not .require discussion. 'l'hat is simply a question of order of 
precedence. If you extend it to the field of jurisdiction, it is 
only those things which legitimately belong to it that can be in 
order. 

Unfortunately for the Senators, in that enumeration there is 
also the authority to malw a motion to commit. Therefore any 
argument which would be .used in support of the contention 
that a motion to postpone to a day certain is in order, would 
apply with equal force to a motion to commit. Unfortunately, 
we have a precedent in the Senate, in which the Senate on a 
vote decided that that niotion was not in order, and the 
Senator from Massachusetts and the Senator from Maine were 
both present when that precedent was established, and doubt
less contributed to the result one way or the other. I wlll 
read it It so happens that the point of order was made by the 
junior Senator from Texas [Mr. BAILEY]. It occurred in the 
Fifty-ninth Congress, first session, on May 9, 1906, and is found 
in the CoNGRESSIONAL RECORD, at pages 6552 and 6559: 

The rallroad rate bill (H." R. 12987) to amend an act to regulate 
commerce, etc., being under consideration in Committee of the Whole, 

On motion of Mr. Hopkins, to refer an amendment as amended, to
gether with a proposed amendment thereto, to the Committee on Inter
state Commerce, 

Mr. BAILBY raised a question of order: That it was not in order to 
refer to a committee an amendment to a pending bill, and the Senate 
decided by a vote of 25 yeas to 48 nays that it was not in order. (See 
CONGRESSIONAL RECORD, pp. 6552-6559.} 

1\Ir. President, when I stated my proposition, my distinguished 
friend from Massachusetts nodded his assent, that the same 
rule which would control in the case of a motion to commit 
would apply and control in the case of a motion to postpone to 
a day certain. 

It might be stated that that rule would reinove ·from the 
Senator from Texas the apprehension which he had that 
the Senator from Rhode Island would move to commit when the 
time came for consideration, if we had a general agreement 
that the proposition should be considered at a certain time .. I 
would only reply to that, that the same influence which would 
cause the Senate now to override--which they would now do if 
they should persist in maintaining the motion of the Sena
tor from Rhode Island-the same consideration which would 
induce them to override the proposition as contained in this 
parliamentary question, would also induce them to set aside 
this precedent and to commit, if they had the >otes to do it. 

1\fr. President, I have not made any motion. I have not made 
any point of order, for the reason, as stated by me, that I 
supposed when I suggested so plain a parliamentary proposi
tion as this one, buttressed by every principle of parliamentary 
law, the Senators on the other side would recognize it and yield 
the point; but as they evidently do not do so, it would be a 
vain thing to offer it, for the reason that if they have got the 
votes to pass the motion made by the Senator from Rhode Island, 
they also have the votes to vote down the point of order. 

1\Ir. LODGE. On the question of parliamentary law, if we 
were proceeding under general parliamentary law, the amend
ment of the Senator from Texas [1\fr. BAILEY] would be ruled 
out in a minute, because it is not germane. So we are not pro
ceeding under general parliamentary law, but, as I stated be
fore, under the rules of the Senate. '.rhe precedent which the 
Senator from Georgia produced simply meant that the Senate 
at that moment did not care to refer those amendments. 

llfr. BACON. I suppose that it now means that the Senate 
at this moment proposes to support the proposition of the Sen
ator from Rhode Islanll [1\Ir. ALDRICH]. 

l\Ir. LODGE. Very likely; but I am speaking of the general 
principle. There is not an appropriation bill which goes 
through this body where we do not refer amendments to the 
committee. \Ve have done so in this bill. Amendments have 
!Jeen introduced here an·d have been referred since this bill has 
been under consideration. 

1\Ir. BACON. If so, it has been by consent. The Senator can 
not show a precedent-- • 

l\Ir. LODGE. So is this by consent. This would be by con
sent after the Senate has voted. 

l\Ir. BACON. That is a very different thing. The consent 
does a way with all rule; but I prophesy the Sen a tor can not 
find a precedent for the position that, upon a vote, the Senate, 
or any other parliamentary body, has ever referred a.n amend
ment or postponed an amendment to a day certain . 

Mr. LODGE. Unanimous consent is a vote, l\Ir. President. 
1\Ir. DACO:>t 'L'hat is a different thing. 
l\Ir. GALLINGER. It is a unanimous vote. 
llfr. LODGE. It is absolutely equivalent to a vote. 
l\Ir. BACON. The Senator begs the question there. 
1\Ir. LODGE. Whether that is so or not, l\Ir. President, I 

think it is equivalent to a unanimous vote; but to call one a 
consent and tile other a vote is, it seems to me, begging the 
question, to begin with. Unanimous co11sent implies a unani
mous vote, of course. That is only differing over words. 
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l\Ir. BACO~. You would not need any unanimous consent 

if you do it by vote. 
l\Ir. LODGE. If I understand the distinction which the 

Senator makes, that you can do anything by unanimous con-. 
sent; I quite agree. · 

l\Ir. BACON. If the Senator "'ill pardon me, we have unani
mous consent to do a thing when it is not in order to do it by a 
majority vote. · That is when \ve ask consent. · 

Mr. LODGE. Certainly. 
l\Ir. BACON. Otherwise we do it by ·vote. 

. 1\Ir. LODGE. You could not exclude these motions if you 
did not haYe unanimous .consent. They are all privileged; 

Mr. NELSON. l\fr. President--
The PRESIDING OFFICER. Does the Senator from Massa

chusetts yield to the Senator. from Minnesota 'I 
Mr. LODGE. Certainly. . 
1\Ir. NELSON. I was about to say, Mr. President, that I 

expect my colleagues here regard rue as a kind of he~etic on a 
great many of these tariff schedules; but, if it is permissible 
for a heretic to speak on this occasion, I want to suggest this 
thought to Senators: No man in this Chamber, no matter how 
ardent a friend he may be of an income tax, can ever gua;rantee 
to us what the Supreme Court may do. The Supreme Court, if 
the question is ·put up to them again, may decide as they did in 
the last decision; and what would be the effect? 

If we frame this bill on the theory of supplying a part of 
our revenues from the income tax and the Supreme Court 
should decide against i.t, it would leave the country entirely 
without sufficient revenue. So, 1\Ir. President, while, as a gen
eral proposition, I am in favor of an income tax, it seems to 
me that the only safe way to proceed in this case to guard 
against· any contingency that might happen ·by an adverse de
cision of the Supreme Court is to proceed with the tariff bill 
and complete it on the theory that that bill will supply us 
with sufficient revenue. 

I may add as a postscript-and then I will sit down~that 
I was very warmly in favor of an income tax, but it has 
occurred to me since the vote on the lumber schedule that there 
is less reason for an income tax than ever before, and· that we 
probably shall have revenues enough without it. [Laughter.) 

Mr. NEWLANDS. l\Ir. President, I do not know whether 
the Senator from Rhode Island has withdrawn or not his mo
tion to postpone. 

l.Vfr. LODGE. No. 
The PRESIDING OFFICER. .The motion is pending. 
Mr. NEWLANDS. But what I have to say will apply to 

the situation, whether the pending question be the motion of 
the Senator from Rhode Island or the amendment of the Sen
ator from Texas. 

I wish to state briefly my views upon the question of an in
come tax. I shall fayor an ,income tax, and I shall vote for 
any amendment for an income tax, whether it be a graduated 
tax or a flat tax, or a tux limited in its operations. I shall vote 
for any income tax that does not violate the essential principles 
of what an income tax should be. 

As to the necessity for an income tax, I wish to· call the at
tention of the Senate briefly to the fact that there is to-day a 
deficiency which it is hoped to remedy by economy in adminis
tration. The country is intent upon constnictive worl' in the 
future, constructi\·e worl' which as yet has not been undertaken 
in any comprehensive way. The country has already under
taken the constructive work of irrigation, and bas provided a 
fund for that purpose derived from the sales of the public lands. 
It has entered upon the constructive work of the Panama Canal, 
and has provided for that work by the issue of bonds. '.rbe 
country is determined to enter upon other constructive work, 
the development and the improvement of the waterways of the 
country; mlll there is a popular demand, voiced by both parties, 
that that work shall be entered upon in some scientific and com
prehensi>e way, and that there shall be a total annual expendi
ture upon it of at least $50,000,000. 

In addition to this the country will doubtless enter upon con
structiye work on its public buildings in some orderly way un
der a bureau of construction and arts. utilizing the talents of 
the great architects and artists and the great constructors of 
the country, and there will be a demand that at least $30,000,000 
annually be spent in this work. 

We have there before us at least $80,000,000 of constructi\·e 
work annmi.lly, which must be provided for. 

While I should, if nccesmry, vote for bonds to carry out a 
part of ·ti.Jis work-that relating to the waterways-I think it 
is incumbent upon us to lll'OYide in our general scheme of tax
ution for ample re.-enue that will cover this great constructive 
work which must be conducted by the country, in addition to 

the constructive work of our na.-y, in addition to the construc
tive work of our fortifications, in addition to the constructive 
work of our irrigation system, and in addition to the construc
tive work of our Panama Canal system. Eighty million dol
lars, therefore, in addition, must· be provided. I believe that 
there is but one way of providing for it, and that is by an in
come tax; and, regardless of the revenue afforded by this bill, 
which will all be used for administrative purposes, there will 
still be the ever-present demand for $80,000,000 annually in 
order to meet the great constructive work of the future. 

As the administrative expenses of the Government, amounting 
to over $600,000,000 annually, are to be paid by taxes on con
sumption, derived from internal revenue and customs, it is but 
fair that the additional burden, made necessary by needed public 
improvements, should be imposed upon wealth; and a tax on 
the surplus incomes· over and above $5,000 annually, gradually 
increasing with the income, is a tax upon that form of wealth 
which can best stand the burden. I believe we should test this 
question now, in the light of the new views presented in the 
recent debates, rind not leave the present decision to get the 
sanctity which age will give it. I believe that unless the Na
tion now asserts its right to this form of taxation the States 
will gradually adopt it; and then, when a time of emergency; 
comes, the objection will be made that we ought not to reach 
out for fields of taxation already occupied by the States. In 
time of emergency, such as war, this tax may be ·required to 
save the life of the Nation; and we should assert now the 
right of the Nation to this form of taxation, or it may be forever 
lost. 

The PRESIDING OFFICER. The question is on the motion 
of. the Senator from Rhode Island. · 

Mr. ALDRICH. On that I ask for the yeas and nays. 
The yeas and nays ~fere ordered. 
The Secretary pr<'>ceeded to call the roll, and Mr. ALDRICH 

responded to his name. 
Mr. BACON. I think, Mr. President, where there has been a 

debate on a question that, whenever a motion is to be put to· the 
Senate, it ought to be stated what the motion is. The Chair 
puts the question, and the Secretary, without giving an oppor
tunity for any Senator to even ask that the question be stated, 
begins to call the roll. That seems to have become the inva
riable practice. 

The PRESIDING OFFICER. The Chair stated that the 
question was on the motion of the Senato,r from Rhode Is"Iand. 

Mr. BACON. Yes, sii·; but I desire to know what that mo
tion is. 

The PRESIDING OFFICER. That motion, as the. Chair 
understands, is to postpone the consideration of. the amend
ment presented by the Senator from Texas [llfr. BAILEY] until 
the lOth day of June. The Secretary will call the roll. 

The Secretary resumed the calling of the roll. 
llfr. SMITH of Michigan (when his name was called). I am 

paired with the Senator from Mississippi [llfr. McLAWtrN], 
If he were present, I "1\0Uld vote "yea." 

'.rhe roll call was concluded. 
Mr. DANIEL. I desire to announce that my colleague [l\fr, 

MARTIN) is paired with the Senator from Oregon [l\Ii·. BouRNE]. 
If my colleague were present, he would vote "nay." 

The result was announceu-yeas GO, nays 33, as follows: 

Aldrich 
BeYC'ridge 
Bradley 
Brandegce 
Brio--:rs 
Bro~;n 
Bulkelcy 
Burkett 
Burnham 
But-rows 
Burton 
Curter 
Clark, Wyo. 

Bacon 
Bailey 
Bankhead 
Hornll 
Bristow 
Chamberlain 
Clapp 
Clay 
Culberson 

Crane . 
Crawford 
Cullom 
Curtis 
Depew 
Dick 
Dilling bam 
Dixon 
duPont 
Elkins 
Flint 
Fue 
Gallinger 

YEA.s-;;o. 
Grtmllle 
Gug-:;enheim 
Hale 
Heyburn 
Johnson, N.Dak. 
Jones 
Kean 
Lod<:e 
l\IcCuml.ler 
McEnery 
Nelson 
Oliwt· 
Page 

N.A.YS-33. 

Cummins La Follette 
Daniel llloney 
Dolliver Newlands 
Fletcher Overman 
Foster Owen 
Frazier l'ayn ter 
Gore Havner 
Hughes Shively 
Johnston, Ala. Simmons 

NO'l' VOTIXG-8. 

Bourne Davis 2\fat·tin 
Clarke, Ark. 1\IcLaurin Xixon 

So 1\Ir. ALDRICH's motion was agreed to. 

Penrose 
Perkins 
Piles· 
Root 
Scott 
Smoot 
Stephenson 
Sntbcr!and 
\\'arner 
\\"an·en 
Wetmore 

Smith, l\Id. 
Smith, S.C. 
Stone 
'l'allaferro 
'l'aylor 
Tillman 

Richardson 
Smith, :Mich. 
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TARIFF REVISION PROMISED. 

The Republican party declares 
unequivocally for a revision of the 
tarifl' by a special session of the 
Congress immediately following the 
inauguration of the next President, 
and commends the steps already 
taken to this end in the work as· 
signed to the appropriate commit· 
tees of Congress, which are now 
investigating the operation and 
effect of these schedules. In all 
tariff legislation the true principle 
of protection is best maintained by 
the imposition of such duties as 
will equal the difference between 
cost of production at home and 
abroad, together with a reasonable 
profit to American industries. We 
favor the establishment of a maxi· 
mum and minimum rate to be ad· 
ministered by the President under 
limitations fixed by the law, the 
maximum to be available to meet 
the discrimination by foreign conn· 
tries against American goods en· 
tering our markets, and the mini· 
mum representing the normal 
measure of protection at home, the 
aim and the purpose of Republican 
policy being not only to preserve 
without excessive duties the secur· 
itv against foreign. competition to 
which .American manufacturers, 
farmers, and producers are ent!· 
tied, but also to maintain the high 
standard of living of the wage
workers of this country, who are 
the most direct beneficiaries of the 
protective system. 

TRUSTS. 
The Republican party passed the 

Sherman antitrust law over Demo
cratic opposition, and enforced it 
after Democratic dereliction. It 
has been a wholesome instrument 
for good in the hands of a wise 
and fearless administration; but 
experience has shown that its ef· 
fectiveness can be strengthened 
and its real objects better obtained 
by such amendment as will give 
the Federal Government greater 
supervision and control over and 
greater publicity in the manage
ment of that class of corporations 
engaged In in tcrstatc commerce 
ha ,-hig power and opportunity to 
effect monopolies. 
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competition, or fixing prices should 
be prohibited and punished by law. 
\Ye especially denounce rebates and 
discrimination by transportation 
companies as the most potent 
agency in promoting and strength
ening these unlawful conspiracies 
against trade. 

CAPITAL AJSD LABOR. 

\Ye favor enactment and admlu-1 
istratlon of laws giving labor and 
capital Impartially their just 
rights. Capital and labor ought , 
not to be enemies. Each Is neces- j' 
sary to the other. Each has its 
rights, but the rights of labor arc . 
certainly no less " vested," no less 
"'-sacred," -and no less "unalien
able " than the rights of capital. 

RECIPROCITY. 

'IV e favor liberal trade arrange· 
ments with Canada and with peo
ples of other countries where they 
can be entered into with benefit to 
American agriculture, manufac
tures, mining, or commerce. 

Income tax, silent. 
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TARIFF. 

We welcome the belated promise 
of tariff reform, now offered by 
the Republican party, as a tardy 
recognition of the ri~?hteousness of 
the Democratic pos1tion on this 
question ; but the people can not 
safely in trust the execution of this 
important work to a party which 
is so deeply obligated to the highly 
protected interests as is the Re· 
publican party. We call attention 
to the significant fact that the 
promised relief is postponed until 
after the coming election-an elec· 
tion to succeed in which the Re
publican party must have that 
same support from the benefi· 
ciaries of the high protective tar· 
iff as it has always heretofore re
ceived from them ; and to the fur· 
ther fact that during years of un· 
interrupted power no action what
ever has been taken by the Repub· 
lican Congress as to correct the 
admittedly existing tariff lniqui·. 
ties. . 

We favor immediate revision of 
the tariff by the reduction of im
port duties. Articles entering into 
competition with trust-controlled 
products should be placed upon the 
free list ; material reductions 
should be made in the tariff upon 
the necessaries of life, especially 
upon articles competing with such 
American manufactures as are sold 
abroad more cheaply than at home; 
and gradual reductions should be 
made in "SUch other schedules as 
may be necessary to restore the 
tariff to a revenue basis. 

Existing duties have given the 
manufacturers of paper a shelter 
behind which they have organized 
combinations to raise the price of 
pulp and of paper, thus imposing 
a tax upon the spread of know!· 
edge. We demand the immediate 
repeal of the tariff on wood pulp, 
print paper, lumber, timber, and 
logs, and that those articles be 
placed upon the fre<> list. 

TRUSTS. 
A private monopoly is indefensl· 

ble and intolerable. We therefore 
favor the vigorous enforcement of 
the criminal Ia w against guilty 
trust magnates and officials, and 
demand the enactment of such ad
ditional legislation as may be nec
essary to make it impossible for 
a pri\·ate monopoly to exist in the 
United States. Among the add!· 
tiona! remedies we specify three: 
First, a law preventing a duplica
tion of directors among competing 
corpora tlons; second, a license sys
tem which will, without abridgin~ 
the right of each State to create 
corporations, or its right to regu
late as it will foreig-n corporations 
doing business wit1lin its limits, 
make it necessary for a manufac· 
turing or trading corporation en
gaged in Interstate commerce to 
take out a federal license before 
it shall be permitted to control as 
much as 25 per cent of the product 
in which it deals, the license to 

Income tax, stlcnt. 

Reciprocity, silent. 

protect the public from watered 
stock and to prohibit the control 
by such corporation. of more than 
tiO per cent of the total amount 
<Jf any product consumed In the 
United States; and, third, a law 
compelling such licensed corpora· 
tions to sell to all purchasers in all 
parts of the country on the same 
terms, after making the allowance 
for the cost of transportation. 

INCOME TAX. •. 
We favor an income tax as part 

of our revenue system, and we 
urge the submission of n constltu- . 
tiona! amendment ·spec!ftcally au
thorizing Congress to levy and 
collect a tax upon individual and 
corporate incomes, to the end that 
wealth may bear its proportionate 
share of the burdens of the Fed· 
era! Government. 

Reciprocity, silent.· 

EXHiniT 12. 

[Tables prepared by Byron W. Holt, October 15, 1906, 42 Broadway, 
New York.] 

TABLE 1.-Show_ing differences ~n dl8oounts between e:cport and ltome 
prices. 

Export discount Home discount I Percent Articles-Description. !rom list. irom list. differ· . 
ence. 

j Percent. Percent. 
Anger bits, Snelis or :Mathieson. 70 and 10 00 48 
Auger bits, Jennings pattern ..•. 70, 10, and 10 00 tiO 
Auger bits, Kings or Star .......• 80,10, and 5 llO 17 
Auger bits, Bates.: ............. 80 and 10 75 "38 
Auger bits, handled •........•••. 33! 25 13 
Auger bits, car, Jennings pat· 

00, 10, and 10 00 tern ........................... :23 
Alarms, electric ...•.....•..••••. 55 and 10 .55 11 
Axle pulleys ...............••.•. 00 and 10 00 11 
Ash cans, galvlill;ized ...•...•••.• 25, 10, and 2 25 17 
Bread or meat slicers .......•••.• 50 40 :2() 
Box trucks .....••.•.•......•••.• 50 40 20 
Barber's shears ••••..••.....•••••• 75and 5 70 26 
Bellhanger's gimlets .....•.•••••• 00, 10, and 5 60 17 
Boring machine augers .....••.•. 80 and 10 70and 10 .5Q 
Boring machine ship augers .•••. 50 and 10 40 ll3i 
Butts, door ...................... 50 40 :25 
Bolts, window ................... 55, 20, Sand 5 60 ~3 
Bells band, nickel-plated ••.•.••. 60and 5 00 6 
Bells: jingle .•••••.•... ···-·····-· 60 and 10 00 11 
Bits, expansive, Clark Brown ..•. 70 and 10 50 and 10 66 
Bits, expansive, Clark's gennlne .. 60 and 10 50 and 10 25 
Bits, expansive, cutters and 

70 and 10 50 and 10 ll6 screws ..•.•••••.••.•.•......•••. 
Bootjacks .••••....•.•.•..•.•.••. 55, Sand 10 -55 and 5 11 
Bench hooks •.•..•.... ·········-: 70, 10, 5 and 10 70, lOand 5 11 
Blacksmith's butterlses .•....•..• · 75, 10, 5 and 10 75, 10and 5 11 
Bridle rings ••.•... -... · .. ··•·••· 70,10, 5 and 10 70,10and 5 11 
Belthooks .••••.•........•..•••.. 80,10 and 10 80 and 10 11 
Blind binges ••••.••.. ·.····•••·· 75,10 and 10 75and 10 11 
Brass pulleys .....•.•.•••.••.•••. GO and 10 GO 11 
Bird-cage hooks ................. 50 40 20 

!~lis~!:~·:·~·:::::::::::::::::::: 
55 and 10 55 11 

70, 7! and 10 70 and 71; 11 
70, Sand 10 70 and 5 11 

Barn and cabin door catches ••... GO, 10, 10 and 10 00, 10 and 10 11 
Boxcomers .•••............•.... 80 and 10 80 11 
Bench screws ...•..••......•••. -. 10 Net. 11 
Cattle ties .•..•••..•.....•..•.... €0,10, 10 and 10 00,10 and 10 11 
Cornice books ...••. · · · · · · • • • · •· · 90,25 and 10 90 and 25 11 
Chandelier hooks .••....•...•••. - 70, 5 and 10 70and 5 11 
Chain bolts ........ ······•··•·••· 70 and 10 70 11 
Cake turners- .....•....•• · • · • • • • . 50 40 20 
Compasses and calipers •••.•. _ .•. 75,10 and 7! 75and 5 13 
Chisels, box ..••..........•.••••. €0 50 20 
Carpet stretchers, No. 5 .•.•.••••. 75 60 and 10 44 
Casters, stove leg .•.•.....•••.•.. 50 40 20 
Casters, rubber tire .............. 40 30 17 
Casters, boss ..•.......•..... · • · .. 80 70 and 10 35 
Coat holders ....... ; ..••......... 50 40 25 
Coat and hat hooks, crescent •.... 80 and 5 70 53 
carriage washers, perfection ...•. 20, 10nnd 2 20 17 
Chains, hitching .......... ····•·· 25,10 and 2 25 17 
carts, hand •••••••• .-•.....•...... 50 and 5 40 27 

gg~l !J:~feis: :::::::::::::::::::: 00,10 and 10 00 and 10 11 
GO, 10, 10 and 10 GO, 10 and 10 11 

Cowbells ........................ 70, 10, 5 and 10 70, 10 and 5 11 
Can openers ..................... 10 Net. 11 
Clamps .......................... 00, 10, 10 and 10 00,10 and 10 11 
Cotton, box, and hay books ... , .. GO, 10 and 10 50 and 10 11 
Curtain pins ......•... -.. -....... Wand 5 and 10 50 and 5 11 
Chest handles ........... __ ...•.. 60,10 and 10 00 and 10 11 
Corner braces .. _ ....... _ .......•. 80,10 aud 10 80 and 10 11 
Clothes iino pulleys •...........•. 70 and 10 70 11 
Door bolts ................ -...... 60 and 10 GO 11 
Door springs .................... 75 and 10 75 11 
Door checks ...................... 75and 5 and 10 75 and 5 11 
Door holders; pulls and knobs ... 50, 10, 10 and 10 CO, 10 and 10 11 
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gaged in the manufacture of galvanized sheet iron and sheet 
steel. I am receiving telegrams from those people to the effect 
that this rise in the cost of spelter, which has already occurred, 
increases very greatly the cost of galvanizing steel and iron 
sheets. 

The average quantity of zinc used in galvanizing a ton of 
sheet steel or sheet iron Is 323 pounds. This spelter has in
creased of late about $10 a ton, which means an increase per 
ton of their material, as they estimate, of nearly $2 a ton. 
There is a differential in paragraph 126 of this bill between 
ung!llvanized and galvanized of two-tenths of a cent a pound. 
It was no doubt intendetl that a large share of that two-tenths 
of a cent would vrovide for additional labor; but if this duty 
is imposed the ]!rice of zinc will so increase that the actual 
difference in the material will be more than two-tenths of a 
cent a pound. So I must nsk, if any duty is impost'<l. that the 
sche<lule with reference to galvanized iron shall be changed to 
meet the ehanged eondition~:<. 

Mr. President, the principle of protection does not demand 
that this duty be impose<l. It is not a languif;hing imlul'ltry; 
it is not an industry that r<'quircs a ]>enny of duty to make it 
profitable and increasingly profitable in the years to come. 

While its imposition will tend to destroy secondary industries 
which depend upon this for their raw material, the increase in 
price will also threaten not only a decrease in the quantity 
made, in the zinc that is smelted, and thus in th<: zinc ore which 
is taken from the mines, but the yery decadence and almost de
struction of the industry itself, I can hardly unclersta.ud how 
those who arc intPreflte<l in zinc orP, who have certainly as 
profitable mining interests as any in the llnited State><, the one 
that has >:hown the greate~t inn·ease in profits. slwultl be com
ing here to Congress and asking for this absolutely unnecessary 
duty-a duty noj only unnecessary to themRelvPs, hut hurtful 
to all the relatPcl intlnstriPH, So I trust. ::lfr. l'rPHi<lPnt, that 
this )Jaragraplt will he stricken out of the bill, and thal the law 
will be left aH it is, 

Mr. HEYBURN. 1\fr, President--
The PHESIDING (WFJCgn. 'l'he Chair lays before the Sen

ate a message from the President of the United States, which 
will be read : 

Mr. LODGE. Mr. President, I suggest the absence of a 
quorum. 

The PRESIDING OFFICER 
'l'lle Secretary called the· roll, 

swered to their names: 

The Secretary will call the roll. 
and the following Senators an-

Company (157 U. S., 429) was held by the Supreme Court to 
be a direct tax, an<l therefore not within the power of the l!'e<l
eral Government to impose unless apportioned among the sev
eral States according to population. This new proposal, which 
I did not discuss in my inaugural address or in my message at 
the opening of the present session, makes it appropriate for me 
to submit to the Congress certnin additional recommemlations. 

The decision of the Supreme Court in the income-tux <:>uses 
deprived the National Government of a power which, by reason 
of previous decisions of the court, it was generally ~npposed 
that Government had. It is un<lonbtetlly a powPr the National 
Government ought to have. It might be indiSJl<'nsabl<' to the 
Nation's life in great crises. Although I have not considered a 
constitutional amendment as necessary to the exercise of eertain 
phases of this power, a mature cous.ideration ha~ satisfietl me 
that an amendment iH the only pro]Wr course for itH estahlish
ment to its full extent, I therefore recommend to the Congress 
that both Houses, by a two-third,; vote, shall propo~e an amend
ment to the Constitution conferring the ]lower to levy an inl'onw 
tax upon the National GovPrnmcnt without appurtiomucnt 
among the States in proportion to llOJlU Ia tion. 

'.rhis course is much to be preferred to the one ]lrO)Josctl of 
reenacting a law once judicially declared to be unconstitutional. 
l<'or the Congress to assume that the court will reYerse itself, 
and to enact legislation on such an a~~umption, will not 
strengthen popular confidence in the stability of judieial con
struction of the Constitution. It is much wiser policy to acce]Jt 
the decision and remedy the defect by amendnwnt in due nnd 
regular course. 

Again, it is clear that by the enactment of the propo~P<l lnw 
the -Congress will not be bringinp: mom'Y ir1to ti!P TrPa~ury to 
meet the present detidene~·, but b;; putting <•ll thP ~tatu!P hook 
a law already there aml JWY<'l' reppa]P<l will sirnply h.e sug
gesting to the execntil·e ollk!'I"H o~ the <:oYPl"llllll'll t t hPl !" l"'.s
sible duty to invoke litigation. If the eourt ~lwultl ~lmmtam 
its former view, no tax would he <~ollectetl at all. If rt should 
ultimately reverse itself, still no taxes would llnYe bren col
lcetrd until after protracted delay. 

It is said the di1liculty aJl(l delay in seeming the approval 
of three-fourths of the States will destroy all chanee o~ adc>!'t
ing the amendment. Of course, no one can spe~tk w1th cer
tainty upon this point, but I have bceome eoavll:<'ed thttl ~~ 
great majority of the peovlc of tlliH country are m fa.vor of 
vesting the National Government with po~ver to levy. an mconte 
tax, and that they will secure the adoptiOn of the a mendmcut 

Aldrich Clark, Wyo. Gamble Overman in the States, if proposed to thPm. . 
Bacon Clay Gore l'age S'<'COIIll, the decision in the Pollock caf'c left ]lOWer 111 tll.o Bailfy Crane <:nl(genlleim l'avnler ' - · h" 1 
nanl<head crawford IIeyhmn l'<·i·kin-s N'•ttional Government to levy nn (~XCIHC tax, \Y IC 1 nccoi~t-
Borah Culberson Hughes l'iles pllshes the same purpose as a corporation income ~ax antl HI 
Bourne Cullom Johnson, N, Dak. Hayner fr·ee frolll certain objections urged to the proposed mco!lle-tax 
Brandegee CtJmmins Johnston, Ala. Hoot 
Brlgi;s Curtis Jones Hrott measure. . b"l i 
Bristow Daniel Keun Himmons I therefore recommend an amendment to the tanff .1 l m-
Brown navis La Follette Hmith, l\!d. posing upon all corporations and joint stock cou:pames fo1• 
Bulkeley lllck Lodge Smith, S.C. ( h · t d) s banks Burkett Dillingham :McCumber Smoot profit except national banks ot erw1se a~e ' sanng. ' ' 
Burnham Dixon 1\IcLaurln Sutherland and building and loan associations, an excrse !ax m;~s:n·~l ?Y 
Burrows Dolliver Martin 'l'nllaferro 2 pnr ceilt 011 the net income of such corporatwns, llus _IS ••• 111 
Burton duPont Money ~L'illman ~ · t· fi 1 
carter J<)]kins Ndson Warner excise tax upon the privilege of doing busnw~R ~~s !1!1 ~r- 1 em 
Chamberlain Flint Newlands Wetmore entity and of freedom from a general partnership liability en-
Ciapp Gallinger Nixon joyed by those >rho own the stock. . 

The PRESIDING OFFICER. Seventy-one Senators have an- I •tm informcll that a 2 ]ler ec-nt tax of tlus character would 
s"·ered to their names. A quorum of the Senate is present. The hrin~ into the Treasury of the l:'nitell States not less tha~ 
secretary will.reud th!!' message from the President of the United $25,ooo,ooo. 

1 States. The decision of the Supreme Court in the ease of Sprecke s 
The Secretary read as follows: Sugar Refining Company a17ai~1Ht :\[c?ln~n .(1?2 ~·- ~-· _:3D7). ~eems 

To the Senate cma IIo1tse of Representatives: ··!early to establish the vruH~tple th,t1. Htl< h ,t Ltx ,ts this rs nn 
It is the constitutional duty of the President from time to c ·cise tax upon vrivilege and not a direct tax on proper!~, and 

time to recommend to the consideration of Congress such meas- ?X "thin the federal power without apportionment accor<lmg to 
ures as he shall judge necessary and exrJCdient. In my inangn- ~~o~~lation. The tax on net income is prcf?ra!Jle to one ~Jropor
ral address, immediately preceding this present extraordinary t"on· te to a percentage of the groHs recPI]lt:-:, hpeausc It IS u 
~;ession of Congre:o;s, I invited attention to the nece:::sity for a t~x '~von success aiHl not failnrP. It impm,Ps n. lnn:<ll•n at tho 
revision of the tariff at this session, and stated the principles Hource of the income at n time wllen the corporatwn 18 wellnble 

h . h I th 1 t th r "sion should be effected I to pay and when collection is easy. . . upon w IC ong J e evi , . re- A ther merit of this tnx iH the ft•tlPrnl SUJ>Pn~IsJOn which 
ferred to the then rapidly increasing deficit and pointed out the ~obe exercised in order to make tlt<' law Pfl<'('lll"e over. the 
obligation on the vart of the framers of the tariff bill to arrange ~1us , 

1 
accotints mul business transal'tinn:-; of nil <"orpora t 10ns. 

the duty so as to secure an adequate income, and suggested that .mnua • f 1 1 f the 
if it was not possible to do so by import duties, new kinds of While the faculty of ass~uning a corvyrntP _oru~ m~.; .'<'l':l 

0
, _ 

taxation must b{) adopted, and among them I recommended a utmost utility in the busmes::: world, It 18 abo tt m' ,l!,tt finbstan 
· 1 t 1·.1lly all of the abu~es and all of tl!e el'ils 11·1Iicll lw ~·<' nroused graduated inheritance tax as correct in prinCI]l e and as certain ' ' 1 1 1 h the 

and easv of collection. The House of Heprcscntatives has the public to the necessity of reform wPrl' ma< L' po:-;~ 1 .' e Y ' 
J f this very faculty. If now, by a perfectly lt•gi tnua te and 

allovted the suggestion, and has provided in the bill it passed ueffseecot
1
·,·e S'-"'teni of taxation, we are inci<knta lly able to rosi<eHs 

for the collection of such a tax. In the Senate the action of its J- 1 1 r f tl e 
Finance Committee antl the course of the debate indicate that the Government and the stockhol<1ers ~tnd t 1P pu l Ic. 0 1 

' JcnO\'"lc<lgc <lf the renl lmsiliCSH tran~actwns and the gillllfJ nnd it may not agree to Olis ]ll"oYision, and it IS now Jli"Oposcd to . ' 1 1 1 1 mg 
make up the tlPfi<'it by llw impo:-;ition of a general income tax, proflts of ewry corvoration in the country, we ~~ve nu~~fch ~ay 
in form and snhstnneP of nlmo~t exactly the same character as step toward that supenisory control of corpora wns" · 
that which in the ens" of I'"llo:-1;: r. Fnnners' Loan and Trust prevent a further abuse of power . ... 
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I recommend, then, first, the adoption of a joint resolution by 

two-thirds of both Houses, proposing to the States an amend
ment to the Constitution granting to the Federal Government 
the right to levy and collect an income tax without apportion
ment amonl-'( the States according to population; and, second, 
the enactment, as part of the pending revenue measure, either 
as a substitute for, or in addition to, the inheritance tax, of an 
excise tax upon all corporations, measured by 2 per cent of their 
net income. 

\VM. IL TAFT. 
j_'nE \VnrrE IIousi·~. J-une 16, 1909. 

The PRESIDING Ol<'l!'ICER. Without objection, the message 
will he print ell ( S. Doc. No. !)8) and referred to the Committee 
on l<'inance. 

l\Ir. IIEYBUHN an<l l\Ir. GORE n<ldresse<l the Chair. 
The PHESIDING OFI<'ICI~R. The Senator from I<laho [1\Ir. 

HEYBURN] has the floor. He rose first, and has heen recognized. 
Mr. IlEYBUilN. I think I wns recog1tized IJefore the mes

sage was received. 
j_'he PRESIDING Ol!'I•'ICER. Does the Senator from Idaho 

yield to the Senator from Oklahoma? 
l\Ir. ngYBUHN. l!'or what purpose? 
Mr. GOim. I wish to oiJject to tlw reference. I should like 

to make a RU~g(•stion. 
l'IIr. HEYBUUX. I yield for the Senator to make his ob

jection. 
1\Ir. GORE. I <leRire to make n motkn, l\lr. l'resitlent. I 

inquire if the Sen a tor from lllaho has yielded'! 
The PRESIDIC\U OFFICI~R. The Senator has yielde<l. 
l\Ir. GORE. Jllr. President, as I understand, the Chair pro

posed--
Mr. HEYBURX I did not yiel<l for remarks accompanying 

the motion. I thought the Senator mer_ely desired an. oppor
tunity to object. I have the floor for the purpose of discussing 
another matter. 

1\fr. GORE. Jlfr. President, I did not want the announcement 
ma<le that the message was referred, because I desired--

Mr. ALDIUCH. It has already been referred. 
The PRESIDING OFFICER .. The reference has already 

been made, and the Senator from I<laho has been recognize<} 
upon another subject. 

Mr. GORE. I was trying to get the attention of the Chair. 
1\fr. BACON. Mr. President, if you will panlon me a sug

gestion, the question of reference of a measure of any kind is 
always in the control of the Senate. It is the custom to yield 
that to the Chair, subject, of course, to the right of the Senate 
to decide that matter. I submit to the Chair that the Senator 
from Oklahoma was in time, b'ecause the Chair did not put any 
·question with reference to it and there was no opportunity to 
make any objection:. 

Mr. HIDYBURN. Mr. Presi<lent, I had asked for and ob
tained recognition, if I am not entirely mistaken, before the 
message from the Presidl'nt was received. 

Mr. BACON. Very well. 
. Mr. HEYBUR~. And I merely yielded the floor for the pur
pose of 11aving tlw message received and read. 

'!'he PRIDSIDING Ol•'l<'ICER. 'l'he Chair is of the opinion 
that the question of reference may be considered open. The 
Senator from Idaho [Mr. liEYllURN] had the floor. He yielded 
for the reading of the message; and if the yielding of the Sen
ator from I<laho gave room fot the reference of the message by 
consent, it gave room al:-;o for a motion regaruing the reference 
or for an objection. So. the Chair does not think that the 
question ougl!t to be consitlered closed by tl!e rather peremptory 
·treatment of the subject, which is customary, and which ordi
narily is treated as IJeing subject to being open for any objec
tion or motion. The Chair will recognize the Senator from 
Oklahoma for the vurpose of making an objection to the refer
ence of the message or a motion in regard to it. 

llfr. GOHE. j_'hen, I move thtlt the I'resitlent's message just 
i.·ead be refcrre<l to 1lw Committee on Finance, with instructions 
to that committee to revort, on or before Friday next, a joint 
resolution proposing an amenament to the Constitution of the 
'United Stutes authorizing the levy and collection of an income 
tax in accortlance with this messal-'(e. 

l\fr. HEYBURN. I retain the floor, l\Ir. Presi<lent. 
Jllr. JllcLAUHIN. Is that debatable? 
l\Ir. I-IEYBTJHX If it is debatable, I have the floor. 
Mr. l\IcLA UIUN. I UJH1erstand. 
J\fr . .ALDHICII. I more to Jay the amendment upon the 

tllble. 
1\Ir. GOltl<J. I wish to motlify the motion by striking out 

"in ucconlance with thi:-; message." t 
XLIV--~10 

Mr. ALDHICH. I move to lay the motion on the table. 
The PRESIDING OFE'ICER. 'l'he Senator will mo<lify hi~ 

motion in accordance with his own wishes. The question then 
will be upon agreeing to the motion of the Senator from Hhode 
Island. · 

1\ir. ALDRICH. To lay the motion for instructions upon 
the table. 

Mr. LODGE. To lay the motion for instructions upon the 
table. 

1\fr. GORE. 1\Ir. Prcsitlent--
llfr. LODGE. That is not debatable. 
Mr. GORE. Under the motion to table I have no right to 

discuss it, but by unanimous con~!'nt--
1\Ir. LODGE. 'l.'he motion is to rPfer to tlw Connnittre on 

Finance. The Senator from Oklahoma vropoHes to amend it by 
adding instructions. The motion of the Senator from Hhode 
Island is to lay the amendnwnt on the table. 

1\Ir. 'l.'ILLl\IAN. I think the NPna tor from l\Iassachnset ts is 
in error then'. Tlwre iH no mot iou in n•gard to this messar;e 
at all, but it is the action of the Chair in having under 
the oi"tlinary course referred it to the committee without a 
motion. 

1\Ir. ALDIUCH. The Renatm·, 1 think, is mistaken in that. 
The suggestion was made that it be referred to the Committee 
on Finance. 

J\lr. 'l'ILL:MAN. By whom? 
J\Ir. ALDHICH. Hy the Chair. 
1\lr. 'J'ILLl\IAi\1'. But the Chair e:m not make a motion. 
l\Ir. ALDRICH. '!'hat is thr motion. 
l\Ir. J\IONIDY. I rifle to a Ilarliamentary inquiry. 
The PRESIDING OFI•'ICJ<;H. 'l'he :Senator from Mississippi. 
Mr. ALDRICH. It goPS the1·e untler the rule. 
l\Ir. TILLl\fAN. But there is no motion. 
Mr. MONEY. I umlerstood that the Senator from Oklahoma 

had the floor to make a motion. He had a right io move, anll 
he had a right to say what he pleased upon that suiJject; and 
who could take him off the tloor by n motion to table'/ He 
had the floor. The motion to refer is not privileged. You can 
not take a Senator off the floor who has it by the recognition of 
the Chair--

Mr. HBYBTJH.N. lie had it by unanimous consent. 
l\Ir. MONEY. Not by unanimous consent, hut hy the recogni

tion of the Chair. You were on the floor for something else, jlS 
you stated yourself, an<l the Chair ruled you wt>re not in order 
or dill not haYe the floor because the matter of reference had 
not been concluded. The Chair then recognizr<l the Senator 
from Oklahoma, who proceeded in his own right to make a 
motion to refer with instructions; and he has the right to say 
what be chooses on that subject, and can not he taken off the 
tloor by some other Senator who wants to make a motion to 
table. 

1\fr. ALDRICH. The Senator from Oklahoma had taken his 
seat, antl I was recognize<} in due courRe hy the vresi<ling ollicer 
an<l made the motion. ' 

Mr. HEYBlJHX 1--
llfr. MOXEY. I did not know that was the fact. I thought 

the Senator from Oklahoma was standing all the time--
J\Ir. ALDRICH. Oh, no. 
Mr. MONEY (continuing). And waitin~?: an opvortunity to 

continue wlwt he had to say. Of course if he ltatl taken his seat 
and abandoned the floor, that is another question. 

Mr. HEYBUH:L-1. I yielded the floor for a purpose that was 
expressed and limite<l. I had the floor before the message came 
into the Senate. 

Mr. 1\fOXEY. I know you had. 
l\Ir. HEYBURN. I yieldell for the purpose of receiYing it. 

I ditl not yield for the purpo~e of consitlt>ring the question 
whether it should go to this cnmmittcP or that committee, and 
all that has intenenetl since the rt•atling of the mesEage was 
concluded has heen under a wnher on my part, as a matter of 
courtesy. I \VUS proceeding to S]Wak upon the question under 
consi<leration, which is not the messagc--

l\lr. l\IOXEJY. 'l'he Chair has already ruletl, as I umlcrstand, 
against the position of the Senator from I<lnho; but whether 
he has or not, he certainly will rule that way when his atten
tion is called to it, because, having the message hen•, the ~en
ator can not resume the floor uvon another que:-<tion, and thus 
interrupt the proper reference· of t!Ja t mes;;agt>. He has no 
right to the fioor until that is di~posetl of. 

:\Ir. HEYBTJHX. The disposition of a ml'i'S:tgp iH not privi
leged. 'l'he rereiYing of a mes:-<age is. I yi!'i<lPcl to priyiJpgetl 
IJusine!'>s. I hatl not yieltll'd to the t]Hestion or tlu• tlispo:-<ition of 
this message. That might involn~ a wt•el(s <lisen:-<!' ion; and 
having had the floor, I am entitlctl to retain it. I may yield 
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it wi1hin the ruiN: ·of file Rcnat!' for a limited 1111rpoo:e, for a, 1\Ir. ALI.HUCH. I im:ist upon tlw regular ortier, .Mr. iPrP~i-
.question, or for a more extPIH1P<l JHll'JlOS<·'. 'l'llat is entirely-- dent. 

'l'lle PltESIDIXG Dli'~'ICEH. The Chair is of the opinion J\Ir. GORE. I wish to reform my motion. 
that the-- ; Mr. ALDRICH. That is not possiblP now. 

1\lr. NeLSO~. I rise to n poiut of ordl'l". i Mr. RAILEY. I hope the Senator from Uhoue Island will not 
1'lw l'IUllSIDING· O:B'FICEH. The Senator from Minnesota. object to that. I will not Tote for this motion as it is worded 

will state his {loint of order. because if they are to report a constitutional amenument to th~ 
Mr. NELSON. I make this suggestion to the Senator from · .Senate I shall insist on giying CongreRs the power to gmduttte 

Rh<H1e Island: A motion to Jay this amemlmcnt on the !table i the income tax, and I think we will gi\"c Senators on the ,ofucl: 
lays the whol<! proposition on the table. 'l'hnt is the !fiCneral side a little more than they lmrgain for when we get to that 
rult• of parliamentary l:n\. proposition. The Senator from Oklahoma, I am sure :agre~s 

Mr. KEAN. Not in the Senate. . with me that if we are to have the necessity of u long dud tedi-
1\Ir. NELSOX. The only exccpti·on to the rule is found in 'ous constitutional amendment it shall l>e one that will not n~cll 

Rul<• XYI : to be amended for many years to come. 
Any arnendmPnt to a g-enPrnl nppropriation bill may be laid on the I hO!>e the Senator froni nhode Island will not insist upon the 

table without pr<'judicc to the bill. technical rule which will pre\ent the reformation :of the :sena-
This is not a general appropriation bill, and it does not come tor's motion in accordance with the Senator's YiDws. 

within the mle. The PRESIDING, OFFICER Tho Chair is of the vpinion 
l\fr·. LODGE. If the Senator will ex:euse me, be is not •quoting • that while the Senator from Oklahoma is not now at liberty to 

the rule which applies. It reads: vary in any respect the motion which he actua:lly made, if'the 
When an amendment proposed to any pending measure is laid on the Secretary has failed <to correctly record the motion whicll ·was 

table, it shall not carry with it, or prejudice, such measure. made, the Senator from Oklahoma may correct it. 
"Any pending measure." Mr. GOitE. I withdraw it, and make it in this ·shape .. In 
Mr. NELSOX This is a motion to refer. !fact, the ·secretary (lid not report it as I suggested it. 'The 
1\lr. LODGE. This is a pending measure. motion was to instruct the Finance Committee to re])ort a jOint 
'l'he PRESIDING OFFICER. The Chair is of the opmwn resolution ·submitting a eonstitutiona1 amendment. The Secre· 

that since the Senator from Idalw yielded to permit the Ten<l- · tary did not read it in that way. I wish to submit the motion 
ing of the message of the President and the reference of the in this shape, that the l!'i'D.ance Committee shall be linstrucmd to 
message to the appropriate -committee, or other disposition of report, on or before Friday next, a joint resolution :submitting 
the message, H is no longer within his power so to :limit the ' a constitutional amendment authorizing :the levy and .collection 
·o.pportunid;y as to .say whether or not the .Senator ifl'om Okla-; •Of .nn income ltax. 
homa has the right to discuss the proposition for the il'efcrencc · Mr. CLAPP. The Senator from Oklahoma will allow me to 
of the message. The Chair, however, understood the :Senator ' call !his .attention---· · 
from Olclah.~ma, having offered his tWlolution, which was in the, Mr. ALDRICII. I must irn:;lst :npon the regular ot•der. 
;nature of an amendment of the proposition to refer the message' Mr. CLAPP_ I rise to a point ·Of order. 
rof the President to the l<'inancc Committee, to yield the floor.· 'l'he PIUDSIDING OFl!'ICER. 'l'llc Sena1or will state his point 
He· r•efraincd· from supplementing his motion by any observations. of order. 

'!'hereupon the Senator from !thode Island rose and moYecl·to 1\Ir. CLA.PP. The point of·{)rder is that the Chair had already 
lay on ilie table the amen<l.ment offered b,1· thP Senator from announced in pro fOTma ma.nner that the message would be re
Oklahoma. 'l'hat motion lmvinp; been ma<lP, the Chair is <Jf ferred to the Finance Co=ittee. 'l'he Senator from {)klahoma 
the opinion tllat it must be voted 011 by ihc Senate without de· rose, nnd when lw got tile opvortnuity to make his motion, ·ii:Jis 
bate, and that if the St>nate refuses to lay 'the nlQtion of the first wordR w<'rc-they struck some of us with surprise, because 
.Sf)nator from Oklahoma on the table, the Senator will then we .suvposed he wanted to refer the message to some other •com
ba,·e the right to discuss it at such length as he desires. rnittee-that he moved to refer it to the Committee on Finance, 

Mr. McLAURIN. I should like to hear the motion of the with instructions. 
:Senator from Oklahoma reported. Mr. :McLAUIUN. That is correct. .t 

Mr. 1\IONEY. Wait a moment. 1\fr. CLAPP. That is uot an amendment to anythinit. There 
The PRESIDING O:B'FICER. The .Secretary will re11ort the : w&s no prorJosition before tile Senate to refer it to any eom-

mptiou of the Senator from. Oklahonm. miitec. 
'1\Ir. 1\IONEY. One momPnt. 1\Ir. ALDRICH. I am quite willing- that the YOte shall" be 
l\Ir·. HEY1H7RX. I will inqnin' of the Chnir as to the status takPn upon the proposition now made by the Senator from 

of my right to the floor. I-Iaye I lost it? If so, when? Oklahoma. 
'l'llc PllESIDIXG OFFICER. The Senator from Idaho has The PRESIDIXG OFFICER 'rlw Chair is of the opin'ion 

the floor, subjPct to the disposition I.Jy the Senate of the messngc that the mcsFap;c of the Presi<lent haYing bPcn referred to the 
of the l'rcRicknt which Jws been rmd. l<'lnance Committe<~ without objeclion---

1\Ir. HEYDUUX. I will resume the floor when that is con- Mr. GORE. It was not without objcdion. 
dtH1ed. The PRESIDING OFFICER. 'l'hc RC"nator will suspend for 

The PRESIDI~G OFFICER. 'rhe Secretary will report the a minute~ until the Chair has s1·ate<l the mnttPr fully. 'l'hat l.lafi 
resolu1ion offc•rt'<l by tlH' Ht>nator from Dklnlloma. bePn. hy <:ommon consent, rep;anlPll as OJil'll. for the purpose of 

The SrwllETAllY. 'l'hat the FinaneP Committee be instructed-- an objection or a motion in respect to the reference of the mes
l\Ir. MONEY. Mr. President, I ha\c something to say, if yon sage. Inasmuch as the Senator from Oklahoma does not ob

will vermit me for a moment. I 1Yant to explain to the Senate ject to the reference to the Finance Committee or propose any 
'and tile Chair that I think the Chair has rule<l correctly upon other reference, his motion must be rep;nrde!l ns u motion 
this matter throughout. I llllOlogizP to the Senator from Rhode pure and sim]>le to instruct the li'inm1eP Committee. 'l'he qnrs
Island, because I was not aware that the Senator from Okla- tion is no"· npon the motion of the Senator from Ilhodc Is
honm had yielded the floor. I did not see him sit down, and land to lay on the table the motion of the Senator from Oklft· 
con~equently I 11as under the mistake of supposing that he was homa. 
still on the floor, with the intention of submitting some remarks Mr. GOHID. I tlesire the yeas anll nays. 
on this subject. 'l'hc yeas and nays were ordered. 

The PRESIDING OFFICER. The Secretary will report the Mr. GORE. I wish it understood---
resolution. The Secretary proceeded to call the roll. 

The SECRETARY. The Senator from Oklahoma moves that Mr. GAMUI"E (when his name was called), I am tempo-
the Finance Committee he instructed to report on or before rarily paired with the junior Senator from Indiana [1\fr. 
Friday, June 18 next, an income-tax amendment in accord- SHIVELY]. I transfer the pair to the senior Senator from New 
·ance with the recommendations in the message of the President. York [Mr. DEPEW]. I make this announcement for the day. 

1\Ir. GORE. 1\fr. President--- I will vote. I vote "yea." 
Mr. McLAURIN. I just want to say that, as I caught the 1\Ir. McLAURIN (when his name "·as called). I nm pairetl 

motion of the Senator from Oklahoma-and that is the reason on this Y"Otc with the junior Scnntor from Michigan [Mr. 
1 called for the reading of the motion-his motion was to refer SMITH]. If he were present, I should vote "nay;" I announce 
to the Committee on Finance, and with these instructions. I , thiR pair for the da,. 
think the stenol!;raplwr'R notes will bear that out. 1\fr. NEWhi\.NDS (when his name was called). I am palrc<l 

Mr. ALDRICH. Question! with the senior Senator from Pennsylvania [Mr. PENROSE]. I 
1\fr·. GORE. The statement made by the Secretary docs not transfer the vair to the senior Senator from Oklahoma [Mr. 

quite state my motion. OwEN], nn<'l will vote. I vote •• nay." 
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The roll call having been concluded, the result was an

nounced-yeas 51, nays 25, as follows : 

Aldrich 
Borah 
Brnndegee 
Briggs 
Bristow 
Brown 
Bulkeley 
Burkett. 
Burnham 
Burrows 
Burton 
Carter 
Clap[J 

Bacon 
Bailey 
Bankhead 
Chamberlain 
Clay 
Culberson 
Daniel 

YEAS-51. 
Clark, 'Vyo. Frye 
Crane Gallinger 
Crawford Gamble 
Cullom Guggenheim 
Cummins Hale 
Curtis Heyburn 
Dick .Tohnson, N. Dak. 
Dillingham .Tones 
Dixon Kean 
Dolliver La Follette 
duPont Lodge 
Elkins :McCumber 
I<'llnt Nelson 

NAYS-25. 
Davis 
!<'letcher 
J1,oster 
Gore 
Hughes 
.T ohnston, Ala. 
McEnery 

Martin 
Money 
New lands 
Overman 
Paynter 
Hayner 
Simmons 

NOT VOTING-15. 
Beveridgo Depew Penrose 
Bourne Frazier Hi<"hnrdson 
Bradley McLaurin Shively 
Clarke, Ark. Owen Smith, Md. 

So the motion to table was agreed to. 

Nixon 
Oliver 
l'age 
Perkins 
l'iles 
Root 
Scott 
Smoot 
Sutherland 
Warner 
Warren 
Wetmore 

Smith, S.C. 
Stone 
Taliaferro 
Tillman 

Smltll, 1\Iich. 
Stephenson 
~~aylor 

~'lie l'Rl!JSIDING Ol~FICFJR. The message stands reff'rred 
as upon the original dl;claration, and the Senator from Idaho 
is recognized. 

Mr. BEVERIDGE subsequently said: 1\Ir. President, I was 
necessarily absent when the vote was taken on the motion 
of the Senator from Oklahoma [Mr. GonE]. If I had been 
presc>nt, I should have voted "yea " upon the motion of the 
Senator from Rhode Island to lay that motion on the table. 

Mr. HEYBURN. Mr. President--
Mr. BROWN. Will the Sen a tor yield to me for a moment? 
Mr. IIEYBUHN. I will yield for a moment, hut for nothing 

that will displace the pending business. 
Mr. BROWN. Out of order I offer a joint resolution. 
The PRESIDING OFFICER. Does the Senator from Idaho 

yield to the Senator from Nebraska? 
Mr. HEYBURN. I yield for the purpose of allowing the 

Senator to introduce a joint resolution. 
The PRESIDING OFFICER. Out of order the Secretary 

will--
Mr. HEYBURN. Not for any comment. 
l\fr. BROWN. No. 
Mr. BACON. Under the rule, the Senator can not yield for 

that purpose. 
Mr. ALDRICH. 
Mr. HEYBURN. 

suggest it. 

That is true. 
I think that is true, but I did not care to 

The PRESIDING OFFICER. Except by unanimous con
sent--

Mr. BROWN. I ask .unanimous consent. 
Mr. BACON. The rule is that the Chair shall enforce it with

out any point of order being raised. 
Mr. BROWN. I ask unanimous consent that the joint resolu

tion--
Mr. HEYBUR~. It can not he given. 
The PRESIDING OFFICER. The Cheir is of the opinion 

that it can not be done until the Senator from Idaho has yielded 
the floor and the Senator from Nebr:u;ka proceeds in his own 
right. 

Mr. HEYBURN. Mr. President, I do not suppose there ever 
was an occasion in the history of the Senate where the condi
tions that confronted us and the questions to be determined 
changed so rndically between the time that a Senator was rec
ognized and the time that he came hack five minutes later upon 
the floor. We were engaged in considering how we might raise 
reveriue to conduct the affairs of this Government and inci
dentally, protect the American people in the field of comv~tition 
against foreigners. 

Since I tlrst addressed the Chair, about ten minutes ago it 
would seem that one of these great questions was pretty nea'rly 
eliminated from consideration. When the Finance Committee 
iirst revorted this bill, they rqported correctly, in my judgment 
that it would provi<le the revenue necessary to conduct the af~ 
fairs of the Goyernment. If that is true, and I believe it is 
true, where is the necessity of proposing these statutes providing 
for a tax upon the incomes of the people or a tax upon the gross 
earnings of corporations, or any otlJCr kind of a tax, in addition 
to those proposed in the hill, which already provides a sufficient 
fund for this Government? 

I have never known such a revolution to occur in proposed 
legislation in the few minutes that have elapsed. I feel as 
though the Republican party were brought up in this moment 
face to face with the question whether or not tlwy shall main
tain the old protective tariff policy or whether they shall ste11 
aside and seek to carry out the vagaries of thoFe whose idea 
of government is to get what the other man lws and to keep 
all they themselves have. In other words, to make the statutes 
that arc intended to affect the civil rights of tlw citizens penal 
Rtatutes. In other words, to see whether or not you can not 
devise some means here to meet the demanu not of those who 
think and who benefit by thinking, but of the great mass whose 
cry goes up at the dictate of a local leader. ;what occasion 
can there be, if the Goven1nwnt is providc<l with ~uftieient reve
nue under thi~:> law, of enac-ting some additional law that will 
provide a larger sum of moiH'y"! ·what are we going to do with 
it? Has some one some covert illea of a IH'W plan of goyern
ment, by which we are going to branch out: an<l KJlC!Hl mon~ 
money than is required under the present system"! If so, it 
should be disclosed. 

l\7hat would you do with the revenue that was receiwd from 
an income tax when you already have money enough in tlw 
~·reasury to meet the Government's necc>ssiti(•H? TlH•re is in my 
untamed bosom an idea. I would like to see an income tax 
levied upon certain things and for certain purposes and within 
certain limitations. hut it does not emnnate from the conscien
tious idea that I have of the clutv whkh confronts me. "'e 
were not callc>d together lwre for 'the purpose of gettin;.{ ('Ven 
with somebody or punishing sonwhody. 'Ve were called to
gether for the purpose of revising the revenue law that proYides 
the money fo1· the expenses of the Government, and in t1oing 
that the man wlto would allow the spirit of resentmeut or the 
spirit of opposition to interest to enter into it-well, in my 
judgment, he would have forgotten the duty that rested upon 
him. 

I rose to discuss the zinc item in this bill, and In doing so 
it was my puq1ose to uiscuss it, first, from the standpoint of the 
revenue which we are here to provide, and, second, in its rela
tion to those interested in that enterprise; and I will lean! fur
ther consideration of the suggestions contained in the me~sage 
for :t future occasion. It may be that we will not succeu1 in 
passing any hill that will provide enough revenue through our 
custom-houses, and then we would he compelled to go out and 
resort to some other kind of taxation. But the founders of the 
Government never intended that that should he true. I was 
vroposing to discuss this question along the lines of first (in
tention on the part of the founders of the Government; an'd I 
will not enter upon a discussion of the principle of protection at 
this time, because we have already discussed that question. 

.l\1r. I'resitlent, it is my purpose to offer an amendment to the 
substitute offered by the Senator from Rhode Island, my amend
ment to provide in the beginning of the paragraph-

Zinc contents contained in zinc-bearing ores of all kinds, 1 cent per 
pound. 

I intend, if I ean, to have the attention of those wl10 will 
vote upon this question. I will not svend one minute upon this 
floor in order to make a record of what I say. I suggest the 
absence of a quorum. 

~'lie VICB-l'RESIDENT. The Senator from Idaho suggests 
the absence of a quorum. ~'he Secretary will call the roll. 

'l'he Secretary called the roll, and the following Sen a tors an
swered to their names: 
Al<lrkh Clay I•'rye 
H~H·on Crane n.a'llin~er 
n~il<':V Crawford Gamble 
Banlrhead Culbe1·son Gore 
Borah Cullom Guggenheim 
Rrandegee Cummins Heyburn 
Brlgp;s Curtis .Tohnson, N. D:llc 
Brown Daniel Johnston, Ala. 
Hulkeley Davis Jones 
Burkett Dick Kean 
Burnham Dixon La Follette 
Hunows Dolliver McCumber 
Burton rlu J'ont McEnery 
('nrtt'r lclkins l\IeLaurin 
Chamberlain Fldchcr Money 
Clapp Flint Oliw'r 
Clark, Wyo. Fostct· Overman 

I' age 
l'aynter 
Hayner 
Hoot 
Scott 
HimmonR 
Hmith, Md. 
Hmith, S.c .. 
Hmoot 
Htone 
Sutherland 
'J'aliaferro 
'l~illmn.n 
Warner 
Warren 

The VICE-PRESIDEN~'. Sixty-six Senators have :mswerecl 
to the roll call. A quorum of the Senate is present. The Sen
a tor from Idaho will proceell. 

Mr. HEYBURN. .M:r. President, if I can have the attention 
of the Senate, the item of zinc in ore is as important as that of 
the cotton schedule, the wool schedule, the lumber schellule, or 
of any other schellnlo; and those who produce it and are inter
ested in it are as large in numbers as those interested in other 
schedules. 
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The committee t·eported a duty of 1 cent per pound on the 
zinc contents of ore. We had a right to believe that the com
mittee would stand for that report, first. because it was the 
report of the committee, and as well because it was just. 

l\Ir. ALDRICH. Mr. President, in justice to the committee, 
I will. have to say that the committee have on several occasions 
stated that they had not arrived at any conclusion about the 
duty on zinc ore. They made no report upon the subject until 
this one. 

Mr. HEYBURN. Paragraph 190 in the bill provides for a 
duty on zinc ore. 

Mr. ALDRICH. That is the Honse provision. 
Mr. HEYBURN. It was reported here by the Senate com

mittee, and it is figured out with considerable detail and care 
in the book of imports that accompanies it. 

Mr. ALDRICH. Technically, of course, the Senator from 
Idaho is correct to that extent; but I think there is no Member 
of this body who does not know that the Committee on Finance 
have been struggling with this question eYer since the bill was 
reported. 

Mr. HEYBURN. I know it 
Mr. ALDRICH. It is the most difficult problem in the whole 

bill, and if we have satisfied nny one Senator outside of the com
mittee I shall be more or less disappointed. The committee, 
nevertheless, have presented their report, and have done the 
best they could in this provision. 

Mr. HEYBURN. I welcome the statement of ·the Senator 
from Rhode Island that this is one of the most ·important items 
in the bill. 

Mr. ALDRICH. What I said was the most difficult. 
Mr. HEYBURN. Yes; and important. 
Mr. ALDRICH. I will agree that it is important. 
Mr. HEYBURN. It is not a trifling item in the commercial 

world of this country. For that reason, I took the liberty of 
inviting Senators who I am quite sure did not know it was 
under consideration to come in, that they might have an oppor-
tunity, at least, of being present. . 

The danger always in enacting this class of legislation is that 
when the bill gets well along in consideration so many people 
have obtained the concessions they want and have such a com
fortable feeling about it they can not realize that anybody else 
can possibly want anything, and they rather feel as though we 
were all ready to go home because they have what they want. 
Now, we have in the air the lumber item, which affects a vast 
number of people. It might have been disposed of--

Mr. BACON. If the Senator will permit me to interrupt him 
for just a moment, I desire to say that the Senator in the last 
sentences has given a more important illustration of the relation 
which all these various interests bear to a protective tariff than 
11.ny I have heretofore heard in the Senate. 

Mr. HEYBURN.· Yet I am not inclined at all-
Mr. BACON. A general graft game. . 
Mr. HEYBURN. I will indorse the first statement made by 

the· Senator and which was doubtless Illude in sober thought, 
but the last one I will not indorse. There is a great deal of 
objection being made by a good many people who have very little 
interest and take very little interest in it to the time that is 
being consumed in considering this bill. 

The joke sifters in the gallery, I will not say whose daily 
bread, but whose popularity at least is with the newspapers 
that they represent, are not interested in the zinc schedule. If 
you can get up some diverting controversy here that would 
verge upon a disregard of the rules of the body, then they are 
happy. I saw an item in the editorial column of a paper this 
morning-! think I threw it in my desk-which illustrates what I 
mean very well. I will find it. It suggested an ad valorem duty 
upon speeches made in the United States Senate. It came in the 
editorial columns of one of the daily morning papers published 
in this city, whose representative, by the courtesy of the Senate, 
occupies palatial and luxurious quarters here, and who is only 
here by the courtesy of the Senate, and whose other representa
tives, through some idea that I am not able to understand, walk 
on the floor of the Senate. They put themselves in the position 
of the guest who ridicules his host. When you see that in the 
fugitive columns of a paper away from editorial responsibility 
you do not pay any attention to it, because, as I say, we know 
that it merely comes from where it comes from; but when a 
newspaper editorially undertakes to criticise this body in the 
responsible perforumnce of its duty, then it places itself in tlw 
position of a guest who misbehaves himself at his host's table. 

Mr. President, zinc is produced under such a variety of cit·
curnstances that you can not possibly determine this question 
by the consideration of any one condition. I do not believe with 
those who say that a tariff must be regulated upon the basis of 
the most prosperous of those who are affected by it, but I be-

lieve that just the contrary is the rule. Idaho is a zinc-pro· 
ducing State. Some may possibly say, with some reason, that 
I brir..g Idaho into these debates pretty often, but I bring it in 
when it is a good illustration of the principle. We had not 
been importing zinc into the United States from Mexico; until 
within the last five years we never imported any at all. At the 
time the last tariff bill was enacted there was no occasion fot· 
mentioning it, because it was not an item in existence. You 
have been told here a dozeu times \vithin tweuty·four hours 
that zinc in ore had always been on the frjle list, but no ·one 
has before suggested or seemed to understand that the reason 
why it was on the free list was because there was no zinc ore 
imported nt the time of the enactment of the existing taritl' law, 
or for many years afterwards. . 

The necessity had not arisen. It has arisen now. There 
have been developed in Mexico bodies of zinc ore that can. be 
scooped up and put on the cars in vast quantities, and brought 
into this country, either in the shape of zinc or spelter. They 
can either bring it here as ore, or they can reduce it to spelter 
on that side of the line and bring in the spelter. In .either 
event it comes into our market. When it comes into our market 
it comes in to undersell our product. . 

What it they can produce ore in certain zinc mines in the 
United States for practically a little more than it is produced 
in Mexico? Is the line of protection only to extend to that 
class of mines? There are zinc bodies in the United States 
where zinc can be produced nearly as cheaply as in those in 
Mexico .. There is very little money invested in them. They 
require very little expense. But we have also in this c~mntry, 
and particularly in the State I represent, zinc ores that have 
to be mined, where, before you take out a pound of zinc, you 
must expend some hundreds of thousands of dollars. I speak 
of the Success mines, where the depth already reached L'! 
SOI)lething over 700 feet, and they propose 400 more imme
diately. It is a mine equipped with a modern, up-to-dateplant, 
for the purpose of concentrating and reducing the zinc, at 
an expense of some hundrP!1.,. of thousands of dollars. Would 
you put those people on a 1·' ~ue with the Mexican zinc industry 
that can scoop it up and put it on the car for $2 a ton or $2.50? 
The Mexican zinc ore is nearly all produced in connection with 
lead ores. The lead is a by-product of value, which more than 
compensates them for the production of the zinc. · 

That is not true with our mines. I have here an accurate 
statement that I telegraphed for as to the character of those 
mines. I telegraphed to Mr. Samuels, ,who owns the Success 
mine; one of our foremost business men, a man who Jl.lis been 
mining right in that camp for twenty years, and who is mining 
on a large scale and knows what he is talking about. He says: 

The Success mine zinc ore averages 10 to 15 per cent. 
That is the crude ore as it comes out of the ground. 
A ton ot ore would have from 100 to 150 pounds of zinc In it. Con

centrates average 45 per cent. 
It takes 4 tons of crude ore on that basis to make 1 ton of 

concentrates, 45 per cent zinc, and the balance waste. That is 
the kind of zinc mining we are compelled to do. He says: 

111!11 complete, ready to start at any time and ship 2,000 tons of 
concentrates per month-

That is the capacity of that mill and that mine-
when the price of zinc justifies- · 

That is when they can do it. They c..'ln not ship that zinc 
except the price justifies them in doing so----
150,000 tons or ore blocked out. 

That means that it has been blocked out in mining, levels run 
under it and above it, and up and down through it, until they 
are able to measure up the cubic feet of ore of a given quality 
in that mine, and all they have to do ·is to take it out. Of 
course they will not take it out until they know they ha>e a 
market for it. Otherwise it would be a dead product on their 
hands. 

He refers me to the official report of the mining inspector of 
Idaho for 1907 to verify these facts. 

The Sunset district, also Pine Creek, average 10 per cent zinc. 
Now, the ores on Sunset Mountain and in Pine Creek are of 

immense value, but it is difficult, of course, to say how valuable 
a mine is until the ore has been explored and blocked out. He 
says: 

•.rbey are lying Idle because of the low price of zinc; 1 cent duty, 
and all these properties will commence working. 

Mr. President, that is a live transaction. Here is the state· 
ment made by another about that mine: 

The Success mine, on Nine-Mile, will not be operated until the tariff 
question Is settled and the price of spelter not less tluln $5.2ti per 
lmndred at St. Louis, and :;;5.50 per hundred ut New York, and a 
steady market assured: 

That is the situation up there. 
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Mr. CUliiMINS. It is perfectly well understood, I think,. Mr. 
President among Senators, that the Senate Finance Comm1ttee 
will yery' soon introduce an amendment to the bill, which the 
committee propose to offer as a substitute for the pending 
amendment; and in asking for unanimous consent for an agr~e
ment to dispose of the matter directly, I did not, of course, m
tend to exclu<le the proposed substitute. 

Mr. H.ALE. But some Senators fear that, if that is agreed to 
in terms, it implies a vote direct on the income-tax proposition. 
Does not the proposition of the Senator from Rhode Island 
cover all that-that when this question comes up it shall con
tinue and be considered until the Senate finally disposes of it? 

Mr. ALDRICH. To the exclusion of other business. 
Mr. H.ALE. To the e..'rclusion of all other business. 
Mr. BAILEY. Let me say this to the Senator, and I am sure 

the Senator from Iowa and myself a.re at perfect agreement on 
that: We know, of course, that the majority of the Finance 
Committee will report a proposition. 

Mr. H.ALE. A substitute. 
Mr. BAILEY. Whether it is a substitute for the inheritance 

provision of the House bill or whether it is a substitute for the 
pending amendment, of course, I suppose, has not been finally 
determined. 

l\Ir. ALDRICH. I will say very frankly that it is my purpose 
and my expectation, when the matter is taken up, to offer a 
substitute for the proposition of the Senator from Texas. I 
have no other purpose in view at all, and I expect the matter to 
be continued from day to day until it is finally acted on. 

Mr. BORAH. Mr. President--
The VICE-PRESIDENT. Does the Senator from Texas yield 

to the Senator from Idaho? 
Mr. BAILEY. I do. 
Mr. BORAH. May I ask the chairman of the Finance Commit

tee when this substitute will likely be reported to this Chamber? 
Mr. ALDRICH. It is my purpose to report the substitute as 

soon as possible, certainly within twenty-four hours at least, 
before the matter is taken up. As soon as it can be perfected, 
it will be presented to the Senate. 

Mr. BORAH. Mr. Ptesident, I know that the chairman of 
the Finance Committee, as well as the rest of us, is anxious 
to get through, but I suggest that the bill will be in the Cham
ber longer than twenty-four hours before be disposes of it. 

Mr. ALDRICH. The Senator did not understand me. I said 
I would surely have the substitute here and offer it twenty
four hours before the matter is taken up. The committee will 
prepare a substitute, or be ready to present a substitute, as 
soon as possible; I should say not later than Monday. 

Mr. McLAURIN. Mr. President, I ask the Senator from 
Rhode Island what is the objection to taking a vote now on this 
matter? That will dispose of it. The riders nre up, and we 
could get through in a few moments. 

Mr. ALDRICH. The substitute is not ready. If the Senator 
from Mississippi is willing to trust the committee to prepare a 
substitute and adopt it in advance, perhaps I might be willing. 

Mr. BAILEY. I think you would get as many YOtes for it in 
that way as you will after :rou hnse prepared it. 

Mr. McLAURIN. It is not the substitute that I propose a 
vote on, but the amendment now before the Senate. What is 
the objection to that? We could, get it out of the way, either 
by adopting it, which would obYiate the necessity for any sub
stitute, or by rejecting it; and then the committee's action 
would be to bring in an amendment--

hlr. ALDRICH. Mr. President, my friend from Mississippi 
is not so innocent as he looks. [Laughter.] 

Mr. McLAUIUN. I was innocent enough to believe that we 
just wanted to find out what was the judgment of the Senate 
as to the amendment that is now before the Senate, whether a 
majorii"Y of Senators favored it or not. I understood the Sen
ator from Rhode Island to say that it had been fully debated, 
and that eyerybody understood his mind on the matter. If that 
be so, we could then record our Yotes upon it, and have it set
tled at once whether we will adopt this amendment or not. \'{e 
coul<l haYe done that while we have been wrangling about it. 

Mr. ALDHICII. Knowing the Senator's good. judgment, I 
expect he will vote for the substitute which we shall present. 

Jlfr. JlfcLA URI X. No, l\fr. Presi<lent. Knowing the opposi
tion the Senator from Rhode Island has to the income-tax 
amendment. I well know that he and his committee will not 
prepare any substitute for which I could Yote; and I am satis
fied with this amendment providing for an income tax. 

Mr .. ALDRICH. Has the Senator seen it? 
JIIr. 1\IcLA.UlU?\. Oh, yes. 
1\Ir. BEVEIUDGE. 1\Ir. President--
The VICE-PllESIDENT. Does the Senator from Texas yield 

to the Senator from Indiana? 
Jlfr. BAILEY. I do. 

Mr. BEVERIDGE. I understood the Senator from Rhode 
Island to say that he would agree, so far as he was concerneil, 
to unanimous consent to take this matter up at a time that 
either the Senator from Iowa or the Senator from Texas would 
request, and that it might be considered from day to day until 
disposed of. As I understand, that is the broadest form: of a 
unanimous-consent agreement possible in a general way, because 
it absolutely excludes .any other business whatever from the 
time we begin the consideration of the amendment until the 
final vote is taken. I want to call the attention of the Senator 
from Iowa to the fact that I believe that is the broadest form of 
unanimous-consent agreement possible, because no other business 
whatever will be transacted-and it might as well be under
stood now-<>r under such a form of unanimous consent could 
possibly be conducted from the time we began the consideration 
until the time we concluded it except by unanimous consent. 

Mr. CUMMINS. Mr. President--
The VICE-PRESIDENT. Does the Senator from Texas yield 

to the Senator from Iowa? 
Mr. BAILEY. I do. 
Mr. CUMMINS. Mr. President, I understand perfectly that 

the agreement as suggested by the Senator from Indiana would be 
very broad and general. It does not, however, €xclude the very 
thing for which we have been contending from the beginning, 
namely, an effort upon the part of the Finance Committee to 
dispose of the amendment through a motion to refer to some 
committee. It seems to me that, as we are in accord with re
gard to the methods which will be resort€d to to settle this ques
tion, we ought to have no difficulty whatever in expressing it. 
The Senator from Rhode Island says the committee intends to 
bring in an .amendment, which it will offer as a substitute for 
the amendment now pending. That is a direct disposition of 
the pending amendment and comes directly within my original 
suggestion. 

All I want is that when this amendment is taken up-and 
I have from the very first agreed it should be ta.ken up at the 
end of the consideration of the paragraphs that impose duties
it shall then be considered and determined fairly upon its 
merits. The Senator from Rhode Island heretofore has not 
been willing to consent to that-suggestion. Why? Because it 
was then in his mind-and I am not at all quarreling about 
that-that be could more conwniently dispose of it by moving 
to refer it to some committee, and he was unwilling to sur
render that advantage. But now the whole situation has 
changed. The Finance Committee seems_ to be convinced that 
there is some supplement to our revenue necessary, and it pro
poses, as we understand, an income amendment which differs 
from ours only in this: That ours proposes a tax upon all the 
large incomes, whether they are individual or corporate, whpe 
the amendment, if we are to be advised by the papers and the 
influences which are now controlling, proposed by the Com
mittee on Finance, is a'n income-tax amendment, to be imposed 
only upon the stockholders of corporations, whether their in
comes be large or whether they be small. Here is an issue 
joined, and my suggestion now is for unanimous consent to 
decide that issue in a fair, clear Yote between the proposal 
that will be made by the committee and the proposal already 
before the Senate. 

I haYe no ulterior purposes. I haYe no ulterior motiYes. 
The Senrrtor from Rhode Island knows that I have been anxious 
from the beginning to reach just this conclusion, and I hope it 
will be agreed to in some form that will enable us to reach 
the conclusion. As we now are, there is no time saye the pres
ent for the consideration of the amendment, and if we do not 
reach a conclusion harmoniously and amicably with regard to 
it then "·e must necessarily consider another motion, to 
p~stpo'le the income-tax amendment to a day certain, a result 
which I am sure is not looked upon with fa,·or by anyone who 
believes in the principles of an income tax. 

Mr. LODGE. Mr. President--
The VICE-PRESIDENT. Does the Senator from Te..xas yield 

to the Senator from .Massachusetts? 
Mr. BAILEY. I will. 
1\Ir. LODGE. :\Ir. President, I think we are all agreed as to 

takin" up the income-tax amendment after the conclusion of 
the s~edules and continuing its consideration until it is dis
posed of. The question arises on excluding a certain motion at 
that time. 

It is the custom in the. House to bring in special orders, speci
fying what motions can be made and excluding others. 'l'hat 
has never been done here. I haYe no more doubt than that I 
am standing here that the amendment of the Finance Com
mittee will be offered as a substitute for the amendment of the 
Senator from Texas; but I object on general principles to adopt
ing the system of cutting off the right to make a regular parlia-
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cessfullv denied that there Is much force and Jo;;Ic In all that the ;;cn
tleman 'from Nevada [Mr. NI~WLANDS] has said In its favor .. I agree 
with him that If we must raise more revenue It should be collected 
from we·1lth and not from toll. It is a matter of regret to me, and 
I believe' it will be to the people generally, that the majority members 
of the Ways and Means Committee did not frame a bill to repeal the 
Spanish-Amerlc:m war-revenue taxes. 

The war act of 1898, which Imposed that taxation, was an emerg~'ncy 
measure. It was passed hurriedly and without much considerat;on 
to raise Immediate money for the purpose of successfully prosecutmg 
the Spanish-American war. It was a war measure, and it was so de
scribed at that time by the lenders of the Republican party in this. 
House, who gave assurances to the country that just so soon ns the 
war was over these war taxes would be repealed. 

'l'he war has been over for more than two years and the Republican 
party Is just now partially reducing the war taxes. I am opposed to a 
continuance of these war taxes in time of peace. They are obnoxious
and vexatious, and should be repealed. In my judgment they could !J·~ 
repealed without causing a deficit. But If gentlemen on the other side 
believe otherwise and claim more revenue Is necessary, not for an 
economical administration of public affairs, but for the purpose of carry
Ing out Republican political schemes-some of which you now have 
under advisement-then, I say, that instead of raising the revEnne 
from the poor, from the producers and the consumers of the country, 
you shonld raise this additional revenue by a tax on the trusts and the 
accumulated and Idle wealth of the land. '£hat would be fairer, more 
equitable, and more consistent. 

I am opposed to robbing the many for the benefit of the few. I 
am opposed to unjnst and unnecessary taxation. The war-tnx Jaw is 
the worst kind of special legislation, and the bill now unde:· consider
ation is a species of this. special legislation carried to its logieal se
quence. It can not be justified now ; it could only be tolerated in time 
of war; .and I am of the opinion that the -people of the country will 
be sadly disappointed by the action of the Republicans. They expected 
you to keep your promise and repeal these burdensome taxes. 

Mr. Chairman, all Jeglslation bestowmg special benefits on the few 
Is unjust and against the masses and for the classes. It has gone on 
until less than 8 per cent of the people own more than two-thirds of 
all the wealth of our country. It has been truly said that monarchies 
are destroyed by poverty and republics ·by wealth. If the greatest 
Republic the world has ever seen is destroyed, it will fall by this vicious 
system of robbing the many for the benefit of the few. 

The total population of the United States is about 75,000,000. '£he 
total aggregate wealth of the United States, according to the best sta
tistics that can be procured, is estimated at about $15,000,000,000; and 
it appears, and no doubt much to the surprise of many, that out of a 
total population of 75,000,000 less than 25,000 persons in the United 
States own more than one-half of the entire aggregate wealth of the 
land. And this has all been brought about during the last twenty-five 
years by combinations and conspiracies called "trusts," fostered by 
special legislation and nurtured by political favoritism. 

The centralization of wealth in the hands of the few by the robbery 
of the many during the past quarter of a century has been simply enor
mous, and the facts and figures are appalling. Three-quarters of the 
entire wealth of our land appears to be concentrated in the hands of a 
very small minority of the people, and the number of persons constitut
ing that minority grows smaller and smaller ev'ery year. I am in favor 
of repealing the war taxes and making the accumulated wealth of the 
land pay its just share of the burdens of government. This can readily 
and easily be done by a gradnated corporation tax that will reach the 
dividends and watered stocks of the great industrial combinations nnd 
monopolies, and by a graduated inheritance tax that will reach the idle 
and accumulated wealth of the land. 

I am in favor of making the idle wealth, the monopolies, and all 
these great trusts, giant corporations, and selfish syndicates do what 
the Ilepublican party by law compels the toilers, the producers, and the 
consnmers to do, and that is to pay the taxes-pay their just share of 
the expenses of the Government. 

By a graduated corporation tax and a graduated inheritance tax we 
would lift the tax burdens from the farmers. the workingmen, and the 
consnmers and place them where they justly belong:, beeidcs establishing 
publicity and to some <:>xtent preventing the \Yatering of stocks and the 
centralization of wealth. 

In my judgme1it, this system of a graduated inheritance tax and 
graduated corporation tax is the fairest, the most honest, and the 
most equitable system of taxation that cnn be devised; and [ believe 
if it were put Into operation that it would pay more than one-half uf 
the annual expenses of the Government. Believing as I do, I am glad 
to support this amendment, and I sincerely hope it will be adopted. 

To-day more than three-quarters of the Idle wealth of this country 
escapes taxation and practically bears no part of the burdens of gov
ernment. That is not right. I am glad to say that I believe the 
amendment offered by the gentleman from Nevada will cure, to some 
extent, at least. this inequality and injustice in our system of taxation. 
I trust that gentlemen on the other side of the House will vote in favot· 
of the amendment. You can not say it is not fair and just. 

If the gentleman from New York (;\lr. P.HNE) answers that it "-ill 
inc1·case the revenue, then we reply that he and his associates on that 
side of the House can rea<:Jily re<I:•ce the revenue by repealing some of 
the taxes on the necessanes of life, and we will help them to do it. 
[Applanse on the Democratic side.] 

[Here the hammer fell.) 
Mr. I'AY:<E. I move that nil debate on this section and au1endments 

thereto be limited to five miuutes. 
'J'he motion was agreed to. 
Mr. l'AY:<E. I trust that the gentleman from Nevada [Mr. Ncw

J,AJ<ns] will be allowed to occupy theRe five minutes. 
The CHAIR~IAN. The Chair recognizes the gentleman from Nevada. 
lilt'. NEWLANDS. l\Ir. Chairman, the gentleman from Ohio appeals to his 

party to vote against my amendment, and to leave this mntter to the con
sideration of the Ways and Means Committee for future action. He states 
that the pending amendment has been submitted without consideration 
and deliberation. I deny that, so fnt· as I am concerned and so far as 
the minority members of the Ways and l\Ienns Committee are concerned. 

It i~ true it has not received the consideration and deliberation of the 
majority members of that committee, because that committ<.·~ I:as pnr
sued the. vernicious syste1n which has long prcvai1ed in Congress, und 
for which both parties fire responsible--the consideration of tax bills as 
partisan measnres, practically excluding the minority members ft·om 
consideration of the various items of the proposed bill. This is a prac-

. tice that has long existed. It is a pemlcious practice, because the 
framing of a revenue bill a!Tects the very source of all governmental 
powers. l'pon it all the instrumentalities of government depend. 

XLIV-2RG 

Therefore we have not had the opportunity-! make no charge against 
the dominant party which might not iJe made C{]nally against the mi
noriiy party when it was In power-we have had no opportunity for 
deliberation with our Republican colleagues of the committee upon this 
subject. The only opportunity we have of presenting our views is on 
the floor of the House here, in a constitutional way, by an amendment 
Intended to reach the qnestion under consideration. 

What question is under consideration? The question of revenuP--:1 
question which involves the consideration of every snbject th:1t may 
jnstly be taxed. It involves the consideration of the equality of bur
dens--of the proper apportioning of bnrdens. It Involves a considera
tion of the qnestlon whether a portion at least of this extraordinary 
tax levied for the purpose of carrying on a war jnstlfied by wealth 
should not be imposed upon wealth, partlcnlarly when under existing 
conditions the accumulated wealth of the country has for years practi
cally escaped taxation. 

I present no Indictment against wealth as such. There are two classes 
of wealth In this country. One class-the majority, as I believe--con
sists of Jaw-abiding persons who are willing to bear their fair propor
tion of the obligations of government; who are willing to sustain their 
fair proportion of governmental burdens; not eager to obtain exemption; 
not eager to obtain special privileges ; not eager to utilize the functions 
of government for their own advancement. 

Then there Is another class of wealth-the lawless and the predatory 
wealth of the country-which seeks special exemptions, which seeks 
special privileges, which seeks to evade and escape the burdens of tax-· 
ation, which seeks to pervert to its own advancement the functions of 
government. It is that form of wealth which brings conservative 
wealth under discredit and creates the discontent that finds Its vent 
in communism and socialism. 

I do not believe that the great mass of the industrial corporations 
of th.e country belong to that class. I believe that they will cheerfully 
bear a portion of the national burdens, and that a cheerful acquiescence 
in the demand for publicity will tend to scientific adjustment of pend
ing problems. 

[Here the hammer fell.] 
The CHAIR~!A;;-. The question is on agreeing to the amendment of the 

gentleman from Nevada [:\fr. Nr:wLANDS). 
The question was taken; and on a division (demanded by Mr. NEw-

LANDS) there were-ayes 71, noes 99. 
lllr. NEWLANDS. Mr. Chairman, I demand tellers. 
Tellers were ordered. 
'l'he Chair appointed Ur. NEWLANDS and Mr. PAYNE as tellers. 

no~;''io§~mmittee again divided; and the tellers reported-ayes 75, 

So the amendment was rejected. 
Mr. NEWLA.NDS. It will be obsened that this amendment, 

also, was lost by a comparatively small majority. 
RENEWED EFFORTS TO EXTEND TAX IN 1902, WHEN \V All-DEYENUE ACT 

. WAS REPEALED. 
Litter on, in 1002, the question came up as to the repeal of 

the war-revenue bill. The Democrats of the Ways and l\Ieans 
Committee, while in favor of the repeal of most of the taxes, 
were strongly impressed with the view that certain taxes on ac
cumulated wealth should be allowed to remain, and particu
larly the tax imposed upon sugar and petroleum refiners. And 
so, in connection with the report of the majority, recommend
ing substantially the repeal of the entire act, the minority mem
bers presented in their report their views upon this subject. 
We contended that the sugar and petroleum tax yielded about 
a million dollars annually, and there was no reason why the 
great combinations monopolizing these industries should not 
pay some part of the national expenses as well as the masses 
of the people who use and consume the various things which 
are the subject of customs and internal tax. 'Ye urged par
ticularly that this tax should be enlarged so as to cover all in
dustrial corporations, in view of the fact that the Supreme 
Court had denied Congress the right to tax incomes, and we 
vre~ented our views regarding publicity of the transactions of 
corporations as corrective of existing abuses and as enabling 
Congress to secure the relief necessary for action regarding 
tariff legislation and trust regulation. I ask lea ,.e to print in 
the RECORD the views of the minority members of the "'ays and 
Means Committee of the House upon this subject. 

'l'he PRESIDING OFFICER (:lllr. KEAK in the chair). 'l'he 
Chair hears no objection to the request of the Senator from 
Ke.-ada. 

The matter referred to is as follows: 
[From the report of the 'Yays and J\Ieans Committee of the House of 

Representatives on the repeal of the war-reycnue net.) 
YIEWS OF TIIF; MI:\Oil!TY. 

The minority members of the Ways and Means Committee snbmit 
their views on the bill (II. It. 10:330) to repeal \var-reyenue taxation, 
and for other purposes, as follows : 

• * • • * * • 
While approving in general the policy of repealing the war taxes, we 

insisted. and shall insist, that certain taxes upon accumulated wealth 
!JI'ovicled for in that act should be allowed to remain. We refer, as 
already indicated, to such taxes as are imposed on sugar and petroleum 
refiners. The tax of one-fourth of 1 per cent on the annual gross re
ceipts of sugar and petrolenm refiners in excess of .~250,000 yields the 
sum of about $1,000,000 annually. '!'his tax has been paid without 
demur or protest, and there is no reason why the great combinations 
engaged in these refineries, and which monopolize the business In these 
cases, and from which colossal individual fortunes have been built up, 
should not pay some part of the national expenses as well as the masses 
of the people who use and consume the various things which ue the 
snbject of cnstoms and internal-revenue taxation. 

As the Supreme Court has denied to Congress the right to tax in
comes for the support of the Government, it is \Yell to place accumu
lated wealth under some form of contribution, and "·e know of none 
more just or equitable than a tax such as that imposed by the war-
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1\Ir. NEWLAKDS. I will ask the Senator whether he thinks 
sixty days g-ive a snflicient period"! 

1\Ir. LA FOLLgTTE. In tlw opinion of the conferees, it was 
thought to be a reasonable provision and that it would give 
ample time for--

l\Ir. KEWLANDS. I wish also to inquire regarding the hous
ing of the census force----some 3,000 or 4,000 men. I understand 
that the provision was entirely stricken out. 

1\Ir. LA l!'OLLETTE. With respect to the purchase of prop
erty, it was. 

1\Ir. NI~WLANDS. What arrangement is proposed to be 
made regarding the housing of the Census Bureau? 

Mr. LA FOLLETTE. Provision is made for that in the ap
propriation bill. It is expected that the extra force will be 
housed as in the last decennial census; that is, that the depart
ment will rent such rooms and apartments as are necessary to 
make provision for the census. 

Mr. NEWLANDS. Would there be any authority under the 
bill appropriating $10,000,000 for this work to erect or to pur
clwse a building,· if that was thought more advisable than 
leasing? 

Mr. LA FOLLE'rTE. I will say to the Senator that no pro
vision is made for the purchase of a site or a building. 

1\[r. NE\VLANDS. And no provision is made for leasing? 
Mr. LA FOLLE'l'TE. I am not certain whether the appro

priation bill--
Mr. KEAN. Mr. President, it is utterly impossible to hear 

what is going on. 
Mr. LA FOLLETTE. The appropriation bill was not assigned 

to the Committee on the Census. It was considered by the 
Committee on Appropriations. 

The PRESIDING OFFICER. The question is on agreeing to 
the conference report. 

The report was agreed to. 

Mr. ALDRICH. I certainly have no disposition to do that 
unless it can be done by unanimous consent~ 

THE TARIFF. 

The Senate, as in Committee of the ·whole, resumed the con
sideration of the bill (H. H. H38) to provide revenue, equalize 
duties, and encourage the industries of the United States, aild 
for other purposes. 

Mr. TILLMAN. I ask that the amendment which I offered 
in regard to tea may be called up. 

'l'he PRESIDING OFFICER. The amendment will be read. 
The SECRETARY. On page 80, after line 3, it is proposed to add 

a new paragraph, as follows: 
258~. Tea, 10 cents per pound. 
Mr. TILLMAN. Mr. President, it is, I think, the tenth week 

we have entered on that we have been debating the tariff bill, 
strenuously and with considerable heat at times. It is too warm, 
or hot, to use a better term, for me to consume much time of 
the Senate in presenting this amentlment, but there are certain 
facts which stick out very prominently which I want to have 
Senators consider, though I know in advance, in a way, that 
many men's minds are already made up, and that it is under
stood the Committee on Finance have refused absolutely to give 
any favorable consideration to this proposition. We all know 
what the refusal of the chairman of that committee, who always 
speaks for the committee and speaks with authority, means. 
When that committee says "no," the Senator says "no;" and 
when the Senator from Rhode Island says "no," the committee 
says "no." Therefore, I might forego the discussion of this 
question if it were not that I want to get the protectionists in 
this Chamber in an uncomfortable condition or situation. 

Mr. FRYE. They are in one. . 
Mr. TILLMAN. The Senator from ·Maine says we are un

doubtedly very uncomfortable now, and I agree with him. I 
TA..'!:ES ON INCOMES. wil1 say I feel we are very near the devil's kitchen and the 

Mr. ALDRICH. From the Committee on Finance, I report a i fumes from below are coming up .. Probably some of us are 
joint resolution proposing an amendment to the Constitution of 1 having foretaste of what we are gomg to get hereafter for om 
the United States, and if there is no objection I should be ' sins committed in this Chamber during this debate. This duty 
glad to haYe this disposed of without debate. I ask that it may on tea is tal;:en as a joke by many on that side of the Chamber, 
be read. and I have not taken the trouble to try to proselyte anybody. 

Mr. 'l'ILLMAN. I thought we had an understanding that I have facts here, wi~ which Yery few Senators are ac-
we would not deal with any of these constitutional or income quainted, that ought to gwe me the support of every man on 
tax or other. amendments until we got through with the dutiable this side, and I shall present arguments which ought to give 
list. · me the vote of every man on the other side. So I ought to get 

Mr. ALDRICH. If the Senator proposes-- this duty imposed without a single adverse vote. 
Mr. 'riLLllfAN. I have an amendment which I wish to offer. Mr. President, this bill is labeled "An act to provide revenue, 

I have been waiting here patiently in this oven about six hours equalize duties, and encourage the industries of the United 
to get a chance to present it. States, and for other purposes." If we consider the tariff ques

Mr. ALDUICH. I ask that the joint resolution may be read tion in general, it is very evident to any student of that subject 
and printed. that there are two schools, and that there have been two schools, 

Mr. CULBERSON. I ask the Senator from Rhode Island of political economy in regard to it from the beginning of our 
if he has finished with the other schedules. Government. There are those who believe that the tariff is a 

Mr. ALDRICH. No; I was only making this suggestion now, tax, and that no duty should be levied except for the purpose 
if it can be done. without debate, by unanimous consent; but of raising revenue. There are those who haYe come to belieye
if there is any obJection I shall ask to have the joint resolution and they are in the majority now in this Chamber and probably 
read and printed, and I give notice that I shall call it up at in the country for the time being-that, in addition to levying a 
the first convenient period and ask to have it disposed of with- tariff for revenue, it is permissible and lawful to levy a tariff 
out debate. solely to encourage American industries or to protect American 

The PRESIDING <?l!'FICER .. The Senator f~·om Rhode labor against foreign labor. I am going to address myself, first, 
Island, from the Comm1ttee on Fmance, reports a Joint resolu- to my Democratic brethren on the subject of reYenue. 
tion, which wi.ll be read. we are told by the officials that we are from ninety to one 

'l'he joint resolution ( S. J. R. 40) proposing an amendment to hundred million dollars behind on account of the deficit, the 
the Constitution of tile t:nited Stutes was read the 1lrst time by revenues not equaling the expenditures; and this bill is osten-
its title and the second tm1e at length, as follo"·s: sibly to be passed to give us additional revenue. Tea, with a 

Senate joint resolution 40. tariff of 10 cents a pound, offers to the people of this country 
Resol,;cd by the Senate and House of Rep•·esentatires of the United and to the Treasury between nine and ten million dollars. 

stntcs of America. in Con(lrcss asscmvlcd (t•co-thirds of each Ilousc 'l'he duty will be generally levied. It is not upon an article 
concu>Tin!7 therein), That the following aniclc is propo·sed as an amend- of prime necessity, because there are a great many millions of 
ment to the Constitution of the United States, which, when ratified by h ., t d · k t "h t'' h · the legislatures of three-fourths of the several States, shall be valid to Americans w o u.o no rm · ea. I ere are o uers w o drmk 
all intents and purposes as a part of the Constitution: tea and Joye it, and to whom it has become, in a way, a neces-

AHTICLE XVI. 'file Congress shall hwre power to lay and collect sity, just as whisky is a neccsRity for other people and tobacco 
taxes on incomes, from whatever source derived, without apportionment B •t · t 1 · among the several States and without regard to any census or eu\lrnera· a necessity for still other people. ut 1 JS no a rca necessity 
tion." of life. 

Tlle PRESIDING OFFICER. If there be no objection, the As this proposed duty on tea would gire us $0,000,000 re,·enue, 
joint resnh1tion will be printed and lie on the table. "·c will say, in round numbers, thereby incretlsing tile reyenne 

I\Ir. BOHAH. Do I understand that it is the intention to take to that extent, I do not see for the life of me how any Demo
up this amendment before the income-tax amendment is uis- crat can object to voting for it if he wants additional revenue, 
posell of? nncl especially when Senators on this side hayc adYocated duties 

1\Ir. ·ALDRICH. I thought perhaps the Senate might be able on lumber and iron ore--for which I votecl-qnebracllo, and one 
to diR\lORe of it without debate. If they can, that might be done. thing or :mother here, which gave revenue while affording some 
If·not, I shall not press it until after the income-tax provisions degree of encouragement-! will nor say ''protection "-to ccr
are disposed of. tain local industries. I do not see for the life of me how an~· 

i\Ir. BORAH. But not before the income-tax amendment" if man who simply votes for a revenue tarit'f can object to giving 
it is to be opvosed? the GoYernmcnt the power to Jcyy and collect this tlnty on tea. 
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Mr. President, I expect to vote in faYor of an income tax. If M1·. ALDRICH. I will be perfectly frank with the Senate in 

! knew that you were going to put $60,000,000 into the Treasury that respect. I shall vote for it for another reason. · The state
and not reduce the duties on the necessaries of life, I would say ment which I made shows a deficit for this year and next year. 
that you were unnecessarily taxing the people. This year I estimated $69,000,000. It will be $60,000,000. And 

Mr. ALDRICH. Mr. President-- next year I estimate a deficit of $4G,OOO,OOO. I am willing that 
'!'he \'ICE-PRESIDENT. Does the Senator from Georgia that deficit shall be taken care of by a corporation tax. 'l'hat 

yield to the Senator from Rhode Island? - corporation tax, however, at the end of two years, if my estimate 
Mr. CLAY. Yes. should be correct, should be reduced to a nominal amount or 
Mr. ALDRICH. Does the Senator from Georgia indulge in repealed. It can be reduced to a nominal amount, and the. fea

the hope that the Senate will reduce the duties on the articles tures of the corporation tax that commend it to many Senator8 
he has mentioned? - and a great many other people is that the corporation tax if it 

lift. CLAY. I can not hear the Senator. is adopted, will certainly be very largely reduced, if not rep~led, 
Mr. ALDRICH. If the Senate should follow him and adopt at the end of two years. 

ari income tax, does the Senator think that ·we should go back So I am willing to accept a proposition of this kind for the 
·and reyise the schedules generally? purpose of avoiding what, to my mind, is a great evil and the 

Mr. CLAY.· I always· deal frankly.· I say to the Senator imposition of a tax in time of peace when there is no emer
I would raise enough revenue to support this Government out- gency, a tax which is sure in the end to destroy the protective 
side of the income tax until the income tax was held to be con- system. I have been perfectly frank with the Senator in stat
stitutional, and then, when it was held to be constitutional, I ing my own views on the subject. 
would go all along the line and reduce the duties on the neces- ·Mr. BAILEY. Will the Senator from Georgia permit me? 
saries of life. .Mr. CLAY. Certainly. 

Mr. ALDRICH. The Senator probably did not understand my 1\Ir. BAILEY. I simply want to commend the statement of 
question, or else he does not desire to answer it. Does the the Senator from Rhode Island to those Senators who say they 
Senator--· are in favor of an income tax and who join with him in this 

:r.rr:BAILEY. I understood it, and I should like to answer it. subterfuge to defeat it. The Senator from Rhode Island has 
Mr. ALDRICH. I should like the Senator from Georgia-- very frankly served notice on those Republicans whom he has 
l\Ir. BAILEY. The Senator from Georgia will pursue his own won from the income-tax amendment to the support of the cor-

course. poration tax that it is to be entirely repealed or at least emascu-
llfr. ALDRICH. The Senator.from Georgia seems to be able lated within the next two years; and so, after all, it is simply 

to make this speech. a contest between an income tax as a permanent part of our 
1\fr. BAILEY. And he is entirely able to take care of himself, fiscal system and a corporation tax as a subterfuge for two 

and does not need any help. years. That clarifies the atmosphere, llfr. President. 
· .. 1\fr. ALDRICH. I would be glad if he would answer the Mr. ALDRICH. The corporation tax is not a subterfuge in 

question. · any sense of the word. It is a tax upon the incomes of cor-
Mr. BAILEY. The Senator from Georgia did not hear it, porations, which is clearly within the constitutional right of 

and I did. the Congress to impose, and those Senators and others who are 
.llfr. ALDRICH. My question was this: If the income tax honestly in favor of the imposition of an income tax which is 

· d h h ld b constitutional and can be so held and will be operative, will 
was adopted by his vote, oes he expect t at we s ou go aek certainly support the proposition offered by the committee, the 
and reduce the duties in the schedules in this bill? 

JI.Ir. BAILEY. You said "OU would. proposition of the administration, as against the proposition of 
" the Senator from Texas, which is certainly, in the minds of 

Mr. ALDRICH. I beg the Senator's pardon. most thoughtful people, unconstitutional and unwise in all its 
Mr. BAILEY. The RECORD will show, when you were ap- provisions. 

pealing to your side not to depose you as leader that afternoon Mr. BAILEY. Not the most thoughtful, but the least 
when .we thought we would probably defeat you on that vote, thoughtful. 
you said: "If the income tax is adopted, I would feel it neces- Mr. ALDRICH. That is the difference between the Senator 
sary to go back and revise every schedule in this bill." I have from 'l'exas and myself. I used the term "most thoughtful" 
not looked at the RECORD since that day, but I will have it exam- becau-se I thought it was a most proper designation of the peo
ined, and the Senator will find that I have substantially quoted pie supporting this proposition. 
bini. · Mr. BAILEY. I may say that the President of the United 

l\Ir. ALDRICH. I do not expect the income tax to be States thought with me once, until the Senator from Rhode. 
adopted-- Island persuaded him or he persuaded the Senator from Rbode 

Mr. B.HLEY. Did you say that? Island, and I am not prepared to say which. But I only tres-
llfr. ALDRICH. And if it were adopted, I do not expect to pass upon the Senator's time far enough to reassert my char-

destroy the protective system now. acterization of this as a subterfuge, and my direct authority 
Mr. BAILEY.- But did you not say that you would go for saying-although I did not need it, for I knew it before-

back-- is the statement of the Sepator from Hbode Island that he 
llfr. ALDRICH. I think perhaps it would be destructh·e in votes for the corporation tax for the purpose of defeating the 

time. income tax:. If that does not define a subterfuge, I need a new 
J\Ir. CLAY. The Senator said it. I have the RECORD here. dictionary. 
Mr. ALDRICH. What I am trying to find out from the Sen- Mr. ALDRICH. I stated, and I will repeat, that the propo-

- ator from Georgia is wbether he "·ould yote for an income tax sition of the Senator from Texas, in the opinion of a great 
if he thought it would not be possible to revise this protective majority of the thoughtful lawyers of the United States, is un
tariff according to his ideas, downward. constitutional. It is an attempt in time of peace to take the 

l\Ir. CLAY.' I will vote for an income tax, because I believe taxing power, which was only intended for use in emergencies, 
it to be right, and I would continue to battle before the country and try to force it upon the American people, accompanied by 
to induce the country to send Hepresentatires to Congress who the declaration which my friend, the Senator from 'l'exas, has 
would enact it into a Jaw and who would reduce the tariff duties had the courage to make, that it is the purpose to destroy the 
on the necessities of life in proportion to the amount raisecl by protective system. Now, I say, on the other hand, that those 
an income tax. men who believe that we can tax corporations in a perfectly 

I want to ask the Senator a question. If we are to raise constitutional way will support the proposition of the admin
$50000,000 per year by a tax on corpo:ration diYidends, docs tbe istration. 
seu'ator think that such a tax is a Yicious assault upon the The Senator from Texas says he does not know whether the 
protective system; and, second, if this bill, as it stands, will I President of the United States succeeded in persuading me to' 
produce enough revenue to support the Government and we r-;npport this amendment or whether I succeeded in persuading 
adopt the corporation tax, raising $00,000,000, does not the him. I will say to the Senator from Texas that this proposition 
Senator think we ought to talw up some of the other schedules of the President of the United States was made to the House 
of this bill and reduce the dutr in proportion to the amount Committee on Ways and J\Ieans long before I considered the sub
that we raise by the corporation tax? ject at all, and I am here as a Republican to support the Presi-

J\Ir. ALDRICH. Does the Senator from Georgia "·ant an dent and the Republican administration as far as I can con-
answer?· sistently with my views of my duty to the country and my 

1\Ir. CLAY. I would not have asked the question if I diclnot. pos~tion as a Senator. I shall rot& for this proposition for the 
l\Ir. ALDRICH. I shall YOte for a corporation tax as a means very purposes I have named, and among them the fact that it is 

to defeat the income tax. a Republican proposition and has the sup11ort of the President 
Mr. CLAY. I think that is an honest statement. of the United States is not the least controlling. 
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the aut horlty of the United Stutes or of any State or Tcl'l'itory thereof; 
(fifth I all. amounts rccciwd by it within the vear us dividends upon 
stocli: of other corporations, joint-stock companies or associations, and 
insurance companies, subject to the tax hereby imposed. . 

Third. That there shall be deducted from the amount of the net in
c9me of each of such corJ.lorations, joint-stock com1mnies ot• associa
tiOns, ot· Insurance compantcs, ascertained as provided In the foregoing 
pnragl':lphs of this section, the sum of $5,000, and said tax shall be 
computed upon the remainder of said net Income of such corporation, 
joint-stock company or association, ot· Insurance company for the year 
ending December 31, 1009, and for each year thereafter; and on or be
fore the 1st day of March, 1910, and the 1st day of 1\Iarch in each 
year thereafter, a true and accurate return under oath or affirmation of 
its president, vice-president, or other principal officer, and Its teasurer 
or assistant treasurer, shall be made by each of the corporations, joint
stock companies or associations, and insurance companies, subject to 
the tax Imposed by this section, to the collector of internal revenue for 
the district In which such corporation, joint-stock company or asso
ciation, or Insurance company has Its principal place of business, or, In 
the case of a corporation, joint-stock company or association, or insur
ance company, organized under the Jaws of a foreign country, in the 
place where Its principal business is carried on within the United States, 

.m such form as the Commissioner of Internal Revenue, with the ap
proval of the Secretary of the ~·reasury, shall prescribe, setting forth, 
!first) the total. amount of the paid-up capital stock of such corporation, 
JOint-stock company or association, or Insurance company, outstanding 
at the close of the year; (second) the total amount of the bonded and 
other indebtedness of such corporation, joint-stock company or associa
tion, or insurance company at the close of the year; (third) the gross 
amount of the income of such corporation, joint-stock company or asso
ciation, or insurance company received during such year from all 
sources, and if organized under the laws of a foreign country the gross 
amount of Its income from business transacted and capital invested 
within the United States and any of Its Territories, Alaska, and the 
District of Columbia; (fourth) the amount received by such corporation, 
joint-stock company· or association, ot· Insurance company, within the 
year by way of dividends upon stock of other corporations, joint-stock 
companies or associations, or Insurance companies, subject to the tax 
imposed by this section; (fifth) the total amonnt of all the ordinary 
and necessary expenses actually paid out <if earnings in the maintenance 
and operation of the business and properties of such corporation, joint
stock company or association, or insurance company, witil!n the year, 
and if organized under the laws of a foreign country the amount so 
paid in the maintenance and operation of its business within the United 
States and its Territories, Alaska, and the District of Columbia; (sixth) 
the total amount of all losses actually sustained during the year and 
not· compensated by insur:_m<;e or· otherwise, sta~ing separately any 
amounts allowed for dcprectatwn of property, and m the case of insur
ance companies the sums required by law to be carried to premium re
serve fund, and in the case of a corporation, joint-stock companv or 
association, or insurance company, organized under the laws of a 
foreign country, all losses a_ct~ally susta!ned by it during the ~·ear in 
business conducted by it wtthm the Umtcd States or its '.ferritories 
Alaska, and the District of Columbia, not compensated by insurance 01: 
otherwise, sto.~ing separately .any amounts all<:>wed for depreciation of 

Eroperty, and m the case of msurance compames the sums required by 
aw to 1Je carried to premium reserve fund; (seventh) the amount of 

interest actually paid within the year on Its bonded or other indebted
ness to an amount of such bonded and other Indebtedness not e·xceed
ing the paid-up capital stock of such corporation, joint-stock company 
or association, or insurance company outstanding at the close of the 
year, or in case of a corpor!J.tion, joint-stock company or association, 
or msurrrnce company, or gam zed under the Ia ws of a foreign countrv 
interest so paid on its bonded or other indebtedness, to an amount of 
such bonded and other indebtedness, not exceeding the proportion of 
its paid-up capital stock outstanding at the close of the year which 
the gro~s nr;tount of i!s Income fo_r the year from business transacted 
and capttal mvested wtthin the Umted States and any of its Territories 
Alaska, and the District of Columbia, bears to tbe gross amount of it~ 
income derived from all sources within and without the United States· 
(eighth) t~?-e amount pal~ by it within the year for taxes imposed undet: 
til~ authonty of the Umted States or ~ny St_ate or Territory thereof; 
(nmth) the net income of such corporatiOn, jomt-stock company or asso
ciation, or insurance company, after making the deductions in' this 
section authorized. All such returns shall as received be transmitted 
forthwith by the collector to the Commissioner of Internal Revenue. 

Fourth. Whenever evidence shall be produced before the Commissioner 
of Internal Hevenue which in the opinion of the commissioner justifies 
the belief that the return made by any corporation, joint-stock com
pany or association, or insurance company is incorrect, or whenever any 
collector sha!l rep~rt to the Commissioner of ~nternal Revenue tha't 
any corporatiOn, JOlDt-stock company or assoc!atwn, or insurance com
pany has failed to make a retur~ as required by Jaw, the Commissioner 
of Internal Revenue may reqmre from the corporation joint-stock 
company or associati~n, 01: insurance cornl?any n~aking 'such return, 
such furthe: informatiOn wtth reference t_o tts capttal, income, losses, 
and expendttures as he may deem expedtent; and the Commissioner 
of Internal Revenue, for the purpose of ascertaining the correctness of 
such return or for the purpose of making a return where none -has 
been made, is herc!Jy authorized. by any regularly appointed rennut' 
agent 8pecially designated by him for that purpose, to examine any 
books and papers bearing upon the matters required to be included in the 
retum of such corporation. joint-stock company or association, or insur
ance company. and to require the attendance of any officer or employee of 
such corporation, joint-stock company or association, or insurance com
pany, and to take his testimony with reference to the mutter required bv 
Jaw to be included in such return. with power to administer oaths to such 
person or persons: and the Commissioner of Internal Hevenue may 
also invoke the aid of any court of the United States to require the 
attendance of such officers or employees and the production of such 
books and papers. Upon the information so acquired the Commissioner 
of .Internal Hevcnnc may amend any return or make a return where 
none has tieen made. All proceedings taken b;> the Commissioner of 
Internal lle>enuc under the provisions of this section shall be subject 
to the ,_pproval of the Secretary of the 'l'reasury. 

Fifth. All returns shall be retained by the Commissioner of Internal 
nevenue, who shall make assessment~ thereon; and in case of an~· 
return made with false or fraudulent mtcnt, he shall add 100 per cent 
of such tax; nnd in ea"c of refusal .or nc~:Ject to make a· return or 
to vcr!fy the same as af!'resaid, he slla_ll add GO per cent of such tux. 
In case ot neglect occaswnetl by the s1ckncss or absence of an officer 
of sucb corporation, joint-stock company or association, or insurance 
compaBy, required to make said return, the collector may allow such 

further time for maldng and delivering Ruch return as he may deem 
necessary, not cxceedin:; thirty da~·s. 'l'he amount so added to the 
tax shall be collected at the same t1mc and in the same manner as the 
tax originally assessed unless the refusal, neglect, or falsity is dis
covered after the date for payment of said taxes, in which case thn 
amount so added shall be pa1d by the delinquent corporation, joint-stock 
co~pany or association, or insurance company, immediately upon 
nottce given by the collector. All assessments shall be made, and the 
several _corporations, joint-stock companies or associations, .. or insurance 
comp!'-mes, _shall be notified of the amount for which they are re
spectrvely !table on or before the 1st day of June of each successive 
year, and said assessments shall be paid on or before the 30th day of 
June, except in cases of refusal or neglect to make such return, and 
In cases of false or fraudulent returns, in which cases the Commissioner 
of Internal Revenue shall, upon the discovery thereof, at any time 
within three years after said return is due, make a return upon infor
mation obtained as above provided for, and the assessment made by 
the Commissioner of Internal Hevenue thereon shall be paid by such 
corporation, joint,stock company or association, or insurance company 
immediately upon notific;ttion of the amount of such assessment; and 
to any sum or sums due and unpaid after the 30th day of June In .any 
year, and for ten days after notice ancl demand thereof by the collector, 
there shall be added the sum of .5 per cent on the amount of tax unpaid 
and Interest at the rate of 1 per cent per month upon· said tax from 
the time the same becomes- due, as 'a penaltY. .. · · 

Sixth: When the assessment shall be· made, as provided in this 'sec
tion, the returns, together with any corrections thereof which may have 
been made by the commissioner, shall be filed in the office of the Com
missioner of Internal Revenue and shalt constitute public records and 
be open·to inspection as such. . . . . , 

Se\'enth. It shall be unlawful for any collector, deputy collector, 
agent, clerk, or other officer or employee of the United-States 'to di
vulge or make known in any manner whatever not provided by law to 
any person any Information obtained by him in the discharge of his 
official duty, or to divulge or make known in any manner not provided 
by law any document received, evidence taken, or r~port made under 
this section except upon the SJ,lecial direction of the President; and 
any oll'ense against the foregomg provision shall he a m!sdemean·or 
and be punished by a fine not exceeding $1,000, or by imprisonment 
not exceeding one year, or both, at the discretion of the court. 

Eighth. That If any of the corporations, Joint-stock companies or 
associations, or insurance companies aforesu! shuJI refuse or neglect 
to make a return us above specified on or before the 1st day of 1\Iurcll 
in each successive year, or shall render n false or fraudulent return, 
such corporation, joint-stock company or association; or 'insurance 
company shall be liable to a penalty of not less than $1,000 and not 
exceeding $10,000. · 

~'bat any person authorized by law to make, render, sign, or verify 
any return who makes any false or fraudulent return or statement, 
with intent to defeat or evade the assessment· required. by this section 
to be made, shall be guilty of a misdemeanor, and ilhall be fined not 
exceeding $1,000, or be imprisoned not exceeding one year, or both, at 
the discretion of the court, with the costs of prosecution. 

~'hat all laws relating to the collection, remission, and refund ot 
Internal-revenue taxes, so far as applicahle to and not Inconsistent with 
the provisions of this section, ·are hereby extended and made applicable 
to the tax imposed by th1s section. . · .. . 

Jurisdiction is hereby conferred upon the circuit and district courts 
of the United States for the district within which anv person sum
moned under this section to appear to testify or to pro'duce books, us 
aforesaid, shall reside, to compel such attendance, production of books, 
and testimony by appropriate process. 

Mr. FLINT. l\Ir. President, this amendment was offered 
by the chairman of the Finance Committee after careful con

. sideration by the committee, and is in accordance with the 
recommendation .of the President of the United States in his 
message of June lG, 1909. Prior to the recefpt of the message 
of the President by. the Congress of the United States the Fi
nance Committee had considered the question of obtaining ad
ditional revenue. The committee were not altogether united 
on the question whether it was necessary to ha'l'e. revenue in 
addition to what would be produced by the pen.ding bill. v;·c 
considered not only the question of taxing COl'IJOrationf'l, as 
recommended by the President, but also the income tax and the 
tax upon inheritances, as passed by the House. of Representa
tives. 

'!'he committee decided that it would be nnwise to pass au 
income-tax amendment in form and substance like those intro
duced hy the Senator from Texas [l\Ir. RuLEYJ and the Senator 
from Iowa [Mr. CUMMINs]. '\Ye felt that, in view of the de
cision of the Sn11reme Coprt of the United States in the Pollock 
cnl:'e, it would be indelicate, at least, for the Congress of tho 
l"nited States to pass another measure nnd ask the Suprenio 
Court to pass upon it, when they had already passed upon the 
propcsition in that case. 

Vi"e felt in. the matter of the inheritance tax that. it was un
wise to adopt the measure as pa~~ell by tile House of Hepresent
ative:::, for the reason that a hu·ge numhl'r of the States of the 
Union have ndopted inheritance taxes as a ).neans of revenue in. 
those States, and that it won!~ ~e a hardship upon the people 
of tlw~e States to have the add1t10nal burden of a national tax 
on inheritances. · 

'\Yhen the Presirlent of the United States recommended the 
passage of a hill for a tax on corporations, on the privilege of 
doing business, the committee agreed that it ·was a proper 
measure to recommend to Congress for additional revenue. As 
I stated, there were members of the committee who believeu· 
that the present bill will produce suffiCient re\·enue, but there arc 
others of the committee-a majority, I believe-who believe it 
is necessary to hare additional rerenue. 
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'\Ve were also in favor of having n measn.re which, in our 

opinion, would work the least hardship to the people of this 
country, and we believe the· amendment ''e have recommended 
will do this. 

It provides for n tax of 2 per cent upon the entire net income 
of all corporations or joint stock companies for profit, represented 
by shares, or having a capital stock, and insurance companies. 
It provides for certain deductions from the· gross income of 
the corporation, so as to make definite what the net income will 
be. It also provides for the taxation of foreign companies doing 
business in the United States, and a deduction from the gross 
income of those companies. It also pro.-ides n penalty for mak
ing false returns. It provides that the penalty for a false return 
shall be 100 per cent, and a penalty of 50 per cent for failure 
to make the return. It also provides that in the event of a 
failure to pay the tax when it becomes due a penalty of 5 per 
cent shall be added and interest at 1 per cent per month. It 
provides, in addition to that, that the making of a false return 
by a ·corporation shall be punishable by a penalty of not less 
than $1,000 and not more than $10,000. It provides that the 
officer who makes the false return shall be punished by fine of 
not more than $1,000, or by imprisonment for not more than 
one year, or both. 

In addition to the provisions in reference to increasing the in
come of the Government, there was an additional recommenda
tion by the President of the United States in his message that 
it would give a certain amount of control of corporations by 
the National Government, publicity as to the condition of the 
affairs of corporations, and supervision to a certain extent over 
those corporations. 1.'he bill provides that these returns as 
made by these corporations to the collector of internal revenue 
shall be forwarded to the Commissioner of Internal Revenue 
and become public records. But it provides also that no col
lector of internal revenue shall have the right to examine the 
books and affairs of any corporation, unless the Commissioner 
of Internal Revenue is satisfied that a false return has been 
made; or, in another instance, where no return has been made, 
he can then appoint a deputy specially authorized to examine the 
books and the papers necessary to ascertain the correct amount 
that should be returned by the corporation, and obtain knowl
edge sufficient to make a return where no return has been made. 
By reason of these various provisions in the measure ·the public 
will be advised of the condition of the affairs of corporations 
throughout the country, and at the same time the fear of many 
people that these internal-revenue agents will be prying into 
the affairs of corporations is protected, as no investigation of 
their affairs can be done except by an officer specially authorized 
for that purpose. 

l'lfr. GALLINGI<JR. 1\fr. President--
The PRESIDING OFFICER. Does the Senator from Cali

fornia yield to the Senator from Xew Hampshire? 
Mr. FLINT. Certainly. 
Mr. GALLINGER If I do not disturb the Senator, I have had 

two or three letters of complaints about this proposed law, the 
complaint largely being based upon the assumption that there 
was to be an at'my of agents and inspectors sent out by the Gov
ernment to prr into the affairs of these corporations. I infer 
from what· the Senator says that that has been very carefully 
guarded, and that there need be no apprehension on that point. 

Mr. FI,INT. The Senator is correct. The amendment limits 
the right of investigation to an officer specially authorized for 
that purpose and does not permit revenue agents to pry into 
the affairs of a corporation out of mere curiosity. 

l\Ir. GALLE\GEH. Or to make a record. 
l\fr. FLIKT. And such investi'gations can only be made of 

the affairs of that corporation as are necessary to make this 
return. 

The committee has no pride of opinion as to the form of this 
measure, for the reason that it is as drawn by the Attorney
General of the United States after conference with the Presi

·dent and with the junior Senator from Kew York [:\fr. RooT]. 
After the bill had been prepared, it was then sent to the commit
tee and the committee made certain amendments mHl changes. 

The PHESIDI:\"G OFFICEH. Does the Senator from CaTifor
nia vield to the Senator from ::\"Pbra~<ka '! 

;\Ii·. FLI:\"T. I yieW. 
2\Ir. Bt'HKF.'l'1'. I did not wnnt to interrupt the Senator 

until lle ~ot through with his a!lS\ver, hut I wish to ask him a 
qne~i ion in connection with 1!1P~P in~nmnce companies. Does 
it nl:-;o incltHle the fraternal lwn~>f!<"!nry l·ompnnil's? '\Ye hnve 
a grca t mnny fr:t tPrnn I U?<ll'(kinry scwiPtier< not or~anbr.ed for 
pl';)fit. 'flH·~· pny nothing e;:ePpt :t snlnry !Jere nn<l there for 
those who <.:OlHllld tl;e organizati<,n. As I lJHYe lo<,ke<l over the 
bill, this would indmle a tux on them. I ask the Senator if that 

XLIV··-2H 

is correct or if there has been any consideration of that phase 
of the question? 

l\Ir. FLIKT. I desire to say that the provision the Senator 
from Nebraska refers to has also been carefully considered by 
the committee, and the committee is of the opinion that none of 
those organizations would be taxed under the proyisions of the 
bill. l\Iy attention was called to..(lay to the matter of the organi
zations of the Brotherhood of Locomoti>e Engineers, the Rail
way Conductors' Association, the Railway Mail Association, and 
the Trainmen's Association, and numerous organizations of that 
kind in addition to the organizations the Senator refers to, like 
the Odd Fellows, the Royal Arcanum, and organizations of that 
kind. The committee is of opinion that they are not included 
within the provisions of this bill, and it does not intend to have 
them included. · 

Mr. McCUMBER. Will the Senator allow me to make a sug
gestion right there? 

Mr. FLINT. Certainly. 
Mr. McCUMBER. The bill applies only to those organiza

tions having a capital stock. None of the corporations the 
Senator from. Nebraska is speaking of have a capital stock. 

Mr. BURKET'l'. I will say that as I read it through I rather 
thought that they were protected, but I have just had two or 
three telegrams from lawyers representing some of these fra
ternal organizations who have a little apprehension the· other 
way. That is why I wish now to have the opinion of the com
mittee, because I expect to confer more with them with a view 
perhaps, if the bill does not protect them, of offering an amend
ment. 

Mr. FLINT. I can say to the Senator that we intencl to ex
clude those organizations. 

Mr. BURKETT. I understood that that was the intention, 
and that is the reason why I ask the question now. 

Mr. CUMMINS. Mr. President--
The PRESIDING OFFICER. Does the Senator from Cali

fornia yield to the Senator from Iowa? 
1\fr. PLINT. Certainly. 
Mr. CUMMINS. I do not want any erroneous impression to 

get abroad, and an error might be inferred fi·om the suggestion 
of the Senator from North Dakota [Mr. McCuMBER]. '.rhe bill 
covers all insurance companies. 

Mr. FLINT. The Senator is correct in that. 
Mr. CUMMINS. Whether they have capital stock or not. 
Mr. FLINT. The Senator is correct. 
Mr. CUl\Il\HNS. And whether a particular organization is 

an insurance company is to be decided by the laws of the State 
in which the company is organized. 

l\Ir. FLINT. I take it the Senator is correct. 
Mr. CUMMINS. One of the companies mentioned by the Sen

ator from Nebraska in Iowa would be and is an insurance com
pany. 

1\Ir. FLINT.· As far as the provisions of this bill are con
cerned, we are not endeayoring to coyer the organizations re
ferred to by the Senator from Nebraska, and his suggestion will 
have the careful attention of the committee during this debate. 
I am satisfied in my own mind that they are not within the pro
visions of the bill. 

l\fr. BURKETT. I will say to the Senator that I did not 
mention any particular one. 

l\Ir. FLIXT. You did not. 
Mr. BURKETT. I took it from the term " organized. for 

profit" that it would exclude the ones to which I referretl. 
l\fr. FLIKT. That is true. If the Senator will look at the 

hill, he will see that it refers to insurance companies. It says 
insurance companies in the bill; and the question in m~· milid: 
and, I think, in the mind of the Senator, is as to whether the 
organizations such as he refers to are insurance companies. In 
my opinion they are not. The insurance is a mere incident to 
the purpose of the organization. 

llil". BURKE1".r. Of course I had in miml the purelv bene
flciary organizations, the Ancient Order of United ·workmen, 
and others. It does not inelude any of those, I understand 
aml it is intended to coYer them in the proYisions of this rax: 
I wanted to get the Senator's opinion because I want to confer 
rnore with these attorneys; and if that is not clear I \\"ant t~ 
offer an amendment later on. 

Mr. BULKELEY. Mr. President--
The PRESIDING OFFICER Does the Senator from Cali

fornia yield to the Senator from Connecticut 'I' 
l'lfr. FLINT. I do. 
!\Ir. BliLKELEY. I should like to ask tile Senator if the 

proYision in regard to inRnrance compnnif'R he is now explain
ing, as not affecting organizations of a certain chararter, how 
it affects other and yery much larger organizations that have 
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no capital stock '1Yhat~1er? The largest insurance corporations ters that ha1e b'een before the Senate in connection with this 
in the country arc corporations without any capital stock what- bill ready and willing to recei1c suggestions, our endeayor being 
ever. to have a bill that will meet with the approml of the people of 

l\Ir. FLINT. \Ve intend to include those within the proYi- the country. 
sions of the bill. The great insurance companies in New York Mr. CUl\11\IINS. I ha1e not made the suggestion with any 
and throughout the Union that have accumulated these funds, idea of offering :an amendment. I think the bill is quite as good 
in our opinion, should pay the tax. in that respect as it is in any other. • 

lllr. BULKELEY. Where do you draw the line? Mr. BULKELEY_ Mr. President--
}.:fr. FLINT. We draw the line between insurance companies The PRESIDING OFFICER. Does the Senator irom Cali-

:and organizations, such as were referred to by the Senator from . fornia yield to the Senator from Connecticut? 
Nebraska, and organizations such as the Railway Trainmen ~ Mr. FLINT. Certainly. 
and like organizations, where the insurance is a mere incident · Mr. BULKELEY. I wish to ask a question, with a view of 
to the other part of their work, which is fraternal and charitable. offering an amendg~ent at some period in the consideration of · 

Mr. BUI.,KELEY. Does it not include the greater part'? I ' the bill. 1 wish to get the theory upon which the committee 
wish to ask the Senator another question. The Senator :stated, : had prepared the bill. especially in regard to insurance cor
! think, that the committee abandon-ed the idea of an inheritance :porati!m.s, which they seem to hale singled out from all the 
tax for the reason that that subject was attended to largely by other corporations .of the country and put into a class by them
the States, and that the inheritance tax: had been adDpted by the selv-es. I do not understand the reason. Certain -of the great 
.States generally !J.S .a so·urce of income for the State. Did I insurance companies of the United States, the largest ones, have 
understand the Senator correctly? never had any capital stock. They are not {)rganized for profit, 

Mr. FLINT. The .Senator understood me correctly. and the savings made in those corporations are returned to their 
· Mr. BULKELEY. Did the committee make any ±nvestiga- · policy holders. The committee -seem to have singled out a body 
tion into the question as to how the States were taxing these: of that class by themsel1es. The railroads are in a class by 
.corporations, particularly insurance corporations, for the sake themselves. The insurance company corporations embrace 
<>f doing busines§l in the State? large and very prosperous institutions all over the land and of 

1\ir. FLINT. We have. great character. They are all chartered and organized to do 
1\fr. BULKELEY. How did it compare, if you .made the in- : business under the laws of some State. They are taxed, so far 

.vestigation, with the inheritance tax? as taxation goes, and that is made an e..~euse by this committee 
1\fr. FLINT. There is no way of comparing it. As a matter for droppi:ng any f<>rin of tax other than a corporation ta:i. 

JJf fact the insurance companies that are d<Jing business in They are taxed in e1ery .State not on their profits, but on their 
States other than the State in which they are incorporated are ,gross ;receipts received in that State. It is not confined to the 
required to pay taxes. In ·some States it appears to be v-ery life-insurance companies. The fire-insurance companies are in 
high and in some reasonable. the same conditi<Jn. That seems to be the only reason why these 

Mr. BULKELEY. Is the Senator aware that the insurance companies are picked out . 
.corporations in the United States are taxed in .every State in Mr. BEVERIDGE. May I ask the Senator a question for in-
which they do business? formation .at this point? Is it not true that these companies 

Mr. FLINT. I am. in the States are not only taxed upon their gmss receipts, but 
Mr. BULKELEY. So the same argument w<Jnld .not apply to in many instances pay what is called a "privilege" tnx and are 

insurance companies which wDuld apply to an i:nheritance tax. ' subject to other forms of taxation? 
They are taxed by the States .in -which they do business very Mr. BULKELEY. In the course of this discussion I will try 
much higher than any inheritance tax which has been imposed. to inform the .Senate on those points. I will say in answer to 

l\Ir. Sl\100'I'. l\fr. President-- the Senator's question that in almost every State of the Union, 
~'he PRESIDING OFFICER. Does the Senator .from ,Cali- the whole forty-siX, life, fire, and other insurance organiz.'1.-

fornia yield to the Senator from Utah? tions are ta_.:ed on their gross premiums, and they are not onJy 
Mr. FLINT. I do. taxed in that way, but they are taxed for the support of the 
J\ir. Sl\IOO~\ In answer to the Senator from Connecticut, I insurance department of the State. They are required to pay 

desire to call his attention to the bill, :and to the wording as a license for agents. 'l:hey aTe required in many parts of the 
found in line 3, page 1, where it says ".and every insurance country to have licenses in e1ery city in which they do busi
company now or hereafter ·organized." That, of course, would ness, in addition to the state taxes they pay. 
take in aU insurance companies, whether they have capital stock . I do .not know anybody that has had a chance to talk with 
or' whether they haYe not capital stock, but I can not see how it the Finance Committee, when a great measure of this character 
is going to apply to any company that was not organized as an was before it and before it was reported to the Senate; but, as 
insurance company, as the one mentioned by the Senator from I understand it, nobody has had the opportunity. This meas
Iowa. The fraternal organization that he speaks of was not or- ure, according to the Senator from California, was sent to the 
ganized as an insurance company, as I take it, from his own Finance Committee from other sources. It has not been formed 
statement. .in the Finance Committee after any hearing from anybody that 

Mr. CUl\Il\iiNS. li:Ir. President-- could properly be interested and then sent here to the Senate. · 
The PRESIDING OFFICER. Does the Senator from Cali- 1\Ir. FLINT. It would be impossible for this committee to 

fornia yield to the Senator from Iowa? define the line between the various corporations the Senator 
1\Ir. FLIN~'. I do. refers to, and 'lYe ha1e not attempted to do that in this amend-
1\Ir. CUl\11\fiNS. The insurance company is well known in the ment. 

law. Whether a particular company is an insurance company I desire further to say that the Senator is mistaken when 
depends upon the business it does. If it carries on the business he states that there was no consideration giYen by the com
of insuring either lives or property, or against accident, it is an mittee. On the contrary, there was great consideration given 
insurance company, if it be an incorporation, and the laws of to this subject and it was carefully investigated. We realized 
every State determine for themseh-es what are and what are that there were problems to meet, just as the Senator from Con
not insurance companies. The Congress of the United States necticut pointed out, and we endeavored to meet them in this 
can not determine wh_at are insurance companies, inasmuch bill. 
as-- There is one more word I want to say in reference to this bill. 

Mr. FLINT. We are not endea1oring to do that. 1\ir. FOSTER. 1\ir. President--
1\Ir. CUl\'Il\IINS. Inasmuch as these corporations are organ- The VICE-PRESIDENT. Does the Senator from California 

ized under State Jaws. I will put you an instance. \Ve haYe in yield to the Senator from Louisiana? 
our State a Yery large comlmny, known as the "TraYeling l\Ien's 1\fr. I~LINT. I do. 
Accident Insurance Company." Ko one belongs to it but traYel- 1\ir. FOSTER. Is it the puq1ose to include within the opera-
ing men. It is a yery large concern, and it accumulates in the tions of this measure homestead associations? 
course of a year a Yery lar;:;e amount of money. It is, however, 1\Ir. FLIN~'. \Yhat does the Senator mean by homestead 
an insurance company under the la'l\·s of our State. i could associations? 
mention a hunclred in our State alone, without any capital stock, 1\fr. FOS~'ER. I thought the Senator in charge pretty well 
that are as purely mutual and fraternal as the Order of Rail- understood what homestead associations are. The President 
way Conductors or the l\Iodern \Yoodmen. Yo11 will find when seems to understand what they are, as I understand in his mes
we have gone into this subject that the appellation "insurance sage he recommended that homestead associations l>e exempted, 
companies" will cover a Yery great number of organizations en- I refer to building and loan associations, sometimes called 
gaged in this business. ''homestead associations." 

Mr. FLINT. l\Ir. President, I desire to say to the Senator Mr. ALDRICH. I do not think they are included. 
from Iowa he will find the committee in this as in all other mat- 1\fr. FLIN~'. No; I do not think they are included. 



3940 CONGRESSIONAL RECORD-SENATE. J Ul-i--:E 29, 

l\Ir. BORAH. But the difficulty is that you are visiting 
punishment uvon the just and the unjust, as you are doing 
throughout this entire bill. 

:.\Ir. CllA WFORD. The answer to that, so far as building 
mul loan associations are concerned, is that it turns upon 
whether they are corllOrations for profit. If they are, why 
shouhl they have any privilege that other corporations for profit 
do not have? 

Mr. SCOTT. I should like to ask the Senator a question for 
information. 

The VICE-PRESIDENT. Does the Senator from California 
yield to the Senator from ·west Virginia? 

Mr. FLINT. I do. 
lllr. SCOTT. I understand that the amendment provides for 

. the exemption of national banks and savings banks. 
l\Ir. },'LE\'1.'. 011, no. 
JI.Ir. ALDRICH. There is nothing of that kind in it. 
l\Ir. SCO'l'T. Banks are not exempted at all? 
lllr. ALDRICH. Not at all. 
Mr. SCOT'l'. And no banking institutions? 
Mr. ALDRICH. No banking institutions organized for profit. 
Mr. SCOTT. Then, I would ask the Senator from California, 

suppose there was a corporation on one side of the street in 
business, and on the other side of the street a firm in· the same 
business, would there be any distinction? Could you tax the 
firm on its profits? 

Mr. FLINT. No. 
l\Ir. SCOT'l'. Although they might be in the same business? 
l\Ir. FLIN'l'. I have just one word more to say in reference 

to this amendment, and that is as to the income which will be 
deri>ed from it. I have devoted considerable time in endeavor
ing to obtain an estimate of the revenue which would be pro
llncell from the corporation-tax provision. I have conferred 
with the Interstate Commerce Commission, the Comptroller of 
the Treasury, and with the Department of Commerce and Labor, 
and it is absolutely impossible from the data they ha>e to make 
any reliable estimate of the amount of revenue that will be de
rived from the amendment, but I am satisfied that the estimate 
made by the President of the United States in his message, of 
$25,000,000, is altogether too low. In my opinion, the revenue 
that will be derived from it will be from forty to fifty million 
dollars. 

l\Ir. KEAN. I think the Senator had better revise that ind 
make it $100,000,000. 

Mr. FLINT. The question is one that should be carefully 
considered by the Senate, even by those who are of the opinion 
that the bill now before the Senate will not produce sufficient 
revenue. 'l'his amendment, if adopted, will produce, in my 
opinion, an additional revenue of from forty to fifty million 
dollars. 

l\Ir. BORAH. I should like to ask tile Senator a question be
fore he sits down. 

The VICE-l'ItESIDEXT. Does the f?enator from California 
yield to the Senator from Idaho'! 

l\fr. FLIN'l'. I do. 
l\1r. BORAH. For the purpose of information, I should like 

to know the Senator's view as to what is taxed under this 
amendment-what it is that we lay this tax upon? 

l\1r. FLIXT, The privilege of doing business. 
l\Ir. BORAH. The privilege of doing business as a corpora-

tion, or the 11rivilege of doing business? 
l\Ir. FLI::\T. The 11rivilege of doing business, 
l\Ir. BORAII. As a corporation, or simply doing business? 
l\Ir. FLI::\T. Simply doing business. 
Mr. BOR..A.H. That is all. 
l\fr. DIXOX l\Ir. President, a little o>er three months ago in 

this Senate Chamber the President of the United States, in de
livering his inaugural address and outlining the policies of the 
incoming administration, said to the Congress that, in the event 
the proposed revision of the revenue Jaws did not yield a suffi
cient revenue. in his opinion the most plausible source of addi
tional taxation ,vas an inheritance tax. The Ways and Means 
Committee of the House followed the President's suggestion by a 
unanimous vote, and incorporated an inheritance-tax provision 
in this bill. It passed the House of Representatives with not a 
voice raised in protest. It came to the Finance Committee of 
the Senate, and, after due deliberation, they struck it from the 
bill; and in all of the debate over the income tax, the inherit
ance tax, and the corporation tax you have hardly heard a voice 
raised in defl'nse of the inheritance tax, which, I think, all of us 
will agree is the most equitable of all. Before the debate drifts 
further into the income tax and the corporation tax, I want to 
address my remarks to the Senate this afternoon especially to
ward the inheritance-tax feature that was reported by the House 
committee, passed by the House of Representatives, and elimi
nated by the Senate Committee on Finance, 

JIIr. President, I have taken but little of the time of the Senate 
during the discussion of the tariff schedules, for it has been 
patent to me from the beginning of this debate that the differ
ences of opinion about which a war of words has raged here 
during the past few weeks have mostly been concerning only the 
degree of the duty to be levied. It has been a debate over per
centages rather than one concerning principles. JIIy belief is 
that an honest expression of opinion of the individual ~!embers 
of both Houses of Congress, whether Republican or Democrat, 
would in nearly eYery single individual case result in a confes
sion of faith-that the duty to be fixed in the various schedules 
of this bill should measure the difference of cost of production 
of the article in question in the United States as against the 
cost of production of the same article in a foreign country . 
And it is my belief that the Finance Committee have, in good 
faith, attempted to apply that rule in fixing the duties under the 
various schedules of this bilL 

The tariff schedules having been completed, we are now con
fronted with an entirely new proposition--one about which men 
may and do differ, on principle, with deep and vehement ear
nestness. 

To my mind the action which this Congress shall take relative 
to the disposition of the income, the inheritance, and the corpo
ration tax propositions will influence political parties and their 
individual membership in the immediate future to a far greater 
degree than we at this time anticipate. 1\fy own judgment is 
that the final results of the action of this extra session of the 
Sixty-first Congress may result in greater disturbance of the 
personnel of the present Congress than has been usual in the 
last few years. 

We know, and the country knows, that while the percentages 
fixed in this bill have not met with the full approval of eight or 
ten Senators on this side of the Chamber, probably at least as 
large a number of Democratic Senators on the other side of the 
Chamber, to put it mildly, have not been at all disturbed by the 
rates of duty fixed in the bill that particularly affected the in
dustries in that particular portion of the country that they 
represent. 

THE PRESENT REVENUE NOT SUFFICIE..XT. 

Notwithstanding the somewhat cheerful and optimjstic view of 
the chairnmn of the Finance Committee concerning the revenue 
that the bill will probably produce, in common with· many other 
Members of this body I am thoroughly of the belief that unless 
the tariff and internal revenuQS are largely supplemented we
will not have -during the next few years a revenue sufficient 
to meet the rapidly growing demands of the Federal Govern
ment, economically administered. 

The experience of a hundred years teaches us that the expend
itures of the municipal, state, and federal governments are con
tinually on the increase and, with thriving, growing commu
nities, Sto.tes, and Nation, the expenditures will certainly largely 
increase in the years that lie before us. 

It is not a secret that in preparing the estimates for the appro
priation !}ills for the coming session of Congress the orders to 
each department chief here in Washington is to cut the estimates 
to the very. bone. This can be (lone for one appropriation bill, 
and one only. Except in rare and minor instances, it can not 
be done and important governmental enterprises not suffer seri-
ous embarrassment. . 

We have not yet forgotten the hue and cry raised by the 
Democratic party about the "billion-dollar Congress" in the 
campaign of 1890,. anli the charges of "Republican extrava

' gance," and how the next Congress, under Democratic leader
ship, appropriated more than $50,000,000 in excess of its Re-
publican predecessors. · 

In addition to the ordinary expenses of the past years, Con
gress is now confronted with the task of raising $300,000,000 for 
the completion of the Panama Canal; not less than five hundred 
million will be required to carry out the proposed deep-water
way programme, to dig the ship canal from Chicago to the 
Gulf, and extend the cross arm of real inland navigation from 
Pittsburg to Sioux City. The inland "·atcrway from New York 
southward, along the Atlantic coast line, and from Xew Orleans 
to Galveston, along the Gulf coast, will require a hundred mil
lion more. 

If our foreign commerce is ever to be rehabilitated, whether 
in the form of a ship subsidy for carrying our mails or other
wise, so we can send a. letter to a South Americnn port without 
the humiliation of first sending it to Europe and thence in a 
foreign mail steamer to South America, not less than ten mil
lions annually must be appropriated from the Federal Treasury. 

For years every western :Member of Congress has been em
barrassed because of the fact that a pitifully insignificant sum 
is doled out each year for surveying the public lands of the 
Government instead of a liberal appropriation sufficient to sur .. 
yey the land already occupied by bona fide settlers. 
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If Congress were to at once provide the public buildings now 

badly nee!lell in tile city of Washington for actually housing the 
various departments of the Government tllat now are occupy, 
ing rented quarters in fire-trap buildings in this city, not less 
tllan twenty-five millions would be required. 

If bu~iness metllods were applied by the Government, we 
could annually expend fifty millions a year in irrigating the 
vast stretclles of arid land in the West instead of limiting the 
engineers to the use of the mere pittance tllat now accrues 
from the sale of public land. With these overwhelming demands 
confronting us, we are confronted by a not increasing ren•nue~ 

Prophecies are always subject-·to a discount, but it is not un, 
reasonable to suppose that, with the wave of prohibition. that 
has been sweeping over the eountry, the receipts from interllill 
revenue will largely decrease--at best, will not yield the same 
proportion of income as it has in the past. 

The free importation of 300,000 tons of Philippine sugar and 
the rapidly increasing production of beet sug.'lr in the West will, 
within a few yearE, largely reduce the amount of money now 
received from the sugar duty, which is the largest single source 
of customs revenue. 

THREE PROPOSITIONS FOR .ADDITIONAL REVENUE. 

There are now pending before the Senate three separate propo
sitions for raising additional revenue. 

One of the tllree will undoubtedly become a law within tile 
next thirty days. These are the inheritance tax, the income tax, 
and the corporation tax. 

So that my position may not be misunderstood, I want to say, 
first, that I shall vote for the corporation-tax amendment as 
proposed by President Taft in his message, with the full under
standing tllat I believe its chief virtue lies in the publicity fea
ture as applied to large corporations, for I am fearful that the 
tax that will be imposed by it will, in the end, in many cases 
at least, be "passed on to the public." 

Before casting our vote for or against these three separate 
measures, I sincerely wish it were possible that the Senators 
could lay aside their preconceived notions of the merits of the 
three different methods, and, witllout regard to past political 
alliances or party platform declarations or expressed personal 
allegiance to either of the three proposed measures, approach 
the subject in a spirit of fair investigation of the merits of each 
plan, with due regard to the conditions that confront us,. and 
not mere theories. _ 

Seeking only to ascertain the trutll, and with no pride of my 
own opinion, my conclusions are that the inheritance-tax pro
visions, as passed by the House of Representatives and incor
porated in the bill, before its provisions were stricken out by 
the Senate .Finance Committee, met the requirements of. the 
present situation and did so without encountering the objections 
that have, in good faith, I believe; been urged against. both of 
the other propositions. 

In the first place, no question can be raised as to its consti
tutionality, as the United States Supreme Court,. while holding 
that the former income-tax law was unconstitutional, has 
already, in the case of Knowlton v. Moore (178 u.· S., 41, 1900), 
held that the inlleritancc-tax provision enacted at the time of 
the Spanish war was constitutional. 

Mr. BORAH. Mr. President--
The VICE-PRESIDENT. Does the Senator 

yield to tile Senator from Idaho? 
1\fr. DIXON. With pleasure. 

from Montana I 
l\Ir. BORAH. Is not thnt the same position we were in when 

we passed the income-tax law in 1894? 
Mr. DIXON. In 1894 the Supreme Court had not passed 

upon the validity of the inheritance-tax law. 
. l\Ir. BORAH. But it had passed upon the validity of the 
income-tnx luw. 

l\Ir. DIXON. It had, I think, in a dozen different decisions 
held that the income-tax law was valid, but, unfortunately, 
afterwards, by a divided court, it held that it was not. ' 

While it had been my intention, in the e,·ent the Senate would 
not adopt the provision of the House regarding the inheritance 
tax, to ba ve voted for an income-tax provision in this bill; I 
always realized fully the uncomfortable situation that would 
follow a second declaration of its invalidity by the Supreme 
Court, and I was not unmindful of tile embarrassment and full 
lack of confidence in the public mind in the supreme law tri
bunal· of the Republic should that court, with its personnel 
largely changed, reverse its own former ruling. 

To. the most sincere and ardent friends of the income-tax 
tbcory-and I am one of those who see a large measure of 
merit in its provisions-! respectfully and earnestly commcncl 
the embanassment tllat would follow either a favorable or an 
unfavorable decision by the Supreme Court; 

I yield to no man in my allegiance to the principle that wealth 
should bear more of tile burden of federal expenditures tllan it 
does under the present system of federal. taxation. 

Theoretically at least, in apportioning the burden of taxation 
for municipal, county., and state purposes, men do contribute 
in, proportion to tlleir wealth. 

In federal taxation men do not contribute, even theoretically 
in proportion to their. wealth, ' 

That such a condition of unequal burden and inequality of 
contribution is inequitable and. unfair no one will deny.. ' 

That such a condition of inequality will long continue is llll 
indictment- of the intelligence -of the American. people. 

I confess that when the discussion of this matter began of. 
providing additional revenues by some form of taxation outSide. 
the tarifi' duties and. the internal-revenue laws, that the theory 
of a t·evenue based on incomes. appeared: to. me. to. be the 
ideal one. 

Accepting as correct the .theory of Adam Smith, that- "the 
subjects of every state ought to contribute toward the support · 
of its government as nearly as possible in proportion to thein 
respecti,·e abilities," and fortified by the dictum of John Stuart 
1\Iill, tllat "·equality of taxation means equality of sacrifice; 
It means the apportioning the contribution of each, person 
toward the expense of the government so that he shall feel 
neither more nor less inconvenienced from his share of the. pay~ 
ment tllan every other person experiences from. his/' it seenied 
to me that the income tax was theoretically the correct and 
perfect one. 

So far as the theory is concerned, I am of that belief. stilL 
But when it comes to applying the theory to actuai. practice, 
I am fearful of results. 

PERSONAL PROPERTY NOT TAXED •. 

It is a well-known condition that confronts every community. 
in this country to-day that the tax collector finds and collects 
the taxes upon property that is tangible and revealed to the 
eye, but. finds it most difficult to reach any property than can be 
hidden from. view. 

As· an example, not many months ago it came under my per
soual observation that. in a certain county in. a certain State. 
the returns to the Comptroller of the '.rreasury by the national 
banks ill that county showed· cash deposits by its taxpayers 
of about $4,000,0.00.. The cash returned by the taxpayers, of 
that- county for- assessment for taxes that same month showed 
about $25,000, and most of that belonging to estates of dead 
men. then in. the probate court. 

The assessment of intangible personal· property for taxation 
not in plain view of the assessor has become a farce in this 
country. When the person to be taxed makes his return to the 
asse~sor, whether· under oath or otherwise, the general results 
are the same in actual experience. 

1 understand that the government of the city of· New York, 
costs annually about $125,000,000; that of this sum only about 

·two and one-half millions are collected from personal proverty 
in that great city; where its wealth in personal property is 
measured by billions of dollars. 

A commission on taxation appointed by the mayor of New 
York recently made public its report on personal-property tax
ation in that city, and said: 

So far as the personal-property· tax attempts to reach i:otnnglhlc 
forms <>f wealth, its administration is so comical as to b.1n·e lJecomc 
a byword. Its practice has come to be merely a requisition by the 
board of assesssors upon leading citizens for such donations as the· 
assPssors think should be made, and is paid as assessed, or reduced, ac· 
cording as the citizen agrees. With the estimate of tho assessor, sndl a 
method of collecting revenue \vould be a serious menace to democratic 
institutions were it not. so generally recognized as a bowling farce. 

The Boston Post of July 27, 1906, in-discussing this question; 
said: 

It is notorious that the greater part of taxable personal property 
escapes the payment of contribution to the support or the Government 
during the lifetime of its owners. It is considered no crime to hide 
such property from the view of the assessors. The pt·actice is well~ 
nigh uni,ersal, c~ntrary though i~ is to the principles of morality. 'rhe 
only point at which the commumty can lay hands upon such concealed 
pro'perty and levy the contribution which It ought to have paid is 
when it is exposed to view in the probate court. In New York it was 
recently shown that estates in probate a~grcgating $247,,000.000 had 
stood for only $17.000,000 for purposes of taxation during the life of 
their deceased owners. 

What is true in New York City regnr!1ing the assessment of 
11ersonal property where the person taxed rna l>es his own re
turns, as he must do, of the amount of personal property owned 
by him, is equally true in all other parts of the United States. 

WilL not the officers of the United States Go,·ernmcnt probably 
confront similar conditions in attempting to cnforcenaincom.etax? 

NEW. YORK TAX CO:\IMISSION. 

In 1906 the legislature of the State of New York authorized 
the• appointment of a· special tax· commission to investigate :md 
consider the various schemes of taxation at that time existihg 
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·Mr. DIXON. The Senatot· from· Iowa will realize the fact 

that unless there is an inheritaBce tax ·such a man will escape 
forever. That is tlw time when the tax collector does get a 
chance at him, and we do not propose to limit an inheritance tax 
to only 2 per cent of the value of the property. 

llfr. · CU::IDIINS. Would tile Senator be willing to add in the 
inheritance tax all the tax the man had escaped during his life'! 

Mr. DIXON. :Personally, I should not object to it, and 'I shall 
be·glad ifthe·Senate will amend the House bill in·that regard. 

l\Ir. BAILEY. In that way you would take most of his estate. 
llfr. CUMMINS. Something of that sort might be very satis

factory even to tile proponents of the income tax. 
Mr. BAILEY. If he lived lot"tg enough, that .would result in 

taking it all. 
·Mr .. DIXON. :And on such estates I would levy such a heavy 

:tax, especially .in the case of the collateral heirs, that there. 
•would be no question that the State would take its just parLof 
:the taxation that hnd been escaped during life.· 

I commend to the l\fembers of the Senate the report of the 
New York tax commission, as containing the most valuable 
information that I have been able to find in all my research 
about these various phases of taxation. A minority of 2 
members of that commission, out of a total membership of 15, 
recommended ·the enactment, by the New York legislature, of 
a state income-tax iaw; but in view of the findings of fact above 
quoted, other members of the commission, believing it wo_nld 
only result in a continuation of the present system of rank me
quality in taxation, sakl: 

We thcreto•·c conclude that any fo•·nt of state 'income tax is at Jll'csent 
inaclvisaLlc. Some of the mtde•·signed wc•·c years ago in fa,vor of such 
a scheme, but a clfJsc1· acquaintance 1.oith tile administra.ttt:C and c~o
nomic couditiotts of American life has tm·cell thctn to tTIC conclust-an. 
that a state income tax 1cot/.l<l be a failtii"C. The twospect. is beautiful 
in 'llwory, but useless in act~ta! practice. 

I quote further from their cliscussion of the income tax: 
We .feel that the only result of levying such a direct income ta;><, 

resting on the ·listing of all incomes by the taxpayers, would be, as m 
the case of a vigorous personal-property tax, to increase, not equality, 
but perjury and corruption. The law would remain a dead letter, as is 
the case in most of the American States where the income ta:.: is now 
imposed or it would tend to create illicit bargains between the tax· 
payers ~nd the assessors. • * * 'l'he rich experience of the United 
States shows conclusively that an income tax "' • " would be in· 
nJiective. Even the national income tax during the civil w~r was a 
notorious offender ·in this respect. The amount of revenue denved from 
it was ludicrously small; in fact, from careful investigations, it has 
been shown tbat :in tbe State of New York during the civil wat· the 
federal income tax worked scm·cely, if at all, better than the r>ersonal
property tax, when its administration became a byword throughout ·the 
length and breadth of the land. 

Mr. BAILEY. 1 could .hardly be surprised that a COilllllission 
appointed .in a State where such gross frauds are practiced 
would despair of ever making anyone contribute his due share 
to the support of the Government. But I rose simply to record 
my ,protest against any respectable official· body in this country 

· presenting such au indictment against the American people and 
against the American system of government. To tell 11!' that we 
should not call upon men to contribute their fair proportion 
to the support of. the Goveri1ment because they will not obey 
our call is to indict our system of government as a failure; 
and I think no valid argument can be made against any tax in 
this country, except it be against the justice of it. I will never 
agree that it is a good reason against levying a tax that some
body would perjure llimself to evade the payment of it . 

. l\Ir. DIXON'. With the Senator from Texas, I mts astounded 
at some of the conclusions of the tax commission. Cl'hey started 
out apparently to frame au income tax. They frank!~· say so. 
It was a nonpartisan commission; five were appointed by Gov
crnoi· Hughes, five by the speaker of the hou,;e, and fire by 
the lieutenant-governor-prominent, distinguished, high-grade 
citizens of New York State, whose names are synonymous with 
fair dealing and high integrity in private and llllblic life. They 
argue all through the report that while the income tnx is the
oretically tile beautiful one, they say frankly, after taking into 
consideration economic, social, nnd political conditions as now 
existing, the only way to make the personal-property O\nJer bear 
'his share is through the probate court aml. an inheritance law. · 

lift-. BAILEY. 'That does not fall on him at last. The man 
who haS cheated the Government escapes through the grave, 
and the burden falls on those who are tile beneficiaries of his 
good will. I thoroughly agree with the Senator from llfontaua 
in favor of au inheritance tax, though I would prefer it re· 
served, as such, to the States. The one man in this w.orld who 
bas no right to complain anywhere or at any time about a 
tax is the one who is getting something for nothing, and get
ting it through the agency of the Go,·ernment, as a man does 
always when the Government takes from the dead .and hands 
it over to the living, whether under a will or under a statute 
of distribution; and I have no objection to taxing him, Indeed, 

I suppose I wouJU tax him ~omewhat more onerously than the 
Senator from :\fontana. 

llfr. DIXON. I doubt whether the Senator would. 
J\lr. BAILEY. If the Senator would go as far as I would,. 

·we ·would go a long way toward eradicating the "posthumous 
avarice," which Hargroye denounced with such great and just 
severity in the .celebrated case of Peter Thellusson. 

·:Mr. DIXON. 1f the Senator will kindly listen to the re
mainder of my argument, I think ·he and I will !Je found in ab· 
solute nccord in the matter of "posthumous avarice." 

llfr. ·BAILEY. I was interested in what I 'heard. I only 
want to say that when any official body in this country admits. 
a law is just and 'then says it can not be enforced because of 
'the·greed of the men against whom it operates--

·Mr. ·DIXON. They ·say there is a more feasible method. 
Mr. GALLINGER. I will ask the Senator, if'he can, to 'tell 

me how many of-the States have to-day an ·incollle-tax law. 
llfr. DIXON. The only ones I personally know of are the 

·states of Massachusetts and North Carolina. 'I am informed 
by a Senator on my right that there are four, !Jut I am not ac
quainted with.the fact. 

Mr. GALLINGER. I have an impression that the law in 
'Massachusetts--

'Mr. BAILEY. Before the Senator from New Hampshire prO'
ceeds--

'Mr. GALLINGER. Yes. 
Mr. BAILEY. The State of South Carolina also has one, I 

am told. · 
Mr. GALI"INGER. I have an impression that the law in 

Massachusetts has fallen into, to use a well-known phrase, 
":innocuous desuetude;" that no effort whatever is made to. 
enfoi·ce it, and no returns are made under it. That is my im
pression. 

One other matter. '"\Ve have in om· State a collateral inherit
ance tax which is producing a very fine revenue to the State; 
and if it were .not for that, I would feel that that was the best 
possible mode of federal taxation, if it did not interfere to too 
great an extent with the revenue the State derives from that 
form of taxation. 

One other point. I am not going to apologize for men who do 
not :make returns on securities that they hold, and yet there is 
a reason for it founded in human nature. In my own little city 
the rate of taxation is either 2.20 or 2.30-I have forgotten 
which-and bonds are held by our people that pay 3! or 4 per 
cent. If those bonds were returned, the owners would ·have 
from 1 to H per cent return on the investment that .they had 
.made, and I apprehend that that circUlllstance induces many of 
them to persuade then· consciences that it is not expected that 
they will make the return, aml, to a very large es:tent, they do 
not make the return. 

It is ·no excuse, but it is a pretty common practice. I do not 
know ·how a national income-tax law might work, whether it 
would be evaded, as .it seems to be very largely evaded in the 
States that have such laws, but I do believe that if it were not 
for the fact that thirty-odd States have collateral and direct in
heritance taxes, that that, after all, would be the best form of 
taxation that we could devise. 

Mr. DIXON. When I show the Senator from New Hump· 
shire by the actual returns from these 32 States that take a 
little' toll that the state tax, with that proposed in the House 
bill itself, is a mere bagatelle, why is not this the most equi
table form after all? 

lift'. GALLINGER. I shall be glad to listen to the Senator. 
l\Ir. DIXON. I want Senators to listen, especially to the 

latter part of my speech, for, with all due deference to my 
fellow-Senators, I think they will find some things in it that 
will be of interest. I will not detain you very long. 

l\Ir. BEYERIDGE. .lust one word on the point the Senator 
from New Hampshire raised.. Because a State has an inherit
anco tax it does not follow that the Nation ought not to have 
an inheritance tax also, and its enactment, of course, would not 
deprive the State of that source of revenue; and so just is au 
inheritance tax, since the inheritance is given only b~· law 
and not by natural right, that it might not only lle doublcll and 
trebled, but quadrupled and still be more infinitely just than any 
other form of taxation, because it is taxation upon some person 
who has newr caruetl one dollar of it. 

I would ask the Senator from Montana, who, I see, has given 
this subject very careful research, if his research shows this: 
The States, .of course, have both sources of re,·enuc, aml the 
experience of one hundred years has made them nearlr all 
adopt inheritance tax, whereas only three or four of them have 
adopted the .income tax .. I ask wllether the reason of that llns 
been that .they found in the one case tha~ the inheritance !a~ 
gave a better return of revenue than the mcome tax gan~. Is 
that the case? 
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giv!.'R the State the right to take large toll for the privilege of in
heriliu" wealth that the beneficiary never created. 

The table is as follows: 
State t·crcnuc from inl!ctitancc taxes. 

State. Fiscal Inberitsnee
ycar. tax receipts. 

Dnri~g the past few years the inheritance-tax idea has ap
pealed most strongly to thinking men. Practica~ly every civi
lized nntion except our own has already adopted It as a pernlfi
nent part of its national revenue. 

The inheritance tax has been imposed by the United States Arkansas .... ------------------------------------------------ 1905-6 

Government temporarily on three separate occasions. First, by 8~~~~id1,~~~~~~~~=~~=~~=~~~~=~~==~:::~::::::::::::::::::::::: gg~ 
the act of July 6, 1797; second, by the act of July 1, 1862; and Oonnecticut .................... ----------------------------- 1905-6 

$850.18 
• 29-Z, 704.89 

• 48,646.40 
274,258.52 

3,101.63 more recently by the act of 1898, that was repealed four years Delaware ....... ____________________ • ________________________ 190'Hl 

later. ~~~~~~~~--~~--~~~--~~~~--~ ~~~~ ~~--~-__-__-__-__-__-__~~-__-__-__-__-__-__-__-__-__-__-__-__-__-__-__-__-__-__-__-__-__-__ -__- ~~~ • 689,311.96 
190,717.62 

. 86,6'».88 
70,534.42 

107,820.26 
712,720.18 

President Roosevelt in his message to Congress on the 4th Louisiana·-------------------------------------------------- 1906 
day of December, 1906--and I want the junior Senator from Maine ...... ---------------------------------------------'--- 1906 

Idaho to listen to this-said, in reference to inheritance and ~:~~!~~~etts:::::::::::::::::::::::::::::~::::~::::::::~::: 1m: 
income taxes: Michigan .... ------------------------------------------------ 1905-'6 

· There Is every reason why, when our next system of taxation Is re- ~~;~~~:~::::::::::::::::::::::::::::::::::::::::::::::::::: 1fl~ 
vised, the National Government should Impose .a graduated inheritance Montana 1905--ll 
tnx and, if possible, a graduated Income tax. The man of great --------------------------------------------------- · 

• 289,024.61 
159,454.91 
213,131.01) -
• 6,038.22 

wenlth owes n peculiar obligation to the Stnte, because he derives spe- Nebr'lika ................... : ............................... 190'jl 
cia! advantages from the mere existence of government. ~:~ Jc~~~~~~~=:::~:::~~=~~~=~~~~~~=~~:::::::::::::::::::::: ~~~ 

• 2,120.24 
• 3,276.55 
200,780.30 

1\fr. BORAH. I agree with the President entirely. I think New York .. ,------------------------------------------------ 1905--ll 
f 1 h 

't ,_ f h d' d h'l h i 
1 

North Onrohna _____________________________________________ 1905--ll 
4, 713,311.33 

4,673,41 
(•) the man o great wea t owes 1 ue ore e tes an w 1 e e s North Dakota _______ , _______________________________ , ______ 1903-4 

here as well as after. I agree with the President also in the Ohio ........ ------------------------------------------------- 1~ 
proposition that we should have a graduated inheritance tax, g~~~~~iviiilia::::::::::::::.·.·:::::::::::::::::::::::::::::::. ~;:g:t1 
and I would graduate it so that with the birth of the child, the ·South Dakota .... ------------------------------------------- 1905-6 
direct heir, it would be very light. 'l:ennessee-----------------------------------------------~---- 190~ 

l\Ir. DIXON. President Taft in his inaugural address de- ~;:!:,;;;£:::_-_-_-_-:_·_-_-_-_-_-_-_-_-:::::_·_-_-_-_-_-_-_-_-_-:_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_ ~~t1 

r 124,456.69 
15,289.81 

1,507,962.11 
•1,450.41 

• 34,301J.93 
39,889.09· 
40,581.14 
28,741.59 livered in this Chamber less than four months ago said: Virginia .... ------------------------------------------------- 190>-<l 

• 33,207 .3! 
26,052.10 

103,916.88 
• 4,372.00 

Due largely to the business depression that followed the financial 
panic of 1!l07, the revenue from customs and other sources has de
creased to such an extent that the expenditures .for the current fiscal 
year will exceed the receipts by $100,000,000. It is imperative that 
such a deficit shall not continue, and the framers of the taritl' bill 
must, of course, have in mind the total revenues likely to be produced 
by it and so arrange the duties as to secure an adequate income. 
Should it be impossible to do so by import duties, new kinds of taxa
tion mu•t be adopted, and among these I reconiinend a graduated In
heritance tax as correct in principle and as certain and easy of collec-
~. -

The Committee on Ways an(l l\Ieans of the House of Repre
sentatiYes adopted the recommendation of President Taft and 
inserted the provision in the pres~nt bill, based on the New 
York State inheritance-tax law, and estimated to yield, as I 
. understand from members of the House committee, about 
twenty-fiye millions per year. . 

Why this wise provision should be rejected by the Senate now 
and in its stead to send the country into a laborious and cir
cuitous campaign for an amendment to the Constitution iu 
order to make an income tax surely possible, I am at a loss to 
understm!d. 

The reasons advanced, that many of the States have already 
adoptetl inheritance-tax provisions for raising revenue, to my 
mind is not a tenable one. For the income tax must be levied 
from the same general class of citizens from whose estates the 
inheritance-tax revenue must come. 

1'he fact that 32 States have already adopted inheritance-tax 
laws in my mind detracts but little from the argument for a 
national inheritance tax. The field is so fertile that both State 
and :::\ation can easily take tribute and no indiYidual be dam
aged. 

As a matter of fact, while the States have inheritance-tax 
laws on their statute boo!;s, the amount collected is at the 
present time a mere bagatelle. 

I !ward in the beginning of this debate, when the question 
was n~ked why the ll'inance Committee did not re110rt the House 
proYision regarding the inheritance tax, that 32 States have al
ready adopted it and we do not want to invade the domain of 
~tates in this collection of revenue. I do not believe the Senate 
as a whole reali>~o what a farce the inheritance tax is in the 
32 States that Juwe already adopted it. With the exception 
of 2 or 3 States it does not amount to enough hardly to pay for 
the printing of tlw Ftatutes by which the tax was enacted. 

I want you to listen to the returns. We have h!.'ard so much 
about the grent fip!d of taxation to the individual States, I want 
you to know the truth about it. 

CI.'he whole amount of tax levied from this source by all the 32 
States in 190G was oitly $10,02S,451.71; and I think, about 
$G,OOO,OOO of the totnl amount came from the State of :::\ew York. 

1'he fact that 7 States enacted inheritance-tax laws while the 
National Go1·ernment was also collecting the same tax from 
1898 to 1902 shows that no fear was entertained on that score 
by the state legislatures. 

I -ask permission to here insert a table showing the amount of 
revenues collected by the inhet·itance-tax laws of the different 
states for the year 1905, which was the only accurate complete 
return that I could find. 

W nshington ................... ------------------------------ 1905--ll 
West Virginia ........ --- .... ------.------------------------. 1905-6 
Wisconsin ........................ ------.-------------------- 1905-6 
Wyoming ........•......... ---------------------------------- 190>-<l 

Total continental United Stutes ...................... -------· 10,0".1!,451.71 
Hawaii.. ................................................. __ . 1905-6 5,870.69 
Porto Rico ........................... ----------------------- 190<Hl 14,413.63 

Total ....................... __ .. __ ........... __ ......... ___ .. . .. 10,048,745.08 

• Direct Inheritance tax not fully in opet·ation. Refunds ($45.12) de-
ducted. 

• One-half of receipts for two years. 
c Refunds ($20) deducted. 
• Law of 1905 not fully in operation. 
• Law of 1903 not yet fully in operation. 
t Including direct inheritance tax repealed 1906 • 

The great State of Ohio, with hmi.dred~ of estates of great 
wealth being transmitted to beneficiaries that year, who had 
toiled not, neither had they spun, for the vast accumulated 
wealth handed down to them, collected from her inheritance-
tax laws only $124,456.69. · 

The State of West Virginia--
l\Ir. BORAH. What is the per cent iu that State? 
l\Ir. DIXON. As I recall it, the state government of Ohio 

cost about $15,000,000 a year to administer. 
l\Ir. BORAH. What was the per cent that was levied as au 

inheri tauce tax? 
l\Ir. DIXON. About the same amount, I think, provided for 

in the House provision. · 
Talk of robbing the States! In the great State of Ohio it did 

not produce--
l\Ir. BORAH. Of course, if no one died--
l\Ir. DIXON. But they are always dying. That is one of 

the beauties of this inheritance-tax law. It can not be escaped. 
l\Ir. SCOTT. The climate of ·west Virginia is so good that 

we Jiye to be very old there. 
l\Ir. DIXON. I want the Senator from West Yirginia now to 

listen. Tlie great State of West Virginia, with its accumulated 
wealth of billions of dollars represented by its immense coal, 
iron, and oil fields, its timber lands and railroads, scores of 
millions of which that year were handed down to the people 
who had little or nothing to do with its creation, collected from 
her inheritance-tax laws the insignificant sum of only $28,0;)2.10. 

Yet you talk about holding back the inheritance-tax provision 
of this bill and not "robbing the States." 

Mr. SC01'T. I will say to the Senator from l\Iontana, if he 
will allow me, that I will admit that the inheritance tax has 
remained a dead Jetter on the books of West Virginia for a great 
many years, but from the showing of last year you will find 
much more. 

Mr. DIXON. This is for the years 1905 and 1906. 
l\Ir. SCOTT. It was a dead Jetter virtually before. 
l\Ir. BRISTOW. I should like to inquire if the cause of such 

a small collection is due to the evading of the tax. 
Mr. DIXON. The tax cnn not IJe evnclerl, for the reason that 

the probate court ·records are an open book. 
l\Ir. BRISTOW. Why was it not collected, then, if it can 

not be ended? 
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That ~-cnr great Stales like Indiana, Texas, Kentucky, Ala

llama. Kansas, Idaho, South Dakota, Rhode Island, and a 
dozen others baring no iullcritancc-tax Jaws, neither State nor 
National Government, took anything from the hundreds of 
millions of dollars that rmssed from their dead owners to the 
Jh·ing beneficiaries, who did nothing only take and spend their 
" unearned increment." One or two of these States have since 
a<loptl'd inheritance-tax laws. 

During this year (1905-6), while this great Nation, as a 
National Go,·ernrneut, took nothing and the constituent States 
took only ~10,000,000 from inherited wealth to help defray an 
expense of more tlmn $3,000,000,000, largely expended in pro
tecting property, the nations of Europe collected from this, 
the most equitable of all fonns of taxation, enormous amounts. 

INHERITANCE '£AX l:<f EUROPE. 

During the year 1908 Enghmd collected about $94,230,000 
from inheritance-England, with a population of 44,000,000; the 
United States, with DO,QOO,OOO population. · 

France from her inheritance-tax laws collected last year 
$57,123,000, and in addition thereto an additional local tax from 
the same source. · 

In Germany, until 190G, an inheritance tax had only beeil 
imposed by the separate States of the Empire. But by the im
perial financial act of July 3, 1!JOG, a federal inheritance-tax 
law was enacted, which allots to the separate States a part 
of the proceeds and at the same time allows them the privilege 
of levying additional inheritance taxes on their own account. 
'l'he i~nperial tax pt·oduces about 72,000,000 marks annually, 
of wh1ch ·18,000,000 marks go to the Empire, leaving the States 
24,000,000 marks, a!Jout the same amount as they formerly re
ceived from that source. 

Mr. ORA WFORD. 1\fr. President--
The YICE-PRESIDEN'l'. Does the Senator from :\Iontana 

yield t~J the Senator from .South Dakota? 
Mr. DIXON. I yield to the Senator. 
J\fr. ORA WFORD. I should like to kno\\' if the Senator has 

ascertained ho"· much was received by the Government nuder 
the inheritance tax when it was in force? 

Mr. DIXON. About $5,000,000 a year. 
1\fr. CHA WFORD. No more than that? 
l\fr. DIXON. I think before the act was repealed, subse

quent to the Spanish-American war, it yielded altogether about 
$20,000,000; but it was a very slight tax. 

Switzerland, Italy, Australia, New Zealand, each have in
heritance-tax laws, in e1·ery case taking much larger toll tlian 
any similar law in any State of the Union, and fat• more drastic 
than that proposed by the House bill. In fact, the United 
States is practically the only civilized Nation that has not made 
the inheritance tax: a part of its system of national re,·enne. 

The inheritance-tax scheme in the House bill is most mild
mannered in its provisions as compared with that imposed in 
Europe. 

Under its prorisions, estates valued at $10,000 and not exceed
ing $100,000 pay a tax of 1 per cent of the market value; if ex
ceeding $1GO,OOO and not exceeding $500,000, 2 per cent of the 
market mluc; if exceeding $500,000, 3 per cent. 

'l'he foregoing provisions apply to the direct heirs, including 
father. mother, husband, wife, child, brother, sister; to the coi~ 
lateral heirs the rate is G per cent straight. 

I find that the rate imposed in the House provision is ap
proximately that in force in the various States that have 
adoptetl an inheritance-tax provision. So that in the event this 
present House proyision regarding inheritances should be 
adopted, an estate upon which the tax was collected both by the 
State and National Governments would only contribute to both 
2 per cent through the direct heirs and 10 per cent throu~h the 
collateral heirs. " 

As against this t:ix the French Government takes from the 
direct heir from 4 to 7 per cent anll from the collatet:al heir 
from 12 to 20 per cent, the tax there, as in all foreign countries 
varying both according to the ninount involrcd and the varying 
kinship. 

In France, "·!Jere the estate exceeds GO,OOO,OOO francs (about 
$10,000,000), the State takes G per cent from the direct heir and 
as much as 20 per cent from the second cousin. 

In Germany the rates arc so sharply progressive that inheri
tances exceeding 1,000,000 marks ($200,000) going to distant 
relatiws are taxed 25 per cent. 

England sharply graduates her inheritance tax from aiJout 
1 per cent on estates between $GOO and $2,GOO in value to from 10 
to 15 per cent on estates exceeding £750,000 ($3,500,000) in value. 
In addition to the above" estate duty," there is a "legacy duty" 
on personal property and a " succession duty" on real estate 
passing to collateral heirs, graduated according to the relation
ship existing between the decedent and the heir, from 3 per cent 
for brothers and sisters to 10 per cent for distant relatives. 

1\Ir. HEYBURN. Mr. President--
The VICE-PHESIDE?\'1'. Does the Senator from Montana 

yield to the Senator from Idaho? 
Mr. DIXON. CertainlJ·. 
lilt'. HEYBURN. I rise merely to suggest that the comparison 

between England or Germany and this country is l1nrdly a fair 
comparison. The presumption in both of those countries is and 
always has been, that the estate belongs to the lord of th~ fee. 
There is a natural presumption in favor of it thus passing, and 
the inheritance tax is a fine in the nature of a release. We 
have no corresponding element in our Government whatever: 
There is no presumption that the Government of the United 
States is the owner of the estate of a deceased person. We are 
purely creatures of legislation, and I think .it is hardly fair to 
compare the principle in those countries with this country. 

I do not very much differ in the ultimate conclusion from the 
Senator from Montana; but I do not think, as an argument, 
that it is entirely fair to compare the conditions in those coun
tries with conditions in this country. I think the Senator will 
find a stronger reason for the imposition of an inheritance tax 
under our system of government. · 

11Ir. DICK. I\Ir. President--
The VICE-PRESIDENT. Does the Senator from llfontana 

yield to the Senator from Ohio? 
1\Ir. DIXON. I do. 
Mr. DICK. I may suggest a little further extension of the 

illustration made by the Senator· from Idaho in this, that in the 
foreign countries referred to they levy their tax as one general 
tax upon all the people, while here we are dealing with 46 
States. 

11Ir. DIXO:\'. The Senator from Ohio is mistaken. The Ger
man Government expressly levies the tax and divides it pro rata 
in certain proportions from the tax received from the collateral 
heirs, and leaves the in<lividual States of the German confedera
tion the right to levy on the direct heir. 

1\Ir. DICK. Then there is a very great difference, because 
they levy the tax and distribute it, while we do not permit the 
States to be disturbed in their methods of taxation by the Fed
eral Gm·ernment from any standpoint whatsoever. 

Mr. DIXON. I can not conceive of the reasonableness of that 
argument. "re are proposing to do in the Honse provision ex
actly what the German Government is doing. 

1\It·. CUMMINS. Before the Senator passes on--
The VICE-PRESIDENT. Does the Senator from Montana 

yield to the Senator from Iowa? 
1\Ir. DIXON. Yes. 
1\fr. CUMMINS. I was very much impressed a few moments 

ago by the statement of the Senator from Montana to the 
effect that the United States was about the only civilized nation 
in the world that did not levy an inheritance tax. 

l\fr. DIXON. As a national tax. 
1\Ir. CUMMINS. As a national tax. Undoubtedly the Sen

ator, as he has been examining this matter, can also answer 
whether the United States is not ab9-ut the only civilized nation 
that does not levy a na tiona! income tax. 

1\Ir. DIXON. The United States is about the only civilized 
nation that does not levy an income tax. I want the Senator 
especially to understand my position. I believe that both the 
income tax and the inheritance tax reach the same source of 
supply. One, I contend, is easily collected and the other is not, 
especially in view of the adrersc decision of the Supreme Court. 

l\Ir. CUl\Il\IINS. I think I understand the Senator from 
Montana. I know that he is not hostile to the income tax; but 
I wanted those two statements to go out together--

1\Ir. DIXON. '!'hey are both in the RECORD. 
1\fr. CUl\11\IINS. So that the country might know that we 

were not only the only nation which did not levy a national 
inheritance tax, but we were the only considerable nation in 
the world that did not levy a national income tax. 

l\Ir. DIXON. That is correct. 
lift·. SUTHERLAND. 1\fr. President--
The VICE-PRESIDENT. Docs the Scnatot· from 1\fontana 

yield to the Sen a tor from Utah? 
Mt•. DIXON. I yield to the Senator from Utah. 
1\Ir. SUTHERLAND. Can the Senator from l\Iontana tell us 

whether or not the German Empire levies an income tax? 
1\Ir. DIXON. 'l'he German Empire levies a tnx on collateral 

heirs. 
1\Ir. SUTHEHLAND. No; an income tax? 
1\Ir. DIXON. I think they do. 
1\Ir. SUTHERLAND. 1\Iy understanding is to tllc contrary. 
Mt·. DIXON. I am not positiYC. 
Mr. SUTHERLAND. I understand that the German Empire 

does not levy a national income tax, but some of tllc States of 
the German Empire do. 

1\Ir. DIXON. '!'hat may proba!Jly be correct. 
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1\Ir. OWEN. J\Ir. President, I do not agree with the Senator 
from Montana [3Ir. DIXON] that the psych-ological moment is at 
hand for the adovtion of the inheritance tax. I have not the 
slightest idNt that there is :my probability of the programme laid 
dom1 by the committee being changed in any respect. But I am in 
thorough accord with the view of the Senator from Montana 
in regard to the wisdom and propriety of an inheritance tax. 
I favor, equally, the income tax. But I regard the inheritance 
tax as a matter of far greater importance, and that it ought 
to be added to our permanent fiscal system, not only for the 
purpose of raising revenue, but for the further and more im
vortnnt purpose of abating the increasing danger of the accu
mulation of fortunes swollen beyond all reason, which now oon
stitute a menace to the Rtabi!ity of our· finance and of our 
commerce and to the liberties of the people of the United States 
and of the civilized world. 

I suggest to the Senate a progressi>e inheritance-tax amend
ment, which I ask the Secretary to read. 

The VICE-PRESIDENT. Without objection, the Secretary 
will read the amendment proposed by the Senator from Okla
homa. 

The Secretary read as follows: 
PROGRESSIVE IXIIERITA:-iCE TAX Al!E:-iD)!EXT. 

Suggested to the Senate by Mr. OwE:-o. 
In lieu of sections 34 und 33, Insert the following : 
"A legacy duty shall be and Is hereby imposed upon the transfer ot 

any right, title, and interest in or to any property, real or personal, by 
wlll, grant, or transfer In any manner, or undet· the Intestate law of 
any State or Territory, or ·of the United States, from any person In 
anticipation of death, or of any person dying, who is seized or possessed 
of such property while u resident of the United States, or of any of 
its possessions; or when the property of such decedent lies within the 
United States, or within any of its possessions, und the decedent or 
grantor was a .nolll'esident of til~ United States, or of any of its posses
~j~~sto n,~A~e time of his death, m accordance with the following sched-

" Where the clear value of the entire estute is less than $100,000 it 
~~~~~s~~0e~lfrt from legacy duty, otherwise, subject to the following 

"Where the clear value of the entire estate Is between $100,000 und 
$300,000, 1 per cent : between $300,000 and $500,000, 2 per cent ; be
tween $500,000 and $600,000, 3 per cent; between $600,000 and $700,-
000, 4 per cent; between $700,000 and $1,000,000, 5 per cent; and 
upon enry excess in the clear value of such estate over and above 
$1,000,000 tliere shall be automatically added In addition to 5 per 
cent, and accumulative as to each additional Increase, 1 per cent addi
tional legacy duty to be laid upon each Increase in the clear value of 
such estate or $1,000,000, or the major tractional part thereof, until 
ri~g~ea~~tln I{l~hc1~a~o~a?u"i' o~e~~chu~~~~~~ve duty upon such- additional 

"Pro,;idcd, '.rhat when such estate, by will, devise, grant, or inherit
ance law goes to collateral kin, there shall be Imposed the followin~ 
additional legacy duty upon such portion only of such estate as may 
descend to such persons severally, to wit: 

"Brothers and sisters, or their descendants, 3 per cent; uncles and 
aunts, or their descendants, 5 per cent; other persons, not children or 
parents, 10 per cent. 

"P1·ovided, '!'hat any property conveyed, in anticipation of death bv 
any person, as a gift or grant to the extent conveyed without adequate 
consideration, where such estate would come within the rule imposed 
by this act, fixing such legacy duties, such conveyance, gift, or transfer 
liO',"eVer made, Shall he subject to the legacy duty herein provided, as 
if It were the estate of a decedent, and the estate shall be chargeable 
therewith unless otherwise paid. Where corporate stocks or bonds are 
transferred or placed under a trust for transfer within five years pre
·ious to death, ·as a gift, either in whole or In part, to that extent such 
Tansfer shall be conclusl.-e evidence of its character as a lega·cv. 

;(Provided, 1wtccrcr, '.rhat property devised or 1Jequenthed· to nn:v 
religious, educatioual, patriotic, charitable, or benevolent corporatioll 
or institution shall be exempt from legacy dut.-. 

"'!'he legacy duty hereby imposed shall be a "lien and charge upon the 
property of eyery person who may die as aforesaid, from the date of 
the death of such person, and shaH be payable within one year, bearing 
G per cent from the date of the death for the first twclye mouths and 
thereafter at the rate of 10 per cent until fully paid. · ' 

" The Secretary of the 'l'reasury is authorized and directed to submit 
o Congress rul~s and regulations for the collection of the same for 
urther congresswnal action.'' 

Mr. OWEN. I\Ir. President, the Finance Committee has struck 
out the inheritance-tax provision of the House of Hepresenta
tiYes. It should haYe been heavily increased and made pro
gressiYe on the swollen fortunes of the country. The -most 
mportant need of the people of the United States of this generit
ion requires the abatement of the gigantic fortunes being piled 

np by successful monopoly, by successful stock jobbing, by skill
ful appropriation under the protection of the law of all the oppor· 
tnnities of life, and which have brought about a grossly inequi
table distribution of the proceeds of human labor unci of t!Je 
·:\lues created by the activities of men. 

I have framed this proYision for the express purpose of pro
posing a readjustment in the distribution of wealth in this coun
try in a manner whkll will restore to the people who have 
crentetl these values the gigantic sums appropriated either 
hy fraud or by the permission :uul the assistance of the law 
itself. 

DISTRIRUTION OF WEALTH. 

l\Ir. President, I ha>e heretofore shown to the Senate in a 
manner most conclusive that the very great part of all of the 
wealth of this country has already passed into the hands of 
less than 10 per cent, and o>er half of the national wealth into 
the hands of less than 1 per cent of the people. (P. 3282, CoN
GRESSIONAL RECORD, June 15.) 

Spahrs's table for the distribution of wealth in the United 
States, ·taken from his work, "'£he Present Distribution of 
Wealth in the United States," when our national wealth was 
$60,000,000,000, is as follows: 

Class. Families. Per Averag" 
cent. wealth. 

Aggregate 
wealth. 

Per 
cent. 

Rich_________________________ 12S,OOO 1.0 $263,<»0 $32,880,000,000 54.8 
Middle______________________ 1,362,500 10.9 14,180 19,320,000,000 32.2 
Poor------------------------ 4,762,500 38.1 1,639 7,800,000,000 13.0 
Very poor___________________ 6,250,000 50.0 ---------- ----------------- ------

1----1---
TotaL ________________ 13,500,000 100.0 4,800 1 oo.ooo.ooo.ooo 100.0 

The inequalities have been steadily growing worse, and when 
a single person's fortune is estimated at a thousand millions 
and is gathering in $50,000,000 per annum of the net proceeds 
of the products of the labor of this country, while millions of 
human beings can not lay aside $50 apiece per annum, what 
must be the inevitable result? It is this condition, half under
stood, that is developing rapidly a sentiment of radical social
ism, discontent, and social unrest. 

llfoody's l\fannal of 1907, page 30, presents a ''General Sum
mary" of corporations offering stocks and bonds for sale to 
the sto.cl' exchanges and recorded by him in great detail in a 
volume of nearly 3,000 pages, as follows: 

Total stocks and bonds. 
Steam railroad division __________________________ $15, 436, 758, 000 
Public utilities division-------------------------- 8, 130, 464, 000 
Industrial division ------------------------------ 10, 156, 333, 000 
Mining division --------------------------------- 2, 525, 173, 000 

36,248,668,000 

In addition to this enormous volume of corporate wealth, 
which comprises a registered 'one-third of our national wealth, 
there is an unregistered volume of corporations which are close 
corporations which do not sell stock, which are personal corpo
rations, amounting to thousands of millions of dollars. 

I respectfully call your attention to the Statistical Abstract 
of 1907, Table 244, which sets forth the wealth of the United 
States, which shows clearly where its approximate ownership 
may be found, to wit: 

Table EH, StatisUcal Al!stmct, 1907. 
Real propQrty ---------------------------------- $62, 341, 492, 134 
Live stock------------------------------------- 4,078,791, 736 
Farm implements and machinery_________________ 841, n8ll, 863 
Manufacturing machinery, tools, etc______________ 3, 297, 754, 180 
Railroad equipment_ _________________________ 

7
_ 11, 244, 752, 000 

Street railway, shipping, waterworks______________ 4, 840, ~4G, HOD 
Agricultural products--------------------------- 1, 89!!, :nn, 652 
Manufactured products------------------------- 7, 409, ~!H. 668 
1mported merchandise___________________________ 49ri, fi.1:~, GS5 
Mining products-------------------------------- 326, 851, 517 
Clothing and personal ornaments_________________ ~. 000, 000, 000 
Furniture. carriages ----------------------------___ 5_, _7v_"o_,_o_c_JO_:_'_o_o~o 

Total for United States___________________ 107, 104, 211,017 

Where do the city laborers under protection come in as joint 
heirs of modern prosperity? 

What part of this wealth createll by labor is theirs? 
They have no real estate, no Jiye stock, farm machinery, 

mannfacturing machinery, railroads, or under any visible dassi
fication. The only thing that they can have under this tabula
tion is clothing antl a little personal property. 

And yet the Jlroducts of the labor in our RJIPCifictl manufactur
ing inllustries of 100;; reached a total of $14,SD2,147,0ti7, for 
5,470,321 wage-earners, whose Jlrolluct was therefore worth 
$2,708 per capita. 

These people receiYetl $2,G11,i"i~O,:i32 in wages (Stat. "\bst. 
U.S., 1907, p. 144), or $470 per enpita. 

This $470 each must feed and Rhelter and clothe antl edu
cate and proYide leisure and the joyous participation in the 
common providences of God for an average of three peopl<> or 
about $1GO each per nnnum, or nbout an aYerngc of $13.a:J 'per 
month. 

There can hardly be much margin of saving under the cir('nm
stances for sickness, ill health, uceitlcnt, or Joss of employment. 
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In Kew York City, with over four millions of people, less than 

1 in 40 has any real estate. 
EXOJDIOUS WEALTH IXIIEniTED m: A ~IAN'S CIIILDREN IS WOJ!THLESS IN 

THE ll!GHEST A...l\D :BEST .SEXSE. 

l\Ir. President, it takes a human being of the first magnitude 
to administer an estate of $10,000,000 with wisuom and effi
ciency. Ko human being can properly consume the income 'Of 
such an estate, whi~h. at 5 per cent, will make an income of 
$500,000 per annum, $1,366 per diem-about a hundred dollars · 
an hour for every waking hour. 

Since such vast sums of money can not 'be properly used by 
the ina.ividual in the gratification of any just personal needs, 'and 
since its possession frequently leads to the wildest extra•m
gances, to the establishment of false standards of life, and often 
leads to harmful dissipation and vice, and sometimes even to 
the corruption of our legislatures, of our administrative offices, 
and of the judiciary itself in the crafty ways by which we all 
know human beings can :be misled, a wise public policy should 
establish a system of government which will restore to the 
people so much of the swollen fortunes developed by our mod
-ern methods as justice demands. 

No thoughtful student will deny that these gigantic fortunes 
represent values created by the labors and the activities of our 
people. No man can deny the moral righteousness of restoring 
to the"people bY legacy duty that which they have created and 
which has been taken ·from them under legal processes and by 
fair legal means, in :the .beSt view of the case, and by .crafty, . 
unfair, and illegal means in the worst view of the case. 

TIIE T-'.X MORALLY AND ETHICALLY .TUST. 

It will do no harm to the legatees of :fuese swollen fortunes 
to contribute to the State a reasonable percentage of such 
fortunes. They receive these fortunes .as a gift, without 1:ffort, 
without service, and are purely beneficiaries of a public legal 
gratuity, which permits them to receive, without consideration, 
vast sums by authority of a public statute. 

It is true, 1\Ir. President, that the usual inheritance statute 
itself, based upon the obligation of the parent to provide :for his 
child, is thereby justified; that the child, the wife, the dependents 
have moral claim for support out of the proceeds of the labor, 
self-sacrifice, ambition, Qr providence of the parent; but these 
considerations are abundantly recognized and proYided for in 
the amendment which I have the honor to submit. They are 
more than provided for; they are left rich beyond every pos
sible desire or need of a well-ordered .mind or a well-disposed 
heart. · 

lYe all agree that it would be unwise to remove or weaken 
the incentive of an abundant reward as a compensation for the 
great personal virtues of industry, providence, enterprise, self
sacrifice, and labor, and the proposed legacy duty will not re
moYe a reasonable incentive, while it will put, perhaps, a check 
Dn unrestrained ambition not content with tens of millions, but 
greedily disrJOsed to acquire hundreds of millions at the ex
pense of a just distribution of wealth. Common sense and 
sound public policy demand that a fair incentive be not taken 
away from the humbler citizens, who now, in Yast numbers, 
haYe not a sufficient supply of this world's goods to protect 
themselves against an illness of thirty days, :md from whom 
every incentiYe of hope is remoYed except the pittan<~e of a 
meager daily bread. . 

\Yhile we shoulcl be considerate of the incentiYe to labor, in
dustr·y, proyidcnce, ana. self-sacrifice on the part of strong ana 
powerful men, we should see to it that this incentive is not 
taken awav from millions of weaker men, ·or permit one man, 
with the adrantage of the accmnulated millions drawn from 
his ancestors, UNDER 'l'HE AUTHORITY AKD PERl\IISSION 
OF OUR LA. WS, to appropriate all of the opportunities of life, 
and thus deprive millions of feebler men of the incentive which 
we all ngre(! is of the highest iml)Ortance in aeYeloping human 
bc:ings. 

TIIE PTIAC1'1Cl:~ St'STAI!\ED BY FOREIGN COU!\TRIES. 

:\Ir. Presic1ent, the plan proposed is lawful and has been 
pa'~'Cll upon by tlle Supreme Court of the United States in 
Jlfap•un v. Illinois Trust ana Snving Bank (107 U.S., 283), in 
"·ll!l'll the court held that the inheritance-tax law of Illinois 
n:wkcs a classification for taxation which the legislature had 
power to make, and i.hat the inheritance-tax law does not con
fiict in any way with the provisions of the Constitution of the 
Uniicd States. 

The court in this case shows that these laws have been in 
force in many of the States of the United States-Pennsyl
vania, 1826; l\Iar;rland, 1844; Delaware, 1SGD; West Virginia, 
1887; Connecticut, Kew Jersey, Ohio, ?\Iaine, Massachusetts, 
1891 ; Minnesota, by constitutional provision. 

The constitutionality of said taxes has been declared and the 
princivles explained in many cases referred to in the case above 
mentioned. l!'or -example, in the United States v. Perkins (163 
U. S., G25), Klapp v. Mason {94 u; S., '589), United States v. 
Fox (94 U.S., 315), Mager v. Grima (8 Howard, 490), and so 
forth. 

With the consent of the Senate, I submit a record of the in
heritance tax of the British Empire, the German Empire, and of 
the German Indep~ndent States; and, without objection, I :will 
print in the RECORD these tables without reading them. 

TIIEJ PJlA,CTIClll SUSTAI:s".ED llY .FOREIGN COUNTRIES. 

D. Max West, in his work on Inheritance Tax, fully sets forth the 
practice of every nation In this regard. ·1 freely quote from his work 
and cull attention of the country to it. 

England has adopted the progressive 1nherltanre tax, reaching as .tar 
as 15 per cent on great estates. 

Inheritance tax of the British Empire' 
In the finance net of 1894 (57 and 58 Viet., chap. 30) Sir Vernon 

Harcourt simplified the syst-em <rt: death duties, removed the more glar
ing anomalies, and greatly extended the application of the progressive 
principle. For the old probate, account, and estate duties he substi
tuted a new estate duty graduated according to the size of the estate, 
real and personal, from 1 to 8 per cent, us follows : 

When the principal value of the" estate- . 
Exceeds .£100 and does not exceed £300, 30 shillings. 
Exceeds £300 and does not exceed £500, 50 shillings. 
Exceeds £500 and does not exceed :£1.000, 2 per cent. 
Exreeds £1,000 and does not exceed £10,000. 3 per cent. 
Exreeds £10,000 and does not exceed £25,000, 4 per cent. 
Exceeds £25,000 and does not exceed £50,000, 4;\ per cent. 
Exceeds £50,000 nnd does not exceed £75,000, 5 per cent. 
Exceeds £75,000 and does not exeeed £100,000. 5~ per cent. 
l•]xceeds £100.000 and does not exceed £150.000, {l per cent. 
Exceeds £150,000 and does not exceed £2f>O,OOO, G~ per cent. 
Exceeds £250,000 and does not exceed £r.OO,OOO, 7 per cent. 
Exceeds £500,()00 and <ices not exceed £1,000,000, 11 per cent. 
Exceeds £1,000,000, 8 :per cent. 
By the finance ttct of 1907 the estate duty on estates exceeding 

£150,000 was increased to ·the following scale: 
When the principal value of the estate- · 
Exceeds £150,000 and does not exceed £.250,000, 7 per cent. . 
Exceeds £250,000 and does not ·exceed £500,000, 8 per cent. 
Exceeds £500,000 ai::td does not exceed £750,000, 1l per cent. 
Exceeds £750,000 and .does not e:<:ceed £1,000,000, 10 per cent. 
Exceeds £1,000.000 and <foes not exceed £1,500,000, 10 per cent on the 

first £1.000.000, 11 per cent on the remainder. 
Exceeds £1.500.000 and ·does not ~xceed £2,000,000, 10 per cent on the 

first £1,000.000. 12 per cent on the remainder. 
Exceeds £2.000.000 and does not exceed £2,500,000, 10 per cent on the 

first £1,000.000, 13 per cent on the remainder. 
Exceeds £2.500,000 and does not exceed £3,000,000, 10 per cent on the 

iirst £1,000.000, 14 per cent on the remainder. 
Excee.ds £3,000,000, 15 per cent on the remainder. 
In addition to this estate duty, calculated on the value of the estate 

as a whole, collateral heirs still have to pay legacy duty on their 
legacies or distritmtive shares of personal property, and succession duty 
on the corresponding shares of real estate and on leaseholds, settled 
personalty, and legacies charged on .land. which are not subject to 
legacy .duty, according to the following c&sanguinity scale : 

Per cent. 
Brothers and sisters and their descendants--------+------------ ,, 
Uncles and aunts ·and their descendants________________________ ::; 
Great uncles and great aunts and their descendants------------- G 
Dther persons----------------------------------------------- 10 

The German EmzJirc has a similat system, imposi11g the following im-
perial inllCr'itancc tam. 

Per cent. 
Parents, brothers, and sisters, and their children_________________ 4 
Grandparents and more distant ancestors, parents~in·law and step

parents, children-in-law and stepchildren, grandnephews and 
grandnieces. illegitimate children acknowledged by the fathers 
and their ofl'spring, adopted children and their ofl'spring________ ·6 

Brothers and sisters of parents and relatives by marriage in the '-
second degree in collateral lines----------------------------- 8 

In other cases----------------------------------------------- l() 

The tax is progressive, the rates given .above being increased in the case 
of inheritance over 20,000 marks by one-tenth; for each further sum. at 
first of 20,{>00 or '25,000 marks nnd afterwards of 50,000 or 100 000 
marks. For amounts ovet· 1,000,000 marks the tax is leyied at two 'and 
one-half times the basic rates, making the maximum rate 25 per cent. 
In the case of the immediate relatives, subject to the 4 per cent rate, 
the progression applies only when the value of the inheritance is more 
than .50,000 matks. On lar.ge amounts the German tax is considerably 
hea.-ier than the French, because the progressive rates apply to the 
entire amount of the inheritance, not merely to their respective frac
tions; but when .an inheritance is valued .at a suiU slightly in e:s::ccss 
of that to which a lower rate ,applies, the higher rate will be collected 
<mlv in so far as it can be paid out .of half the amount by which the 
inh€ritance exceeds the preceding class limit. 

Besides tllis, the German independent States also have a progressive 
inheritance tax, according to degree of consanguinity, as well as a. pt·o
gressive rate. 
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Switzerland in like manner has the progressive inheritance 

tax, a full account of which will be found on page 41, West, 
Inheritance Tax. 

In the l'\etherlands; Austria-Hungary; Italy; Russia; the 
Scandiua,·ian countries, Norway, Sweden, uud Denmark; Bel
gium; Spain; Portugal; Greece; Roumania; Bulgaria; and In 
Spanish America, Uruguay, Chile, Brazil, Argentina, Guatemala, 
and Mexico, and Japan this system prevails. 

In Australasia they have heavy, progressive taxes imposed, not 
for the financial consideration alone, but also for the pw·pose 
of breald'11g up large estates, rising to 10 per cent in Victoria, 
l'\ew South Wales, South Australia, and Western Australia; 13 
per cent in New Zealand; and to 20 per cent in Queensland. 

Mr. President, some time ago I called the attention of the 
Senate to the fact that the mortality tables of Australia, and 
particularly of New Zealand, show that they do not have much 
more than half the death rate we have i.n this country; and it 
is directly due to the more equal distribution of wealth and the 
better opportunity. of life a ffordPd to the man who toils. 

Sir Charles Dilke, in Problems of Greater Britain, part 6, 
chapter 1, decla1·es that the institution of private property has 
·not been weakened nor capital driven from the colonies by these 
progressive taxes. The Cape of Good Hope, Cape Colony, 
has like duties. Seven of the principal colonies of Canada have 
succession duties with elaborate progressive scales: Ontario. 
Quebec, Nova Scotia, New llruns"·ick, 1\fanitoba, Prince Edward 
;Island, and British Columbia. 

INllE!liTANCEJ TAX IN THE UNIT>:O STATEJS. 

The inheritance tax has been recognized in the United States 
by the act of July 6, 1797; by the war-revenue act of July 1, 
1862; by the act of June 30, 1864; by the act of April, 1898. 

This law was repealed April 12, 1902 (32 U. S. Stats., 92). 
The receipts from the inheritance tax of 1898 are shown in 

the following tabl.e: 

Fiscal year. 1· Receipts. 
Percentage 
of internal 

revenue. 

189&-99. ______________________________________________ _ $1,235,435.25 
2,88~,4il1.55 
5,211,8~8.68 
4,8!2,966.52 
5,356, 774.90 
2,072,132.12 

0.452 
·1899-HlOO ___________ . ___ . __ "-----------"--"--------------- .977 

1.698 
1.781 
2.322 

1900-190L -------- ______ ----__ ------ ___ -------- ___ • 
1901-2 _______ ----------------------------------- ----1902-3 ... _____________________________________________ _ 

1903-4 ...... - --------------------------------- ---------1904-5 _________________________________________________ _ 774,354.59 
142,148.22 1905-6. _____________________________________________ _ 

.t1mcrican 1"fthc1·itancc-tax laws., by States. 

State. 

Arkansas.------ ____________ ----
Ollliforni a.------ ____________ .. 
Colorado. ___________________ _ 
Connecticut. ________________ _ 
Delaware tt _________ . __________ _ 
Idaho ___ -------- ______ .. __ ...... 'Illinois _______________________ _ 
I o'v a ____ ---------------------_. 
Kentucky-----------------------
Lo:uisiuna c ________________ _ 

-M a inc._. __________ -------------
Mary land _____ .. ______________ _ 
Massar husctts. ______ ----------
llllchlg an.--------- ___________ _ 
Minnesota ____________________ _ 
MissourL ____________________ _ 
Montana _____________________ __ 
N ebr as ka ___ ------ __ -----------
New Hampshire ______________ . 
Ne,,· Jersey--------------------· New York _____________________ _ 
North Carolina _______________ _ 
North Dakota _______________ __ 
0 bio _______ ----------.. ---------
Oregon.------------ __________ __ 
Pcnnsyl v ani a ___________ ------· 
South Dakota ________________ .. 
Tennessee _____________________ -· 
Texas .... --------~-------- _____ _ Utah. __ ------ _________________ _ 
V crmon t __________________ ----· 
Virgini fL ______________________ _ 

Washington __________________ . 
West Virginia _________________ _ 
'Vis con sin .......... ________________ _ 
Wyoming--- 0 -------------..... 

Collateral. Direct. 

Rates. Exemption. Rates. Exemption. 

Per cent. 
5 

1!--15 
3-6 

3 
5 

1!-15 
2-6 

5 
5 
5 
4 
2~ 

3-5 
5 

H-5 
• 5 

5 
2-{l 

fi 
5 
5 

1~-15 
2 
5 

2-6 
5 

2-10 
5 

2-12 
5 
5 
5 

S-12 
3-7~ 

1!-15 
5 

Per cent. 
'$500=$2~000- --------1=3- -----~-$4~000 

590 2 10,000 
10,000 1-2 10,000 

500 -500-2,000 --------1=3- -------4~ii00 

500-2 000 1 20.000 
1:ooo ------------ -------------

---------~- ----------2- ------1ii~ooo 
500 
500 

1,000 
100 

10,900 

--------·r,oo ·-------.-1--------7~500 
500-2,000 1 10,000 

--------·roo· ------------ -------------
500 ----------1· -------io~ooii 

2,000 3-4 2,000 
25,000 ------------ -------------

200 r.oo-z,ooo ----------1- -------.-s:ooo 
2'i0 

10()-500 ----------1- --------5~000 

250 ------------ -------------
500-2,000 1o,ooo ---------5- -------1o~ooo 

:~:~~t=======~f == .~~-m 
• Widows ancl (except in Wisconsin) minor children taxable only on 

tile excess !lbove *10,000 received by each. 
'Tax payable only by strangers in blood. 
• Tax not payable when the property bore its just proportion of taxes 

prior to the owner's death. · 
• Applies to personal property only. 
• Decedents' estates of less tban $10,000 are also exempt. 
t l<'or the surviving husband or wife and children, it residents ot Wyo

ming, $25,000. 

XLIV-248 

NEED OF FEDER.\L L.!.W TO rREVENT EVASI0:-1. 

I call the attention of the Senate to this important fact in 
considering this matter, that whenever a fortune grows very 
large the owner of that fortune can easily transfer his residence 
from a State which has an inheritance-tax law to a State which 
has no inheritance-tax law, and in that manner emde !t. For 
that reason it is of the highest importance that the Federal 
Government should lay its hand upon the inheritance tax and 
upon the gigantic fortunes which· are built up under our system 
of laws permitting monopoly to grow and flourish in this coun
try, so that, at the death of the ambitious individual who has . 
profited by our system, the people of the United States may have 
restored to them that which has been created by their labor. · 

llfr. President, I have no idea whatever that the amendment 
which I have the honor to propose will receive respectful con
sideration now; I do not offer it with any such view. I offer _ 
it because I desire the people of the United States to consider 
it, not because I expect the Finance Collllllittee to ·consider it. 
This provision, if adopted by- the people of the United Stntes, 
will provide an enormous amount-not tens of m!Ilions, but 
hundreds of millions-that ought to go back to the people of the 
United States; arid-with that fund we could then have available 
a supply sufficient to improve the roads of the United States 
from the Atlantic to the Pacific, to improve the waterways of 
the United States and make transportation cheap, so that the 
tremendous outflow of the wealth of the people of the United 
States and their products might find an easy ·pathway to the 
sea and to the commerce of the world. -

When this policy shall ha\'e been adopted by the people of the 
United States, it will check- the very dangerous accumulations 
of gigantic fortunes which now comprise a serious menace to 
the people of the United States. Where a single forhme reaches 
a thousand millions and an annual income of fifty millions, 
increasing, as it must, in compounding geometric ratio and 
being typical, it is obvious that such an unequal distribution of 
the proceeds of human labor is not only unjust, unwise, but is 
dangerous to the peace and stability of the world. . 

Fifty millions of aunual accumulations in one hand means 
the deprivation of many ·millions of people of a part of theh· 
slender earnings, and the accumulated force of all the demands 
of all of the great fortunes of the country, with their total 
exactions, means tile impoverishment of the weaker elements of 
society by artificial exactions, depriving them of their reason
able opportunity to the enjoyment of life, of liberty, of the pur
suit of happiness, and of the enjoyment of the fruits of their 
own industry . 

Monopoly and plutocracy have more power in this Republic 
than they have in tile kingdoms of Europe, where lluties on in
heritances univermlly prevail. · 

·If the managers of this bill strike out the inheritance tax on 
any pretense whatever, I shall certainly regard it as a tem
porary triumph of selfislmess over the influence of patriotism 
and righteousness. It will be impossible to prevent for a great 
while the imposition of inheritance taxes, first, because it is 
right; second, because the judgment and the conscience of the 
American people, with their increasing intelligence, will not 
sustain the party now in power in such a gross lack of its 
obvious duty-a duty earnestly recommended by the President 
of the United States in his message of December 3, 1906, and 
apjn·oved by such men as the noble-hearted Andrew Carnegie, 
who, in 1889, wisely said: 

By taxing estates hellvily at dellth the state marks its condemnation 
of the selfish millionaire's unworthy life. It is desirable,that n!ltionR 
should go much further in this direction. Indeed, it is difficult to 
set bounds to the share of a rich man's estate which should go at his 
death to the public through the agency of the state. 

He also said: 
There are exceptions to Illl rules. but not more exceptions, we think, 

to this rule than to rules generally, that the "almighty dollar" be
queathed to children is an ''almighty curse." N'o man has II right 
to handicap his son with such a burden as great wealth. 

He also said: 
This policy would work powerfully to induce the rich man to attend 

to the administration of wealth during his life, which is the end that 
society should always have in view, as being by far the most fruitful 
for the people. Nor need it be fearecl that this policy woulcl sap the 
root of enterprise and render men less anxious to accumulate, for, to 
the class whose ambition it is to leave great fortunes and be talked 
about after their death, it ·will attract even more attention, and, in
deed, be a somewhllt noblel' nmbition, to have enormous sums paid 
over to the state from their fortunes. 

1\Ir. President, I sincerely hope that the managers of this 
bill will do themsel\·es the credit, and the Republican party the 
honor, to put into this bill a substantial progressive inheritar1ce 
tax, even if they do not approve the form of the amentlment I 
have the honor to propose. · 

:Mr. President, I submit a table of the proceeds of the inherit
ance taxes in the United States, and also in the several States, 



1909. CONGRESSIONAL R.EOOR.D-SENATE. 3955 
my distinguislled collengnes tlle Senator from Texas [:\Ir. 'l'his subject is one which, as suggestetl by the Senator from 
BAILEY], the Senator from Idaho [!lfr. BoRAII], and the Seuntor 1\Iontaua, will be discussed at eYcQ· fireside. It is one which 
from "Ctah [:.\Ir. SUTHERLAND] ha,·e said substantially all that will fill the minds of the people from now until the moment 
can be said, and they haYe said it so well that I despair of imi- they have an opportunity to express their judgment upon it. 
tating their excellence. But in the twinkliug of au eye the issue It is one which >itally .touches one of the most important pre
before the Congress was changed. It is not now "shall an rogatiYes of the Government; and it is for every Senator to act 
income tax be added to the rel'enue bill under consideration; " upon it in exact accordance with his own conscience and his 
it is rnther what kind of an income-tax law sllall be added to own judgmel)t. 
the bill. The message of the President is entitled to just that weight 

The Senator from Texas and myself offered early iu the ses- that its reason compels for it. I would allow-! would gladly 
sion, witllin a very few hours, indeed, after the Finance Com- allow--:-the scales to tip in.favor of the judgment expressed by 
mittee had reported the bill which we have so long debated, the President, if I could; but I have an abitling conviction that 
proposed amendments. There was no substantial diffet·ence be- somen·here and somehow that gr·eat patriotic mind of his has 
tween them, although they had their Yarying eharacteristics. failed to comprehend this question in its entirety, and I, with 
These amendments proposed to levy a tax, I care not whether entire respect for him, continuing the affection I hold for him as a 
you call it an excise tax, a duty, or what not, I prefer the man, intend to speak and to vote as I believe to be right. I 
generic term "tax." We proposed to levy a tax upon all in- will not follow him or any other man to a conclusion that I 
comes, whether corporate or whether individual, above $5,000. believe to be wrong, and therefore I intend to examine the 
Upon the question growing out of such a proposition we have question just as carefully as I can. I begin with the proposi
debated from time to time the propriety, the wisdom, and the tion that the tax proposed by the amendment now offered by 
constitutionality of such a law. · the committee is fundamentally wrong. It is vitally wrong. 

But that is not now so much the question before the Senate It repudiates not only our unerring instinct with regard to 
as is the proposition, Shall we substitute for an income tax, taxation, but it >iolates and contravenes the most sacred tradi
bearing equally upon all persons and all corporations enjoying tions of the American people with respect to taxation. There 
an income of more than $5,000, another sort of income tax-and is one thing that we have always held high, one principle we 
I gh·e it my own name, and I shall endeavor to sustain its title 

1 
have always elevated above every other in taxation, and that 

to that name before I have finishea. The proposition now is, 1 is that it must be fair and equal, and as uniform as practicable 
Shall we levy an income tax upon the stockholders of all cor- 1 under existing circumstances. 
porations for pecuniary profit, without respect or regard to the This tax proposed by the committee is not fair; it is not 
extent of the income earned or enjoyed by those stockholders; equal; it does not distribute the burdens of government as 
and shall we le\'Y an income tax upon the members of other they ought to be distributed; it does not put upon the shoulders 
corporations doing an insurance business, an income tax or a of those who can best bear the weight of this great structure; 
tax upon the premiums and other sources of income, and that but, without any regard to ability to pay or bear, it puts the 
without regard to the extent of the income possessed, earned, burden on a certain class of men, namely, those who !lave in-
or enjoyed by the members of those corporations? vested their capital in the stock of corporations. 

The issue, Senators, is plain and simple. I do not intend I know it has been said that a general income tax such as is 
to hide behind any technicalities. I do not intend to be dis- proposed in the amendment offered by the Senator from Texas 
turbell by mere names. I intend, if I can, to penetrate to the [Mr. BAILEY], and to which I have contributed some part, is 
very heart of the thing; and I want to begin what I have to unconstitutional. I will enter that inquiry presently. All 
say by making it clear that the income-tax amendment pro- that I care to say about it now is that the proposition sub
posed by the Senator from '.rexas [Mr. BAILEY] and myself mitted by the Finance Committee is subject to all the consti
rests as a burden only upon those natural and artificial per- tutional objections which have been urged against the amend
sons with incomes of more than $5,000; but the income tax ment proposed by the Senator from Texas and myself; and 

-presented by the Finance Committee, anu explained so clearly under a possible interpretation it has one constitutional objec
by the Senator from California [Mr. FLIKT], rests upon tlie tion peculiar to itself, an objection which may be fatal to it, 
incomes of all the stockholders of our corporations, whether even though-and I have no doubt that that event will occur
such stockholders be rich or poor, with little or great incomes, even though the next decision of the . Supreme Court entirely 
and upon many members of insurance cornpaniC?s, without annihilates the opinion in the Pollocl;: case. There is an in
regard to their ability to bear these additional burdens. validity, there is a weakness, there is a defect in the amend-

! do not shrink from the issue, although I confront it witll ment proposed by the committee wllich will render it futile as 
more regret than I ever before. experienced in taking up for dis- an ·instrument for the ·collection of revenue; and I will en
cussion a public question. I ao not blind my eyes to the fact deavor, as time goes on, to lay that defect clearly before the 
that I am opposing the recommendation of the President of the Senate. 
united States. I do not shrink from acknowledging that I am But, prior to all these things, I recur to a statement that I . 
refusing, in what I hm·e to say and in what I shall do, to carry made when I originally introduced the amendment \Yhich I 
out the suggestions that he has so recently made. Do not mis· proposed, namely, that it would be folly for the Congress of 
understand me. I am not admitting, nor shall I for a moment the United States to arrange for any additional revenue; either 
admit, that the amendment reported by the committee is in through the instrumentality of an income tax, an inheritance 
consonance with the messnge laid before Congress by the Presi- tax, a stamp tax, or any other tax, unless we need the money; 
dent. It is not a faithful and complete reproduction of his and the instrument or medium that we should employ ought 
recommendation, but that docs not change the general situation. to haYe some relation to the amount of money that we need. 
He has recommended the pnssage of a law which shall impose I would be the last Senator to Yote for a law that would raise 
a tax upon corporations alone, aml I am opposed to that proposi- $80,000,000 if we only needed ~2G,OOO,OOO; I woulll be the last 
tion-unalterably opposed to it, and therein lies my regret. Senator to vote for a law that would raise $2G,OOO,OOO if we 
I find no pleasure in differing from the President of the United needed none to supplement the revenue from our tariff 
State:::. I have the deepest respect for the high office he holds, schedules. 
aml I haYe unlimited and llrofounll admiration for and confi- I think, therefore, in developing the subject logically, I ought 
deuce in the character of the man. I have attempted to receive to oojye some attention to tbe study of our finances, and I am 
his recommendation with all the weight to which a message from very glad that I am l!onoretl with the presence of the Senator 
such a source is entitled. from .Rhode Island [:)Ir. ALDRICH] because, if I go asti·ay in 

Mark you, I am not criticising the President of the united this maz~I _do not mean it is a maze. to him, but it is a maze 
States for communicating his Yiews upon this subject to Con- to a nonce like myself-! !mow he wlll correct me. I under
gress. He was quite within his privilege; he exercised but his stand pe1:fectly that the reYenues and exp_enditures of the GoY
constitutional right in expressing to Congress his opinion upon ernment m the future can n?t be stated \nth absolute precision. 
this matter of ptiblic concern, and I have receivetl it, and I hope Necessarily we ~nust exerct~e our most. mature judgment in 
every Senator has received it, with the profoundest respect, reaching conclustons resp;.ctmg these tlungs; but I shall en
and has given it all the consideration which the imvortance of deavor to be so conscnatn·? as t<~ be always on the safe side. 
the subject it touches nnd the high station and great abili- I shall take the two yE'ars tmme<lmtely before us-that is, the 
ties of the tllan who wrote it can commanll; but there I am fiscal year· ending June 30, 1910, and the fiscal year ending June 
compC'lled to stop. Recognizing the right of the President to 30, 1911. With re~pC'ct to the first, the expenditures haye al
comnHmicatc with Congress upon such a subject, I do not ready been detcrmmed. 
recognize his right, nor do I belieye that any Senator will We appropriated during th~ last ::;ession $1,044,401,857.12 to 
recognize llis right, to command conYictions. It is for him to carry on the affairs of the Government ~or. the ~·ear ending June 
recommend. It is for us to decide. 30, 1910. This sum, howencl', Yast as tt 1s, does not represent 
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l\Ir. President, l\Ir. Cleveland characterized the Wilson-Gor

man bill as an act of party perfidy aud party dishonor. There 
is no doubt that in the passage of that bill the Democracy de
faulted its bond. There is no doubt that the American people 
rebl!ked and repudiated the Democracy for that breach of 
faith. In my judgment. it would have been infinitely better 
both for the fame of Mr. Cle>eland and for the fortunes of his 
party if he had vetoed that measure outright instead of sufc 
fering it to become a law without his approval. 

It seems to me that the Republican party is now following 
in the footsteps of the Democratic party,. aud that it may fol
low that party into either temporary or permanent retirement. 
The Hepublican party is now. breaking. its plighted faith. It 
is now breaking its settled and sacred covenant with the .Ameri
can people. I do not doubt that the· people. will. rebuke and 
repudiate the party for its violated faith and for their disap
pointed: hopes. It will be better for the fame of Mr. Taft and 
better for the fortunes of his party if he should veto this Payne
Aldrich bill, this budge-if I may appropriate the phrase-of 
party perfidy and dishonor. 

I confess myself less concerned about that fame and that 
fortune than I am for the welfare, the prosperity, and the 
emancipation of the American consumer. The people of this 
country wm not again be cheated by the specious and musi'\"e 
plea that the tariff should be revised by its friends and that. 
the trusts be curbed by their friends. That is a mild-mannered 
remedy which is satisfactory in the highest degree to the bene
ficiaries of the tariff und the· trusts, but this nostrum will 
not again deceive and ensnare the victims of the tariff and the 
trusts, the long-suffering American people, The President's 
veto is the people's hope and their only hope. 

I may have something further to say upon this subject before 
the debate closes. 

The VICE-PRESIDEJ."'\'T; The resolution goes ovel". 
THE: TAJl.IFF, 

The VICE-PRESIDENT. The morning business is closed, 
and the first bill on the calendar will be proceeded with. 

The. Senate, as in Committee of the 'Vhole, resumed the con
sideration of the bill (H. R. 1438) to proTide revenue, equalize 
duties, and encourage the industries of the United States, and 
for other purposes. 

The VICE-PRESIDEJ.~T. The Senator from Iowa -[llfr. 
CUMMINS] will proceed. 

Mr. CUMMINS. Mr. President, I do not at all wonder that 
there is difficulty this morning in securing a quorum--

l\Ir. CLAPP. Mr. President--
The VICE-PRESIDENT. Does the Senator from Iowa yield 

to the Senator from Minnesota? 
l\Ir. CUl\fliiiNS. I do. -
I\Ir. CLAPP. That awakens a suggestion in my mind. I 

suggest the want of a quorum. 
~Ir. CUl\11\IINS. I hope the Senator from l\Iinncsota will 

withdraw that suggestion. 
The VICE-PRESIDENT: Had the Senator yielded to the 

Senator from )1innesota? 
l\Ir. CUM)IINS. I )·ielded to the Senator from i\Iinnesota. 
The VICE-PHESIDENT. The Secretary wi1l call the rolL 
The Secretary called the roll, nnd the following Senators 

answered to their names : 
Bacon Clark, Wyo. Gore Pn~e 
Bailey Clny Guggenheim Pe~kins 
Be.,.eridge Crnwford Heyburn Piles 
Borah Culberson Hughes Hoot 
Brandegee Cullom .Tohnson, N.Dak. Scott 
Briggs Cummins Kean Simmons 
Bristow Curtis La Follette Smith. Mich. 
Brown Dnvis Lodge ::;moot 
Burkett Dilllnghnm McCumber· Stone 
Burrows Flint l\IeLaurln Sutherland 
Carter Foste~ l\loney Taliaferro 
Chamberlain Frye Nelson Warner 
Clapp Gn'lling-er Oll:l'er \Yetmore 

The YICE-PHESIDENT. Fifty-two Senators have answered 
to the roll cull. A quorum of the Senate is present. The Sena· 
tor from Iowa will proceed. 

::\Ir. CU)IMIC\S. l\Ir. President, I repeat that I do not won
der it is some'.'l·hat difficult to secure a quorum this morning, 
.because it is uncomfortable in every sense. The weather is 
disagreeable. The amendment we are considering ought to 
make people uncomfortable. lYe are told by the morning's 
paper that tile distinguished chairman of the Finance Com
mittee. has gone upo!l a sea voyage. I hppe that it is true, for 
he has not only earned a rest during the last few weeks, but 
after the acknowledgment which he made yesterday to the 
Senate with resvect to his motive in bringing forward the 
amendment we are now considering he needs the inspiration 
and the recuperation of a sea voyage. I would want to take 
a trip lasting about a thousand years if I should be compelled 

to make a confession of that sort with respect to a bill brought 
forward by myself. I will give some attention to that parfu 
ular phase of the matter a little bit later. 

Mr.· CLAPP. Will the Senator pardon me? He is alluding 
to people who are comfortable or uncolllfortable. 

The VICE-PRESIDENT. Does the Senator from Iowa yield 
to the Senator from Minnesota?: . -. 

Mr .. CUIDUNS. I do. 
ll!r. CLAPP.. I also notice by the newspapers that the large 

corporations are not. uncomfortable. They are reported as 
being satisfied with this proposition. 

Mr. CUMMINS. I should think they would be exceedingly 
well satisfied with it. I can lia.rdly concei'\"e an instrumeJ:t 
better calculated to further their desires than the amendment 
now before the Senate. It is true it levies some tribute upon 
them, but not so much tribute or under such rigorous condi
tions as the amendment offered by the Senator from Texas, and 
myself.. I shall have occasion also to examine that part of the 
matter before I shall have finished. 

But I resume an examination of our financial condition. be
cause, as I said yesterday~ I would not favor an income tax or 
an inheritance tax or any other sort of a supplemental revenue
producing measure if I did not believe we needed some suppl1!'
ment to our revenue. I had stated yesterday that, deducting 
the appropriations for the postal service, our appropriations 
for the last session for the year ending June 3(},.19~0, aggregated 
$798,790,362.12. I had shown that our revenue from all sources 
other than custom-houses would aggregate not more· than 
$319,000,000, and the Senator from Rhode Island [Mr. ALDRICH] 
admitted. that my estimate of revenue from other sources than 

· the custom-houses was rather more than less than it ought be. 
I had shown that we must raise, then, from the custom-houses 
or some other kind of taxation $479,700,36!H2. It was at this 
point that the Senator from Rhode Island yesterday questioned 
the aecuraey of my computation~ It was at this point that he 
declared there should be deducted from this fund some $90,000,-
000, composed of an item of $60,000,000 to replace or to reim
burse our siuking fund and $30,000,000· in order to make good 
deposits: which h::td been lllilde by our national bauks for the 
purpose of redeeming or retiring their circulating notes. 

I intend in a very few moments to give some consideration to 
the item of $60,000,000 for our sinking fund and $30,000,000 for 
the retirement of our national-bank notes. 

But it will be remembered that the Senator from Rhode Is
land also said that the expenses of the Government from year 
to year were notably and sensibly less than our appropriations 
year after year. In this the Senator from Rhode Island is mis
taken, if Illy information can be relied upon. 
· While I do not intend to go into the items· just now, I am 
having prepared a table showing the appropriations for the 
years 1900 to 1906, inclusive. I will not come further down, be
cause we do not secure a fair comparison if we enter those years 
in which the appropriations haxe not yet been fully expended. 

I ask leave to print as a part of my remarks a table showing 
the appropriations in these six: years and the expenditures of 
the Government for these six: years. 

The VICE-PRESIDENT. Without objection, permission is 
granted. 

The table is as. follows :. 
Total •·cgttla•· annual app1·op1'iations to•· fiscal years as follows: 

!l!!~il!!':~~~=~~jj~~j~~~--~-~-~-=-==_==_=~--;-~;_~~--~--=-=--~=-==_=_~~--~- $~~!iil~i~~~~i~ 
67!:!, 348, C\14. 9tl 

1906-1907-------------------------------------- 73D,G12,865.16 
Total cxpenditm·es G$ shown by •·cport ot the Sccrctm·y of tile Treasury. 

1900-1901-------------------------------------- $~90,0GS,371.00 

!l!~l!!l~~~::~=:~j~~~~~~~~~j~j=~j~j~~~j:j~j~~ ll!:!!t!!l:li 
J\Ir. CUi\DIINS. This does not include permanent annual 

appropriations or expenditures for such funds as sinkin" fund 
currenc:r-redemptibn fund, and the like. " ' 

Tlle nry fact that every 3·ear we are called upon to 
supply deficiencies in our appropriations ought to be a suf
ficient answer to the suggestion of the Senator from Rhode 
Island. I therefore take it as a matter established beyond 
any reasonable doubt that for the year ending June 30, 1910, 
we must have from the custolll-houses or from an income tax 
or from an inheritance ta·x: or from a so-called "corporation . 
tax" the sum of at least $479,00CI,OOO. 

I recapitulated yesterday our receipts from the custolll-houses 
for the last four years. I will not repeat that statement, save 



3968 OONGRESSIOK AI.1 RECORD-SENATE. JUNE 30, 

bolH1s, or otherwise, as the works arc constructed, and let the 
gmwr:ttiuJs as they come nlong pay each its due provortion, 
if it i~ interesteu in the improvelllents, anu perhaps proYiue 
for enough of a sinking fund ultilllately to extinguish the in
debtedness. I had no idea of conYeying the illlpression to the 
Sen a tor that I diU not want to continue this systelll of illlprove
ment. I only desired to convey the impression that I would 
not go with the Senator as far as he might want to go-! do 
not know how far he wants to go-to the extent of illlposing 
taxes at this time and assessing the burden on this generation 
for these purposes. 

l\Ir. CUMMINS. 1\Ir. President, of course the Senator frolll 
Nebraska asked a question which illlplied a certain position 
on my part, and I answered it as· I thought it ought to be an
swered. No question is ever asked here for information. I 

· never knew a question to be asked except to reply to an argu
ment. I was attempting to show the mon·ey which we would 
probably need in the year 1911. I had said that I had included 
$W,OOO,OOO in that for public buildings and for the improve
lllent of waterways. That did not seelll to me to be a very 
large estimate for the appropriations that we would certainly 

· make. I have not suggested raising $500,000,000 or a billion 
dollars for the carrying on of these illlprovements by taxation. 

I have suggested a lUnch less sum than has hitherto, at times, 
been appropriated for that purpose. But the Senate, if it 
please~, can deduct the $50,000,000 that I have put into my esti
mate, and make up its mind that it will never spend a cent for 
public buildings or for waterways, discard the idea entirely, 
and you will still be $95,000,000 short when you reach the end 
of the year 1911; and $95,000,000 is more than is contemplated 
by the general income tax which has been proposed. You will 
have a deficit even if you succeed in raising every penny that 
a 2 per cent general income tax would raise. 

I now pass from that; and I have expended altogether too 
much time upon it; and yet it seemed to me that it was the 
foundation of it all to show that we needed the money. How 
should it be raised, or how should any part of it be raised? 
1We have proposed a general income tax. '.rhere are some Sena
tors, I know, on this side of the Chamber who fear a general 
income tax, because they haYe made themselves believe that 
in some way or other it would become an enemy to protection, 
and that we could not maintain' an efficient protective law to
gether with an efficient income-tax law. I beg that they will 
put away any such delusion, for the truth is that if such- a 
law as we have now does not raise the revenue that we need, 
then an income-tax law, or some other supplemental revenue 
law, is absolutely necessary in order that we may maintain pro
tection. 

Mark my words that it will not be many years until it will be 
seen that if we are to maintain protection in the United States 
we must supplement our revenues in some such way. iYhy? 
A protective law upon competitive commodities that is properly 
adjusted will not yield much re.-enue. If it is adjusted as it 
ought to be-although that may be beyond the power of man
it will admit little importation upon competitiYe commodities, 
because the duty will be placed just at that point that will 
make it unprofitable for the foreigner to export to this country 
if our domestic producers are willing to sell at a fair price. 
Therefore our duties upon competitive commodities must .neces
sarily grow less; I mean the amotint collected at the custom
hom,es must necessarily grow less from time to time. If the 
law that we haYe now in course of preparation does what its 
distinguished author expects it will do, it will lessen the im
portation of competitive commodities; and as our domestic pro
ducers, under the inspiration of the protection given them in 
the In w, shall more nearly absorh and occupy our domestic 
markets, the importation of those things must grow less and 
less from year to year, and the duties received at the custom
houses must therefore decrea~e from time to time just as the 
protective system becomes more efficient from year to year. 
'J'hen the friends of vrotection will be compelled either to lower 
duties upon competitive products so th:lt they may enter our 
ports, or to increase the duties upon noncompetitive commodi
ties in order to raise the revenue that is desired. The Ameri
can people will not lonr; endure the increase of duties upon non
competitive things. When you ask them to choose between 
pladng the burden of govern·nwnt upon wealth, upon those who 
enjoy incomes of more than $G,OOO, and placing the burden of 
gorernment upon the necessiti<:s of life, or even upon the luxu
ries of. life, which they must buy abroad, they will not be slow 
in answering the q\l(:stion thus put to them. So I say that 
every protectioni~t, every man who desires an ally for protec
tion, ought to stand 1lrm for the adoption of some permanent 
snpplement to our rc\'enue. 

Nor is the income-tax law inconsistent with the doctrine 
maintained by Senators upon the other side of the Chamber. 
Standing, as they tlo, for a tariff for revenue, it is still true that 
an income tax, levied upon those who ought to bear the bur
dens of government, those who are able to bear the burdens of 
government, will meet even that principle more perfectly than 
to levy duties upon the things that the people must use, and 
impose the weight of government only by the. rule of consump
tion. It is consistent with the doctrine of protection, and it is 
consistent with the doctrine of a tariff for revenue. It bears 
just the same relation to both that our internal-revenue taxes 
bear to taxation at the custom-house. 

I intend to consider presently the constitutional situation; 
but I want now, if I have been successful in showing that you 
are to be met with a deficit, to ask how are you going to meet 
it? You can not meet it by direct taxation. You know as 
well as I that the people of the United States would not sub
mit for a single year to a tax levied according to the rule of 
apportionment. I . care not whether direct taxes include some
thing more than land, I care· not what they include; but the 
Senate knows-,-every Senator knows-that the time has passed 
forever at which the Government of the United States will lay 
any tax by the rule of apportionment. Wealth and population 
have so far separated themselves in the United States that 
no man is or will be venturesome enough to suggest that a per
manent income ·of the United States be raised by a tax levied 
according to the population of the several States. 

If, therefore, you are not to adopt some form of direct ta..~a
tion, you are remitted to some form of indirect taxation; and 
what shall it be? If it is your duty to provide for sixty mil
lions or seventy-five millions or one hundred millions of dollars 
to ·meet the necessities of the Government in the next few 
years, how will you do it? You must adopt one of three gen
eral forms of taxation. 

You must adopt one of two or more methods. First, there is 
the inheritance-tax la,v, suggested by the Senator from Montana 
[J\Ir .. DrxoN]. I say, in passing, that it meets with my entire 
approval. I believe in the justice of an inheritance tax; I 
believe that the de.-olntion of property in the course of passing 
from the dead to the living should bear a reasonable tax, and 
should in that way restore to the Government some compensa
tion for the protection that has been given it in the conrse 
of its accumulation. The income tax that we propose includes 
the inheritance tax. · · 

I pass from that. Your next recourse is a stamp tax. It 
has often been resorted to; it has always irritated the people-; 
it is attached or affixed to tt'ansactions of all kinds, without 
any discrimination with respect to the ability of the person 
who pays the tax to bear it; it is vexatious, and I do not be
lieve that this Congress or t11e next Congress will desire to re
enact the ordinary stamp-tax law. You are then compelled, as 
it seems to me, to resort to some forin of property tax. 

I shall presently examine the difference between a direct and 
an indirect tax, if there is any; but I want you to come with nie 
now to the conclusion that, if there is to be the deficit that J 
have attempted to point out, Congress must adopt some form of 
tax upon property, and I am not now attempting to shroud the 
subject of property with any technicality whatsoever. I am 
speaking of property in its broad and generic sense, because 
every Senator here knows that every tax, except a capitation 
tax, is a tax laid upon property. There is no tax, I care not 
whether it is direct or indirect, that is not laid upon property, 
exce11t a poll tax. I tun now, of course. disregarding many of 
the niceties and many of the distinctions between the various 
kinds of property and rights. • 

I go one step further. Every tax, no matter whether it be 
direct or indirect or whether it be a capitation tax, is paid out 
of property. No tax can be paid unless the man who pays it 
lw~: accumulated enough property with which to discharge the 
oblipttion; and many times, as it seems to me, we wander into 
a good deal of confusion by failing to discern and to discrimi
nate between these technicalities, and we fall short of reaching 
the conclusion, which we all must reach, that when the man 
pays the tax he pays it out of some accumulation that he has 
successfully made. 

IIIr. HEYBURN. 1\Ir. President--
The PHESIDING OFFICER. Does the Senator from Iowa 

yield to the Senator from Idaho? 
l\fr. CUMMINS. I do. 
Mr. HEYBUHN. I would like to suggest that this tax itself 

is property-the thing itself-the tax is property, of course. 
Mr. CUMMINS. 'J'!Je Senator means the money with which 

the obligation is discharged is property. 
1\fr. HEYBUHN. It is of the same character as that out of 

which it is created. 
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:Mr. CU~Il\IIKS. Precisely. There is no doubt about that. 
l\Ir. ngYBUH)[. I should like to make this suggestion: Of 

course the Senator will not answer if lie does not care to at 
this time; but would it occur to tile Senator, as a reasonable 
solution, that we first determine tile necessity, or wlletller such 
necessity exists at all, as that which is sought to be antici
pated by these extraordinary methods of taxution? Would it 
not be well, or, ruther, woul<l it meet with the· Senutor's ap
proval-and 1 speak only for mrself-that we adopt the sched
ules and let them be in force until a sufficient time has elapsed 
to test the question as to their revenue-producing character; 
and then, if we find thut the necessity that the Senator is seek
ing to anticipate exists, take up the three proposed methods and 
select .between them? K o. evil cun happen in the meantime. . · 
., l\Ir; CUMMINS. lllr. President, in answer to the suggestion 
of the Senator from Idaho, I would agree with him, if the ex
penditures of the Government that must be met could be 
brought within the income. I am not asking for the imposition 
of an income tax to meet even what seems to me the positive 
obligations of the Government to do the things that have not 
yet been authorized by law. 

Mr. HEYBURN. Will the Senator permit me? 
1\Ir:: CUMMINS. In just a moment_ I have shown that our 

income for the next year will be $15G,OOO,OOO less than our 
expenditures already authorized; I have shown that our in
come for the following year will be $9ri,OOO,OOO less ·than our 
expenditures, even excluding everything that is problematical 
or uncertain; and I l!aye shown that, eyen upon tile establish
ment that we have now authorized, we need eYery penny that 
can be raised by the income-tax law proposed by the Senator 
from Texas and myself. 

1\Ir. HEJYBUHN. Will tile Senator from Iowa permit me 
now? 

The PRESIDIKG Ol!'FICER. Does tile Senator from Iowa 
yield further to tile Sen a tor from Idaho? 

l\fr. CUI\Ii\IIKS. I do. 
Mr. HEYBURN. Of course that statement is based upon the 

accuracy of tile calculation made by the Senator; but very 
surprising conditions arise.· For instance, last month there was 
a jump of nearly $:i,OOO,OOO in our reyenues from customs. 
'l'here is not any danger, the Senator I am sure will agree with 
me, in there not being a Yailable cash enough in the 'l'reasury 
under existing conditions, with the present deficit, to meet all 
calls upo11 tile Go>ernmPnt, and the danger that the Senator 
anticipates is only subject to the calculation made by the Sen
ator from .ro·,\·a being correct. 

l\fr. CUMMINS. l\Ir. President,· I can not agree with tile 
Senator from Idaho with respect to that. Tile estimates I 
have made concerning our· income are in eyery instance most 
fayorable to the extent of the income. I have ~iven to the growth 
of tile income tile benefit of eyery doubt, and there is no man 
who will look into this subject but who \Yill agree with me that 
there will be, at the end of tile J'Car coming, at the end of tile 
following year, and at the eml of every year following that, a 
large deficit unless we supplement tile ]n·csent methods of taxa
tion by other modes or other kinds of taxation. 

Kow, llfr_ President, I pass to \vhat to me is the most inter
esting phase of this <liseussion. I ha Ye been he1<1 here for 
three hours discu~~ini.: the fimmcial situation of the GoYern
ment. I did not intend to occupy twenty minutes with it when 
I began this address, but Senators will bear me witness that I 
have not willingly exten<lecl my ollf:ervations upon that subject. 
Tiley lmve been neces~arily Jlrolonge<l on account of the inQuir
ies that han~ been made of me from time to time. 

I want now, just for a few minutes, to address myself to tile 
inherent justice of a tax on inromes. It is a subject to which 
I have given a gr0at deal of thought. It is an important part 
of the political economy of the world. No Senator can <lis
charge his llut~·. an<l ;10 Senator will emleaYor to discharge his 
duty,- without looking carefully over the field of history, in 
order to ascertain how burdens can be best borne and upon 
whose shoulders tlH'Y ought to be placed. It is an interesting, 
it is a faseinating stmh· to emleavor to trace the relation of 
individuals to the,Gover'innent and see to 1vlmt extent they are 
actually contribntiug to the e:s:ccniion of tllela ws which protect 
them. 

I s:n-_:_antl I sav it with utmost <leferencc to my friend fl'om 
I\Iontaim [i\Ir. DL;;ox], who seems to think that an income-tax 
law woultl be <lefcctire ot· inopct·ntive-that, in my judgment, 
some form of income tax is the fir~t tax that ought to be im-
posed. · 

'l'he inheritnnec t:1x, of <·om~<', is a part of any properly ad
:iustetl ineome-tnx la\\', lwenn~c the inheritance or the gift or 
the bequest or 1vhaterer it may be is a part of the income for 
tile year in which it is received, and therefore \VC can not sepa-
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rate the equity and the justice of an inheritance-tax law from 
tile justice of an income-tax Jaw, although in some countries 
they are divided for tile economy and for the efficiency of ad-, 
ministration. But an income-tax law ought to be in force in 
every State. The States, as well as tile General Government, 
ought to raise a large part of their revenues for tile maintenance 
of their governments by a tax upon ability to pay, instead of. 
upon inability to pay; a tax upon fortune, rather than a tax 
upon misfortune; a tax that rests as lightly upon those who are' 
called upon to bear it as the most trifling weight that can be 
put into a sh·ong hand. 

Senators, I can not conceive 11ow there can be objections to 
the justice of an income-tax law. It places tile burdens where 
they .belong; it discards unproductive property and nil profitable:. 
labor, and exacts but a small percentage of gains and profits. 
and earnings actually received. It is impossible to conceive· of 
any injustice in taking a little part of a surplus in hand· over 
and aboYe a most liberal allowance for the maintenance of a· 
family. It exacts not a penny that is in fact needed for either. 
the necessities, the comforts, or the luxuries of life. 

I was deeply impressed with a question put til~ other day 
to the Senator from Idaho [Mr. BoRAH] while.he was discuss
ing the incoine-tax proposition by the Senator from Massa-· 
chusetts [Mr. LODGE], immediately followed by a question from
the junior Senator from New York [Mr. Roor]. Out of both
questions there could be drawn but one inference, and that was: 
a belief on tile part of these Senators that properfy- ~as· aJ-. 
ready sufficiently burdened with the taxes imposed by the Gov
ernment; that property already bore more than its just weighf 
of the taxes imposed for the maintenance of the laws. Ali, 
Senators, a little examination will disclose to yon the fallacy 
of. that inference, if it was intended to be so drawn. Property 
pays all tile taxes, and, as the Senator from Idaho [Mr. HEY
BURN] well suggested, taxes are paid with property. 

Mr. HEYBURN. And are property. . 
l\Ir. CUMMINS. And out of property. There is no ta.x that 

is not in its substance, in its essence, laid in the first instance 
upon property itself, although it takes on various and divers 
forms; but if it was intended by the suggestion to have Sen
ators believe that property which. has been accumulated in 
the hands of a few bears more than its just share of the bur
den, then I dissent from the proposition. If it is· intended to 
_infer that tile accumulations of tile property bear an unjust or 
disproportionate share of the taxes, I dissent from the infet;ence. 

l\Ir. HEYBURN. Mr. President--
'l'lle VICg-PHBSIDEN'l'. Does the Senator from IO\Ya yield 

to tile Senator from Idaho? 
l\Ir. CU?IDIINS. I do. 
l\Ir. HEYBURN. The tax proYitlell for in the amendment 

uutler consideration by the Senatqr is an excise tax. It is a 
tax, a proportion, cut out of something. · · 

l\fr. CUMMINS. I will come to that presently. That is a 
mere figure of speech. . 

l\fr. HEYBURN. What I said to the Senator was tllitt the 
tax itself is property. 'l'he Senator, I think, <lid not understand 
me accurately. As tile right of taxation is property, so the tax 
is property cut out of"the other. 

l\fr. CUl\DIINS. If tllat is what tile Senator meant, I en
tirely disagree with him. '!'lie ·L·ight to tax is not pro]ierty, 
because tile right to tax is n soyereign right an<l is not a prov
erty right. If lie means tile right of the GoYernment to say 
that I shall contribute $10 to tile supvort of tile GoYernment is 
property, I can not agree with him. 

l\fr. HEYBURN. That is soyereignty. But what was the 
character of tile right of tithes, \V llich was the first and original 
tax, so far as we know? Was that sovereignty or n·as that 
property? 

l\Ir. CUMMINS. It depends entirely U]Jon how the obligation 
to pay tithes arose. If it was imposed as a soyereign act, it 
was sovereignty. If it grew out of a contract, either express 
or implied, it may be considered as property. 

l\Ir. HEYBURN. Docs tile Senator know whether it was a 
gross or a net ta:x:? 

l\Ir. CU~DIINS. I <lo. not intend, i\Ir. President, to enter 
upon the discussion of these qt1estions. 

i\Ir. HEYBUHN. I thought the Senator rCferrcd to it. 
Mr. CUl\DIINS. Tlwy are en! irely apart from the stihjcct I 

am now considering. I shall be glad, at some other time, to take 
up that interesting discussion. 

Mr. HKfBUR:\'. I 8hould not have interrupted the Senator 
except tllnt lle rrferret1 to tlle statement I lla<1 nuH1e. · · 

l\Ir. CU:\DIIl\8. Ycry well. I make no c-mnplaint whatever 
of the interruption. In fact, I shall lle g:lntl at nny time to l!aye 
any supporter of tile proposition made by the Senate committee 
interrupt me, That is tile trouble, the Srna tor from Itlal!o does 
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1\Ir. SUTHERLA:i\'D. The JlOint I make about it is that if it 
is not a tax upon property, using the wonl "tax" in a very 
broau sense, it is not a tax within the meaning of the Constitu· 
tion. Within the meaning of the Constitution it is then a duty 
or an excise and not a tax within the meaning in which the 
word " tax " is used in the Constitution. 

1\Ir. BORAH. Of course that is purely arbitrary. What the 
Constitution says is that no direct tax shall be laid, not that it 
shall not be laid upon property, but that no direct tax shall be 
laid except by apportionment. Therefore, when the court held 
this was not a shiftable tax, at the same time it was a leviable 
tax without apportionment. I say it is not to be harmonized 
with the Pollock case. 

Mr. FLINT. Mr. President--
The VICE-PRESIDEN'l'. Does the Senator fron:l Iowa yield 

to the Senator from California? 
1\Ir. CUJ\Il\:IINS. I do. 
Mr. FLINT. It is exceedingly warm, and the Senator from 

Iowa has spoken for so,llle time. I move that the Senate take 
a recess for half an hour. 

'l'he motion was agreed to; and at the expiration of the recess 
(at 1 o'clock and 45 minutes p. n1.) the Senate reassembled. 

Mr. BRISTOW. Mr. President, I suggest the absence of a 
quorum. 

The VICE-PRESIDENT. The Secretary will call the roll. 
The Secretary called the. roll, .and the following Senators 

answered to their names : 
Bacon Clay Gamble 
Bailey Crawford Guggenheim 
Beveridge Cullom Hughes 
Borah Cumm!n~ .Johnson, N.Dak. 
Brandegee Curtis ,T ohnston, Ala. 
Briggs Dick Jones 
Bristow Dilli&gham Kean 
Bulkeley du Pont La Follette 
Burkett Elkins Lodge 
Burnham Fletcher McEnery 
Burrows Flint Nelson 
Burton Foster Oliver 
Carter Frye Overman 
Clapp Gallinger Page 

Penrose 
Perkins 
Root 
Scott 
Smith, Mich. 
Smoot 
Stone 
Sutherland 
Tillman 
War·ner 
""arrcn 
Wetmore 

1\Ir. BACON. I desire to :mnounce that the senior Senator 
from Tennessee [llir. l!'RAZIER] is detained from the Chamber 
by personal sickness. 

The VICE-PRESIDENT. Fifty-four Senators have answered 
to the roll call. A quorum is present. 'l'he Senator from Iowa 

· will proceed. 
Mr. CUMi\fiNS. Mr. President, I was a little diverted from 

the course of my argumoot by the interruption which took 
place immediately before the recess. I will endeavor to recall 
Senators to the point under discussion. I was attempting to 
show that the term "direct taxes" as used in the Constitution 
of the UnitHl States, when Yiewed abstractly, has no definition. 
I had referred to the fact that at the time of the Constitutional 
Con>ention, so far as I can now recall, this term had been men
tioned by but two economic writers-one, Adam Smith, in his 
Wealth of Nations, and the other a French writer by the 
name of Turgot. . Their general idea was that a direct tax was 
a tax upon property or reYenue and an indirect tax was a tax 
upon consumption or expense. But later economic writers haye 
amplified that general idea by supplying the fundamental 
thou;;ht, namely, thllt llll indirect tax was one which could be 
shifted from t11e person who was called upon to pay it to an
other "·ho was to buy the thinp: upon which the tax was imposed. 

I haye no rloubt that the framers of our Constitution held 
Yarierl opinions with regard to the meaning of the term "direct 
taxes." I have no doubt that they thought of this term largely 
as it had been applied to taxation in their own colonies. But 
I belieYe it to be true that a great majority of the framers of 
the Constitution thought of direct taxes as those imposed upon 
land with its improyements ::md the capitation tax. I believe 
that by far the greater number limited it in their own minds, 
though little 1vas said allout it, to these two objects of taxation. 

Because of this Yagueness of definition, because of this want 
of clear, precise application of the term, it was all the more 
essential; it was all the more imperative that wlleneYer that 
phr~se came before the Supreme Court for interpretation and a 
construction had been giYen it as the sense in which the greater 
number of the framers of the Constitution intended it, and once 
being applied, a concrete definition once being agreed upm1, it 
should never thereafter have been departed from, because the 
moment that departure was made from that definition or that 
application there was no sure, certain resting place. · 

'l'he vei'y moment that any court drifts away to an application 
of thls term, according to the views of economic writers, that 
very moment the subject becomes one of pure confusion, for 
there is no definition, I repeat, of the term from an abstract 

standpoint that can be applied to the >arying cases as they 
arise in go>ernment. It is wholly impossible to be consistent 
or to be logical with regard to the application of the term If 
you depend wholly upon the abstractions which may surround it. 

I will give an illustration. Adam Smith thought direct taxes 
were taxes imposed upon the expense or the consumption of the 
people, and he thought they were equitable and fair, because he as· 
sumed that the expense of a particular man or the consumption 
of a particular man was substantially his revenue, and that a 
tax upon the consumption of the people would be the equimlent 
of a tax upon the revenue or the property of those people, a 
fact which, if true when Adam Smith wrote, has long ago ceased 
to be true, and therefore is of no value in the present interpre
tation of the phrase. 

However, I repeat that if an indirect tax is a tax upon con
sumption or expense, what will you say about a tax upon in
heritance? Is that a consumption or an expense? What will 
you say with regard to the tax laid upon the circulation of state 
banks during the war in order to suppress or to prevent the state 
banks from Issuing circulating notes as money? Was that a 
tax upon consumption? 

Now, mark you, you can not confuse this by saying some of 
these. may be excise taxes or imposts or duties, because they 
must all fall within the term "indirect taxes." What will you 
say with re1;pect to the tax upon the incomes of insurance com
panies imposed as a part of the revenue act of the civil war? 
The fatal error of the Pollock case, to which I shall come pres
ently, the inherent mistake, was in attempting to apply to the 
income-tax law of 1894 the exploded notion that in order that 
a tax shall be an indirect tax it must be a tax that can be 
easily shifted or it must be a tax upon expense or consumption. 
That is the reason the Supreme Court in the Pollock case de
parted from the rule that had been laid down in the many 
decisions which preceded that case. I may say in ,passing that 
the Supreme Court is busily engaged at every convenient op· 
portunity in narrowing the decision in the Pollock case-in dis· 
carding it just as fast as it can-because in the case of Knowl
ton v. Moore, that followed the decision in the Pollock case, 
being a tax upon inheritances, it expressly repudiated the 
proposition that a tax in order to be an indirect one must be a 
tax upon expense or consumption. 

With this general review of the matter in your mind, I want 
to call your attention very rapidly to the history of tile de
yelopment of this subject prior to the Pollock case. The first 
case that came before the Supreme Court was the Hylton case, 
as you all remember. So much has been said of it historically, 
so much has been said of it analytically, that I do not pause to 
consider the composition of the Supreme Court or the composi
tion of the Congress which passed the law. I only say it was 
a tax imposed upon specific personal property. There is no 
refinement of reasoning that can escape that conclusion. It 
was imposed upon carriages kept for use, and therefore it fell 
upon a tangible species of personal property. 

Now, it has been said-and the Supreme Court in one of its 
decisions, in the Hylton case, said it might be-that carriages 
could be brought within the Smith definition of an indirect tax, 
because carriages were consumable by use, and that therefore 
this might be considered as a tax upon consumption, but evi
dently the decision did not rest upon any such distinction as 
that, because if so, the tax upon a house and lot would be ari 
indirect tax, because it was a tax upon a thing that woulcl be 
consumed by use. A house will wear out as well as a carriage, 
and I do not think the Senators upon the other side of this ques
tion would agree that a tax upon a house and lot was an indi
rect tax because the house would wear out in the course of time. 
I do not suppose that they would agree that a tax upon the 
property of a railway company is an indirect tax because its 
property will wear out just as rapidly as a carriage of the 
Hylton case would wear out. We must, therefore, find some 
other distinction in the Hylton case, and we find it in what was 
repeated by each justice as he delivered his opinion, namely, 
that the phrase " direct taxes" must be so construed as to make 
the Constitution an efficient, \\'Orkable instrument, and that no 
taxes can be construccl as direct taxes unless they can in fair
ness and in equity b.e apportioned among the States according 
to the population of the States. 

If there is one thought dominant in the Hylton cnse, it is 
this, and it ought to have been the preYailing and controlling 
thought of e>ery court as it came to construe the Constitution in 
this respect: The Constitution was not intended as a vague 
and a futile thing, and when it said that direct taxes should be 
apportioned according to population, it meant only ihose taxes 
which could in fairness be npportioned. In those dnys the tax 
upon real estate was the only tax that could be fairly appor
tioned. There is some stability in real property-that is to 
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say, there was some relation in those days between the value of to lands and slaves. There could 110t be a more cmpllatic con
real property and population, and it was thought then that that struction of the Constitution and of these decisions, rcndet·e(] 
relation might continue. in the early days of the nevublic, than the repeated acts of 

Of course now even that has passed away. As I said long Congress with respect to it. 
ago, there never will be a Congress, unless the very life of the The question relating to indirect taxation did not arise again 
Nation is at stake, that will levy a direct tax. A tax upon land until the revenue acts of the civil-war 11eriod came under ju
levied now would be intolerable, distributed among the States d!cial review, for it was not until the war of the rebellion in
according to their population. You will never read in the creased the expenses of the Government beyond the ordin'ary 
whole future history of the United States a suggestion with sum that Congress found it necessary to employ this power be
respect to levying a direct tax, and whatever taxes Congress yond the point at which it is usually employed, in the imposition 
does employ must be indirect taxes. Therefore the term of internal-re,·enue taxes and import duties. Then came the 
"direct .taxes" should be limited to the fewest possible objects. struggle. Congress le,·ied ·taxes upon a great many things. As 
So the court in the Hylton case decided that direct taxes em- I remember it, among other things, upon insurance companies, 
])race nothing but poll taxes and taxes upon land with its what would now be called, I suppose, "excise taxes; " mid,· I 
improvements. think, as they were levied then, they were excise taxes. Out of 

l\Ir. SUTHERI .. AND. Mr. President-- the exercise of that power there arose, first, the case of the 
The VICE-PRESIDENT. Does the Senator from Iowa yield Pacific Insurance Company v. Soule. I believe then for the 

to the Senator from Utah? first time the Supreme Court had occasion to directly examine 
l\fr. CD~Il\HNS. I do. this question Rfter it had left it in the Hylton case. 
l\Ir. SUTHERLAND. I think the Senator from Iowa· is in What was the act of Congress under consideration? It was 

error in saying that the Supreme Court in the Hylton case au act imposing a duty upon the incomes of insurance· com
decided that the only direct taxes were those imposed upon panies-all the income of insurance companies. It was assailed 
land and upon polls. No judge of the three who spoke upon on the ground that it was a direct tax. It was not a tax upon 
that question authoritatively made any such decision. One of consumption; it was not a tax upon.expense; but it was a tax 
the judges said-- · . imposed upo~ tlle property of insura;1ce COJ1!-PaD;ies un~er the-

l\Ir. CUl\fllfiNS. 1\Ir. President the citation the Senator from gurse of taxmg-ancl I am not speakmg of 1t dtsparagmgly
Utah is about to read has already' been read in the HECORD more under. the gu~se of taxing insurance companies for the privilege 
than once. I know perfectly well his interpretation of that of domg busmess. 
case. I have my own, and I would a great deal rather that Then the Supreme Court ·hacl occasion to examine the va.lidity, 
any answer the Senator from Utah desires to make to my inter- the strength, and the soundness of the Hylton case. I Wlll not 
pretation of that de'"ision should be made at a later time. ente~ the case further than to. say the court put awa.y ?nee, 

llfr. SUTHERLAND. l\fay I ask the Senator, then, what and 1t should have beell: for a_ll tlme, the fallacy _that an mdu·ect 
language he finds in the Hylton case that will justify him in tax must be_ one .that 1s le~1ed upon consumptwn or upon. ex
Eaying that they decided this question? · pense; am~ !t affirmed, as 1t _ought to have been for all time, 

Mr. CU:IHIINS. I will answer that question. The Senator the prop~s1t10n t!Jat a tax J~vred upon ~roperLJ:-for I care not 
from utah [Thfr. SUTIIF:nLAND] very cleverly confines his ques· ~hether 1t was upon the pn~·rJege of domg .busmess or whether 
tion to the language used by the Supreme Court in the Hylton It was upon th~ property Itself-was valld.. It was so held 
case. I have not said that any judge said in exact terms in the upon the authonty of the Hylton case; a~d 1t was so held be
Hvlton ctlse that direct taxes were limited to Janel taxes and cause the Supreme Court understood that m the Hylton case all 
poll taxes. I have said that that was the decision, and I rc- kinds _of propert3·, except h~n~, had b~en put a\~ay from !he 
peat it. The Supreme Court in language said that probably no operatwn ?f the clause provHli_ng for dired ta:mtwn accordrng 
other taxes were within that term than land taxes and capita- to populatiOn. I may not ~·ec1te thes~ cases m order; I only 
tion taxes, but they decided that~ a specific tax upon specific re~~te the:n as they c~me mto. I?Y ~mnd; . . . 
personal property was not a direct tax, and that decision ex- I he nex:t _case, as .I remember It, \\as v eazre Bani, v. Fenno. 
eludes e\ery other species of property from the operation of What was rt? J?urmg the course of til? war, anll toward the 
the term. close ?f the war, 1t becan_w a]llmr7nt ~hat 1t ~as not 'l_l'ise to allow 

It is utterly impossible to conceive any property that can fall th~ ~tat? banks. to. contmue th?n·. crrculatmg m_edmrn. ~here-
'tl1·11 thP term "direct t·lxes" after "OU pass real est"te u 1 fmc rt \\·as deternuned that there should be a tax of 10 per cent 

WI 1 ' ' " ' ' " • n ess t o 1 th, amount of the cir 'ul· t'n" t f • 1 · · t' 't be tangible personal property. Therefore if I show 'lS th pu U]l 1 · c c :' 1 " no es o ,mn nng ms 1-k !ton case does show that the Supreme Court there'd~· . d ~ tutions. l'ersonal~y I do not bell eve the tax was levied for 
.th;t a tax upon tangibl~ personal property was not a directtaC: ~cvenue. I~ was ~n !h.e form.~f a t:;tx for revenue, but in fact 
I have proved it seems to me to the satisfaction of ever ~ 1t was a tax to prohJurt the cnculatwn of state banks. Out of 
son;1ble mind that all kinds of ill·operty except land are ex!Ju~~l th~; law the~·; _came a. C'~Re ~0 the .su~rcm: Cour~., Agnin i~ 
from the operation aml interpretation of that phrase. bcc~un~ .a qu~·~1011 ~~. '' llct;w; R:lch a t,tx. "as a llnect tax or 

It to me is a demonstration. It is not possible to nam . an md1.1 ect t .. x. A':,un the Supreme Com t was called upon to 
~ ·t of property upon which the term "direct taxes, c e ~?[1 determme 11:hether rt ~vonlcl nd?pt the rule of the Hylton case 
·;~~ept land if personal property be excluded from ·thea~ .a or whether lt would lhsre;;nnl 1t, for the tax upon these notes 
~ ·ery other' sort of propcrtv is 'lS will be universally adm·~:~· was not a tax upon expense; it was not a tax upon consump
fa~·ther rem~Yed from the· noti~n that we have ln 0~11• ~· ed • tion; it wn:-; not a tax that could be shiftel~; it was not a tax 
1 ~hen we speak of direct taxes than is tangible specific pers m ~ th~t answeretl_ an;o.: o.f the abstract uefimtiol!S of economic 
~. rt ' ona wrrters respectmg md1rect taxes; and ret ngmn the Supreme 

PI ?!>e . y. . . , . . . . .. . . . ~ourt. upon th.e a utlwrity of the H~:Jto_n case, upor: the assump-
Ihcre~me ftom the mo~1en~ t~at dccrswn \\.1S len.dcretl tt twn that uotlnug uut: land came \ntlnn the constitutional pro· 

was dectdcd that the Coustitu.twn mtendecl only to reqmrc taxes vision with reganl to direct taxes. declared that it was an 
on land and s:aves m those days to be apportioned according indirect tax. I-uelie,·e it put the decision t1pon the ground that 
to the populatwn of. the States. I d~ not speak of P?ll .taxes, it was an excise tax or duty for the ]lrivilege of issuing ancl 
?ecause th?Y apportwn themselves wrthout any descnptron or using circulating notes as a part of the banking bnsi1wss. 
mterpretatwn. so' it went on- to other cases. I think the next case was that 

We ~ll~reforc began in l7~J not only wi!ll the expression of of Sclwley v. Re\v. '£here was here inYolYccl-the validity of the 
the opmwn of tlle several JUdges that dtrect taxes were so law taxing the devolution of the title to propcrtv. A"ain the 
limited, but we ])egan with a decision which in its terms ex- Supreme Court sustained the Hylton case; again.it an~wuncecl 
eluded everything else, if the rule adopted uy tllcse judges the principle to which I June referred. 
should continue to be the rule of the United States. 'l'hcn came the :':;pringer case, \Yhidl confessedly decided the 

Now, I pass along. I will not refer to the fact that four exact question whidt we han~ H0\1' l>cfore us or that the Su
tirnes Congress found it necessary to levy a direct tax, four preme Court llad before it in the Pollock case.' 
times after this dcdsion in t~e ~lylton case. I know the Sen- Thus for a hunclretl years there had hecn a continuity of cle
ntor from Utah feels tllat because in a certain resolution that cisions sustaining this vital vower n]lon the part of the Con
Congress passed, asking the Secretary of the Treasury for a gress of tlle United States to levy a tax UtJon property upon in
revort where other things than lands were included, therefore, come without apportionment. For a hundred yea1;s it hnd 
Congress had in its mind that direct taxes might be levied upou been the accepted doctrine that no tax except a land tax need be 
something else than Janel. I will not pause to consider that, apportioned among the States according to population. If we 
because it has already been discussed at sufficient length. I are to appeal to the rule stare decisis. I haYe a uetter title to 
only stop long enough to emphasize the fact that in. the four appeal to it than those who seem to think that what we propose 
times that Congress since the decision in the Hylton case had is in disparagement of the Supreme Court; that we are attack
occasion to levy a direct tax, each time it limited the direct ing in some way the confidence that ought to ue reposed in that 
tax to land, the improvements of land, or, in the early instances. exalted tribunal. I have a better right to appeal to the his-

- . .J'l;K:_ •. 
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11ow to consider that. I do not like the way it came into Con
gress. I do not asperse anybody's motives; but I lmow, and 
you know, that if it had not been likely that the income-tax 
amendment that we proposed would have passed the Senate, 
this amendment would not have appeared. I have a right to 
say that, because of the avowal of the chairman of the Finance 
Committee yesterday. I knew something of that kind; but I 
never would have disclosed on the floor what I had heard in 
confidence or semieonfidence, had not the admission been made 
upon the floor. It is here simply because it was necessary 
to have an Instrument of this sort in order to defeat the gen
eral income-tax provil!ion. 

What is the general income tax? It is a tax laid upon every 
income, whether of individuals or of corporations, that ex
ceeds $5,000. It is fair; it is just; it mal•es all men under like 
conditions contribute equally to the support of the Government. 
What Is the amendment which is;.proposed by the committee? 
I shall nqt now attempt to describe it in teclinical language. I 
describe it in commonplace language. With our amendment, 

' every man who had an income of more than $5,000, or every 
corporation that bad an income of more than $G,OOO, would 
have been compelled to have paid 2 per cent upon the income 
in excess of $5,000 for the support of the Government. 

And what does the committee amendment mean? Needing a 
revenue, as we do need a revenue, it proposes that every man 
who has a share of stock in a corporation, whether he has an 
income of a hundred dollars or a million dollars, shall pay a 
part of the· expenses of the Government because he is a share
holder in a corporation. It does not observe the essential, the 
fundamentn.l princi11le of the taxation which is proposed in the 
original amendment. It is a mere figure of speech to say that 
it is a tax upon corporations. So far as taxes are concerned, 
corporations n.re mere trustees for their shareholders; and their 
shareholders must pay the tax. When you levy a tax on a cor
poration, you are levying it upon either the shareholder or the 
person who deals with the corporation, who employs it for 
services, or who buys from it a commodity. One or the other 
of these classes will bear the tax which it is now proposed to 
put upon corporations. · 

But what is it? I believe it is a property tax. I believe it is 
an income tax. It levies a: duty upon the incomes in excess of 
$5,000 of all corporations with capital stock and of all insurance 
companies. Disregarding the husks and artificialities with 
which we surround our legal thought, it simply levies this duty 
upon the men who have invested their money in the shares of 
corporations, whether they be rich or poor, whether their in
comes are great or small, and upon the contributions of the 
policy holders of insurance companies, no matter how great or 
Iww little those contributions nmy be or no matter how profit
tlble or unprofitable the ventures may be. 

:Mr.JIE'YBURN. Will the Senator permit me a question? 
The PRESIDING OFFICER. Does the Senator from Iowa 

yield to the Senator from Idaho? 
i\Ir. CU:\l~IINS. I do. 
:\Ir. HEYBURN. I should like to inquire whether there is 

any difference in regard to the question whether it is a per
sonal or a property tax bebveen the Senato1·"s proposed amend
ment aml the amendment under consideration"! Is not the in
come tax a property tax as proposed by the Senator from Iowa? 

1\Ir. CU:\DIINS. It is. 
1\Ir. HEYBURN. Then, so far as being a property tax is con

cm·ned, there is no difference? 
1\Ir. CU:\Il\IINS. If the tax proposed in this new amendment 

is what I belie.-e it to be--
1\Ir. HEYBURN. A property tax. 
1\fr. CllfMINS. A proper!;J·, an income, tax-it is, from the 

constitutional standpoint, precisely like the income tax we 
have proposed. It is subject to the same objection. It is either 
overridden by the Pollock case or sustained by the previous 
cases, just as our amendment is ~ver~·idden or sustained. A~d 
if we adopt it and tba t constructiOn 1s th~ one to put upon. 1t, 
vou ""ill meet in the Supreme Court precrsely the same obJec
tion that is proposed against our amendment. 

l\Ir. HEYBURN. Then, if the Senator will permit me, the 
onlv difference bet"·een the proposed tax on the income of 
cori1orations and that proposed by the Senator from Iowa is 
in the classification of the subjects of taxation? '.rhere is no 
difference in the principle of taxation? 

1:\Ir. CUMMINS. Legally speaking, if I have put the right 
interpretation upon it, there is no difference. I know very well 
that those who stand for this proposition of the committee 
will not agree that it is a property tax; they will not agree that 
it is an income tax. They pretend, through a method that I 
shall p-resently mention, to escape the objection that it is a tux 
upon property or a tax upon income, anll thus avoid the decision 
in the Pollock case. 

I, however, believe that the effort to do so is merely erecting 
a barricade of words behind which they endeavor to shelter 
themselves. I shall come presently to the consequences, if it 
is not an income tax or a property tux. But my first proposi
tion is that it is a property tax, and therefore I say it chal
lenges the decision of the Supreme Court in just the same way, 
to the same extent, and will meet the same fate when it reaches 
the Supreme Court as our amendment would experience. I 
believe that so viewed it is constitutional in so far as the Ievy 
of a tax upon incomes is concerned. It has other infirmities 
which I shall presently point out. 

Mr. BRANDEGEE. Mr. President--
The PRESIDING OFFICER. Does the Senator from Iowa 

yield to the Senator from Connecticut? 
Mr. CUMMINS. I do. 
Mr. BRANDEGEE. I understood the Senator from Iowa to 

state that the proposed committee amendment is not really a 
tax upon corporations, but is a tax upon the stockholders or 
upon· the diviuends of the corporation. If that is so, is not the 
same thing true of the proposed income tax upon c~rporutions 
contained in the Senator's proposed amendment1 . 

Mr. CUMMINS. It· is, with this difference: In the amend
ment I propose if the total income of the shareholder does not 
reach $5,000, he is then not taxed. It preserves the central, 
fundamental idea of an income tax. In the case proposed by 
the committee, if a poor devil has 1 share of stock in a corpora
tion and it fs all the income he has, he is nevertheless taxed. 
My 'desire is to -relieve the incomes of men to the extent nece:>
sary to maintain their families, to support _and educate th~r 
children, because I believe that they owe a hrgher duty to the1r 
families than they owe to the Government. 

Mr. GALLINGER. :Mr. President-- . 
The PRESIDING OFFICER. Does the Senator from Iowa 

yield to the Senator from New Hampshire? 
l\Ir. CUliiMINS. I do. · 
Mr. GALLINGER. The Senator meant to say, I assume, that 

if the income in the first place added to other items of income 
does not aggregate $5,000, the man is not taxed? 

Mr. CUMMINS. Precisely-in our case? 
J\Ir. GALLINGER. Yes. 
Mr. CUMJ\IINS. That is true. Possibly I ought to eorrect 

that. I had it in my mind. The effect of our amendment is 
that no tax is laid upon a person unless his income from all 
sources exceeds $5,000; while in the proposal of the committee 
the tax is laid upon the income of every shareholder of a corrJOra
tion that has a net income of more than $5,000, without regard 
to the extent of the individual income, whether that is the only 
income the shareholder receives or whether he receives other 
income from different sources. 

That is the injustice of this proposal. It is not in accord 
with the humane civilization of this age. It is not in accord 
with the modern thought. It totally disregards every advance 
we have made in these years toward relieving those who are 
unable to bear the burdens of goyernment from a greater share 
than is necessary, and giving them, as I said before, the oppor
tunity to devote the first of their energies, the first of their in
come, the first of their earnings, to a dearer and more sacred 
object than the maintenance of the Government, viz, the mainte
nance of their citizenship and tlle support of their families. 

But I now come to another point. Suppose this is not an 
income tax? 

1\Ir. SUTHERLAND. l\Iay I ask the Senator a question? 
The PRESIDING OFFICER. Does the Senator from Iowa 

yield to the Senator from Utah? 
Mr. CUMMINS.· Yes. 
Mr. SUTHERLAND. The Senator says that so far as the 

constitutional question is concerned, he thinlis there is no differ
ence between the tax imposed by his amendment and the tax 
proposed to be imposed by the committee amendment. 

Mr. CUMMINS. I did not quite say that. 
Mr. SUTHERL.A.J.'l"D. The Selllltor certainly said ijJ.at both 

are taxes upon propert-y, and that if one is subject to the con
stitutional objection that it is a direct tax, the other is. 

Mr. CUMMINS. That I said. 
l\Ir. SUTHERLAND. Does not the Senator recognize the fact 

that in the Soule case the Supreme Court expressly held that 
the tax was imposed upon the business and not upon the llrop
erty of insurance companies? 

Mr. CUMMINS. Does the Senator want a categorical answer 
to that question? 

Mr. SUTHERLAND. Yes; if the Senator can give it. 
Mr. Cl:Tl\11\IINS. I do recognize that the tax in the case of 

Pacific Insurance Company v. Soule wns a tax which was laid 
by law upon the business of insurance. · 

~Ir. SUTHERLAND. On dividends derived from the income 
of insurance companies. 
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:\Ir. CUJ\Il\IINS. 'l'bat is, it was laid only upon those cor- Mr. CUJIU.IINS. I am coming to that presently. Do not an-
pora tions that were engaged in the insurance uusiness. ticipate me. I do like to occasionally spring a surprise upon 

. l\1r. SUTHEHLAND. Now let me ask the Senator if he is the Senate. 
familiar-as I have no doubt be is-with the case of the The PRESIDING OFFICER. The Senator· prefers not to 
Spreckels Sugar Hefining Company, to which the President called yield. 
attention in his message? l\Ir. CUMMINS. But Senators are all so keen and alert that 

l\Ir. CUl\IMINS. I have it right here, open; and I expect to they prevent me from having the opportunity that I very inuch 
read to you to your heart's content in a very few minutes. covet. 

l\Ir. SUTHERLAND. Will the Senator permit me to call his l\Ir. HEYBURN. I regret it. I would not for anything out-
attention to a single phrase in that case? run the Senator's mind in this matter. 

l\Ir. CUl\11\IINS. Do not, if you please, call my attention to l\Ir. CUl\Il\fiNS·. '.rhe Senator is, I presume, about to call 
any part of the case until I reach it. I shall come to it pres- my attention to the fact that this tax is laid upon their busi
ently, and then I shall invite any questions the Senator may ness as corporations. 
han~ to ask. I shall be glad to have them asked. llir. HEYBURN. No; I was going to call attention to the 

1\Ir. l\IcCU~IBER. 1\Ir. President-- fact that the bill' names this item; it gives it a specific name. 
The PRESIDING OFFICER. Does the Senator from Iowa It says, "a special excise tax." , 

yield to the senator from North Dakota? Mr. CUMMINS. Oh, yes; of course. But it does not make 
llfr. CUMMINS. I do. any difference what it is named. 
M:r. l\IcCUl\IBER. I appreciate that there is a good deal of llfr. HEYBURN. It may make a difference. 

complexity about this slight differentiation uetween a tax upon Mr. CUMMINS. It does not; it can not. The character of 
property and a tax upon the right to do business; and there is a a tax, the validity of a tax, must be determined by its essen
good deal of rather delicate refinement, it seems to me, between tial characteristics. It must be determined by the circum-
the two. stances under which it is laid and the thing or tpings upon which 

1\Ir. CUMMINS. Unnecessary refinement. it is laid. Congress can not make an income tax a special ex-
l\Ir. i';[cCUliiBER. Yes; unnecessary refinement. I should cise tax by so denominating it. It can not make an excise tax 

Jike to ask this question, which either the Senator from Iowa a direct tax by so denominating it. We must look further into 
or the Senator from Utah can answer. The Senator from Iowa the subject than the language used by the committee. 
states that so far as these two amendments are concerned, the I now come back to the question I was considering a little· 
amendment be proposes :md the amendment the committe() while ago. · The Senator from California says this is a tax 
proposes, they are both really a tax upon property. We will levied upon the business of corporations. I deny the right of 
take the case of the Senator's amendment, and instead of say- Congress to levy a tax upon the business of corporations as 
ing that we shall levy a direct tax upon the income, we will sup- such-that is, merely because they are corporations. I deny 
pose that he shculd SO modify it aS to say .that :ve shal! levy a the. right ?~ so~gress. t_o !-Jlake any. ?lassification Of th~t SOrt. 
tax upon the business and make the basis of It the mcome; It IS an arbitrar:y on~, It IS an •Unfau one. It has no predeces
that is, that it shall ue proportioned upon the income. What sor, and I hope It Will have no suc~essor. If you d~p~rt from 
difference would there be, in principle, between that case and 1 the construch?n I have put upon It and say t~at It IS n?t .a 
the amendment the committee has introduced? tax upon the me<? me or the property of corporat10!1s, then. It. IS 

· That is a matter that has puzzled .me somewhat-to say a ~ax upon the rigl}-t to do busm~ss as a cor~Jor::'t~on as disbn
what the court would decide provided you put the Senator's gmshed fro!? th~ nght to do bu~mess.as an mdindual or: as a 

d · nt in that lano-uage copartnership. You are necessanly dnven to that conclusiOn. 
amen me _' " ' · . T I know wat those wl10 will attempt to defend the validity of 

l\Ir. CUll!llfiN S. l\Ir. PresH1ent, th~ Senator from North this tax will say that it is not an income tax and will say that 
Dakota ha~ touched the ver,r bea~·t of thmgs, as he usually does. it is not a property tax. But when they say' that, they declare 
Vi'e could JU~t as well say n~ our propos~d amendment t~Iat the that it is a tax upon the franchises of the corporations created 
tax was lened up~n the nght to. receive and spe~d mcome. by the several States of the Union-a tax upon their right to do 
;we could say that 1t wa~ a tax _le:Ied upon t.he bu~mess of re- business as corporations. It is not a tax upon the privilege of 
ceiving income. There. IS no l~~nt :o the mge~mty of .man carrying on the dry goods business; not a tax upon the privi
w!lCn he att~mpts to hide the real trut~. I .ha' e n.o pa~I.ence lege of carrying on the ueef-packing business; not a tax upon 
with the~e mce and unnec~ssary and extraordmary distmctwns. the privilege of doing a manufacturing business; but a tax 

i.\lr. BORAH. ~r.r. Prestdent-- upon the right to do business. of any kind as a corporation. 
The PRESIDING OFFICER. Does the Senator from. Iowa And I should like to ask the Senator from California whether I 

yield to the Se_?ator from Idaho? have expressed the real construction and interpretation: of the 
Mr. CUl\IliiHIS. I do. . amendment as he views it? 
1\fr. BOHAH. In _view of the suggestwn of the Senato~· fro~ • 1\fr. FLINT. I may state to the Senatot· what I said last 

N~rth Dakota, I WI!l state tha~ the Senat~r from Callforma night when I was asked for my construction of this amendment, 
smd yester~a;v evenmg. that t!ns was not mten~ed as a tax and .that was that it is an excise tax 11 pon the privilege of doing 
upon the vr:n.lege of dm~lg bust~less as a corporatiOn, uut a tax business. It is true that this amendment limits the taxes to 
upon the pr:nlc;;e of. domg_ ~~~·~~Jl(;ss .. If th_at be true, and the certain corporations, and that we have the power to do this is 
amendment IS to bear that mte-pret~twn, "hy ~an you not !ay sustained by several cases which the Senator himself bas quoted. 
a tax upon the ~1nn .who engages m the busmess ?f. buymg In one case they selected insurance companies and taxed them; 
uonds nne~ collectmg mterest upon th~m for the pr:v:lege of in the Spreckels cuse they selected two different classes-sugar 
doing so Jt:•3t as. well ns you c_an lay tt upon the pnnlege of refineries and oil rPfineries. In this amendment we have made 
conducting a uusmess of any kmd? a classification which includes certain corporations and all in-

llir. CU:IIMINS. I had thought of another illustration. surance companies. 
l\Ir. FLIN'.r. I will ask the Senator if that is not just what J\fr. CU:IIl\IINS. Precisely. I think, l\Ir. President, that I 

was decided in the Spreckels case-that that could ue done? gather the meaning of the Senator from California. But he 
llfr. CU:IEIIINS. I will come to that directly. You might also is leaning on a very weak and insecure reed. He also is 

just us n·ell leYy a tax upon the privilege of ueing blue-eyed endeavoring to conceal thought with language, instead of using 
or brown-eyed. or white-haired. You might just as well levy a ·language to express his thought. Congress can not justly levy 
duty upon the pril'ilege of doing business on the north side of a tax on business unless it includes all those who are engaged 
a street or ·the south side of a street. The occupations and the in that business. I deny the right, in fairness, of Congress to 
m'ocntions of men m~cl their conditions are capable of infinite levy a tax upon John Smith because be is engaged in the dry 
varieiy. There must ue, however, as it seems to me, some sub- goods busine~s. if John Jones is next to him and is doing the 
stantinl reason in the classifications in which the legislature same dry goods business without being taxed. That is not an 
indulges. excise tax. I realize that Congress can levy au excise tax upon 

But I come now, if I can, to again take up the thread of my any specified kind of uusiness, but it must include all persons 
argument. Assuming for the moment that this is not a tax ,vho are in that uusiness and within those conditions in order 
upon property, tllnt it is not a tax upon the incomes of corpora· that the law may be just and in order that it may answer the 
tions and therefore the incomes of stockholders in corporations, fundamental requirements of taxation. 
but ~ssuming that it is a tax upon something else, what is it In the present case the Senator from California says we hnve 
upon? According to the answer given yesterday by the Sen- a tax on the privilege of doing business. Let us see. Here 
ator from California, it is a tax upon the privilege of doing is a corporation, the John Smith Company, carrying on a d1'y 
business. You might just as well say that men should be taxed goods business on one side of the street ancl here is John Jones 
UJlOn the privilege of breathing. & Co., a copartnership, carrying on a dry goods business upon 

Mr. HEYBURN. Will the Senator permit me to call his at- the other side of the street. They are doing the smne extent 
tention to the language--· · of business and making the same profits. I deny the power 
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of any legislatiYe tribunal to le,·y a tax on the one as an excise State tax the bonds of the United States or any other instru
tax without levying it at the same time upon the other. Classifi- mentality of the Nation. It is by a pnrity of reasoning that the 
cations muy be made, but they must be reasonable. They must Federal Go.-ernment ean not destroy a corporation created by 
ilave some substantial basis to support them. the State, nor can tile State destroy in that manner a corpora-

The real truth is that this is not a tax on business, because tion created by the General Government. 
corporations carry on the same kinds of business that indi- But it will be said, and it was suggested here a few moments 
viduals do and that copartnerRhips do. It is not a tax on ago, that this is not an income tax, it is not a tax upon the 
business. I think it is a tax on property. I think it is a tax on corporate franchises or the right to do business as a corpora
incomes. But if it is not a tax ou property or on incomes, it tion, but it is simply a tax upon the business of corporations. 
is a tax upon the right to do business in a corporate capacity. Senators, it is not possible that you will pass a law that will 
There is no wit of man that can relieve the proposed law of tax the business of corporations and leave untaxed the business 
that construction if it is not a tux on incomes. And if that of copartnerships and indiyiduals of the same kind, of the same 
interpretation be put upon it, there is not a lawyer in the extent, of the same profit. I deny that right of classification. 
Senate who will insist that it can be done. I want to make my meaning perfectly clear. I agree that the 

Is there anyone here who asserts that the Congress of the Government·can impose an excise tax upon the business of deal
United States can levy an excise tax upon the right to exist, ing in real estate. I agree that it can impose a tux upon the 
the right to do business, of a corporation created by the business of selling dry goods or manufacturing iron or steel. 
States? The United States did not create these corporations. I agree that it can impose a tax upon the business of refining 
It has conferred no authority or power upon them. It may sugar and oil. I agree ·that it can impose a tax upon the busi
llave the power, under certain other provisions of the Consti- ness of transportation. But when it imposes that tax it ought 
tution, to regulate and supervise them; but it did not create to impose it upon all who are engaged in the business, what
theli.l. It did not invest them with power. The authority to ever it may be. You can select for your law, and you will select 
tax .im-olves the authority or the power to destroy, and I should of course, only those kinds of business which according to your 
like to know whether there is on the part of any Member of the own observation are best able to bear the tax, but that, how
Senate a belief that the Congress of the United States can, ever, is at your own discretion. But having selected the bus!· 
through the medium of taxation, destroy the corporations that ness that is to be taxed, then all who are engaged in the busi· 
have been created by the se,·eralStates? ness must fall within the provisions of your law. If you do 

Can a State tax the franchise, the right to do business, of a not so frame your law, you have encountered not constitutional 
corporation created by the United States? Will any Senator difficulties, but you have encountered the Yital principle of our 
here affirm that the State of Iowa can seize the franchise of a social compact. There are some things that are hip;her than 
corporation created under an act of Congress and tax it out of constitutions, higher than laws. '!'here is an underlying con· 
existence? If you can le,·y a tax of 2 per cent upon a corporate ception of justice and fair dealing upon which constitutions 
franchise, you can levy one of 50 per cent upon it. There is no and laws .are founded. If you were to tax the business of one 
limit to the power when once it is conceded to exist. man and not tax the similar business carried on under the same 

I do not intend to examine the mses upon this point. I know conditions of another man, you would destroy the very principle 
that before my friend the Senator from Idaho shall have fin- that brought us together in governmental relations.· 
!shed lie will have abundantly satisfied the Senate with regard Mr. CLAPP. Will the Senator pardon me for an interrup· 
to that proposition. I have the cases here, or some of them. tion? 
but I lmve already occupied so much of the time of the Senate 1\Ir. CUMMINS. Certainly. 
that I do not intend to enter upon them. . l\Ir. CLAPP. I know the Senator is weary; he has made a 

I shall content myself with again asserting that this is either long speech, and in my humble capacity of judging it is one of 
an income tax, and therefore subject to all the objections that the greatest I ever listened to in this Chamber. It is a speech 
are urged against the income tax proposed by the Senator from that must have effect. At the risk of trespassing upon the good 
Texas and myself, or it is a tax upon the right of doing btisi- nature of the Senator nnd his endurance, I am going to sug
ness as a corporation, which is simply a synonym for the right gest that it seems to me he ought to refer to the cases he spoke 
to exist as a corporation; and if so, it is condemned by every of, that they may go out as a part of his speech. I simply make 
decision of which I know or "-ith which I am familiar. that suggestion to the Senator. 

I await with a great deal of pleasure the interpretation that l\Ir. CUMl\IINS. Those cases v.-m be inserted in the REcORD, 
shall be put upon this law by its distinguished framer, because They are to be used and will be used in a Yery short while. by 
I feel sure that if that bold and original navigator escapes my colleague, the Senator from Idaho [1\Ir. BoRAH]. 'Ve in a 
Scylla, he will Yery speedily fall into all the dangers of measure divided this field, although I feel like apologizing to 
Charybdis. him, because if you estimate the breadth of the field· I have 

Senators, so far from escaping the difficulties you thought traversed by the time I ha>e taken in getting o\·er it, it might 
surrotmded the income tax 11rnposecl by the Senator from Texas be assumed that I had taken the whole subject in my care. 
and myself, the la\Y you have proposed bas simply multiplied But it is not so. 
those difficulties, and, us I think, multiplied them almost in- I come now, however, i:o one of those cases, in answer to the 
finitely. Some one bas suggested that there is another pos- Senator from Utah and the Senator from California. It is 
sible construction that might be llllt upon the committee said that this amendment finds its justification or its legal de-
amendment. ' fense in the case of the Spreckels Sugar Refining Company 

Jl.Ir. OYEHl\fAN. 1\fr. President-- against 1\IcClain (192 U. S., p. 397). If this case does not 
The VICE-PRESIDE:'\T. Does the Senator from Io\\·a yield sustain the proposed law, then I assume from what I have 

to the Senator from :'\orth Carolina? heard that the Finance Committee will withdraw it from the 
1\lr. CU::\UIINS. I do. consideration of the Senate, because we are pointed to this 
1\Ir. OYERl\IAN. If a legislature grants a franchise to three case as the one which discriminates or differentiates the amend

or four men to form a corporation, the State then parts for ment proposed by us from the amendment proposed by the com
the time being with a portion of its sovereignty. If this is a mittee, and in the mesl'age of the President the only reason--
privilege tnx, is it not imlirectly a tax upon the sovereignty of 1\Ir. FLINT. Mr. President--
the State? l\Ir. CUl\Il\liNS. Excuse me just a moment. The only reason 

Mr. CU:\11\IINS. That, of course, lies at the ,-ery l.Jottom of the President gives for preferring the tax upon the net income 
the argument I have just been making. It is a general proposi- of corporations as against the general income of corporations 
tion thnt the State can not tax the instrnmentnlities of the and individuals is that he has been led to believe that this case 
General Government nor can the General Go.-ernment tax the sustains the proposed amendment and will enable the tax laid 
instrumentalities which t!JC State may employ in the exercise by it to be collected without litigation, which it might be fenred 
of its sovereignty. 'l'he Unitecl States cnn tax the property of would prevent the receipt of the revenue so much desired from 
every corporation in the l:wd; the States can tax the property our measure. 
of every corporation created under un act of Congress. I now yield to the Senator from California. 

But Congress can not touch by a tax, the equivalent of a 1\Ir. FLIKT. I do not want the Senntor to state my Yie"·s or 
power to destroy, the right to clo business as a corporation of an those of the Finance Committee to be that we rely solely upon 
association organized under the law of a State, nor can the the Spreckels case. There are many other cases we rely upon 
State touch with a tnx the right of an association of persons and to which the Senator has referred that we belieYe sustain 
organized as a corporation under the law of Congress. These the provisions of this amendment. It is true the President of 
rights are mutual. We have observed them already in the dis-~ the United States referred to the Spreckels case in his message, 
cussion of this question. EYerybody concedes that the United and that in the brief remarks I made I referretl to it, but I 
States can not tax the bonds of a state government or of a do not want to be understood as suying this is the only case 
mmi.icipal government organized by state law. No more can the we relied upon. There are other questions raised in the amend· 
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First. With few, if any, exceptions, each State in which we transact 
business collects a tax on the premiums on the business in that State. 
In some States deductions are permitted for death losses paid, but In 
many the levy is made on the gross premiums. In many States the 
rate is !!~ per cent. In a few It is higher. The average must, we 
think, be at least 2 per cent of the gross premiums. This is certainly 

,ample as a contribution on onr part toward the maintenance of gov-
emment. 'fo double It by a like amount in favor of the Federal Gov
ernment would, as we !Jelieve, be unjust, oppressive, and a burden 
which the system of l!fe insurance could hardly be made to bear .. 

While we are willing to bear a fair and equitable burden of taxation, 
equal to the burden of taxation that shall be borne by other corpora
tions of this country, we Insist that a general law made applicable to 
all corporations based upon the net Increase of assets that may be 
used for dividend purposes, will place a much larger burden of taxa
tion upon life Insurance companies proportionately than will be placed 
upon other corporations. For example, all premiums collected by an 
Iowa Insurance company outside of Its own State are subject to an 
income tax of at least 2~ per cent. This same money when It arrives 
In the State of Iowa Is subject to a tax of 1 per cent (less death 
losses and reserve liability for the current year). This same money 
when it appears at the end of the year in the increased surplus of the 
corporation has an additional tax of 2 per cent levied upon It by local 
authorities. If the Federal Government now levies a tax upon the 
increased surplus which this same money goes into from year to year, 
a fourth tax wlll be added, which will be that much more of a tax 
than is paid by every other form of corporation. 

Therefore we insist and maintain that justice and right require that 
an exception be made in the general law proposed by your committee 
to the extent that the taxes required by States other than the home 
States of insurance corporations shall be deducted from the operation 
of the proposed federal law. We insist that at the present time and for 
several years in the past Insurance corporations, by reason of the action 
of the various States In this country, are pay1ng 2l! per cent tax upon 
the premium income, which tax is 2l! per cent greater than is being 
paid by other corporations doing business in this country. In other 
words. certain States have anticipated the proposed action of the Fed
eral Government and are already collecting a general income tax from 
life insurance companies, and we insist that we are already paying this 
item of taxation more than other organized corporations are paying· 
and we ask your honorable Finance Committee, in the preparation 
of the proposed income law, to provide a remedy for this injustice of 
burdening insurance institutions with a tax that is not carried by othCl" 
corporations; or, in other words, we ask your honorable committee to 
place us on the same basis of taxation as all other corporations. 

It is understood that a proposal to Impose a federal tax upon inheri
tances was abandoned for the reason that the States bad already im
posed such levies for the raising of state revenues. 

It must certainly be desirable, so far as possible, that the revenues 
of the National Government should be so raised as not to Interfere with 
the operations of the taxing departments of the States or to dupl!cate 
the state 1evies. 

Upon this principle the proposed federal law might well provide 
that such. corporations as are required to pay taxes upon their receipts 
to the States may deduct the amounts so paid from the levy made upon 
them under the proposed United States statute. 

We appeal to your judgment and i'hirness in this matter, and ask 
that the proposed law may be so amended as not to impose twice the 
burden of taxation upon life Insurance corporations that will. be im· 
posed upon other forms of corporations in this country. 

Yours, very respectfully, 
RoYAL UNION l\fUTUAL LIFE, 

By FRANK D. JACKSON, President. 
A~IERICAN LIFE INSURDICE co., 

By J. C. GRIFFITH, Secretary. 
EQUITABLE LIFE INSURANCE Co. OF IOWA, 

By CYRUS KIRK, President. 
DES MOINES LIFE INSURANCE CO., OF IOWA., 

By L. C. RAWSON, Vice-President. 
CENTRAL LIFE ASSURANCE SOCIETY OF 1'HE 

UNIT~:D STATES, 
By GEo. B. PEAK, President. 

THE BAXKERS' LIFE AsSOCIATION, 
By E. E. CLARK, President. 

OFFICE or' GnEEN BAY LUMBEr. COMPANY, 
Iiat·1an ... Io1ra_, J1nte 26, 1909. 

Ilon. J'. P. DOLLIVEr., 
Tiashington, D. a. 

DEAn ·sEX.\TOn : With some hesitancy I nm undertaking this letter to 
you in the matter of the proposed income tax upon corporations as such; 
not in any advisory sense, but simply as an informal expression of in
terests that seem to me likely to be overlooked, or nt least overshado·,,·ed, 
by more striking features In the situation. I refer to the inte:·ests of 
those people of moderate and even slender means, whose savings are 
largely if not wholly in>ested in corporation stocks. 'l'hese corporations 
arc generally concems with which the investor has heeu counected fol' 
years as a faithful employee, though there has been a growing tendency 
toward such investments among our farme1·s. nnd more especially their 
widows who dread the care of the farm. 'l'he prominent business fig
ures of the countt·,· or community really own a decided minority of the 
concerns that thev dominate or even manage. 

The writer has always understood the economic pl'inciplc of an in
come tax to be that when un individual's income became sufficient to 
support himself and family in a hip;h degree of comfort any further 
increase of that income--which could only serve the purpose of luxury 
or more extensive innstment-should he subject to a special tax for the 
co:'.1mon good; in short, the surplus income of one would be tnxed to 
relieve a similar burden upon the scant income of nnothcr. 

Jnasmut'h ns a corporation bas no personal needs, it has no income 
in the sense ahove defined. rrbc net earnings of a corporation nre really 
a trust fund, held for distribution among the stockholders to whom the 
dividends hecome income in the meaning here to be considered. The 
corporation is already taxed upon Its holdings in the assessment of Its 
propert~·. real nnd personal; _further taxation would be dou!Jle taxat.ion 
and, it oeems to me, indefensible from the standpoint of logic or eqmty. 
It would be just as reasonable to call the net returns of an estate the 
income of the administrator. 

The last few years have den loped a very general desire on the part 
of employees to participate in the ltwest!Dent as well as the labor in 
those lines which they have made their life work. In most cases, the 
rmplowrs lmYe shown a rommendal>l~ disposition to meet this demand. 
Asid~ ·from the material 1Jenellt lik~ly to J'<'sult from this arrangement, 
the spii·it of mutual interest and good will thus shown must be higl1ly 
gratifying t: every good citizen. In my humble judgment, the growth 

and success of such arrangements means much to the Nation, and I 
would deeply deplore any legislation to the contra1·y. 

Yet the levying of a so-called " Income tax " upon the net earnings of 
corporations, as such, can not fail to discourage this desired partner
ship between labor and capital, in that It places a special tax upon 
the smallest stockholder and tempts capital to avoid all forms of incor
poration; and there Is no other form of business association so well 
adapted to the common needs of both large and small Interests. Within 
my personal knowledge, more than 60 per cent of the corporation stock 
held by employees Is acquired upon credit, the purchaser relying upon 
the dividends to pay him out If he can save the interest from his earn
ings. . Thrifty and efficient men win out on this plan nearly every time, 
but It is plain to be seen that even a small addition to this burden 
would tend to discourage the attempt, even If it were not actually a 
serious handicap. 

In conclusion, I will ask you to pardon so lengthy a communication 
to one as busy as yourself, but this participation by employee. In the 
stock of the employing corporation is a hobby of mine, and ·it is hard 
for me to quit. At the risk of discrediting all that I have said, I will 
confess that I am a Democrat and a believer In Income tax· but 1 can 
not refrain from protesting against a measure that will ' I believe 
seriously Interfere with the successful operation and further develop~ · 
men! of the most important organ in the body economic-human labor. 
Hopmg again that my earnest Interest In the matter may excuse my 
presumption, I am, · 

Very truly, yours, 

Hon. A. B. Cu~rMINS, 

SECURITY TRUST AND SAVINGS BANK, . · 
Charles City, Iowa, June !l, 1909. 

. Washington, D. a. 
:My DEAR SE:>~ATOR: I feel that It Is the duty of every citizen to ex

press himself upon the proposed corporation lncbme tax. It seems to 
me that of all the u!'fair propositions that was ever proposed, this one 
takes the cake. While personally I would not be in favor of an income 
tax, still, an income tax upon all incomes It seems to me would be " a 
king " compared' to the corporation income tax which Is proposed. 

In every progressive community at the present time a large part of 
the business which is a benefit to the community and to the laboring 
man is conducted by corporations. These corporations are in almo•t 
every instance backed and supported by the men who believe In keeping 
their money at work for the good of the laborer and for the good of his 
city. In order to do this ·he must invest his money in corporations· 
doing huslness In his city. 

There Is another class of men in every community who have amassed 
fortunes, which they see fit to hold and only use for their own personal 
benefit to see how much "per cent" they can receive upon It, who never 
take any Interest in the community and never do anything which will 
benefit anybody except themselves. . 

'l'he progressive up-to-date citizen, who Is constantly on the move and 
trying to make things go, must pay this corporation tax. The " 10 
per cent fellow " sits back and pays nothing. It seems to me that It Is 
utterly and absolutely absurd to ask him to do this. 

In our own city we have a little bunch of people who have every 
dollar they can gather together invested In the stocks of corporations 
and who are doing more for the city and the State than hundreds of 
the other people who will not Invest their money in anything except 
securities which bring them dollars for their investment. 

The result, as I have said before, seems to me is absolute unfairness 
and Injustice. I can not speak of other communities, but I can sav 
that for this community the proposed corporation income tax would 
certainly be very unpopular. 

I wish again to congratulate you upon the fight that you ha>e been 
making upon the tariff bill, and while you have not accomplished much 
in apparent results, I am satisfied that the future will justify you and 
that you w!ll gain largely by the course you have taken and that the 
people of .the whole United States will ·eventually justify your course. 

With kmd personal regards, I remain, 
Yours, very truly, A. E. ELLIS. 

BETTENDORF METAL WHEEL COMPANY, 
' Da.:enport, !olea, June ft, 1909. 

Hon. A. B. CuMMrxs, 
U11itcd States Senate, Washington, D. a. 

DEAR SE~ATOR: I take the privilege of writing you in regard to the 
proposed tax on the income of corporations. The object of the pro
posed law is twofold-revenue and publicity. As regards revenue, the 
tax is discriminating and unjust. It does not aiTect the incomes of ln
dividnals not derived from stocks, in many cases C'normous, while tax· 
ing people of small means, who derive their income from stocks. 

As regards the publicity feature, I appreciate the desirability of giv
ing accurate information to the public in regard to stocks and bonds of 
tbe great corporations whose securities are listed on the exchanges and 
sold to the public. There are. however, in Iowa and other States a vast 
number of what might be called "private corporations," with but few 
stockholders. whose securities are not on the market for sale to the 
public. "These corporations are in constant competition with individuals 
and 11artnerships, and it is au act of discrimination to compel them to 
make public their earnings and comply with fc<le•·al re.:(ulations with
out requiring the same of the Individuals and partnerships doing a like 
business. A general income tax applicable to all, individuals, partner
ship~, and corporations, with proper provision to 11revent double taxa .. 
tion. will obviate the injustice and discrimination. 

The effect of the proposed law for taxing tbe earnings of corporations 
onlv will he to drive many industrial enterprises from the corpor~te to 
the~ partnership form of organization, causing n uselPss and unwarr.1nted 
expense. rro encourage the conduct cf business through less advan
tageous forms of organization means n.n economic loss, indirectly af
fecting the entire country. 

'Vhile your views may not agree with those e:xprrs~ed above, I have 
taken the liberty of laying them before you for your consideration. 

While writing you, I wish to express my appreciation of yom able 
efforts to secure a substantial reduction of the tariff. 

Yours, truly, NATH. FnExcrr. 

Senator CUMMINS, 
PITTSBURG, PA., June 18, 1909. 

Smwte Chamber, Washington, D. a.: 
I respectfully urge yon to demand tax amendment providing that 

cot·poratlon tax be small graduated tax upon gross earnings of cor
porations instead of straight 2 per cent tax on net earnings, said tax 
to be made to bear more heavily upon those corporations which co"trol, 
or nearly control, prices in their respectiYe lines. This would be 



1909. CONGRESSIOX AL REUOHD-SEN ATE. 3985 
assessments of persons, firms, public companies, and local authorities I . For the first s~ventc.cn years of my life I was prh'!leged to 
_o_n_:::g_ro_s_s_in_c_o_m_e_s_a_s_r_o_l_lo_"_·s_: --------..,-----,---- listen almost entxrely m the way of public addresses to those 

I
N umber of Gross men, beneficent in purpose and in sen ice to the public, who 

assess- amount of always insist on taking a text before they begin their address. 
ments. income. Bearing in mind that early lesson of childhood, I wish to take 

Grnde of income. 

--------------------:-----1---- as my text for this address the language of the distinguished 
Senator from Rhode Island, as contained in the CoNanEssro~AL 
RECORD at page 3929. 

Not exceeding £160, but not exempt. ....• _________ ,. ___ _ 
Exceeding £160 nnd not exceeding ..£200 ••• ___________ _ 
Exceeding £200 and not exceeding £300 ••••••••••• ·---~-
Excoo:llog- £300 and not exceeding ,£4JJO ________________ _ 
·Exct'<'dlng £400 and not exceeding £500 ................. . 
Exceeding £500 and not exceeding .£600 •• _______________ _ 
Exceeding £600 and not exceeding £700 •••• ------·-····-· 
Exceeding £700 and not exceeding £800 •••••••••••••••••. Exceeding £800 and not exceeding £!X)() _________________ _ 

Exceedin~r £!X)(} and not exceedinl: .£1,000 •••• --------···· 
Exceeding £1,000 and not exceeding £2,000 ••.••••••••••• 
.Exceoding £2,000 and not exeeedln~: £3,000 ••.••.•••••••• 
Exceeding £3,000 and not exceeding £•,000-----------···· 
Exceeding £4,000 and not exceedin:: £5,000 •••• ---------·· 
Exceeding £5,000 and not exceeding £10,000.----------··· 
Exceeding £10,000 and not exceeding £50,()()(} •••••• ______ . 
Exceeding £50,000 •• ···-·· ••••••• ---- •• ____ ••• ~- ·····-· ___ _ 

318,570 
237,775 
205,914 
80,019 
44,176 
23,175 
13,811 

. 11,154 
'- 6,350 

8,758 
23,032 
7,407 
3,803 
2,533 
4,831 
4,188 

949 

£22,841,134 
... 43;mtl,713 

52,105,397 
28,676,015 
22,509,0134 
13,094,198 
9,127,473 
8,509,8!1 

. .5,457,305 
··s,552,7013 
33,758,188 
18,592,178 
13,376,481 
ll;!i60,511 
34,909,592 
87,2:75,455 

174,174,328 

There. was also £29,336,128 gross amount of Income from agents, 
bankers, and coupon dealers deducting. tax on behalf of. the revenue, 
hut this can not be given in terms of grades of income and ·numbers of 
assessments. · 
. It may be noted that the assessments on· Incomes of £150,000 and 
upward, OL' on $250,000, Include 20 ind!Yiduals and 92 firms. 

The national income of the United Kingdom Is variously estimated 
by economists and statisticians at from £1,600,000,000 to £2,000,000,-
000 annually. Since gross Income of more than £.900,000,000 and net 
Income in excess of £600,000,000 Is brought under contribution, It 
would appear that one-half the national income is subject to the tax 
and. one-third pays lt. · 

Recent history or the income tax is embodied iu the finance act of 
1907. Numerous changes were made by this legislation, some of them 
being on the recommendation of a select committee, which was ap
pointed in 1906, to Inquire Into and report upon the practicability of 
graduating the income tax and of dill'erentlatlng for the purpose of the 
tax between permanent and precarious Incomes. The relief given to 
"earned" Incomes up to £2,000 by a smaller rn te of charge was the 
result of this recommendation. Among other recommendations of the 
committee was .one that it should be made obligatory on every· indi
vidual to fill up a form of return of income, even where the return 
would merely be a statement that the individual had no income di
rectly chargeable to the tax. This was made elfectlve. A recom
mendation for Improvements in the methods of claiming allowance for 
depreciation and wear was also enacted. It was nnder the finance act 
of 1907 that the taxpayer was entitled to be charged on the actual 
profits made during the year, instead of on an average of t-::.ose profits 
for the preceding three yenrs, If he preferred that method. . 

In the budget submitted to Parliament for the current fiscal Year 
by the chance11or of the exchequer the tax on unearned incomes· is in
creased by 2d., making it 1s. 2d., and the tax on earned incomes over 
£2,000 is raised to 1s. Persons enrnin~ under £GOO a vear are given 
a new abatement of £10 for every child under 16 years. On incomes 
exceeding £5,000 a year there is to be a supertax of 6d. in the pound 
The chancellor estimated thnt the extra yield from the income tax 
proper would be £3,000,000, and from the supertax £2,300,000, 

Mr. BORAH obtained the fioor. 
Mr. CLAPP. Mr. President, I suggest the absence of a 

quorum. 
The VICE-PRESIDENT. 'l'he Secretary will call the roll. 
The Secretary called the roll, and the following Senators 

answered to their names: 
Bacon 
Bailey 
Beveridge 
Borah 
Bourne 
Brandegee 
Bristow 
Bulkeley 
Burkett 
Burrows 
Carter 
Chamberlain 
Clapp 
Clark, Wyo. 
Culberson 

Cummins 
Curtis 
Davis 
Dick 
Dillingham 
DL-<:on 
Eiklns 
Fletcher 
Flint 
Foster 
Frye 
Gallinger 
Gamble 
Guggenheim 
IIcyhurn 

Hughes 
.Johnson, N.Dak. 
Johnston, Ala. 
.Jones 
Kean . 
La Follette 
Lodge 
1\IcCumbH 
McEnery 
l\Ioney 
Nelson 
New lands 
Oliver 
Overman 
Owen 

Page 
Perkins 
Piles 
Hoot 
Scott 
Rimmons 
Smith, Mich. 
Smith, S.C. 
Smoot 
Stone . 
Sutherland 
'l'illman 
Wnrnel" 
Warren 
Wetmore 

I shall vote for a corporation· tax as a means to defPat the income 
tax. • • • I am willing to accept a proposition of this kind for the 
purpose of avoiding what, to my mind, is a great evil and the imposition 
of a tax In time of peace when there Is no emergency, a tax which Is 
sure In the end to destroy the protective system. . 

I desire also to quote in that connection the language of ex~ 
President Harrison, wherein he said: 

The great bulk ot our people are lovers of justlc~. They do not be
lieve that poverty Is a virtue or property a crime. They believe In 
equal!ty of opportunity, and not of do11ars. · Equal!ty is the· golden 
thread that runs all through the fabric ot our clvll institutions-the 
dominating note in the swelling s'ymphony of liberty. 

I quote this. last expression from ex-President Harrison for 
the reason that I shall refer sometimes to the principle of 
equality, not in· a strict constitutional sense, not confining my 
views to the technical equality denominated by the Constitu
tion with reference to certain rights and powers, but referring 
to that golden thread of equality which runs all through our 
civil institutions as a fundamental principle, regardless of any 
written constitution-a fundamental principle which we can not 
afford to ignore any more than we can afford to ignore a spe
cific proposition enunciated in the Constitution. 

It is not my purpose at this time to discuss in a comparative 
way the merits or demerits of the income tax and the corpora
tion tax. I realize--and I had just as well be frank-that the 
chance for the enactment of an income tax has practically been 
removed, so far as this session is concerned. I am, however, 
sufficiently of the faith to state that I believe it is only re
moved for a time. But I want this evening to inquire par
ticularly with reference to the measure which has been sub
mitted to us and which, I presume, we are to assume at this 
time is to be enacted into law. I want to view it as if it were 
submitted here as an original _proposition, without reference 
to the effect it may have upon the income .tax, from the stand
point of whether or not it would be proper to enact it into law, 
even if it were not designed to kill what some conceive to be an 
erroneous measure. 

So far as I am individually concerned, regardless of the ques
tion of an income tax, I could not bring myself to the support 
of this measure by reason of any personal or political relation I 
may have to individuals or to my party. That is not altogether 
a pleasant attitude to assume. In many ways it is extremely 
unpleasant. 

But I want to inquire first, Mr. President, ·who is to pay the 
tax we are about to levy? It has been given out to the country, 
and has been somewhat extensively assumed, that this is another 
means of placing a tax upon the wealth of the country; that 
by this process of singling out corporations we will reach the 
wealth of the land rather than place a tax upon consumers, or 
that great body of American citizenship which now bears its 
undue proportion of the taxes of the country. I am very frank 
to say that if I were convinced of that one proposition as stated 
by those who support this tax-that it will reach the wealth. of 
the country-! should support it as a temrwrary measure, for 
the pur110se of wiping out the deficit that now confronts us. 
I would not support it as a permanent measure, for the reason 
that I know that it can not and will not reach that already 
earned, nofv inactive, wealth which pays practically no tux, and 
never will if certain influences in this country can lm ve their 
way. But as I am convinced beyond all question that by this 

to means we are about to proceed, under a thin guise of doing oth
erwise, to vlace another heavy burden and tax upon those who 
already bear an unjust and undue provortion of the burdens of 
the Goremment, I prefer, rather than to support the tax, to go 
back to the statesmanlike view announced by the Senator from 
Rhode Island in the opening of this tariff debate. That is to 
say, if we can not by the tariff bill raise sufficient revenue to 
run the Government, I should resort to extreme measures of 
retrenchment in expenditures rather than place this extra bur
den upon the great mass of American citizenship .. 

The Senator from Rhode Island.has not, to my knowletige, at 
any time made in this Chamber a declnration that ought to 
command the support and respect of this body to a greater ex
tent than that statement, "'hich he made in the opening of this 
debate. I wilL say here that I ha,·e ne,·er been cnLhu~iastic in 
the support of an income tax as a mere proposition to meet the 
temporary expenditures of the Govermnent. l\Iy enthusiasm has 
arisen out of the llrOllOsition that it \Viii enable us to tlistribuLc 

The VICE-PRESIDENT. Sixty Senators haYe answered 
the roil call. A quorum of the Senate is present. 

Mr. BORAH. Mr. President, a noted member of this body once 
said that it was a rule of his life to quarrel "·ith principles and 
10t with men. I think it is est1ecial!y important, in dealing with 
a subject of this kind, that we bear that in mind, and that what
ever difference of opinion there may be with reference to the mer
its or demerits of the corporation tax, we should discuss it from 
the standpoint of principle rather than that of personalities. 

I make this suggestion early, for the reason that I shaii be 
compelled to quote the language of different 1\fembers,.of this 
body with reference to their yiews upon this matter; ancl I do 
so, not with a view or purpose of criticising anyone from a 
personal standpoint, or assuming any change of Yiew, but with 
an idea of putting before tile Senate, if I may, what I conceive 
to be ihe best thought and the best jutlgment, not only of my 
party, but of the leading men of the country, upon such a 
measure. 

XLIY--200 
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the already great burden of government between consumers and 
wealth. But if we are now to lay a tax-as I believe we are 
about to do-which will finally rest not upon wealth, but upon 

· consumption, then I go back to the principle announced by the 
Senator from-Rhode Island, and say that it is our duty as Sena
tors to accept his statement that if there is not sufficient revenue 
to run the Government we must retrench. For, to my mind, it 
is ahnost a moral crime to place an additional expense upon 
the very people who are to-day bearing the great burdens of 
government. 

The Senator from Rhode Island, in opening the tariff debate, 
said: 

I am· asked what would happen if it should be found that .I am over
sanguine or wholly inaccurate in my statements of probable results. 
What shall we do if the revenues actually received are less than those 
I "have ·anticipated and large deficiencies are threatened 7 I answer, 
with all the emphasis at my command, that it would then be the im
perative duty of Congress to reduce expenditures and make them con
_form to the actual revenue conditions, and not impose new nnd onerous 
taxes. ' 

In the· next place, after having inquired as to who is to pay 
this tax, I want to make some inquiry as to the attitude of the 
Republican party upon a measure of this kind ; for those of .us 
who have been inclined to support the amendment submitted by 
.the Senator from Texas ha>e been criticised-not publicly, but 
to some extent privately-as inclined to support a Democratic 
measure. I am a pretty strong partisan, but I belie>e the rule 
can not always be in>oked in the discharge of legislative duty. 

I therefore propose to show this afternoon, if I can, and I 
believe I shall be able to do so, not so much upon any original 
idea of my own as upon the ideas of those who are better in
formed, first, that this tax will not be paid by wealth, but by 
consumption. Having shown that, I propose to show, in the 
second place, that it is wrong at this time, under the circum
stances which confront us, to place any greater burden upon 
that class of people. Third, I propose to show that the party 
of which I am an humble_ member has .always opposed this tax 
.upon principle; that it is unjust, unfair, discriminating, and of 
doubtful constitutionality. 

Of course it is proper to say at the beginning, because that 
is now conceded, that this amendment was born of fear. No 
one seems to love it, or to care particularly what becomes of it 
after it has served its temporary purpose. But notwithstanding 
the fact of its manner of coming before us and the reasons for 
bringing it here, if we should find that it is actually a good 
measure, perhaps that should not be used against it. It is 
admitted, of course, by those who support it, that it was not 
brought in for its merits, but because of the ulterior purpose 
it would serve. 

With these preliminary -statements, I want to go back for a 
time into the political history we have just passed over and 
within the memory of all men who sit in this Chamber, many 
of them participating in it, and trace out, if I can, froni the 
declarations of those men, whose wisdom and whose position 
:in the part-y .can not be questioned, something as to the ·merits 
·and demerits of this tax; where the burden will fall; who will 
pay it; and why, upon principle and authority, it should not 
·become a statute. · 

We recall the fact that in 1898, among other amendments 
which were suggested to the war-revenue act of June 13, 1898, 
there was a proposition to levy a tax upon the right to do busi
ness in the su~ar-refining industry and the industry of refining 
petroleum. The amendment to whi~h I a!ll now addressi?g 
myself referred solely to thos~ two mdustnes. But the prm
ciple was discussed, and was discu~sed at len~th, by the Senate. 

Senator Platt, of Connecticut, said at the tlllle: • 
I desire to say a word why I propose to vo.te against this amend

ment • • • It is picking out from all the mte_rests of the country 
two ~lasses of business where it is absolutely certam that the corpora
tions wili not pay tbe tax, but that it will be pa1d by the. consumer. 
There is no other business in the country where the corporatwns or the 
persons engaged in it can so surely and certainly_ evade the paymeu~ of 
the tax as in the case of the business of o!l refinmg ';'Ud sugar refimng, 
and what is more, the persons engaged m the. busmes.s "·ill be very 
careful in raising the price of oil aud sugar to rmse it a llttle more than 
the tax, so that the consumer will. pay not only .the tax, but the addi
tional profit to these two compames. 

Senator Platt was a profound statesman. He was _not a ~an 
who spoke at random. He proYed himS~lf uvon _this occasiOn 
to be somewhat of a prophet, because It trauspired that ex
actly what he snicl would take place did tal;:e place, with the 
exception of the fact that when the tax was removed the trust 
forgot to take off the extra charge "l"l'hi~h it placed on to me~t 
it, and the price covers the tax when It existed and when It 
does not exist. . 

'l'hc Senator from Indiana [l\Ir. BEVERIDGE] disclosed a few 
days ago beyond all doubt, it seems to me,· that the extra tax 
which was placed upon tobacco in 189S ~vas transferred at once, 
without even the respect of delay wh1ch they ought to haye 

had for legislators, and that the consumers began to pay it 
immediately, have paid it ever since, and are paying it now. 

Yet while the interested American people are looking on, 
thinking that we are trying to get a tax upon wealth, we are 
solemnly engaged in putting this burden where it will not be 
confined to corporations, but will all be charged to those \yho 
deal with them, by adding the tax to the price or reducing 
wages.· . . . 

Mr. PAYNE who was then and still is a prominent factor in 
legislati>e a:ti:airs, a man of vast experience in such matters, 
when the time came to r~peal the portions -of the revenue tax 
of 1898, said : . 

It.is- true that there were two classes of -special ta:xation In the war
revenue bill. 'l'hese. ·were put .in by an amendment otrered in .the 
Senate, and when they came to the committee of conference they were 
acquiesced in. I remember making a remark at that time to my as· 
soclates on the conference committee that they knew and I knew 
that if this tax should ·be imposed the people who were e3:pected to 
pay It would simply put up the price of sugar and petroleum enough 
to reimburse themselves ·for the tax which they paid and allow them 
besides a handsome profit. No doubt such has been the case. I 
have no doubt that those interests that have been required to pay this 
·tax have collected from their customers .more tbau the amount which 
they have paid over to the United States in the form of taxation. 

President McKinley, in speaking of the repeal of the war
revenue act of 1898, insisted upon its repeal, for the rt::ason 
that it was apparent the great burden of these taxes instead of 
.falling upon wealth had fallen upon ·the great mass of .the 
. .American. people. · 

This tax which we laid for the purpose of meeting the ex
penses of war, and of a war which the Republican party was 
pledged to carry on to a speedy and successful termination, and 
which, .as soon as the war was over, we repealed for the pur
pose of relieving the burdens of the mass of the people, now, 
at a time of profound peace, we come back and put in the same 
place and in the same way, but more extensive and mort> bur
densome. I am not old in the senice of politics, and perhaps 
it will seem to some more trained in that business impertinent 
upon my part to say so, but when it is found· what the real 
effect of this corporation tax is and who will have to pay the 
-greater portion of it, and it is found that the Republican party 
in time of peace must lay this extra burden upon the mass of 
the people in order to sustain the running expenses of the Gov
ernment, .if we do not answer for it at the polls it will be be
cause the opposition party has [\bsolutely disintegrated. 

We collected in those three years $211,000,000/ It was a war 
measure. Wealth did not pay it. They were just asthoroughly 
exempted and protected by their process of transferring the 
tax as this bill would exempt the bondholders in this country. 
Without saying that it was drawn for the purpose of exempting 
them, admitting, for the sake of argument, with the President 
that it was legally necessary to do it, yet we are confronted with 
the proposition that this measure absolutely exempts those 
who can not. transfer the tax and taxes those who can transfer 
it to the consumer. 

In his opening speech upon the repeal of the war taxes, in 
December, 1900, l\Ir. PAYNE said: 

Of course, :Mr. Chairman, some may say why not put this tax di
rectly upon the express companies and telegraph companies 7 Well, we 
did consider that, but the express companies had a right to say to their 
customers bow much they ~ould charge for carrying packages from 
place to place and could eas1iy add the amount of the government tax 
to their charges. I know sometimes gentlemen will close their eyes and 
proceed blindly, as was the case In dealing with the tax on the Standard 
Oil Company and putting n ta:< on a sugar refinery, as was done. They 
for~et to consider that these taxes might possibly not rrffect the· com
pa;ies at all, hut the consumers; and a review of the history of the last 
two years shows what some gentlemen then autlcipa ted when the tax 
went ou in the Senate, that the companies not only got the amouut of 
the tax back, but that the companies got a little additional sum from 
their customers to enable them to swell their dividends. That was the 
le~islation iu tbu t regard. In other words, the tax in ali Instances 
se'eks the consumer, and usually, If not arrested in its progress. it finds 
him and forces him to pay the amount due the Government nnd a llttle 
additional also to help swell the dividends of the companies upon whom 
it was supposed the tax was levied. 

Again he says: 
This latter tax-

. Speaking of the tax upon insurances-
is paid almost entirely by the man :who r~cci.ves the insurance. The 
man wbo provides for t\le future of h1s .f~m1ly m. the ev!'ut of hls death 
by securing a life insurance or in prov1dmg an mdemmty for the fam
ily-for his wife and children in case the home should burn dow!l-was 
forced to pay this tax. 

In another place Mr. Payne_ .said : . 
H we impose this tax upon the express companies they. will slmpl_y 

add it to their rate of freight. • • • 'l'hey would s1mply put 1t 
back in additional charges on the people who send packages by exp.ress. 

Mr. 1\Ioody, who now occupies an honored position upon tile 
Supreme Bench. in discussing the tux states one of the >ices of 
the tax in a Yery definite and specific way. He says: 

The ad valorem weight of such a tax as is proposed here wquld be 
absolutely crushing to these small companies. 
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Referring to the express companies: 
Every one of the men engaged In this business with whom I have 

conversed has shown me that they could not continue their business. 
They could not endure a tax such as that proposed here and hope to 
operate the business which they have already built up. The whole tax 
has been annoying, vicious, and burdensome to the people when they 
deal with large companies, because the tax has been shoved upon them 
by the action of the companies, sustained by the opinion of the Supreme 
Court. In whatever form you leave It, the companies will still shove 
the burden to the people. To the small companies who have carried the 
burden themselves it has been a calamity, which, it continued, means 
destruction. 

Mr. President, that, to my mind, is one of the inherent vices 
of this measure. The great corporations, which do business 
upon a large scale practically without competition, where they 
can raise the price or lower the price in spite of the objection 
of anyone, may include this tax in their charges to the.Imblic · 
while the small company, composed of the small stockholder~ 
throughout the country, running into thousands and millions, 
which compose the common citizenship of the country, will have 
to pay the tax. So in the end it is the common citizenship 
throughout the country that must meet this burden from the 
beginning to the close. 

Mr. SUTHERLAND. Mr. President--
The PRESIDING OFFICER (Mr. DrxoN in the chair). Does 

the Senator from Idaho yield to the Senator from Utah? 
Mr. BORAH. I do. 
Mr. SUTHERLA.ND. The income-tax amendment which the 

Senator is in favor of proposes a tax of 2 per cent on the 
incomes of the same corporations, as I understand it. If the 
Senator's argument is sound with reference to the tax proposed 
upon the business of these corporations as measured by their 
income, and if the Senator is correct in saying that it will be 
shifted to the consumer, why will not the same argument apply 
to that portion of the income-tax amendment for wl1ich the 
Senator stands? 
· Mr. BORAH. I propose to discuss that later; but in passing 
I will say that any tax to some extent can be transferred to 
the consumer. But the income tax as drawn by us reaches the 
vast amount of wealth in this country represented by honds 
and interest upon bonds, fixed and settled incomes, where it can 
not be transferred. This bill is drawn so as to absolutely ex
clude those people. 

I do not contend that you can place all the burden of any tax 
upon the wealth of the country, and that is the reason why we 
should not be. so anxious to protect it by law, because it can 
protect itself to some extent under an)· bill that you will draw. 

But I want to call the attention of the Senator from Utah to 
the fact that under our amendment the untold millions of bonds 
·in this country would be called to pay their proportionate tax, 
while we have a bill here specifically exempting them from 
the tax. · 

l\fr. SUTHERI,AND. Mr. President--
The PRESIDING OFFICER. Does the Senator from Idaho 

yield further to the Senator from Utah? 
Mr. BORAH. I do. 
Mr. SUTHERLAND. If the Senator, however,• is right in say· 

ing that the tax imposed by the proposed amendment now under 
consideration would be shifted to the consumer, it ~ccms to me 
it can be equally true that that portion of the tax imposed by 
the income-tax amendment upon corporations will be likewise 
shifted. Why should not the Senator eliminate that portion of 
the income-tax amendment? 

Mr. BORAH. The Senator from Utah is acquninte<l with the 
fact that the first income-tnx measure, to which I gave my sup-· 
port in thi~ Chamber, uid eliminate it, but "·hen we were forced 
to confront the organized and combined efforts of those who in 
this country are determined that wealth shall· not bear its pro
portion of the burden, we compromised for the purpose of get
ting strength in this Chamber. 

l\Ir. CRA WFOHD. l\Ir. rrcsident--
The PRESlDI?\G OFFICER. Does the Senator from Idaho 

yield to the Senator from South Dakota? 
Mr. BOHAH. I do. 
1\fr. CHAWFORD. Would not the objection that a tax levied 

upon a great corporation cnn be passed on to the patrons of that 
corporation if it is a defect in this bill be a defect universally? 
In the State of South Dakota 11·e had, as in a number of '\Vest
ern States, a very active contest with reference to the amount of 
taxes paid by public-service corporations. 

We often heard the claim made that it made no difference if 
we did increase the amount of the taxes of the public-service 
corporations GO per cent or 100 per cent, we would simply be 
putting that additional burden upon the people, because the 
corporation could incrense their charges and recoup the amount, 
whatever it might be. If thnt be carried to its legitimate con
clusion, would it not follow that we had better remove all 
taxes from public-service corporations and great trusts, be-

cause, after all, when we put a tax upon them we are simply 
putting it in their hands to pass it on to their patrons, and it is 
ineffective so far us being a burden on them? 

1\Ir. BORAH. While the Senator docs not seem to appre
ciate the fact, he has submitted here a reason why everv Sena
tor ought to support an income tax and should oppoEe this cor
poration tax, because it does not lie within the ingenuity of 
man to place the burden of taxation, as it should be placed, with 
equal force upon wealth and consumption, in spite of anythin"' 
and all we may do. Our system of taxation is based upon th: 
principle that the incident t~ the tax finally reaches the low 
man, the bottom man, in this cruel and merciless system of 
ours. The only thing we can do is to mollify it as much as it 
is· possible to do, and we can only mollify it by taxing those 
things where they can not shift it. But instead of undertaking 
to tax things where they can not shift· it, we always exempt 
them from taxation and put it where they can shift it. 

Unquestionably the great trusts of this country have trans
ferred their taxes to the consumer. Unquestionably the great 
corporations of this country have transferred their taxes to 
the consumer to a very large and alarming extent. The men 
who do not transfer their taxes and can not transfer them are 
the uncounted holders of uncounted millions of bonds whom we 
ar~ exempting from this proposed law at the present time. 

1\Ir. JONES. Mr. President--
The PRESIDING OFFICER. Does the Senator from Idaho 

yield to the Senator from Washington! 
M1·. BORAH. I do. 
1\Ir. JONES. I should like to ask the Senator whether he 

believes it is possible to transfer ·an inheritance tax to any ex
tent to the consumer. Is not that a tax which can not be 
trunsferred to the consumer? 

·1\Ir. BOHAH. I do not think you cari. transfer an inheritance 
tax. Therefore I am thoroughly in favor of an inheritance tax. 
The only reason why I do not favor it as a national measure 
is because some 3G or 36 States of the Union have adopted it, 
and I would he~itate to take away from or embarrass the States 
in their power to collect this tax. I would not hesitate a mo
ment to say that I would support the inheritance tax in prefer
ence to this tax, although it is, in a _measure, double taxation. 

Mr .. JONES. Would the passage of a national inheritance 
tax take away from the States their right to tax inheritances? 

Mr. BORAH. Only in the sense that it levies an extra 
·burden and it is in the nature of a double taxation. It would 
not legally take it away. Of course we can tax inheritances as 
rr matter of law the same as the States can, if we have a 
mind to do so. 

1\Ir. JONES. Is it not also true that the inhel~itance tax 
levied by the States is comparatively small? I understand 
that the percentage is very low. 

Mr. BORAH. It is of course a matter of policy as to whether 
we shnll go into that field. I have no doubt that it is a fruit
ful field, and one which we should utilize. Whether we should 
leave it to the States, because of the great burdens which are 
piling upon them exclusively, or go there ourselves is a matter 
of policy. It renches, however, that class of propertv which 
can not :<!Jift the burden. • 

l\fr. JONES. It would meet very largely the objection the 
Senntor is making to this proposed tax. . 

:Mr. BORAH. It would. 
1\Ir. JONES. As well as the IJOssible transference of the in

come tax to a greater or less degree. 
l\fr. BOHAH. lt \YOUld. 
Mr. BEV~RI~GE. Will the Senator permit me a question? 

Is not the mhentance tax so just that even if it were double, 
by having both State and Nation tax it, still no injustice would 
be done? The person from whom the tux is tnken has ne1·er 
<'~'lrned a dollnr of it. It is giwn him by the grnce of the 
Government. Is not an inhcritnncc tax so profounclly just that 
if it were doubled or even tripled no injustice would result? 

1\Ir .. J?ORAH: ~l'l!at ~s tru.e, 1\Ir. President. I am not taking 
a pos1tlon agamst the mhentance tax at all. I wns just com
ing to the point of saying that the inheritance tax was one form 
\Yhich can not be transferred. I want tQ cnll the attention of 
the Senate to the fact, howe>er, that there are a great many 
people in thi~ country to-day enjoying incomes that they diJ 
not make a smgle dollar of; that they do not even furnish suf
ficient brains to take care of for any reasonable length of time. 
and haYe to 'have guardians appointed. ~l'hey ought to pny 
some of the expense of the GoYernment also. 

There are vast incomes that the people who arc enjoying 
them did not make any more than the unborn children mad~! 
the property of their parents. We saw an exhibition of this 
kind of incomes in the city of New York only a few days ago 
that reaus like one o! the chapters from Ferrero's Rome in .. ' 
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the time of Augustus. Yet ·we are made to enact laws here for 
the purpose of protecting that class of wealth when we know 
that already !Jy its ingenuity it protects itself beyond all 
human endurance. 

':\Ir. Preshlent. \vhen this tax was levied, in 1898, the express 
companies came out boldly and said, "You have levied a tax 
upon us; we notify you that we are not going to pay it; we 
will pass this tax without any hesitancy completely over to the 
people ·who do business with us." There was objection to it, 
and the question was asked, Is there no means or method known 
to ·the Jaw by wllich when u tux is levied upon a corporation it 
can be made to pay it? 

The consumer said, "Does -our·Republic furnish us no means 
by which we can compel you to pay that tax? We will try it." 
And so out of the .State of Michigan came a contest in which the 
specific question was raised as to whether that tax could be 
transferred to the consumer. I was interested in this question 
for the reason that it was my purpose, if we could do .so, to 
propose an amendment I was examining the s~bject ~ith the 
idea of introducing an amendment to enable th1s efficient and 
powerful publicity bureau to inquire into the question 
whether or not the tax was being transferred, and if the Gov
ernment found that it was being transferred under .the oleo
margarine case to levy an extra excise upon those who did 
transfer it. I said to myself, "If the laws of the country ·per
mit it why not put in here an amendment which will enable the 
men ,;.ho are going out to examine the matter of running corpo
rations to find out whether they nre paying it or whether they 
charge it up to the consumer, and if they do, to make that the 
base of action under the publicity bureau. When I examined 
this case I found the Supreme Court of the United States held 
that not only could they transfer it under that law, but it was 
not within the power of Congress to enact a law which would 
prevent them from transferring it; that we are powerless under 
our form of government to pre\·ent them from transferring this 
tax openly and boldly from themselves to the ~onsumer. 

l\Ir. President, I call attention to the language of the Supreme 
Court: 

But as we have said, though the correctness of the claim be arguendo 
taken' for granted. such concession does not- suffice to dispose of tha 
essential issues. They are that by the statute the express company Is 
forbidden from shifting the burden by an increase of rates, although 
such increased rates \Je in then:tselves reasonabl.e. As no express pro
visions sustaining the propositlODS are found lll the Jaw, they must 
rest solel:v upon the general assumption that because it is concluded 
that the ·law has cast upon the express company the duty of paying 
the 1-cent stamp tax, there is hence to be implied a prohibition re
straining the express company from shifting the burden by means of 
an Increase of rates within the lim!ts of what is re~sonable. In. other 
words, the contention comes to th_lS: that the act Ill question 1s not 
alone a.law·Jevying taxes and prov1dmg the means for colle~ting them, 
but is moreover a statute determining that the burden must urevocably 
~ontinue to be upon the one on whom it is primarily placed. The re
sult follows that all contracts or acts shifting the burden, and which 
.would be otherwise valid, become void. 'l'o add by implication such 
a provision to a tax Ia w would be contrary to Its Intent, and be In 
conflict with the g·eneral object which a law levying taxes Is naturally 
presumed to effectuate. Indeed, it seems almost impossible to suppose 
that a purpose of such a character could have been contemplated, as 
the widest conjecture would not be adequate to foreshadow the far
reachln~ consequences which would ensue from it. To declare upon 
-what p~rson or property all taxes must primarily fall Is a usual pnr
·pose of a law levviog taxes. To say wben and how the ultimate bur
den of a tax shall be distributed among all the members of society 
would necessitate taking into view every possible contract '\Vhich can 
be . made, and would compel the weighing of the final influence of 
every conceila'ble dealing- hetween man and man. A tax rests upon 
real estate. Can it be said that by the Jaw imposing such a tax it 
was i!ltended to IH'e\cnt the owner of real pr.operty fr~m. taking into 
consideration the amount of n tax thereon, 1n determining the rent 
which is to he exacted by him? A tax is i_mposed upon stock In trade. 
hlust it !Je held that the purpose of such a law IS to regulate the price 
at which the goods shall be sold, and re~train the. merchant therefore 
irom distl'ibuting the sum of the t.ax m the pr1ce charged for his 
merchandise? As the means b>· wh1~h the ~?urdens of taxes may be 
shifted are as multiform and as vanous as IS the power to contract 
Itself. it follows that the argument relied on if adopted would control 
almost every concl'iv<thle form of contract and render them void If 
thev had the result stnted. Thus the price of all property, the result 
of ·all production, the sum of all wagc3, would be controlled irre
vocablv by a law lening taxes, if such a law forbade a shifting- of the 
burden of the tax, ind m·oideil all nets which brouglJt nbout that re
sult. It can not be doubted that to adopt, by implication, the view 
pressed upon us. would be to nrtually destroy all freedom of contract, 
and in its finn! analyses would deny the ex1stence of all rights of 
propcrt,. And this becomes more especially demonstrr..ble when the 
nature "of a stamp tax "is taken Into consideration. A stamp duty Is 
embraced within the purview of those tnxes which nre denominated 
indirect and one of the natural characteristics of which is, although 
It mn:v' not be essential, that they are susceptible of being shifted 
from the person upon whom in the first instance the duty of payment 
Is laid. We are thus invoked by constru~tion to add to the statutes 
a prodsion fot·bidding all n~tCl)Jpts to sh.lft the. burden of the stamp 
tax when the natnre of the mdtrect taxatiOn 'vh1ch the statute creates 
.s~ggests a contrary infercn_ce. .And, in this connection_. although we 
have already called attentton to the consequences wh1ch must gen
erally result from the application of th~ doctrine conte'!ded for, lt will 
not be inappropriate to refer to certam of the provisiOns of the act 
now under consideration, which more aptly served to make particularly 
'manifest the consequences indicnted, thus perfumery, patent medicines, 
-and ronny other .articles are required by the stntute to j)e -~tumpe<'l by 

the owner before sale. The logical result of the doctrine referred to 
would be that the price of the articles so made amenable to a stamp 
tax could not be Increased, so as to shift the cost of the stamp upon 
the consumer. Yet it is apparent that such n construction o! the 
statute would be both unnatural and strained. 

The argument is .not strengthened by the contention that as the 
law has imposed the stamp tax on the carr!et·, public policy forbids 
that the carrier should be allowed to escape his share o! the public 
burdens by shifting the tax to others who are presumed to have dis
charged their due share of taxes. This argument of public policy, if 
applied to a carrier, would be equally applicable ·to all the otber stamp 
taxes which the Jaw lmi?oses. Nor Is the fact that the express com
pany Is a common carr1er and engaged In a business In which the 
public ·has an Interest and which is subject to regulation of .Importance 
in determining the correctness of .the proposition relied upon. Tlw 
mere fact that the stamp duty Is imposed upon a common carrier does 
not <'livest such .tax of one of Its usual characteristics or justly implv 
that the carrier is In consequence ot the law deprived ot Its lawftil 
right to fix reasonable rates. Unquestionably a carder .Is subject to 
the requirement of reasonable rates; but, as we have seen, no question 
of the .intrinsic .unreasonableness o:t the .rates .charged arises on this 
record or Is at !$Sue In this ~ause. As previously pointed out, to 
decide as .a matter o! law that rates are essentially unreasonable from 
the mere fact ·that their enforcement will operate to shift the burden 
of a stamp tax would be In elfect but to hold .that the act of Congress, 
by the mere fact of Imposing a stamp tax, .forbids all attempts to shift 
It, and consequently that the carrier Is deprived by the law of the -right 
to fix rates, even although the limit of .reasonable rates be not tran
scended. This reduces the contention back to the unsound proposition 
which we have already examined and -disposed o:t. (American Express 
Co. -v. Michigan, 177 P. S. Repts., p. 412.) 

Mr. SUTHERLAJ'\'D. Mr. President, will the Senator permit 
me to ask him a question right there/ 

The PRESIDING OFFICER. Does the Senator from Idaho 
yield to the Senator from Utah? 

Mr. BORAH. I do. 
Mr. SUTHERLA.l\'D. Mr. President, does not the argument 

of the Senator from Idaho, carried to its logical conclusion, 
prove altogether too much? If it is a valid objection to this 
proposed amendment that the burden of the tax may be shifted 
to the patron or to the consumer, is that not also a reason \Yhy 
we should repeal all existing taxes-state taxes upon common 
carriers und upon other persons who may likewise shift the 
burden? For example, it is perfectly clear that .when .a tax 
is inmosed upon a railroad company, the amount of that tax is 
shifted to the patrons .of the road. If the argument of the 
Senator be sound, why should he not go far enough to say that 
that tax should be repealed and that we should not tax rail
road companies or similar corporations at all? 

Mr. BORAH. Mr. President, bearing in mind that we have 
a Government which bas to be supported and that civilization 
depends upon the fact that we maintain a government rather 
than to follow the somewhat startling· suggestion of the Sen
ator from Utah [llfr. SuTHERLAND] and repeal all taxes, I 
should prefer, if I can, to put a part of the taxes where they 
can not be shifted. I do not want the Senator from Utah to 
forget that this contest in this Senate Chamber is not over the 
raising of a small temporary revenue, but it is over the propo
sition of whether we shall change the great principle of taxa
tion in this country and place a part of the tax where it can 
not be shifted to the common citizenship of the country. We 
are not goiug to go back, 1\fr. President, to the owls and bats. 
Rather than to say we shall not put a part of this tux where it 
can not !Je shifted, we shall continue this contest until the un
controllable wrath of the American people shall waken us to the 
fact that the great disparity between wealth and poverty in this 
country arises more out of our system of taxation than it does 
from the so-called "trusts." "·hen you can put all the burden of 
government in one place, it is not long before you have that con
dition of affairs, ·whether it is in a republic or a monarchy, where 
the great masses m·e bearing the burden and the few are living 
upon the efforts of the masses. 

Mr. President, to illustrate further, our system of taxation had 
its origin in the period of feudalism, when the tax .wa-s laid upon 
those, and those only, who could not resist th.e payment of it. 
That was the first tax under our present taxing system. The 
plan then was, as stated by a noted writer-and it was earnestly 
argued in those days---,that it was a proper distribution of the 
burdens of government that the clergy should pray for the 
government, the nobles fight for it, and the common people 
should pay the taxes. The first fruits of that system, and the 
first modification of that system, were had during that economic 
and moral conYnlsion which ·shook the moral universe from 
center to circumference-the French reYolution. Historians 
dispute to-day ns to the cause of the French revolution. If 
you would know the cause, you will not find it in the days trans
piring with the fall of the Bas tile; you will not find it in the 
days when Robespierre, drunk with human blood, leaned against 
the pillars of the assembly, as he listened to his own doom. It 
is back of that. It is in those immediate years preceding, when 
the burden of govemment hnd become intolerable, when the 
stipends paid to the miserable sa telliies of royalty had become 
criminal; wllen bureaucracy reaciled out into every part of the 
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nation and bore down upon the energies and the industries of 
the common man; and when. 1\Ir. President, 85 [Jer cent of that 
fearful burden was collected from the peasantry of France. 
which forced them from their little homes and farms into the 
sinks and <lives of Paris, where the French revolution was born. 

The history of taxation is well worthy of the attention of 
those who believe that, in order to maintain a republic, we 
must always have at the base of our civilization an intelligent, 
free, and, to some extent. an unburdened citizenship. No, Mr. 
President, we will not repeal all taxes; but we will distribute 
the burdens; though we may not do it this session, and I do 
not suppose· we will, we will do it before this fight is OYer. 

l\fr. President, I have called attention to that period when 
the revenue act of 1898 was before Congress. Certain news· 
papers of the country and, to a certain extent, all the great 
corporations without any exception, bitterly opposed that tax. 
They did not know how easy it would be apparently, not there
tofore having had a special tax laid upon them, to transfer it. 
'l'he main proposition of taxing corporations was defeated, but 
the amendment covering two classes of business went through; 
Of course certain stamp taxes were enacted which the corpora
tions were supposed to pay. Then they began this contest. 
They demonstrated tl.\e fact, as a practical proposition, that 
they could transfer it; they demonstrated, as a matter of law, 
that they had a right to transfer it; and they demonstrated, as 
a matter <if law, that there was no power in Congress to pre: 
vent the transfer. So to-day we are advised through news
papers that the great corporations in the land are saying,. "put 
on this tax in preference to the income tax." 

I do not want it to be understood that I am chm·ging that 
the I!'inance Committee has gone about this for the purpose of 
doing such a thing. They may stand upon the legal proposition 
that, ruther than submit another question to the Supreme Court, 
they would do this; but the result of the legislation is the same. 
Whether from one motive or another, the result of it is that 
the great corporations, controlling the great industries in this 
country, are standing side by side with the Committee on 
Finance in support of this_proposition in preference to the in
come tax. Why? Because they can transfer this tax; while 
that class of men, that. vast amount of wealth to which the 
Senator from Iowa [llfr. CuMMINs] called attention, can not 
transfer. 

Speaking of the decisions, Mr. President, and the idea of going 
to the Supreme Court again, I will digress to say just a word 
now, rather than later. It seems to me, with all due respect 
to those who suggest this proposition, that it is based upon an 
incorrect idea both as to the function of the court and the re
.Iation of the people to the court. It is a great tribunal; it is a 
tribunal having power to wreck or to sustain the Government, 
although without command of sword or purse. 

But, Mr. President, think of this argument: Away back, just 
after the Constitution was adopted, Congress put a tax upon 
what they ~en called "luxuries" or "wealth;" those who had 
carriages, and could use them for their own personal use. 
Wealth went to the Supreme Court of the United States and 
tested that proposition, and said that it was a direct tax under 
the Constitution; but the Supreme Court sustained the tax. 

We come down to the great civil war, and the fathers who 
organized the Hepublican party-Abraham Lincoln, Salmon P. 
Chase, Charles Sumner, and that class of men-again laid the 
taxing power upon the wealth of this country in the form. of 
tax on incomes. Wealth went again to the Supreme Conrt, and 
did what? Asked them to reconsider the opinion of fifty-odd 
years before, when they had settled and said what a direct tax 
was. The court passed upon it again. In a short time the same 
class of people went again to the Supreme Court; and, notwith
standing the fact that there had been a unanimous opinion as 
to what a direct tax wns. they again asked them to reconsider it. 

The next time those who were seeking to escape taxation, 
having three dE>cisions of the Supreme Court before them, they 
went a uain to the Supreme Court and asl{ed them to reconsider; 
and th~ Supreme Court, with thnt patience and broad minded
nesf' whi~h has nlwnrs charar.terized thnt great tribunal, agniri 
went carefully into the question, reviewed its former decisions, 
went into the history of the Constitution and its maldng. and 
again told the wealth of this country what constituted direet 
tnxes. Four times they hnd interpreted the Constitution by a 
unanimous judgment of the court; but still again they cnme and 
asked the Supreme Court to once more review its decisions. 
For nearlv one hundred years, beginning with those who wrote 
the Constitution of the United States, down until years after the 
clo~e of the grE>at war those WhO were SE'eking to escape taxa
tion went again nnd again to the Supreme Court, and in the 
face of those decisions, unanimous as they were, asked for a 
review and a reconsideration of the question. The Sup1·eme 

Court, wit·b patieuce and care. examined the subject again in 
all its ramification&. Time passed on, and in 1894 another law 
wns enacted taxing the incomes of the country, and notwith
standing the th-e decisions of the Su1JremP. Court defining a 
direct tax, the untaxed wealth and the untaxed Incomes of this 
C(!Uiltry traveled their way to the Supreme Com·t again and 
asked the Supreme Court to review th·e unanimous decisions as 
to what is a direct tax. They succeeded in what? By a bare 
majority of one, agninst the decisions l)recE>ding, they succeeded 
in establishing a different rule of interpretation.. As to that de-. 
cision 1\lr. Justice White said: 

My inability to agree with the court in the conclusions which It h~ 
just expressed causes me much regret. Great as Is my respect for any 
view by it announced, I can not resist the conviction that its cpiriion 
and decree in this case virtually annuls Its previous decisions· In regard 
to the powers of Cong1·ess on the subject of taxation, and is therefore 
fraught with danger to the court, to. each and every citizen, and to. the 
Republic. · · · 

As to that decision these are searching words of Mr. Justice 
Harlan: · 

In my judgment, to say nothing of the disregard of former aMudlca
tlons of tbls court and' of· the settled practice o! the Government, this 
decision may well excite the gravest apprehensions. It strikes at the 
very foundation of national authority, in thnt it denies to the General 
Government a power which is, or may become, vital to the very e:tist
ence and preservation of the Union in a national emergency such as 
that of a war with a great commercial nation, during which the collec- · 
tion of duties upon imports will cease or be materially diminished. 
• • • The decision now made may provoke a contest in this country, 
from which the American people would have been spared If the court 
had not overturned its former adjudications and bad adhered· to the 
principles of taxation upon which our Government. following the re
peated adjudications of this court, has always been administered. 
Thoughtful, conservative men have uniformlv held that government 
could not be safely administered, except upon principles of right, justice, 
and equality-without discrimination against any part of the people 
because of their O't'-.-ning or. not ownin!r visihle propprtv. or hP-cau~ of 
their having or not having incomes from bonds and sto'cks. But by its 
present construction of the Constitution the court, for the nrst time 
in all its history, declares that our Government has been "o framed 
that in matters of ~xation for its support and maintenance those who 
have incomes derived from the renting of real estate or from the leasing 
or· using of tangible property, bonds, stock, and investments of what
ever kind, have privileges that can not be accorded to those having 
incomes derived from the labor of their bands or the exercise of their 
skill or the use of their brains. 

Since that bare majority of one has been obtained, Senators 
urge that the great masses of· the American people; who are 
asldng to have this tax burden distributed, slmll not go again 
to the court to have that question considered, out of a mere 
delicacy of consideration for that tribunal. 

Mr. President, that great tribunal, whose judgments and de
crees deal with the destiny of 46 sovereign Commonwealths and 
with all the plans and purposes of a great Nation, within whose 
jurisdiction are found the rights and liberties of the humblest 
citizen, and the complex and ever-haunting problems of state 
and national sovereignty, can not be too jealously guarded {)r 
profoundly honored to suit me. If we differ upon that question 
we differ only as to the method of making known our respect 
for its power and our concern for its continued usefulness and 
honor. As a citizen, I bow uncomplainingly to its judgment; as 
a lawyer, I seek its d'ecisions as the wisest and most profound 
expositions of the law to be found among our own people or 
elsewhere, controlling and authoritati\·e, not simply because 
the Constitution mnkes them so, but becnuse of their learning 
and research and wealth of reasoning; but, sir, as a lc;;islator, 
sworn to uphold and maintain the Constitution, pledged to pre
serve ·it· in all its integrity of purpose, I i:nost respectfully sub
mit that I am not precluded from carr,l'ing to that tribunal for 
its reconsideration a question upon wt!ch they were all but 
evenly divided. Where great and powerful intellects tt·ained in 
constitutional law, ench determined to arrive at a sound• and 
righteous conclusion, differ by a bare margin of one, and by 
such difference overturn the precedents and practice of a 
century, and by such ditrerence overturn the precedents upon 
which we had collected miliions from the American people and 
fought the gi·eat battles of the Union, who ~·ill tell me that 
under such circumstances it is an assault to the dignity of the 
court or an undermining of its confidence to ask it again to re
consider thnt question? 

l\lr. President, the mere change of opinion upon a specific 
question of law submitted is a sn1all item to mar tile confidence 
of the people in that august body. Our confidence is best as
sured and most definitely determined when it is ascertained 
that although specific errors may creep in, errors which are 
human, the inhE>rent bent of its innate strength and virtue, 
the compelling power of its inteliectual integrity are to correct 
those errors, so that, in the wide sweep of the years, its judgments 
may stand the test of"reason und the strain of time. Sir, I 
honor tbnt tribunal by oppenling to its great pntience, its tol
erance, its willingness so magnificently exhibited upon scores 
of occasions to reexamine its own opinions. Let us do our 

/ 
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cerned, there is practically no limitation upon the power to 
levy a tax, except that of uniformity of apportionment and of 
exemption of exports; that the classification, the purpose, the 
object, the. burden, the oppressiveness of the tax will scarcely 
he examined into by the court. That gives us a power which it 
is wholly unnecessttry to limit as it is limited in this· amend
ment, if you are going to levy that kind of a tax at all. While· 
I make. that statement, I submit there are some limitations, 
however, upon a free government outside of anything that is 
wtitten in the Constitution. There· are limitations beyond which 
we can not go as fundamental principles· inherent in. a repub
lican form of government. I do not believe. that we can exercise 
these powers arbitrarily to the full limit and bent of our mind' 
I am perfectly willing to say that we can exercise them to 
the limit which Congress will in all! probability ever go. But 
remember that the Supreme Court has said that "when we con
sider· the nature and theory of our institutions and Government, 
the principles upon which· they are supposed to rest, and review 
the history of their development, we· are constrained to conclude 
that they do not mean to leave· room for the play and action of 
purely personal and arbitrary power anywhere within the Gov
ernment" 

Mr. CRAWFORD. Mr. President--
The VICE-PHESIDENT. Does the Senator from Idaho yield 

to the Senator from South Dakota r· 
Mr. BORAH. I do. 
Mr; CHA WFOHD. Mr. President, as I unclerstaud the drift 

of the· Senator's argument, then, it is based mainly upon what 
he regards as. the inherent injustice of the discrimination in this 
amendment in that it is confined to corporations?' 

llfr. BOHA.H: That is one of the objections; but that is the 
slightest objection, in my judgment The great objection is 
that it reaches a class of people, burdens a class of· people who 
are already overburdened with taxation, and does not reach the 
class of people who ought to pay the tax and who ostensibly we 
seek to reach. 

Mr. CRAWFOHD. We will take it, for instance; in the 
manufacturing industries of the United States. There has been 
quite a strong element-not so large numerically, perfulps, but 
quite a positive element-in this Senate which from the begin
ning has voted against an increase in. the, tarilf rates· and in
sisted upon a reduction of rates, because· the rates, perhaps. it 
was thought, were unduly favorable· to the great manufacturing 
interests of this country, most of which-practically all: of 
which-'-are conducting busfuess. in corporate form. I suppose 
the manufacturers of iron, of steel;. and of cotton textiles, and 
in different lines of industry, as a rule, are doing business in 
corporate form and are reaping the benefit of the protective 
principle that .is being applied to them~ Now, is· it an unjust 
discrimination, is it unfair, and is it inherently unfair and un~ 
just that they should have this law applied to them, whereas au 
ordinary individual following a personal occupation as an indi
vidual should escape from it? 

Mr. BOHAH. Well, liir. President, in the first place, of 
course all the people who receive the benefit of the protective 
tariff in that way-if it is a benefit-are not corporations, and 
we should reach all who receive it, when there is no legal objec
tion to reaching them, if we are going to reach any. 

lift". CRA. WFOHD. As a rule, they are corporations. 
Mr. BORAH. As a rule, they are. I presume that is true; 

but that is not true !IS a whole. 
The second proposition, to which I call the attention of the 

Senate, is that we do not get that surplus when we levy this 
tax. They just turn around and, after they get the benefit of 
the protective tariff, they add to the price the tax which we 
levy upon them, and the people pay that also. 

l\Ir. CRA WFOHD. Will the Senator permit me to ask him 
another question? 

The VICE-PRESIDENT. Does the Senator from Idaho yield 
to the Senator from South Dakota? 

Mr. BORAH. I do. 
Mr. CRAWFOHD. How, then, is it of any avail whatever 

for a State or the Federal Government, or any municipal body, 
to impose a tax on a corporation in any form, for, if the Sena
tor's statement is true in part, it is true entirely, that they can 
always pass it on? Why not, as was suggested by the Senator 
from Utah [llfr. SuTHERLAND], remit all taxes entirely from 
corporations because they can pass them on? 

Mr. BOHA.H. Let me ask the Senator from South Dakota a 
question. Why not, instead of remitting it, tax those who get 
it and can not shift it? 

Mr. c·RAWFOHD. My answer to that, Mr. President, is that 
I will stand with the Senator from Idaho and do it if there is 
any prospect that we can do it effectually, because I agree· em
phatically with the Senator from Idaho that Ute ideal taxation, 

when it is all analyzed, is the general income-ta..~ proposition, 
but because I. can not have that, I do not quite agree with theo 
Senator from Idaho that we shall not go as far as we can< 
effectually here, within the limits admitted to be constitutional;. 
and reach the corporations that we can require ·to pay-that is 
the only dilference between the Senator and me-and keep mr 
fighting for· the general income. tax just the same. 

Mr. BOHAH. In other words;. the Senatm· rather than to 
breach; the ruie of courtesy which·. would pass this great ques
tion up to the Supreme Court, rather than to tread upon that' 
delicate ground, so called, would continue to levy this tax upon 
those who· are· now bearing; the burden,. would continue· to leave 
the· burden already there, and then. levy marC!. Why wouldc it: 
not be better to. consider a. little the interests of the· people and; 
not quite so mnch the dignity of the court? 

Mr. CRAWFORD, M11. President, that is· not quite so, be
cause--

Mr. BORAH. It is getting practically close. 
Mr. CRA. WFORD- If I understand. the Senator from Idaho 

and the Senator· from. Texas;. the ability of each being acknow:l>
edged without reservation upon legal propositions, it is that 
the law:· proposed here in the form of this' amendment is con~ 
stitntional. 
Mr~ BORAH.. But do not overlook the fact--
Mr .. CR,A,WFOHD. Now; if the Senator will simply permit 

me to finish-· -
llfr. BOHAH. Just let me interpose this suggestion: Do not 

overlook the fact that the Senator· from '.rexas and the Senat01: 
from Idaho also insist that the income· tax is constitutional. 

Mr. CRAWFORD.. That is true; but while· they also insist 
upon that, they must admit the fact that there stands, I think, 
an unfortunate decision, but. there stands, nevertheless, a de· 
cision of the Supreme Court of the· United States, which to-day 
is stare decisis, to the effect that such a law· as, I admit, I 
should like to see the established law of the land, is unconsti~ 
tntional; while here· is a proposition which lawyers of eminent 
ability say, without much difference of opinion, is constitutiona~ 
which they believe has excelleht merit in it; and the question 
is, Must we throw this away and try to get what is of question
able attainability? That is the proposition whi'ch, it seems to 
~h~ . - . 

Mr; BORAH. Well, there is much in the attitude of the Sen
ator,, if he believes that the decision of the: Supreme Court of the 
United States is• conclustve. 
Mr~ CHA WFORD. Until it is changed. . 
Mr. BOHAH.. But there is nothing in the position of the 

Senator, if he concedes that it is not conclusive; and certainly 
the Senator, as a lawyer; will agree with me that no decision, 
rendered, as that was, by a bare. majority of one in the face 
of a hundred years of precedents, can. be considered as con· 
elusive .. 

Mr. CHA WFOHD, Mr. President. I think if I had been a 
member of that court, as I am sure the Senator from Idaho 
would have done if he had been: a member of it, I would have 
sustained the law as constitutional. 

Mr. BOHAH. If ever I am President, the Senator will have 
a chance to go there. 

J\Ir. CRAWFORD. Thank you; but it has been decided in a 
judicial way by the court, empowered finally to speak, to be 
unconstitutional; and we have got to act here, in passing upon 
these two amendments, with the· principle of stare decisis 
against us, which before was in our favor. 

Mr. BOHAH. I call the Senator's attention to the fact that 
when the court decided the Pollock case the rule of stare 
decisis was eliminated from the jurisprudence of this country. 

Mr; C:RA WFORD. I hope uot. 
Mr. BOHAH. It was; and they said they would not be 

bound by those precedents simply as precedents. Mr. Justice 
White, in that powerful dissenting opinion of his, which has 
never beeu answered. and never will be answered, called their 
attention to the fact that, even aside from the original propc 
osition, the question of stare decisis ought to settle the 
matter .but the court said, in substance, we '\\ill examine the 
subject again regardless of that proposition. 

1\Ir. CARTER J\Ir. President--
The VICE-PRESIDENT. Does the Senator from Idaho yield 

to the Senator from Montana? 
Mr. BORAH. I do. 
Mr. CAHTER:. The position taken by the court, to which 

the Senator refers, constitutes; to my mind, the most powerfully 
persuasive argument in favor of the reference of the con" 
stitutional amendment here pending to the several States. I 
regard the settlement of the power-- .. 

1\ft•. BORAH. I hope the Senator will not make a speech, 
though I am always interested in. what the Senator says •. 
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)Jr. CARTER I shall not interpose if the Senator does not 

desire; hut I wi~h to ~tate my position if he will permit me. 
I re~anl the establishment of the power of the Federal Gov

ernment to levy an income tax us of infinitely greute1' im
portance than the revision of the tariff or the present deter
mination of any basis of taxation. If, as the. Senator ayers, 
the doctrine of stare decisis has been practically abandoned by 
the Supreme Court, then I ask the Senator how anyone can 
expect that a re\·ersal of the Pollock case will permanently 
settle the power of Congress to levy an income tax? If a 
crisis, which I hope will ne\·er come, but i·hich we may with 
]lrtHlence anticipate, should arise where an income tax would 
be necessary to the preservation of the life of the Government, 
might not a Supreme Court ten, twenty, or thirty years hence 
1·eturn to the doctrine of the Pollock case? I think, in the 
midst of that bewildering condition, it is infinitely better for 
us to refer the constitutional amendment to the several States, 
so that the question involving the power of Congress to levy an 
income tax may be forever and effectually put at rest. 

llfr. BORAH. llfr. President, I am going to discuss in a few 
moments that identical proposition, b,ut I am going to digress 
now to make a suggestion in answer to the Senator, us it is in 
the line of my remm·ks. . 

I will my, in passing, that is the only virtue in supporting a 
constitutional amendment in connection with the proposition of 
submitting the question to the court. But I do not want the 
Senator to overlook the fact that when we go before 46 States 
in this Union to make this fight and turn our backs upon the 
Supreme Court of the United States, we have sacrificed one of 
the most important points of prestige in this contest. I will 
come to that in a few moments. I am perfectly 11illing, I will 
say, however, to join in any effort to gather up all the threads 
in order to make final the success of the income tax; and for 
that reason, und~r certain conditions, I would support the reso
lution to submit to the several States an amendment to the Con
stitution. 

Mr. President, coming back to where I left off awhile ago, I 
can not leave the speech of the Senator from Massachusetts 
without quoting a little further. 1\Ir. Allen interjected a 
question during the discussion of the bill: 

ll1r. ALLE:><. 1 should like to ask the Senator if the patrons of these 
corporations will not have to pay the tax 7 The tax imposed on them 
will be simply added to the price of the article and the consumer of the 
article will have it to pay. . 

1\Ir. LODGE. Does not the Senator see that the partnerships, which in 
the shoe and leather industry are quite as numerous, and I think more 
numerous, than corporations, would not have to pay anything and there
fore they would not add it and they would cut the business right out 
from under those other people? 

Senator Spooner then interposed to say that that would not 
probably be the result, but that when the corporations raised 
prices to meet the tax, the partnerships, instead of cutting under 
that, would raise their prices to the prices raised by the corpo
rationR, aucl add that much to their dividends, which would 
probably be the true result. Mr. Gray said: 

Mr. GnAY. Jlfay I ask the Senator from Nebraska a question? 
Mr. ALLEN. Certainly. 
Mr. GnAY. Why does the Senator want particularly to lay a tax on 

the patrons of this shoe factory, who, I presume, are largely the men, 
women, nnd children who wear shoes. 

Again, l\fr. Allen said in another place: 
It is a universal truth that this tax, levied in the first instance on 

the particular individual or partict:lar corporation or partnership manu
facturing these articles, must fall upon the millions of consumers of the 
articles. 

The Senator from Massachusetts [Mr. LODGE], in concluding 
his speech-and it is a gem and meets the whole controYersy in 
a paragraph, and at least it needs a little explanation before 
we are called upon to vote upon this measure; it is a part 
of the history of the discussions here; it stands tmanswe1·ed 
to-day; and I want, before I cast my vote, to know whether or 
not those who deb a ted this question in 1898 were in error, not 
as to its expediency but us to its principle-the Senator from 
l\Iassachusetts said: 

It is re:1lly a blind effort to strike .nt those people who arc supposed 
to be \'Cry riCh and are supposed, qmle erroneously, to be gathered to
gether iu corporations. J\fost of the people who are· gather~d together 
in corporations are in renlity persons of small means who Will feel this 
tax severely. You will not catch the great mlllionaire as you desire in 
this wny; but you will take from the States their normal sources of 
revenue and you wlll throw back on the homes of the people-on the 
farmer, on the man who owns a small house and who has his small sav
ings-you will throw back on his shoulders the burden of state and 
municipal taxation nnd your great millionaires will escape readily 
through the clumsy net which you nre trying to drnw about him. 

Ilfr. President, if that was true in 1898, it is true in 1909. 
It was the statement of a fundamental principle, with reference 
to this kind of taxation. If it is true, then is the Republican 
party, in the midst of profound peace and at a time when we 

are enjoying national deYelo11mcnt and growth, ready to-day 
to put this $GO,OOO,OOO or $100.000.000 as an extra burden upon· 
the sma]] farmer, the man who has saved a little and put it 
in stocks, the people who buy shoes, an<l the reople who buy 
things to eat and buy things to wear? It is not a question 
alone of raising some re>enue; it is a question of finding where 
this burden already rests and relieving it, if we can, if not by 
some system of taxation, then by imperative reduction -of the 
expenditures of this Government. 

The Senator from Maine [1\Ir. FBY'E], during that debate-:-· 
the veteran Senator, whose life has been consecrated to an un
selfish devotion to the public interests, one, in my mind, of the· 
proud characters of American history of these latter days, a 
man always unselfish in his service, high-minded in his pur
poses, never a demagogue and never a radical, which some 
people have come to think is about the same thing-said: 

Mr. ;'resident, I think the bill has gone 11 good deal further than is 
reasonable and proper. Illy judgment ls that this action imposing a 
tax upon corporations ought to he entitled, "a b!ll for the encourage
ment of enlistments in the United States Army," for I fully believe 
that if it 11ecomes a law there will be 11 million men In the United 
States out of work or with wages so reduced they would prefer service 
In the United States .Army to service in manufacturing corporations; 
If the tax is imposed, It will fall upon the workingmen because the 
mills must either stop or else they must reduce wages. 

The Senator goes on at length and shows that a vast number 
of these corporations in his section of the ·country were so 
situated that they would not be able to or would not pay the tax 
without reducing expenses, and to reduce expenses meant, of 
course, to cut wages. While I am not going to read his speech 
in full, I again invite the Senate and those who are fearful of 
the fact that they may not be standing with the party when 
they refuse to support this amendment that they are well within 
the lines long established by the leaders of the Republican party 
in this Senate Chamber. 

Senator Platt, of Connecticut, said: 
llfr. President, this corporation tax is unjust as well as unnecessary. 

It is unjust for many reasons. It is unjust because it discriminates 
between persons carrying on the same class of business. * • * 
Corporations have become to a great extent in this country cooperative 
societies and nothing- more. \V~en you put a tax up_on all corporations, 
large and small-ra•lroad, hankmg, express, and the like-at the same 
time trading corporations, small manufacturing corporations, corpora
tions engaged in agricultural proceeds, you put a tax upon the co
operative energy of the people of this country. * * * When you 
come to lay a tax upon all corporations it should not be forgotten that 
of the corporations in this country more than one-half In number are 
small, made up of persons who are putting their sklll and energy to
gether just as much as they are their capital, as capital Is, indeed, to 
a large extent their skill and energy, and that when you are seeking 
to lay your hand heavily upon corporations because it is believed that 
some corporations have grown wealthy and conduct business In a way 
which is not sanctioned by the common judgment of mankind, yon are 
at the same time laying a heavy hand upon these most beneficent cor
porations. 

That is the vice of this amendment. The small corporations, 
as I said last evening, in a competitive field, where they can not 
change their prices, made up of the small citizenship of the 
country in the humble walks of life, will have to meet this tux; 
but the great corporations will deal with prices us they will, 
they will raise prices when they desire, they will incorporate 
every dollar of this tax, and the consumers of the country will 
have to pay it. 

Senator Spooner said: 
1 admit it may tax the property, but may it tax the franchise? Ig 

it not, in other words, the instrumentality employed by the State for a 
public purpose, and is it not true that the power upon the part of the 
United States to tax, if at all. involves the power to tux it out of ex
istence, and-1 do not say that the power does not exist, hut If it does 
exist, to be exercised without limit, and it may be exercised without 
limit if it exists at all-may not the Federal Government dismantle the 
States so far as corporate instrumentalities are concerned? * * • 
If Congress may tax that, may it not destroy it7 [Referring to cor
porations.] What I want to get at is where be would draw the line in 
this congressional tuxation of state franchises, of property except ns 
the franchise is property. Within the unlimited right to tax such 
franchises, can it not destroy? I say here It is entirely competent for 
Congress to tax property. Nobody questions that. ~'he question Is 
whether Congress can any more tax the property, the right to be of the 
corporation, than the State can tax a federal corporation. 

1\Ir. President, I call attention now to the language of Judge 
Cooley: 

A tax on a corporate franchise may or may not be just or politic. 
If the business is one in which corporations have a monopoly, a tax on 
their franchise, howe>er heavy, would not be burdensome because the 
result would only be to add to the cost of whatever the corporation 
supplied to the public, so that the tax would really be paid by the com
munity at large. If, on the other hand, the business is one open to 
free competition between corporations and individuals, and in respect to 
which corporations would enjoy no special privileges or advantagrs, a 
tax upon the privilege of conducting a business under a corporate or
ganization would be wholly unreasonable and unjust, because it would 
give indh•iduals and partnerships an advantage in the competition, and 
their competition, keeping down prices. would prevent corporations 
from indirectly collecting any portion of the tax from the public and 
leave them to bear the whole burden of a demand which, under such 
circumstances, must prove ruinous. 
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a charter .to tax the people to the extent of ·4u per cent, that 
they should pay the United States Gm·ernment at least 1 per 
cent or 2 per cent upon their gross receipts. 

l\fr. BORAH. 1\Ir. President, I so radically disagree with the 
Senator from Nevada [l\Ir. NEWLA.NDS] as to the effect of a 
protecti">e tariff that I do .not see :any common .ground upon 
which 'ive can discuss that: proposition. Even if the ·.Senator's 
premises with reference to the working of :the protective :tariff 
were correct.:_and I deem them to be entirely incorrect-! think 
we still would not get the profit in the;manner of which -the Sen
ator speaks. But we are ·so far apart with reference to the 
premises upon which the Senator argues that I think I need 
not.go_into a:tariff discussion at this time·for·fear we may .have 
se•eral roll calls before we get ·through. 

As I said, I have called attention at ·considerable length ·to 
.the position of my party upon the corporation tax. I am not 
going entirely into the history of the party upon ·the .income 
tax; but I want to briefly call attention to it, and·then·pass on 
to this bill. · 

In the .first place, :I do not claim that an income 'tax .ifl a 
panacea .for all .the evils that afllict the race.. I do not claim 
that it will adjust all the iniquities of taxation. I only claim 
that it will .reach truit class .of wealth which to-d!!Y does .not 
in my judgment pay its proportion of taxation, and will reach 
that class of wealth which .. can not· shift the tax to the con-
sumer. , 

It has been said manY times that the income t..'l.X ·should be 
regarded purely as a war measure; that _it was regarded .by 
the Republican party as a war measure; aud that it .was re
pealed after the war closed because .it was regarded as a .war 
measure. In my judgment, in the light of history, that is an 
incorrect interpretation of the facts. It was repealed.in .1870. 
It was repealed after a vigorous protest upon the part of tlie 
very greatest leaders of the Republican party. .It was repealed 
by a bare margin of one \Ote. It was repealed at a time when 
Sherman, .Morton, Garfield, McCreary, Howe, and all that class 
of men were standing forth in its defense, not as a temporary 
war measure, but as a permanent part of the revenue system of 
the United States. .The men who had seen it in operation, who 
. knew how .it was .administered, who knew the effect of .its 
administration, and whose :power to judge .can not be ques
tioned, insisted that the repeal of ·the income tax was unjust, 
as l\Iorton said, to the great mass of the .Ameriean people. You 
will look in vain through the arguments of those men to find 
an argument sustaining it upon the the01·y that it should be 
used only in times of stress. 

It was repealed, 'J\Ir. ·.President, by means of that power, of 
that influence, regardless of party lines, which has stood like .a 
solid phalanx against its reenactment. It was .repealed because 
of the fact that there were those who belie•ed that it was bet
ter to levy .the entire burden upon consumption than to levy 
any part of it u11on wealth. What the reason for belie•ing it 
was I will lea\e for those to judge who care to look into the 
debate. 

'1\fr. 'llrcCreary, at the time of its repeal, said: 
J'lir. Speaker, there is another consideration which, to my mind, is 

entirely conclusive against the abolition of the income tax. 'It is the 
only mode by· which a large part of the wealth of this country can be 
taxed at all. ·• • • Abolish the income tax and the man who has 
his fortune in those bonds, and so forth, will continue to receive his 
Jnterest .and contribute nothing to ·the support of .the Government, 
either state or national. 

General Garfield said: 
Whenever ·a man terminates his active career in life and becomes a 

mere capitalist, living upon the profits of his wealth invested in some 
permanent form, that man's .income should pay a tax. 

Senator 'Morton, of Indiana, ·said: 
If the wealth is in the hands of the few, there is -where the tax 

should come from, because they have got it. 
·Senator. Sherman said: 
But there is ·another thing in a popular government like ours which 

Senators should not forget. Tiley haye heard t~e clamor raised about 
our ears by tbe newspapers nnd by men whose mcomes nre large, but 
when' you get down to til~ !'olld basis of even-handed justice yo_u will 
find that all writers on political economy, as well as our own sentiments 
of what is just and right, teach us that a man ought to pay taxes 
accordin" to his income. The income tax is the only one t!Jut tends 
to equaliZe the burdens between the rich and the poor. 

J\Ir. President, I would not, if I could, lay all the tax upon 
the rich. :1 would not, if I could, place all the burden there. 
And I want it understood, once and for all, that my plea is not 
to oppress wealth, but for equality of burdens, as·senator Sher
man said, between the rich and the poor. Who will deny that 
as a fundamental principle upon which to build Republican 
institutions? 

It should not be overlooked that the repeal of the income 
tax was opJ.'>OSed by some of the greatest leaders the Republican 
party has ever had. Among them were Allison, Hale, Davis, 

Hoar, Howe, l'lforton, Sherman, and tbe others -whom 1: have 
named. .If I remember correctly, recurring now to memory, 
the veteran Senator from Illinois [Mr. CULLoM], now occupying 
an honored seat in this Clmmber, was in Congress nnd .also 
TOted against the repeal of the income tax-a man ·who ;.hru; 
given all •the years of his life to the service of his Common
wealth and his Government, and who has nothing to show .at 
the close in the :way.of .personal gain or conwnience except .the 
high honor of an untarnished name .and a .faithful discharge 
in every crisis of public duty. . ·.·' 

It .will not do to . send out through the .newspapers of this 
eountry, .as .I -saw published in one this morning, that the ajl
vocates-of an income tax are enemies of,_great wealth. They 
are men advocating a 1Jrinciple as old as the ·party itself and 
older than .the party by nearly fifty years. It was advocated 
by ·men ·who 'helped to ·preserve the 'Union ·and maintain the 
flag, and who ·fought for the·continuation of tbis great,·~omlti
tutional ·Government ·whieh protects the ·'l.'ights of ·all 'Citizens 
.regardless ofwhether·they nre·rich or.poor. · · 

'You can not long blind the eyes of·the Ametlca.n people. . 'Yon 
can not always make them , think ·tba:t ·it is a ·war upon ·wealth. 
We repudiate it and -say ·that itJs:equally between consumption 
and ·wealth, the rich and ·the poor, nothing more. 

Senator Morton,-of Indiana, at the close of the debn:te said: 
Mr. President," I was·not -surprised at tbe·vote·we had here'this morn

Ing. I have.expected .it for S<lme·time;but :I regret it deeply. ,I regard 
it as a. mistake on every point of view, .whether·we consider it.ln regard 
to public sentiment, whether we consider it in regard to public justice, 
whether we consider it in regard to what is due to the great mass or 
the people, and espech1lly •to ·the great mass of :the poor pe<JillC of this 
.country. I regard it as .a mistake .and .as a great mistake. 

.Mr .. DR.AXE. A .blunder. . 
Mr. ·MoRTON. Aye; it is a blunder, ·and thnt in politics is called n 

. " crime," ·but I will. not so designate .it ·this ·IIlOrning. That -would not 
be ·l'espectful, but •ldo·des!gnate !t.as a ".blunder," nnd such·:n one ns 
legislators. rarely comnilt. 

There is about the last word spoken in behalf of that .great 
principle, .at the time it was taken from .the statute books of 
the United States, and ·all the burden of .government, the rem
nant expenses of a great war .turned over to be paid, with the 
great incomes of .this country absolutely exempt from that .hour 
~lliL . 

.Mr. President, just a word with reference .to the publicity 
feature of this .amendment .. In the first place, the .income tax 
supporters would be perfectly willing to insert in their bill any 
provision which the ingenuity of the great constitutional law
yers could draw ·which would be just as efficient, just as service
able for the public as the· one which we have in this bill. 

Second, this question arose after so much discussion about 
the publicity 'feature of the bill. I invite the attention of the 
Senator from New York, whom we all recognize to be the leader 
of the American bar, and no greater intellectual . crown was 

· e'l'"er placed upon a man than that of being the leader of :tbe 
proudest of the J)rofessions, I ·ask him what are you .going to 
do with this datu which you .gather under ·this publicity clause. 
with reference to all the corporations. doing intrastate business·? 
What use are you going to make of it? Is the National Gov
ernment going to undertake by the taxing power to control the 
corporations engaged in intrastate business? 

Mr. President, in tlie Sugar case, decided-in One hundred and 
fifty-sixth United States, they had all the publicity data .they 
needed. They ascertained beyond question that they had control 
of 98 per cent of the sugar refining in the United States. They 
:ascertained that they had incorporated and purchased other cor
porations for the purpose of making that monopoly. They had 
all the.facts. The case was presented to the Supreme Court of the 
United States, and notwithstanding commerce was an essential 
element of the business, the Supreme Court of the Unitetl States 
said, "This is something with which we can not deal," and tile 
greatest and most flagrant and infamous criminal in the indus
trial life of this .Nation went unscotched. 

What are yon going to do with )·our datu? Let it mildew in 
the pigeonholes of the departments? Who would pay any at
tention to the publicity facts brought out by this bill? Suppose 
you were going to buy stock in a corporation, would )·ou take 
the statement of the men interested in those corporations and 
filed here in the department as to how much their stock was 
worth, their income, theit· expenses? Yon would not cn~n pro
ceed upon that as a business proposition. 

But, 1\Ir. President, that is not all. We recall the fact that 
the President of the United· States in his message· said : 

Another merit of this tax is the federal supervision which must he 
exercised in order to make the law effective over the annual accounts 
and business transactions of nil corporations. 

The federal supervision over. all corporations: 
While the faculty of assuming a corporate form has been of the 

utmost utility in the business world, it is also true that substantially 
all of the abuses all.d all of the evils which have al·onsed ·the public .to 
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the necessity of reform were made possible by the use of this very 
faculty. If now, bv a perfectly legitimate and effective system of tax
ation, we are lnclilental!y able to possess the Government and the 
stockholders and the public of the knowledge ot the real business 
transactions and the gains and profits of every corporation in the 
country, we have made a long step toward that supervisory control of 
corporations which may prevent a further abuse of power. 

Mr. President, in view of that statement from the President, 
Jet me read a declaration from the chairman of the Finance 
Committee, who has the power to terminate the existence of 
this bill when he gets ready. A long step! The President 
should have e:aid a short step: 

It can be reduced to a nominal amount, and the features of the cor
poration tax that commend it to many Senators and a great many other 
people is that the corporation tax, if It is adopted, will certainly be 
very largely reduced, If not repealed, at the end of two years. 

How long are you going to utilize this data under your corpo
ration tax? At the end of a year do you think you will have 
reformed the abuses. of corporate power? Do you think you 
will have reformed them by the time that the distinguished Sen
ator from. Rhode Island gets ready to terminate its career us a 
statute? This statute, which is to sen·e for the purpose of 
terminating the abuses of corporate power, is a temporary affair 
and is to have its end certainly in a year or two. 

I invite the attention of those who want publicity, and ef
fectivo publicty, who want something besides the concealed 
equities of this proposition, to help us insert in the income tax 
a publicity provision which we propose to leave there so long 
as the power of the Government exists, if we have the power to 
keep it there. . 

Mr. President, just a word with reference to the displacement 
of the income tax by the corporation tax and then I will con
clude. As I have already stated, the law of the sixties was re
pealed over the protests of our leaders. There have ~lways 
been a few men in the party who have contended for an mcome 
tax. \Yhen this SIJecial session .opened there was a wide gulf 
between those who supported an income tax and those who 
opposed it. Those who were in favor of an income tax sub
mitted a plan. What was that plan? The plan was to reenact 
the law practically as it was in 1894 and resubmit it to the 
Supreme Court of the United States. 'J'hat was a speedy plan. 
We believed it was a certain plan. We now know that they b~ 
lieved it was a certain plan, or else they would not have put their 
minds to work to prevent us from doing it. We came to the 
conclusion that the court would reverse its decision. 'l'he men 
who are opposed to an income tax are not willing to talre th~t 
stand. They submit a plan on the other hand, and what. IS 
their plan? Their plan is, they frankly say, to destroy the m
come tax; not now, not temporarily, but permane~Uy to destroy 
the income tax. Why? In the first place they reJeCt the propo
sition of going to the Supreme Court for the. r~ason that they 
say it would be an indelicate matter to resub~1t It. . 

They ask us, therefore, to start with, to mdorse, t? r~hfy, 
the judgment of that court. This, the ·greatest conshtu!wnal 
body in America outside of the Supreme Court, whe~ n~wed 
from the standpoint of the supposed knowledge of consti~u.tiOn!l-1 
law, is asked to put our seal of approval upon a decisiOn m 
which we do not JSelieve. They, therefore, would cut off any 
possibility of going !Jack to the Supreme Court 'lvith any degre_e 
of urgen(•y upon our part tlu~t :ve were correct, and ~nee ha>
ing ratified it and confirmed It, 1t would be s~fe to sa~ that we 
would not hereafter resubmit au amendment m the face of that 
decision. ·t· f · t th c\.fter theY have rejected the propos1 1011 o our gomg o e 
::;1;preme Court, they then ,s~y we will sull!fit ,an amendm~nt to 
the Constitution of the T.mtcd States. 'Ihe~ _send us around 
in a contest through 4G legislatures of the Umon, when under 
the Constitution of the United States, by every rule _of courtesy, 
we are entitled to go directlr ~o the SuJ?reme ,<?ourt Itself. 

But here is the crux of thiS contentiOn. Ihe men who sub
mit this plan for au amendment to !he C~nstitution of _the 
United States, every one of them, poss.t!Jly With one exceptiOn, 
will be found in those legislatures fightmg for the defeat of the 
nmendment whic·h we lun·e sn~mitted. ·when the plan has been 
taken from the friends of the mcome tax an~ another ~Jan sub
mitted, I do not presume, after we leave thiS Senate Chamber, 
\Ye will have the ~upport of a single one of them except one. 
In other words, the legislatures-- . 

1\Ir. FLI::\1'. Docs the Senator refer to the Fmance Com-
mittee? . . . 

Mr. BORAH. Well, I will mclude the Fmance Comm1ttce. 
1\fr. FJ,I?\'1'. I will sny that as f>:r as I am_ concern_ed ! am 

an earnest advocate of the adopt10n of thiS constitutiOnal 
amendment !Jy the legislatur~ of my State, and I shall use every 
means in my power to have tt :ulopted. . . 

l\Ir. BORAH. Of course I am not permtttecl to discuss the 
situation in California, !Jut I would a whole lot rather have the 

indorsement of another man in California, who I know will not 
indorse the income tax. 

Take the State of the Senator from Rhode Island. He has 
been perfectly frank. He has been open and candid. No friend 
of the Income-tax law dare go home and say to his constituents: 
"The Senator from Rhode Island fooled me." He has been open 
and above board. He has told you that he brought this measure 
here to kill the income tax, and he has told you furthermore 
that it is an enemy of protection. He has said unhesitatlngiy 
that if it is in his power he will throttle it for all time to come. 
Do you underestimate his Influence? 

Mr. FLINT. Mr. President--
The VICE-PRESIDENT. Does the Senator from Idaho yield 

to the Senator from California? ' 
1\fr. BORAH. I do.' 
Mr. FLINT. In my opinion, if this bill is enacted by the 

Congress of the United States it will remain permanently on 
the statute books. · 
·Mr. BORAH. The corporation tax? 
Mr. FLINT. The corporation tax. If the amendment is 

adopted by ·Congress it will remain permanently on our statute 
books until such time as the people of .this country through 
their legislatures ratify the constitutional amendment and 
then there will be added to it an income tax. In my opinion, 
finally, we will have in addition to this corporation tax an in-
come tax. , 

?.rr. BORAH. The. faith of the Senator from California is 
sublime. What in the name of justice have the people to do 
with the enactment of this corporation tax, and what will they 
have to do with the repealing of it when the time comes? 

Mr. FLINT. Through their representatives in the Congress 
of the United States. 

Mr. BORAH. That necessitates a line of discussion which 
it would be• indelicate to enter upon. 

Mr. SUTHERLAND. 1\fr. President-- . 
The VICE-PRESIDENT. Does the Senator from Idaho yield 

to the Senator from Utah? 
Mr. BORAH. Certainly. 
Mr. SUTHERLAND. If the Senator from Idaho thinks that 

the Senator from Rhode Island is powerful enough to bring 
about the repeal of the corporation-tax law within two years, 
does he not think he would be powerful enough to bring about a 
repeal of the income-tax law? 

Mr. BORAH. He wnr never do that because he is powerful 
enough to prevent its enactment. He relieves himself of that 
burden. He has demonstrated beyond question that he has the 
power to prevent its enactment after there was a majority in 
the Senate Chamber for its enactment. Why stand here and ask 
such questions when we see that power demonstrated here day 
by day? I do not quarrel with the Senator from Rhode Island. 
I admire his open candor if sometimes he has an almost brutal 
way of using his power. 

1\Ir. FLINT. Mr. Presioont--
The VICE-PRESIDENT. Does the Senator from Idaho yield 

to the Senator from California? 
Mr. BORAH. I always yield to the Senator from California. 
J\!r. FLINT. The Senator from Idaho must remember that 

the Senator from Rhode Island stated frankly his position in 
reference to this particular amendment. He believes the bill 
itself will produce sufficient revenue to conduct the affairs of 
this Government, !Jut he does not himself believe in this cor
poration tax, even though he may have at this time recom
mende<l it as a temporary measure. Bnt there are others who 
believe differently from the chairman of the committee. The 
Senator must remember that this amendment was not the prod
uct of the chairman of the Finance Committee, !Jut of the Presi
dent of the United States, in a message sent he·re to the Congress 
of the United States, and it was adopted by the Finance Com
mittee even though the chairman of the committee did not him
self believe in the measure. 

Mr. BORAH. While, of course, I am willing to concede that 
the bill originated, if neeessary, with the President of the 
United States and with the Attorney-General, I am willing to 
concede, also, that the chairman of the Finance Committee has 
not any confidence in it; that he has not any love for it; that 
he has almost contempt for it. Nevertheless, it could not get 
inside the door of the Senate Chamber without his approval. 

M:r. FLIKT. But it ll<ld get into the Senate Chamber without 
his approval. · 

Mr. BORAH. If it did, the Attorney-General carried it in and 
carried it out. It never came here as a bill until it received the 
approval of the Senator from Rhode Island. 

Mr. BAILEY. And then he expressed his contempt for it by 
going off and leaving it. 
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Mr. FLIKT. When it came in here it had the approval of the 
:E'inance Committee. 

l\Ir. BORAH. Undoubtedly. I do not cast any reflection 
upon oilier members of the Finance Committee, but it did come 
.in llere, and it would not have come in without his approval; 
it made no difference what the rest of the Finance Committee 
said. 

?\ow, 1\Ir, President, a word more with reference to the Sena
tor from Rhode Island, because I do not wish to be misunder
stood in his absence. I am riot finding a particle of fault with 
the way he is dQing business here on tjlis corporation tax. He 
is opposed to an income tax. He says so openly and candidly. He 
is opposed to it from principle. He proposes to take any method 
and means he can to kill it. Knowing that he is opposed to it, 
that he proposes to kill it here, he .has submitted a plan, and 
the friends of the income tax are walking into his net. We 
can not complain of the Senator from Rhode Island; we have 
:no quarrel with him; but we know his plan and his purpose 
.and his object. 

1\Ir. President, if there had been anything conceal<Xl about 
this matter or anything uncandid upon the part of the Senator 
j'rom Rhode Island, we might quarrel with him; but there has 
not been. He seldom shoots at a man's camp fire from the 
bushes, but he certainly is going to kill this income tax. We 
have been told that was his purpose. He has submitted a plan 
himself. 1 quarrel with the man who, knowing that fact, 
accepts the proposition. 

Suppose some of us who have been advocating the income 
tax should go home and should be called upon by one of our 
constituents to explain why we did not vote for the income tax; 
what would we say? \Yell, we would say we were in favor of 
the income tax. It is just, it is necessary, it is a great funda
mental principle of government, one which we ought to have, 
and I was in favor of it, but I could not bring myself to believe 
that I had a right to submit the question to the Supreme Court 
·of the United .States again. . 

That is the only answer it will be possible for us to make to 
the people of this country as to why we did not pass it, because 
·the plan which is submitted to prevent its passage has been 
announced, openly and .above board, to be a plan to kill it. 

Let me submit this final question, then, to the friends of the 
income tax: Suppose we reject this income-tax amendment 
upon the theory that the decision of the Supreme Court is cor
rect. That decision receives our indorsement, and if it can be 
made final, our action would have that effect. Then suppose we 
go into the campaign with the States and 12 States decide 
against the amendment. Then the fight is over, and the accumu
lated wealth of this country has won the greatest victory in 
the history of republican government. 

Mr. President, in conclusion I want to urge, with all the 
power at my command, that those who consider an income tax 
·from the standpoint of a revenue-producing proposition, after 
we have reached the point beyond which consumption can b€ar 
no greater· burden, tear away the great equitable and moral. 
basis upon which our whole contention rests. If we were com
pelled to rest it upon the argument of expediency we would still 
be upon solid ground, for even now, while we arc in the full tide 
of national growth and development and in a time of peace, we 
have a deficit of a hundred million dollars, which, it seems to 
me, the incomes of this country could well afford to wipe out. 
The time will not soon come, if we care to test the system to its 
-utmost, when we can not raise enough revenue under our pres
ent system to maintain the GoYermnent, for men must eat, and 
ciYilized men must clvlhe their persons; but it is unjust and 
unfair, tyrannical, and, to my mind, brutal to hold on to a svs
tem of taxation which continues to put all the burden. the 
ever-increasing burden of government, the maintenance o:t' our 
ann~·. of our nnYy, upon what \Ye mu~;:t cat and upon what we 
must wear, and nothing upon the great incomes which fools 
so often flaunt in the face of the poor and which lead to all 
kinds of extnnagance and public demoralization. There is no 
possible justification for such a system, except the bias and 
stubbornness of custom ancl precedent on the one hand and the 
viciousness of greell on the other. 

But I reject the lloctrine of expediency, efficient as it is for 
present purposes, and insist that the income tax, fair and rea
sonable in amount, should become and remain permanently part 
of our revenue system. It is the only method by which we can 
mollify the rule prevailing under onr present system, that the 
incidence of all our taxes goes in the direction of the man of 
small or limitct1 or no means. lily attention has been called 
bY the honored Senator from New York and the honored Sena
tor from Massachusetts to the fact that it is unfair and even 
·mischievous, say these S~ators, to charge that property and 

wealth do not pay taxes. I did not so state and I do not so 
state, but I do say and I am prepared at all times to prove that 
they do not pay their proportion of the taxes. It is to equalize 
and proportion, to keep equalized and proportioned, fuis evel'
increasing burden that we ask for an income tax. I say the in
cidence of the tax under the present system seeks tile man of 
limited means. For instance, the great real-estate holders 
charge up in the item of rent sufficient to cover llie taxes and 
all raises of taxes, and the renter pays it. The public-service 
corporations include taxes in their charges to the public before 
they get ready to consider their income-every tax is shoved 
along an(l transferred until it reaches so far as possible the 
last man, the bottom man, the :low man, in this strange ana 
indefensible system of ours. 

But it is said to be socialistic. The great and honored 
lawyer, Joseph Choate, the pride of two hemisphei·es, hard 
pressed for legal arguments against the tax in the· Pollock 
case, turned and denounced the tax as socia:Iistic-socialistic 
to lay a fair tax upon wealth, to sustain and keep 1n opera
tion a great constitutional government. When the :State or 
the Government sees .fit to lay a tax which may take ·so per 
cent of the income, llie fruits of the labor, of the man of ordi
nary means, that is the exercise of constitutional power. .But 
when you lay a tax of 2 per cent upon incomes, so slight a 
burden that it would scarcely be felt, that is socialism. .·Man's 
intelligence should not .be so universally dis.credited. But 
he says if you can levy a tax of 2 per cent you may lay a 
tax of 50 or 100 per cent Who will lay llie tax of 50 or 
100 per cent? Whose equity, sense of fairness, of justice, of 
patriotism does he question? Why, the .representatives of the 
American people; not only that, but the intelligence, the fair
ness, the justice of the people themselves, to whom their repre
sentatives are always answerable. ~'here is not a constitutional 
power but in its last analysis rests for its fair and equitable 
enforcement upon the sense of fairness and of justice of the 
people. Esr)ecially is that true of the taxing power, a power 
that has been used more than once confessedly for llie purpose 
of taxing a business institution out of existence as in the case 
of the state banks. .All the powers of this Govermnent in fue 
last .and final analysis in the matter of their abuse or nonabu.se 
rest upon the intelligence and the fairness of the people as a 
whole, and you can safely rest the power to impose this tax 
with them also, provided .you do not dam up the even flow of 
the stream of equity until it shall burst forth in an uncon
trollable torrent of wrath. 

.l\Ir. President, I neither envy nor feel ill toward the man of 
wealth. 1\Ioreo.-er, I believe strongly that a government which 
does not protect property and the gathered fortunes of men 
when honestly gathered will .not long protect eillier the liberty 
or the life of the humble citizen. I have never hesitated when 
property rights were attacked and wealth as such challenged 
in the name of riot and crime, to help hunt down those who fuus 
sow the seeds of lawlessness in a govermnent of law. I know
that whei\ our constitutional safeguards are torn away, when 
the law becomes the plaything of individual men, that in lliat 
fearful struggle llie first man to go to the bottoni will be .the 
common man, the toiler, and the producer. If there is any man 
in the world who is interested in maintaining this GoYernment 
just as it was made, protecting as it does so carefully the 
rights of indiYiduals, rich or poor, maintaining laws, and pro
tecting rights under the la\1', it is the common citizen in the 
common walks of life. The ordinary man, the great. toiling 
millions, have prospered and been made happy just in prO))Or
tion as government has become a government of lmv, and in 
the main just in proportion as laws have been enacted and 
enforced, just in proportion as established law and order have 
taken the place of the caprice and ambition of indiYiduals or 
the passion and hatred of mobs. \Yc all understand this and 
the people understand it. There is no place in this country 
to-day where there is such a deep-seated reverence for the 
GoYernment, such a profound regard for the law and all men's 
just rights under the law as down among those who constitute 
the great body of our citizenship, the small banker, the small 
merchant, the small farmer, and the toiler. The crimes of 
the century, the contempt for law, and the disregard for the 
Constitution, the disrespect for our Government so prentlent, 
are found among the great and powerful-they are the ones 
who are sowing seeds of lawlessness. Let them return awl 
take their place inside the plain proYisions of the Constitution 
and under the laws of the land before they talk of socialism 
and of the decay of the Republic. · · · 

·when I see such things happening us lla •·e hnppencd in the 
last few weeks, a great and shocking fraud like that of the 
sugar trusts, a transaction which has uncovered the work of 
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it iH aceompanied necessarily with serious inconYeniences-with 
indignity, with a Yiolation of that privacy which the people of 
America han~ alwa~·s held most dear. Nevertheless, when it is 
neces~ary that the Government shall have more money than it 
can obtain by ordinary means of taxation, I belie>e that the 
income tax, with all its inconveniences rrnd objections, is fair 
and ju::;t as a means of distributing the burdens of taxation. 

But, l\fr. President, the income tax is not for that reason a 
thing desirable to have of itself. No tax is a thing which is 
desirable of itself. Every tax is a burden. Every tax is an 
inconvenience, and the income tax is especially an inconven
ience. 'Ye should not impose it unless there are good and suf
ficient grounds for inflicting the incom·enience and the violation 
of priYacy upon the people of the United States. 

But, Ilfr. President, when I ha,·e said that the opinions of 
the minority of the Supreme Court In the Pollock case com
meiided tbemsel,,es to my judgment I have not gone very far 
toward solving the problem that is presented to us here, for 
those opinions rested chiefly upon the doctrine of stare lleeisis, 
and the arguments made here and pressed with such force and 
eloquence upon this body have been mainly rested upon the 
doctrine of stare decisis. No series of cases ever had their 
authority raised on high and were held before a law-loving 
people with greater force and cogency than· the series of cases 
beginning with the Hylton case and coming clown to the Pol
lock case, as held before us by the Senator from Texas [.Mr. 
BAnEY] and by the Senator from Idaho [Mr. BoRAH]. 

But, 1\Ir. President, the Supreme Court of the United States 
solemnly adjudged that the merits of the question as to whether 
the income tax was a direct tax C·r not were so clear that they 
were bound to disregard the doctrine of sta1·e decisis or to 

Distinguish and divide 
A hair 'twixt south and southwest side, 

and find their way around all the line of decisions. They 
did hold that an income tax is a direct tax, not to be imposed 
except according to the rule of apportionment, and now the 
rule of stare llecisis stands that way. If we go before the Su
preme Court again, we have to meet not only the reasoning that 
conyinced the court before, but "·e have also to meet the con
trolling effect of the decision made befm;e. 

1\fr. President, I doubt, I more than doubt, whether even the 
ability that has been dis11layecl here in the argument of the 
question could preYail in accom11lislling that double task. No 
cause was ever argued in the courts of this country by abJer 
men, argued with greater force and abilit~·. than the Pollock 
case was argued in the Supreme Court of the United States; 
and if 1\Ir. Carter and his associates could not bring the court 
to belie,·e that they were justified in following. their previous 
decisions so as to hold that the income tax was not a direct tax, 
how can anyone bring the court to belinye that they are justi
fied in overruling their solemn decision in order to hold that it 
is not a direct tax'! 

Mr. President, the Yery arguments that hnxe been made within 
the past two days on this floor, if reduced to writing and laid 
before the Supreme Court of the United States, would justify 
that court in adhering to its former decision, independent of the 
doctrine of' stare decisis. 'L'he Senators from Iowa and Idaho 
say that they are for the general income tax as against the cor
poration tax because the general income tax can not be shifted
that is to say, they :tn' for it because it is a direct tax. 

Difiicult and doubtful, full of fine discriminations, inconsistent 
and waYering exvrcssions culled from the distinguished men 
of our history, is and must be the question as to an income 
tax upon the merits under the prol'isions of the Constittltion as 
to apportionment. But to my mind, sir, the course of this de
bate tends very strongly to sustain the decision of the Supreme 
Court upon the merits, while the question laid before them anew 
"·ould !Je <lcprivecl of that great ground for argument found 
in the doctrine of stare dcei.sis and so ably though uusuccess
full~· pressed upon the court before. 

But, l\Ir. President, what is it that we propose to do with 
the Supreme Court? Is it the ordinary case of a suitor asking 
for a rehearing'! No; do not let us delude oursel\'es about 
that. It is that the Congress of the United States shall de
liberately pass, and the President of the United States shall 
sign, and that the legislatiYe and executiYe departments thus 
conjointly shall vlace upon the statute books as a law a meas
ure which the Supreme Court has declared to be unconstitu
tional and Yoid. And then, 1\Ir. President, "·hat. are we to en
counter'! A campaign of oratory upon the stump, of editorials 
in the IJress, of dcmmciatioi'J and imputation designed to compel 
that great tribunal to yield to the force of the opinion of the 
executive and the legislath'e branches. If they yield, what 
then? "rhere then would be the confidence of our people in the 
justice of their judgment? If they refuse to yield, what then?. 

A breach between the two parts of our Government, with popu
lar acclaim behind the popular branch, all setting against the 
independence, the dignity, the respect, the sacredness of that 
great tribunal whose function in our system of government has 
made us unlike any republic that ever existed in the world 
whose part in our Government is the greatest contribution that 
America has made to political science. 

I can not see, llfr. President, in this proposal any result short 
of a most serious injury to that ~ower in our system which is 
the weakest, which controls no purse and orders no soldiers, 
but upon respect for which rests the perpetuity of our institu
tions and the distinction between the American Republic and 
those war-torn republics of the past that have so long been 
the object of compassion and commiseration. 

llfr. President, the objection to the adoption now of the gen
eral income-tax amendment was in the mind of the President 
when he made his speech of acceptance.· It was in his mind 
when he gave his instructions to the Attorney-GBneral and sent 
the substance of this corporation-tax measure to the Committee 
on Ways and Means of the House and when he sent his mes

.sage to us. Upon that I for one am with the President, because 
I believe his view is wise and just. 

There is another objection to the general income-tax provi
sion, and that is it fails to conform itself to a principle in the 
imposition of taxes upon incomes well understood and generally 
accepted at the present time. This amendment is practically a 
copy of the provisions of the act of 1894, with some very slight 
changes. That is true both of the amendment introduced by 
the Senator from Texas [lift". BAILEY] and the amendment in
troduced by the Senator from Iowa [llfr. CuMMINS], and it is 
true of the combined measure upon which they have united. 
I think the fact that these gentlemen, with thei~ great learning, 
their sincere purpose, and their natural disposition to study 
thoroughly any subject to which they address themselves, have 
copied the old act without advancing one step beyond the posi
tion in which our people were fifteen years ago, very well illus
trates the difficulty of injecting a subject of this kind into the 
haste and engrossment and fatigue of an extra session designed 
to do an entirely different thing; that is, to revise the tariff. 

The act of 1894 and the amendment proposed are alike in 
failing to make any discrimination between what the English 
call "permanent and precarious incomes " or " unearned and 
earned incomes; " and they are alike in failing to grade the tax 
imposed upon the lower incomes, but make a very high exemp
tion of $5,000. Let me, without dwelling too long upon this, 
state the reasons why I think those are defects. : 

In 1Sri3 J\Ir. Gladstone, at the time of the discussion regardin,.. 
the making of the income tax a permanent part of the British 
system, obsenecl that the injustice which arose from imposing 
the same tax upon earned incomes and the incomes from in
vestments was enough to prevent Great Britain from perma
nently relying upon that source of revenue. 

In 1906 there was a special committee of the House of Com
mons raised for the purpose of reexamining the whole subject, 
and they reported in 1907, and upon their report the British 
system has been largely modified, and they reported a different 
scale of imposition upon the incomes that were earned and 
which were therefore part capital from that which they im
posed upon incomes coming from invested capital. 

It is not just, :md it is universally recognized by the people 
who lun·e thought carefully and deep!~· upon this subject that 
it is unjust, to take a man "·ho is in the enjoyment of a few 
years of earning capacity-it may be ten or twenty or thirty
when he is turning into money hi,; brains and his ncnes and 
his life; \Yhen, if he is wise, if he has a grain of common sense, 
if he possesses those qualities that we all of us wish to foster 
and encourage among our people, he "·ill be laying up a portion 
of that income against the dnys of his age and his illness and 
the \vants of his family, and imvosc uvon that income the 
part that he li\·es on and the part that he is accumulatii~"' as 
capital, the same imposition that is put upon the income that 
his neighbor gets from invested securities that last forever. 
Now, I say the latest and the most considerate treatment of 
the subject of il~come tax makes a careful distinction between 
those two. 

Mr. President, it has so happened that in the deyelopment of 
the business of the United States the natural laws of trade 
have been making the distinction for us, and they have put the 
greater part of the accumulated .wealth of the country into 
the hands of corporations, so that when we tax them we are 
imposing the tax upon the accumulated income and rclieYing 
the earnings of the men who arc gaining a subsistence for their 
old age and for their families after them. . 

There is another difference that I wish to refer to, and that 
is the $5,000 exemption, There is a $5,000 limit in the cor-
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poration clause of the income-tax provision and also in the 
-corporation-tax provision. I should prefer that it were not 
there; but it is there. 

But the income-tax provision has a $5,000 exemption for 
individuals. I agree ·that the income that is neeessary to a 
decent and comfortable living, the income that is necessary 
to enable an American citizen to clothe and feed and house and 
educate hi~; children, should be exempted from the imposition 
of an income tax, just as farming implements necessary for 
the ·continuance·of his support ought to be, and are, exempted 
.from execution. But when you pass beyond that limit, sir, 
you are entering upon dangerous ground. 

:Mr. Choate, in the argument of the Pollock ease, :said that: 
under the $2,000 limit of the old income-tax law four-fifths of 
the tax was paid by the States of New York, New Jersey, Penn-· 
sylvania, .and Massachusetts. Since that time there has been· 
a wide diffusion of wealth, of course, but the limit is moved 
up to $5;000; and I apprehend that the substantial efrect of 
the adoption by this Congress of the income-tax provision .as it 
is drawn, with that limitatiDn, would be that a large m.ajority 
of Congress would be imposing a tax from which their constitu~ 
ents would be, in a great measure, free and :under which the 
constituents of others would, in the main, be taxed. 

Mr. President, I am -quite indifrerent about whether my con
stituents pay the tax. I think in this faTored land the burden 
of taxation bears very lightly. I think that the people of New 
York can afford to pay this tax or can afford to pay the tax pro-· 
posed to be imposed in the general income-tax amendment, but 
I do not like to see Senators of the United States vote for a. tax 
which is free from objection at home because it does not strike 
their constituents. If once we do that, we are in a fair way 
to realize the anticipation of Luther Martin in his address to 
the legislature of Maryland. \'i-'hat limit is· there to the ex
travagance of e:J.lJenditure, except the fact that the burden will 
come upon the men who vote the expenditure'? What a tempta
tion it would be to our successors, aye, to us, when it is proposed 
·to expend $50,000,000 or $100,000,000 for improvements in the 
'\Vest, if we have a system of taxation which will make the 
people of the East pay for the imprm·ements; or to vote for 
the expenditure of $50,000,000 or $100,000,000 for improvements 
in the_ East when the money will be paid under our taxing 
system by the people of the West. · 

Ah, Mr. President, be tender of the people, whose means are 
·small, in arranging our taxation. I would not make a man 
whose income is $2,000 or $3,000 or $4,000 pay as large a per
centage as a man whose income was three, four, or five hun
dred thousand dollars or thirty or forty or fifty thousand 
dollars; but I would have him bear some burdell. I would 
neYer assent to a law, or I would with the greatest reluctance 
·assent to a law, which seemed to be so framed that it took. 
away from a large part of the people of .a geographical section 
of our Union the burden which leads them to scrutinize expen
ditures and to measure the load that bears upon the people. 
In no other way lies safety, sir, for our country. The people 
of every section, of every dass, of every condition and degree 
and calling· ought to bear some part of the public burden. 

Mr. BORAH. :Mr. President--· 
'J'he VICE-PRESIDENT. Does the Senator from New York 

yielll to the Senator from Idaho'? 
1\fr. ROOT. Certainly. 
Mr. BORAH. Mr. President, if it be true that the tax which 

is to be levied under the corporation amendment fs to be paid 
by the corporations, would not that inequality between the East 
nn<l the West be as pronounced as it could possibly be under 
the income tax'? 

1\fr. ROOT. No; I think not, sir; nor is the exemption so 
effecti>e. There is quite n differ€nt kind of exemption. 

Mr. President, I stated some objections to the general in
come-tax provision. Let me state another objection. \Vhat is 
the purpose of this legislation? Is it to create a substitute fo.r 
the protective tariff? l\Iy friend from 'J'exas [~fr. BAILEY], 
whose mind always works as true as a Corliss engine, touched 
the very pith of that question when he was spealdng about the 
time "·hen this income-tax amendment should be 1oted upon 
with reference to the schedules. The Senator from Texas ob
served on a number of occasions that, in his opinion, the first 
thing that we ought to do was to vote on the income tax, while 
the Senator from Rhode Island insisted that the first thing we 
ought to do was to pass on the schedules. In that difrerence 
lies the whole theory and practice. If the design of this amend
ment is to cteate a substitute for the protective tariff, as Great 
Britain adopted an income tax in 1842 as a substitute for the pro
tccth•e tariff-following her adoption by putting over 700 articles 
on the free list-then the Senntor from Texas is right; then we 
shDuld have voted upon tbe income-tax amendment at the be· 

ginning; and when we had determined upon that, we should 
then have made an estimate of the amount of revenue which it 
would raise, and we should have made up the difference by a 
customs tnriff. 

If, on the other hand, we are going to maintain our protective 
tariff and are going to adopt some supplemental provision to 
make up the l:!alance that is needed, the deficiency <Jf revenue 
coming from the application of the protective tarifr and our in
ternal-revenue laws, then the course which we hav-e followed in 
deferring the rote upon the income tax until the schedules are 
voted upon. is the .right course. Our duty now is t{) make an 
estimate, as well as we can, of what revenue will be produced 
.by the schedules as we have agreed upon them, and then see 
what deficiency there is to be made up and determine how we 
:shall make it up. 

Mr. President, I have observed in the ;consideration of these 
schedules, no matter how strong and since.~:e .have been' the 
-efrorts of the Members of the Senate .to -consider first the reve
nue question, nevertheless, sooner or later, we have all come to 
a point where, about something or other, we .have eonsidered 

. first protection. This bill has been made up, sir, with a primary 
view to the protection of the a1·ticles in the schedules. You cau 
not make it up .on any other principle unless you abandon, and 
entirely abandon, the doctrine of protection; you can not deter
mine the amount -of duty to be imposed upon steel rails, upon 
lemons, upon iron ore, upon lumber; upon 'harley, upon any of 
these products of our country under tw·o rules of action. 

You have got to choose one and abandon the other. If you 
fix the duty upon steel rails, upon barley, upon lemons, upon 
iron ore, with refet·ence to protection, then you can not fix it 
with reference to yielding a supplemental duty after you have 
made up so much income from an income tax. The two prin
ciples are mutually exclusive, and the wit of man will not avail 
to employ them both without one taking precedence and push
ing the other aside. 

What is our principle? Are we ready to give up the protect
ive principle? I think not. There is much controversy here 
as to the application of the principle; there has been a degree 
of feeling, in which I am happy to say I do not share, as to 
the application of the principle to detailed facts. There has 
been a degree of difficulty in ascertaining the facts, which I de
plore, and which has caused me much dissatisfaction, but I ll.ave 
not seen any considerable difference upon the proposition that 
this country designs to continue its protective policy. There 
are little variances here and there; but the protective policy is 
to be continued. If it is to be continued, you must put it fore
most in your consideration of revenue. Now, taking this view, 
the object of the measure which we .haTe before us is to make 
up for a supposed deficiency which will result fr{)m the appli
catior:. of the protecti\·e schedules which we have passed upon. 

1\fr. CLAPP. Mr. President--
The VICE-PRESIDENT. Does the Senator from New York 

yield to the Senntor from Minnesota? 
llfr. ROOT. Certainly. 
Mr. CLAPP. Mr. President, I should like to ask the Senator, 

as he criticised the income tax as operating against the pr<l
tective .system-passing beyond the point where Senators .may 
have expressed a desire for that tax for that purpose, preferring 
it at that time to have a place in advance of the schedules, an<l 
now having reached the point where the schedules are disposed 
of, so far as the Committee of the Whole goes-w.hat difference 
is there in principle, as applied to its effect upon protection, in 
the adoption of the one or the other system for supplementing 
revenue? 

l\fr. ROOT. I feel complimented by the question, because the 
Senator from Minnesota, with his customary acumen, has ap
proa.ched the point wl1ich I was about to mention. Wl1en we 
make up a provision for the purpose of supplementing revenue, 
in the first place, we want it to yield revenue. We know iJer
fectly well that the income-tax provision is not going to raise 
any revenue for this deficiency; it is not going to yield revenue 
until after a long litigation, ·aml then only in cnse the Supreme 
Court of the United States should do the thing which seems 
to me altogether improbable-reverse its former decision. 

Mr. CLAPP. Will tile Senator pardon me another question? 
'J'he VICE-PRESIDE:N'l'. Does the Senator from New York 

yield further to the Senator from Minnesota? 
·Mr. ROO'l'. Certainly. 
:Hr. CLAPP. Docs any Senator in this body assume for one 

moment that, in case the committee amendment prevails, it will 
go into operation without 1·esistance? 

Mr. ROOT. I suppose every tnx will meet resistance, but I 
·do not think the resistance to the .committee amendment would 
be of any particular ·consequence. 1.'he ordinary processes of 
collection would go on. 
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Tile second requisite t·egarding the measure for the purpose 

of making up a deficiency of re,·enue, is that it should be pro
portioned to the anticipated deficiency. I am not going to fol
low the Senators who hm·e spent a great deal of time in a ;cry 
praiseworth~· and sincere effort to determine that the pending 
protecth·e-t.ariff bill will result in a larger deficiency than the 
chrrirman of tile Finance Committee supposed; but I am pre
pared to say that I would rather trust the judgment of the men 
who have been for a lifetime collecting the revenues and ap
plying the reYenue laws of the United States, the men whose 
daily business it is to collect, receive, and apply the reYenues 
and to forecast the revenues of the future, than I would the 
amateur efforts of any Senator, however able he may be. 

·when upon the faith of the deliberate judgment of the 
Treasury officials of the United States, the chairman of the 
Finance Committee, who is confessedly the ablest man in that 

. line of govemment service whom we have, declares it to b·e his 
clear judgment that this bill will result in no deficiency after 
the expiration of two years, I think we can rest with pretty 
serene confidence upon· the fact that the deficiency is not going 
to be very great. 

The income-tax proYision will produce-! think it would be 
.a fair conjectme to put it at from one hundred and fifty to 
two hundre:i million dollars. Understand, it is not merely a 
tax upon corporations; it is a tax upon all individual incomes, 
and it is a tax upon all inheritances. One single State, the 
State of New York, raises $5,000,000 upon inheritances alone· 
and, in my opinion, this income-tax provision, if it could b~ 
relied on to produce anything to meet this present deficiency, 
.would produce far too much; and the only reason why it will 
not inflict upon the people of the United States unnecessary 
taxation is that it will not inflict upon them any taxation. 

1\fr. President, the provision to which I Ilave referred as the 
"corporation tax" saves all of the income tax that is constitu
tional and can be enforced. It avoids the evils of the income
tax provision; it a voids drawing the Supreme Court of the 
United States through the mire and brambles of political con
troversy; it avoids the possibility or the probability of creating 
in the eyes of the worJd·a conflict between two branches of our 
Goyernment; it avoids the injustice of imposing the same duty 
upon the toiler, who is earning and laying up the capital for 
his future years, and upon the possessor of accumulated wealth. 
I assert, sir, that the income-tax provision as it stands is un
wise, unjust, unconstitutional. I assert that the corporation
tax provision is constitutional, is just, and is wise; that 'it is 
adapted to the purposes for which it is designed; that it is free 
from the objections that gather around the broader measure. 
, It has been said that the corporation-tax amendment is un
constitutional. That is the view of the Senator from Iowa 
[1\fr. Cuu:mNs]. The Senator from Idaho [Mr. BoRAH] takes 
a different view. 

1\Ir. CUMMINS. Mr. President-- , 
The VICE-PRESIDENT. Does the Senator from New York 

yield to the Senator from Iowa? 
1\Ir. ROOT. Certainly. 
Mr. CUJ\IJ\IINS. I think the Senator from New York ought 

to add there this statement: I said it was unconstitutional 
for the same reasons that the Senator from New York alleges 
a general income tax to be unconstitutional. I believe the 
amendment the Senate presents is constitutional, as I repeated 
many times yesterday, but it is constitutional for exactly the 
same reasons that the amendment that we present is constitu
tional. 

1\fr. ROOT. I accept the statement made by the Senator 
from Iowa, although the Senator did say that it was unconsti
tutional for another reason. 

i\Ir. CUJ\DIINS. l\Iay I add a word there? 
Mr. ROOT. Certainly. 
Mr. CUJ\Il\IINS. I said if you put the interpretation upon 

this amendment that migilt possibly be put upon it, although 
not one which I put upon it, namely, that it is a tax upon the 
franchises of corporations-that is, the right to exist as a cor
poration-then it is unconstitutional, although I did not put 
that interpretation upon it; but I felt sure that at some time or 
other its advocates would be driven to do so. 

l\Ir. ROOT. \Yell, there does not seem to me very much 
substance in the attack upon the corporation-tax provision as 
being unconstitutional. I am sure that I can rest in the opinion 
of the Senate upon the very fair and candid statement of the 
Senator from Texas [Mr. BAILEY], who regards the provision 
as constitutional, although he is in such relation to it that if 
.llis ·intellectual processes were not so clear and distinct as they 
are, he would naturally be inclined to think it unconstitutional. 

I shall therefore not detain the Senate by any discussion 
upon the constitutionality of this provision further than to say 

that the Spreckels case, in One hundred and ninety-second 
United States, holds a law imposing a tax upon the business or 
process of manufacturing sugar and refining petroleum to be 
constitutional and not to be open to the objection that it is a 
direct tax, and therefore void under the income-tax decision. 

The Supreme Court of the United States in the case of the 
Pacific Insurance Company v. Soule, Seventh V,'allace, declared 
that a tax upon the receipts or income of an insurance company · 
was a valid tax and not a direct tax. The Senate will observe 
that the necessary effect of that case was to establish the right 
of the Federal Government to take a class of corporations or
ganized under the laws of the States and impose a tax upon the 
Jausiness or the processes of business of those corporations. · 

Mr. BORAH. Mr. President--
The VICE-PRESIDEJ\'T. Does the Senator from New York 

yield to the Senator from Idaho? 
Mr. ROOT. Certainly. 
Mr. BORAH. I am not taking issue with the views of the 

Senator from New York on the constitutionality of the cor
poration tax, but in the case which has just been referred to by 
the Senator the court treated the tax all the way through 
as a tax upon property. While it was the business of the 
corporation that was involved, the court discussed it as a tax 
upon property, and then decided that it was not such a class 
or species of property as had to be apportioned under the Con
.stitution, because it was not a land tax; but it regarded the 
business of the corporation as property, and taxed it as property. 

Mr. ROOT. I never could see any advantage or benefit in 
finding fault with a case which has decided one point because 
it does not also decide some other point. So I ,say this case 
establishes the fad that it is competent for the United States 
to make a classification, for purposes of taxation, of certain 
kinds of corporations created under the laws of the States and 
to impose· a tax upon their business. 

In the. case of Nicol v. Ames the Supreme Court held that it 
was competent for the United States to impose a tax on the 
facility or privilege of selling or buying produce or other mer
chandise at boards of trade or exchanges. The particular case 
was one which arose in regard to a tax imposed upon the sale 
of certain grain in the Chicago Board of Trade or Exchange, 
which was a corporation organized under the laws of the State 
of Illinois. The objection was made that the tax was one upon 
the property of some i)Cople and not upon the property of others. 
The court said: "No; it is not a tax upon the property. It is 
a tax upon the facility or privilege of doing business in this 
way." The objection was made that the tax was one upon a 
sale of merchandise made in one place, to wit, in the board 
room, when no tax was imposed upon the sale of the same mer
chandise in another place, to wit, out of the board room. ·The 
court said: "That makes no difference. There is a certain fa
cility, a certain privilege, a certain opportunity of doing this 
business in the way afforded by this company; and the United 
States can impose a tax upon that." And they supported it. 

In the case of Knowlton v. 1\Ioore (178 U. S.) the Supreme 
Court said, and I quote the language of the court: 

It is not denied that, subject to a compliance with the limitations in 
the Constitution, the taxing power of Congress extends to all usual 
objects of taxation. Indeed. as said in the license tax cases (5 Wall. 462 
471), after referring to the limitations expressed in the Constittit!on: 
" thus limited, and thus only, it" (the taxing power of Congress) 
"reaches every subject, and may be exercised at discretion." 

The claim has been made that the classification of corpora
tions organized for profit is unfair, unjust, and constitutes no 
lawful classification. But it is perfectly well settled that the 
GoYernment of the United States .llas at least as broad a dis
cretion as the States in the classification of subjects for tax
ation. And let me call the attention of Senators who think 
there is something new and strange in the erection of a class 
of corporations to these words in the report of the taxation 
commission of Maine in 1890. They say : 

The legisl.ature of 1874 !Jlaugurated a new system of taxation, seek
!ng to ~quallze it by remonng a part of t~e burden. from the productive 
mdustnes of the State and tt:ansferrlng It to capital in>ested in rail
road, telegraph, express, and msnrance companies, savings banks and 
like corporations and business. By repeated changes of law a system 
of taxation has been legalized and sustained by the constitutional 
authorities of the State which has brought a new re>enue into our 
treasury, and thereby lightened the burden on visible property. 

At the present time the State of :Maine recei>es its revenue from 
two systems of taxation. The larger part of our re>cnue Is derived 
from the taxation of certain classes of property in a manner in sharp 
contrast to that which is in vogue in the taxation of general property 
held by the citizens of the State. 

The State taxes railroads, sa>ings banks, insurance companies, ex
press companies, building and loan associations, telegraph and telephone 
companies, parlor and sleeping car companies. and genPral corporation 
franchises by principles entirely at nu·iance witll the principles in force 
for the taxation of the property of private indiYiduals. 

That principle is followed by a large part of the States of the 
Union. 1\fy own State has for many ~·cars grouped all corpora-



4006 CONGRESSIONAL RECORD-SENATE. JULY 1, 

tions within its borders, with certain specific exceptions, in a 
class upon the revenues of which it imposes a tax imposed upon 
no other members of the community. And it is a late day for 
us to be told that there is no right in the United States to adopt 
this old, familiar, general basis of classification for the pnr
pose of imposing an exciEe tax. It is founded upon reason, sir, 
and not alone upon authority. 

The memories of some of us go back to the time when the 
most careful pr<'('[lUtions were adopted by our States in per
mitting incorporation. I remember that in the autobiography 
of Thurlow Weed he tells of going down to Albany and spend
ing the entire winter to get a bank charter. You will remem
ber that in the early charters that were granted the amount 
of capital was strictly limited, and the amow1t of property the 
corporation could hold was strictly limited. For a long period 
those checks and safeguards were held up against the undue 
increase and development of corporate enterprise. But at last 
a freer system pre>ailed; and, in general, the laws of our States 
now permit anyone to form a corporation by associating with 
himself three or four men, filing articles of association, and 
complying with certain quite easy conditions in the way of 
payments. . 

Under this general system the men who avail themselves of it 
are exempt from personal liability. Who can doubt that that 
constitutes a distinction between the methods of doing business 
of all corporations and the methods of doing business of all 
copartnerships and private persons? Under this system the 
members of corporations are exempt from those consequences 
of death and bankruptcy which call a halt upon the progress 
of ordinary business; and the interest they have in the cor
porate property is susceptible of easy transfer and devolution. 
The business, the corporate entity, proceeds without hindrance 
or interference notwithstanding the death or retirement of its 
individual members. Who can doubt that that constitutes an 
exceedingly >aluable and peculiar difference between the con
duct of business by corporations and the conduct of business 
by private firms and copartnerships? 

It so happens that in recent years our people have availed 
themselves of these facilities to an extent never before known. 
So that while the select committee of the House of Commons 
in England was sedulously searchin$ for some way to discrim
inate-as it is universally recognized to be desirable to do
between indi>idual earnings, which ought to be treated lightly 
in order to encourage thrift and frugality and the laying up 
of means for the future, and that accumulated capital, which 
never wastes, but the income from which may be safely and 
wisely taxed, the course of development of our business is 
accomplishing the same object for us. 

Our people are separating into three classes: The men who 
work, who are laying up out of their earnings provision for 
the future, and on whom the hand of the taxgatherer should be 
laid most lightly; the owners of land, the farmers and other 
landowners, whom it is universally acknowledged that it was 
the intention of the fathers of the Constitution to protect by 
the provisions regarding the apportionment of direct taxes; and 
the possessors of the stored-up wealth of the country, which is 
being in>ested in the corporations that are doing the business 
of the country. And by the simple course of dropping out from 
this income-tax measure the parts that are unconstitutional 
under the decision of the Supreme Court, that are unjust ac
cording to the acknowledged judgment of all students of the 
income tax, that are incapable of enforcement within such a 
time as to relieve the deficiency that may be before us and by 
saving the tax upon the stored-up wealth of the country in
vested in corporations, called an "excise," we shall have accom
plished the great object of the income tax. 

I wish to say ·one more thing regarding the ·proposition that 
a tax upon corporations would be a tax upon the instruments 
of the States. I have no very great occasion to dwell upon that. 
In the first place, it is hardly necessary to refute the proposition 
that when the State of Maryland permits three men to file 
articles of association, and thereupon to conduct a mercantile 
business without being liable for debts, they are performing the· 
functions of the State in buying and selling their merchandise; 
and, in the next place, the Supreme Court of the United States 
long ago dealt with the subject and decided it in the case of the 
Veazie Bank v. Fenno, in Eighth "\Vallace, where the court held 
that it was lawful for the United States to impose a tax upon 
the circulation of banks chartered by the States, and held it 
against the objection that it was interfering with the functions 
of the States. And, of course, a bank which is uttering cur
rency· comes the nearest of any conceivable corporation to dis
charging the functions of a State. 

There are one or two other subjects upon which I wish to 
say a word. One is about the income-tax amendment of the 

Constitution. Every man must think for himself. I believe 
the most dignified, the most wise, the most patriotic way to 
deal with the subject of an income tax is by passing this reso
lution and submitting the proposed amendment to the States. 
I think the United States ought to have the power to lay and 
collect an income tax. I want the United States to ha>e that 
power. I do not want it used for the purpose of taking money 
out of one part of the country in order to benefit another. I 
do not want it used for the purpose of driving out of existence 
the protective tariff, which, I think, embodies a wise and 
patriotic policy. But I do want my country to have all the 
powers that any country in the world has to summon every dol
Jar of the public wealth to its support if ever the time of sore 
need comes upon it. I shall vote for the income-tax amendment, 
and I shall advocate it in my State; and I hope it will pass 
both Houses of Congress by a two-thirds vote and be adopted by 
three-fourths of the legislatures of the States. 

One other subject: That ls the subject of publicity. 
The phase of that which is most prominent in my mind is to 

be found in the returns which, under this measure, are to be 
filed in the office of the Commissioner of Internal Revenue, and 
are to be public records. The provision is carefully guarded 
for the purpose of preventing abuse, for the purpose of prevent
ing impertinent inquisition and blackmail. But -if this measure 
becomes a law it will result in having on the files of the Com
missioner of Internal Revenue, here at Washington, a statement 
of the great and essential features, which show the course and 
progress of the business of every corporation of the United 
States organized for profit. I believe, sir, that it is most desira
ble that the Government of the United States should have such 
a record, renewed from year to year. An,d while I am not much 
of a believer in imposing taxes for the purpose of accomplish
ing an ulterior object, I need not dwell upon that feature to 
a body which leaves standing on our statute books the 10 per 
cent tax on the circulation of state banks, imposed solely for 
its incidental effect, and a large part of whose Members voted 
for the oleomargarine tax, whose purpose was solely its inci
dental effect. While I should hesitate, sir, to vote for a law· 
which hnd no other purpose than the .incidental one, yet when 
by a just, available, and simple measure of taxation we can, by 
the mere operation of the ordinary machinery for the laying 
and collection of the tax, bring along an incidental benefit as 
great as I believe this will be, it is an argument not against, 
but for, the measure. 

I do not wish to place in the hands of the United States the 
material for absorbing the functions of the States. I cherish 
as fondly the sovereign powers of the States as I do the sover
eign powers of the United States. I believe this country is too 
great, its people too numerous, its interests too diversified to 
be ruled in all its local affairs from one central government at 
Washington. And while I stand for the full e.."~:tent, the full 
vigor, the ever-undiminished power of the National Govel"Il
ment, I should not abate one hair's breadth from those powers 
of the States that were established when our fathers drew the 
line between the two sides of our dual government. But I do 
want the Government of the United States, in the performance 
of its functions, to do its work intelligently, thoroughly, effica-
ciously, and wisely. · · 

In my judgment, in obtaining possession of this systematized 
information-not too bulky, not in too great mass for anybody 
to ever get anything out of it, but so arranged as to contain 
essentials, leaYing out the mass of nonessentials, and renewed 
from year to year-the Go>ernment of the United States will 
take a great and a necessary step forward to the more effirient 
and creditable performance of the duties it has undertaken and 
that are imposed upon it under our constitutional system. 

We have undertaken to regulate interstate commerce; and a 
large part of all the great corporations of the country are en
gaged in interstate commerce. What do we know about those 
corporations? "\Vhat source of information has the Congress at 
its hand when it is determining what laws it is wise to pass 
and what will be the effect of the laws that it is thinking of 
passin"' upon this great multitude of corporations? We have 
been h~re for oYer three months considering and discussing and 
voting upon the measure of protection that it is necessary to 
give in order to keep aliYe and prosperous the business of tens 
and hundreds of thousands of corporations engaged in manu
facture and trade affected by the protective tariff. What do we 
know about those corporations? Upon one hand we have gar
bled and partial statements; upon the other equally garbled and 
partial statements; and no means of distinguishing the truth. 
We are under the necessity of proceeding by guesswork, by 
conjecture, always with dissatisfaction, because we recognize 
the chance that we may have guessed wrong about whose state
ments come nearest to the truth. 
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I should like to see in the office of the Commissioner of In· 

temal Revenue the next time a tariff bill comes before Con
gress statements. under oath, and tested year by year, about 
the business of all this vast multitude of corporations that 
come appealing to us here for help, so that we shall not again 
be cqmpelled to come to the conclusion that all the business of 
the United States is on the brink of failure. 

Sir, .this measure, which adopts the possession of the cor
porate facility and privilege as the basis of classification, will 
include some other corporations, but the great mass of them 
are engaged either in matters that are affected by the pro
tecth·e tariff or in interstate commerce or in business which 
is affected by our treatment of the currency. A full and satis~ 
factory knowledge of the field into which a legislative body 
is to enter is not accomplished by including only the things 
that come within its necessary action. The whole field should 
be before us, and we should be able to form some judgment as 
to the relative amounts, the relative capacities for answering to 
taxation, the trade relations between these corporations with 
which we are most closely concerned, and the other corporations 
of the country. There will be certain incidental publicity to 
others than the Government But whatever there is, let me 
say to the gentlemen who are opposed to the pending amend· 
ment that in entering upon a corporate form for the transac
tion of their business these corporations have estopped them
selves from saying that they ought not to have their business 
inquired into, for the very basis of corporate life is freedom 
from personal liability for debt and the confinement of the 
creditor, the person who does business with the corporation, to 
the corporate assets. 

Mr. BACON. Mr. President, will the Senator permit me to 
interrupt him for a moment to ask a question? 

1\Ir. ROOT. Certainly. 
1\Ir. BACON. I do not know whether the Senator has com

pleted the particular thought he was upon or not. 
Mr. ROOT. Substantially. 
Mr. BACON. The honorable Senator has been credited in 

the public press with having been engaged with those who have 
perfected this amendment, and I have no doubt he brought to 
it the labor, industry, and great learning with which he is 
justly credited by all. I therefore would ask the Senator 
whether, in the preparation of the amendment, there was an 
effort made to devise some way by which other large representa
tives of aggregated wealth could be included within this liability 
to taxation; for instance, such as the bonds of corporations 
as well as the dividends of corporations, or the unapplied earn
ings of corporations. 

1\fr. ROOT. There was, I will say to the Senator. 
1\Ir. BACON. The Senator says there was. I will be very 

glad if the Senator will go further and state to what extent 
that investigation was carried, and what was the conclusion 
reached in regard to that matter. 

Mr. ROOT. It was the subject of repeated discussion in 
which the President, the Attorney-General, and other members 
of the Cabinet and members of the Committee on Finance of the 
Senate took part. The final conclusion was that the imposition 
of this tax on the entire income, including the income assignable 
to the payment of interest on bonds, would result not in the 
taxation of bondholders, but in imposing a double tax: on the 
stockholders, and it was not thought advisable to do it. We all 
thought that this provision would yield au ample amount to 
make up any deficiency which the tariff measure will need. In
deed, a number of gentlemen in the discussion thought that we 
could now well afford to cut in two the percentage to be im
posed, because they tllought it would yield more than enough. 

1\fr. BACON. That was not the exact point to which I tried 
to direct the attention of the learned Senator. The point I de· 
sired to know was whether any im-estigation or effort was 111ade 
to reach these representatives of wealth, these bonds in the 
hands of the bondholders; not the question whether the corpora
tions could be made to pay to the Government a part of what 
they owe the bondholders. That is not the question; but 
whether there was an effort made to see if there could be de· 
vised a constitutional tax which -would be levied upon the bonds 
in the hands of the bondllolders. I will not limit it to that.. I 
speak of the large accumulated wealth of any kind of a personal 
character. 

1\Ir. ROOT. Mr. President, that subject was much discussed, 
and we were all of the opinion that we could not reach the 
interest upon the bonds in the hands of the bondholders con
sistently with the decisions of the Supreme Court. 

1\fr. BRISTOW. Mr. President--
The VICE-PRESIDENT. Does the Senator from New York 

yield to the Senator from Kausa s? 
1\Ir. ROOT. I think that completes what I have to say, I 

will yield, of course. 

Mr. BACON. I wish to ask the Senator a further question, 
l\lr. ROO'l'. Yery well. 
Mr. BAILEY. Before the Senator from New York resumes 

his seat, and in order that what I aru now about to say shall 
find a place in what he has said, I want to make a brief state
ment in reply to his criticism against the general income-tax 
a111endmcnt on account of its failure to recognize the difference 
between incomes derived from personal service and incomes de
rived from investments. I did not interrupt the Senator at 
that poiJlt of his very interesting address, because I did n_ot 
want to disturb the continuity of his thoughts. I desire, how· 
ever, that this explanation shall appear with his criticism. . 

I think his criticism is founded in justice; and I would not 
hesitate, if drawing an origiJlal bill, to obviate it. . · 

I belie,·e that in earning an income by personal service e,·ery 
man consumes a part of his principal, and t~at fact oug}lt 
always to be taken into consideration. T~e man who has his 
fortune invested in securities may find in a hundred years, if 
he spent his income, that fortune still intact, but t:\le lawyer 
or the physician or the man engaged in other personal employ
ment is spending his principal in earning his income. That 
fact ought under every just system of income taxation to be 
recognized and provided against. 

The inquiry naturally rises in the mind of every Senator, then, 
why I did not do it, and this is the plain answer: We were 
trying to send this bill back to the Supre111e Court with as little 
change as possible from the old law. I will say to the Sen
ator from New York that if that bill had been adopted and 
had been sustained. by the court, every real and intelligent 
friend of the income tax would have in time accounted for that 
difference. 

Mr. BACON. Mr. President, I did not finish the inquiry 
which I desired- to address to the learned Senator from New 
York. The question I propounded was preliminary to another 
question which I desired to propound to the Senator. If those 
who were engaged in this investigation or in the framing of th-e 
measure came to the conclusion, which I readily recognize, that 
the bond itself could not be taxed, I want to ask the Senator 
whether they considered this difficulty? 

Of course it is recognized not only as i>omething which can 
be done, but as something which is frequently done, where the 
owners of a corporation owning stock couvert that stock into 
bonds, and therefore under that conversion, instead of l:ltlying 
div!dends upon stock they pay interest on bonds, and the exact 
amount which would have been paid upon dividends is diverted 
to the payment of the bonds, which stand in the place of the 
stock which has thus been converted. I have seen in the papers, 
for instance, that one of our great transcontinental railroads 
is now engaged in that very process of converting stock into 
.bonds. 

It seems to me to be perfectly manifest under the provisions 
of the amendment and under the statement made by the Sena
tor from New York, in response to my first question, that it will 
be within the power or the corporations which it is thus sought 
to reach to convert in a large measure their stock into bonds, 
and, under the reply given by the Sen a tor to my first inquiry, 
in so doing they will escape the pay111ent of this tax. That is 
the way it occurs to me. I desire to know from the learned 
Senator whether that question was considered by them and 
whether they recognize that as an insuperable difficulty, or 
whether there is any possibility by which an effort on the part 
of a corporation thus to convert its stock into bonds and thus 
defeat the payment of this tax would be prevented by any pro
vision of the amendment. 

Mr. ROOT. That was much considered, Mr. President. As 
we found that the bonded indebtedness of the corporations of 
the cou.ntry does not vary very much from the capital stock as 
it is now, we thought that the simplest and most efficacious 
way to prevent any abuse on any considerable scale would be 
to introduce into the measure the limitation which the Senator 
will find there; that is, not permitting the corporation to de
duct from its gross income any amount assignable to the pay-· 
ment of interest upon its indebtedness in excess of the amount 
of its capital stock. So if you take the corporations of the 
country by and large, as indeed they are limited by the laws 
of very many States to bonded indebtedness not in excess of 
their capital stock, there can be no greater reduction by way 
of interest from the gross income in reaching the net income 
than would be made upon the bonds that now exist. 

Mr. BRISTOW. Mr. President--
The VICE-PRESIDENT. Does the Senator from New York 

yield to tbe Senator from Kansas? 
Mr. BACON. Mr. President--
Mr. ROOT. I will keep yielding to the Senator from Georgia 

until he is through, Mr. President, and then I will yield to the 
Sen a tor fro111 Kansas. 
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Mr. BACON. I will trespass only a moment. It will be rec
ognized by the Senator, I presume, that as to a very large pro
portion, if not the majority, of state corporations, especially 
those which are organized .under general law, in almost all of 
the States the power to increase stock is almost unlimited. So 
if that is the only restraint, if that is the only thing which shall 
hold them within proper bounds, all that a corporation would 
have to do when it desires to evade the payment of this corpora
tion tax wou1d be, under one pretext or another, to enlarge the 
amount of the stock, which they can do by simple resolution. 

Mr. R001.'. May I call the attention of the Senator to the 
fact that they would have to pay on the stock or on the proceeds 
the income from the money received on the stock? 

Mr. BACON. l\1r. President, nobody knows better than the 
Senator that we have very large classes. of stocks which are de

. ferred in point of preference to other classes of stock. 
Mr. ROOT. Mr. President, this measure limits the stock 

which is the basis of comparison to paid-up capital stock, and 
I take it that when gentlemen who feel moved to constitute 
capital stock by putting in cats and dogs have to meet the Com
missioner of Internal Revenue of the United States, and the 
way in which our internal-revenue laws are applied, they will 
find that they will have to h11ve stock that is really paid up. 

Mr. BACON. I do not wish, in the inquiry I addressed to the 
Senator, to be understood as antagonizing what he said. 

l\Ir. HOOT. I understand. 
Mr. BACON. But those are grave questions, in my mind, and 

I desired to know whether they had been considered and what 
was the conclusion that had been reached. 

Mr. ROOT. I will say to the Senator that both of those 
questions not only were very fully considered and discussed, 
but they gave us a great deal of solicitude. We found it diffi
cult to solve them, and we solved them in what seemed to us 
the best way after the very fullest discussion. 

The VICE-PRESIDENT. Does the Senator from New York 
yield to the Senator from Kansas? 

Mr. ROOT. Certainly. 
Mr.• BRISTOW. I do not know whether I correctly under

stood the Senator from New Yorl;, but as I heard him I un
derstood him to say that the information which he expected 
to collect in regard to the corporations would be valuable in 
revising the tariff in the future, because it would give Con
gl'ess hllowledge as to their operations, and so forth. Did I 
understand the Senator correctly? _ 

JI.Ir. ROOT. Yes, Mr. President; I think that such a record 
will be the most valuable and effecti\e basis of the action of 
whatever commission we provide for here. I hope that before 
we leave this Chamber we shall provide, in one form or another, 
for a commission which will lay before the Congress the next 
time it comes to revise a tariff the facts on which they are to 
proceed. I think that such a record as will follow necessarily 
from the administration of this proposed Jaw will be tlte most 
useful possible basis for such a commission's action. 

Mr. BHISTOW. Of course it was not intended, was it, to 
finally ascertain the comparative cost of the pi·oduction of an 
article here and abroad, and so forth? The information that is 
to be collected does not contemplate any such scope as that'/ 

JI.Ir. ROOT. No; but it will indicate whether a lot of gentle
men are on their way to a poorhouse or a palace. 

l\Ir. CLAPP. l\Ir. President, realizing that the afternoon is 
somewhat advanced, I shall try to be very brief in presenting 
a protest against this proposed legislation. 

Mr. President, we are confronted by the question of supple· 
mental revenue. There are four ways in which the revenue 
provided for in the pending tariff bill, which almost everyone 
agrees will fall short of the necessities of the Government, 
might be supplemented. One, to my mind the most natural 
and logical of all, would be to take tobacco and impose upon 
tobacco a fair tax, which to-day is not imposed UllOn it, as was 
shown so clearly by the Senator from Indiana [Mr. BEVER
IDGE). The other would be by the imJlOsition of an additional 
tax upon intoxicating liquors. From those sources we could 
easily obtain sufficient revenue to supplement the revenue pro
vided for in this bill. 

But it seems that these plans can not meet with approval here, 
and so we are relegated to one of three other plans, namely, an 
inheritance tax, an income tax, or a so-called "corporation tax." 

'l'he first tax suggested by the President was an income tax. 
It was suggested in his speeches before the election. The next 
tax suggested was an inheritance tax, suggested by his inau
"Ural address, made on the 4th of l\Iarch. The third tax sug
~ested by him has been the so-called " corporation tax." 
b J\lr. President, for one I am ready to vote for an inheritance 
tax, although, strictly speaking, an inheritance . tax is not a 
tax, but rather a toll collected only once in each generation, 

and it would not re11ch the vast fortunes which in this country 
escape federal taxation, and which justly ought to contribute 
their :!!hare to the burden of such taxation. But I would readily 
vote for an inheritance tax, although my own State is opposed 
to it. I believe that inheritances are so justly the subject of 
taxation to a point where both the State and the Federai,Gov
ernment can take toll from the passing of an estate, and the 
taking of the toll by the Federal Government would not mili
tate against the toll taken by the state government. 

But there seems to be no possibility of that becoming a law 
at this session unless it is that we may be able to so portray 
the iniquities of this proposed corporation tax as to strengthen 
.the hands and the purposes of those who will yet have to deal 
with the bill after it shall have passed the portals of the Senate. 

It is not my purpose, either, to enter into a long discussion of 
the income tax. I listened with great interest to the Senator 
from New York and to the objections which he raised against 
an income tax. One of his objections was the objection which 
in late years has been developed in English study of economy, 
between taxing the early e)lergies of the individual and the 
accumulated fortune which the individual may in latei: years 
have laid by. I challenge the Senator from New York, or any 
other Senator, to point out where and how that defect is cured 
in this proposed so-called "corporation tax," for, so far as it 
reaches corporations, so far as it lays its hand upon any in
dividual either by diminishing the income of a stockholder or 
by the transfer of the tax to the consumer purchasing of the 
corporation, it lays it with equal weight upon the man who is 
struggling to secure a competency and the man who has obo 
tained a competency, because it makes no discrimination be
tween the rich stockholder or the stockholder of moderate 
means, nor between the rich or poor consumer. 

Not only does it fail to make such discrimination, but abso
lutely exempts the man who has gone still further in the process 
of accumulation and has laid his accumulated savings in the 
form of bonds. 

Then, it is said that the income tax is hostile to the spirit of 
protection. I asked the Senator to point out why and how the 
amendments coming in at this late date, after the schedules 
have been fixed in the committee, the one can be any more hos
tile to the spirit of protection than the other, and his only an
swer was that we ·had underestimated the amount of revenue 
that would be obtained and some one else had overestimated 
the amount of revenue to be obtained by the other. There are 
no figures before the Senate, there is no data to-day in this 
country, of accumulations upon which any man can base a con
servative opinion as to how much would be received from either 
source. So far as one or the other amendment militates against 
the spirit and purpose and policy of protection, one does so as 
absolutely as the other. The Senator from New York left that 
question-unanswered, and it can not be answered. ·whether a 
dollar raised after this tariff has been fixed comes from one 
source or another, it is only a menace to the SJlirit of protection 
when it exceeds the shortage that is left after a fair measure 
of protection has been secured. 

I have heard it claimed about the Chamber for. several days 
that this proposed corporation tax is pursuant to the message 
which the President sent to this body a short time ago. Mr. 
President, I for one challenge that assertion, so far as it re
lates to some of the important and vital provisions of the pro
posed amendment. Ever since I l!ave been in the Senate, again 
and again some measure is brought in here, and we are told 
that the measure has the approval of the President. 

The President of the United States has a simple method by 
which he can communicate his views to this Senate; and he 
communicated his views to this body in a message a short time 
ago-a plain message, easy to understand, bnt which fnils to 
find expression in the detains of the proposed amendment. 
After this message came in, an amendment was drawn and 
finally presented to the Senate; and the Senate beheld tl.Je piti
able spectacle of the presentation of the vroposed amendment, 
with the admission that it was not certain what it covered, and 
yet it was claimed that in its details it bore the "0. K." of the 
President of the Unitecl States. It was then asserted that if 
building and loan associations are profit-making institutions, 
they ought to be taxed; tbnt the amendment claimed to be pur
suant to the directions of the President of the United States did 
tax them. I am not discussing now whethe1· they should be 
taxed or not; but the President of the United States expressly 
excepted in his message building and loan associations from 
those stock and association companies whieh. under his sug
gestion, were to be the subjects of taxation. 'l'he Pi·esident, in 
his message, called attention to tllree classes of corporation~ that 
should be exempted-national banks, because tlley were already 
taxed; savings banks; and building and loan as~ociations. 
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M1·. FLINT. Mr. President, I have made a canvass this: 

nfteruoon, and have discussed the matter with a number of 
Senators, and I feel confident that an agreement can be reached 
to Yote upon the substitute at a Yery early date. A number 
-of Senators have advised me that .they desire to discuss the' 
question; but, as I understand them, their remarks will be 
bt·ief. 

I will ask unanimous consent that we take a vote on this 
amendment not later than Monday. 

Mr. ·CLAPP. Mr. President, I understand that the Finance 
Committee have no<t yet reiJ(lrted a drawback amendment. 

Mr. FLINT.· The Senator is conect. 
Mr. CLA.PP. NQr \has the maximum and minimum proposi

tion been disposed of by the Committee of the Whole. 
Mr. LODGE. Yes; it has been reported. It has not been 

adopted by· the Senate. 
Mr. CLAPP. That is what I say. 
Mr. LODGE. It has not been adopted by the Senate; no. 
Mr. CLAPP. And the committee is also investigating the 

tobacco question. 
Mr. FLINT. 'l'he Senator is correct. 
Mr. CLAPP. I submit that instead of agreeing to-day 'On a 

time for a vote, those matters should be bt·ougbt in. If no one 
is ready to debate this particular amendment there is no .reason 
why the debate can not go on upon the other questions. At all 
events, I will not consent. . 

Mr. HEYBURN. Mr. President, without taking up the dis
cu~sion of the measure, I might at this time appropriately sug
gest to the Senator from 1\ew York [Mr. RooT] an inquiry that 
arose in my mind during his very able presentation of the ques
tion. I was at first inclined to ask for some further light upon 
the language in lines 10 and 11, on page 1, as it is understood 
by the committee. So far as my investigation shows, it is un
usual language. I do not know ·Of any other legislative meas
ure in which similar language has occurred. I refer to the 
words "shall be subject to pay annually a special excise· tax 
with respect to the carrying on or doing business." · 

The words "with respect to," are susceptible of a rather wide 
and varied interpretation. And as they are unusual, if the 
Senator from New York can define a little more clearly the 
limitation of the woJ.:ds I think it will perhaps enable some of 
us to dispose of what might otherwise be an objection. 

I should like to inquire just what is included by the words 
"with respect to." 

Mr. ROOT. Mr. President, as I understand, those words 
were taken from the decision of the Supreme Court in the 
Spreckels case; and they are designed to attach this tax to the 
business rather than to permit it to be attached to the property. 

Mr. HEYBURN. That is just the thought that caused me to 
ask the question as to whether those w-ords would const1tute it 
a tax upon the business, as distinguished from a license. 

Mr. HOOT. As distinguished from a tax on property. I 
can not at this moment lay my hands on a copy of the amend
ment. 

1\Ir. HEYBURN. Would that constitute a property tax, as 
distinguished from a tax upon the occupation? 

Mr. HOOT. No; just the. contrary. The Senator will re
member that away back in the Hylton case the question was 
discussed as to whether the tax on carriages was a tax on car
riages in respect of or with respect to their use. 

Mr. HEYBURN. That is the question. 
Mr. ROOT. That language has been ·carried along through 

a series of decisions of the court, where it bas held. various 
l)rovisions of taxation not to impose direct taxes, and therefore 
not to be subject to the constitutional provision for apportion
ment. It has spoken of them in slightly varying forms of lan
guage, us being with respect to the use or the privilege or the 
business or the facility of carrying on business; thus attach
ing the tax not to the thing, not to the property, but to the incor
poreal, intangible privilege or power or process. These words 
are designed to accomplish that; and I think they are taken 
from the yery words of the court in the Spreckels case. 

Mr. HEYBURN. '.fhat is a question that must arise in the 
mind of anyone in determining the character of this legislation; 
and if the Senator thinks those are the exact words--

Mr. ROOT. I will r,ot be certain about it. I know the At
torney-General took them from some case. 

Mr. HEYBURN. But were they not the words used by the 
court, and not by the legislative body? 

Mr. ROOT. I think so. 
Mr. HEYBURN. Were they not merely words of descrip

tion? 
!lit". ROOT. They were words used by the court, as I under

stand it. 

Mr. HEYBURN. Yes; but they were not taken from· the 
language of the legislation? 

1\Ir. ROOT. 1\o. 
1\Ir. HEYBURN. The court might very well use them as 

words of reference, and yet they might not appropriately ex
press just what is attempted in this case. 'l'he first time I had 
occasion to read the amendment those' words struck me as 
being a little -bit uncertain in their meaning; and in view of the 
fact that our legislation must be certain in the expression <1f 
the purpose, it seemed to me the court might hold that the pur
pose of the legislation was not expressed with sufficient defi
niteness. 

I merely call attention to the matter at this time in order 
that Senators :and others who have been responsible for the 
framing of the language may direct their attention to it. 

lllr. NELSON. Mr. President, will the Senator yield to me! 
The VICE-PRESIDENT. Does the Senator from Idaho yield 

to the Senator from Minnesota'? 
.M:r, HEYBURN. Certainly. 
llfr. NELSON.· I desire to call the Senator's attention to the 

fact that this is practically the language found in the act o{ 
1898 in respect to the tax laid upon sugar-refining companies 
and on oil-I·efining companies. It substantially follows that 
language. 
. Mr. HEYBURN. l beg the Senatot·'s pardon; my attention 
was diverted. 

Mr. NELSON. I want to say to the Senator that with the 
€Xception of substituting the word ,. with " for the word "'in," 
this is substantially the language of the act of 1898, levying 
a tax upon sugar-refining eompanies and ·Oil-refining eompanies 
and pipe lines, which is the case upon which the court has 
passed. 

Mr. HEYBURN. Has the Senator the language before him? 
l\Ir. NELSO:N. I can find it in a minute. 
Mr. NEWLANDS. l\Ir. President--
The VICE-PRESIDEN'.f. Does the Senator from Idaho yield 

to the Senator from Nevada? 
Mr. HEYBUHN. Yes. 
Mr. NEWLANDS. I have the section before me-section 27. 

It contains no such language. The section declares: 
That every person, firm, corporation, ar compnny carrying on or <lo

ing the business of refining petroleum, or refining sugar. • • • 
shall be subject to pay annually a special excise tax equivalent to cue
quarter of 1 per cent on the gross amount of all receipts. 

The words. " with respect to " are not contained in that sec~ 
tion; but the Senator will find them, or words similar to them, 
in the decision of the court in the Spreckels case, where it says: 

Clearly the ta¥ is not imposed upon gross annual receipts as property 
but only in respect of the carrying on or doing the business of re~ 
fining sugar. 

The words :are not exactly the same, but they are similar. 
Mr. HEYBUHN. They are not used in legislation, however. 
Mr. NEWLANDS. 1\o. 
l\Ir. HEYBURN. But they are used by the court merely as 

descriptive of the statute. 
Mr. NEWLANDS. Yes. 
Mr. HEYBURN. I do not think that would justify the use 

of those words in legislating. 
Mr. FLINT. llfr. President--
The VICE-PRESIDENT. Does the Senator from Idaho yield 

to the Sen a tor from California? 
Mr. HEYBURN. I do. 
llir. FLINT. I will ask the Senator to yield to me in order 

that I may ask unanimous consent for a vote upon, the pending 
amendment on Tuesday, at 12 o'clock. 

Mr. BAILEY. Mr. President, I had my attention diverted 
for a moment. I should like to bear that request restuted. 

The VICE-PRESIDENT. The Senator from California [Mr. 
FLINT] asks unanimous consent that a vote be taken, the Chair 
assumes the Senator to mean, upon the amendment of the 
Senator from Texas and the pending amendments. 

Mr. BAILEY. llfr. President, I should not want to preclude 
the possibility of other amendments, and the way the t·equest 
was stated it would be confined to the amendment I offered, 
the substitute offered by the Senator from Massachusetts, and 
the amendment offered by the Senator from Rhode Island. 

1\fr. LODGE. I think it is the intention of the Senator from 
California to ask that a Yote be taken on the amendment of the 
Senator from Texas and all amendments thereto. 

1\Ir. BAILEY. And all amendments permissible under the 
rule. 

Mr. STONE. And at 12 o'clock on Tuesday it is proposed to 
take the vote? 

Mr. FLINT. That the v-oting shall commence. 
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1\Ir .. HEYBURN. The distinction would seem to me to be 
that the words are not sufficient as a grant of power to the ex
ecutive branch of the Govemment to do the thing-that is, to 
collect the tax:. They are not a sufficient grant of power; and 
if the grant of power lies anywhere, it must lie in those words. 

Mr. BRANDEGEE. Without disputing the constitutionality 
of the act-for I think we all admit, or, .at least I do, that the 
Government has a right to select corporations for taxation, and 
exclude partnerships--it is certainly an injustice to a small 
corporation to allow a partnership, engaged in the same business 
and in close competition with it, to go untaxed, while the small 
competing corporation is compelled to pay a tax of 2 per cent. 
And I should like to ask the chairman of the committee if he 
is able to state wby it was that the committee did not impose 
this tax upon partnerships as well as upon corporations? 

Mr. ALDRICH. Mr. President, there were a vast number of 
industries and subjects which the committee might have in
cluded, I suppose; but they had to stop somewhere. The com
mittee, with the advice they had, believed the present tax: to be 
constitutional; the President's message advised us as to the 
character of the legislation which he desired; and the limitation 
seemed to the committee to be proper and natural. We did not 
intend to tax everybody and everything in the United States. 

Mr. BRANDEGEE. · But on principle, Mr. President, there 
would seem to be no difference between a partnership and 
a corporation. They are both combinations of men to do busi
ness. I wondered whether or not the question had been pre
sented to the committee, and whether or not there was any dis
cussion in the committee as to it. 

Mr. ALDRICH. Does the Senator think we could constitu
tionally tax the incomes of individuals received from real estate, 
for instance? · 

Mr. BRANDEGEE. The question whether a copartnership 
is .an individual or not is one that I should want a little time 
to consider. 

Mr. CURTIS. 1\Ir. President, the Senator recognizes, how
ever, that there is a great deal of difference in the extent of 
the liability of members of partnerships and members .of cor
porations. 

Mr. BRANDEGEE. Entirely so; and I will ask the chair
man of the committee whether or not that matter was considered 
by the committee? 

Mr. ALDRICH. Mr. President, I suppose the Senator from 
Connecticut is as well aware as I am that any Senator, even 
with much Jess ingenuity than the Senator from Connecticut, 
could suggest in a five-minute speech questions which could not 
be answered in the course of a session. There were a great 
many difficulties surrounding this problem, and the committee 
decided to hew clos~1y to the line and follow the suggestions 
and recommendations of the President in this legislation. 

Mr. BRANDEGEE. Does the Senator desire to answer my 
inquiry as to whether the matter of imposing a tax upon part
nerships was considered at all by the committee? 

Mr. ALDRICH. I will say that it was considered, and the 
committee thought it raised a cloud of questions which they 
did not care to discuss or to dispose of. 

Mr. RAYNER obtained the floor. 
Mr. TALIAFERRO. 1\fr. President, I suggest the absence of 

a quorum. 
The VICE-PRESIDENT. Does the Senator from Maryland 

yield to the Senator from Florida? 
1\Ir. RAYNER. I yield to the Senator. 
The VICE-PRESIDENT. The Secretary will call the roll. 
The Secretary called the roll, and the following Senators 

answered to their names : 
Aldrich Chamberlain Frye 
Bacon Clapp Gallinger 
Bailey Clark, Wyo. Gamble 
Borah Crawford Guggenheim 
Bourne Culberson Heyburn 
Bradley Cullom Hughes 
Brandegee Cummins J"ohnston, Ala. 
Briggs Curtis .Tones 
Bristow Davis Kean 
Brown Depew La Follette 
Bulkeley Dick 1\!cCumber 
Burkett Dillingham McEnery 
Burnham Dolli>er McLaurin 
Burrows Elldns Martin 
Burtoa Fletcher Money 
Carter Foster Nelson 

New lands 
Overman 
Page 
Penrose 
Perkins 
Piles 
Rayne~: 
Root 
Scott 
Stone 
Sutherland 
Taliaferro 
Taylor 
Warner 
Wetmore 

1\Ir. BACON. I desire to state that my colleague [:Ur. CLAY] 
is necessarily absent from the city, and will be absent for 
several days. 

Mr. OVERMAN. I wish to announce that my colleague [1\Ir. 
SIMMONS] is unavoidably detained to-day and will not be in 
the Chamber. . 

The VICE-PRESIDENT. Sixty-three Senators have an
swered to the roll cull. A quorum of the Senate is present, 

Mr. RAYNER. 1\!r. President, I will kindly ask the atten
tion of the Senate to discuss the legal phases of this amend
ment. 

I want to ~my that I am in favor of the jncome tax and I shall 
>ote for the income tax if I bave the opportunity of doing so. 
I may not have the opportunity of doing so, however. I may 
be forced ultimately to decide whether I shall vote for this 
corporation tax or not. If I am forced to that ultimate de
cision, I shall vote for it. 

I want to be distinctly understood upon this proposition. 
Between an income tax and a corporation tax I 0-m decidedly 
in favor of an income tax, for reasons that have already .been 
given by Senators, and I do not desire to add anything to tl.le 
literature on that subject. But if ultimately I am either com
pelled to vote for the amendment of the committee or to vote 
for no additional tax at all, I shall vote for the corporation tax; 
and I rise now for the purpose of explaining my vote and justi
fying it. 

I believe that this is a constitutional measure, and I hope 
that I shall be able to demoru>trate that proposition. I do not 
care for words, Mr. President. I t:hink if you will eliminate 
the sentence that the Senator from Connecticut desires to have 
eliminated you will m!lke the law invalid, not that I believe 
for a moment that a law can be made constitutional by legisla
tion, but a law can certainly be made invaHd by leaving 1>ome· 
thing out of the law. 

I will 13tate my propositions, and I will indulge in no irrele
vant or collateral matter. I will come right to· the point Qf the 
discussion. I lay down these three propositions: First, that this 
t.ax is an excise tax. That is·the first proposition. The second 
proposition is tllat jt is a uniform tax. The third proposition 
is that it does not infringe upon the reserved rights of the 
States. 

The first proposition is that this is an excise tax. There .can 
not be any doubt upon that proposition. No matter bow tbis 
bill is worded the word " or " or the word " and" can not 
change the construction of what this proposed law is.. It is 
an excise tax. It is an excise tax and not laid upon the profits 
of a corporation. This is not a tax laid upon the net prouts <Jf 
a corporation. If it was a tax laid upon the net profits of a 
corporation, it might possibly come within the income-tax de
cision. ·It is a tax laid upon the business and privileges of a 
corporation, and the measure of the tax is the net profits of the 
corporation. That is about as concisely stated as I can state 
it, and it has been so stated, not once, but a hundred times, in 
the different decisions upon kindred propositions. When we 
get away from that proposition we indulge in what seems ir
relevant and collateral matter that does not even illuminate the 
proposition we are discussing. · 

Let us look at this and see whether I am right or not. I do 
not like the corporation amendment; I think it is inequitable; 
but when the time comes and we can not obtain an income tax, 
then I am in favor of this tax. I am in favor of an income tax 
upon the proposition advanced by the Senator from Texas and 
the Senator from Idaho and the Senator from Iowa, and other 
Senators. When the point is reached, I will vote for this cor
poration tax: rather than vote for no tax, and that is the only 
ground on which I will vote for it. In Yoting for it I want to 
justify my vote on the ground that I believe it is a legal tax, 
and there will not be a dissenting opinion in the Supreme 
Court of the United States when the Supreme Court confronts 
it for the simple reason that the Supreme Court, in a number 
of cases, has already covered the proposition. 

The senior Senator from Minnesota [Mr. NELSON], whose 
mind always goes to the root ·of a legal question, settled it 
just now in answer to the Senator from Connecticut. He said 
this is not a tax for the right to do business; it is a ta:le upon 
the business. It is a tax upon the business privileges of a 
corporation, and you measure that tax simply as a standard 
of measurement by the net profits that the corporation obtains. 
You can take any other standard. You can take any standard 
you want if it is not nn arbitrary standard. 

Mr. OVERMAN. Let me call the attention of the Senator 
to the fact that franchise taxes--

1\fr. RAYNER. This is a tax upon the privilege and the 
business of a corporation and the facilities of a corporation. 

1\fr. OVERMAN. Franchises are of two classes-primary and 
secondary. The primary franchise is the right of a corporation 
to exist, and the secondary franchise is the right, the privilege, 
to do business. The Senator says this is a tax on the pdlilege 
to do business, and therefore it is a tux on the secondary fran
chise. 

1\Ir. NELSON. 1\Ir. President--
Mr. RAYNER. Let me answer that a moment. 
1\fr. NELSON. Will the Senator allow me1 
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from New York [Mr. RooT]? I have uo great concern about 
the precise words that are u~ed here. I agree entirely with 
the Senator from New Yorl.:: that it does not make any differ
ence. The essential question is, "What are you trying to do?" 
It is answered, "He is trying to apply the principle of the 
Spreckels case." 

Congress, in looking around for an object of taxation, believed 
that those who were engaged in the business of refining oil 
or that of refining sugar could well bear a tax, because, I as-
sume, of some peculiarities relating to those kinds of business. 
It therefore imposed a tax upon the business, or upon those 
engaged in the business, of refining oil and refining sugar. 

But let us see with respect to the present measure. Congress 
does not in this case select any kind of business which it be
lieves ought to bear a tax. It does not impose any tax upon 
all the persons who are engaged in any kind of business. It 
selects corporations or joint-stock companies. If_ I were sitting 
as a judge, if I did not believe this to be a tax upon property, 
I should hold it to be a tax on property or on income; and I 
should sustain it as constitutional, because I believe it to be 
constitutional. But if I were driven to the position of holding 
it to be a tax on business, then I should be compelled to hold 
it to be a tax upon the business of being a corporation-a tax 
upon the business because it is carried on by a corporation; 
not because the business has any peculiarities or characteristics 
or is able to afford a revenue, but because it is conducted by 
a corporation. And when we are drh·en to that point in the 
argument the tax becomes one upon the franchise of the cor
poration; and under the decision which I think is the last 
expression of the Supreme Court upon· the subject it becomes 
unconstitutional, as is admitted on almost all hands. 

I want to say that much in reply to the suggestions that 
have been made here with regard to mere words. I do not be
lieve it makes any difference what words we use, because the 
court will, as it always has and as it always ought to, reach 
in beneath the husk and discover the real purpose of Congi·ess. 

Mr. ELKINS. llfr. President, I should like to ask the Sen
ator from New York just what the words "with respect to the 
carrying on or doing business" mean? I should like to put 
that question to him. If he were a judge on the bench or 
speaking as a distinguished Senator and able jurist, what would 
he say those words meant? Ordinarily he would say: "Why, 
they are very clear." But they are causing a great deal of 
trouble in this discussion, and I should like to have the Senator 
state what he thinks or knows they mean. 

Mr. ROOT. Mr. President, I do not want to contribute to the 
trouble. I think there is altogether an unnecessary amount pf 
trouble on the subject, and I do not think I can make the words 
any clearer by any gloss or explanation of mine. I think we all 
know what the carrying on of business means. I should despair 
of trying to make it any clearer. 

Mr. BACON. As the Senator is being interrogated as to the 
meaning of these words, I should like to ha>e his understanding 
of certain words the construction of which are somewhat doubt
ful to my mind. The Senator has quoted from the income-tax 
decision this phi.·ase from the Chief Justice which is quoted in 
the Spreckels case. The Senator has read it. The first two 
lines are these : 

We have considered the act only in respect of the tax on Income 
derived from real estate and from invested personal property. 

I should like to know what the Senator understands to be 
the meaning of the words "from invested personal property" 
in that connection? I want to say to the Senator, I am nof ask
ing the question simply from idle curiosity, but in view of some 
other questions connected with this case which those words 
might throw some light upon. I will say that I haYe never been 
able to clearly understand what the court meant in that particu
lar connection. Of course we all understand what im·ested 
personal property is, but what classification cUd the Supreme 
Court have in mind when it used in the connection "of an in
come derived from real estate and from in>ested personal prop
erty?" 

1\fr. TIOO'l'. 1\Ir. President, I think there is a clear line be
tween the two kinds of treatment of personal property, and I 
assume that the court had that line in mind. There may be, 
first, an in,-estment in personal property which is not used by 
the investor, as to which he is passiYe. 

The purchaser of bonds remains quiescent and receives the 
interest from time to time as it accrues and is paid. The lender 
of money upon bonds and mortgages does the same, and the 
lender upon notes does the same. That kind of income which 
is not associated with any activity or any use on the part of 
the owner, I understand to be the income from invested personal 
property which the court had in mind in the first part of the 
clause, while on the other hand personal property is widely 

used and must be widely uscil in the activities of life. The 
workman uses his tools, the merchant his stock o_f goods, buy
ing and selling and transporting. taking it from the place where 
it is worth but little to the place where it is ready for the 
uses of mankind. The great body of the business of life is done 
by dealing with personal property on the uasis of real prop
erty; and that kind of investment, the ownership of the tools, 
the implements, the materials used in the actiYities of business 
life, I understand to be the subject of the second part of the · 
clause. 

There was the difference between the two that I think led 
the court to say that they have considered only the tax on 
incomes from invested personal property and )lad not com
mented on so much of it as bears upon the gains or profits 
from business privileges or employment . _ 

1\fr. BACON. Now, if the Senator will pardon me a moment, 
we recognize that the general language "invested_ personal 
property" would cover not only investments in bonds and 
things of that kind, to which the Senator-has alluded, but would 
cover investments in all other kinds of personal property. If 
I understand the Senator correctly, his idea is that the inten- · 
tion of the court was that that absolutely idle property, upqn . 
which men live without effort by simply clipping coupons, was 
intended by the law to be beyond the reach of Congress to tax, 
whereas all the property which goes into the great activities of 
life may be subjected to on,erous taxation. Is that the view 
of the Senator? . 

Mr. ROOT. I think, under the decision in the Pollock case, 
the property which the Senator speaks of as idle, which is only 
idle for the investor--

Mr. BACON. That is what I am speaking about. 
Mr. ROOT. Of course, it is the representative of somebody 

else's activity, and I think it is protected against taxation now 
according to the rule of apportionment, while the other, being 
incidentally employed in connection with t:Ue business of life, is 
subject to an excise tax or duty, whatever it may be called, 
which is free from the rule of apportionment. 

1\fr. BACON. The result is that this property which is thus 
represented by bonds is practically to be exempted for all time 
from taxation, because if that interpretation is correct, bonds 
could only be taxed through apportionment, and we know that· 
on account of conditions which have been explained here in 
this argument taxation through apportionment is practically 
impossible. . _ 

It will neYer be resorted to because of its gross inequality; 
one section would be so much more taxed per capita than an
other, and one particular locality so much more under direct 
apportionment than it would be under an ad valorem. Then 
the natural and necessary result is that the property which 
I have denominated as idle property, and which I do not thini{ 
I have incorrectly denominated, is to be for all time exempted 
from taxation, whereas the class of property which enters into 
the great activities of life, and out of which our prosperity is 
to be developed is the property which will be exclusively here
after burdened with taxation. 

I speak of the investment of bonds, and so forth, as· the idle 
property. In a sense, of course, It has been created by great 
industry and great labor, but htxation at last falls upon the 
man who owns the property, and the man who owns the bonds 
and who is himself not engaged in the industry _which p1'oduces 
the interest out of which he lives is absolutely to escape, so 
far as that particular inYestment is concerned, though he lives 
upon the use of the labor of others. For myself I am not will
ing to subscribe to any proposition which will lead us to so very 
undesirable a result as that. 

The PRESIDING OFFICER. The question is on agreeing to 
the amendment offered by the Senator from Hhode Island [llfr. 
ALDRICH]. 

Mr. ELKINS. I will ask the Senator from New York, if he 
is in charge of the measure, if 1 per cent would not be enough 
instead of 2? I should like to haye somebody answer as to 
the amount of reYenue that would be derived from 2 per cent 
and the amount to be deriYed from 1 per cent. I do not see 
any member of the committee here, and I should like to have 
the Senator from New York state if any attention has been 
m·a'fi'll to the matter as to how much revenue would be produced 
with 2 per cent and if we could do with 1 per cent. 

Mr. ROOT. I took occasion yesterday to make some remarks 
upon the w·oeful lack of information that we have here at the 
seat of government regarding the corporate interests and actiYi
ties of our country. I think the question put by the Senator 
from West Virginia served to enforce what I said. We ought 
to have here definite, well-ascertained, and tested information 
which will enable us to answer such questions. But we have 
not. The best means by which we could get a result was by 
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taking unofficial figures that had been published in various 
magazines nnd made up by gentlemen who are interested in the 
subject, and the estimate which the President gn>e of $25,000,-
000 seemed to be a reasonable estimate. But there are so many 
unknown quantities that it is not much more than a guess, and 
no one can speak definitely. 

Mr. ELKINS. I see the chairman of the committee is in the 
Chamber now, and I will ask him the question that I put during 
his absence to the Senator from New York. What amount of 
re>enue will 2 per cent bring, and could we not get on with 
1 per cent? I think, outside of this amendment and without 
resorting to special taxes at this time, there are other custom 
and internal taxes that would raise all needed revenue. 

Mr. AI,DRICH. As the Senator from New York has just 
said, it is very difficult to make any accurate estimate of the 
revenue which would be deri>ed from this tax. l\Iy own esti
mate would be at least twice that of the President. I think it 
will produce at least $50,000,000 per annum, and I am inclined 
to think more than that. It is quite impossible, however, to 
say just what revenue would be produced. 

Of course, in response to the other question about 1 per cent, 
the Senator from West Virginia realizes that my own estimate 
of the amount of revenue to be produced by the measure itself, 
with the changes that have been made in the Senate, is that we 
shall have sufficient revenue without any additional taxes. So 
it is impossible for me to say whether $25,000,000 or $50,000,000 
additional should be required. Of course, for this fiscal year 
there was a deficit outside of the canal of $60,000,000. I esti
mate that there will be a deficit the next fiscal year of approxi
mately $40,000,000. It is my impression that beyond that the 
bill itself will take care of any expenses that are now in sight. 
Of course, involved in that question is as to what the course of 
Congress is to be with reference to expenditures. If we are to 
enter upon a new era of extravagance or of enlarged exh·ava
gance, no revenues that are now in sight will be sufficient to 
meet the expenditures of the Government. If, as I hope and be
lieve, we are to enter upon an era of intelligent economy, then 
I believe that the revenues to be derived from the bill as it now 
stands will be sufficient to meet all the expenditures of the 
Government. 

Mr. ELKINS. Just one more question, if the Senator will 
allow me. With the other ways of raising revenue, placing 
duties on many other products, would not 1 per cent be safe 
under the Senator's estimate, and he knows more, I think, about 
this question than anybody connected with the making of this 
bill? 

Mr. ALDRICH. I should not be willing at this moment to 
make an estimate of that kind or to state. I will say that I 
am engaged in making some inquiries along se>eral lines with a 
view of making a more intelligent estimate, or approximate esti
mate, of the income to be deri>ed from this tax than I am now 
able to make. I hope before the bill passes from the considera
tion of the Senate to be able to state in a more definite form 
an estimate of the revenue to be expected. 

1\Ir. CUMMINS. Mr. President--
Mr. BRISTOW. Will the Senator from Iowa yield to me for 

a minute or two? 
l\Ir. CUMMINS. I yield to the Senator from Kansas. 
1\Ir. BRISTOW. Mr. President, I desire to read two letters 

that I have and make some observations bearing upon the ques
tion now before the Senate. A hardware merchant in the State 
of Kansas writes me as follows : 

We are a corporation, doing business beside a firm that does about 
the same amount of business that we do. We will be taxed at the rate 
of probably $1,000 per year, and our competitors will pay nothing. I 
am not sufficiently posted to discuss the constitutionality of such a 
measure, !Jut certainly there is no equity nor justice in a measure of 
this kind. 

I ha>e also a letter from a gentleman engaged in the dry 
goods business, and in that letter he says: 

Is it fair and consistent with the American idea of fairness and a 
"square deal" to tax our net earnings-taxes which will come out of 
the dividends to our stockholders, >cry many of whom nrc men in very 
moderate circumstances and working C'\'ery day for a living and the 
support of their families-simply !Jecnu~e we are doing business under 
a charter, while a neighbor doing business as an individual or under a 
copartnership is entirely free from said tax? And further, does the 
proposition reach the very wealthiest citizens, such as Rockefeller and 
Carnegie, whose holdings are not in Mocks of corporations, !Jut In 
bonds? • • • 

We ha>e neighbors on either side of us, one doing business as a 
copartnership,. the other as a pr_ivate individual. Bot~ are engaged in 
mercantile busmcss, each cmploymg about the same cap1tal as ourselves, 
yet under the proposed law we would be compelled to pay 2 per cent 
of our· net earnings, but they would pay nothing. Would they not as a 
result of this very law have an undue advantage over us simply be
cause we are conducting our business under a charter and they are not? 

You mny ask the question, Why are we, then, doing business as a 
corporation? Simply because it furnished a way for us to allow some 
of our employees of small means to be~ome interested in the business 
by allowing them to become shareholder~. 

Now·, lift·. President, I am told by the lawyers that the advan
tage of doing business as a corporation is sufficient recompense 
for this additional tax that is being imposed. I am sorry I can 
not agree with the lawyers. I will not undertake to discuss the 
constitutional questions involved, for I but poorly comprehend 
the fine technical distinctions that are made here between the 
different plans that are alleged to be constitutional and uncon
stitutional; but I believe I do know that when two men are en
gaged in identically the same business in the same community, 
selling goods to the same people for practically the same prices, 
under similar conditions, and one man prefers to do business 
under a charter and let his employees share with him the profits 
of that business, it is not right or just for the Government of 
the United States to impose upon him a tax and relieve his com
petitor, who may be doing business as an individual or copart
nership, from that tax. 

The Senator from New York [Mr. RooT} yesterday said that 
an income tax would be unfairly distributed, because the States 
of New York, Massachusetts, and some other of th~ eastern 
States that are densely populated would have to pay a larger 
share than western States. If the western Senators represent
ing States in this body will think for a moment, they will con
clude that an income tax on the incomes of individuals exceed
ing $5,000 would raise more revenue for the Government from 
the State of Kansas than this tax law, because there will be 
more men who will pay it. It would then include the bondhold
ers and those who have large fortunes that are not reached by 
this tax. It would more equitably distribute the burden as to 
population than this corporation tax. 

Senators, it is not my purpose to discuss this question. I 
have read from these letters and made these observations to 
give the reasons why I do not intend to vote for the amend
ment offered by the Senator from Rhode Island. I vote against 
it because I believe it is unjust; that it is wrong; that it is 
an unequal tax; that it places burdens that are not equitable; 
and I can not vote for it believing, as I do, that it would be 
an injustice to many of my constituents. 

Mr. DAVIS. Mr. President--
The PRESIDING OFFICER.' Does the Senator from Iowa 

yield to the Senator from Arkansas? 
Mr. CUMMINS. I yield to the Senator from Arkansas. 
Mr. DAVIS. Mr. President, the correspondent of the Senator 

from Kansas [Mr. BRISTOW] seems to overlook the advantage. 
of a corporation over the private individual. While his two 
neighbors, one upon the right and one upon the left, engage in 
a partnership and each as a private individual escapes the bur
den of this taxation, he must remember that he escapes liability 
for the debts of the copartnership except to the extent of hi!.. 
stock. 

I am opposed to the amendment of the Senator from Rhode 
Island as a substitute for the income tax, but I shall vote for 
it should the income tax fail-in other words, I choose the lesser 
of the two evils. We find that the corporations of the country 
are invading every avenue of business and trade. In my State 
we have trust companies formed for the purpose of transacting 
every kind and character of business. They administer upon 
your estate; they are guardians for your children; they abso
lutely curry their business to such an extent that it closes up 
the avenue of every individual effort. The individual is en
tirely destroyed and the law-made creature takes his place. 
Whenever an individual seeks an opportunity for employment 
or for business, he finds the door closed to him by the law-made 
creature, the corporation. 

My stand, Mr. President, is that if we can not tax all the 
corporations, we should tax just as many of them as we can. 
If you can not tax the big ones and the little ones, too, then tax 
the little ones. Get_ them all, if you can; if you can not get 
them all, get the biggest number that you can. That is my 
principle. If we can have the income tax, let us have that. 

I shall vote, first, against the amendment of the Senator from 
Rhode Island as a substitute for the income tax; then, if it is 
substituted, I shall vote for it as a substitute. 

Mr. BACON. Mr. President--
.>rhe PRESIDING OFFICER. Does the Senator from Iowa 

yield? 
Mr. CUl\fl\HNS. I yield. 
The PRESIDING OFFICER. Does the Senator yield the 

floor? 
Mr. CUl\Il\HNS. I yield to the Senator from Georgia. 
The PRESIDING OFFICER. Does the Senator yield the 

floor? 
1\Ir. BACON. As the question is raised, I will not ask the 

Senator to yield. 
1\Ir. CUl\IllfiNS. I am quite willing to yield to the Senator 

from Georgia for any purpose whate>er. 
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J\Ir. BACON". I am quite sure of that. 
The PRESIDING OFFICER. 'l'he Senator from Iowa will 

proceed. 
hlr. CU:i'IBIINS. I suggest the absence of a quorum. 
The PRESIDL"\'G OFFICER. The Secretary will cull the 

roll. 
'I'he Secretary culled the roll, and the following Senators 

answered to their names : 
Aldrich Clark, Wyo. ,Gallinger 
Bacon Crawford Gamble • 
Borah Cullom Gore 
Bourne Cummins Guggenheim 
Brandegee Curtis Heyburn 
Briggs Daniel Hughes . 
Bristow Davis Johnson, N.Dak. 
Brown Depew Johnston, Ala. 
Bulkeley Diclr Jones 
.Burkett Dillingham Kean 
Burnham Dixon Lorimer 
Burrows Dolliver 111eLaurin 
Burton .Elkins Money 
Carte~· Fletcher Nelson 
Chamberlain Flint Overman 
Clapp Ft•ye Owen 

Page 
Perkins 
Piles 
Rayner 
Root 
Scott 
Shively 
Smoot 
Sutherland 
Taliaferro 
Taylor 
Warner 
·wetmore 

The VICE-PRESIDENT. Sixty-one Senators have answered 
to their names. A quorum of the Senate is present. 

1\fr. BACON. Will the Senator from Iowa yield to me for 
just a moment? 

The VICE-PRESIDENT. Does the Senator from Iowa yield 
to the Senator from Georgia? 

J\fr. CUMMINS. I yield to the Senator from Georgia. 
Mr. BACON. Mr. President, I desire to offer an amendment 

to the amendment of the Senator from Rhode Island [l\fr. 
ALDRICH]. I do not now ask that the question be decided 
whether it can be properly offered at this time; but I desire 
to ha>e the amendment read, .and whenever it is in order I 
shall offer it. 

The VICE-PRESIDEI\T. The Senator from Georgia now 
presents an amendment for information, to be read and printed 
in the HECORD. 

Mr. BACON. I do. 
The VICE-PRESIDENT. The proposed amendment wi1l be 

stated. 
'I'he SECRETARY. It is proposed to insert at the conclusion 

of the first paragraph of section 4 of the amendment proposed 
by J\Ir. ALDRICH the fol1owing: 

Provided, That the provisions of this section shall not apply to any 
corporati.on or association organized and operated for religious, charita
ble, or educational purp0ses. no part of the profit of which inures to 
the benefit of any private stockholder or individual, but all of the profit 
of which is in good faith devoted to the said religious, charitable, or 
educational purpose. 

p,·o-ridcd further, That the provisions of this section shall not apply 
to incorporations or associations of fraternal orders or organizations 
designed and operated exclusively for mutual benefit or for the mutual 
assistance of its mern bers. 

Provided further, That the provisions of this se.ction shall not apply 
to any insurance or other corporation or association organized and 
operated exclusively for the mutual benefit of its members, in which 
there are no joint-stock s.hares entitled to dividends or individual profit 
to the holders thereof. 

Provided furthc•·, '!.'hat the provisions of this section shall not apply 
to any corporation or association designed o.nd operated solely for mer
cantile business the gross sales of which do not exceed $2i:i0,000 per 
annum. 

llir. BACON. I want to make, with the permission of the Sen
ate, the explanation that I have broken the amendment up into 
several different provisos, so that they may be, if so desired, 
separutely voted upon; otherwise, if any of them should be 
adoptea., the amendment would have to be recast so as to make 
it simply one proviso. The purpose of making several provisos 
was, what I have indicated, that the Senate might pass upon 
them separately. 

Mr. GCi\IJ\II.NS. l\Ir. President, I have already sufficiently 
J·axecl the pntJCnce of the Senate, I am sure; whether it be 
directly or indirectly, it is not for me to say, but I can not allow 
this debate to come to a conclusion without saying a word with 
respect to certain views advanced by the Senator from 1\ew 
Yorl' [J\fr. RooT]. It is to be very much regretted, I think, tho t 
those views were not brought before the Senate when this 
amendment \vas originally launched, for if they had been I 
believe that the debate that has ensued would haTe been very 
materially limited. 

I care nothing about that charming chapter or recitation 
respecting the genesis of this measure. I am a great deal more 
concerned in its exoa.us than I am in its genesis. I have not 
accused anyone nor shall I accuse anyone of inconsistenc:l' with 
respect to its origin or to its progress. I have little concern 
anyW!lY about consistency. As I remember, Mr. Emerson once 
said that consistency is the hobgoblin of small men and mean 
minds.; and I never .pause to inquire whether the .advocate of 
a particular measure has been consistent .or :inconsistent, ,for 
I am always ready to assume that the position taken at the 

time is taken at the suggestion of conscience and of judgment. 
However, I do desire to review very briefly some of the argu
ments which have been submitted. I sav now if I am un
molested I shall not occupy the time of tl1e Senate more than 
thirty minutes. I\Iark you, I do not forbid interruptions, for I 
shall receive tllem as t!Jey come; but if I nm unmolested I shall 
endeavor to conclude within the limit 1 have suggested. 

The Senator from New York, in that delightful \Yay of his
and it is always a charm to listen to his \vords and to witness 
the operation of his mind-expressed several objections to the 
general income-tax amendment for which I stand. I do not in
tend to take them all up, but I do intend to refer briefly to three' 
of them. 

The first-and it seems to me the one which is nearest his 
heart-related to the impropriety of passing a .law that chal
lenged the ,decision of the Supreme Court; and he painted a 
picture, from which we instinctively shrank as we looked upon 
it, which in glowing colors seemed to portend a great campaign 
if the general income-tax law should find favor in Congress; 
that it would be followed by a fierce, hot .campaign among the 
politicians or statesmen of the country in every .State, and that 
their thunde1;s and their clamors would knock at the door of the 
Supreme Court for the purpose of overcoming the integrity and 
stability of the members of that exalted tribunal; that the 
newspapers would pour out their criticisms upon the law or 
their plaudits upon the law; that those criticisms and those 
plaudits would find their way into the chambers of the Supreme 
Court and there assault the citadel of judicial virtue, and that 
we would have the spectacle of this tribupal deciding a great 
question of constitutional law under the influences thus aroused. 

I compliment the Senator from New York upon the effective 
way in which he painted this picture, but I am sure it is but 
the product of his fancy. If we were to pass this law, the 
United States would go quietly on; there would be no cam
paign; there would be no issue in political parties respecting it; 
there would be no storm, but there would be calm Elverywhere ; 
and in the end, when tile case reached the Supreme Court, it 
would be presented in the dignified manner common to the 
practice before that tribunal; and the judges, whose tenure of 
office is secure, who are beyond the influence of the political 
world, would decide the case according to the justice and the 
reason of the law. There would not be, as I view it, a single 
wave of unrest passing over the sea of our life or of our busi
ness. Our confidence in this great tribunal would remain un
impaired, because that confidence exists, notwithstanding our 
knowledge that it may at times mistake the law, that it may at 
times employ false reasoning, and that it may at times reach 
unsound conclusions. I beg that you will put away the sug
gestion that there is any impropriety in asking this tribunal 
again to examine, again to determine, one of the most vital 
powers conferred upon Congress by the Constitution of our 
fathers. · 

The Senator's next objection to the general income-tax amend
ment was that it had a tendency to array the East against 
the West, especially that part of the income-tax provision which 
exempted incomes not in excess of $5,000. Again, I believe he 
did scant justice to the intelligence and the patriotism of the 
American people. I belie>e that we are st1·oug enough to rise 
above these accidents in the distribution of wealth. It happens 
that u great proportion of the accumulated wealth of the United 
States lies within a narrow compass of our country geographic
ally; it happens that these vast and swollen fortunes, in which 
many thinking men and many profound statesmen find a menace 
to our institutions, lie in the eastern portion of our territory. It 
is naturally so, because in the East is found the cradle of our 
business, and tile progress and the de,;elopment of the West 
are but the children of the activity and enterprise of the East. 
There is no prejudice in the portion of the country from which 
I come' either against wealth, or against wealth because it finds 
its home chiefly along the eastern border of our land. If, how
ever, we are to tax wealth-if that be our purpose-we must 
tax it where we find it. It can not be remQved from the East 
to the West; and if we are always to allow wealth to escape 
if we are to allow it to shift, if you please, the burden that it 
ought to bear in the affairs of go>ernment, because to tax it is 
to impose burdens greater in the East than in the 'Vest, then 
we will never tax wealth in proportion to its distribution. 

The amendment for which the Senator from New York stands 
at this moment will do measurably what he claims the general 
income-tax amendment would do. It will rest more heavily 
upon the East than the West; and so far and to the extent that 
we tax wealth it must always so rest ·until we transfer-as I 
hope we will some duy-the scepter of financial power to the 
.. Mississippi River Valley, nnu then I -pledg-e you that its in
llnbitauts will not ask that wealth be exempted from taxation 
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or from its burdens because it llas found its home upon the 
[ll':tiries of the \\'l'Stern country. 

Tb• BPn:ttor's next objection \Yas that t!w general income-tax 
allJeJHlment made' no dificrimination between earned and un
c::nwd incomC's. I grant you that is a ju~t criticism. The 
Se::ator from New York may recall my own Yiew upon tllat 
snbjc::t ex]n·e~:-ed to him twrsonally. I belieYe tllat tllcre slloul(l 
be a di~crimination hetln•en ean:ed and unearued incomes. I 
belieYe also that there should be graduated taxes on incomes; 
l!ut I found when I cnme to ascertain tile sentiment of Sena
tors that these propositions seemed somewllat socialistic to 
them, and . therefore, desiring to create no further or greater 
objection than \Yas necesmry and to se;;ure an announcement 
of the general [lrinciple, these modern, tllese intelligent concep
tions of taxation were omitted from tile measure as I intro
ditced it; l!ut I will join tile Senator from ::'\(>,}\' York at any 
time in putting into tile Ia w these clearly just proYisions, tllese 
discriminations between the income which is tile result of tile 
work of tile mind o1· the result of the immcdia te work of tile 
hand from the income· that arises from long-in;-estecl capital. 

But I diEsent from the Senator from Xew York wholly in his 
proposition that the plan of the committee acc-omplishes this 
difference or tllis distinction between earned and unearned in
comes. You will remember that it was his proposition that a 
tax upon tile net incomes of corporations imposed a tax upon 
un€arned incomes rather than upon earned incomes, and ex
empted that acOYe, restless capital wllich constitutes the real 
pr6gress of our industrial and commercial world. I dissent 
from tllat proposition. On tile contrary, I belieYe that the tax 
leyied upon tile net incomes of corporations taxes tile Yery 
capital and tile very incomes that the Senator from ::'\ew York 
wns so desirous sltoHld escape tile heayy hand of tile GoYern
ment. I do not say that there is not some uue:ll'ned income 
taxed when you lay tllis burden upon tile corpor<lte income, for 
tllere is some of tllis sort of inyestcd capital taxed; l!ut not so 
great]~· as. the live, moYing capital of tile country. wllich con
stitutes tile real power and tlte real arm of commerce. Let us 
see. 

Any corporation tl!at cliYides its inYestment into capital de
rivetl from bonds and frolli capital stock is a good illustration 
of tile point I am emlea Yo ring to make. The men \Yho inYest 
their money in bonds are tile conscnatiYe men, the men who 
do not want to share the vicissitudes and the dangers of 
business, the men wllo are not willing to incur tile risk ana 
hazards of an enterprise carried on for profit; and they, tllere
fore, take the bonds of corporations. 'l'he income arising from 
tllose bonus is the Yery sort of income whicll the Senator from 
New York c1ec1arel1, and declared yery wis<>ly and YCIT truly, 
sllould bear a tax and a heayy tax, or at least a lleaYier tax 
than tile in<"omes tllat arise from the sagacity and the business 
sl!re\\'dness of the men who are engaged in the particular 
enterprise. 

Let me now transfer my thought for a moment to the money 
that is im~c~ted in tile <"apitul stock. In our country. filled as it 
is \Yith little corporations, tile men \\'ho inwst tlleir money in 
the cavital stocli are tile young. aggressire, energetic men. 
Tiley arc the men who are doing tile business of tile country, 
and they nrc inYc~ting in the capital stock of corporations not 
an accunmla tion of fortune. but their earnings. their salaries 
from moEth to month and from :rear to year. Therefore it is 
not trnC'. as the Senator snid. that this tax \Yitll respect to snell 
corporations divilletl itself along the equitnble ancl tile modern 
and the intelligent Jines \Yhicll lle so distinctly an(l clearly 
pointed out. 

But, not only co, there is another kind of capital that is .taxed 
llere, \Yllich I nm snrc the Senator from ::'\ew York will see in a 
moment ought not to be taxed umler any such proYision. I 

·meun the c:l[iitu I of insurance companies. An insurance com· 
pa11~·-I refer no\\' to tile mutual insurance companies, ami 
nearly all insurance companies are mutual insurance com
rnnips-l!as no money except that \Yhich is paid into it by its 
polic·y lwld~·rs-not one penn~·. 'l'l!e tax that is sougllt to be 
placed upoa that capitni by tllis amendment is a tax upon the 
premium~ vnid by polic~· holders, in order to do \Yl!at? Eitller 
to gather a fund \Yllich may supvort tllem in their old age or to 
protect their families against want after the proYider is gone. 
gycry dollar that this amendment cxtraet8, or will extract, 
fwm men wllo pay 11rcmiums for life insurance, for .accident in
surance, for fire insurance, is just so much more laid upon tllese 
people, who, of all otllers, ought to be tenderly dealt with in 
derising systems of taxation. ~'here~ore I am not re:1c1~· to 
admit 'tllat the amendment offered l!y tile Senator from ~'exas 
and myself is sul!ject to tile criticism suggestecl by the Sen a tor 
from New York; and certainly I am not willing to admit tllat 

tile amendment for which he l'tands sponsor remellies the defect 
so pointed out. 

I pass to my objections to tile amcnument, and I want to 
record them jm:t as emvhatically as I can. I know that we are 
making an issue in this measure. I know it is an issue which 
will l!e fought out among the [JCople of the L'nited Stat,es. It 
will nen~r be settled until it is settled right, because we are 
about to ignore tile Yital principles of organized socletj·. 

I am oppoted to the measure reported l!y the committee be
cause it discriminates unfairly and unjustly between the people 
of the United States an<l because it lays its burdens, not upon 
those who are able to bear them, but upon all who happen to be 
sharellolders in corrorations, witllout regard to their ability to 
pay or the extent of the protJerty which tlley may ha Ye accumu
lated. I am opposed to it becanEe it serres tile purposes of the 
mighty cor110ra tions of the land. I ha Ye not heard that any of 
tllem have lifte<l up tlleir Yokes in opposition to this measure, 
and they ougl!t not to. 'Vhy? Becam:e it is to take the place 
of one which \YOnld not oul3· tax the net incomes of th~ cor
porations themselyes, but would follow into the hands of the 
rich ancl the great the fortunes which they haye accumulate<l 
eitllm· thrOJigh indii·idual or corporate enterprise. 

I do not wonder that a man like }.!organ is in fayor of this 
measure, for although his corporations will bear some ·part of 
this taxation, his own Yast fortune will be untouched .. I do 
not \\'Onder that a man like Harriman should fayor this meas
ure rather tllan the general income tax; because the part of his 
great fortune, wllich has l!een segregated from the corporations 
in \Yllich he is interested, lies be~rond the operation of tllis law. 
I do not wonder tllat all these conspicuous examples of riclles 
and of financial power should fa Yor tllis measure; because \Yhile 
it taxes some part of tlleir inYestment in a cortlorate wa~·, it 
leayes untouched the yery part that the American people are 
most interested in reaclling and sul!jecting to the power of 
taxation. And tile reason these great corporations are not Ilro
testing against this measure is tllat they are all dominated aucl 
controlled by the men wllo, by Yirtue of this sul!stitution, will 
escape tile taxation that \Ye seek to impose upon them by Yirtue 
of the general income-tax lu w. It is a perfectly natural sup
port; it is a perfectly natural approyal. I am not criticising 
the motiYes of anyone; I am simply analyzing a situation which 
must lie as obYious to the casual obsel'Yer as it is to tile deepest 
thinker. 

I am opposed to this measure because it does not proYicle tile 
publicity "·hicll is recited here by some Senators as its greatest 
merit. The Senator from Xew York [:\Ir. HooT] frankly claimed 
that tile general income-tax law "·llich "·e haYe proposed is 
faulty because it allows tile officers of tile law to inYestigate 
the affairs of cor110rations, and does not require them to secure 
tile explicit direc:tion of tile heads of tltc departments in Wash
ington before tlley attempt to ascertain \\'hat tile incomes of 
these corporations are. I am in fa Yor of publicity. 

The measure we haYe proposed does not go fur enough in 
exposing to the public gaze the ftffairs of corporations, but tile 
committee amendment stops far sllort of oms. It will do no 
good to secure information and hide it under the seal of some 
officer in the Depa: . :Jent of the 'l'reasnry, or the Department of 
Commerce and Labor, or the De]lartment of the Interior. Tile 
GoYernment, if it desires to institute a suit for the Yiolation of 
one of its la\YS, has no trouble in discoYering the eYidence, It 
never has had troul!le. It ne,·et· 'IYill find difficulty. It is not 
in putting the Gm·ermuent in possession of tllis knowledge that 
\\'e find tile greatest yalue of the instrument of publicity. Pub
licity means general knowledge. Publicity means the condem
nation of public opinion Yisited upon a wrongdoer. '!'hat is tile 
yalue of making public the operations of the affairs of cor110ra
tions-so that the men who control tllose corporations will be 
restrained, because they llo not \Yant to fall under the con
uemnation of their fello\Y-men. 

There is no force in organized society so strong as the desire 
to stand "·ell with our fellow-men. There are a great many 
people who are willing to Yiolate tile In\\· if they cnn Yiolatc it 
without the knowledge of tho~e whose con1i<lenee and whose 
respect they hold dear. Therefore the publicity tllat any snell 
law ought to create, if it be a feature of the law at all, is a 
ll!lblicity that will reach tile minds and tile lmowledge of all 
the 11eople of the country. But tllis measure docs not proYide 
that [lUblicity. 

I am opposed to tile substitute because it creates a rank, 
gross, indefensible discrimination bet"·een corporations them
selves. It exemtlts from its operation the mutual sayings banks 
of New England, but embraces tile mutual iusurance companies 
of the West, of which there are a yery great number. I do not 
say it was by design; I only know it is true. In New England 
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a dozen men, or fewer, will associate themselves together for the 
organization of a mutual savings bank, and invite the people in 
all the country arounu to deposit their money in the bank. I 
suppose the officers receive pay, but otherwise they receive no 
Ilrofit from their connection with the institution. 

Mr. BULKELEY, :!\Ir. President--
The VICE-PRESIDEN'.r. Does the Senator from Iowa yield 

to the Senator from Connecticut? 
Mr. CUMMINS. I do. 
Mr. BULKELEY. I merely wish to state to the Senator that 

in New England it is not possible to organize a savings bank in 
the way he suggests, exeept by a special charter. There is no 
general law providing. for the organization of savings banks. 

Mr. CUli!.MINS. I do not regard that as a material point. 
I only know that they can come together and in some fashion 
or other organize a savings bank. It matters not to me whether 
it is under a general Ia w or whether it is under a special act of 
the general assembly. The office:rs get no profit out of the enter
prise, though I suppose some of them are paid reasonable sala
ries. These banks are organized to give the people an opportu
nity to deposit their money in a secure place, so that it can be 
put out at interest,. and so that the profits which arise upon their 
deposits can be distributed among them. That is the purpose of 
the savings bank of New England. 

What is the purpose of a mutual insurance company? Ex
actly the same.. It is organized so that a number of people, 
who can not afford to carry the risks of life or the hazards of 
the business in which they may be engaged, can deposit their 
money in a secure place, so that it may be invested safely and 
profitably, and then, when the event transpires, it can be dis
tributed to those who are entitled to it. 

I should like to know why it is thought proper in this meas
ure to tax the payments on the part of members, or policy 
holders, of mutual insurance companies and not tax the deposits 
of the mutual savings banks? 1\Iark you, I am not contending 
for the taxation of the mutual savings banks. I can hardly 
imagine a government so hard hearted and so insensible to the 
natural relation of men ancl business as to impose an income 
tax or a business tax upon the mutual savings bank. But my 
wonder is that the same sentiment which exempted them did 
not carry itself into the exemption of all other kinds of com
panies or properties which bear practically the same relation 
to the world as do the mutual savings banks. 

Mr. GALLINGER. :Mr. President--
The YICE-PRESIDEN'l'. Does the Senator from Iowa yield 

to the Senator from New Hampshire? 
'Mr. CU::IIMINS. I do. 
Mr. GALLINGER. I will ask the Senator precisely what 

class of companies he has reference to. I think we have 
mutual insurance companies in the East as well as in the West. 
They are not peculiar to the West. 

1\fr. CUMliiiNS. Oh, no. I mentioned them only because 
we have so many more of them in the West than are found in 
the East. 

l\Ir. GALLINGER. I suppose the Senator means companies 
organized by the Grange, we will say, as an illustration? 

1\Ir. CUl\fl\IINS. No. In the city in which I live there are 
probably 20 mutual insurance companies. 

1\fr. GALLINGER. Are they life or fire insurance companies? 
llfr. CU~IllliNS. Some of them are life insurance companies, 

some of them are fire insurance companies, and some of them 
are accident insurance companies. There is no profit what
soeTer derived from any of them. The officers receive fair sal
arie~, and every penny of the money that is collected from the 
members of these mutual insurance companies is paid back in 
some form or other to their members. 

llfr. GALLINGER. Manifestly, then, that is an institution 
that prevails to a much greater extent in the ·west than in the 
East; and I sllnll certainly be very glad to join with the Senator 
from Io'\ln in !laving those companies exempted from the opera
tions of the proposed law. 

1\fr. CUMMINS. I am simply pointing out something of what 
I conceive to be the inequalities and injustices of the law. I do 
not regard that inequality and that injustice any greater or any 
m0re worthy of criticism than the general discrimination be
tween capital itwested in shares and capital invested otherwise. 
May I continue that thought for just a moment? In our State 
there is hardly a county in which the farmers do not organize 
what are known as "county mutuals," !.'l.rgely for protection 
against fire. Under our law they are all organized for profit. 
They. are all mutual companies, and they organize in order to 
emancipate themselves from wlmt they belieye to be the domi
nation or the extortion of the olt:l-line fire insurance companies. 

1\Ir. GALLINGER. They make assessments, I presume, 

1\Ir. CUl\DIINS. Every dollar that is paid into one of these 
companies will be taxed under this amendment. In the same 
way, our farmers found that the great creamery companies of 
the land were extorting from them unfair profits and paying 
them unfair prices for their products. So they organized mutual 
creamery companies; and all over our State such companies are 
to be found. .Again, we discovered that the elevator companies,. 
in combination with the railways, had monopolized the business 
of buying grain, and that our farmers were at the mercy of the 
companies which actually transported their product to the 
market. Therefore they organized mutual elevator companies; 
and all over om: State are· found such companies. Yet the money 
distributed from time to time,. and all the money that is paid 
into such Cllmpauies,. barring the small expense of conducting 
the companies themselves, will be taxed. under this la.w .. 

I can not thinlt that these ~hings were in the. contemplation 
of the lawyers and the.. statesmen who drew this measlll'e·; but 
they are inherent in it. When you begin to discriminate, there 
is no good place to stop ; so the rule was made general. .And I 
repent what I said yesterday or day before,. that the general 
clause bringing insurance companies. into the "income-tax law," 
as I call it~ is unwise; for I know that there- is no part of the 
capital employed in the business of the United States that is 
so heavily taxed as the money paid by the policy holders of in
surance companies. .And therefore these insurance companies 
were excluded by the terms of the amendment proposed by till) 
Sen a tor from Texas and myself. 

It is all wrong. Without regard to the constitutionality of 
the la"·· it is not founded in justice, and it can not receive the 
approval of the American people. . . 

I have no sympathy with the suggestions made by the Sen
ator from Arkansas. I hope they were not tile sentiments that 
animated the men who dl:ew this amendment. I hope that they 
were not engaged in simply a blind effort to punish corporations. 
There are some corporations that ought to be punished; but the 
great muss of the corporations of the United States are as in
nocent, and are as just, and are as upright as the individuals 
who carry on business in the United States. They exist only 
through severe and continued struggle in the great battle where 
competition is the dominant weapon. It is not right to put 
upon all these corporations, with their great variety of share
holders-poor shareholders and rich shareholders, shareholders 
who can pay and shareholders who can not pay-this burden 
which is proposed, especially when it is now acknowledged upon 
the floor of the Senate that when you are taxing business yon 
can tax individual business just as constitutionally as you can 
tax corporate business. 

I hope that a better spirit will prevail in the Senate. I ap
peal from Philip drunk to Philip sober. I hope there will be a 
careful review of the principles upon which this measure is 
founded before it is approved by the Senate. 

I understand that by those who originally proposed the mea-s
ure-and I accept the genesis and. development recited by the 
Senator from New York-nothing but the public good was 
desired. Far be it from me to suggest that there was an ulte
rior purpose or motive in the original conception of this meas
ure. I know that it was in the mind of the President to find 
some way in which a tax could be laid that would be in har
mony with the decisions of the Supreme Court. But there is 
a chapter of that development which must be forever closed, 
and which would add something to the genesis of this meas
ure-a chapter that would at least e).."}Jlain some of the ear
nestness and some of the persistency with which I and some of 
my colleagues have pursued the measure. 

I want Senators to understand what they are about to do, 
because the people of the country will understand that it is 
the shareholders, little and big, who will pay this sum. They 
will not know anything about excise taxes. 'l'hey will never 
stop to inquire whether this is a direct or an indirect tax. They 
have no time and possibly no learning that will enable them to 
:i.Jiquire into the nice discriminations that have been so promi
nently placed before the Senate this morning. They will know 
just one thing, and that is that whereas their rich neighbors 
who are not engaged in corporate enterprises pay no tax, they, 
because they have endeavored to forward the progress and 
speed the development of tlleir countQ-, and have taken shares 
of stock in corporations of an almost infinite number of kinds, 
have been selected, as it would seem, by the folly of their Gov
ernment, to bear a burden which they ought not to bear, except 
in company with others who are similarly situated. 

But, 1\Ir. President, I have rC>servcd my most emphatic obj~c
tion for the last. I object to nnd protest against this measure 
because it not only recognizes if it .does not legalize-and I 
will not say that it does-the right of holding companies to 
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ne>sR of corporations from the business of indiYiduals and co
partnerships. \Yhcn you haYc answered me that question :you 
will haYc clriftcd again back, arguing in n circle, as these argu
ments lwYe been, mostly, to the proposition that you are taxing 
the business of a corporation because it is a corporation and 
been use it is not an indiYidual or a copartnership. 

Senators, I do not belieYe that such a. law \Viii stand. I do 
not menu that it will not stand the investigation of the courts. 
I mean that it will not stand the criticism of the people, who 
are above all courts and all legislatures and all other authori
ties of the land. 

In {)rder to clearly make the point that I suggested when I 
interrupted the Senator from Maryland, I wish to recur for a 
moment to the case of California v. the Pacific Railroad Com
pany. I have already stated the law under whid1 this case 
arose. I merely want to read one paragraph of it from the 
opinion of the court with regard to the power of a State over 
a franchise granted by the United States. On page 41 I find 
the following : 

In view of this description of the nature of a franchise, how can it 
be possible that a franchise granted by Congress can be subject to 
taxation by a State without the consent of Congress? •.raxation is a 
.burden, and may be laid so heavily as to destroy the thing taxed or ren
der it valueless. As Chief Justice Marshall said In McCulloch v. 1\fary
lnnd. "the power to tax involves the power to destroy." Recollecting 
the fundamental principle that the Constitution, laws, and treaties of 
the United States are the supreme law of the land, it seems to us almost 
absurd to contend that a power given to a person or corporation by the 
United States may be subjected to taxation lly a State. '.rhe power con
ferred emanates from, and is a portion of, the power of the govern
ment that confers it. To tax it is not only derogatory to the dignity, 
but sub>ersive of the powers of the government and repugnant to its 
11aramount sovereignty. · 

That statement of constitutional principle is supported by a 
long list of authorities with which Senators, I haYe no doubt, 
are familiar. It is a<lmittecl that the Federal GoYernment has 
no greater power o,·er a franchise granted by a state goyern
ment than a state goyernment has o>er a franchise granted by 
the Federal GoYernment, and therefore the principle laid down 
in this decision is as pertinent and controlling in the matter 
under discussion as it was in the case thus decided. 

It may be that there is some Yirtue in the distinction pointed 
out by the Senator from Texas [:Mr. BAILEY] and the Senator 
from l\Iaryland ·[Mr. RAYNER]. I need not pursue that, because 
the law that you now propose to enact rests with equal weight 
upon the railway companies, upon gas companies, upon electric 
light companies, upon street railway companies, and upon all 
the other public or semipublic instrumentalities of the lanu. 
Therefore if thrrt decision be sound and if this measure does 
leyy tribute upon the franchise of such a corporation created by 
the State, it \vill go down before the constitutional criticism 
that will be len led against it. 

I hope, l\Ir. Pre~ident, for the honor of our party, the good 
name of a Congress which should desire always to do equity 
between all the ]Jeovle, that this substitute n·ill not be adopted. 

Mr. HEYBURX. Mr. President, I desire but a moment the 
·attention of the Senate. ·when the parliamentary situation 
affords the opportunit~·. it is my purpose to moYe to strike out 
all after the word " tax" on line 10 of the first page down to 
null including the word "to" on the first line of the second 
page and to insert the word "of" preceding the numeral "2" 
on line 1 of the Pecond page. I make this statement now be
cause the parliamentary situation that will confront us after 
the adoption of the substitute for the amendment of the Sena
tor from Texas ~ometimes moves rather rapidly. I intend to 
Yote for this substitute to the amendment of the Senator from 
Texas becauJ'c of the parliamentary situation that confronts us. 
I 1'11en expect to Yote against the adoption of this amendment 
and for the adoption of the joint resolution to amend the Con
stitution ~o as to confer power upon Congress to leYy an income 
tax. 

l\Ir. H1~GIIES. l\Ir. President, I nppr•ehend that few measures 
ha,·e been presented to this body which lHtYe had presented in 
their support such conflicting reasons for that support. \Ve have· 
been told by one whose permission therefor was essential to its 
iutroduc·tion tbat he f:worecl this amendment because it would 
secure the <lefeat of an income-tax amendment. \Ve have been 
told by a distinguished Member of this body on this side this 
morning that he belieYed this amendment to be dishonest and 
unjust, ancl yet that he should vote for it; of course, not be· 
cause it was dishonest and unjust, but notwithstanding it 
possessed those objectionable qualities. The distinguished jun
ior Senator from 1\ew York [Mr. RooT] has giYen us a most 
iqteresting historical sketch of the genesis of this most im
portant measure, demonstrating that he is for it, and intima
ting that the President is for it, because it is an income tax. 

I•'or my part, I must now oppose it, because it has the at
tributeo~~ ascribed to it by the Sen.ator from Maryland [Mr. 

RAYNER], and for other reasons I uelieve that it is unjust. I 
hesitate to apply to it tbe harsher language of being dishonest, 
which was so emphatically attached to it by the Senator from 
IIIaryland. I belieye it is unjust, because it does not contain 
the essential element of eYery fair and just tax-equality in 
the burdens it illllJOses. It is not only unequal, but it is 
avowedly, intentionall:r, and grossly unequal in matters of 
wide extent and vast concern. I look upon it as being further 
ob3ectionable because it contains in its proYisions an irritant 
intended to excite the indignation of the people against it to the 
end that it may be speedily repealed after it shall have served its 
avowed purpose .of preYenting other and beneficent ·legislation. 

I can not, therefore, under these circumstances bring myself 
to advocate or fayor a measure brought into this body for 
the purpose of defeating beneficent legislation. I am averse 
to accepting that which is in its nature maleficent because I 
can not secure something which is benetlcent. It is remarkable, 
Mr. President, that ·in the' genesis of this amendment which 
has just been given us, a history half revealing and half con
cealing the things which we would like to know, it is disclosed 
that it grew out of the desire and announcement of the Presi
dent of the 'United States that an income tax should be laid by 
act of this Congress. 

We haye had quoted here as supporting or sustaining that 
suggestion words of the President, which I called to the atten
tion of this body some days ago, in which the President, in bi.s 
speech accepting the high honor of the nomination of his party 
for the Presidency, declared that in order that a Yalid income
tax law might be enacted a constitutional amendment was un
necessary, and in which he further declared that an income-tax 
law could and should be deYisecl that would not be obnoxious 
to the constitutional requirement as to direct taxes. 

But the result here presented has been the most maryelous 
transformation imaginable, because it would seem that the 
President directed his learned Attorney-General to draw an 
income tax, and he has written for us· not an income tax us 
distinct from au excise tax, if such a distinction could be main
tained, but an excise tax, or at least a measure providing for a 
tax thus labeled. It further seems that it is hoped and claimed 
that by thus labeling the amendment, by the mere act of im
posing upon it as its name " special excise tax," there is es
caved what would otherwise haYe been a fatal collision with the 
Constitution as it is now construed by the Supreme Court. 

Mr. RAYNER. 1\fr. President--
The VICE-PRESIDEXT. Does the Senator from Colorado 

yield to the Senator from Maryland? 
Mr. HUGHES. Certainly. 
l\Ir. RAYKER. I understand the Senator referred to the re

mark I made about the measure being dishonest. I was speak
ing of political dishonesty on account of the statement made by 
the Senator from Rhode Island, that it was brought forward 
just for the pnrpose of defeating the income tax. I had no 
idea in my mind of any personal dishonesty, I will say to the 
Senator. 

Mr. HUG~-IES. I thoroughly understood that such was the 
meaning of the Senator from l\Iaryland, that he had reference 
to the inherent character of the amendment' and the aYowed 
purpose with which it found its way into this body. 

But, 1\fr. President, this amendment, it is claimed, provides 
for an excise tax, while it is asserted it is not an income tax-if 
those who contend that an income tax is not an excise tax could 
be accurate in such· a distinction-which to me is inconceiYable. 
It is whatever it is, and, if there is a clifferenc·e, the one c~r the 
other, not because it is labeled the one or the other, but be
en use in its nature, in its substance, it is the one or the other. 
I haYe no sympathy with that acuteness and astnteness which 
plays fast and loose with the language of legislation with the 
hope that by using one phrase J'OU may accomplish a purpose 
constitutionally, while by omitting a line or a phrase, the sub
stance and real effect being identical, you come .into inevitable 
and unescapable collis~on with the Constitution itself. 

I repeat, if this law be that which the President directed to 
be drafted, an income tax, and it is ,laid ur1on-includes-all 
incomes of every character, and from eYery source it is directly 
and unmistakably in conflict with the decision in the Pollocl;: 
case, and there is no refinement ·of language, there is no sub
tlety of thought, there is no ingenuity of ex11ression that can 
dull the edge of that clear, well-marked identilicntion. 

We are told that it is an excise tux laid upon something not 
clearly defined or stated, and yet when we make inqniry here 
in an honest desire to know the nature of this legislation aml 
clarifying amendments remoYing Yagneness are suggested we -
are warned that we must not lay the finger of iiTeverent 
change upon the draft made in camera by a law officer of 
this Government. Thus this legislatiye body is stripped of the 
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:m income-tax law; !Jut if that decision is to stand in its full 
force, I believe this amendment is just as obnoxious to tbe 
opinion the court pronounced against the income tax of 1894 
as that Jaw was. I do not believe that in the point of attack 
there is any difference in them. ·we are playing with words 
when we say we are going to tax you, but we are going to make 
it an excise tax; we are going to take every kind of income you 
have, whether derived from your business or not, whether it be 
a donation or from any other -source, which comes into your 
coffers, and which is not expended for certain purposes-we are 
going to tax all your income-and then say this is a special 
excise and not a direct, not .an income, tax. 

Mr. RAYNER. Did not the Supreme Court play with words 
in the Spreckels case? As I recollect, one of the principal 
sources of income there was from 8. wharf. The income was 
not from ships of the sugar-refining company, but from the 
rental value of the dock where they receh·ed vessels. I think 
that case is subject to criticism decidedly, but the question was 
whether the rental value of the wharf was taxable, and in that 
decision the Supreme Court held that it was taxable. Is not 
that right? 

llfr. HUGHES. I do not exactly so understand. The Supreme 
Court said in effect, in reaching its result. that the rentals 
were so mixed up with the business that they were all part of 
the profits of the refining business, and in some way could be 
taxed without the levy being a direct tax and without being 
directly invoh·ed in the Pollock case. That, in a general way, 
without reviewing the reasoning and distinction indulged in, 
"·as the net result. 

Mr. HAYNER. The Senator is mistaken about that. If he 
will look at the case, he will find that the court distinctly 
stated that the rents received and the income deri>ed from 
the use of the wharves were to be deemed receipts from the 
business of refining sugar, and, as part of the assets of the 
company, became taxable. I think the decision is open to 
criticism. I have sent for the decision. 

1\Ir. HUGHES. I do not wish to get into the habit of criti
cising the Supreme Court. I suggest that that is hardly good 
form. 

Mr. RAYl\"'ER. I think they are decidedly subject to criti-
cism. 

Mr. HUGHES. I believe, upon that point, 1\Ir. President, that 
fair, honest, and well-intentioned criticism of the decisions of 
that great bocly, just as the same form of criticism of the work 
of this body and of any other body of public men, is proper and 
helpful and ought not to be fro,vned down or sought to be sup
pressed. I wish also, in considering these decisions, to get at the 
real matter decided, and from that ascertain what was really 
passed upon by the court, and will not judge it by some chance 
expression or from some word uttered by the way which was 
not so fully considered as the ultimate result and the intended 
conclusion with which the court was dealing, and which alone is 
it'l decision and binding upon it. Chief Justice :Marshall said 
in a noted case that the court would not be bound, and was not 
bound, by every expression it used iu argument or by every state
ment of law it made, but only by its direct decision upon some 
question imnw<liatcly before it for determination. He advised 
in that opinion that the bar, the country, and the courts before 
whom its dec-isions might be read should not be bound, for the 
court itself was not, and others ought not to be bound, by Jan
gun ~e thus used. 

But, iiir. Pre:>ident, this draws me off from the matter which 
I was endeavoring to bring to the attention of the Senate, and 
1 hat is that in substance, in essence, there is no difference be
tm'Pll a law \Yhich says that all corporations-! leaYe out per
son><, now-shall be subject to an income tax of 2 per cent upon 
all their intomcs derived from all sources, less certain deduc
tionf;, after having reached $5,000, and another law that says 
all corporations shall !Je subject to a special excise tax in re
l'pect to the business of being a corporation, to be assessed upon 
all their income from all sources, less the very same identical 
<let1nctions up to the same sum. It is the substance of this thing 
that we go to. In the l'ollock case,and again in the Knowlton case, 
the Supreme Court said, when an argument was made that in 
eertain features the law of 1894 leYie<l an excise tax in charac
tC'r, that they were not to be controlled by names, but would 
ascertain the substance of the law, and that this substance 
~>hould determine whether it is in accordance with one conten
tion or the other. 

Therefore, when the Senator inquires whether, in my opinion, 
this law is constitutional, I am confronted with something of 
a diicmma. Still cherishing the belief, still entertaining the 
opinion that the income tax of 1894 was constitutional, that 
we are not forever foreclosed from inquiry into that question 

before the Supreme Court of the United States, I am compe1lct1 
to answer that the proposed corporation t.1x is constitutional; 
but if, on the other hand, you inquire whether I believe it is 
free from the objections which led the Supreme Court to hold 
the income-tax law of 1804 unconstitutional, then I must reply 
I can not so agree. It is therefore my opinion that unless 
the Supreme Court slmll take the position of holding an income
tax law constitutional-abandons the direct-tax feature of its 
decision-it can not sustain this amendment; and should we 
adopt it, we have only abandoned a plain, direct way, to which 
the adjectives used by the Senator from Maryland are not 
applicable, for a devious course, which, if it .finally reaches the 
same goal, can be, by its indirection, of no service in securing 
the result desired. 

Mr. RAYNER. Mr. President, will the Senator permit me 
further? He is very kinQ. in allowing me to interrupt liim. 

llfr. HUGHES. I have no objection. 
Mr. RAYNER. Has the Senator noticed particulnrly this 

language in the Spreckels case? I suppose he has. The Spreck
els case was decided by llfr. Justice Harlan, who deliYered one 
of the dissenting opinions in the income-tax case, and this re
affirms that portion of the income-tax case. This· is what Mr. 
Justice Harlan, delivering the opinion in the Spreckels case, says 
of the income-tax case, in which, as I have said, he was one of 
the dissenting judges: 

For, in the opinion on the rehearing of the income-tax cases, the Chief 
Justice said: _ 

"We have. considered the act only in respect of the tax on income 
derived from real estate and from invested personal property, and have 
not commented on so much of it as bears on gains or profits from busi
ness, privileges, or employments, in. view of the instances in which taxa
tion on business, privileges, or employments has assumed the guise of 
an excise tax and been sustained as .such." 

li'Ir. HUGHES. I noted that language. It struck me like 
one of the ancient riddles which led men to go traveling to the 
temples in the desert, in order to have some goddess or guardian 
of the fires there reveal the meaning of it. 

Mr. RAYNER. But it is a riddle that has been proposed by 
the justice who delivered one of the dissenting opinions in the 
Income Ta..x case, and who was the strongest man on the bench 
in favor of the constitutionality of that tax. 

Mr. HUGHES. Then I submit he should have gone one sen
tence further, and should have answered . the riddle he pro
pounded and which no one else can authoritatively answer. 

But I find nothing disturbing in the citation of that e.xpres
sion. It has been one of the admired .attributes of the great 
men who sit upon that bench to gracefully bow to the decisions 
of the court, even when they are not in accord with their own 
judgments. They have again and again enforced, even to an 
extent to which perhaps others might have hesitated to go, the 
decisions against which they have fought, because they yield 
their individual opinions, without changing them, to the Ia w 
as expressed by the court, and then .administer that law, but 
not necessarily accepting it as correct or changing the vie"·s 
which they hold with reference to it. But this statute is not 
the statute considered in the Spreckels case, and does not con
tain the clement which was construed into a saving difference 
between it and the net of 1894. . 

I do not understand that there is anything in the expression 
quoted !Jy the Senator from Maryland that would make that 
excise ";hich was before direct or make that direct which 
was before excise in its nah1re or that prevents the income tax 
here presented by the Bailey-Cummins amendment from IJeing 
an excise tax. In fact, that decision has been most powerfully 
and persuasively employed in the discussion here to demon
strate that already, and in it the Supreme Court has in effect 
reversed its position in the Pollock case. 

We know something of the history of income taxes gen
erally, and there is nothing in them which would put the pro
posed tax here reYealed outside the pale of income taxes or 
make it valid when others were invalid or indirect if they 
are direct. I come back to my proposition, anc1 I ask anyone 
wl10 considers it, anyone who inYestig;ates it, an~·one who is 
seeking only to go to the marrow of this legislation and to 
know what in fact it is, to point out a single element that is 
not income, and only income, in' its nature, any feature that 
will eliminate the character of a direct tax, of being a tax 
upon real estate and invested 11ersonal property. 

I can take the Bailey-Cummins bill and write into it the 
words that "this is a special excise ta......: levied with respect to 
the business of the corporations, firms, ancl indiYiduals who 
are hereby made subject to its ierms m1d vrovisions," ana 
leave every other word in it exactly what it is to-day, with as 
much propriety as the _similar words are written into this 
amendment; but would I thereby com·ert an a vowed income 
tax, if it were not already so, into an indirect or nn excise tnx ·: 
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there Is a deep-seated and in many respects well-founded preju
dice against corporations, until that word has come to be one 
with which to conjure up ill will and a desire to do such crea
tures of the law an injury, regardless of those who control 
them, regardless of their manner of conducting their business, 
and regardless of the business in which they are engaged. It 
would seem that it may have been subtly conceived that if this 
should be called a "corporation tax," that fact, that name, 
added to the fact that it was called a " special excise tax," 
would make it constitutional, acceptable, and palatable, and 
perhaps secure for it favorable consideration. But I believe 
that, with one exception, no one here has avowed his purpose 
of voting for it because it is a corporation tax. We have had 
no expressed purpose of ignoring the injustice which it would 
perpetrate, thus avowing a purpose of doing an injustice open. 
eyed and apparently for that purpose. 

We can not legislate in that way. I know the feeling to which 
I have referred. I know its extent, and I think I am dealing 
only fairly with the people when I say it has its limitation. I 
know full well that those who have used this form of organiza
tion until they have gathered together in vast and almost count
less millions profits coming through privilege and favored legisla
tion have withdrawn them in such manner from such corpora
tions that they will utterly and entirely escape this tax. 

Mr. President, the "Laird of Skibo" will continue forever in 
his Marathon race with his millions, haunted by the fear· that 
he may die a rich man, without relief by taxation, if this is the 
only kind of taxation indulged in by the Federal Government. 
You are not reaching, nor intending to reach, nor has there 
been a suggestion made here that by this legislation you will 
reach those whom, we were told, it was the especial desire of 
our former President to reach; those whom, we were told by 
President Taft in at least two speeches, it was his desire to 
have taxed, and those who the Members of this body, of all 
parties, have so often united in proclaiming should be subjected 
to their fair share of the burdens of taxation. They have es
caped hitherto, and they escape now. And yet the Senator from 
Maryland avowed, in answer to the Senator from Iowa, tbat 
it was in the power of this Government to lay an occupation 

-tax upon all persons and firms and corporations in this coun
try, and thereby to include in the tax which would be collected 
under such law and under the Bailey-Cummins amendment 
the income which Is the proceeds of the untaxed accumulated 
wealth, not the precarious· incomes which we were yesterday 
told ought to be exempt, but the piled-up and secured and safe 
and untaxed accumulations in this country which are not in
vested in corporation stocks, unless in exempted holding com
panies. These fortunes, these incomes, still escape; they go yet 
untaxed. 

Mr. President, in connection with the justification of this 
proposed law and the fact that it was intended by its pro
pounder to be one thing and turned out to be another, we were 
told that a direct tax would be levied by the amendment con
tained in the proposal which the pending amendment was in
tended to supplant, and therefore it would necessarily be obnox
ious to the Constitution as construed in the Pollock case. In or
der to sustain that proposition, there was quoted a. definition 
given by some writers on political economy as to what is a direct 
tax. It is sufficient to reply that the Supreme Court of the 
United States has said, in several opinions, that this definition 
is not applicable; that it was not the one in the minds of the 
framers of the Constitution, and does not control. We need 
not therefore be apprehensive because of this objection. 

~'bese are the legal fl:atures of this question. There are 
included in the taxes to be levied by this proposed law provi
sions which are in themselves unjust, while the entire amend
ment also is inherently unjust. They discriminate between those 
engaged in the same occupation without any reason whatever for 
that discrimination. It was said-and I referred to this a 
moment ago-that certain privileges were held by those who 
engaged in doing business through corporations; and that is, 
to some extent-now much limited-true. In the State of Colo
rado three or more persons may incorporate to do any lawful 
business. 

There is no other limitation whatever upon the right to in
corporate. By the laws of the State of Colorado also several men 
may enter into a limited partnership, and those who contribute 
the chief capital of the limited partnership may restrict their 
liability so that they will be under no individual obligation 
whatever. They would escape this taxation, while they are 
freed from the very same individual liabilities that the share
holders in corporations escape. In addition, in the banks of 
Colorado, which will be taxable under this law, the sharehold
ers do not have that exemption from personal liability to the 
extent stated. In addition, corporations there are not perpetual. 

Their life is generally twenty years, and only twenty years, 
while as to some few companies fifty years. When they are in
corporated they pay for the privilege of incorporation, of being 
a corporation, for the privilege of doing business as a corpora
tion, a high tax or fee based upon the amount of their capitali
zation. They pay a flat tax, they pay an annual tax, known 
sometimes as a " corporation tax." These taxes bring into the 
state treasury thousands of dollars each year. The corporations 
pay the State for this. state-granted privilege. They pay the 
State, and they pay a full price for it. But those who do busi
ness in the other way do not pay these revenues to the State, 
nor will they pay under this amendment. Some of them escape, 
while the stockholders of numbers of corporations taxed under 
this law incur individual liability. They do the same kind of 
business, and they are favored in a country where taxes are 
supposed to be equally and equitably apportioned. That. is a 
feature of undisputed injustice. 

There is nothi_!lg, therefore, in the suggestion of the propriety 
of the United States taxing the privilege of being a state cor
poration. The very thi.!lg which avowedly can justify an in
come tax might be a reason why the corporations should be 
taxed, but 'it does not change the constitutional nature of the 
law which lays its burden upon income under the guise and, 
as I have said, under the pretense of its being an excise and, 
in some way, an indirect tax. So that feature of the amend
ment does not relieve the situation. 

I shall not, Mr. President, undertake to discuss now all the 
many objections inherent in the very nature of this amendment. 
One of them has been called to my attention by a telegram 
that I have received, while sitting here to-day, from the city of 
Grand Junction, in the State of Colorado, where they have 
what they call a "Home Builders' Association." They are build
ing up homes there, where but a few brief years ago there was 
an absolute and unmistakable desert which they have reclaimed 
and made fruitful. They say this tax will put them to a dis
advantage as it is framed; that it will lay an unjust burden 
upon those who are building these homes. No one disputes the 
force of this claim. Attention was called yesterday to the fact 
that, while the President recommended that this class of com
panies or organizations, or the business or occupation, or the 
income from it, should be exempted from this tax, they were 
included. 1.'hat fact was given· as a reason why we might doubt 
to some.extent the paternity ascribed to the measure. 

Again, it is the custom in the East, and in the West, as I 
know, sometimes, when the burdens of insurance become intol
erable because of the high rates exacted, to form mutual insur
ance companies. The farmers do it, the fruit raisers do it, the 
cattle owners do it, the manufacturers do it. They carry thus 
their own insurance. They incorporate a company for that 
purpose, and they pay into that company in the beginning of 
the year what would be equal to the premiums they would be 
required to pay to a regular insurance company, and at the end 
of the year they pay the losses and then pay back in the form 
of dividends to the stockholders of the company the remainder 
of their original contribution. 
· Under this amendment you will absolutely Jay a tax and 
collect it upon the money which has been put into this business 
for the purpose of paying insurance, and has not been used up 
in that way, and which has already paid its tax. 

My attention has been called to the fact that in New England..:... 
and, I may say to the Senator from Rhode Island, in his own 
State-:--there are corporations by means of which tl1e manu
facturing companies pay into a company for insurance $5,000, 
$10,000, or whatever it may be, which is equivalent to the 
premiums they would pay for insurance, and at the end of the 
year the remainder is paid back in dividends. A tax will be 
levied upon it under this proposed law. l\Iy attention was called 
to the fact that in one year the lpss had been in one company 
$5,000, and that this tax would amount to $2,000. 

The measure is full, when studied, of injustices of that char
acter. If it was to be considered here, as all laws should be 
here considered, it should have been laid before this body at a. 
time when it would have been open to scrutiny, to investigation 
and amendment, and ought not to have been brought in during the 
heat of the expiration of the session and then hurried through 
under whip and spur, and under tl!e command of august power, 
lest there might be discussion, and that discussion might dis
close its weakness, and result in its defeat. These objections 
are all in addition to the a,·owed purpose for which this amend
ment was brought here. I surmised a little while ago such pur
pose was its object, and with a frankness most commendable, 
and it would be a happy thing if it was unh·ersal, we haYe been 
told what the object is, and that object ought to and must con
demn it. If no other objection were made to this proposed law 
than the fact that those who framed it and are urging it wero 
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doing so for tlw purpose of defeating better legislation, UlCn, so 
fur as I am concerneu, in that motive alone I should find an 
o\·ermustering reason for opposing it and of letting the respon
sibility for its defeat, for the failure to secure just and popu
larly demandell tax legislation, rest with those who undertake 
by contrh·ances and devices of this character to defeat legisla
tion which might otherwise be and should be successful. Let 
them take the blame, if blame there may be for the result. 

One objection to the Bailey-Cummins amendment offered 
here was referred to by the Senator from Iowa [1\:Ir. CuMMINS], 
and that is that the income tax would lay a large burden upon 
certain enumerated States. My response to that also is that 
they have the wherewithal to pay that tax. The remainder of 
the country has paid its tribute for a century into these coffers, 
coerced, and induced to this contribution by the exactions of 
an unjust system of revenue, and now when this wealth has 
been piled up mountain high as a result of this discriminating 
and unjust revenue legislation, the very fact that it is large is 
used here as an argument why it should not pay its proportion
ate part of the taxation of the country. In that argument was 
revealed much of the real ground of objection to the other law 
which this is being used to defeat. For that reason again I 
would decline to give my aid, countenance, or support to a law 

·created for a purpose of that kind. I do not believe that it 
was the executive purpose that it should be fashioned that way. 
I do not believe that it was the executive purpose that it should 
be useu for the purpose of exempting certain property and 
wealth which we now know is by it exempted. It does so 
beyond controversy, and in that fact I find an answer to all 
that may be said as to the wishes and the desire of those who 
would legislate patriotically and equally, 

But, Il!r. President, another reason has been given for it. We 
are told it will tend toward centralization; that it will tend 
toward federal supervision of state corporations; that it will 
accomplish by indirection that which the Government of the 
.United States has again and again refused to permit to be done 
by its express sanction, that which in the calm, patriotic judg
ment of many thoughtful statesmen and profound students of 
our Constitution it has not the lawful power to do, should not 
have the lawful power to do, and which if it possessed it would 
be unwise to use. In the very elements which are urged in its 
support I find grounds for opposition to it. If this Government 
has the power, and ought to exercise it, to supervise the affairs 
and control the business of the small corporations created by 
the States and thus wipe out and not merely blur state lines 
and powers, let it be done in that bold, unquestioned, and un
doubted manner that becomes a great nation exercising a power 
which it believes it honestly possesses. Let it not begin by 
the indirection of an incident under profession of accomplish
ing another purpose. _ _ 

But, Ur. President, that is not the only objection' to that 
feature. It is said that it will secure a desired publicity. I 
say that it will secure the opportunity for a very undesirable 
publicity, for we are told that the limited inquiries which are 
made and the limited information which is discloseu shall be 
kept secret; that it shall be criminal to disclose it, save at the 
discretion of the President of the United States. It does not 
give the publicity of law, so far as it permits any whatever. It 
is the publicity of personal discretion, of personal like or dislike, 
for which it provides. We will not always have the one Presi
dent, and I do not believe that man of woman born was ever 
yet wise enough or good enough to be intrusted with this dis
cretionary power, fraught with the evil that might come out of 
its exercise. Think of the political power in a desperate cam
paign this might confer! Think of some disclosures the country 
has had of contributions where the power of coercion was less! 
It is only a few months ago that the leak of secrets of the Agri
cultural Department of the Government enabled the stock job
bers of New York to wreck fortunes and to build up fortunes, 
and we are not yet through with that inquiry. There should 
not be gathered in this way information which can not be law
fully made public to all who may legitimately inquire. When 
you suggest things that can not be disclosed without injury to 
those who give the information, you are making taxation an 
instrument of destruction, and are going beyond the legiti
mate function of enacting a tax law. ·when it is done for such 
purpose avowedly, it furnishes a strong reason why the law 
should not be adopted. 

But, :Mr. President, there is a further danger in lodging such 
power as is here proposed and here and in the manner fixed by 
this a.mendment. If it is to reveal the financial conditions of 
state banks and financial institutions and many other institu
tions that will come into the hands of those who may make 
merchandise of it to rivals in business, if it may be bruited 
about to create and bring on disaster, then it is storing up the 

dangerous means of injury. If it is to enlighten the discretion of 
the President, is it to be supposed that he is to make himself 
familiar with all these hundreds of thousands of returns? No; 
that is impossible. Thousands of eyes, thousands of hands must 
deal with this information, and somebody must bring out some
time to the President's attention the reasons \Yhich they urge as 
giving ground for making public this or that infot·mation or this 
or that return. I say, again, that such power ought to be lodged 
·in no one man's hand. The knowledge gathered ought to be of 
a character that it may be revealed without being done at the 
mere caprice or in the discretionary exercise of power by one 
man. This element alone :iiistead of securing the desired 
publicity may prevent it in the future as. it has done in· the · 
~~ . 

While the Attorney-General may see, in the misconduct of a 
great corporation, reasons for calling its conduct to the atten
tion of a grand jury, we know that but a few months since an
other declined to do that very thing. So that action will de
pend upon the changing mental attitude of those who advise 
and inform the Chief Executive as to whether matters gathered 
up at this expense, enormous as it must be, shall _be made 
public or kept secret for all time. Hence this doctrine of pub
licity, so much commented upon, is not an effective or valuable 
publicity, and is not put into such form of legislation as accom
plishes the only desirable objects which are urged as proper 
and desirable to be embraced within it. 

Again, it is said that trusts are good things. I have heard 
before somewhere that there are some good trusts. Now, hav
ing been told that trusts are good things, we are further told 
that the law will foster them. It would seem from this that 
" trust-busting" is shortly to become orie of the lost arts, for 
this legislation, we are told by one who it is spggested whispered 
charmingly and convincingly into the Executive ear in its be
half has told us that it will favor not merely centralization and 
that publicity to which I have referred, but that it will also 
tend to aid the increasing growth of those great trusts, which 
are again said to be the natural evolution of our civilization and 
progress. · 

There is a gentleman who at Chicago made a speech like that, 
and was then called into high office in this Government and 
found a reason why he should and a way to explain and retract 
it. I had supposed that at least until the antitrust clouds had 
rolled by we would not again hear as a justification for legisla
tion or decision the doctrine of the benevolent and inevitable 
growth of the trusts as a necessary factor of modern civiliza
tion. 

Then if this act is to accomplish this result, I am against it 
for that reason also. I find not one in all the reasons here urged 
why I should vote for it. I know that he who has stood here 
most prominently as advocate of this amendment, who helped 
to rock its cradle, and who told so entertainingly the story of 
its paternity and its birth, has said that now he would not 
lessen the strength of the States to exercise all their functions, 
and that while he would administer in all their vigor the powers 
of the National Government, that he would not enlarge or in
crease them. I have further observed that he. also said that in 
his judgment the Supreme Court had erred in the Pollock case 
and therein went against the weight of the argument. 

In that announcement I found ground for rejoicing. He 
said he preferred the income tax to this ame11dment, which is 
what I do, but he also said the President would prefer this un
satisfactory measure to the Bailey-Cummins amendment. 'fhis 
I regretted for many obvious reasons to hear said. But I am 
glad now that in undertaking to prove constitutional this amend
ment, it is to be done by reading it, as we were told yesterday, 
should be done in the light of the lamps of the fathers who 
framed it and not in the light of that modern incandescent 
electrical constitutional construction which is to give to the 
Federal Government all the powers of the States if they are 
not exercised pretty promptly by the States. That doctrine 
lately prominent in political discussion seems now to have lost 
even the support of its authors, and to have passed away with 
the "big stick." 

So we are not to have the constitutionality of this uncon
stitutional law removed by any new canons of constitutional 
construction, but we must go back to the old· humdrum fashion 
of studying the letter, and of evoking the spirit of that Con
stitution and of gathering out of it the meaning of those who 
made it, uninfluenced by the suggestion that the dead hand of 
the Constitution should no longer paralyze the legislative 
progress of the Nation. 

l\Ir. President, for the reasons I have stated and for a hun
dred others which utter their own voice against this measure, 
I am opposed to this measure as a substitute, or as a subterfuge, 
as has been suggested. By " subterfuge" I believe it is meant-
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and I :un sorry the Senator from 1\Iaryland did not giYe us his operations; and then you can form some judgment as to the 
etymolo~ical learning on this subject-something under ·which amount that can be raised by a reasonable tax upon the gross 
we coul!l flee, under which we could bide, flee under, for escape. receipts of persons, firms, and corporations engaged in such 
'l'herefore I am op110Sed to it. I do not know that this may Yarying businesses as Congress may choose to enumerate in 
haye here now any effect, but I wish it understood that ~·ou may this proposed act. 
call it a "corporation tax" or call it an "excise tax" or call it ·when this matter came up in the House of Representati1·es, 
anything you please, you can not thus, to my mind, take away and when it was proposed that the war-re1·enue taxes should be 
its real nature or ma!;;:e that good which is otherwise bad, nor reduced, the Democratic pnrty then took strong ground against 
can you so interpret the Federal Constitution that an income the repeal of this tax on oil and sugar refiners. I myself in
tax is unconstitutional as direct when you frankly call it an traduced an amendment there diminishing the tax, but extend
" income tax," but becomes immediately constitutional and in- ing it to all manufactures. It obtained the unanimous Yote 
direct when you write upon a yellow label across its face of the Democrats of that body and only failed of passage by 
" special excise tax." 25 or 30 Yotes. Our contention was that whilst the war-reYenue 

1\Ir. KEWLANDS. 1\Ir. President, following the line of argu- act. should be repealed in most of its features, we should re
ment which the Senator from Colorado [1\fr. HuGHES] has so taiu in the act those forms of taxation upon wealth which would 
ably pursued, I wish to speak briefly regarding the practical be serviceable hereafter in emergency as a basis of additimial 
form that this measure should take, in case it is enacted reyenue for the country. Later on, in 1902, when the bill re
into law. pealing the war taxes came up, the report of the Ways and 

I will say by way of preliminary that I hope it will not be Means Committee was against the repeal of this tax. We in
adopted as a substitute for the Bailey-Cumminfl inr>ome-tax sisted that it could in time of emergency be so enlarged. as to 
amendment, but if it is, I hope that it will be put in such shnpe embrace almost all the oppressive forms 'of wealth and be a 
as to entitle it to the support of the Senators on this side of the source of great reYenue to the country. But we were pre
Chamber as a legitimate, just, and constitutional tax upon the vented by a special rule from getting a Yote on this question. · 
wealth of the country. 1\Ir. President, all these gigantic corporations, being engaged 

The Senator from Colorado has well said that the planlc be- in interstate commerce, legitimately come within the regulating 
tween the tax under consideration in the Spreckels case and the and controlling power of Congress so far as their interstate 
Constitution was a Yery thin one, and that it should not !Je made operations are concetned, and whilst the Senator from Colo
thinner. What was that tax?· It was not a tax upon corpora- rado [llfr. HUGHES] may justly contend that it is not within 
tiom; per se. Its author, Senator White, of California, expressly the power of the National GoYernment, and that the National 
disclaimecl that in the Senate, and he disclaimed it in such a GoYernment should not exercise the power, to bring· an· these 
way as to indicate his view, that he doubted the constitution- small corporations, organized by and operating within the 
ality of an occupation tax which was applied only to .::orpora- States, under national superdsion; and whilst he doubts the 
tions and not to natural persons. That tax was not a frnnchise constitutional exercise of such a power, yet certainly he would 
tax; it was a tax simply upon occupation-upon the occupation not apply that yiew to these great trusts and combinations en
of all persons, firms, and corporations engaged in th<~ business gaged in interstate commerce, with reference to which we have 
of refining oil or sugar. repeatedly asserted our power to act, and from which it is our 

So here we have the basis of a law which can be enlarged to duty to secure such data as will facilitate us in our legislation, 
sufficient proportions to give us all the reyenue that we require not only regarding reYenue, but regarding trust regulation
without incurring any risk a>: to its unconstitutionality, a mens- the regulation of interstate commerce and the making of tariff 
ure resting firmly upon the decision ·of the court already an- schedules. We can easily, by enumerating certain occupations, 
nounced in the Spreckels case. Under that tax, imposed only certain vocations, certain businesses, enlarge the limit of our 
upon sugar refiners and oil refiners, and equiYalent to one- investigation beyond that of oil and sugar refineries, and em
fourth of 1 per cent upon their gross receipts over $250,000 brace all the occupations pursued l:Jy these great trusts and 
per annum, an annual revenue of $1,000,000 was raised during combinations in such a way as to bring to ·washington all the 
the Spanish war. Had that tax been three-quarters of 1· per data which will enable us to act in legislation regarding their 
cent per annum upon gross receipts, the reYenue raised from regulation and control. 
those two classes of refiners alone would have been $3,000,000 per In addition to this, Mr. President, the Congress of the United 
annum. Such a tax, extended to all manufacturing and indus- States has assumed to become the 11rotector of the manufactur
trial occupations, whether conducted by persons, firms, or cor~ ing institutions of the country organized under state laws, and 
porations, whose annual gross receipts exceed $250,000 per has imposed duties upon competing products from other conn
annum, would raise an enormous reYenue and would hardly be tries which yield a revenue of over $300,000,000 annually to the 
felt by the vast wealth employed in them. Government, and which, at the same time, gil·e these manufac-

So Senator White, backed by the Democratic :Members of this turing interests of the country the ptnwr of adyancing their 
body, aided by only a few Republicans, placed upon the statute prices to the purchasing consumers of the country an average 
books this constitutional tax upon wealth, which has been sus- of nearly 50 per cent, a total of about $3,000,000,000 annually. 
tained by the Supreme C~urt, and which has been made the The. question comes up repeatedly in Congress, in imposilig 
basis of the President's recommendation. Why not follow these duties upon foreign competing products, as to what is the 
closely its exact ,·erbiage, whilst extending its application to difierential between the cost of production here and the cost of 
other occupations? production abroad. In connection with tariff legislation, datrr 

Now, what form of nggregations of crrpital have come under ma~· be obtained which will enable us to ascertain the profits of 
the just criticism of the country? 'l'lle great combinations of these great manufacturing organizations; which will giye us 
capital. Has there been any complaint of the small corpora- facts instead of conjectures, reality instead of imagination. We 
tions, of the commercial corporations, of the business corpora- kno"IY that during this entire discussion of nearly four months 
tions, of the small manufacturing corporations? 'l'here is no we have been able to obtain the differential upon hanlly a 
complaint regarding them. The complaint iS against the great single prodtwt. 
combinations of capital in this country, and the abuses which 'l'he machinery of revenue could be used in such a \Yay as 
exist to-day are the abuses which these great combinations of to giye us the information that will be of Yalne in tariff legis-
capital haYe originated and practiced. lation. 

Inasmuch 1\.S this measure has in view not only revenue, but It seems to me that, above all things, this legislation shonlu be 
publicity with a Yiew to ending such abuses, why put the light concentrated; that it should not embrace all the smnll, inno
of publicity upon these numberless small corporations of the cent, and innocuous corporations in the country; that it should 
country, oYerburtlening the records, and so confusing the inquiry be applied, as the petroleum and sugar reilnery tax was up
that we may not be able to discern the abuses of the great plied, only to organizations haYing large gross receipts; in 
combinations themselyes? that case $2iJO,OOO per annum. In this way we shall limit 

Our legislation, both with reference to reyemw and publicity, the tax to a comparatiyely small area; \YC shall limit the in
should be concentrated upon those forms of wealth that haYe quiry and the examination to a comparatiYely small area, and 
become most oppressiye and upon those forms of wealth with at the same time we shall be enabled to ascertain the facts in 
reference to which the greate>:t abuses haye existetl; those connection with these great manufactm·ing interests and make 
forms of lawless \Yealth that lmYe brought the law-abiding them public in such a way that the publicity itself will be a 
wealth· of the country itself into discredit. There will be no correctiYe and the facts which we obtain will be of senicc to 
difficulty in rai>:ing am]lle reYenne from such sources. Read us in the legislation upon wllicll we pro}losc to act. 
1\Ioody's Manual ancl obserYc the number of corporations of 1\Ir. President, I shall not enter into the constitutional quos
tens of millions and hundreds of millions of dollars that have tions which the Senator from Colorado has pursued. Some 
been organized within the 1mst twenty years; obsene their clays ago, at the Yery opening of this debate, I prescntl'tl an 
capitalization; obsene their income; realize the extent of their , historical statement regarding the tax upon oil. and :sng:n· 
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refiners, simply making a statement in connection with it that 
WI)Ultl tie that history together. 

Without much inquh·y into the law, I then stated that gra.-e 
dangpr existPd as to the constitutionality of the tax imposed by 
this amendment; that if it should be regarded as a tax upon 
occupa tious, then the question would be raised that it was not 
a uniform tax; that to tax an occupation in the hands of au 
artificial person and not to tax it in the hands of a natural per
son might be regarded as a denial of that uniformity called for 
by the Constitution; that if it should be regarded as a tax upon 
the privilege of being a corporation, the power to be and the 
power to do, the question might be raised as to our constitu
tional power to tax such a franchise, the creation of a sover
eign State acting within its jurisdiction. 
· It is true that the Supreme Court has declared that that uni
f?rmity nee~ be ?nly. a geographical uniformity; but the ques
twn of class1ficatwn 1s always a question upon which hair-split
ting decisions can be made. 

So with reference to the tax viewed as a corp.oration tax it 
has seemed to me that it is a tax upon the right to be and fue 
right to do of a corporation; and whilst it is contended that 
such a tax has been upheld, notably in the Adams Express Com
pany case, yet I am unable to see that that decision covers 
e~ti~·ely this contention. It seems to me to involve a contra
dlCtwn to declare that when the Nation, acting within the 
gran~ed powers, grants a franchise to a corporation, no State 
~an Impose a tax upon such franchise, for the power to tax 
mvolves the power to destroy; and yet, at the same time, to 
decla~e .that whe.n ~he State grants a.franchise to a corporation 
the NatiOn can, If It so chooses, tax It out of existence. These 
rights and powers, it seems to me, must be reciprocal. The 
~ation is suprem~ within the ~)owers granted by the Constitu
tion ove~ e;'er! mch of Amencan territory; the State is su
p~eme ~nthm 1ts ~esen-ed powe:s .over every inch of territory 
w1thin Its boundanes. The one rs Just as sovereign as the other 
within its own acknowledged jurisdiction; and to say that the 
power and the privilege granted by some one soverei<>'n the 
N~ti.on, can not be taxed by the State, and that the po,;'er: and 
pnvrlege granted by another sovereign, the State, can be taxed 
by the Nation, seems to me to involve a contradiction. 

So I contend that we should not throw this important mat
ter of revenue into the maelstrom of litigation; that this plank 
upon which it is proposed that this particular measui·e shali 
rest, is too thin for further splitting. The President has de
clared that his recommendation is based upon the decision in 
the Spreckels Sugar Company case; and it is the part of wisdom 
to purpose closely the lines of the tax that was imposed in that 
case. ·If we do that, ':e shall.avoid the inconvenience of taxing 
all the small corporatwns of the country, and we shall confine 
our taxation to these great combinations of capital whose 
profits have been enormous, whose ability to bear is greater 
than that of any other class of the community, and whose 
abuses have awali'ened the attention of the country and de
mand legislative cure. The substitution of the corporation tax 
for the income tax seems to be a foregone conclusion so f·ll' 
as present action is concel·ned; but I shall hope that ";hen the 
bill as amended is before the Senate such amendments will be 
made as will free the small corporations from its operation 
will place the combined wealth of the big manufacturers and 
corporations under national burdens, will furnish the statistical 
information necessary to rectify trust and tariff abuses, and, 
above all

0 
such amendments will make the tax imposed identical 

with that which has already so successfully stood the test of 
the courts. 

The VICE-PRESIDENT. The question is on agreeing to the 
amendment of the Senator from Rhode Island [lllr. ALDRICH] 
to the amendment of the Senator from Massachusetts [1\Ir. 
LoDGE], 

Mr. ALDRICH. Mr. President, I am not sure whether or 
not there are other speeches that are to be made upon this 
proposition. I think there are some Senators, perhaps, who are 
not here who wol;lld like to make some short remarks upon t>ither 
one amendment or the other; and, for the convenience of all 
Senators, I would suggest that we take a final vote upon the 
amendments, without further debate, at 1 o'clock to-morrow. 

Mr. ELKINS. 'i'i'hy can we not vote now? 
Mr. ALDRICH. I am not sure that all Senators who desire 

t~ speak have done so, I thought perhaps we might agree to 
vote to-morrow. 

Mr. ·ELKINS. We came noor having a vote yesterday. 
Mr. ALDHICH. I am willing, of course, to vote now if there 

is to be no further discussion. 
Mr. ELKINS. I have been waiting here all clay to vote. 

XLIV--2iJ-1 

Mr. BAILEY. I am afraid the Senator from West Virginia 
would leave if "'e \vould let him vote. [Laughter.] 

The VICE-PRESIDENT. Is there objection to the request 
of the Senator from Hhode Island? 

lllr. S'.rOXE. What is the request of the Senator? 
Mr. ALDHICH. That a vote be taken on the proposition of 

the Senator from Texas [Mr. BAILEY], the pending amendment 
the substitute, and any amendments which may be offered t~ 
them, without further discussion, to-morrow at 1 o'clock. · ' 

The VICE-PRESIDENT. Is. there objection to the request? 
Mr. BACON. I should like to ask the Senator a question 

before the matter is determined. · 
Mr. ALDRICH. Several Senators ask me, "Why not vote 

now?" I am not sure whether the discussion has been ex-
hausted. · 

Mr .. BAILEY. I know two Senators are in conference now as 
to whether or not both will speak. One· of them will certainly 
make a brief speech, and consequently we can not vote right 
now. I prefer that an hour be definitely fixed, so that •every 
Senator can be advised of that hour and be certain to be here, 
without any inconvenience or any mishap. 

The VICE-PRESIDENT. ·Is there objection to the request 
of the Senator from Hhode Island? . . 

Mr. BACON. I desire to ask the Senator from Rhode Island 
a question before the matter is concluded. There has been 
some difference of opinion in his absence as to the parlia
mentary situation in case his amendment should be adopted. 
There are, as . .the Senator knows, several amendments, either 
of which it will be difficult to perfect unless there is a liberal 
construction of the rule as heretofore executed by permitting 
amendments without regard to strict parliamentary law. For 
instance, the Senator's amendment is pending, and if it. is in 
the second degree as an amendment-about which there is some 
little difference of opinion-and it should be adopted, would the 
Senator then recognize the right of Senators to offer further 
amendments to his proposition? 

l\lr. ALDRICH. Of course I am inclined to be liberal about 
the matter, but I prefer to have an understanding that any 
minor amendments to perfect the text should be considered 
before the time fixed for the final vote. There are some amend
ments, one offered by the Senator from Nebraska [l\lr. BURKETT], 
and other amendments of that kind. I will say to Senators 
that my impression is that it wohld be better for the Senate to 
adopt the amendment as it stands. 'l'he committee will then 
consider its effect; and before the bill finally passes they will 
perhaps have some amendments to suggest with reference to 
fraternal and beneyolent organizations. ll!y own opinion is that 
benevolent organizations are all now exempted by the terms of 
the amendment as it stands. Of course n.one of us want to tax 
that class of corporations, and if the amendment should be 
adopted as it stands, the committee will give very careful con
sideration to all these propositions for exemption. I do not 
think it is possible for the Senate in the short time we have to 
consider them carefully at this moment; and I should be in
clined myself, if we are going to have a vote now, to move to 
lay amendments of that character upon the table, with a view 
to trying at a later time to perfect some amendments which 
would carry out the plain intention of the proposed law. 

Mr. CUMMINS. · l\lr. President, I should like to ask a ques
tion of the Senntor from Hhode Island. 

The VICE-PHESIDE~T. Does the Senator from Rhode Is
land yield to the Senator from Iowa? 

Mr. ALDHICH. Certainly. I 

Mr. CU::O.DIINS. I understand the Senntor's request would, 
if granted, preclude debate upon any amendment that may be 
offered? 

Mr. ALDRICH. Yes; but we "·ould have plenty of time be
tween now anci the time I have suggested for discussing any 
amendment, if Senators saw fit to do so. . 

1\Ir. CUMl\IIN~ .. I am unwilling to consent. to that request. 
I am perfectly w1llmg to vote on the amendment as it is offered 
and as it appears now, or I am perfectly willing to fix a time 
when it may be voted upon; but I am unwilling to consent to 
an arrangement by which other nmendments may be offered and 
.-oted upon without debate. I m~·self want to reserYe the op
portunity to be heard upon any amendment thnt may be offered 
to the proposition of the Senator from Hhode Island. 

Mr. ALDHICH, The Senator from Iown would have all of 
his rights in the Senate; that is, any rights which he wanted 
to reserve in that direction. It seems to me that the debate 
upon this proposition must terminate at some time'; and of 
course if Senators are not willing to make nn agreement, thne 
is nothing left but to go on and dispose of the matter as rapidly 
as we may. 
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'l'he VICE-PRESIDE:'\T. In the absence of objection, per
mission is granted to print the matter referred to in· the 
RECORIJ. 

The matter referred to is as fo1lon"s: 
THE OHIO MUTUAL SAYI~Gs A~o LoA~ Co~IPA~Y, 

Hon. CIIARLES DICK, 
Clereland, Ohio, June iS, 1909. 

United States Senate, Washingto!~, D. C. 
DEAR Sm: I· desire to interest vou on behalf of the building and loan 

companies, asking that they be exempted from paying the corporation 
tax as proposed in the tariff bill now under consideration. 

Practically all of the loans of such are in comparatively small 
amounts and to people making monthly payments thereon. The bor
rower is usually a member holding stock of tire company and depends 
upon the dividends to help pay the debt; thus, It dividends are de
cteased for any reason, that much longer time Is required to pay the 
loan For this reason most building and loan companies have ·a very 
.large stock account and very small deposits, exactly reversing the usual 
bank conditions, and for this reason such a tax would cost such insti
tutions an enormously larger proportion of tax than in most other forms 
of corporation. · 

For instance, this company, with $425,868 of capital, has only 
$113 032 of deposits, and total assets of $641,464, while most any bank 
with' that amount of capital would have from five to twenty millions 
of deposits, and not pay any more tax than we. 

Respectfully submitted for your consideration. 
C. F. DIXON, Secretary. 

Hon. CHARLES DICK, 
WOOSTER, OHIO, June reB, 1909. 

United States Senate, Washington, D. a. 
DEAR SIR : In your consideration ·of the proposed corporation tax we 

wish to urge sou favorably to consider the exemptions made in the 
President's recent message. This tax, if placed upon the local building 
and Joan companies, would certainly work hardship to the many thou
sands of wage-earners who are its patrons. 

Very truly, yours, 
TIIE WOOSTER BU~LDING AND LOAN ASSOCIATION Co., 
J. W. HOOKE, Secretary. 

Hon. CHARLES DICK, 
Washington, D. a. 

MAlliETTA, OHIO, June 29, 1909. 

DEAR SIR: Representing 1,500 stockholders-for the most part small 
wage-earners that can Ill alford such a penalty upon their thrift-we 
earnestly request your assistance in securing the exemption of building 
and Joan associations from the operation or the proposed corporation 
tax. 

Respectfully, 
THE PIONEER CITY BUILDING A~D LOAN COMPANY, 
WM. H. H. JETT, President. 
J. S. H. TORNER, Vice-President. 
S. J. HATHAWAY, Second Vice-President. 
FRED "'· TORNER, Secreta1·y. 
J. C. BRENAN, Attorney • 
• T. 1\f. WILLIAMS. 
D. G. BORGL. 
C. L. BAILEY. 

Hon. CHARLES DICK, 
Washington, D. C. 

EAST LIVERPOOL, OHIO, June 16, 1909. 

1\IY DEAR SENATOR: Does the proposed law taxing the net income of 
corporations include in its provisions the taxing of mutual savings banks 
or building and Joan associations? If so, do you not think they should 
be exempted from its provisions, and will you not take steps toward 
that end 1 

The building and loans of the State have over 400,000 members, with 
assets of over $140,000,000, and should not be taxed for being thrifty 
and economical. 

Awaiting an ·early reply, I am, 
Yours, most respectfully, 

J~o. J. PumNTON, 
President of Ohi~ Building Association League. 

Hon. CrrAnLES DICK, 
Washington, D. a. 

AKRON, OHIO, June 28, 1909. 

DEAR SIR: We wired you this morning as follows: "Kindly use 
efforts to have building and loan associations exempted from cor
poration tax." 

Will you please use your best efforts to have building and loan asso
ciations exempted, from the fact that these institutions are mutual 
ones and are operated exclusi>ely for the benefit of the members, and 
the profits arc distributed, and we sincet·ely hope that the recommenda
tions will be followed and that the associations may be exempted. 

Thanking you for any efforts put forth in our behalf, we are, 
Yours, respectfully, 

THE HO~IE S.H"IKGS COMPA;>;Y, 
W. C. HALL, P1·esident. 

THE BR!iXER-GOODHUE-COOKE CO~IPANY, 
A/iron, Ohio, June 28, 1909. 

lion. CHARLES DICK, 
Unitca States Senate, Washington, D. a. 

1\IY DEAR SE~ATOR: There Is a bill now before the Senate which, 
among other things, proposes to levy a 2 per cent tax on the net 
income of building and loan associations throughout the country. 

This as you well know, will be an imposition of a burden which no 
building and loan association can stand. ':!.'hey are to a certain degree 
philanthroplcal institutions, and by imposing a tax on their business 
it· would be the grossest hardship to millions of their patrons. You 
are well enough versed in the matter and the cheapness with which 
these concerns are run to know that this tax could not be _paid by the 
associations and would eventually put them all out of busmess. 

•.rrusting 'you will give it your attention, and with kindest regards, 
I am, 

Ycry sincerely, yours, 1 N. P. GOODHUE. 

Hon. CHARLES DicK, 
Washington, D. a. 

WAYEnr,Y, OHIO, June re9, 1909. 

DEAR SENATOR: I noticed in last Sunday's paper that the bill intro
duced in the Sen a tc proposes to tax all corporations 2 per cent on 
their net earnings, which wlll include building and loan companies. 
'l'he State of Ohio has probably the largest number of building and 
loan companies of any State In the Union, and has more money in
vested in such companies. Three-fourths of this money was placed in 
such companies by the frugal laboring man and woman. .A. 2 per cent 
tax on the net earnings of such companies will put them out of busi
ness or bring about an Increased rate of Interest to borrowing members. 
The law now in this State requires at least 5 per cent of the net earn
ings of such companies to be set apart as a ·" contingent fund" for 
contingent- losses. I am the attorney for a local company at this 
place, and our company has only been able to pay a semiannual 
dividend of 2] per cent. Not many other companies pay any better. 
They can not unless they exact an unreasonable rate of Interest. You 
can see what a tax of 2 per cent on the net earnings would do to stich 
eompanles. I could see no serious objection to the bill recommended 
by the President, for he proposed that building and loan be exempt. 
Companies earning less than $5,000 ought to be exempt. The meas
ure anyway, like an Income tax, Is odious to the average man and will 
prove to be very unpopular with the people, and such measures ought 
not to be resorted to in times of peace. I hope you can see your way 
clear to help defeat this bill so far as it will apply to buildtng and 
Joan companies. 

Very respectfully, F. E. DOUGHEDl'Y. 

Hon. CHARLES DicK, 
Washington, D. a. 

TROY, OHIO, June 29, 1909. 

DEAR ·sm: At the regular meeting of the People's Building and Sav
Ings Association Company last evening I was directed by the unani
mous vote of the directors to write you to use your Influence and vote 
to secure for building associations the exemptions in the proposed cor
poration tax suggested by President Taft. 

Our own deposits represent almost entirely the savings of the wage
earners of this city, and speaking for the directors, who, with one 
exception, are Republicans,. and for myself, a member of the same party 
and an officeholder by virtue of my membership in It, I do not believe 
that the Republican party can alford to place a tax upon the thrift of 
this- class of people, while Ignoring the opportunities presented by the 
income tax to lay the burden upon those best able to bear It, and who 
for the most part escape their just proportion of the Nation's taxes. 

Whether it is just or not, there Is a feeling that our party has not 
kept faith In revising the tariff upward, and to impose a direct tax, 
like that proposed by the corporation tax, would appear to the people 
only as another evidence of our party's and our representatives' In
difference to that great majority-the common people. 

I am writing this because I believe that not only natural justice. 
but party expediency, demands that for the balance of the session of 
Congress the Republican party should father only such legislation as 
will remove the feeling that I speak of and make the wage-earner feel 
that his voice has penetrated Washington and that the party will Pl"O· 
teet his modest savings from the excise man. 

Very. truly, yours, • 
J. C. FULLERTON, Jr. 

HAMILTON COUNTY LEAGUE OF BUILDING ASSOCIATIONS, 
Citwinnati, ApriZ 1, 1909. 

Hon. CHARLES DICK, 
United States Senate, Washington., D. a. 

DEAR SIR: The board of trustees of the Hamilton County League of 
Building and Loan Association have instructed me to inform you of 
their fears that the new tariff and taxation bill when completed will 
contain a clause levying a tax on dividends declared by corporations, 
Unless otherwise provided, a clause of that kind would tax the earnings 
of building and Joan associations. 

'!'he statutes of Ohio, as do the statutes or nearly every other State, 
require that a building and loan association organize as a stock com
pany and as such the associations are required to distribute their 
earnings in the shape of dividends to the credit of the members. Sec
tion 25 of the Ohio law governing building and loan associations reads, 
in part, "and a further portion of snch earnings, to be determined by 
the board of directors, shall be transferred as a dividend annually or 
semiannually in such proportion to the credit of all members." · 

We assume that it is not the intention of the 1\Iembers of Congress 
to include in its legislation anything that would have a tendency to 
destroy the influences for thrift and economy exerted by building and 
loan as::;ociations. 

We therefore respectfully request that in the framing of the taritl' ot• 
taxation law you prevent the application of provisions Inimical to build
ing and loan associations. 

According to the state report, just issued, the assets of the asso· 
ciatlons in Ohio aggregate the sum of $13D,340,424.57, and the mem
bership is 327,602. 

Very respectfully, FRED. BADER, President. 

Hon. CHARLES DICK, 
COLUMliUS, OHIO, June ~8, 1909. 

United States Senate, lfashington, D. a. 
DEAR SIR : Representing the bankers of Ohio, we respectfully urge 

you to use your influence in exempting from corporation tax all bank
ing institutions. 

Hon. CHARLES DICK, 
Washington, D. a. 

THE OHIO BA~KERS' .A.SSOCIATIO~, 
By W. F. HoFn!A~. P1·esident. 

S. B. RA~KIN, Sec,·ctat·y. 

FRE~!ONT, OHIO, June 80, 1909. 

1\IY DEAR SENATOR : I am writing you a few lines, as a friend of youm 
and a good Republican, to inform you what the people who arc stock
holders in various corporations in this city think of the 2 per cent tax 
proposition that Congress is trying to impose upon corporations. If 
the people all over the country feel as they do around here in regard 
to it, It will certainly defeat the Republican party in 1D12. 
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You know the corporations have to pay their state corporation taxes, 

and our taxes at home now are over 4 per cent, which is all that the 
averag-e person can afford to pay in taxes ; and now if we have to pay 
an additi.,nal government tax of 2 per cent, all small corporations 
might as well go out of business. 

If the Government would stOI> sending out such vast quantities of 
printed matter, that is scarcely ever read by the a>erage person and only 
thrown into wastebaskets, it would go quite a ways toward meeting 
the required deficiency that the Government claim they need; also a 
great many other extravagant expenses could be curtailed. 

I am a high-tari1l' man, and I firmly believe that the tariff should be 
kept high enough to meet all legitimate expenses of the Government. 

I sincerely trust you and Senator BURTON will do all in your power 
to defeat the 2 per cent corporation tax. 

Yours, very respectfully, 
A. H. J"ACKSON l\IANUFACTIJJUXG CI>MPANY, 

By A. H. J"ACKSON, President. 
P. S.-ff you are ·really convinced that a tax should be levied on 

corporations, it should be on all amounts in excess of all earnings of 
at least 10 per cent, which would cover dividends and wear and tear 
of machinery and buildings. After that amount is exempt it would 
not matter if the tax was even 3 or 4 per cent, as a corporation making 
more than that amount could well a1l'ord.to pay it. 1 trust you will 
do all you can to get things fixed up properly. 

CINCINNATI, OHIO, July t, 1909. 
Senator CmnLES DICK, 

Washington, D. 0.: 
We protest against the passage of the proposed bill taxing the net 

income of corporations. :As common stock can receive no dividends until 
bonds and preferred stocks are cared for, it in e1l'ect places the burden 
entirely upon the holders of common stock, who are usually those 
actively engaged in the building up of their industry and of such moder
ate means that it is neeessa.ry that they take tile risks of the busi
ness for the chance of secur-ing greater rate of ineome. It leaves 
untouched those securities which are most generally held by people of 
large fortunes. It Is peculiarly unfortunate at this time that this 
burden should be thrown upon the common'stock holders owing to the 
growing disposition upon the part of corporations to interest their work
men more closely with them through ownership of common stock in 
the corporation, as common stock reflects the increased efficiency and 
not the preferred. That workingmen will avail themselves of such 
opportunity, I might mention this company has had such ·plan in effect 
for twelve years, and its employees other than its officers own in 
excess of $2,000,000 worth of its stock, every share of which is com
mon. We ask that your efforts be exerted against its passage. 

THE PROCTER & GAMBLE C0~1P.l.NY, 
WILLIAbi COOPER PROCTER, P1·esident. 

KEXTON, OHIO, July 1, 1909. 
Ron. CHARLEs DICK, 

Unitea State!! Senate, Wa$hington, D. 0.: 
We most earnestly protest against corporation-tax amendment as 

gross injustice to small stockholders. :Eiope you will vote and use your 
infiuence against it, 

THE CHAMPION IRON COMPANY. 
THE KENTON NATIONAL BANK. 
THE KENTON GAS ENGINE COMPANY. 
THE CEMENT· BLOCK AND RooFING Co~IrANY. 
THE SCIOTO SIGN COMPANY. 
THE ROSER RUNKLE COMJ?A.NY. 
THE COMMERCIAL BANK. 

Hon. CHARLES DtcK, 
Washington, D. 0. 

BLANCHESTER, OHIO, June 29, 1909. 

DEAR Sm: We beg to express the .hope that you will oppose vigor
ously the proposed corporation-tax amendment.. It seems to us that 
this law would be a very unfair discrimination against the corporations 
that compete with individuals and firms or copartnerships doing a 
similar business. .. 

:\"ear-ly all of our competitors are individuals or copartnerships, and 
we do not feel that we will be receiving a " square deal " if this act 
should become a.law 

\Ye have no objections to taxing the incomes of corporations, pro
vided a similar tax is charged against the incomes of individuals and 
firms. We believe that corporations are entitled to and should receive 
a square deal. 

We will be very much pleased to receive a favorable reply from you. 
Yours, truly, 

T!fE DEWEY Enos. Co. 

CoLu~mus,. OHIO, J1me 28, 1909. 
I-lon. CHARLES DICK, 

United States Senate, 1Vaahington, D. C. 
DEAR Srn: We hope you will oppose and use your influence against 

the proposed law taxing the net income of. corporations. As you are 
aware, we pay the State 2 per cent on capital employed. In addition 
to this, our city taxes are 3.30, while the margin of profit in all whole
sale lines is constantly growing narrower. This condition and the 
steadY increase in salaries due to the higher cost of living would make 
this additional tax a greater burden than our business would justify, 

'l'hanking you in advance for any effort you may make, we are, 
Respectfully, yours, 

Ron. CHARLES DICK, 

THE SHELDON DRY GOODS Co., 
ROBT. E. SHELDON, President. 

THE CoLIN GARDNER PAPER COMPANY, 
Middletown, Ohf.o, .April 27, 1909. 

United States Senate, Washington, D. 0. 
DEAR Sm: Noting what Is being done regarding the tariff and the 

talk of adding to it tax on dividends of corporations and inheritances, 
I wish to say that, having talked with a great many of our business 
men regarding this proposed tax, I ha>e yet to find one who thinks 
the emergencies demand a tax of this kind. 'l'his would be proper in a 
time of war, but under present conditions I feel sure it would be a 

deathblow to Republican success in tbe coming elections, and I feel sure 
it would result in the Democrats carrying our State. I therefore urge 
upon you the importance of climina ting such taxes as those above 
named from the Payne tariff bill. 

Hoping your vote may be recorded against them, I beg to remain, 
Yours, very truly, 

Hon. Cn.u:LES DrCK, 
Washington, D. (J, 

C. GARDNER. 

PIEDMOXT, OHIO, .ApriZ 23, i.9o9, 

MY DEAR SIR : I write to urge that you support the Income-tax amend
ment to the tari1l' bill. I feel sure that in so doing you will register. the 
.will of a large majority of your constituency. This method of raising 
revenue will inflict no hardshii>, while a tari.Jf on necessities. !mi>Qses 
burdens upon those least able to bear them. Yon represent a large 
Commonwealth, in which the middle classes deserve the greatest con
sideration. 

You need not be advised as regards the iniquities of the present 
tari1l' system. You well know the fallacy of the protective tarilf 
scheme, though you are perhaps committed to the same. Why· not 
break away frem servility to the favored. few and finish your senatorial 
career in defense of the many't You ean yet make us all proud of yon. 
No public man who dares stand np in defense of the common ).)P.Ople 
has ever yet gone unrewarded. 

Very sincerely, yours, A. C. WALLACE> 
.An obscure farmer. 

Hon. CHARLES DICK, 
SPRINGFIELD, OHIO, Jtene z.;, 1909. 

United Stat.es Senate, Washington, D. 0.: 
On behalf of the. stockholders of the Springfield Railway Company, 

who would suffer by the levying. of a tax on the net receipts and the 
discrimination thereby made, and as It is an attempt by indirection to 
impose an income tax, I desire to protest against the passage of the 
pending amendment and trust that it will not prevail. · 

OSCAR. T. MARTIN, 

DAYTON, OHIO, June !!4, 1909. 
Hon. CHARLES DICK, 

United States Senate, Washi1tgton, D. C.: 
The stockholders of the People's Railway Company, Dayton, Ohio 

protest against the tax upon corporations as unjust and discriminating: 
THE PE.OPLE'S. RAILWAY COMP.ti.NY 

By J". A. MCMAHON, Presilleut. · ' 

Hon. C:EI.A.RLES DrCK, . 
Senate: 

CLEVEf'AND, OHIO, June £4., 1909. 

We apprehend that a complete and impartial consideration of the 
numerous ways that life fnsurance companies are now taxed· wLll dis
close that any additional taxation in that direction would be entirely 
unjust, and we earnestly hope that you will favor the exemption of 
life insuran.::e companies from the proposed corporation-tax bill. 

WM. H. HUNT, 
Acting President the Cleveland Life Company. 

W. S. SHELTON, 
Secretm·y. 

CIXCINNATI, OHIO, June 23, 1909. 
Hon. CHARLES DrcK, 

Senate, Washington, D- 0.: 
We earnestly hope you may see yol;ll' way clear to assist in securing 

exemption of life insurance companies from proposed tax on riet in
comes of corporations. Life companies now bear a heavy burden of 
taxation in all States and Territories, out of proportion to. that paid 
by other corporations. All these taxes fall on the policy bolder or on 
the beneficiary of insurance, a class of citizens, as a rule, least able to 
bear such exactions. Letter follows. 

JESSE R. CLARK, 
President, the Union Central Life Insurance Company. 

lion. CHARLES DICK, 
Senate: 

CrNCINNA.TI, OHIO, June 24, 1909. 

Respectfully urge exemption of life insurance companies from 2 per 
cent corporation tax. Large portion of such tax would una>oidably fall 
upon policy holders. 

THE COLUMBIA LIFH INSURANCE C011PANY, 
W. C. CURLKINS, Vice-P•·csident. 

TITEl CLEVELAND LIFE lNSURAXCE COMPANY, 
Cleveland, Ohio, Jtme 25, 1909. 

Hon. CHARLES DICK, 
United States Senate, Washington, D. C. 

MY DEAR SENATOR: This is merely to confirm telegram sent you to
day from this office. 

We apprehend tbat a complete and impartial consideration of tbe 
numerous ways that life insurance companies are now taxed will dis
close that any additional taxation in that direction would be entirely 
unjust, and we earnestly hope that you will fa'"or the exemption of 
life insurance companies from the proposed corporation-tax bill. 

Expressing kind personal regards, I beg to remain, · 
Very truly, yours, w~r. H. HUNT, 

Hon. CJIARLES DICK, 
Washington, D. 0.: 

.Acting President. 

DAYTON, OHIO, June res, 1909. 

We respectfully but earnestly protest against the proposed tax on 
corporations. · 

C. W. RADIOND COMPANY. 
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lion. CIIAitT,Ef; DICK, 
1Vasllinrrton, D. a. 

CANTOX, OIIIO, Jwtc 2.f, 1909. 

DEAR Sm: .Regarding the contemplated bill to tax corporations on 
their earnings, !Jeg to advise you of a few reasons "·hy we consider it 
impractica!Jle and un!Jusinesslike. 

. If we are ri::;htly advised, should this bill become a law, it will tax, 
at the rate of 2 per cent, the earnings of ali corporations, but not 
necessarily partnerships. '.rhls will necessarily mean that each cor
poration must furnish to the proper authorities and make public the 
result of each year's business. In event a corporation shows, by its 
balance sheet at the end of the year, that it has lost money, or made 
little or nothing. and this Information Is given to the world at large 
we, as a firm seiling to that house, would probably refuse to do busi
ness longer with them, except on a C. 0. D. basis. Our action would 
be similar to the action of probably all other firms, and the banks with 
whom this firm might be doing business would, in all probability, re
strict or decrease the line of credit. The resultant etl'ect would be 
their faliure, precipitated solely by the Information given as to their 
financial condition. On the other hand, If this information was not 
given in a case of this kind, and it was generally known that the firm 
was not losing money, they would probably pass through the crisis. 
Now, take the other case: Suppose a firm Is capitalized at $1,000,000 
and Is doing a very lucrative business-let us say they are making 
$500,000 on their million-this Information must be given to .the world. 
What is the result? It Immediately Invites competition in that par
ticular line. It a man Is looking for an investment in business and . 
is undecided where or how to Invest his money, and learns that some 
.particular firm Is making GO per cent per annum on a certain Invest
ment, the natural conclusion would be that the investor will endeavor 
to engage in that line _of business rather than one that Is less lucrative. 

Again : 'l'he dishonesty of purpose and dishonesty of fact in the 
average corporation is so much a part of their business that correct 
returns need not be (ooked for any more than one puts in an abso
lutely correct valuat10n of real estate, personal property; etc., to 
the tax office. You know, we know, and everybody knows that 
proper returns are not mnde for taxation; and this invites that same 
thing. Let us suppose, for instance, that this $1,000,000 firm, that 
makes one-half ·mll!lon a year, does not care to pay $10,000 to the 
Government annually, or 2 per ceD;t on the half-million earJ?ings. Whnt 
do they do? Pay out to the president $100,000; to the vice-president 
$50,000; to the secretary, 1$25,000, and so on down the line. These· 
presidents, vice-presidents, secretaries, etc., can become imbued with 
a philanthropic spirit the next day or two after the returns are 
made to the proper authorities, and. being in a charitable mood tbey 
can return, make a present .o~· donation to the firm of $100,000, $50,000, 
or $25,000. Who can proh1b1t a man from glvmg a donation to a char
itable Institution? And what law will ever be enforced to prohibit a 
man making a donation to a firm he is interested in? No one on God'~ 

. earth. 
Therefore, for these reasons alone, we believe the bill will be a fail

ure in its operation, if maoo into a law. 
As one of your constitu~nts we would like to have your views on the 

subject, and If the deductiOns we have made here are erroneous or in
correct in one or more particulars, we would like to be enlightened and 
set right. · 

Yours, truly, 
TIMKEN RoLLER BEARING co.,-
1Y. R. TIMKEN, Secretary and Treasw·e1", 

EXECUTIVE DEPARTMENT, , 
TIIE UNIOX CEXTRAL LIFE INSURANCE COMPANY, . 

Cincinnati, Jmw 24, 1909. 
lion. CIIARLES DICK, 

Unitc<l States Senate Chamber, Washington, D. C. 
DEAR SIR : As president of The Union Central Life Insurance Com

pany, of Cincinnati, I took the liberty of sending you yesterday a tele
gram as follows : 

" We earnestly bope you may see your way clear to assist in secur
ing exemption of life insurance companies from proposed tax on net 
income of corporations. Life companies now bear a heavv burden 
of taxation in all States and Territories out of proportion to that paid 
by other corporations. All these taxes fall on the policy holder or on 
the beneficiary of Insurance, a class of citizens, as a rule, least able 
to bear such exactions. Letter follows." 

Because of the great importance of the subject I have thought it 
proper to supplement this message with a letter stating briefly some 
reasons for urging that life insurance companies be exempted from the 
proposed tax. Without attempting any extended details of arguments 
supporting the claim that life insurance funds should receive such 
e::cemption, .I shall refer only to the two propositions suggested in my 
d1spatch, nz: 

First. Life insurance companies are already subjected to heavy taxa
tion in all tbe States and Territories in excess of the proportion paid 
by other corporations. 

Second. Taxes imposed on life insurance companies are a burden, 
not on the corporations or the stockholders, if any, but on the policy 
holders-tile wido1vs and orphans-the "wards of the law," who have 
the greatest need for its protection. 

Life insurance companies are now paying in taxes on their premium 
receipts and otber assets more than $10,000,000 a year in the various 
States and Territories, in addition to taxes on real estate and other 
tangible property, nnd in addition to fees and miscellaneous charges 
aggregating over $~.000.000. The Union Central Life Insmance Com
pany has paid during the past year in local taxes and taxes in the 
various States and •.rerritories in which it is engaged in business the 
sum of $96G,Ga7.:W. 

'l'hese vast sums, in excess of all needs for expenses of state super
vision, arc taken by the States as revenue for general purposes. If 
this money were not thus demanded . of life insurance companies, it 
wonld be used, under the law and pohcy contracts, to reduce the cost 
of insurance to policy holders. 

In August, 1!l08, the National Convention of Insurance Commis
sioners.· in session at Detroit, ll!ich., in an efl'ort to combat this grow
ing evil, adopted a report and recommendation .on the "Injustice and 
inequality of life insurance taxation,"· In thiS report the commis· 
sioners clearly pointed out that life msurance taxes are a burden on 
the policy holders and not on the company, and made this statement 

an;?¥Jr~t~~~~~:nnce tuxes either increase the cost of insurance or di
minish th~ amount of it. In the one case they fall on the policy 
holders, In tbe otber on the beneficiaries of the insurance. The State 

Bhonld not permit the misappropriation of these funds by insurance 
mana~:ement; it should not itself divert them from their Intended use." 

It seems to me this statement of the commissioners applies equally 
well to the General Government. I sincerely hope you will be able 
to take that view, and contribute your valuable assistance to the interest 
and protection of the citizens who invest their money In life Insurance 
policies . 

Yours, respectfully, J. R. CL.iRK, P1·esi<lent. 
r---

COLUMBUS, 0IIIO, June !.f, 1909. 
Ron. CH.iRLES DICK, 

United States Senate, Wa-shington, D. a.: 
'l'he executive committee of the. Ohio State Life Insurance Company • 

respectfully requests that such companies be not included in the pro-
posed law to tax corporations. . 

Ron. CHARLES DICK, 

LEWIS C. LAYLIN, President. 
JorrN l\1. S.iRVER, Secretm·y. 

DAYTON, OHIO, June 24, .1909.· 

Washington, D. C.:. . 
As large manufacturers, we enter vigorous protest against corporation 

tax. BuCKEYE I~~N AXD Buss COliP.i!'IY. 

Ron. CHARLES DICK, 
Washington, D. a.: 

DAYTON, OHIO," Ju-ne lir£5, 1909. 

Representing nearly 400 stockholders of the City Railway Company, 
of Dayton, we protest against the passage of the corporation-tax amend
ment as an injurious and discriminating measure. We trust that you 
will vote against passage of same. 

Ron. CHARLES DICK, 
Washington, D. a.: 

TIIE CITY RAILWAY COMPANY, 
E. D. GRIMES, President. 

:QAYTON, OHIO, June 24-25, 1909. 

"·e protest against the passage of corporation-tax amendment as 
an Injustice to stockholders in corporations. 

THE TOWER VARNISH .l.ND DRYER CO. 

lion. CHARLES DICK, 
Washington, D. a.: 

DAYTOX, Orrro, June l/6, 1909. 

The proposed corporation tax is unjust discrimination. We very 
respectfully protest. 

CRAWFORD li!CGREGOER & Co. 

DAXTON, OHIO, June 26, 1909. 
Hon. CHARLES DICK, 

United States Senate, Washington, D. a.: 
we respectfully but. vigorously protest against proposed tax on cor

porations. 
liO)HJ TELEPHONE CO~IP.<NY, 
J. E. FF.IGIIT, Yice-President. 

Hon. CIIARLES DICK : 
DAYTON, 0IIIO, June 2G, 1909. 

Please file our earnest protest against proposed tax on corporations. 
SEYBOLD MACHINE Co. 

Hon. CHARLES DICK, 
Senate: 

Proposed tax on corporations 
nestly protest against it. 

Hon. CHARLES DICK, 

DAYTON, 0IIIO, June 26, 1909, 

is a double tax and unjust. We ear

Jo:s:cE, CRIDLE & Co. 

DA:I"TON, OHIO, J111JC 26, 1909, 

United States Senate, Washington: 
'Ye respectfully protest against corporation 

unfair. 
tax, as we consider it 

BnowNELr, Co. 

Hon. CrrARLES DICK, 
DA:I"TON, Onro, Jwte £), 1909. 

United Sta.tcs Senate, Washington, D. C.: 
We earnestly protest against taxing the incomes of corporations hav

ing unlisted secmities. 
THE LOWE BROTHERS' CO)II'.\NY. 

DA:S:TON, OIIIO, June 23, 190D. 
Hon. CIIARLES DICK, 

Unite<! States Senate, Washington, D. C.-" 
We respectfully but earnestly protest against proposed tax on cor-

porations. It is decidedly unjust. STO:l.IPS BURKHARDT CO~lPAXr •. 

DAYTo~. Orno, June 25, 1909. 
Hon. CHAnr,ES DICK, 

U11itcd States Senate, Wash-ington, D. G.: 
"1\e feel corporation tax is an unjust discrimination against corporate 

interests of the country. We prefer a stamp tax as being more equit
able and believe it easier. to collect. 

Senator DICK, 
Washington, D. a. 

BEAVER SO.iP CO)!PA);~. 

TIID DILLER l\IANUFACTURIXG COUl'AX:S:, 
Bluffton, Ohio, Jm~e 23, 1909. 

DEAR SENATOR: The writer incloses a copy of his letter to President 
Taft, and requests that you use your Influence to secure the defeat, or 
at least the modification, of the proposed measme. 

Respectfully, yours, PETER Dif,LER. 
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'l'o His Excellency "'n,r,TA)I n. '!'AFT_. 
Ju~E 23, 1909. 

P1·csidcnt of tho United States, lVasllington, D. a. 
EsTEE~mn Srn : '!'he writer wishes to voice an earnest protest against 

your recommendation to tax the net profits of corporations, and begs 
to point out a few phases of the proposed legislation which, in his 
opinion. merit your further consideration. 

Permit me to state at the outset that such legislation would prove 
fatal to many small Industrial corporations. It would at!ect a property 
right, by compelling the2e corporations to reveal their pri"vate busmess 
to unincorporated competitors. _ _ 

Another aspect of the proposed measure, and one which has appar· 
ent!y escaped the attention of the press, Is the fact that it would wipe 
out the close corporation. '!'his is quite rl~ht with certain classes of 
corporations, but not with all. The. close mdustrial corporation is a 
time-honored institution, and should not be thus ruthlessly dealt with. 

_ 'l'he stockholders whom I represent in this company would surrender 
their charter rather than conform to such an invasion of their private 
rights. 

You advance as an argument In favor of the proposed measure the 
limited liability of stocl<holdcrs. How about the limited company which 
is not i"ncorporated? -

You also state that it would tax success. Beg to state that the 
appropriateness of this comment hinges on your definition of the word 
llfany eminently successful men have nearly all their assets In bonds 
or real estate. I am therefore obliged to assume that you mean by 
success the et!ort and enterprise which rightly lead to the accumulation 
of property. I am unwilling to believe that you have fully considered 
this phase of the subject and that you would wittingly substitute en· 
tcrpr1se for property as the basis of taxation. 

I beg to suggest . that a wisely enacted national Incorporation act 
would avoid the objections to the ~reposed legislation and at the same 
time yield vast revenue to the I> ederal Goyernment. Moreo>er the 
honest company would prefer to have a national charter and be freed 
from unnecessary state restrictions. What has become of our much
vaunted free trade among the States when an Ohio corporation must 
pay a special tax In several States In order to transact business there? 

I think it can be affirmed, without fear of successful contradiction 
that small corporations are already paying much more than· their pro: 
portionate share of taxation. If the present policy of saddling taxa
tion on the corporations is to be continued, the day is not fa1· distant 
when the small corporation will be taxed out of existence. 

'l'here is. still UI~other phase of the proposed. measure, lmt the writer 
holds you m too !ugh esteem to assume that this measure is to be made 
a subterfuge for tariti reform. This would indeed be "welding a 
pewter handle to the wooden spoon." 

Respectfully, yours, 

Han. CIIARI,ES DrcK, 
11'ashington, D. a.: 

We respectfully but earnestly 
porations. 

lion. CHARLES DICK, 

------. 
D.l.YTo:;-,, Onro, June 26, 1909. 

protest against proposed tax on cor

Jonx RoLTSEn CoMPA~Y. 

D.I.YTOX, OHIO, June 25, "1909. 

United States Senate, Wasllington, D. C.: 
We respectfully but earnestly protest against the proposed tax on 

corporations. 
THE C. W. RAnroxn _Co. 

lion. CHAnr,Es DICK, 
DAYTOx, OHIO, June ZG, 1909. 

United States Senate, Wasllington, D. C.: 
We respectfully but earnestly protest against proposed tax on cor· 

porations. 
SPEEDWE!.L l\IOTOR CAR CO. 

Hon. Cn.HtLES DICK, 
Senate Cllambe,-, TVasllington, D. C. 

Armox, Onio, June 28, 1909. 

. l\I-r DE.!.n SEXATOR :. Judging from the debates in your llonorable body 
m the very recent past, one is almost forced to the conclusion that 
newspapers and newspaper publishers constitute a class of "undesir
able citizens" who, instead of having the right of protest, ought to 
keep quiet and be glad the;.· arc alive. But notwithstanding the un
favorable opinion which your body entertains of that class to which I 
belong, I am nevertheless going herewith to make my second protest 
concerning legislation now before your body. And that protest is 
against the passage of the cornoration-tnx bill. 

In the first place, the day ,:au pass that measure that day you will 
confess that the principle of protection, that our revenues should be 
raised by a tariff, is a snare and a delusion; that it is a failure, and 
that the Republican part-y admits that it is such. If this attitude is 
correct, then I would ask how do you expect the Republican papers of 
this country to meet tile issue? So much for the party doctt·ine. 

Now to the merits of the measure. Perhaps I do not understand 
anything about taxation. .lust assume that I do not. Then pardon 
these questions: \Yhy should the deficit in government expenditures be 
placed upon one particular class of our people? \Yily sllould a corpora
tion doing a business at a profit of :j;lO,OOO a year he compelled to pay 
a federal tax of :j;200, v;hilc a partnership doing the same business, at 
the same or a greater profit, contributes nothing. '!'lie Federal Gov
ernment extends no protection to the corporation that I am aware of 
that it does not also extend to tile individual. If there are any peculiar 
benefits arising from the corporate existence, they arc derived from the 
State and not ,from the General Government. And the Stat-e of Ohio 
has already imposed upon us one corporation tax. I do not \vant to argue 
this mattet·. I just want you to know how I, as the chief owner of one 
corporation, feel about it. Xor is It on behalf of this company alone 
that I protest. As an individual I own stock in a dozen other cor
porations, all of which under this most unjust measure will be a!Iected. 

-I have not taken a census to find how others regard the measure, but 
I have yet to encounter the first man who has made a success of his 
own business who Is in favor of it. It will please the socialists. I 
have heard of no one else who has so far manifested any ecstatic delight 
over· it. We are going to llave the devil's own time of it to keep Ohio 

Republican next year. Pass this bill and, unless I miss my guess, it 
will be impossible to pre,·ent a Democratic legislature. · 

Yours, very truly, 

Hon. CHARLES DICK, 

TIIF. BEACOX JOURXAL CO:uPAXY, 
C. h KxrGIIT, Manager. 

DAYTOX, OHIO, June !9, 1909. 

United States Senate, lVashington, D. C.: 
We believe that the tax on corporations, as proposed, would Interfere 

with return of prosperity and be a serious handicap to future develop-
ment. We respectfully enter protest. DAYTON BBE~ER:ES COMPANY, 

CoLuMBus, OHIO, June zs, 1!J09.··. 
Hon. CHARLES DICK, -

United States Senate, 1Vash£ngton, D. a. 
DEAn SIR: We write you with reference to the proposition now under

consideration looking toward the taxation of net profits of corporations_. 
We do not know whether the Idea has taken the form of a b!ll, but, 
basing our judgment upon what we gather _from newspapers; havo: no 
hesitancy in characterizing the move as thoroughly unfair and unJust. 

Ours is an incorporated company under Ohio laws. We pay here our 
city and county taxes. We pay a franchise tax of one-tenth of 1 per 
cent upon our capital. In return we.get from the city and c_ounty prQ
tection and advantages. The St~t~ grants us ~n return J:!ri':'!eges as a 
corporation not conferred on lndrv1duals. It limits the liab1lity of our 
stockholders, etc. From all three we get certain direct, well-defined 
benefltR in return for the payment of our money. The General Govern· 
men t does not propose to give us nor do anything for us in return for 
the money we are supposed to pay it. 

,\.nether thing Is this : There are wholesale houses In the same busi
ness we are both in and out of this State, conducting their business as 
individuals 'or partnerships, which come into our territory and city, 
selling goods to the same people we do.. These jobbers wlll not pay this 
special tax To be sure, they pay none of the state franchise tax now ; 
but adding. the new tax to that already imposed by the State will en
able individuals or partnerships to either undersell us or cut seven;ly 
into our fair and legitimate profit, or else lose our customers. Wh1le 
we instance our own case, the same thing will apply to- all ~thers; This 
is an unfair advantage in favor of the nonpaymg party. The Govern· 
ment virtually reduces the profit comina to us to the advantage of an 
individual or partnership competitor, and gives. n<?thing !n. retu:n.- This 
is not only confiscation, but the Government rs m additiOn a1dmg the 
party who pays nothing, to the detriment of the corporation whose 
property it has taken. . 

,\.nother thing is that the inquisitorial report a corporation is obliged 
to· make leaves but little to be guessed at concerning its busmess. ~'he 
very vitals are exposed. Yon know any careful business man jealously 
auards the secrets of his books and business. Yet here is a case where 
the whole of a company's business becomes a part of the pn~?li.c record. 
Secrecy upon_ the official who ha~dles t]?e report may be .enJc;>med, but 
the idea of divulging that which 1s reqmred of a corporatiOn 1s so very 
repugnant to the average man ~hat i_t alone should condemn the. act. 
Not only this but the informatwn g1ven would undoubtedly be, 1u a 
~ood many cases, to the injury of those reporting. 
"' No doubt there are other serious objections to the measure. These 
suggested are bad enough, from a practical business point of view, to 
kill such an act. · 

\Ye reRpectfully ask you to use your influence against this scheme and 
vote ugainst this or any like measure. 

Yery respectfully, yours, By THE GREEN-JOYCE Co., 
JOHN JOYCE, Jr., President. 

D.l.YTOX, OIIIO, June 28, 1909. 
Hon. CHARLES DICK, . 

Z::nited States Sqwte, Wasllington, D. a. 
DEAR SIR: We have just telegraphed you as follows: . 
"We respectfully protest against the unjust discrimination and In

equitable corporation tax proposed." 
The collection of a tax on the net earnings of corpomtlons, as pro· 

posed in the bill before the Senate, is to us most unjust, discrirnina· 
ting, and inequitable, and we earnestly and respectfully protest against 
its passage. Were all corporations of the same amount of capitaliza· 
tion, or had they all the same percentage of earnin,;s, there would he 
less of the inequitable situation than there now exists in its present 
form. 'l'alte, for instance, the company the writer represents: \Ye 
arc one of five subsidiary companies, the stock held by holding com· 
pany in New York. with a large issue of collateral bonds. As we un
derstand the proposed action, each subsidiary company. would pay a 
2 per cent tax upon its net earnings, and, after deducting all operating 
expenses, would pay over to the holding company all of its net earn
ings, a large portion of which would be paid as interest by the hold
ing company. You will thus see that in realit.v we would be paying 
tax upon that portion of our earnings representing interest on bonds. 

Then, too, on general principles it seems to us eminently unfair that 
an, individual engaged In business alon;!side of us, with the same 
capitalization and equally as large earnln;!s, and as fully protected 
in his commercial rights as we are protected, would avoid any tax 
whatever; and on top of this we ha>C registration and annual taxes 
on account of our incorporation to pay in eyery State of the Union 
where we main~ain an office in addition to our regular state property 
tax that we, like all others. must pay, thus pilin!;\" up against our 
corporations a vast amount of tax, the ·bm·den of which we should not 
be asked to bear. "'e hope the measure may not pass the Senate. 

Ycry truly, yours, 

Senator DICK, 
Washington, D. C. 

THE CO)IPCTING SC.l.LE COMPAXY, 

CI~CIN~Ari, Onro, Jnne 28, 1909, 

DEAR SIR: Referring to the proposed law to tux the income of cor-· 
porations, we beg to state that while we would not he directly affected 
by such a measure, we arc opposed to the proposed law. 

It is, in our judgment, un-American, as it directs toward a particular 
class. It possesses an clement of socialism. In our judgment a stamp 
tax, or some tax of a general nature that would not be any great 
burden to any particular class. would be more satisfactory to nil and 
less disturbing to tile commercial interests of our country. 
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The suggestion tl>at the proposed tax would give the federal author
ities a full opportunity to supervise the acts of corporations does not 
seem to us to be valid. A commission appointed for that purpose, 
similar to the railroad commission, vested with definite authority, would 
be, to our judgment, more effective. 

We trust that you will take a similar view to ours, and we ask you 
to vigorously oppose the proposed law to tax the income of corporations. 

Yours, very ~·espectfully, 
LEWIS W.ALD & Co. 

CINCINNATI,. OHIO, June 28, 1909. 
Hon. CHARLES Drc:P:, 

United States Senate, Washington, D. 0. 
MOST WORTHY itEPRESENTATIYE: '£he proposed law taxing the in

come of corporations, as at present drawn, will apply to mercantlle 
corporations, which !ln~er the existing laws are certainly paying all 
if not more than tbe>r Just share of the taxes. · 

It would be unfair to tax us as a corporation unless individuals and 
copartnerships with whom we come In competition are likewise taxed 
proportionately the same, whereas It is only proposed to tax corpora
tions. 

Please look at it from a reasonable standpoint. 
We are, very respectfully, yours, · 

Hon. CHARLES DICJ!:, 
Washington, D. 0. 

THE ALMS & DOEPKE COMPANY, 
WM. H. ALMS, President. 

-·--
CINCINl'fATI, OHIO, June 28, 1909. 

DEAB Sm: Referring to the proposed Aldrich blll in regard to 2 per 
cent tax on incomes of over $5,000 to be paid by corporations alone, 
we think It is unfair, and we can not see why professional meu, farm
ers, capitalists, firms, and others that have incomes over $5,000 should 
be exempt. At any rate, we belleve the merchants througllout the 
country are taxed sufficiently without any additional burdens. We 
trust you can see it in this light and that you will vote against tlils 
proposed measure. 

Respectfully, THE MEYER, WISE & KAICHEN COMPANY, 
By Sro. WISE, Vice-Pre8ident. 

Hon. CHAllLES DicK, 
Washington, D. 0. 

DELAWAllE, OHIO, June $8, 1909. 

DEAR Srn: Will you do me the favor of forwarding to me a copy 
of the bill now before tbe Senate providing for the taxation of the net 
earnings of corporations? 
• For some clients of mine here I am particularly interested to know 
whether, by this proposed law, the reports of corporations as to their 
earnings will be public property. Any information which you can give 
as to this point will be appreciated very much. 

Thanking you in advance for the favor, I am,. 
Very respectfully,. F. A. MCALLISTER. 

DELAWARE, OHIO, June 29, 1fl09. 
Hon. CHARLES DICK, 

United States Senate, Washing.ton, D. 0.: 
On behalf of members of building and loan associations of Delaware 

County, Ohio, we respectfully urge that you use your best efforts to 
exempt these savings institutions of the wage-earners from proposed 
corporation tax, as was the case in the old income-tax Ia w and the 
Spanish-American war stamp act. 

•.rrrE FIDELITY BuiLDING AssoCIATION AND LOAN CoMPANY, 
D. H. BATTENFIELD, President. 
PEOPLE'S BUILDING AND LOAN COMPANY, 
C. RIDDr.E, President. 

YOUNGSTO~, OHIO, June 29, 1909. 
Hon. CHARLES DICK, 

United States Senate,. Washingto.n, D. 0.: 
Proposed . tax on corporations will be disastrous to building associa

tions. Ten thousand working people in this city would suffer. Exempt 
the associations. · 

TIIE HO~!E SAYINGS AND LOAN Co~rPA!\-;c. 

TOLEDO, OHIO, June 29, 1fl09. 
Hon. CHARLES Drcs, 

United States Senate, Washington, D. 0.: 
This as~ociatlon, the pioneer In northwestern Ohio, has been the 

means of the building of several thousand ·American homes. Our 
fifteen hundred members protest against the contemplated 2 per cent 
corporation tax, unless as proposed by President Taft, that associa
tions of this character be exempt therefrom. 

Hon. CHARLES DicK, 

THE TOLEDO SAVINGS AssOCIATION, 
A. L. SPRING, Secretary. 

TOLEDO, OHIO, June .£9, 1909. 

United States Senate, Washington, D. 0.: 
The 18,000 building association members with average holdings of 

Jess than $300 each, represented by the Toledo Building Association 
League, urgently protest against the strikingly unfair discrimination 
the ·2 per cent corporation tax will inflict upon us. If we nre not ex
empted as proposed by President Taft, it will ruin our present Invest
ment and will drive beyond the reach of the makers of American homes 
the 600,000,000 of special home-building funds now held and used by 
building associations In the United States for that purpose. 

' A. L. SPRING, Secretary. 

Ron. CHARLES DICK, 
YOUNGSTOWN, OHIO, June SO, 1909. 

United States Senate, Washington, D. 0.: 
Proposed corporation tax will work a hardship to building associa

tions. In former nets of this nature they have been exempted, and they 
should be exempt now. Working people everywhere will benefit by 
their exemption. 

J. R .. WOOLLY, 
Vice-President Home Savings ana Loan Oompanv. 

BniDGEPOllT, OIIIO, Juw ES, 1909. 
Senator DICB:, 

ll"ashitzgton, D. C.: 
Please oppose tax on building and Joan associations. 

W. W. SCOTT. 

NOBWALK, Orno, June £8, 1909. 
Han. CHARLES DICK, 

lVashingtou, D. 0 .. : 
Can not stand 2 per cent tax. Get building and loan ~qmpanles 

exempt. 
The IIoJlle Savings and Loan Company, C. H. Gallup, 

president; The Ohio Mutual SavingS and Loan Com
pany, Henry c. Ellison, president; 'l'he Union Savings 
and Loan Company, H. Q. Sargent, president; The 
Mutual Building and Investmen,t Company, J. B. 
Wllberding, secretary ; Tbe Ohio savings and Loan 
Company, Henry Grorobacher, secretary; 'l'!)e, Provl· 
dent Building and Loan Company, W. R Dunbar, 
secretary. 

. CLEVELAND. 0HtO, JUliO fS. ~. 
Hon. CHARLES. DICK, 

United States Senate, Washington, D. a.: 
We solicit your earnest endeavor to exempt building and loan asso

ciations from the corporation tax, as in this case the burden would fall 
upon thrifty worki-ng men and women trying to pay olf mortgages on 
their houses. 

Cleveland Savings and Loan Company, William B:. Creer, 
secretary; The Cuyahoga Savings and Loan Company, 
Davis Hawley, president; The Equity Savings and 
Loan Company, H. W. S. Wood, president: Tile E'eon
omy Building and Loan Com[»>ny, 0. J. Hod'g!'. presi
dent ; The Cleveland West Side Building and Loan 
Company, Jacob Haller, secretary. 

YOUl\GSTOwN, OHIO, June fll. 1909. 
Hon. CHARLES DicK, 

United States Senate, Washington, D. a.: 
Building and Joan associations should be exempt from proposed cor

poration tax. Slmllar acts In the past have always exempted th6'm. 
Such exemption would benefit 400,000 wage-earners in Ohio alone. 

JAMES ~[. li'ICKAY, 
Vice-President Ohio Building Association League. 

Senator CJIABLES DICK, 
washington, D. 0.: 

HA~IILTON, OIIIO, June 21, 1909. 

· JIIeans ruination to building associations, unless exempted from cor
poration tn.x. 

THE HoME LOAN AND BUILDING ASSOCIATION, 
0. V. PARRIS·H, Vice-President. 

Hon. CHARLES DICK, 
Washi11gto1~, D. 0.: 

DAYTON, OHIO, June !7, 1909. 

We urge to use your efforts to exempt mutual building and loan asso-
ciations from income tax. Seven thousand .wage-earners and small 
savers in this association alone would thus be taxed. 

AMERICAN LOAN AND SAYINGS ASSOCIATION. 

BELLAIRE, OHIO; June fil, 1909. 
Hon · CHARLES DrCK, 

'senate Ohamber, Washington, D. 0. 
Over 5,000 working people ask you to oppose bill to tax incomes of 

building associations. 
THE BuCKEYE SAYINGS AXD LOAN Co., 

By W. G. 1\IcCLAIN, Sccreta.ry. 

COLD~rncs, OHIO, Juno 27, 1M9. 
Hon. CHARLES DICK, 

United States Senate, Washington, D. C.: 
Building and loan associations should be exempt in proposed cor

poration tax. 
L. L. R\NKIN. 

DAYTON, OIIIO, June 27, 1909. 
Hon. CHARLES DICK,. 

Washington,. D. C.: 
On behalf of 50,000 wage-earners who have their savings in the Day

ton building associations you are urged to consider the justice of having 
bui!<'\ing associations exempted from the operation of t11e prop<Jse'l tax 
on L'Orporations. . 

1\iO!'<"TGOMERY CoUNTY BuiLDING AssociATION LlMGCE,. 
S. RU:FUS JONES, Pt·esic/.ent. 

Senator CHARLES DICK, 
Washington, D. 0.: 

1\IAnrETTA, Onro, June ~i, 1909. 

Exemption building associations from corporation tax earnestly re· 
quested. 

FRED W. TORNER,. 
Sem·ctary Pioneer GUy Building and Loa.n Compa.nv. 

Hon. CIIARLES DICK, 
Washington, D. 0.: 

NEWARK, OHIO, Jrr·ne 'In',. 1909. 

Building associations should be exempt from cot porariou ta::s:. Your 
Influence should be in. thi:s direction and will be appreciated. 

EJ. M. B.\L'GHER. 
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Senator CHARLES DICK, 
l!'ashinyton, D. 0.: 

ZA~ESYILLE, Onto, J11ne E7, 1909. 

Please usc your influence to secure exemption of building and loan 
associations from corporation tax. 

THE EQGITABLE SAn~as Co~rrA~Y, 
By H. B. BUKER, Secretary. 

AKRON, OHIO, June ~8, 1909. 
IIon. CnAnLES DICK, 

Washington, D. 0.: 
Kindly usc efforts to have building and loan associations exempted 

from corporation tax. 
THE HOllE SAYI~GS COllPANY. 

Hon. CHARLES DICK, 
DAYTON, OHIO, Jmw £8, 1909. 

United States Senate, Washington, D. 0.: 
We respectfully protest against the unjust discrimination and in· 

equitable corporation tax proposed. 
THE CO~!PUTING SCALE CO~IP.~NY. 

!Ion. CHARLES DrcK, 
ll'ashington, D. 0.: 

AKRON, OHIO, June 21, 1909. 

Exempt loan associations from incorporation tax; Important to all 
classes. 

F. M. COOKE, 
Seeretm·y Akt·on Savings and Loan Company. 

Senator CHARLES DICK, 
Washington, D. 0.: 

MANSFIELD, OHIO, J·une 28, 1909. 

A tax on building and loan associations, the savings of the masses, 
In time of peace would menace Its existence. 

Hon. CHARLES DICK, 

THE CITIZENS SAVING AND LOAN COllPANY, 
FRED '!.'. BmsTOR, Secretat·y, 

BARXESVILLE, Onro, June 28, 1909. 

United States Senate, Washington, D. 0.: 
Officers, directors, and more than 1,000 members protest, and ask your 

influence for exemption of building associations from 2 per cent tax. 
PEOPLE'S BUILDING AND LOAN COMPANY. 
HOllE BUILDING AND LOAN COMPANY. 

Hon. CHARLES DICK, 
Washington, D. 0.: 

ASHTABULA, .OHIO, June 28, 1909. 

In the bill now pending in the Senate to tax corporations, we urge 
you, in the name of fourteen hundred stockholders of this company, 
to use your influence to have building associations exempted from the 
tax. 

Hon. CRABLES DICK, 

THE PEOPLE's BuiLDING J,oAN Co~rPANY, 
GEO. B. PAIN)!J, P1·esident. 
A. H. TYLER, Sec>·etary. 

1\!ASSILLON, OHIO, June 28, 1909. 

United States Senate, Washington, D. 0.: 
Our association, representing about two million assets and 4 000 

members, pray for exemption of such Institutions from operations of 
corporation-tax bill. 

THE FIRST SAYIXGS AND LOAN Co. 

CINCINNATI, OHIO, June 2G, 1909. 
Hon. CHARLES DrCK, 

United States Senate, Washington, D. 0.: 
Three hundred and twenty-five thousand building and loan associ

ation members in Ohio respectfully urge you to secure proper exemption 
from proposed tax on corporations. Congress has ahyays gmnted 
building and loan associations exemptions from the operation of pre· 
vious taxes on income. The proposed tax, if it includes building and 
loan associations, will be unjust and a tax on the thrift of the wage
earner. 

AMERICA:< BUILDING ASSOCIATIO:< NEWS, 
H. S. UOSENT:ITAL, Editor. 

CIXCIXNATI, _0IIIO, J1lllC 2G, 1909. 
Senator CIT.IRLES DICK, 

United States Senate, Washington, D. 0.: , 
The Hamilton County League of Building and Loan Associations di· 

rects me to again call your attention to the necessity of exempting 
the incomes of building and loan associations from the operations of 
the proposed corporation tax. 

FRED BADER, President. 

!Ion. CHARLES DICK, 
CA~TON, OHIO, June 28, 1909. 

Unitccl States Senate, 1Vasllington, D. 0.: 
Stnrk County building associations, with 7,500 members, urge neces

sity of exempting their incomes from operation of proposed corpo
ration tnx. 

J. KIIITIXG, Jr. 

1\IIDDLETowx, OniO, June 28, 1909. 
United States Senator DICK, 

Washington, D. 0.: 
Use your Influence to exempt building associations from corporation 

tax. 
THE l\IIDDLETOW!-1 BUILDING AND LOAN ASSOCIATIO:<. 

lion. CHARLES DICK, 
Cou;~rnus, OHIO, June ~s. 1909. 

United States Senate, ll'asldnoton, D. 0.: 
Representing the building and loan associations of Ohio, with half 

million members and depositors, we respectfully urge that you exempt 
from the corporation-tax bill the building and loan associations. 

CHAS. H. BRowN, 
Secreta•·y Ohio Building Associatio1~ League. 

Hon. CHARLES DrcK, 
lVashington, D. 0.: 

CoLu~nus, OuiO, June 28, 1909. 

The Columbus League of Building and Loan Associations respectfully 
urges that building and loans associations be exempted from the pro-
posed corporation-tax bill. · 

JOHN F. FERGUS, Pt·csidCI~t. 
EDWIN F. WOOD, Seet·etary. . 

The VICE-PRESIDENT. The question is on the amendment 
of the Senator from Rhode Island [1\Ir. ALDRICH] to the substi
tute proposed by the Senator from Massachusetts [Mr. LoDGE], 
The Secretary will call the roll. 

The Secretary proceeded to call the roll. 
l\Ir. CHAMBERLAIN (when his name was called). I am 

paired with the junior Senator from Pennsylvania [Mr. OLIVER] ; 
but I transfer that pair to the junior Senator from Maryland 
[Mr. SMITH], and vote. I Tote "nay." 

1\fr. BACON (when Mr. CLAY's name was called) .. My col
league [1\Ir. CLAY] is necessarily absent from the city. He is 
paired, as I understand, with the Senator from Massachusetts 
[Mr. LoDGE]. If my colleague were present, he would yote 
"nay." 

Mr. DILLINGHAM. (when his name was called). I haYe a 
general pair with the senior Senator from South Carolina [1\fr. 
'.riLLMAN] who is absent. I transfer that pair to the senior 
Senator f~om l\faine [llfr. HALE], and vote. I vote "yea."· 

1\Ir. GUGGENHEIM (when his name was called). I haye a 
general pair with the senior Senator from Kentucky [1\fr. PAYN
TER], who is detained from the Senate by illness. I transfer 
that pair to the senior Senator from Indiana [Mr. BEVERIDGE] 
and yote. I vote "yea." 

Mr. HUGHES (when his name was called). I am paired 
with the senior Senator from Oregon [llfr. BouRNE]. If he were 
present, I should vote "nay." 

Mr. JONES (when his name was called). I have a pair with 
the junior Senator from South Carolina [Mr. SMITH]. I trans
fer that pair to the junior Senator from Wisconsin [Mr. STE
PHENSON] and vote. I vote "yea." 

1\fr. LODGE (when his name was called). I have a general 
pair with the Senator from Georgia [Mr. CLAY]. I transfer 
that pair to my colleague [Mr. CRANE], who would vote "yea" 
if present, and the Senator from Georgia would yote "nay." I 
vote "yea." 

Mr. McLAURIN (when his name was called). I have a pair 
with the junior Senator from Michigan [l\Ir. SMITH]. I trans
fer that pair to the senior Senator from North Carolina [llfr. 
SIMMONS], and vote. I vote "nay." 

l\fr. OVERMAN (when l\Ir. SIMMoNs's name was called). I 
desire to announce that my colleague [Mr. SIMMONS] is un· 
ayoidably absent. He is paired "·ith the junior Senator from 
Michigan [1\lr. SMITH]. If my colleague \Yere.present, he would 
vote "nay." 

Mr. RAYNER (when the name of l\Ir. S:mTH of Maryland 
was called). llfy colleague [Mr. SMITH] is absent 011 account of 
serious sickness in his family. He is paired with the junior 
Senator from PennsylYania [Mr. 0LI1"ER]. 

The roll call was concluded. 
l\Ir. DAVIS. l\Iy colleague [Mr. CLARKE] has been de· 

tained from the Chamber for seyeral days on account of the 
yery critical illness of his son. He is Jlaired with the junior 
Senator from Delaware [l\Ir. RICHARDSON]. If my colleague 
were present, he would vote "nay." 

l\Ir. BAILEY. I desire to announce that the Senator from 
South Carolina [l\fr. TILLMAN] is lmavoidably absent, but that 
if he were present he "·ould Yote "nay." 

The result was announced-yeas 45, nays 31, as follows: 

Aldrich 
Bradley 
Brandegec 
Briggs 
Brown 
Burkett 
Burnham 
Burrows 
Burton 
Carter 
Clark. Wyo. 
Crawford 

Cullom 
Curtis 
Depew 
Dick 
Dlllingham 
Dixon 
dn l'ont 
Elkins 
Flint 
I1'rvc 
Gallinger 
Gamble 

YEAS-45. 
Guggenheim 
Hevl>urn 
.Tol1nson, N.Dak. 
,Tones 
I\ean 
I.orll(e 
Lorimer 
JllcCnmber· 
Nelson 
Ni:>..on 
Pag-e 
Penrose 

Perkins 
Piles 
Hoot 
Scott 
Smoot 
Sutherland 
\Yarner 
'Yarrcn 
Wetmore 



1909. CONGRESSIONAL RECORD-SENATE. 4063 
NOT YOTIXG-17. 

Beverhlgc Hale 
llournc Hughes 

Richardson 
Simmons 
Smith, Md, 
Smith, Mich. 

Stephenson 
Tillman 

Clarke, Ark. Nixon 
Clay Oliver 
Crane l'ayn ter 

So Mr. BACON's amendment 
the table. 

Smith, S.C. 

to the amendment was laid on 

Mr. BURKETT. Mr. President, some days ago I offered an 
amendment intended to be proposed by me. I do not care to ask 
to haYe it considered this evening; but I shall ask that it be 
1n·inted in the RECORD, and that it be referred to the Committee 
on Finance in charge of this bill. I will say that when I offered 
the amendment I simply asked to have it lie on the table until 
the p:roper time arrived for its consideration. I shall not ask 
for a vote upon it to-night. 

The VICE-PRESIDENT. In the absence of objection, the 
amendment will be 11rinted in the RECORD. 

The amendment referred to is as follows : 
At the end or line 14, page 2, strike out the period and Insert a 

colon and tile words : -
"P,-o·dded, howeve,-, That nothing in this section contained shall apply 

to fraternal beneficiary societies, orders, or associations operating under 
the lodge system, including labor organizations, and providing for the 
payment of life, sick, accident, and other benefits to the members of 
such societies, orders, or associations, and dependents of such members." 

Mr. CLAPP. Mr. President, I have a substitute which I de
sire to offer. I shall be Yery brief. It is a reproduction of the 
amendment introduced by the Senator from Rhode Island [Mr. 
AI.DRICH], with the exception that it ·strikes out all the 
provisions of the amendment which exempt a corporation 
from paying the tax where the income is deriYed from 
diYidends upon the stock of other companies subject to tax
ation. 

Mr. ALDRICH. I would suggest to the Senator from Min
nesota that the amendment is not now in order. 

Mr. CLAPP, It strikes me the Senator from Massachusetts 
[Mr. LoDGE] having withdrawn his amendment, that leaves the 
amendment of the Senator from Rhode Island, as he announced 
a committee amendment, and it can be perfected by this amend: 
ment. 

The VICE-PRESIDENT. It can be perfected by adding 
thereto, but not by striking out. The Senate has just voted the 
amendment in. An amendment to add to it is in order but not 
an amendment to strike out any part of it. ' -

Mr. CLAPP. I am not particular about it; As suggested it 
will be in order in the Senate. It is getting late anyway ~nd 
.I will not press it now. ' 

The VICE-PRESIDENT. The Senator from Minnesota then 
withdraws his -amendment. . ' ' 

1\fr. DICK. Mr. President, I send to the Secretary's desk 
au amendment, which I ask to have printed in the RECORD for 
future consideration. It is for the purpose of exempting build
ing and loan associations from the operation of this act. 

Mr. ALDRICH. I suggest to the Senator from Ohio that he 
have the amendment referred to the Committee on Finance. 
_ Mr. DICK. Then, I ask, as suggested by the Senator froin 
Rhode Island, that the amendment be referred to the Com
inittee on Finance. 

The VICE-PRESIDENT. Without objection the request will 
be complied with. ' · 

The amendment referred to is as follows : 
In the new section, on page 2, line 14, after the word "imposed" 

insert _til~ words: "Pmvid<:d,_ howeve1·, That for the purposes of this 
act bmldmg and loan assoc1atJOns shall not be deemed corporations for 
profit." 

Mr. BULKELEY. I desire to offer an amendment to the 
pending amendment at the end of line 9, and I ask that it be 
printed in the RECORD. 

The VICE-PRESIDENT. In line 9, at what point? 
1 Mr. FLIJ'\T. On what page? 

Mr. BULKELEY. On the first page. 
The VICE-PRESIDENT. The amendment may be printed, 

in the absence of objection, but the amendment can not be re
ceiYed at this time. Docs the Senator simply offer it to be 
printed for information? 

)Ir. BULKELEY. No, sir; I ask to haye it printed in the 
RECORD; and I shall call it up at the first opportunity. 

'l'he VICE-PRESIDENT. There is no objection, the Chair 
presumes, on the part of the Senate to haYe the amendment 
printed in the RECORD, but it can not be receiyed as au amend
ment offered, as it is not now in order. 

1\fr. BULKELEY. I ask that the amendment may be printed 
in the RECORD, 

The VICE-PRESIDEN'l'. Without objection, the amendment 
will be printed in the RECORD, 

The nmendmcnt referred to is as follows: 
After line fl, on page 1, insert: · 
" Except mutual insurance companies or corporations and companies 

or corporations transacting business upon the mutual plan for the 
benefit of its mutual policy holders." 

The VICE-PRESIDEN'l'. The question is on agreeing to the 
amendment as amended. 

Mr. BACON. Mr. President, I want to say a few words in 
regard to that matter. Some twelve years ago, when the Ding
ley bill was before the Senate, I voted for an amendment very 
similar to this, but more carefully guarded. As I favor the 
principle involved, I shall not vote against this amendment, but 
I want it put in more proper shape before I vote for it. I am 
in favor of taxing corporations, but I am also in favor of tax
ing other accumulated wealth as well as corporations, such as 
bonds, and so forth. I should now vote for this amendment, 
if it were properly' guarded according to my view of it. If the 
amendments offered by me, which cared for religious, benevolent, · 
charitable, and educational institutions were adopted; if the 
amendment were properly guarded as to fraternal orders, which 
have organizations in which there is profit made, but in which 
there is no individual profit, where the profit is made solely and 
entirely for the mutual benefit and assistance of the members of 
those orders; if mutual insurance companies, which have no 
stock and which are intended simply for the mutual benefit of 
those who are insured and who are interested in the corpora
tion, were properly cared for; if there were proper exemptions 
of the thousands of mercantile houses which haYe been organ
ized as corporations; if the provision which would sanction the 
holding of stock by one corporation of other corporations were 
not in it; and if we had had the opportunity, which I think we 
were entitled to, to vote, first, upon the question of the income 
tax, and that had been defeated, I should now vote for this 
amendment. As it is, whi_le I shall in the end vote for it, if it is 
put in proper shape, it is now not in proper shape, and therefore 
while not voting against it, I shall at this time refrain from 
voting upon it. 

Now, Jl.fr. President, it is said that we are to have opportunity 
to vote on the income tax when in the Senate. It is manifestly 
improper to call upon us to vote for this amendment and giye 
our sanction to it before we have the opportunity to vote for the 
income-tax amendment in the Senate. Therefore, Mr. President, 
when the bill comes finally before the Senate and I have the op
portunity to see how far the Senator from Rhode Island carries 
out the promise which he has made as to guarding the provisions 
affecting benevolent, charitable, religious, and fraternal orders, 
and mutual associations, and incorporated mercantile establish
ments, if it is put in shape in these regards, I will vote for it. 

I particularly protest, however, that it is not proper par
liamentary procedure to endeavor to force us to first vote on 
this amendment under a device which was given out to the 
public as intended for the purpose of preventing a yote on the 
income tax, which was given out as a great parliamentary 
achievement on the part of the Senator from Massachusetts 
and the Senator from Rhode Island, that they had so shaped 
matters that we would be compelled to vote upon the cor
poration-tax amendment before we were allowed to vote on the 
question of the income tax. ·This amendment is avowed by 
the Senator from Rhode Islan(l to be intended to defeat the in
come tax. If so, we should have opportm;tity to vote first on 
the income-tax amendment. Therefore, Mr. President, I shall 
ask to be excused from voting at this time, and I shall wait 
until I have the opportunity to vote on the income-tax proposi
tion before I Yote on the corporation-tax proposition, which I 
trust will by that time be cured of its present objectionable 
features relative to religious, educational, charitable, and fra
ternal associations and the other features embraced in my 
amendment. 

Mr. HEYBURN. Mr. President, before I cast my yote, I de
sire to say that I do it in \indication of what I believe to be 
the principles of the Republican party which we represent. I 
have confidence that the schedules which we have passed upon 
will provide the reYenue necessary for the purposes of the GoY
ernment; and I do not propose to vote for any "fancy legisla
tion," if I may so term it-and I do not do it in uisrespect of 
any other Senator's wishes-until I am satisfied tllnt the 11ro
tective tariff policy, represented by the schedules which we lJaye 
passed upon, is insufficient to proYide adequate revenue. I shall 
therefore be compelled to vote ngainst nny measure looking to 
the providing of reyenne in addition to that until I am sho\Yn 
that it is necessary. 

Mr. DAVIS. Mr. President--
The VICE-PRESIDENT. Does the Senntor from Idaho yielU 

to the Senator from Ark-ansas? 
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IIIr. HEYBURN. I yield the floor. 
Mr. DAVIS. 'l'he Senator from Idaho suggests that he casts 

llis Yote in obedience to the principles of the Hepublican party, 
belieYing that the schedules adopted will raise sufficient revenue. 
I desire to say to him that if they fail, then we can adopt the 
other Hepublican policy of issuing bonds. 

1\Ir. BULKELEY. 1\Ir. President, I desire at this time to ask 
unanimous consent to have inserted in the RECORD the document 
which I hold in my hand, which covers the rates of taxation 
imposed by the ~eYeral States and Territories of the United 
States upon life insurance companies under the laws in effect on 
June 1, 1909. I will not detain the Senate by reading it, but 
I ask that it be inserted in the RECORD. 

The VICE-PRESIDENT. Is there objection to the request of 
the Senator from Connecticut? The Chair hears none. 

The matter referred to is as follows: 
· Rates of ta:xation imposed by the several States and Territm·ies of the 

United States upon· fo•·eian life insurance companies unde1· latos in 
effect on June 1, 1909, compm·ecl 10itlt the 1·ates imposed in 1871. 

1871 ·" 1909. 

Alaska _______________ ------------------------ No tax. 
Alabama •.• ---------· 2 per cent and locaL .. 2 per cent on gross premiums and 

local premium tax in two cities. 
Arizona •..• ---------- Nothing ______________ 2 per cent on gross premiums. 
Arkansas ____________ LocaL. _______________ 2~ per cent on premiums, Jess 

policy claims, including death 
losses, endowments, and com

California ......••• __ 
Colorado ___ --~------
Connecticut ....•.... 
Delaware.------ .. __ _ 
District of Columbia 

1 per cent. _______ _. ___ _ 
1 per cent and locaL .. 
2 per cent. ..........•.. 
2~ per cent_ __________ _ 
1 per cent .... -----·---

missions. 
1 per cent on gross premiums. 
2 per cent on gross premiums. 
Reciprocal tax only. 
2 per cent on gross premiums. 
nd~~~~~nt on premiums, Jess divl-

Florida ______________ Nothing ______________ 2 per cent on gross premiums. 
Georgia •.. ----------· 1 per cent and locaL •. 1 per cent on gross premiums and 

local tax in four cities. 
Hawaii. _____________ Nothing ______________ 2 per cent on premiums,less return 

premiums, I"einsurance, dea til 
losses, all other payments to 
policy holders, and actual oper
ating and business expenses. 

Idaho ________________ Nothing ______________ 2 per cent on premiums less pol-
icy claims. 

Illinois _______________ ReciprocaL___________ Reciprocal tax only. 
Indiana _____________ Nothing______________ 3 per cent on premiums less death 

Iowa _______________ .. ReciprocaL __________ _ 
Kansas----~--------- 2 per cent. ___________ _ 
Kentucky--~--------- 2~ per cent ___________ _ 

losses only. 
2!; per cent on gross premiums. 
2 per cent on gross premiums. 
2 per cent on gross premiums and 

local tax in two cities. 
Louisiana ............ 1 per cent. ____________ 1°rr per cent (about) graded 

license tax based on gross pre
miums, this tax being dupli

Maine________________ Nothing _____________ _ 
I\Iaryland .• ---------- . ____ do ________________ _ 
Massachusetts ........ ReciprocaL __________ _ 
Michigan ............. 3 per cent and locaL .. 
Minnesota___________ 2 per cent. ___________ _ 
Mississippi.. _________ Nothing _____________ _ 

cated in city of New Orleans. 
1~ per cent on gross premiums. 

Do. 
~ per cent on reserves. 
2 per cent on gross premiums. 

J>o. 
2 per cent on first year gross pre

miums and n, per cent on re-
newals since 1902. 

Missouri..___________ Reciprocal. ___________ 2 per cent on gross prEmiums. 
Montana .. -------·--· Nothing ______________ 2{. per cent gross on first $5,000 of 

premiums; 2 per cent on bal

N ebrnska__________ _ I ,ocnL _______________ _ 
Nevada ______________ 1 per cent. ___________ _ 
New Hampshire __________ do ................ . 

New Jersey .......... ReciprocaL __________ _ 
New Mexico_________ Nothing _____________ _ 
New York ___________ ..... eLL.---------······ 
North Carolina ...... l po1· c•eCJt nrrd locaL .• 
North Dakota ....... Xotlling _____________ _ 
Ohio _________________ ~ per cent. ___________ _ 
Oldahoma ___________ . Nothing _____________ _ 

ance: and local county taxes. 
2 per cent on gross premiums. 
Nota~ on premiums or rcscrres. 
2 per cent, less death losses, but 

n9t less than 1~ per cent. 
Reciprocal tax only. 
~ per c~nt on gross premiums. 
1 per cent on gross premiums. 
~?! per cent on gross premiums. 

Do. 
Do. 

2 per cent on gross premiums, 
less cancellations. 

Oregon ..• ___________ ..... do ________________ . 2 l'Cr cent on premiums, Jess 

Pennsyl>ania ........ 3 per ccnt .... ---------
Rhode Island ________ ~per <~ent_ ___________ _ 
South Carolina_____ X otlling _____________ _ 

policy cluims and dividends to 
policy holders. 

2 per cent on gross premiums. 
Do. 

2 per cent, Jess di>idends nnd mu
nicipal taxes. 

South Dakota _______ Nothing ______________ 2} per cent on gross premiums. 
Tcnri.essec ____________ I~ per cent and locnL. ~j }JCr cent on premiums, less divi· 

fiends to pny premiums. 
Texas---------------· Nothing ______________ 1 per cent on gross premiums 

U talL~- ________ •. __ T .... do •.. ---------- ••.. 

to companies complying '\"ith 
Robertson la,v; 3 per eent on 
gross premiums to companies 
not complying with the Rob· 
ertson la,..,·. 

n P!"!" rent on premiums, less state 
taxe3 on property and divi
dends. 

• '.r~ data with regard to the year lSil is taken from the pro
ceedings of the first annual meeting of the National Convention of In
surance Commissioners. 

Rates of ta.ration imposed by the -<crcral States aurl Territoric~ of thr 
Unitccl State-• upon (OI"Ci{]n life iusuraucc com]Jallies, clc.-Cont'd. 

----------~~--~~--~------~~~----~~--

-------- 18il.
4 

1 1!JC~. 
Vermont .•••..• ____ --1 ReciprocaL __ ...••. __ 2 per cent on premiums, Jess di\"1-

dends, reinsurance, and return 
uremiunl3.· Virginia ... ___________ 2 per cent ____________ _ 1 per cent on gross premiums, plus 
n, per cent toward expenses 
of insurance department and lo-

Washington _____ _-___ Nothing--------------
cal tax In on<J city. · . 

2 per cent on premiums, . Jess 
amount paid policy holders as 
returned premiums (not Includ
Ing annuitlco, annual dividends, 
endowments, or losses paid). 

W~st Vi~glnia. _______ 3 per cent ____________ _ 2 per cent on gross premiums. 
Reciprocal tax only. · . Wisconsw ____________ Nothing _____________ _ 

Wyoming ____________ LocaL---------------- ~per cent on gross premiums. 

• The data with regard to the year 1871 Is taken from the pro
ceedings of the first annual meeting of the National Convention of In-
surance Commissioners. · 

RoBERT .LYNN Cox, 
Gene.-al Counsel and M a1iager 

Associa-tion of Life Insurance Presidents. 
Mr. BULKELEY. Further, I want to h:ive inserted in the 

RECORD a statement, which I haye had prepared in my own 
office for my own benefit and for the information of Senators, 
as to the effect of the corporation-tax amendment on mutua 
life insurance companies and how the proYisions of the amend 
ment are to be construed, if it is enacted into law, as to the 
deductions that may be made by life insurance companies from 
their gross income before the tax is levied. Under the pro 
visions of this amendment, the only items especially specified 
are the necessary expenses of conducting the business, losses 
actually sustained during the year where they are not coverecl 
by insurance, and the additions which have accrued to the 
reserve fund during the year. These are but a small part of 
the items of income of a life insurance company, and a large 
share of that income during any given year is provided for 
mortuary purposes and for the payment of maturing endow 
ments and various items of that character. 

The income, according to this statement, covers about $18,000,-
000-a large amount of money for a little Connecticut institu
tion. More than half of this sum was disbursed in the way I 
have indicated, for death claims, for surrender value of policies, 
and for matured endowments. The items which, as expressed 
in the amendment, can be deducted from the income of the 
year, cover comparatively a small amount. While the state
ment covers a company of which I have the honor to be the 
president, it reflects ·conditions which will be found to prevail 
in every life insurance company in the United States. I ask 
to have the inatter to which I have referred printed in the 
RECORD. 

The VICE-PRESIDENT. Is there objection to the request 
of the Senator from Connecticut? The Chair hears none. 
. The matter referred to is as follows: 

.1Etna Life Insurance Company, Ilartfo,·d, Conn. · 
Income, year ending December 31, 190S: 

Life ... ___ ... _____ .. _____ .. ·---- .. ----- ........ __ ......• -----. ____ $13 ,;i!l-3, 219.44 
Accident, health, and life .......• , ••......•.... _________________ 4,953,123.05 

Less deductions as under: 
1. Expenses of managCluent-

Life ... ____ .. _____ .. ____ ...... --- $1, G-54, 424.25 
Accident, health, and life_____ 2,110,824.30 

2. Death losses and annuities, life. 3,417,5.18.96 
1\lat.ured endo"'ments, life______ 2,349, 730.QO 
Surrender values paid in cash, 

life .•.....•..••.... -------· •. --- 1, 420,251.81 

7,187,542.77 
Accident, 1:-ealth, and life______ 2,277 ,4().).07 

Increase in reserve-
Life ... ···-------- _____ ·------ 2,691,938.00 
Accident, health, and !if~-- 2'2:>,111.09 

3. Interest paid on account diYi-
dcnds surrendered ....... ___ ... --- .......... . 

4. 'I'a.xes and fees: 
J...lfe __ ------------ ______ : ___ ----- ·3GG,29G.G3 
Accident, henltb, and life..... 80,272.38 

5. Dividends on storks: 
Life.--------------_------------- 3,'30,330. 00 
Accident, health, <'lld !if~------ 23,076.00 

G. Amount exempt. ...........•................... 

$3,774,248.61 

9,4G-J,948.44 

2,917,049.09 

3,176.50 

44G,GQS.Ol 

2:JD,4G5. 00 
5,000.00 

18,GS:2,342.49 

Amount of delluctions .. ·~---················------------------ 16,870,457.07 

Amount taxable ............................................... _____ J, 711,884.92 
Amount of tax at 2 per cenL------····----···----········--·····-- 31,237.70 
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EXPLAXATOR"l: SimET. 

J"ifc premiums ... -------------------------------- ____ $10,63~,732 .31 
Less surrender values----------------- $42,877.87 Do ____ ---- ______ c ____________ ------- 1, 823.05 

Do ___________________ -------________ 3.:>4, 638.32 
Consideration for supplementary con-

tracts ------------------- _____ -------- 34 ,375.00 
433,114.24 

-~--- $10,199,018.07 
Dividends left with company to accumulate---------------------- 04,315.68 
Interest: 

Mortgage loans-------------------- $1,942,700.98 
Oollnternl loans-------------------- f>3,118.17 
Bonds nnd stocks -----· ----------- 937,315.48 
Premium .notes-----------.--------- 442,978.19 
Deposits---------------------------- 68, 0"20. 41 
Claims paid in advance____________ 3,916.18 

Less unearned Interest------------------------
$3,478,109.41 

191,729.97 
3,28G,379.H 

Rents ------------------------------ ______ ----- ___ _ _ _ __ _ __ _ _ _ __ _ _ __ _ _ _ .16, 506.25 

Life income _______________________ ------_______________________ 13,GOO, 219.44 

Aceldont, health, and life premiums______________ ~1,820,195.52 
Less surrender value ten-year return polieics_______ 2,9"26.80 

Interest, accident, health, and life: 
Mortgage loans----------------------------------
Bonds and stocks-------------------_------ _____ _ 
Deposits -----------------------------------------
Other sources ------------------------------------

97 ,l.J4.39 
08,276.00 
8,264.53 

159.41 

4,817,268.7!! 

168,83!.33 

Accident, health, nnd lifo income____________________________ 4,983,123.05 
= 

Reserve, life, Dectmber 31, HJOS _____________________ $77,472,139.00 
Special resen·e under R. 'l'. contracts______________ U7G,SJS.OO 
Present value supplementary contracts not Yet 

due ----- ____________ -- ______ - --------- _______ -- ---. _ 238,979.00 

Reserve, life, Decmeber 31, 1007 _____________________ 74,879,3!1J.OO 
Special reserve under R. rr. contracts____________ 834,633.00 
Present value supplementary contracts· not yet 

due ------------------------------------------------- 232,00'2.00 

78,087,966.00 

75,900,028,00 

Increase in life reserve---------------------------------------- 2,691,938.00 

Unearned premiums, accident, health, and life: 
One-year policies or less, December 31, 1908____ $1,815,5!2.11 
More than ono year______________________________ SJ,583.8'~ 

Special reserve for unpaid liability losses, Decem-
ber 31, 1908_________________________________________ 1,419,600.00 

Unearned premiums, December 31, 190'------------ 1,600,285.9() 
Special reserve for unpaid Jiab!Jity losses, Decem-

ber 31, 190'---------------------------------------- 1,400,331.85 

3,324,728.93 

3,ooo,G17.s! 
Increase ln accident, health, and life reserve______________ 22:;,111.09 

Mr. BULKELEY. '\Yhilc I am on my feet I desire to say 
that the companies v;hich I ha >e the honor to speak for in this 
mutter, as I said, I think, once before this afternoon, repre
sent 5,324,322 policy holders, of voting age, or supposecl to be, 
and co>er insurance to the amunt of $10,404,G07,72(). 

1\fr. ALDRICH. 1\Ir. President, I hope the Senator will 
kindly put this matter into the RECORD and allow us to vote on 
the proposition to-night. I shall be very glad if he wilL 

1\fr. BULKELEY. I ha>e no objection to putting it into the 
RECORD, provid.ed I can have an opportunity at some time, 
either ''hile this bill is in Committee of the \Yhole or when it 
comes into the Senate, to express 'vlmt I started to say now. 
I do not "·ish to delay a Yote, but I want an opportunity at some 
time to represent this great industry of the country. 

J\Ir. ALDRICH. The Senator certainly shall have that oppor-
tunity. . 

Mr. BULKELEY. I am satisfied, then, and will conclude !Jy 
saying that this $10,000,000,000 of insurance does not represent 
the wealth of tile country. On the contrary, the a wrage amount 
of the policies issuC'd to these G,OOO,OOO voters of the country 
is only $1,054. 

With that I "-ill conclude for to-night, >vith the assurance 
that at some futnre time I shall helve the opportunity to speak 
at greater length on the subject. 

l\Ir. BACOX 1\Ir. PrE>sident, I do not umlerstaml that the 
Senator is asking that the matter to \Yhich he refers be now 
put in the HF.CORD. · 

The YICE-PRESIDE:KT. The Cllair does not so nnt1erstam1. 
l\Ir. STONE. :\Ir. President, I do not know that I can enr 

bring myself to the point of voting for this .amendmC'nt; cer
tainly not in its present form. The stn tcment made oy the 
~enator from Georgia very well expressed the view I llolcl, and 
for the reasons he gave, without detaining the Senate with 
elaborating them, I shall ask lcrn·e to withhold my vote. 

1\fr. · OYEIUIAN. 1\Ir. President, inasmuch as we nrc now in 
Conunittce• of the '\Vhole ancl not in· the Senate, and this 
amendment was admittedly introduced for the purpose of de
feating the Bailey amendment, which I favor, I shall withhold 
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my ,-ote. I am in favor of taxing corporations, and also of 
taxing wealth. I want all to bear equal burdens. 

Hoping that in the Senate the Bailev amendment will be 
introduced as a substitute for this amendment, I withhold my 
yote. 

Mr. BRISTO'\V. l\Ir. President, as I understand, this is a 
proposition to adopt the corporation tax, which imposes a tax 
upon mutual life insurance companies and does not give them -
credit for the payments made on death losses. '!'hat is, if there 
is a mutual life insurance company in Kansas that receh·es a 
large amount of money each year as premiums, and the greater 
part of it is paid out in death losses, the tax is imposed upon 
the amount received, and the company is not credited with tlie 
amount that is paid out for such death losses. 

While L haYe not been able to give very careful attention to 
that provision, it seems to me it will drive out of business a 
large number of very worthy institutions in the State that I 
in part represent. A 2 per cent tax on tlie entire receipts, not 
giYing those companies credit for the death losses, will certainly 
put them out of business, and result in the favor of the great 
life and fire insurance companies that are able to stand the tax. 

I also understand that building and loan associations that are 
organized by citizens for mutual advantage in the various com
munities are taxed on their gross receipts, the same as if they 
were running a corporation for profit, though the officers of the 
associations simply receive salaries for transacting the associa
tions' business, and the expenses are only for rent and the inci
dental expenses in maintaining the offices. Such an association 
is not a corporation run for profit, except to the stockholders; 
and it is mutual only. Yet these building and loan associations, 
which sustain the same relation to the people of the .West that 
the mutual savings banks do to the people of the East, are to be 
taxed, while the savings banks are not to be. In voting upon 
this question, if we vote for it we are approving that kind of 
treatment of mutual life and fire insurance companies, as well 
as these home building associations. · 

Again, as I stated in the few remarks I made this afternoon, 
this measure imposes a tax upon the small corporations doing 
a retail or a jobbing business, which can not shift the tax, but 
in these cases must be borne by the stockholders themselves; 
while the great corporations, such as the Standard Oil, Steel 
Corporation, railroads, sugar trust, and so forth, that have a 
monopoly of the things that they produce or transport, are able 
to shift the tax and put the burden upon the consumer, or the 
people, whom these corporations sene; so that the small cor
poration will bear the burden of the tax, while the large cor
poration can shift it u11on the general public. 

These statements have been made and not denied. The pro
visions to which I have referred will ha,-e the effect stated, as 
has been alleged time and again dUring this debate. There
fore I can not vote for the measure, because I believe it is un
just, inequitable, discriminatory, and morally wrong; and, 
when the roll is called, I must cast my >ote against it. 

The VICE-PRESIDENT. The question is on agreeing to the 
amendment as amended. The Secretary will call the roll. 

The Secretary proceeded to call the roll. 
l\!r. CHAMBERLAIN (when his name was called). I desire 

to make the same announcement I have heretofore made with 
reference to pairs, and >ote "nay." 

l\fr. CLAPP (when his name was called). l\Ir. President, I 
have a general pair with the Senator from North Carolina [l\Ir. 
SIMMONS]. I have been released by him as to the previous vote. 
But this vote presents a somewhat different question; and not 
knowing how he would vote, I feel constrained in his absence 
to withhold my vote. If he were here, I should vote •· nay; " 
or if a transfer could be arranged, I shall vote " na~· -" 

l\Ir. DAVIS (when the name of l\Ir. CLARKE of Arkansas was 
called). I again desire to announce the absence of my col
league. 

l\Ir. DILLINGHAlli (\vllen his name was called). I hnve a 
general pair "·ith the senior Senator from South Carolina [Mr. 
TILLMAN]. I am advised that were he present he would vote 
upon this question "yea." rrllerefore I will Yote. I vote "yea." 

l\Ir. GUGGENHEil\! (when his name was called). I make 
the same announcement as on the previous vote, ancl vote 
"yea." · 

l\ir. HUGHES (when llis name was called). I wish to an
nounce my pnir with the senior Senator from Oregon [l\Ir. 
BouRNE]. I transfer that pair to the senior Senator from Ten
nessee [l\Ir. FRAZIER], and vote " nay." 

1\Ir. JONES (when his name was call0tl) _ I :mnounce my 
pair with the junior Senator from South Cnrolina l:\Ir. SMITH]. 
I transfer that pair to the junior Senator from "·isconsin [1\:Ir. 
STEPHENSON], and I YOte "yen." 
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JII1·. LODGg (when his nnme 1Yns cnlleu). I haYe a genernl 
pair witll the Senator from Georgia [Mr. CLAY), wllich I trans
fer to my colleague [l\Ir. CRANE], anu I vote "yea." I think 
it proper to state that the Senator from Georgia informed me 
before he went nway thnt on this Yote he would vote "yea." 

1\Ir. BACOX. I was about to make the same announcement. 
1\Ir. LODGE. And my colleague [Mr. CRANE] would also 

vote "yea," if he were present. 
Mr. l\IcLAUfliN (~rllen his name was called). I transfer my 

pair with the jur;ior Senator from Michigan [l\Ir. SMITH) to the 
senior Senator from North Carolina [1\fr. SIMMONs), and vote 
uyea." 

Tile roll cull was concluded. 
l\Ir. CLAPP. A transfer having been arranged with my pair 

I desire to Yote. I vote " nay." ' 
1\fr. RAYNER. I desire to announce that my colleague [l\Ir. 

S:!>HTH of Maryland) is detained at home by sickness in his 
family. He is paired with the junior Senator from Pennsyl
vania [l\Ir. OLIVER]. 

The result was announced-yeas 59, nays 11, as follows : 
YE.AS-59. 

Aldrich Cullom Gamble 
Bailey Curtis Guggenheim 
Bankhead Daniel· Johnson, N.Dak. 
Bradley Davis Johnston, Ala. 
Brandegee Depew Jones 
Briggs Dick Kean 
Brown Dillingham Lodge 
Burkett Dixon Lorimer 
Burnham duPont McCumber 
Burrows Elkins ll!cEnery 
Burton Fletcher McLaurin 
Carter Flint Martin 
Clark. Wyo. Foster Money 
Crawford Fr:ve Kelson 
Culberson Ga"llinger New lands 

NAYS-11. 

Borah Chamberlain Dolliver 
Bristow Clapp Heyburn 
Bulkeley Cummins Hughes 

NOT VOTING-22, 

Bacon Frazier Owen 
Beveridge Gore Paynter 
Bourne Hale Richardson 
Clarke, Ark. Nixon Simmons 
Clay Oliver Smith, Md. 
Crane Ove1•man Smith, Mich. 

Page 
Penrose 
Perl<ins 
Piles 
Rayner 
Root 
Scott 
Smoot 
Sutherland 
Taliaferro 
Taylor 
"'arner 
""arren 
Wetmore 

La Follette 
Shively 

Smith, S.C. 
Stephenson 
Stone 
Tillman 

So the amendment as amendeil was agreed to. 
The VICE-PRESIDE::\T. The hour of 7 o'clock having ar

rived, the Senate stands adjourned until to-morrow, Saturday, 
July 3, 1909, at 10 o'clock a. m. 

SENATE. 

SATURDAY, July 3, 1909. 
The Senate met at 10 o'clock a. m. 
Pra~·er by the Chaplain, Rev. Ulysses G. B. Pierce, D. D. 
The Journal of yesterday's proceedings was read and approved. 

PETITIONS AND ME~IORIALS. 

l\Ir. l\IcLAURIN presented the petition of Eliza Warnock, of 
Warren County, l\Iiss., praying that she be granted a pension, 
whicll was referred to the Committee on Pensions. 

l\Ir. GULLO~! presented a joint resolution of the legislature 
of Illinois, which was referretl to the Committee on Commerce, 
and ordered to be printed in the RECORD, as follo,vs : · 

STATE oF ILnnwrs, 
DEPARTMEXT OF STATE. 

To all to <cllorn these presents shall come, greeting: 
I . .Tames A. Rose. secretary of state of the State of Illinois, do hereby 

certify that the following and hereto attached is a true copy of house 
joint resolution No. 2G of tbe fort~--sixth general assembly of the State 
of Illinois, filed .Tune ~:2. 1009, the original of which is now on file 
and a matter of record in this office. 

In testimony whereof, I hereto set my hand and cause to be affixed 
the great seal of State. Done at the city of Springfield this 1st day of 
July, A. D. lDO!l. 

[SE.l.L.] JAMES A. llOSE, 
Secretary o? State. 

House joint resolution 25. 
Whereas the rivers and harbors bills passed bv the li'ifty-nlnth Con

gress provided for the i'-PPointment by the Secretary of War of a 
special board " to examine the Mississippi River below St. Louis and 
report to the Congress at the earliest date by which a thorough exami
nation can be made upon the practicability and desirability of construct
ing and' malntainin!( a navigable channel 14 feet deep and of suitable 
width from St. Louis to the mouth of the river;" and 

Whereas this special board has completed this report and forwarded 
it to the Chief of Engineers in Washington; and 

\'i"hercas it is desirable that the information contained in this report 
shall be made public: 'l'herefore be it 

Resolved by the house of t·cp•·cscn tatives (the senate concurring 
therein), That the general assembly of Illinois petition the Honse ot 
Hepresentatives of the Congress of the United States of America to 
take such action as will cause the early publication of the report of 
tho special board of engineers, recently transmitted to the Chief of 
Engineers, United States Army, upon the improvement of the ~Iissis
sippi River below St. Louis and particularly between St. Louis and 
Cairo :· Be It further 

Resolved, That the secretary of state forward this resolution and 
petition to the Hon. JosEPH G. CANNON, Speaker of. the National House 
of Representatives, and send a copy thei·eof to each Member of Congress 
from this State. 

Adopted by the house May 12, 1909. . . 
EDWARD D. SHURTLEFF, 

Speake•· of the House. 
B. H. l\ICCANN, 

Clerk of tlLe House. 
Concurred in by the senate May 18, 1909. 

JOliN G. OGLESBY, 
President of tlle Senate. 

J. H. PADDOCK, 
See~·etarv of the Senate. 

l\Ir. CULLOM presented a memorial of sundry citizens of 
Springfield, Ill., indorsing the action of the Senate in imposing 
a duty on lemons, which was ordered to lie on the table. 

THE BEET-SUGAB INDUSTRY. 

Mr. DICK. I present a letter, together with certain data, 
from Truman G. Palmer, concerning the beet-sugar industry 
of Europe and the United States. I moye that the paper be 
printed as a document,(S. Doc. No. 121). 

The motion was agreed to. 

GOVERNMENT OF PORTO RICO. 

1\Ir. DEPEW, from the Committee on Pacific Islands and 
Porto Rico, to whom was referred the bill (H. R. 9G41) to 
amend an act entitled "An act temporarily to proYide reyenues 
and a civil government for Porto Rico, and for other purposes," 
approved .April 12, 1900, reported it without amendment, and 
submitted a report (S. Rept. No. 10) thereon. 

INTRODUCTION OF BILLS. 

Mr. D.A VIS. I introduce a couple of little local bills that 
I want unanimous consent for the immediate consideration iOf. 
One is a bill to extend the time of limitation. Congress gave 
permission to build a bridge across the Ouachita Rivel,", a navi
gable stream in my State. The britlge has not yet been com
pleted, and the time is about to expire. The other is a bill to 
grant permission to construct a bridge across "Salem Riyer in 
Arkansas, near a little town called Warren. 

1\Ir. GALLINGER. Have the bills been reported from the 
Committee on Commerce? 

l\Ir. DAVIS. No, sir; they are local bills, and it is not neces
sary to have them referred. 

Mr. GALLINGER. They will have to go to the committee, 
I will say to the Senator. 

The VICE-PRESIDENT. The firsl bill sent to the desk by 
the Senator from .Arkansas will be read by its title. 

The bill ( S. 2827) to e:s:tend the time for construction of a 
bridge across the Ouachita ·RiYer at or near Camden, .Ark., was 
read twice by its title. 

l\Ir. D.A VIS. I trust the Senator from New Hampshire will 
at least not ask to have the bill go to the Committee on Com
merce, because the time will expire before \YC can get a report 
from the committee. Itprovides for nothing but the extension 
of time. 

l\fr. GALLINGER. I suggest to the Senator the rules pro
vide that all bills shall be referred to committees. I feel cer
tain if the Senator will see the chairman of the Committee on 
Commerce he will report it promptly. It wonla be a Yery bad 
precedent to consider bills without a reference to committees. 

Mr. STONE. I would add to what the Senator has said that 
under the rules of the Committee on Commerce there is a sub
committee autllorized to consider local bills, the chairman of 
whicll can report nt any time. 

Mr. GALLI::s'GER. Without the action of the fnll committee. 
Mr. STONE. Without a meeting of the committee. 
Mr. GALLI~GER. I think the Senator from Arkansas will 

have no difficulty in getting the bill out of the committee 
promptly. 

The VICE-PRESIDENT. The bill will be referred to the 
Committee on Commerce. 

l\Ir. D.A VIS introduced a bill (S. 2828) to authorize Bradley 
County, Ark., to construct a bridge across Saline HiYer in said 
county and State, which was read twice by its title and referred 
to the Committee on Commerce. 
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J\Ir. WET::O.IOHE introduced a bill (S. 2820) granting an in

crease of pension to Munson H. Na.iac, which was read twice by 
its title and, with the accompanying papers, referred to the 
Committee on Pensions. 

A1IENDMENTS TO THE TARIFF DILL. ,) 
Ilfr. DIXON submittecl an amendment intended to be pr_oposed 

by him to the bill (H. R. 1438) to provide revenue, equalize 
duties, and encourage the industries of the United States, and 
for other purposes, which was ordered to lie on the table and 
be printed. 

l\Ir. LA FOLLETTE submitted an amendment intended to be 
proposed by him to the bill (H. R. 1438) to provide revenue, 
equalize duties, and encourage the industries of the United 
States, and for other purposes, which was ordered to lie on the 
table and be printed. 

TAX ON INCO:llES. 

Mr. BROWN. 1\Ir. President, I ask unanimous consent that 
the joint resolution ( S. J. R. 40) proposing an amendment to 
the Constitution of the United States be laid before the Se11ate 
and that a Yote be had thereon immediately. ' 

The VICE-PRESIDENT. Is there objection to the request 
of the Senator from Nebraska? 

1\Ir. BUHHOWS. l\Ir. President, I suggest the absence of a 
quorum. 

The VICE-PRESIDENT. The Secretary will call the roll. 
The Secretary called the roll, and the follo11·ing Senators an

swered to their names : 
Aldrich Clark, Wyo. Frazier 
Bacon Culberson Frye 
Borah Cummins Ga.llinger 
Brnndegee em·tis Gamble 
Briggs Ila>is Gore 
Bristow Depew Guggenheim 
Brown Dick Hughes 
Burkett Dillingham Johnson, N. Dak. 
Burrows Dixon .Tohnston, Ala. 
Burton Dolliver .Tones 
Carter E:Ikins Keau 
Chamberlain Fletcher La Follette 
Clapp Flint McCumber 

l\IcLaurin 
IIIartin 
Nixon 
Page 
Penrose 
Perkins 
Scott 
Smoot 
Stone 
Sutherland 
'.ray lor 
Vlarner 
Wetmore 

posed t.mendment, I think the effect will be to defer the enact
ment of any Jaw providing for an income tax. I think the 
effect of it will be that there will be probably more than a 
fourth of the States of the Union which will refuse to ratify 
the action of Congres..<; when this proposed amendment to the 
Constitution is presented to the States for ratification, and then 
I think that will be presented to the Supreme Court of the 
United States as an argument why an income tax should be 
held to be unconstitutional. I think it would be urged as a 
very plausible argument before the Supreme Court of the 
United States that the people are not in favor of an income 
tax and do not believe that an income tax would be constitu
tional. 

I can not conceive that there can be any necessity for any 
constitutional amendment. If I understood the vote yesterday, 
the proponent of this proposed constitutional amendment voted 
against the income tax. 

Mr. BROWN. I voted for an income tax. 
1\fr. McLAURIN. I did not catch the vote of the Senator 

aright if he . voted for an income tax. The Senator from 
Nebraska, as I heard it, voted to substitute the corpQration tax 
for the income tax. 

Mr. BROWN. I did. A corporation tax is a tax on incomes, 
which the court has sustained. I voted for that which the court 
sustained and rejected that which the court rejected. 
· Mr. McLAURIN. I do not see that the Congress of the 

United States should be called upon to zigzag around the in
consistent rulings of the Supreme Court of the United States. 
Without intending any reflection upon that tribunal, it is com
posed of men just exactly as the Congress of the United States 
is composed of men. I believe there are just as good lawyers 
in the House of Representatives and in the Senate of the United 
States as there are on the Supreme Bench. 

1\fr. BROWN. That is true; but they are not 011 the bench. 
1\fr. l\IcLAUHIN. I can not see that an i11come tax that 

would tax a portion of the i11comes of the United States is con
stitutional when an i11come tax that would be uniform a11d tax 
all incomes of the U11ited States over a certain amount would 
be unconstitutional. 

l\Ir. JONES. My colleague [J\Ir. PILES] 
of the city on important business. 

I know that the Members of the Senate and the Members of 
has been called out the House are not on the Supreme Bench, but that does not 

The VICE-PRESIDENT. E'ifty-two Senators have answered 
to the roll call. A quorum of the Senate is present. Is there 
objection to the request of the Senator from Nebraska? 

Mr. ALDRICH. What is tire request? 
The VICE-PRESIDEN'l'. That the Senate now vote upon the 

joint resolution ( S. J. R. 40) proposing an amendment to the 
Constitution of the Unitecl States. 

l\Ir. ALDRICH. I haYe no objection, with the understanding 
tlla t there is to be no discussion, or the discussion must be lim
ited. Of course that must be understood. 

Mr. l\fcLAUHIN. I could not understand the Senator. 
1\Ir. ALDRICH. If there is to be any debate, there musr be 

a time fixed for taking the ,-ote. 
l\Ir. J\Ich~URIN. I do not know about that. 
1\Ir. ALDRICH. It is impossible, the Senator will see, to lay 

aside the tariff bill indefinitely for the purpose of discussi11g 
the joint resolution. 

Mr. McLAURIN. That is true. I do not think it ought to be 
done. I do not think the tariff bill ought to be laid aside for 
the discussion or the consideration of this proposed amenclment. 
I think it had better come in after the conclusion of the con
sideration of the tariff hill. 

Mr. BHOWN. I hope Senators will not object. It seems to 
me that the joint resolution ought to be passed now, in order 
that the House may haye it before the tariff bill reaches that 

necessitate nor argue for the abnegation of the right of the 
Senators and Representatives in Congress to pass their judgment 
upon a constitutio11al question. It is for us to pass that which 
we consider to be a constitutional law, and it is for the Supreme 
Court to undo it or not, as it sees proper. 

Mr. CARTER. Mr. President--
Mr. McLAURIN. I desire to look into this. I do 11ot say 

that I shall Yote against this proposed amendment, but I shall 
offer to amend the constitutional amendment by striking out 
the words " or other direct" in one place, and by striking out 
the words "and direct taxes" in another. The Constitution 
will then confer all the power which is proYided for in the joint 
resolution and also free Congress from a great many other 
embarrassments. 

I yield to the Sen a tor from Mon tuna. 
Mr. CARTER. Do I understand the Senator as objecting to 

fixing the hour of 1 o'clock to-day for voting upon the joint 
resolution? 

l\Ir. McLAURIN. I should like to have a little further time 
than that to consider it. 

1\Ir. CAUTER. I suggest to the Senator from Nebraska that 
it is quite possible a number of Senators are absent this Satur
day afternoon who would be glad to be apprised of the time 
that the vote is to be taken on the joint resolution. I therefore 
suggest to the Senator from Nebraska that he modify his re
quest for unanimous consent by fixing 1 o'clock on Monday. 

1\Ir. McLAUHIN. Ldo not object to that. 
. . . J\Ir. BROIVN. I accept the modification and ask that a vote 

In new of the ObJectwns th~t.appear to .be appar:nt, I change be taken without furtl!er debate at 1 o'clock on l\Iondav. 
body. 

the request and a?k tlla.t the JO!llt resolt;twn be lmcl b~~ore. the J\Ir. J\IcLAUHIN. I wish to offer an amendment to t.he joint 
Senate, and that rt be 'oted upon by a roll call at 1 o clock to- resolution and have it actecl upon. 
da,~. , , , . . J\Ir. CARTER. The amendment may be offered and then 

Ihe 4 l'uE-PRESIDENT. Is there obJectwn to the request I pencling. 
of the Senator from Nebraska·! J\fr. ALDRICH. The vote to be taken at that time without 

Mr. BORAH. I could not understand the request. further debate. 
The VICE-I'RESIDE::\''l'. It is that Senate joint resolution J\Ir. BOHAl-L I could not hear the request. 

No. 40 be now considerecl by tile Senate, and that it be yoted The VICE-PRESIDEN'l'. The request now is that the yote 
upon by a roll call at 1 o'clock to-day. Is there objection to the be taken at 1 o'clock on l\Ionday ur1on the joint resolution and 
request? all amendments thereto, without further discussion. 

Mr. ·McLAURIN. J\Ir. President, I do not believe that there Mr. BORAH. Without any further discussion between now 
is any necessity for any constitutional amendment to author- and then? 
ize the Congress of the United States to enact an income tax. Mr. ALDRICH. 011, no. 
;\Yhatever may be the intention in bringing forward the pro- Mr. CARTER. It will be open for discussion at any time. 
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11fr. ALDRICH. Mr. President, I shall at the proper time I Congress to lc>y and collect a t:tx upon in<liYi<lual and corporate in
raise the question that that amendment is not in order. 'l'he gor~es, to the en~ that ''ealth may bear its proportionate share of the 
unanimous-consent agreement relates to an amendment to the mdens of the l•edcral Gonrnmcnt. 
Constitution with reference to the income tax and no consent 'l'hat declaration, clear and explicit, is alone sufficient to de
has been gi>en for the consideration of such a proposition. If termine my. attitude with regard to the resolution to be voted 
we can undertake to change the Constitution with reference to upo1_1 _to-day. I am gratified to note this one mpre example, in 
the election of Senators, we can change it in every possible re- add1t1~n t? those !have heretofore pointed out, of Republicans 
spect as to the right of the people to have a regulation of the followmg m the wake of Democratic leadership and along lines 
franchise in all the States and Territories. I object very strenu- blaze_d by our Democratic pioneers. The President bas taken his 
ously to any such amendment, and at the proper time I shall stanti on the Dem·er platform, and a Republican Senator bas 
raise the question of order against it. c~lled one ~f _its declarations and formulated it into the legisla-

Mr. BRISTOW. I should like to know what the question of tlve proposition now before the Senate. I am happy to note 
·order would be. · these repeated evidences of enlightened progressiveness on. the 

Mr . .ALDRICH. It will be that we hav-e by unanimous con- part of. our Republican brethren. I hope, however, that when 
.sent agreed to vote at 1 o'clock upon a constitutional amend- the Senator from Nebraska [Mr. BRowN], whose resolution has· 
ment providing for an income tax, and that nothing else is in been s~l_ected by the Finance Committee as the basis of this 
order. • proposition, thereby giving to that Senator the distinction -of 

Mr. BRISTOW. But this is an amendment to the joint reso- authorship, goes before the people and the legislature of his 
lution proposing that amendment. S~ate to u~ge the ratification of the proposed amendment, he 

1\fr. ALDRICH. It must be an amendment which is germane will_not fall to inform them that he got his idea frorri a· Demo
to the propo'sition and not an amendment to .change the whole 5r-atiC platform and from the utterances of 1\fr. Bryan, the lead
Constitution of the United States. tng Democrat and the most distinguished citizen of his State. 

Mr. BRISTOW. This is riot an amendment to change the I am entirely willing to have our friends on the other side ap
whole Constitution of the United States. It is simply an addi- propriate the good things of Democracy, but I think they ought 
tion to the present amendment which seeks to change the Con- to have candor and fairness enough to accord proper credit to 
stitution, and it adds another paragraph only. the_ ~ource~ of their inspiration, otherwise it would be an act of 

I desire to say that the election of Senators by the people political p1racy. 
has been largely discul?sed, and, in my judgment, there is a Mr. BROWN. 1\fr. President--
very wide sentiment throughout the country in favor of it. . The VICE-PRESIDENT. Does the Senator from Missouri 
Originally, it is known to everyone, it was the purpose of the yield to the Senator from Nebraska? . 
framers of the Constitution that the President should be elected Mr. STONE. For a question or an explanation. 
by an electoral college selected by the people. The membership · 1\Ir. BROWN. Does the Senator from Missouri mean to be 
of such college, it was supposed, would be superior in wisdom ~nderstood as bei_ng of the opinion that the source, as he calls 
and judgment to the average citizen, so that we would have a tt-~he J?emocratlC source--of this joint resolution is anything 
wiser selection of the President than if it depended upon popu- agamst 1t? ' 
Jar elections. But the ev-olution of our political affairs has com- _M1·. STONE. Oh, no; I was congratula~ing the Senator and 
pletely: changed this system of the election of President. The !tiS party colleagues that they_ had at last become so favorably 
President is to-day nominated and elected by a direct vote in rmpressed by these Democratic influences. 
fact, although, in theory the electoral college elects, but only in Mr. BROWN. Is the Senator complainin-g because of what be 
theory. calls "an appropriation of this idea r" 

The Senate was to be chosen by the legislatures of the v-arious Mr. STO~E. I am not complaining; I am complimentill.g nnd 
·states in joint session, because it was believed that the members congratulatmg. . . 
of the legislature would be better equipped to select men to fill the . Mr. BRO\V:N- Does not the Senator understand that if there 
office of Senator than would the average citizenship. But in lS ever anythmg good found in the Democratic platform and the 
many of the States this part of the Constitution is being done PC?Ple _are to get the benefit of it, somebody has to appro-
away with by the direct primary, and in some of them by re- pnate 1t? · 
quirin-g under state laws the Senators to be nominated and ~ir. ~TONE. I am perfectly willing that you should appro-
voted for at the general election. pnate It, only I hav-e been urging, as a matter of fairness, that 

There is no reason why in this age of the world, in this period when you go before the people of Nebraska you should not ne"'
of our progress, the people should not ha 'l'e an opportunity to lect to inform them that you had caught this idea from the 
·select the men who will represent them in this body. If there Democratic platform. No doubt that would help you to carry 
ever was any occasion for the legislatut-e to elect ,Senators, that it through. 
occasion has long since passed, because of the wide dissemina- Mr. President, fear has been expressed that more than one
tion of popular knowledge. The .American people in the various fourth of the States will withhold their consent to the amend
States are as well qualified to select their Senators as the mem- m~nt and reject it, and then it is apprehended that an argument 
bers of their legislatures representing them in their legislative Will be based on that circumstance to induce the Supreme Court 
bodies. to adhere to the doctrine announced in the Pollock case if eYer 

Then the legislatures are elected now to transact state busi- the constitutionality of an income tax -is again before that tri
ness, and the election of Senators is sometimes an incidental bunal: That an effort will be made--a powerful and well
matter. There is not any reason why the people of e'l'ery State orgamzed effort-to defeat the amendment can be accepted from 
should not have the right and the opportunity to v-ote directly the ·start as certain. "\Vhat the result of that struggle will be 
for the men who are to represent them in this body. I can not I am not wise enough to forecast. I belie>e there is an over
understand why any Senator should object to giYing the. people whe!ming popula_r sentiment in faYor of the Go.-ernment, op
of his State the right to select the men who will represent them eratmg through Its appointed agencies, being clothed with the 
here. My judgment is that any man who is not willing for the power to impose a general income tax. There are many thou
people whom he represents to express a direct choice as to ·sands who do not believe that that power should be exercised, 
whether be shall, or shall not, continue to represent them here, .or that such a tax should be authorized, except in times of 
is either afraid that he is not the choice of the people whom he stress and grave emergency; but thousands who thus belie,-c 
represents, or it is a confession that he does not represent them being patriotic cit_izens, will support the proposition to cloth~ 
as they want him to represent them. the Go>ernment With the power. l\Ir. President, I belie1·e in the 

So I shall insist, first, that this amendment is in order and, policy of an income tax, but I wish here and now to say that 
second, that it ought to be passed. I haYe neYer regarded with great fayor the proposition to ex-

l\Ir . .ALDRICH. l\fr. President, I shall raise another ques- erupt incomes below a given sum from the operation of the law. 
tion on the amendment, and I giv-e notice of it now, in order That notion of exempting the smaller incomes from the tax does 
that there may be no misapprehension about it. ·It is in viola- not appeal to me. Although I hav-e been ready at all times to 
tion of the unanimous-consent agreement that no business shaii support what is known as the "Bailey-Cummins amendment,'' 
be done other than tariff business. I would prefer a graduat~d income tax, lev-ying the smallest 

1\:Ir. STONE. Mr. President, I desire to consume about ten per cent upon the smallest class of incomes, and then increas
minutes or so of the Yaluable time of the Senate to say a few ing the rate along some well-considered scale of progressioi1. I 
words respecting the resolution proposing an amendment to the would prefer,_ when incomes are being taxed, that eYery man 
Constitution authorizing the imposition of an income tax.. I who has an mcome, and certainly a net income, should con
wish t{) read a declaration contained in the Democratic natiom:tl tribute something to the support of the Go'l'ernment; howe,·er, 
platf{)rm which was promulgated at Denver in 1903. It is as it is hardly worth while to enter upon a discussion of that ques-
follows: tion now, and I will not. 

We favor an Income tax as part of our revenue system, and we urge Mr. President, I can not persuade myself that more than 
the submission of a constitutional amendment specificnlly authorizing one-fourth of our .American States will reject this pi·oposed 
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mnendment to the Constitution. But if that should happen it 
still could not be said that the people, speaking in the larger 
sense, were opposed to the proposition. If 12 States should by 
bare majorities in each reject the proposition, and 33 States 
should agree to it, as they would by large majorities, it would 
still be manifest that the great body of the people favored the 
amendment. And then, again, if it be true that the Constitu
tion in its present form is broad enough to authorize the im
position of a general income tax, the failure to secure an adop
tion of the proposed amendment would not change the constitu
tional status as it exists to-day. If the Supreme Court should 
be called upon to review the Pollock case, and should be in
clined to return to its earlier and, I think, sounder rulings, 
namely, that an income tax was within the Constitution, I can 
see no good reason why the court would hesitate to adopt that 
course even if this amendment should fail of ratification. If 
the court should go outside the record to consider extraneous 
matter, or should listen to an argument predicated on the alleged 
fact that the people had rejected the amendment, every justice 
would know that on the contrary the great mass of the people 
favored the proposition, and every man would know what in
fluences operated, and how they operated, to defeat the proposi
tion. It seems to rue this is an opportune time to launch this 
amendment. If the President is sincere, and I have no doubt 
that he is, and if such men as the junior Senator from New 
York [Mr. RooT] are sincere, and I have no doubt that they 
are-with all these powerful Republican influences favoring the 
amendment, and_ with the l)emocratic party solidly behind it, 
it seems to me that our united efforts. to write this amendment 
into the fundamental law ought to succeed. At all events, 
speaking for myself, I am more than willing to put the issue to 
the test. 

1\fr. President, before closing I wish to say a few words upon 
another subject not wholly dissociated from the question im
mediately before us. In 1896, the Democratic national conven
tion declared that the deficit in our revenues at that time was 
due to the decision of the Supreme Court setting aside the in
come-tax law of 1894; and the convention further declared 
that that decision overruled previous dedsions of the court, and 
thus announced a new judicial doctrine on the subject of income 
taxation; and then the convention declared that it was the duty 
of Congress to use all the constitutional power which remained 
after that decision, or which might come from its reversal by 
the court as it might be in future constituted, to the end-that 
the burdens of taxation might be equally and impartially laid, 
and so forth. During the campaign of that year the Democratic 
party and the Democratic candidates were furiously and wan
tonly assailed for attacking the Supreme Court, and for threat
ening to "pack" the court with subservient judges so as to se
cure a reversal of the decision referred to. I have· recently 
read some of the wild ravings of Republican orators and editors 
during that memorable campaign. The Republican candidate, 
1\fr. McKinley, and ex-President Harrison, and Senators and 
Representatives, and great metropolitan journals joined in this 
hue and cry. _ There was never a falser or more vicious charge 
made against a party declaration or a party purpose. The con
vention did protest, and on a basis of absolute truth had a right 
to protest, that the decision of the court was in contravention 
of repeated pre\·ious utterances of that tribunal; and the con
vention did insist, as with the most perfect propriety it had a 
right to insist, that Congress should continue to exercise all the 
!)ower it had remaining after that decision so long as it stood as 
the judgment of the court, and until it should be re1ersed, if 
ever it should be reversed, when the personal composition of the 
court had changed. There was no threat or desire or thought 
upon the part of any Democrat to "pack" the court, but we 
had sense enough to know that the decision would not in all 
human probability be changed as long as the personnel of the 
court remained as it then was; and we had sense enough to 
know that in the natural course of things the elderly men who 
sat upon the bench would pass away and that new men would 
succeed them--

1\fr. BEVERIDGE. Will the Senator permit a question? 
l\fr. STONE. I would rather the Senator would wait. 
1\fr. BEVERIDGE. All right. 
Mr. STONE. And we had sense enough to know that the 

decision complained of not only did not have the popular ap
proval, but did not have the approval of the great majority of 
the lawye1's constituting the American bar. In view of these 
things, the convention had a right to declare, without being 
accused of discourtesy to the court or of making an assault 
upon it, that the questions involved and passed upon should be 
again submitted for judicial determination. 1\fr. President, we 
have passed far beyond that period, I know, and perhaps it does 
no good to speak of it now. Still, I can not let this opportune 

occasion go by without impressing as far as I can upon public 
attention the malevolent and mendacious character of the poli
tics practiced at that time by our ovenirtuous Republican 
friends. Since then Mr. Roosevelt, a Republican President, has 
spoken with blunt and almost vulgar harshness of decisions 
rendered by some of our high federal courts, and yet he re
mained for years the very idol of the great mass of Repub
licans. Since then we have been told by the present Chief 
Magistrate, in substance at least, that with the changed per
sonnel of the court the income-tax decision against which the 
people have been protesting ever since it was made might not be 
adhered to if the question should be again submitted. Why, 
Mr. President, that was the very thing, said in 1896, that roused 
Republican cohorts from far and near into assaulting the 
Democratic party as a dangerous, if not treasonable, organiza
tion. And, sir, during this very debate I have heard great 
Republican Senators, standing here on this floor, urging the 
necessity o~ resubmitting this question to the court, and urging 
it for the -very reasons assigned in the Democratic platform 
of 1896. I have heard them say that all talk about the propo
sition to resubmit the question through legislative action as 
being indelicate was a "morbid, ill-founded sentiment." Ah, 
llfr. President, our Republican friends, at least, all of them, ,are 
not now what they were. A wonderful change has come o-ver 
the spirit of their dreams, or the dreams of some of them, since 
the sound and fury of that mighty struggle of near thirteen 
years ago have died away. What they denounced as almost 
treasonable then they now applaud as virtuous and patriotic. 
And this is another instance demonstrating the ultimate wis
dom and justice of Democratic policy; and to impress that fact, 
now so well illustrated, is about the only excuse I have for 
adverting to a subject which can not be wholly pleasant to 
everybody. 

Mr. Pre~ident, that is all I care to say regarding the joint 
resolution proposed by the Senator from Nebraska. . 

.Just a word now relating to the amendment, so called, offered 
this morning by the Senator from Kansas [Mr. BRISTOW]. I 
would cheerfully vote for both propositions, for both are well
known Democratic propositions, but it seems to me that it 
would not be wise policy to couple the two, even if permissible 
under the rules of the Senate. Both are substantive, distinct, 
and wholly different propositions relating to wholly different 
subjects. If they were combined into one single proposition and 
we should be called to vote upon them in that form, and with
out division, I fear, while trying to accomplish two things, we 
would endanger both. I have no doubt there are Senators and 
llfembers of the House who might and would vote against the 
double proposition, being favorable to one proposition and 
against the other; and for the same reason it might subject the 
whole scheme to failure if it should be submitted in that form 
to the legislatures of the States. I think it is in every way far 
better to deal with the two things separately. If the Senator 
from Kansas desires to submit a separate amendment for the 
popular election of Senators, I will join him in supporting it. 
I would be glad to have the amendment suggested by the Sena
tor from Kansas added to the pending bill, if it can be done 
under the rules of the Senate, although I doubt if it ean be 
done. The proposition now before the Senate is not offered as 
an amendment to the tariff bill, but as a distinct and separate 
proposition. I would be glad to have the amendment proposed 
by the Senator from Kansas brought to a vote in the Senate 
and the Honse, but I do not think it would be wise to combine 
the two and thus add to the danger and difficulty of passing 
either. Trying to do too many things, enn good things, at one 
time too often results in doing nothing. 

THE TARIFF. 
The Senate, as in Committee of the ·whole, resumed the con

sideration of the bill (H. R. 1438) to provide reYenue, equalize 
duties, and encourage the industries of the United States, and 
for other purposes. 

The VICE-PRESIDENT. The Senator from Rhode Island, 
as the Chair understands, asks that the amendment which he 
presented be considered section by section. • 

:Mr. ALDRICH. I am not particular about it. I am quite 
willing to haYe the amendment agreed to as a whole; but there 
are some amendments, I think, which Senators would like to 
offer to the court provisions. 

Mr. HEYBURN. Let me offer this amendment--
The VICE-PRESIDENT. Does the Senator from Rhode Is

land desire to have the sections read? 
llfr. ALDRICH. No; the sections have already been read. 

Of course, the amendment is to the amendment. 
The VICE-PRESIDENT. Does the Senator from Rhode Is

land desire the question put on each section? 
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1\Ir. ALDRICH. I am not suggesting that. Unless other 1\Ir. ALDRICH. 1\fr. President, the committee intend to oc-
Senators desire that, I am quite willing to have it understood cupy--
that the amendments shall be treated as one amendment, and lHr. BAILEY. I thought the constitutional amendment joint 
that amendments to the amendment may be offered from time resolution was before the Senate. 
to time. Mr. ALDRICH. No; that is to be voted on at 1 o'clock. 

Mr. JONES. Mr. President-- Mr. BAILEY. I want to submit an amendment to that. 
Mr. BEVERIDGE. May I ask the Senator from Rhode Is- The VICE-PRESIDENT. At present the pending amendment 

land- . is the amendment offered by the Senator from Rhode Island 
The VICE-PRESIDE~'T. The Senator from Washington first [Mr . .ALDRICH]. 

addressed the Ch.'lir, and is recognized. 1\It·. BAILEY. I will not interfere with that. I will wait 
Mr. JONES. 1\Ir. President,. I am receiving a great many until the Senator gets through. 

.letters from constituents of mine in regard to the income-tax Mr. KEAN. Let us finish this. 
proposition and also with reference to ·the corporation-tax meas- Mr. ALDRICH. If the Senator from Texas wants. to givaj 
ure. These letters come from ordinary, plain citizens, and not notice now of an amendment, I will yield for that purpose. 
from lawyers or constitutional interpreters. I desire to bave TAXES (}N INCOMES. 
one letter read,. which is a sample of the many letters that I am The Senate, as in Committee of the Whole, resumed the con-
getting from these people, and shows their view with reference . sideration of the joint resolution (S. J. R. 40) proposing an 
to the proposed legislation. • 
. The VICE-PRESIDENT. Is there objection ta the. reading amendment to the Constitution of the United States. 
of the lciter asked for by the Senator from Washington'! The Mr. BAILEY. I want·to offer an amendment, and I will oe-

cnpy only two or three minutes. 
Chair hears none. The Secretary will read the letter, as re- · I move to strike out the word "legislatures,"' in lfne 5, and to 
quested. substitute the word "conventions:;" and in Ifne 9, after the 

;r'he Secretary reatl as fo.Ilows : word "incomes,'' I move to: add the words " and may grade the 
SPO:O:Al\Irr, WASH., June :!9·, 1909. same.'' 

Hon. WEsLEY L. J'oxEs-, l'tfr. President, of course the Senate will at once understand 
Unitert States Senate, WawJiiltgton,. D. a. that the purpose of the first amendment is to submit the ratifi-

DEAR Sm: We have had considerable discussion In our city duTi:ng · t• f 
the past few days regarding the question of income tax as preseuted ca IOn o · this proposed amendment .to conventions called in· 
by the Bailey bill, and the question of a tax upon corporations; desig- each State for that purpose, rather than to the ·legis1'1tnres. I 
nated as the "Taft" or "administration" bill. .All that I have heard perfectly understand that this would in1olve some addftional 
exp·rel!lf themselves are· In favor ef the administration bill, feeling that t b t I d t think th t• f t h · h · there is a possibility of, first, illegality of the Bailey bill, and we think · cos ; u · o no • · e ques IOn o ·cos s ould wmg ilel'l-
that it is· better to have temporary relief at this time and formulate ously in a matter of this· kind. Legislatures are elected with 
an income tax that wlll serve the purposes and best Interests of all the reference to many questions. Legislatures may be chosen upon 
people, which we are In doubt of regarding the present bill. 1 1 · Th b h th · · · 1\I · The Spokane Chamber of Commerce to-day indorsed the admlnistra- · oca · Issues. e mem ers may c ange err oprmons, as ·em-
tlon bill in words as follows: bers of the Senate have done upon this very question, between 

"Resolved, That the Chamber of Commerce of Spokane Indorse the the time they are chosen to the legislature and the tfme when 
Income-tax p<>!icy as outlined by President Taft, and urge our Senators they are required to vote. 
and Representatives to support the same." 

The bankers' aJ>soctation indorsed a similar resolution. The. mer- A very grave situation now presents itself to the Senate- aNd 
chants' association and lumbermen have likewise indorsed it. I believe to the country. If this: amendment is submitted and defeated, 
the citizens of this part of the State would much prefer the Taft bill all hope and all possibility of an income tax disappears forever 
at this time. 

I give this information as a citizen and taxpayer of the State of from the consumers of this Republic. With the Pollock case 
Washington, trusting that In your wisdom yon will reach a conclusion standing unreversed, with the President of the United States 
that wi1l give us the fullest and best law. sending a message to Congress, in which he asserts that the Very truly, D. T. HAM. 

court can not be reasonably expected to recede from that de-
Mr. HEYBURN. l\Ir. President, after a conference with ·the cision; with both Houses of Congress responding to the Presi

chairman of the Committee on Finance [J'.Ir. ALDRICH'], I desire, dent's suggestion, and submitting a constitutional amendment 
in the interest of uniformity of the amendment which we to the various States, if that amendment is· rejected, 've shall 
adopted on Saturday, on page 2, line 23, after the word "then,'' never live long enough to see a Supreme Court reverse the Pol
to strike out "upon" and to insert "ninety days after the." I lock case. They will say, and they will hale reason to say, that 
have submitted it to the chairman of the Committee on Finance, with the Pollock case the unchallenged law-and so far as the 
though I do not see him here at this moment. It is in uni- court is concerned it stands unchallenged-with the executive 
formity with the oth1er amendments, and there is no objection department recognizing it as 'the law; and recommending that 
to it. It will be necessary to reconsider the vote by which we the effect of it shalT be obviated by a constitutional amendment; 
adopted the amendment in order to enable me to submit this with the two Houses of Congress acting upon that theory, if the 
amendment. I ask unanimous consent for its reconsideration amendment to the Constitution, submitted under those circum
for the purpose of submitting the amendment which I haye just stances, fails to receive the approval of 12 States in this Union, 
proposed. that is the end of an income tax:. 

The YICE-PUESIDEXT. The Senator from Idaho asks unani- Believing that to be true, I 1ote for this amendment, under 
· mons consent to reconsider the vote by which the paragraph on any circumstances, with reluctance, because I do not think it 

page 2, line 23, of the amendment was agreed to on Saturday, n€cessary, and I know the submission of it is fraught with ex
for the purpose of offering an amendment at that point. Is treme danger; but I think the danger of its rejection will be 
there objection? The Chair hears none. The Senator now greatly diminished if its ratification is submitted to com·en
offers an amendment. which the Secretary will state. tions chosen for the sole and o'nly purpose of passing on it. 

The SECRETARY. On page 2, line 23, after the word "then,'' For that reason I offer this amendment, committing its consid
it is propm:ecl to strike out "upon" and insert "ninety days eration to conventions, instead of to the legislatures. 
after the." The second amendment, Mr. President, giYes ·distinct and 

Mr. BAILEY. 'Vllat is the object of that amendment, llfr. specific authority to graduate an income tax, and I think that 
President? necessary only as a matter of abundant caution. I would 'not, 

J\fr. HEYBUHN. It is a corresponding amendment to the one perhaps, ha1e thought it necessary at all, except for the state-
agreed to on Saturday. It occurs twice in the amendment. ment of Judge Brewer, in the case of Kno\Ylton v. l\Ioore, where 

l\Ir. STO:\'E. I should like to hear the amendment. I did he dissents from the opinion of the court sustaining the valid
not catch it. The amendment made on Saturday to which the ity of the inheritance-tax: law upon the ground that Congress 
Senator from Idaho Dir. HEY1lURX] now proposes an amend- bad no power to grade it. Plainly, if Congress is without 
ment proYidecl for a notice of ninety days. power under the Constitution as it now stands to grade an 

l\Ir. ALDRICH. In case of the reimposition of the maximum inheritance tax, it would be without power under this amend-
duties. ment to gr:ide an income tax; and if we are to put the people of 

Mr. HEYBURN. Notice of any change except the statutory the United States to the trouble and expense of adopting a 
change. constitutional amendment authorizing Congress to do what, in 

l\Ir. ALDRICH. Of any change except the statutory change. my jtidgment, it now possesses ample power to do, let us make 
If that aniendment is disposed of, Mr. President-- a complete work of it, and let us not find it necessary hereafter 

The VICE-PRESIDEXT. The question is on the amendment either to exercise the PO\Yer circumscribed within limits which 
proposed by the Senator from Idaho [llfr. HEY1lURN] to the the people would not adopt or find our law held invalid. 

· amendment. I shall ask for a roll call on both of these amendments, un-
The amendment to the amendment was agreed to. less some better reason can be advanced against their adoption 
The amendment as amended was agreed to. than has occurred to me up to this time. 
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i\Ir. ~leLA URIN. Mr. President, I concur in the wisdom of 
what was mid by tile Senator from Texas [1\fr. BAILEY] with 
reference to tile necessity for the- amendment of this joint reso
lution; but I think there is a better amendment than the one 
he propoRes to offer, or, at least, a better amendment than the 
one wllich amends line 0. 

The mischief in reference to an income tax in every discus
sion of it before the court has grown out of six words, three of 
tllem in clause 3 of section 2 of Article I of the Constitution, and 
three of them in clause 2 of section 9 of Article I of the Con
stitution. In tile first place it says: 

Representatives and direct taxes ~hall be apportioned among the 
several States-

The words "and direct taxes" in that instance, and in the 
next-

No capitation or other direct tax shall be laid, 

The words "or other direct" are the words that make the 
mischief in this clause 4 of section 9. With these six words 
stricken out of the Constitution in the places where they· occur, 
us I have indicated, there could be no.trouble about the levying 
and collecting of an income tax. 

I have heretofore indicated my views in reference to the 
meaning of the three words " or other direct," and I am not 
going to elaborate them now. I think the word " direct" there 
must be construed with reference to the word " capitation." A 
capitation tax is a tax that is levied directly upon the indi
vidual without reference to property. It is what is called in 
the Stutes generally a "poll tax." When you speak of a "capita
tion tux: " as a direct tax and then speak of " other direct 
taxes," the word "direct" in this connection must be con
strued ejusdem generis with reference to tile word " capita
tion "-a capitation tax; tllat is, a direct tax which operates 
upon the individual himself, witllout reference to any property 
at all-and the words "or other direct tax," of course, ahvays, 
by all rules of construction, must be construed to mean a tax 
of the same kind. other direct taxes, that operate upon the 
individual without reference to any property at all. Out of 
that confusion has grown all the trouble that has arisen in 
reference to the question of an income tax. 

I think there has been too much learning, probably, on this 
matter. There has possibly been too much research into what 
has been said by this man or that man in the Constitutional 
Convention. You must constt·ue the provision with reference 
to the language used, for no provision in the Constitution and 
no provision of a legislative enactment or congressional enact
ment is to be determined by what one man or another man may 
say in reference to it. 

That is illustrated especially here by the action of Senators 
on the amendment which is going to be voted upon at 1 o'clock 
to-day. There are many Senators wllo believe that it is not 
necessary to have any amendment to the Constitution. The 
Senator from Texas made a very able, a very learned, and a 
very eloquent argument to show that an income tax is within 
the limits of the Constitution as it is now in existence. Other 
Senators have done tile same tiling. I only refer to the argu
ment of the Senator from Texas because it was, if my mem
ory is not at fault, the first one that was made and not to make 
any invidious distinctions, for I think all the arguments thu t 
haYe been made on this view of the Constitution llave been very 
able and yery clear. Nevertlleless, the Senators wllo have 
made these elaborate arguments and who believe that it is not 
necessary to amend the Constitution in order to justify Con
gress in enacting an income-tax law are going to vote for the 
resolution of tile Senator from 1\ebraska, or a substitute there
for, for an amendment to the Constitution. 

I have digressed from what I was going to say. I want to 
say tllat if the amendment wllich I offer should be adopted
and I do not much expect that a majority of the Senate are 
"'Oing to adopt it, but I think every Democrat ought to vote for 
ft-if it sllall be adopted, will eliminate from the Constitution 
every cause of contention over the question of the authority of 
Congress to levy an income tux, except as to the power of Con
gress to grade an income tax. 

'l'his is the amendment: 
Amend the joint resolution by striking out all after line 7 

and inserting the following, to wit: " The words 'and direct 
taxes,' in clause 3, section 2, Article I, and the words 'or othe1· 
direct,' in clause 4, section !), Article I, of the Constitution of 
the United States are hereby stricken out." 

That will prevent any miscllief hereafter. But let me call 
your attention to some mischief that may arise over this pro
posal by the Senator from Nebraska; and I should like to have 
the attention of the Senator from Nebraska to this. The joint 

resolution provides that the proposed amendment to the Con
stitution shall read as follows: 
. The Congress shall bo. ve power to lay and collect direct taxes on 
mcomes without apportionment among the several States according to 
population. · . 

That is what the Senator from Nebraska proposes to insert 
in the Constitution as the sixteenth amendment. Tllere is go
ing to be some contention that will go before the Supreme 
Court as to the provision, because the men· who are wealthy, 
the men who have large incomes do not intend to pay any pro
portionate part of the expenses of this Government if theY can 
get out of it. They expect that the Government of the United 
States will protect all their property and protect all of their 
income, but tbey expect the expenses of the administration of 
the Government for the protection of their incomes and of their 
property shall be paid by the poorer classes of the country, 
shall be paid by the men in humble circumstances and with mod
est means. That has been the rule heretofore, and they expect 
it to continue. 

Here is the question they are going to raise at once: They 
are going to say that when you read the proposed constitutional 
amendment according to its correct interpretation it means 
"without apportionment among the several States according to 
population; " but they are going to say that it does not say 
"without apportionment among the several States according to 
anything else." You have specified population, but it may be 
required; they might contend that the tax should be appor
tioned upon some other basis than that of population. 

l\fr. BROWN. 1\Ir. President--
'l'he PUESIDI:KG OFFICER (Mr. KEAN in the chair). Does 

the Senator from MisRissippi yield to the Senator from Ne
braska"! 

1\Ir. McLAURIN. With great pleasure. 
l\lr. BROWN. 'rhere is no other apportionment known to the 

Constitution except that according to the census· or ·enumera
tion; and of course tl1e proposed amendment would be con
strued together with the other provisions of the Constitution. 
The language used in the joint resolution is taken from the 
language of other sections of the Constitution, so that there 
can be no confusion or misunderstanding at all about the joint 
resolution. · · 

1\Ir. McLAURIN. I know tllere is no otller apportionment 
except in the instance to which I have referred; but it may be 
coi1tended by those who desire to be exempted from the pay
ment of their proportionate sllare of the taxes necessary to 
defray the expenses of the Government that there. is an appor
tionment here prm·ided for. It will be contended by those peo
ple that there is an apportionment here, and that the naming of 
one kind is the exclusion of all other kinds. There is a rule of 
construction that is not only familiar to all lawyers, but it is a 
rule that commends itself to the judgment of any man, whether 
lle be a lawyer or not, as soon as it is presented to his mind, 
ancl that is that the naming of one is the exclusion of all others. 
When you name one kind of apportionment and provide that it 1 
shall not be required to be made, you exclude, then, all otller 
apportionments; and it may be contended of any other appor
tionment except that which is named here. That is my idea 
about the mischief that is going to arise. 

'l'hen there is another thing tllat tlley may contend for, and 
that ls that Congress has recognized tile income tax as a. direct 
tax. That is the conclusion that they will draw from tile 
amendment that is proposed by the Senator from Nebraska. I 
do not think it is a direct tax. I sllall Yote for the amendment; 
and it is my intention to Yote for the amendment, m·en though 
my amendment shall not be adopted; but it does .not, in my 
judgment, meet the requirements of the ease so us to put be
yond all controversy tile question before the Supreme Court 
of the United States on the constitutionality of the income tax 
and as to the meaning of the amendment. I think that it 
ought to be made perfectly clear. I am going to Yote for it 
because I am in favor of anything that looks to the collection 
of an income tnx. I think it is fair and just that there should 
be an income tax to compel those of wealth, who have great 
incomes, to pay some part of the expenses of the Government. 
I favor it not only because it is just, but because the immensely 
wealthy then will be interested in an economical administration 
of the Government instead of extravagance, in which they are 
not interested now, because they are not compelled to pay for 
any of the extravagance that is indulged in by the Government. 

There are a great many other things, 1\Ir. President, that I 
should like to say on this matter, but I am not going to take up 
the time of the Senate now to say them. I will ask that the 
amendment to which I have referred may be read at the S~c
retary's desk, to give notice of the amendment that I intend to 
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l\Ir. DIXON. l\Ir. Presidcnt--
'l'lle YICE-PRESIDE::'\T. Does the Senator from Nebrnska 

yield to the Senator from Montana? 
l\lr. BRO\YN. I do. 
l\Ir. DlXON. To keep the record straight, when reference is 

made to the Republican vote, I think the Senator should also 
add the fact that there was a larger percentage of Republican 
than Democratic Senators in this body who yoted against send
ing the joint resolution to committee. 

Mr. BROWN. I did not care anything about the political 
significance of it. I simply wanted to show that there is no 
possibility, with the Senate constituted as it is to-day and on 
record as it is, of haYing such an amendment get two-thirds of 
the majority of this body. ~'hen tell me why load it on this 
joint resolution? I would be glad to support the Senator's 
resolution, if it can come up so that it does not kill itself and 
at the &'1me time kill this one. 

Mr. l\IONEY and Mr. NEWLA:t'lll)S addressed the Chair. 
Mr. BROWN. There are seyeral Senators who want to talk, 

and I think I will yield the floor. I hope that all these amend
ments may be Yoted down. I belieye that the joint resolution 
is drawn simply; it is drawn in language that is not suscep-. 
tible of two or three constructions; it yests the power in Con
gress to lay and collect income taxes; and that is the proposi
tion we want to adopt. 

Mr. MONEY. l\lr. President, I am one of those who beJieye 
that there neyer will be another amendment to the Constitution 
of the United States. Already, I understand, about 13 States 
haye called for a con•ention of all the States. If that com·en
tion should be called. as it will ultimately be, I have no doubt 
the first resolution that will be offered will be to abolish the 
Constitution of the United States for the very reason that we 
have been for some time acting under a susvension of it, and 
those who are in authority are heartily tired of it. 

The difficulty that presents itself to my mind is to secure the 
12 States which eyerybody admits are quite likely to defeat any 
amendment of this sort to the Constitution. '.rhe method pre
sented by the Senator from '.rexas is probably the best, but the 
same influences that will control the votes of the legislature will 
prevent the legislature from calling a convention. The item of 
expense will be considered by some of the frugal-minded legisla
tures in some of the Stutes, also. 

The great difficulty that we had in passing the last two amend
ments to the Constitution, which seemed to be so very necessary 
in our system of political economy as to fix the status of sev
eral million freedmen, would seem to argue the necessity of a 
ratification of the income-tax amendment, yet we know. the 
difficultv. I am one of those who do not believe that either the 
fourteeitth or fifteenth amendment was eyer validly made a 
part of the Constitution. 

It has been said that when a State has voted to ratify or re
ject, it has exhausted its power. I do not believe ~here is any 
authority in good common sense and sound reasonmg for any 
such suggestion. '!.'here is no doubt that it has been acted upon; 
that is true, but the action was forced by the exigency of the 
political situation. As a matter of fact, 4 Southern States that 
had rejected the fourteenth amendment aftenvards assented 
to it. But in the meanwhile 2 States that bad assented to it 
had withdrawn their assent and rejected it. 

One was tlw State of Ohio and the other the State of New 
JerseY. The paper that was then issued by the legislature of 
New ·Jersey is one of such high statesmanship that it clesen-es 
to rank next only to the Declaration of Independence. It is a 
paper that can be studied with great profit by any student of 
onr Constitution and of our theory and system of government. 
l\fy friend from Georgia [Mr. BACON] stated that there was 
a third; but he is mistaken about that. 'l'he State of Oregon, 
it is true, rejeetecl the amendment, but that was in October, 
and ·tile promulgation of the ratification was made by the Sec
retary of State, under the law of 1818, on the 28th of July, 
1868. So the action of Oregon simply meant to express a 
change of sentiment in that State, and in no effect Yalidated 
or im·a!idated the ratification. It had nothing to do with it. 
But it was held that four .States hall first rejected the amend
ment and afterwards ratified it; and they were counted, be
cause they came in before the promulgation. 

I am not one of those who belieYe that a promulgation by the 
Secretary of Stnte of the ratification of three-fourths of the 
states of an amendment to the Constitution is at all necessary 
to its >alidity. It is just exactly as he is requireu to print the 
laws of Congress. Nobody will assume that he has got anything 
to do with passing the laws of Congress or giving them effect. 
He simply gives notice to the public that they have been passed, 
and superintends the printing. So, in the same way, the act of 
ratification consists of the action of the two Houses, then of 

three-fourths of the States; and the Secretary of State has noth
ing to do with it, except to announce that to the public; antl 
the event is closed. 

HoweYer, the State of New Jersey and the State of Ohio had 
changed; but they wer·e not permitted to make that change. 
John Sherman, then a Member of the Senate from the State of 
Ohio, introduced a resolution declaring that three-fourths of 
the States of the Union had ratified the fourteenth amendment. 
As a matter of fact, that was ultra vires. '.rhe Senate had no 
business ·to concern itself any further. That clause of the Con" 
stitution which provides for its own amendment particularly 
points out the way in which it shall be done. ' 

It says that such joint resolutions shall receive the consent . 
of two-thirds of the.llfembeis of both Houses. There has been 
some contention about whether that meant two-thirds of those 
present or two-thirds of the Members constituting each House. 
According to my view of it, proper reason and common sense 
would say it required two-thirds of the membership of both 
Houses; but it has been uniformly held by both Houses that it 
only required two-thirds of those present and voting; that all 
the intermediate steps leading up to a final yote upon the amend
ment required only a majority of those present and voting, a 
quorum being always presumed to be present, as a matter of· 
course. I do not accede to that; but there is no way to change 
it, of which I am aware. That has been the uniform practice 
of both Houses, and. they have declared it over and oyer again. 
The last ruling on that subject was by l\Ir. Reed, of the State 
of l\Iaine, as able a man as has ever been Speaker of the House 
of Representatiyes. I recollect that he said in his ruling that 
it seemed unnecessary for him to rule, primarily, because the 
decisions of preceding Speakers had been so uniform upon that 
point. 

But we ha•e had also other decisions, even coming tlown to 
the decision of the Supreme Court, that the President of the 
United States had to sign such amendments. The first 12 
amendments proposed by Madison were signed. Ten were 
adopted aftenvards. The eleYenth amendment was signed by 
John Adams, which was adopted. Then the twelfth amendment 
of l\fr. Madison was signed, and that was adopted. The thir-. 
teenth amendment was signed by Abraham Lincoln, not because 
it was belieYed that it was at alt necessary, because the Presi
dent is not included in the amending of the Constitution as one 
of those who have anything on earth to do with it, but it was 
said that it was extremely fitting that the man who had eman
CiJmted the slaves by proclamation should ha•e the priYilege of 
signing a legislatiye amendment to the Constitution, ratified by· 
the States, which did the same high office. Consequently he 
was permitted to do so. Then it )YUS that Trumbull, of Illinois, 
offered a resolution that the anlWOYal of the President was 
.totally unnecessary, and it passed the Senate without a single 
uissenting vote. So that, though we ha,·e precedents which 
seem to haYe no foundation in good reason and that are cut 
short wheneyer the opportune moment comes, it seems the Presi
dent has nothing whateYer to do with the amendment of the 
Constitution. 

l\Ir. President, I do not believe that this amendment to the 
Constitution will ever be a part of it. I am willing to vote for· 
it, and I should like to sec it adopted, if possible; bllt I am quite 
sure that those influences which have preyented a yote on the 
income-tax amendment in t!Jis Senate ''"ill also prcrent a vote 
in at least t"·elve of the legislatures of this Union. lYe can 
feel quite sure that an act of such far-reaching importance, 
that touches the pockets of very many rich veople, is not very 
likely to become a part of the organic law of our Republic or 
of our confederation. 

I should be Yery glad, Ur. President, to proceed upon the lines 
laid down by the Senator from Texas [l\Ir. BAILEY], the Senator 
froiu Iowa [lHr. Cu:t.onNs], and the Senator from Idaho [l\Ir. 
BonArr], which, I beliere, is the shortest and the simplest wav. 
I am not one of those who regard the judgment of the Supren1e 
Court as an African regards his particular deity. I respect 
such a decision just exactly to the extent that it is founded in 
common sense and arguell out on reasonable logic, but when it 
violates the law of common sense, then I cease to so regard it 
except that as a citizen I am bound by it. As a legislator, i 
have no more regard for it than I should haye for a decision of 
a magistrate .in one of the counties of the State of Mississippi, 
especially when I know it runs counter to the decision of a hun
dred years and was decided by a Yote of fiYe to four and that 
one judge who voted in the affirmatiYe changecl his mind some
how in the shadows bet"·een two different hearings. 

I do not say that by way of disparagement of anybody, be
cause it is only the fool who never changes his own mind; but 
there were no new facts brought out; there were no new argu
ments adduced; and the· member of the court, whoever he was, 
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:.\Ir. 'l'AYLOH (wlH'n his JW.me was called). I am })aired with 
the junior Senator from Connecticut [~Ir. BRANDEGEE] on all 
questions except this one. I >ote "yea." 

The roll call was concluded. 
l\Ir. BACOX. I desire to mmounce that my colleague [i\Ir. 

CLAY] is nece~~arily al.Jsent. If he were present, he would vote 
"rea." He is paired with the senior Senator from ~Iassachu
setts [:.\Ir. LonGE], who, I })resume, if present, would yote 
·• nay." 

i\Ir. BX~\KHBAD. I am paired with the junior Senator from 
Illinois [:.\Ir. LORBIER]. I transfer that pair to the junior Sen
ator from ~Iaryland [Mr. SMITH], and vote "yea." 

l\Ir. SCOTT. .My colleague [Mr. ELKINS] is unaYoidably de
tained from the city to-day. I am not pre})ared to say how he 
would vote if he were here. 
. ~lr. BAILEY. I am paired with tlie Senator from ·west Vir
ginia [ll!r. ELKINS], and if it would make any difference in the 
result of this vote I should of course feel compelled to withdraw 
my vote. But as it does not make any difference in the result, 
I shall let my vote stand. 

J\Ir·. HEYBURN. I should like to make a parlimnentary 
inquiry. 

'l'he YICE-PRI<JSIDEX'I'. The Senator will state it. 
Mr. HBYBUHN. Should pairs count on a vote. of this kind, 

which -requires a majority of two-thirds? It seems to me this 
is an exception to the rule. 

The VICE-PRESIDENT. The question of pairs is not for the 
Chair to determine. 

llfr. BACON. A majority of two-thirds is not required in the 
case of an amendment. 

Mr. l\IOXEY. I belieye it has been i·uled repeatedly that in 
the intermediate stages of an amendment to the Constitution 
only a majority is requisite. 

The VICE-PRESIDENT. The Chair thinks that is so, but 
that "·as not tile question that was asked of the Chair. 

llfr. GALLINGER. Let us have the regular order. 
'l'he VICE-l'HESIDEXT. 'l'he question asked of the Chair 

was whether pairs should count. · The Chair understands it is 
not for the Chair to determine whether a pair shall or shall 
not stand. 

liir. 1110XEY. The Chair is right about that. It is a matter 
of agreement between two Senators whether the pair stands or 
not; and that agreement is not liable to be reYiewed l.Jy any 
other party. . .· 

The result was announced-yeas 30, nays 46-as follows: 

Bacon 
Bailey 
Bankhead 
Borah 
Bristow 
Chamberlain 
Clapp 
Cul!Jerson 

Aldrich 
Beveridge 
Bourne 
Bradley 
Briggs 
Brown 
BurJ.;ctt 
Burnham 
Bunows 
Burton 
Carter 
Clarl,, Wyo. 

YE.AS-30. 
Cummins .Jones 
lla vis La Follette 
Fletcher :McEnery 
Fostc;· l\Ioney 
Frazier .::\"ewlands 
(}ore Overman 
Hughes Owen 
Johnston, Ala. Hayne1• 

Crane 
Crawford 
Cullom 
Curtis 
Daniel 
Depew 
l>ick 
llillingham 
l>ixon 
duPont 
Flint 
Frye 

NAYS-4G. 
Gallinger 
Gamble 
Gugg-enheim 
Heyburn 
.T ohnson, N. Dak. 
I~ean 
~lcCumbe1· 
::l!artin 
Xelson 
Xixon 
OliVCl' 
Pag-e 

NOT VOTI::\'G-lG. 

~f!~tns 
Smith, S.C. 
Stone 
'J.'aliaferro 
'l'aylor 

Penrose 
Perkins 
Hoot 
Scott 
Smoot 
Stephenson 
Sutherland 
'Yarner 
'Varren 
·wetmore 

Bra nc1egec Dolliver Lorimer Richardson 
Bulkeley Elkins l\IcLauriu Smith, Md. 
Clarke, Arlr. Hale Paynter Smith, Mich. 
Clay Lodge Piles 'l'illmau 
· so Mr. BAILEY's first amendment was rejected. 

The YICE-PHESIDEN'l'. The Secretary will report the next 
amendment offered by the Senator from Texas. 

'l'he SECRETARY. In line !.l, after the word ''incomes" and the 
comma, insert the words " and may grade the same " and a 
comma. 

'l'he VICE-PRESIDEX'l'. The question is on agreeing to that 
amendment. 

J\Ir. BAILEY. :31r. President, I am .satisfied that this amend
ment will be Yotell down; and votin~ it down would warrant 
the Supreme Court in hereafter saying that a proposition to 
authorize Congress to levy a graduated income tax was rejected. 
And although I do not l.JelicYe it would be rejected upon any 
except a rather l.Jlind political reason--

J\Ir. III~YBUHX. I call for the regular order. 
Mr. B~I..ILEY. I clo not intend to allow that to occur, aml 

I withdraw the amendment. 

The YICE-PHESIDEXT. The Senator can not withdraw his 
amendment except by unanimous consent after the yeas and 
lHlYS haYe been ordered. 

5rr. BAILEY. I did not know the yeas and nays had been 
ordered on that amendment. 

The YICE-PHESIDEN'l'. They have. 
Mr. BAILEY. I think not. 
1\fr. ALDHICH. I think there will be no objection to that 

course, l\Ir. President. 
The VICE-PRESIDEXT. The Chair so understood. How

ever, it is Yery easy to soh·e the difficulty. Is· there objection 
to the Senator from Texas withdr:1wing his amendment? The 
Chair hears none. The Senator from Texas withdraws his 
amendment. 

The question now is upon the amendment offered by the· 
Senator from l\Iississippi [l\Ir·. McLAURIN], which the Secretary 
will again report. · 

The SECRETARY. Amend tile joint resolution by striking out 
all after line 7 and inserting the following: 

'!.'he words "and direct taxes," in clause 3, section 2, Article I, 
and the words "or other direct," in clause 4, section 9, Article I, of 
the Constitution of the United States are hereby stricken out. 

The VICE~PRESIDENT. The question is on agreeing to the 
amendment. 

The amendment was rejected. 
Mr. BRISTOW. I desire to offer as a substitute for the joint 

resolution the matter which I send to the desk. ~ 
'l'he YICE-PRESIDEXT. 'l'he Senator from Kansas offers 

the following substitute for the joint resolution. 
The SECRETARY. Joint resolution offered by Mr. BRISTOW as 

a substitute for Senate joint resolution No. 39, Sixty-first Con
gress, first session. 

l\Ir. ALDRICH. I ask that the substitute be read, subject 
to objection. 

The Secretary read as follon·s: 
Joint resolution ofl'e1;ed by Mr. BRISTOW ·as a substitute for Senate 

joint resolution No. 39, Sixty-first Congress, first session. 
Joint resolution to amend the Constitution. 

Resolred by the Senate an<l House of Rep•·cscntatives of the United 
States of A•ncl"ica in Congress assemble<! (t!co-thi•·ds of each House con
cun·ing thc•·ein), That the following section be submitted to the legisla
tures of the several States, which, when ratified by the legislatures of 
three-fourths of the States, shall be valid and binding as a part of the 
Constitution of the United States: 

"'l'he Congress shall have power to lay and collect direct taxes on 
incomes without apportionment among the several States according to 
population." 

•rhat section 3 of Article I be so amended that the same shall be as 
follows: 

"_o\.UTICLE I. 

"SEc. 3. That the Senate of the United States shall be composed of 
hvo Senators from each State, who shall be chosen by a direct vote of 
the people of the several States, for six years; and the electors in each 
State shall have the qualifications requisite for electors of the most 
numerous branch of the state legislatures; and each Senator sl!all have 
one vote." 

llfr. ALDRICH. I make the oame point of order in relation 
to that amendment. 

The VICE-PRESIDENT. The joint resolution is not offered 
as an amendment to anything that is pending. 

Mr. ALDRICH. It is not offered? 
The YICE-PHESIDENT. It is not offered as an amendment 

to the pending joint resolution. 
l\fr. ALDRICH. '!.'hen, I object to its presentation. 
The VICE-PTIESIDEN'I'. It is not in order. 
Mr. BRISTOW. I offer it as a t~ubstitute for the pending 

joint resolution. 
The VICE-PHESIDENT. But the joint resolution expressly 

says that it is offered as a substitute for joint resolution 
No.39. 

Mr. BRISTOW. 'l'his is No. 39? 
The VICE-PRESIDENT. It is not. 
l\Ir. ALDRICH and l\fr.- GALLINGER. Hegular order! 
1\Ir. BEVERIDGE. Let us lun·e the regular order. 
1\Ir. BRISTOW. l\Iay I ask "'hat is tile number of the pend

ing joint resol ntion? 
'I'he VICE-PRESIDENT. No. 40. 
1\Ir. BHISTOW. I ask to change the substitute to No. 40 in-

stead of No. 3D. 
'rhe VICE-PHESIDENT. The change will be made. 
l\fr. ALDRICH. I make the point of order against it. 
l\lr. BRIS'I'OW. What is the ,point of order? 
Mr. ALDRICH. I make the point of order that it covers mat

ters not included in the agreement, and that under that agree
ment--

The VICE-PRESIDENT. The Cilair sustains the point of 
order. 
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go nnd ask Ute Senator from New York. '!'his is not a suit, 
1\fr. President, against the Go1·ernment. '!'hat is a perfectly 
corred propusiti<in. '!'here is nothing new about it. In this 
line of cases eourtH lmYe oyer and oYer again passed upon the 
provosition that when the Government vermits a suit ngainst 
itself it may regulate the condition upon which the suit is 
brought. 'l'his js not a suit against the Govermnent. 

Mr. ALDRICH. How does the dissatisfied importer get his 
monev back'! 

1\Ir: HAYNER. 'l'his is not getting llloney back. The Senatot· 
does not understand the Ia w that he has frallled. 

1\Ii·. ALDHICH. I think I do. 
1\Ir. RAYNER. Absolutely not. 
1\Ir. ALDRICH. Let us look at it in a practical way. 
1\fr. RAYNEll. Let us look at it in a legal way; I do not 

care about the practical way. 
1\fr. ALDHICH. I trust the practical way is the legal way. 

The illlporter is asses.sed a duty by the Board of General Ap
praisers in New York upon a certain classification. He js 
obliged to pay the duty, and he can not get that llloney !Jack 
except by bringing a suit against the collector. If dissatisfied, 
he must appeal frolll the decision of the collector. He becomes 
a party to the controversy and he becomes a party under the 
conditions which the United States fixes. 

1\fr. RAYNER Of course the Senator is arguing something 
that nobody is arguing at all. I am arguing criminal juris
"diction here under this statute, and the Senator is arguing 
about the importer paying money. 1\Ioney seems to be upon 
the mind of the Senator all the time. I am arguing for per
sonal liberty. 

Mr. ALDRICH. 'l'he Senator knows us well us I do that 
neither the Board of General Appraisers nor the circuit court 
or the court to be created by this act has any criminal juris
diction. We are not proposing to give this court any criminal 
jurisdiction. 'l'he Board of General Appraisers have no crimi
nal j IH.lisdiction. 

Mr. RAYNER. If the Senator will sit down he will enlighten 
the Senate by his silence. 

Mr. ALDRICH. Does the Senator from Mary.land contend 
that either the Board of General Appraisers or this court haYe 
any criminal jurisdiction? 

Mr. RAYNER. I have said there is not a lawyer here who 
believes that. · 

The Senator from Texas [1\fr. BAILEY] has just arrived. The 
Senator from Rhode Island said in the absence of the Senator· 
from Texas that the Senator from 'l'exus had clearly examined 
this measure and pronounced it to be constitutional. If the 
Senator has .done that, I should like to hear him upon that 
subject. 

1\Ir. CLAPP. 1\fr. President, while I think many of us 
thoroughly understand the point the Senator is making, I am 
going to take the liberty of suggesting that to those who may 
not be lawyers he has not made it entirely J)lain. 

I am going to say, with the Senator's pardon--
1\fr. RAYNER Does the Senator mean that I have not made 

it plain to the Senator from Rhode Island? 
1\fr. CLAPP. Well, to a great many Senators. There are a 

great many Senators who are not lawyers. 
1\Ir. RAYNER. What does the Senator want me to make 

plain? Can the Senator make it any plainer? 
Mr. CLAPP. I do not think I can; but I think the Senator 

from Maryland can make it plainer. 
Mr. RAYNEit. In what way? 
Mr. CLAPP. If the Senator will paruon me--
1\fr. RAYNER. Certainly. 
1\Ir. CLAPP. The Senator is discussing this questfon as he 

would discuss it in court, upon the assumption that the court 
took notice of tile general principles and practice; but the Sena
tor ought to remember thnt, in a measure, he is discussing it to 
laymen. I merely make the suggestion to the Senator, that he 
can nwke the proposition plainer to those who may not be 
lawyers .. 

Mr. RAYNEll. If I haye not made this proposition plain, it 
is not within my ability to make it any plainer. I will permit 
the Senator from Minnesot:t to make it plainer. 

Mr. CLAPP. It is certainly plain to lawyers. 
1\fr. RAYNI<;R. You can not make a legal proposition plain 

to laymen. You see that by the Senator from Rhode Island. 
There is a gentleman with as astute an intellect as there is in 
t)lis body. If I can not explain it to him, how is it possible 
to explain it to anybody else? The Senator was not here when 
we were discussing this question. You have not heard the 
whole of this discussion. The truth is, Senators go out and 
then come in and expect a Senator to repeat everything he has 
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said. I do not propose to do it. This is the longest speech I 
have made since I lmvc been in this body, and I bave gone over 
the proposition. I covered the first proposition; that any lay
man can understand. The proposition is that in a suit above 
$20, on the question of fact, a lllan has a right to a jury trial.· 
!<;very layman understands that. 'l'he Senator from Idaho [:Mr. 
BoRAH], for whose legal opinion I have great respect, says he. 
thinks I am wrong about that. The Senator from Rhode Island 
need not shake his head. Now, never mind, :Mr. President--

1\Ir. ALDRICH. It is a self-evident 'fact, evidenced by the 
experience of this country for twenty years, without a single 
exception, that the Senator is wrong. , 

1\Ir. RAYNER. That is the same old thing again. I repeat, 
in the presence of the Senator from Texas, we had one hundred 
years of experience under the income tax, and decision after 
decision held it to be constitutional; and after a hundred years 
the Supreme Court pronounced it unconstitutional. No lawyer 
who understands his profession will assert the proposition that 
because there has been a bad practice that makes good law. 
Your practice may have been wrong. This question has never 
been discussed before in this body; and notwithstanding the 
practice, notwithstanding the Senator from Rhode Island, not· 
withstanding the preparation of this law by the Cabinet, I hold 
that, for the reasons I have given and especially. for the reasons 
that I am now giving, it is but an unconstitntionallaw. 

1\Ir. ALDRICH rose. 
1\Ir. RAYNER. Let me finish. 
1\:lr. ALDRICH. Let me say a word. 
1\fr. RAYNER. I can not stop you. 
l\Ir. ALDRICH. 1\Iy proposition is that the universal and 

unbroken practice--
1\Ir. RAYNER. The same thing again, "universal practice." 
1\Ir. ALDRICH. Of the country shows conclusively that if 

the litigants who have taken advantage of this situation had 
been entitled to a jury trial they would have had it, and the 
fuct--

1\fr. RAYNER. 1\Ir. President--
l\Ir, ALDRICH. Wait a minute. The Senator from 1\Iary-. 

land will let me make a statement. 
1\Ir. RAYNER. But not such an irrelevant statement as 

that. 
l\Ir. ALDRICH. I say that the unbroken practice and experi

ence of the United States for twenty years, -if there were no 
other reasons, show that the Senator from Maryland must be 
wrong in his statement, and it needs neither the ignorance of a 
layman nor the intelligence of lawyers to convince any man 
"~Yho has heard his argu!llent what his misgivings are upon the 
subject, because he says himself he doubts whether he is right 
or wrong. His misgivings have no foundation whatever. 

1\Ir. RAYNER I think the Senator would have come out 
much better if ile had kept his seat to-day. 

1\fr. ALDRICH rose. 
:\Ir. RAYNEH. Now will the Senator permit me to finish? One 

can not argue a legal question with a gentleman who admits that 
he knows nothing about law; that he never studied it; and neither 
is it his profession. You might as well bring in an astronomer, 
a fortune teller, a geologist, or a physician, or anybody else, to 
argue a question of law with me. You do not see the Senator 
from New Hampshire, Doctor GALLINGER, get up here and argue 
this question. '.rhere is not a layman in this body, except the 
Senator from Rhode Island, who has intruded into this discus
sion, for they all ap1wecia te the fact that this is a legal and a 
constitutional argument, and I hu ve devoted the study of years 
to these questions, arguing them with lawyers, the best in the 
land; but the Senator from Rhode Island can not argue this 
question at all. 'l'here is only one point he makes all day 
long-" this has been the prnctice." Does not" the Senator from 
1\Iuryland" know that ""!:his has been the practice?" I do not 
care what has been the practice. The question is, Is it a 
valid practice? Is it a constitutional practice? 

I am glad the Senator from Texas [llfr. BAILEY] is here. I 
will read this section over again, and I want to see if the 
Senator from Texas thinks it is good Ia w. He may so think, 
or he mas not agree with me. I do not know. 

l\Ir. BAILEY. Before the Senator--
The VICE-PRESIDE~'!.'. Does the Senator from Maryland 

yield to the Senator from Texas? 
1\fr. RAYNER. I referred to the Senator from Texas. I 

should not have <lone so if the Senator from Hhode Island had 
not referred to J.lim in terms, and stated that he bad approved 
of this law. 

The VICE-PRESIDEN''.r. Does the Senator from Maryland 
yield to the Senator ft:om 'l'exas? 

1\Ir. RAYNER. Certainly. 
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A hill ( S. 2fl40) ~ranting an incrt'ac;e of pension to Daniel B. 
Morri~; to tlw Colllmittec on Pensions. 

By Mr. BOitAH: 
A bill (S. 2D30) granting an increase of pension to David E. 

• lmws (with accompanying paper); to the Committee on Pen
sion~. 

By Mr. MONEY: 
A bill ( S. 2931) for the relief of the estate of Stephen Herren 

~(with accompanying paper); and 
A hill ( S. 2!1[)2) for the reJi(•f of the estate of Stephen Herren; 

to the Commit tee on Claims. 
By l\Ir. BEVEHIDGE: 
A bill ( S. 2933) granting an increase of pension to Peter 

Harmon (with ar<:ompanyiug papers); and 
A bill ( S. 2flil4) granting an incrf'ase of pension to Charles N. 

Taylor (with accompanying papers) ; to the Committee on 
Pensions. 

I!Ot:'SE lliLL REFERRED. 

II. R.11il72. An nd to nutlwrizo 1lw construction, mnin
tenance, and operation of vnrious bridges across and o\·er cer
tain navigable waters, aml for other purposes, was reacl twice 
by its title and referred to the Commit tee on Commerce. 

BRIDGES OVER NAVIGABLE WATEBS. 

!Ur. CLAPP submitted an .amendment intended to be proposed 
by him to the bill (H. R. 11572) to authorize the construction, 
maintenancf', and operation of various bridges across mHl oyer 
certain navigable waters, and for other purposes, wllich was 
referred to the Committee on Commerce and onlerccl to be 
printed. 

TAXES ON INCOMES. 

- Mr. BROWN. I suhmit a concurrent resolniiou for \Yilich I 
ask present consideration. 

The concurrent resolution ( S. C. Hes. G) \Yas read, as fol!O\YS: 
Senate concurrent rcsolntion G. 

Rcsolrerl !>y the Senate (tlw IIouse of Rcprcsrntaiire8 concu1Tilli/), 
That· the Presitlent of the United States llo re<JM"tcd to trnnsm1t 
forthwith to the executives of the seyeral States of the rnit<'d States 
copies of the article of amendment proposNI by Conp;resR to the state 
lcgislaturcR to anwnd the ('onslitntion of the T:niled StatPs, pnssP<l 
July 12, lflO!l, respecting the JHHVPr of CongrcRs to lay und collect 
taxes on ineomcs, to the f'nd that the Haid ~Hatf'~ may vror0ed to ~ct 
upon the said article of amendment; and that he rNruest the exccutrve 
of each State that may ratify said amendment to transmit to the 
Secretary of State a certified copy of such ratification. 

'l'lle VICE-PHI<JSIDB::'\'1'. Is there ohjertlon to tile present 
consideration of the concurrent n•fiolution'! 

Mr. KEAN. Mr. President, I call the attention of the Senate 
to the unnnimons-conseut agreement uncler which we arc meet
ing. I Hhonld lik<' (o ]Ja\'e it r<~tHl. 

Mr. BltO\VX. I will say to Uw t'Pnator from ?\Pw .Jersey 
that this i~ not IPgi;;!atinn. It is ~impJ~- the formal and usual 
resolution callin.t; ll]lon the ExPi'Utin~ to ;.:ulnnit to the se\·eral 
SUctes the joint re~olntion lWOJ.lo~ing an amendment of the Con-
stitution. · 

l\Ir. BACOX. I siJOnl<l like to suggest to the Senator from 
J'\cw ,Jersey that tlw ngre<•nwnt to \Yhich lw refers can not 
possibly rei a tc to hnsinp;.:s whidt the Sem1tc has alrea<ly taken 
np. It might relate to it if it ,,·pre >lll original vrovosition, and 
if the question were wlH'tllet· we ;o:houhl proceed to a matter of 
legislation; !Jut the SPnate !Jnying vassl'tl the joint resolution, 
everything ncce~~nr~· to pffPctuate it is in order and is not in 
contraYention of the agn•emPnt proYiously made. 

1\Ir. S).IOCrr. I ca 11 the Sl·nator's attention to the agreement, 
which rca<ls: 

It is ngrePd l1y nnrrnimnnR cons0nt that the RC'nate 'vill atljourn fro!l1 
lim~ to time for thn•o day" at a tim<' unr.il the confet·cnce. report IS 
ready upon till' \1ill (I L H. u:;s) "to rn·oyHle n·velllH', e!.{ualtzc dnttes, 
and encourage the intluHtTiP~ of i hf' rnited !·Hates. and for. other pur~ 
poses." and th:tt no lm:-;inrss fihall be tran~nt'lr<l rrt.ihe sesswns of tJ~c 
Ken ate priOI' to t lH~ l'(~poi't o( the c•oniet·0n('(~. comn1ltt~e upon. the s~ud 
11ill other tllnn tlH' trnur-;adwn of the I'OtJUne morn1up; bu:-5mess and 
the' con~ideraiinn of 1 he llP!icien<'y appropriation hill now pending in 
the House of ltrprPsent<t!ivrs. 

J\Ir. BHOWX. 'J'Ilis is routine morning business, so that the 
agreement wonl<l !lol apply (() it. It r<'lntPs to a formal pro
ceeding mmle nPce~~ary hy the ac·tion of Congrt'SS. 

The YICl~-l'IU.;~IDI<;:\''1'. If it is routine morning business, 
it can not be consillc·red this morning in the face of an objec
tion. If an objection is llltHlP, it will lwn~ to go OYPr. 

l\Ir. BHOWN. I haYe not hc'anl any objection made. 
Mr. KEAN. DmlPr the unanimous-consent agreement the 

concurrent resolution is not in order. 
'l'he VICE-PHBSTDEXT. 'J'hc Senator from New Jersey ob

jects, and the conc1Lrcnt resolution goes over. 
Mr. STONE, At the last meeting of the Senate the Senator 

from Virginia [l\Ir. :\IARTIN] reported a bridge hill and asked 
unanimom; consent to lmYe it paHsed. 'l'he Senator from 1\Ias~a
chusetts [:i\Ir. LoDGE] calle(l attention to the unanimous-consent 
agreement, and the Chair ruled that it was not in order to rmt 
tl..te bill on its passage . 

l\Ir. BACOX. I sugge,;t to the Senator from J'\Pw .TersPy that 
if his contention is correct, it would not be in order e\'en for 
the Chair to lay before the Senate a joint resolution requir
ing his signature. The unanimous-consent agreement can not 
possibly relate to doing whatever may he necPssnr:v to effectuate 
what has already been <letcrmined upon by Congress. 'l'l!c two 
Houses passed a joint resolution. It is not proposed to allll to 
that joint resolution in any particular, but simply to make it 
pffcctivc. It is not au independent piPce of kgislation; it is 
not an inclcvcmlcnt proposition; antl it ;;trik<'S me that it is no 
more objectionable to the unanimous-consent agreement than 
"·ou!a be the laying of a joint resolution before the Senate with 
the statement on the part of the Chair that the joint resolntio)l 
had rPceived the signature of the Viee-Presidcnt. 

'l'hc YICE-PHESIDI~X'i'. The Chair lws not passed upon 
that question. The Chair has simply ruled that under an ob
jection the resolution must go over in any CYPnt. 

l\ir. (HJLBEHSOX. I invite the a ttPntion of the Chair to the 
fact that the Senator from Kew Jers<'Y dicl not oh.iPd g<'ll<'rnlly 
under the rule, but he put it upon the gronncl that the rp;;oln
tion is contrary to the unanimous-consent agreement. 

The VICE-PRESIDENT. The Chair thinks the objeetion 
controls, no matter whnt ground leads the Senator to object. 
'l'he concurrent resolution goes over. 

RETIRE::,IENT OF EMPLOYEES. 

Mr. CTi?IDIIXS. I ask unanimous consent that an ordPr be 
made for a r<·print, for tile usc of the Committee on Civil Nerv
ice aml Hctn~nclnncnt and the Senat<', of the hill (S. 1944) for 
tlw retirenwnt of emplo~·ees in the classified civil service. 

The YICE-PHESIDR:-\T. Is there objection to the request 
of the SPnator from Iowa'! 

).[r. Sl\lOOT. I should like to ask the S<•nni'or from Iowa 
the cost, or the approximate cost, of the printing'? 

).fr. CT').DfiXS. I do not know. 
).{1·. N:\IOOT. Of cour~r, we han~ already giYen notice that 

we shall object i'o any clocunwnt~ lJC'ing- printed unless the mat
ter is refe-rred to the Committee on Printing. 

l\Il'. CU).DHJ'\S. I am perfectly willing that it shall be re
ferred to the Committee on Printing. 

).Ir. S:\IOOT. That would be the \Jest eoul'SP. I will assure 
the Senator that \ve shall take tile matter umlel' consideration 
11rompt!y. 

::\Ir. HEYBT_iRX. I have heen absent one meeting, and I 
slwuld like to inquire who has given notice that they will re
quire matters presPnted !Jy Senators to take a eertain course. 
The Senator ~Says "we hRvc Rlreacly gin~n notice." I am cu
rious to know who gave the notice. 

Mr. :'{\IOOT. 'l'he Commit tee on Printing haYc these matters 
in cllargl'. and thPy <l<~ddetl t.lwt t.lw proper cour~e to pnn:ne is 
to lla ve all requests for printing referred to the Committee on 
Printing. 

).Jr. IlEYBTJHX. It strikes me that the Committee on Print
ing might very "·ell take notice of the rights an(] privileges of 
the Senate nn<l of Senators in this matter. 'l'llc rules f'ay 
what shall go i.o the committee :nul what shall not. 'l'he Com
mittee on Printing are not standing at the gate here with a 
flaming sword to sec what shall go through. 

::\Ir. S~IOOT. There is no such purpose, I assure the Sen a tor, 
on the part of the Committee on Printing, but simply, as all 
expenses of printing are to be passed upon by thnt commit
tee--

::\Ir. ngynunN. 1\Iy objection is to the use of the \Yorcl 
"we;" that "we" lmYe done tllis ancl "we" have done that. 
I am not inclined to he factious, lmt it is a lJad habit to get into, 
\Ve arc all "we's" here. 

l\Ir. S).IOOT. That may be true; but--
l\Ir. KEAX. I think the Seuntor from Utah tloes not mlder

stand the request of the Senator from Iowa. It is to htwe a 
reprint of a bill. 

l\Ir. Sl\IOOT. Then I \viii withclraw any objection to it. 
Mr. KEXX. It is not a rcqtwc:t for the printing of a docu

ment, !Jut merely for the reprint of a bill. 
:i\Ir. 8).100'1'. I haYC no objection to that. 
There being no objection, the orcler was reiluced to writing, 

and agreed to, as follows: 
Ordered, That !'!Jere be printed 2,(•00 a<ldit.ionul copie" o! the bill (S. 

Hl44) for the retirement of employe<'" in the dnssitle<l civil sct"vice, 
1,000 copies for the usc of the Committee on <'il'il S<'l'VIce and ne
trenchmcnt and 1,000 copies for the use of the SPn:tt" document roum, 
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Mr. BAILEY. I wanted to say that the Senator from Min
nesota in his question at first asked if it bad been considered as 
presumptive evidence o.f guilt. Of course, if he means in a 
criminal proceeding, no. 

Mr. ALDIUCH. No. 
Mr. CLAPP. That is what I meant. 
1\Ir. BAILEY. It can not, in ruy judgment, be used in that 

way safely, although I say that with some reluctance, in view 
of a recent line of decisions in some of the States which have 
been trying to enforce their prohibition la"·s. It has been held 
that the mere possession of liquor was prima facie evidence that 
it was held for the illegal purpose of selling it. But that is 
going a long way. 

Mr. CLAPP. Yes; but that does not go so far as this provi
sion goes. 

Mr. BAILEY. I think if this provision be read carefully-! 
ha,·e read it hastily here-it will be seen that the farthest it 
can be used is in proceeding to forfeit . 

.1\Ir. ALDHICH. · That is what I was going to say. That is 
the precise question; It is used for the purpose of working a 
forfeiture, and nothing else. 

Mr. CLAPP. The Senator from Rhode Island says that this 
is a substantial copy of existing law. I want to point out that 
a very little difference in language might make a very great 
difference in legal effect. The provision contains this language: 

And in any legal proc8eding that may result from such seizm·e---
A legal proceeding that might result from such seizure might 

be a criminal prosecution. If ·the Senator from H.hode Island 
is right about that, then the law is good, but if the Senator from 
Maryland is correct--

J\fr. ALDHICH. That is my understanding of the law. 
1\fr. CLAPP. The law is absolutely void. 
l\Ir. HAYNER. I should like to ask the Senator from Minne

sota if a criminal proceeding is not a legal proceeding? 
l\Ir. CLAPP. That is what I have stated. 
1\Ir. ALDIUCH. It may be a legal proceeding, but it is not 

a legal proceeding for the forfeiture of goods. 
. l\fr. CLAPP. This is not limited to proceedings for for

feiture. 

l\It-. HEYBURN. They have not been so construed. 
l\It·. BAILEY. That they have not been so construed is the 

only way to save the provision from the objection which the 
Sen a tor from l\la ryland and the Senator from Minnesota both 
make to it. Of course, if the langauge has been construed, 
then it is well enough to leave it; but if it has not been con
strued, except by no attempt to enforce it in criminal cases, 
I think, as a matter of proper caution, we ought to confine it 
so that it could not be invoked, or attempted to be invoked, in a 
criminal proceeding. 

Mr. HEYBURN. The cases are not tried in the same court. 
J\fr. BAILEY. I understand that. 
l\Ir. HEYBGRN. The criminal proceedings are tried in a 

court having its own independent rules of procedure. 
l\fr. HA YXER. Are there any cases on the subject, I ask the 

Senator from Idnho? · · · 
l\Ir. HEYBURN. I have sent for mv notes on the criminal 

code which we enacted; I may probably be able to refer the 
Senator to 'some authorities. I do not care to speak offhand, 
although I may b.-now them. . 

l\fr. ALDHICH. Mr. President, I shoul'd like to say to the 
Senator from Texns that If there is any change that he can sug
gest that will make the language perfectly clear, I should be 
glad to ha>e him do so. There never was such an intention as 
has been expressed here and no such purpose. 

J\fr. BAILEY. Yet to anybody reading the language for the 
first time it would naturally occur that it might be broad 
enough to include that. But, Mr. President, I ha>e no hesita
tion in saying that I know probably less about criminal law 
than any lawyer on this floor: I have never practiced it. 

l\Ir. SUTHERLAND. I have just a word to say, and then I 
will yield the floor. The Senator from Maryland [1\fr. RAYNER] 
would be entirely correct if this provision should be applied to 
criminal cases. I do not think there could be any doubt about 
that at all, because under the Constitution every person accm;ed 
of crime is entitled to be confronted by the witnesses agaihst 
him; but I think it is quite clenr, from a consideration of the 
proviso, that it does not apply to a criminal case, and can not 
by any sort of construction be held to apply to a criminal case. 
After the preliminary portion, the language of the proviso is: Mr. ALDHICH. It relates to forfeiture, and nothing else. 

Mr. CLAPP. No; if the Senator will just permit me a roo- Such entry shall be held to be presumptively fratJdnlent, and the col-
lector of customs shall seize such merchandise and proceed as in ease 

ment, it reads: of forfeiture for violation of the customs laws-
And in any legal proceeding that may result- By that phrase the collector of customs is directed in this 
Not for forfeiture, but- event to proceed as in the case of forfeiture for the violation 

from such seizure, the undervaluation !l.S shown by the appraisal shall of the customs laws-
be presumptive evidence of fraud. And In any legal proceedings that may result from such seizure. 

Then it goes on- Plainly and manifestly referring to the preceding clause, 
And the burden of proof shall be on the claimant to rebut the same. which has reference to an action for forfeiture. So that it 
When? Clearly only when the claimant is seeking a recovery. seems to me there is no nee:i of any amendment. It is per-

If the Senator from Maryland is correct, that in any legal pro- fectly apparent that the provision only applies to that sort of 
ceeding this shall be presumptive evidence of fraud, I think action. 
anyone will agree with me that that would not be a valid Mr. MoCUl\fBER. Right there I want to call the Senator's 
enactment. · attention to the fact that there is no criminal procedure that 

l\Ir. HEYBURN. l\fr. President-- originates or could originate from the seizure. 
'l'he VICE-PRESIDENT. Does the Senator from Minnesota l\Ir. SUTHERLAND. No. 

yield to the Senator from Idaho? l\Ir. McCUMBER. No crime is bat=:ed upon anything that per-
Mr. CLAPP. 'Vith pleasure. tains to the seizure, hence no criminal procedure would arise 
l\fr. HEYBURN. I think that is the existing law, and has from that seizure. 

been for nineteen years. I have just compared the language. 1\Ir. SUTHERLAND. The Senator is right about that. The 
l\Ir. ALDHICH. It is the same language. phrase "in any legal proceeding that mny result from such 
Mr. HEYBUHN. 'l'ake page 5 of the existing law. As I have seizure" plainly has reference to the particular legal procedure 

It here, that provision-- . which is mentioned in the clause preceding. 
l\Ir. ALDHICH. Not a single "lvord or syllable is changed l\lr. HOO'l'. Illr. President, the Senator from Utah has made 

from the law as it hns been since 1800. the preci~e sug?;estion which I rose for the purpose of making, 
J\fr. HEYBURN. As I ha•e stated, I have just compared the that the only legal proceeding which will arise from the seizure 

language. will be a claim. 
J\Ir. CLAPP. I want to say that the only escape from it 1\fr. RAYXER. I should like to ask the Senator from Kew 

would be that the language, taken together, would not make York whether a proceeding for the forfeiture of a man's prop
this evidence in a proceeding against the claimant on the part ert:v is a criminal procedure? 
of the Government. i'ir. ROOT. It may be, and it may not be. 

l\fr. ALDRICH. I was one of those who prepared that enact- Mr. RAYNER. If it may be, then the clause is illegal. 
ment originally, and I certninly never bad any such idea or Mr. ROOT. But in contemplation of law, when there has 
contemplated that it could be possibly construed in that way. been a violation, upon which a forfeiture is visited, the title 
It was only intended, of course, to cover procedure for for- vests immediately in the Government, and all persons claiming 
feitnre. the property arc put to their aflirmativc proceeding to seeure 

J\Ir. RA YNEH. One line will amend it, and why not do so? possession of it. It bas been time out of mind, it has alwnys 
Mr. HEYBURX It has never been construed as suggested been. so far as I know, the practice of this Government to de

by the Senator from Minnesota [:IIr. CLAPP]. The construction I termine the rules of evidence upon which such an affirmatiYe 
that the courts have placed upon it is that when an independent proceeding against the officers of the Government could be 
criminal proceeding is commenced, it proceeds under the ordi- maintained, and to impose the burden o~ proof upon the claim

' nary· rules of cYidence; but this is only as applied to the pro- ant. 
visions of this bill. The language that is referred to here is taken directly from 

J\Ir. BAILEY. The Senator from Maryland and the Senator the act of 1SDO. It does not change that language, and that Inn
from l\Iinncsota are both right, if those words can be construed guage in turn simply states the law as it had existed before, :o;o 
to include a criminal procedure. far as I am able to ascertain it; and it is by no means an 
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isolated case. There are many instances in which similar provi
sions of law establishing rules of evidence have been enacted by 
the Congress of the United States. 

For example, under the old smuggling statute, the law which 
makes the importation of goods contrary to law a criminal pro
cec-xUng and creates liability to forfeiture of goods or forfeiture 
of double value, the provision was, and I dare say still is, that 
the possession of goods which have been imported contrary to 
law shall be presumptive evidence of a knowledge on the part 
of the possessor that the goods which he possesses were im
ported contrary to law. It will be seen that that provision, 
under which the person's goods may be forfeited, or he may be 
sued for double their value, throws the burden of proof upon 
him to show that he had not knowledge of their importation con
trary to law. I refer to that as an analogous exercise of power, 
because I know the law in question went to the Supreme Com:t 

_of the United States in the case of United States v. Claflin. 
. While I am on my feet let me first congratulate the Senator 
from Maryland [Mr. RAYNER] on the perfectly beautiful time 
he has been having. I have never known a more safe or more 

_sane Fourth of July, and I hav.e never known an address upon 
this inspiring day which gave more delight and joy to the 
auditors. .And Iet me follow that heartfelt expression of appre

. ciation and gratitude by a simple statement of what I under
stand this proposed law to do. 

Prior to the year 1890, and still, the decision of the appraisers 
was and is, but for the extension of opportunity afforded by the 
proposed law, final upon the question of value. That does not 
come in question. Prior to 1890 the decision of the collector 
upon the classification of goods, which determined whether they 
were to be classified under a clause fixing one rate of duty or 
another clause fixing another rate of duty, was final so far as 
the question between the Government and the owner or importer 
was concerned. The importer was bound to pay the duty ; but 

·he could pay it under protest, and could then sue the collector 
individually to recover back any excess which he deemed that 
he had been obliged to pay over the lawful rate. Before 1890, 
as I said, those suits against the collector were tried in the 
circuit court of the United States as jury cases. Originally the 
recourse was only against the collector individually. It did not 
concern the Government. The suit was not brought because 
the collector had been acting under the law, but was based upon 

. the theory that he had been acting without the law; that he had 
_been violating the- law. And in order to relieve the collectors 
from the unfortunate consequences of errors in judgment, Con
gress provided that upon a certificate of good faith from the 
court, judgments against collectors should. be paid out of the 

. Treasury of the United States. 
In 1890 Congress provided that there should be an appeal to 

the Board of General Appraisers to pass upon the question of 
classification, and a review upon the question of classification 

_by the- circuit com-t of the United States. That was the first 
time the importer had an opportunity to go up beyond the col· 
lector himself and get a review of that question. 

Section 15 .of the act of 1890 provided: 
That lf the owner, importer, consignee, or agent of any imported 

merchandise, or the collector, or the Secretary of the Treasury, shall be 
dissatisfied with the decision of the Board of General Appraisers, as 
provided for in section 14 of this act, as to the construction of the law 
and the facts respecting the classification of such merchandise and the 
rate of duty imposed thereon under such classification, they or either 
of them may, within thirty days next after such decision, and not after
wards, apply to the circuit court of the United States within the dis· 
trict in which the matter arises for a review of the questions of law 
and fact in>olved in such decision. • * * Thereupon the court 
shall order the board of appraisers to return to said circuit court the 
record and the evidence taken by them, together with a certified state· 
ment of the facts involved in the case and their decisions thereon, and 
all the evidence taken by and before said appraisers shall be competent 
evidence before sald circuit court. 

It appears that under that provision for the past nineteen 
years these questions ha,·e been passed upon by the circuit 
court of the United States reviewing the action of the Board of 
General Appraisers upon a certified record of the testimony 
before the Bom·tl of General Appraisers and a certified statement 
by that board as to the facts. A year ago there 1>as an amend
ment which authorized the court to send the case back for the 

, taking of further testimony_ if they did not find that the facts 
were sufficiently before them upon the e.-idence returned in the 
first instance. 

'l'hat seems to be the present state of the law and the prac
tice, and it seems to have gone substantially unchallenged for 
the past nineteen years. What this bill does is not to create a 
new- kind of practice, but to transier from the circuit court of 
the United States to a new customs court the same jurisdiction 
to pass upon the <IUestions of classification and rate of duty 
in the same way, upon evidence sent to them exactly as it is 
sent to the circuit court of the United States. 

Mr. RAYNER. JI.Iay I interrupt the Senator there! 
Mr. ROOT. Certainly. 
Mr. RAYNER. I will ask the Senator from New York 

where there is any such provision as that in this law? I have 
not seen it. 

Mr. ROOT. In which law; the new law? 
Mr. RAY~'ER. Yes; the new law. 
Mr. ROOT. Look at page 42 of the law, beginning with 

line 9. You will find there an exact reproduction of section 15 
of the act of 1890. It reads:- · · · · 

If the importer, owner, consignee, or agent of lllly Im(X)rted -~r
chandise, or the collector or Secretary of the Treasury, shall be dis· 
satisfied with the decision of the Board of General Appraisers as to t:!le 
construction of the law and the facts respectln:, the classilicatlon of 
such merchandise and the rate of duty imposea thereon under such 
classification, or with any other appealable decision of said board, they, 
or either of them, may, within sixty-day!! next after the entry ot such 
decree or judgment, and not afterwards, apply to the United States 
court of customs appeals for a review of the questions or law and 
fact involved in such decision. 

Mr. RAYNER. May I ask the Senator another q11estion 1 
Mr. ROOT. Certainly. 
Mr. RAYNER. Further over I find tbis language, "and all 

the evidence taken by and before said board shall be competent 
evidence." There is no doubt about that. Does that preclude 
this court from taking any other evidence at all'l Look at 
lines 7 and 8, on page 43. That evidence is competent evidence; 
but it does not preclude the parties from giving any other evi
dence before a court of review, does it? 

1\fr. ROOT. That is the precise language of the act of 1890. 
Mr. RAYNER. It may be. . 
Mr. ROOT. These words also occur in the act of 1890. 
Mr. RAYNER. I can well understand, if the Senator will 

·allow me, why that evidence should be competent evidence, be
cause both parties were present, and were perhaps represented. 
by counsel. and e-verything of the kind. I do not know what 
the practice has been under the act of 1890; but suppose there 
should be some newly discovered evidence of the highest im
portance which had come to light after the decision of the ap
praisers. Th~ Senator from New York will not contend that 
before this court of customs, which is to be the final court, I 
could not produce a witness that would absolutely change the 
decision of the app-raisers? 

Mr. ROOT. No. It appears, however, that even before the 
passage of this act of 1908 the courts had adop-ted the practice 
of sending cases back to the Board of General App-raisers. I 
find in the case of Dieckerhoff, in Forty-fifth Federal Reporter, 
at page 235, that the district attorney and the counsel for an 
importer united in an application to the circuit court to send 
the matter back in order to get a further return from the Board 
of General Appraisers. The same thing was done in the case 
of Blumlein and a number of other cases in the same volume, 
at page 236. The law then goes on, using the same words as 
the act of 1890, to declare that-

The decision of said court of customs appeals shall ·be final, and s~ch 
cause shall be remanded to said Board of General Appraisers for fur
ther proceedings to be taken In pursuance of such determination. 

That, again, merely reproduces the provisions of the act of 
1890, substituting the court of customs appeals for the ordinary 
circuit court. I apprehend that the question of constitutionality 
does not arise here upon the terms of the proposed statute. It 
seems to me there is no doubt whatever that it Is competent 
for the Goyernment in all proceedings as between itself and an 
importer to say that the decision of such a tribunal shall be 
final, and end the matter there. That is essential to the efficacy 
of proceedings for the collection of taxes. 

While it is a subject I have not examined, there may still be, 
outside of the limits of this legislation, by force of the opera
tion of the Constitution, a right on the part of the importer 
or the owner to bring suit for the recovery of money exacted 

·from him without warrant of law, just as he could bring suit 
under the old act .of 1883 when money had been exacted from 
him without warrant of law by the collector. I do not think, 
however, that that question is one which arises upon this 
statute. 

Mr. RAYNER. Would he not be entitled to a jury trial in a 
case of that sort? 

Mr. ROOT. Undoubtedly he would. 
Mr. RAYNER. If you will give him a jury trial under this 

amendment, I will withdraw my objection. 
Mr. ROOT. But this amendment does not relate in any way 

whatever to that proceeding. 
Mr. RAYNER. Let me ask the Senator from New York

because this is an entirely different argument from that con
ducted by the Senator from !thode Island, and 1Ve have gotten 
more in two minutes from the Senator from New York than 
we have from all these interruptions of the distinguished Sen-
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ntor from Rhode Island-whether this does not make the deci
sion final?-

The decision of said court of customs appeals shall be final. ' 

I can talk now so that we can understand each other, be
cause the Senator from Rhode Island would not understand 
this at .all. If this decision is final, could it not be pleaded 
as res adjudicata against any suit that might be brought? 

Mr. ROOT. That may be. I _say I have not examined the 
question. It may be, however, that it would be held to be 
final, just as the decision of the collector before was held to 
be .final as between the Government and the importer. This 
law does not seem to me to carry the finality of the decision of 
the proposed customs court any further than the old law car
ried the finality of the decisions of the collector. 

Mr. RAYNER. Then fet me ask the Senator another ques
tion, because I am quite sure we want to have a law that is 
valid. What I am after is a jury trial at some stage of the 
proceedings. In order to avoid all question, what is the objec
tion to putting into the law a provision that after the decision 
of .the court if the party aggrieved wants a jury trial upon 
the question of fact, he can go into the circuit court of the 
United States, just as he can go there now and could do under 
the act of 1890? · 

Mr. ROOT. The Senator must not ask me that question, for 
this is not my law. 

l\Ir. RAYNER. No; I know the Senator from New York 
never drew a law like this. 

Mr. ROOT. Personally, I am not in favor of having a new 
court. I do not oppose it, however, because gentlemen more 
familiar than I am with the present course of administration 
of the customs Jaws think it is necessary. Nevertheless I do 
not become its advocate; I merely yield to their judgment. So 
while I am willing to aid the Senator's Roman holiday in any 
way within my power, he must not ask me a question about 
what should or should not be done. 

Mr. RAYNER. The Senator from New York certainly does 
not yield to the legal judgment of the Senator from ·Rhode 
Island. That would not be a legal holiday. 

Mr. ROOT. My understanding is that the Senator from 
Maryland regards . the opinion of the Senator from Rhode 
Island as being entirely a Jegal holiday. 

Mr. RAYl\TER. I regard it as an illegal holiday. 
Mr. HEYBURN. M.r. President, there should be no misun

derstanding of the proposition submitted by the Senator from 
Maryland. His contention, as I understand it, is that in being 
deprived of the right to trial by jury these parties are deprived 
of a constitutional right. I understand that to be the burden 
of his objection, aside from the finality of the judgment. 

Ail through the laws of this country, and all through its his
tory, Congress has been making just such pro>isions. Wherever 
a controyersy arises between the Government and one of its 
citizens as to whether or not the citizen has complied with the 
provisions of a law under which he may claim something from 
the Government, Congress has exercised the right to provide a 
tribunal to limit or prescribe the manner of trial. The case 
of the public lands is exactly in point. There the party makes 
an application for a patent to land. Another party files what is 
known as an "adverse." Congress has said that the case shall 
then be transferred to the court and tried under the ordinary 
rules of procedure. But Congress also took the liberty to say 
that the party should not be entitled to a jury trial. Even 
though the case involves every question as to character that 
this one invoh·es, Congress says the party shall not have a jury 
trial-or the Supreme Court, in interpreting the act of March 3, 
1881, has said so, and it has repeated itself since. 

That is exactly in point on the question of a jury trial, be
cause the court put it upon the ground that these are special 
proceedings. '£he right of action is derived from an act of 
Congress in regard to an extraordinary proceeding, and it is 
within the power of Congress to _stop the trial at any point or 
to prescribe any limitations during the trial. Then the court 
says that the decision of an intermediate court shall be final; 
but, just as in a customs case, I imagine, if the intermediate 
court has violated the fundamental principles of law, you can 
apply to the Supreme Court of the United States for a writ of 
certiorari to bring up the proceeding for review. Of course 
that is not a right. 'l'hat is a privilege the granting of which 
is discretionnry with the court, and the court is governed only 
by the peculiar conditions and circumstances of the case. 

That is an illustration that this proceeding is not extraor
dinary, and docs not stand alone. I can cite a dozen such pro
ceedings, special in their character, in the public laws of the 
United States, some of them decided finally in the lower court 
and others in the court next above, and so on; but always, of 

course, with the right to ask the highest court in the land to 
bring up the proceedings and re>iew them, to see whether or 
not, first, the court had jurisdiction--

Mr. RAYNER. Will the Senator from Idaho yield to me? 
Mr. HEYBURN. Yes. 
Mr. RAYNER. There is no doubt about those cases and that 

law. But what possible similarity is there·between that line of 
cases and a case that involves the forfeiture of a man's prop-
erty and his liberty? . -
- Mr. HEYBURN. It does not involve his liberty. 

Mr; RAYNER. I beg the SenatOr's pardon. If a· man- makes 
a false entry he goes to prison. · 

Mr. HEYBURN. He does tliat in the land cases; but he does 
it in another court. · 

Mr. RAYNER. Where is there any such case? If the Sen
ator has such a case, I should like tosee it; and upon its pro· 
duction I will withdraw e>ery word I have said. The for
feiture of a man's property is a criminal proceeding. It is one 
of the severest proceedin·gs known to the common law: 

Mr. HEYBURN. Let me· answer that argument right there. 
Mr. RAYI\TER. Just let me finish the sentence. Yoti not 

only forfeit the man's property but you send him to prison. 
Where is there a case in the United States. that says you can do 
that without giving a man, in the first place--mind you, in the 
first place--the right to a jury trial to determine the qu.estion 
of classification? .And, in the second place, where is there a 
case which says he can be convicted upon the ex parte statement 
of a collector? If there is any such case, I should like to 
have it. 

Mr. HEYBURN. I could give the Senator cases directly in 
point. For instance, the issues in a land case may be, and 
often are, as to whether or not a man has forfeited rights 
which were well established in him. 

In many cases, perhaps in a large percentage of mining 
cases, the question is, "Has he forfeited some right which he 
had under the general law?" The Government determines that 
he has or has not forfeited the right. That is a determination 
of forfeiture. It is made in a civil proceeding. If he has for
feited his right, and has made false affidavits or has given false 
testimony, he is taken into another court, and there punished 
for the crime. The forfeiture-does not necessarily involve the 
determination of the grade of the crime or its character. It is 
merely a declaration of forfeiture. The lands revert to the 
Government of the United States. The forfeiture is then com
plete, and the criminal prosecution does not arise out of the 
fact that he has suffered a forfeiture. It arises out of the man
ner in which he has undertaken to defend an unrighteous claim. 

1\fr. RAYNER. Mr. President, before the Senator sits down, 
I should like to ask him whether there is any proceeding of 
that sort where a man can be convicted upon an ex parte affi
davit? That is what I want to know. 

Mr. HEYBURN. No; and neither could that be done in 
these customs cases, because when he is in the criminal court 
he has certain rights that the Constitution gi>es him, and he 
is not tried upon affidavits; he is tried upon testimony. 

Mr. RAYNER. I beg the Senator's pardon. If there is no 
testimony produced-and I want to call the Senator's attention 
to this-the man is convicted on the ex parte statement of a 
collector. 

llfr. HEYBURN. I know of no such law, and there is no such 
decision. I ha >e had occasion to re>iew the decisions of the 
courts on that line. I undertake to say there is no decision 
recorded in which the court permitted conviction on forfeiture 
without trying the criminal case upon the facts. 

1\Ir. RAYNER. This proposed law says that he shall be 
found guilty unless he produces testimony in his favor. 

Mr. HEYBURN. Will the Senator kindly point me to the 
exact words on which he bases that statement? Give me the 
page and line. 

Mr. RAYNER. On page 15 : 
And in llJiiY legal proceeding that may result from such seizure, the 

unden·aluatwn as shown by the appraisal shall be presumptive evidence 
of fraud and the burden of proof shall be on the claimant to rebut the 
same. 

There can not be anything plainer than that. 
Mr. HEYBURN. That only goes to the question of measur

ing the weight of the evidence; it does not foreclose him. 
Mr. RAYNER. But it throws on him the burden of proving 

his innocence, which you haye no right to do under the Constitu
tion of the United States. 

Mr. HEYBURN. That is not a criminal case. 
1\fr. RAYNER. What is the forfeiture? 
Mr. HEYBURN. We have the same presumption in the land 

laws. 
Mr. RAYNER. Is not forfeiture a penal case? 
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Mr. HEYBURX. Forfeiture is not a case at all. It is simply 
the thing uvon which a case may be based. Suppose, for in
stance, a man has made a double homestead entry; the same 
presumption arises against him there, because he is presumed to 
know the law. He has made two entries when he can make but 
one, and there is a presumption there of criminal intent in mak
ing a second entry, but he can show circumstances that would 
exonerate him from that presumption and acquit him. 

l\Ir. SUTHERLAND. The Senator from Maryland insists, as 
I understand it, that the forfeiture of goods is a criminal pro-
ceeding? . 

l\Ir. RAYNER. PenaL 
Mr. SUTHERLAND. A penal. proceeding. .A.t common law 

the forfeiture of goods in some instances may operate as a pun
ishment for crime, but I never have understood that the action 
on the forfeiture of goods was itself a criminal action. We 
bring a civil action--

Mr. BAILEY. Not a criminal action, but it is a penal action, 
and stricter proof is required and stricter proceeding required 
than in an ordinary act of forfeiture. The Senator from Mary
land did once call it criminal procedure, but he corrected him
self and described it as it is. 

I think that really the only difference between the Senator 
from Maryland and the other Senators is as to the effect of the 
words "in any legal proceeding." I believe it .satisfies me, 
and I know it would 8lltisfy the Senator from Maryland, if we 
may be sure that these ex parte affidavits were not to be used 
to jeopardize any citizen's liberty. Really the whole contro
versy revolves around whether that is true or not. If those 

· in charge of the bill, either by amendment or by the show of 
construction, can satisfy us on that point, I think that would 
be the end of it. 

Mr. FLINT. Let me make a statement. It is the intention 
of the committee to cover just what the Senator from Texas 
has stated, and not to include a criminal proceeding iu this pro
cedure. 

Mr. RAYNER. If there is not any objection to putting that 
in the bill, it settles this whole business. 

Mr. SUTHERLAND. Let me ask the -Senator from Texas 
a question before he enters into negotiations with the com
mittee about this matter. The Senator from Texas speaks of 
an action before the courts as being a penal action. I think 
he is hardly accurate in making that description. It is true 
the law required greater evidence in an action of that character. 
That was because of the maxim that forfeitures were not 
favorites of the law. But ,I do not think it is strictly accurate 
to speak of an action to forfeit as a penal action. 

Mr. BAILEY. · The Senator will agree that there are three 
kinds, the civil, criminal, and the penaJ acts. The action to 
€nforce a forfeiture is not a criminal action, nor is it a civil 
action; it is a penal action. Although I do not pretend to much 
knowledge of these matters, I think the Senator will find upon 
an examination of the books that the division is in the three 
classes I state-civil, criminal, and penal. 

Mr. BORAH rose. 
1\Ir. BAILEY. I may be wrong. I see that the Senator from 

Idaho [l\Ir. BoRAH] is on his feet and is smiling. I am not 
sure whether he is laughing at me or whether he agrees with 
me. 

1\Ir. BORAH. I am not going to laugh at the Senator at any 
time. 

J\Ir. BAILEY. I hope I find the Senator agreeing with me, 
then. 

Mr. BORAH. J\Iy opinion is that a forfeiture is n. civil action 
of n. penal nature. 

J\Ir. BAILEY. They sometimes call it a quasi criminal action. 
l\Ir. SUTHERLAND. The Senator from Texas will agree 

with me that an action for forfeiture may be brought by one 
individual against another upon n. contract. 

J\fr. BAILEY.· That is a forfeiture of what was stipulated 
between them. 

Mr. SUTHERLAND. Certainly. 
J\fr. BAILEY. On this kind of a case I can not analyze the 

nature of it, and I think Senators will agree with me. I admit 
my ignorance of these matters. I was never employed in half 
a dozen criminal cases in my life. I found pretty early that it 
was rather difficult for a man to practice criminal law without 
engaging in criminal practice, and I sought to eschew it. 

In this very case the purpose of the Government is to enforce 
forfeiture as a part of the punishment for a given offense. If 
that does not constitute almost a criminal, and certainly a penal, 
action, I do not know how to define it. 

J\Ir. CARTER. Mr. President--
The VICE-PRESIDEN'l'. Does the Senator_ from Utah yield 

to the Senator from Montana? 

Mr. SUTHERL.A.KD. I should like to finish my statement, 
and then I will yield, if the Senator will wait a moment. 

Mr. CARTER. I will forego the suggestion for the time being. 
Mr. SUTHERLAND. If the Senator from Maryland will give 

me his attention for just a moment--
. Mr. RAYNER. The Senator is speaking of a contractual for

feiture. I submit to leave that out of the question. I ask the 
Senator if this is not a qui tam action? 

Mr. SUTHERL.Al\'D. Just at the moment I can not answer 
the question. 

l'tfr. RAYNER. It is a qui tam .action. I might have left out 
the word "criminal." We have a penal statute under which 
there is a qui tam action in my State. I do not know how it-is 
in other States. I have brought three or four suits under it. 

·. Mr. SUTHERLAND. It is certainly not a criminal action, 
so far as to come before a jury. If the Senator from Mary
land will give me his attention for a moment, I believe I can 
convince him that the phrase which is used in reference to 
criminal proceeding that may result from seizure can not possi
bly haVE} any application to any criminal proceeding. The Sen
ator will observe, in the first place, the following language is 
used: 

And the collecror of customs sball seize sucb merchandise and pro
ceed as In case o! forfeiture ·for vlo1a:tlon of the customs laws, and ln 
any legal proceeding that may result from such seizure. 

Manifestly the phrase "legal proceeding that may result 
from such seizure" hits reference to the legal proceedings that 
are refet-red to in the clause immediately preceding. As indi
-cating that, if the Senator will follow on, he will see that it 
proceeds: 

The undervaluation as shown by the appraisal shall be presumptive 
evidence of fraud, and the burden of proof shall be on the claimant to 
rebut the same, and forfeiture shall be adjudged unless he shall rebut 
such presumption of fraudulent intent by sufficient evidence. 

Mr. BAILEY. I suggest to the chairman and the members 
of the committee that what will satisfy the Senator from Mary
land entirely is that we will insert, after the words "any 
legal proceeding," the words "not of a criminal character." 

1\Ir. ALDRICH. That is perfectly satisfactory. 
Mr. RAYl\'ER. I will accept that. 
Mr. ALDRICH. That is the clear intention. 
Mr. RAYNER. I will accept it. 
lir. BAILEY. That settles it. 
Mr. BORAH. Mr. President, I am not going to discuss the 

constitutionality of the act. I shall examine it with that in 
mind. I think it is unfortunate that it is constitutional. I look 
upon the proceedings for the collection of the tax as coming 
under entirely different rules of law than those in the case 
which we have been discussing for the last hour. 

Mr. President, as it is undoubtedly to be presumed that this 
measure will become a law in some form, I want to call atten
tion to some features of it I think worthy of the consideration 
of the committee before it is finally passed. 

In the first place, on page 39, beginning with line 15, the act 
provides that this customs court of appeals "shall always be 
open for the transaction of business, and sessions thereof may be 
held annually or oftener by the said court in the several judicial 
circuits at the following places.'' Then it provides for a roving 
court from Boston to New York, Philadelphia, Baltimore, Kew 
Orleans, GalYeston, Chicago, Seattle, Portland, and San Fran
cisco. 

It occurs to me that if it is to be a court in any sense of the 
term and become a permanent part of our judicial system, it 
ought not to be in the nature of a roaming commission. It 
ought to haYe at least one or two established points for the 
purpose of holding its sessions. 

But that leads up to another suggestion, where it says that 
" any three of the members of said court shall constitute a quo
rum." Is it the understanding of the committee, if three consti
tute a quorum, two agreeing in opinion, that opinion shall be the 
opinion of the entire court, and that the minority shall establish 
the opinion for the majority of the court? When you baYe a 
court composed of five, it seems to me it would be a rather 
remarkable condition to prevail if two of the members may ren
der an opinion which is valid. 

Mr. FLINT.' It must be a unanimous opinion. If the first 
have failed to agree, then it shall be a decision of the full 
court of fiye judges. 

J\fr. BORAH. That is a portion of the act which I hnve not 
been able to find. To what provision does the Senator refer? 
I went through it with a view to finding whether that was true, 
.and I was unable to find any provision which would annul the 
effect of the provision upon page 40, lines G and 7. If that 
stands alone, undoubtedly less than a majority of the court 
could render the opinion. 
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l\fr. FLINT. I have not read it since it was printed, and I 
can not turn to it. 

Mr. BORAH. It is possible that the provision is in the act, 
but I have not been able to find it. 

l\Ir. FLINT. It may have been omitted. It was a matter 
which was brought up, I will say to the Senator, after some 
discussion, and I called it to the attention of the committee. 
In glancing over it it appears that it was omitted. I am very 
glad the Senator ·has called attention to it because it is the 
intention of the committee that the decision shall be by three, 
and where an appeal is given it shall be by a majority of the 
court of five, so that the decisions shall be uniform throughout 
the United States. 

Mr. BORAH. I understand that if it has been omitted it will 
· be inserted. ' 

Mr. FLINT. Yes, sir. 
Mr. BORAH. I feel quite sure it has been omitted. I have 

not been able to find it. 
Mr. BACON. I will thank the Senator from Rhode Island 

if he will accept the amendment which I propose tq offer ·on 
the thirty-ninth page, inserting the word " Savannah" in the 
fifth circuit after the words "New Orleans." I will state the 
fact that the fifth circuit has, I think, twice as much seacoast 
as any other; in fact, I am sure of it. Unless it is the Cali
fornia circuit, I expect it has four times as much seacoast as 
any other circuit in the United States. 

Mr. ALDRICH. I have no objection to that. It ought to 
come in after the word " of," in line 22, and before the words 
"New Orleans," so as to read, "cities of Savannah, New Or
leans," and so forth. 

The YICE-PRESIDENT. The Secretary will report the 
amendment. 

The SECRETARY. On page 39, line 22, after the word " of " 
and before the words "New Orleans,'' insert the \YOrd " Sa
vannah." 

The amendment to the amendment was agreed to. 
l\Ir. HEYBURN. I ask the chairman of the committee to ac

cept an amendment, on page 23, by striking out the word "evi
dence," in line 1. I will say that that provision stands alone 
in legislatiou organizing and determining the power of courts. 
It is not in the law as it now exists. It allows the Board of 
General Appraisers, whieh is a minor court, to "establish from 
time to time such rules of evide'lCe, practice, and procedure." 
The law as it stands now says they may establish from time to 
time such rules of practice and procedure. That is right, and 
Congress has never undertaken to come in to give a court the 
power to establish rules of evidence. 

Mr. ALDRICH. Very well, strike out the word "evidence," 
in line 1, page 23. 

The VICE-PRESIDENT. The Secretary will report the 
amendment to the amendment. 

The SECRETARY. On page 23, line 1, stt·ike out the word 
" evidence " and the comma. 

'l'he amendment to the ::uuendnH,nt was agreed to. 
Mr. SHIVELY. I offer an amendment on page 38, which I 

send to the desk. 
The VICE-PHESIDENT. The amendment will be stated. 
The SECRETARY. On pnge 38, line 2, strike out the word 

" ten" and insert the word " seYen," so as to read: 
Each of whom shall receiYe a salary of $7,000 per annum. 
1\Ir. SHIVELY. l\Ir. President, I shall not discuss this amend

ment. In the light of other salaries paid, it requires no expla
nation. The bill fixes the salary of a judge of the proposed 
customs court at $10,000 per year. This court is to have 
jurisdiction over only a single line of cases. 'l'he United States 
circuit court has jurisdiction over a wide range of cases and a 
large variety of subject-matte!'. A United States circuit court 
judge receiYes a salary of $7,000 a year. 

Mr. ALDHICH. I think the committee reached the under
standing; I think the amendment has not !wen made; but the 
understanding was that the judges should be paid the same 
salary as the circuit judges. 

Mr. 1\IcCU~IBEH. I tllink it iH $7,GOO. 
l\Ir. ALDRICH. It is $i,GOO, I think. 
JI.Ir. SHIYiiJLY. In your last legislath·e, executi,·e, aml" judi

cial appropriation act you appropriated salaries for 20 circuit 
judges at $7,000 each. · 

1\Ir. GALLINGEH. 'l'hat is right. 
l\Ir. HIDYBUHN. We remember it. 'l'he Senate made it 

$7,500, but the House knocked it out. 
llfr. Kl~AN. '.rhe House knocked it out. 
Mr. ALDIUCH. I am willing to accept the amendment to 

the amendment. 
The YICE-PHESIDEN'l'. 'l'he question is on agreeing to the 

amendment to the amendment. 
The amendment to the amendment was agreed to. 

The VICE,PRESIDEN'l'. The question is on agreeing to the 
amendment as amended. 

l\Ir. CLARK of Wyoming. I should like to make _a parlia
mentary inquiry. It is whether the sections are segregated or to 
be considered separately. 

The YICE-PRESIDENT. The amendment is consideretl as 
one amendment. It was offered as one amendment. 

Mr. CLARK of Wyoming. There are distinct parts of the 
amendment. It occurred to me--

Mr. ALDRICH. They are all together as one symmetrical 
provision. It is all one section. . 

llfr. CLARK of Wyoming. It occurs to me,that the proposi
tion on the composition of the court is a different proposition 
from the other. I, of course, desire to· follow the committee 
in the general scope of the amendment. I can not say that ·I 
am very heartily in favor of the court proposition. I should 
like to vote separately on it. · · 

Mr. ALDRICH. Of course there is no objection to' .that; but 
I think the Senator from California has a long statement, which 
he is hesitating about making. I think the Senator himself, if 
he should hear the argument in favor of the question, wot1ld · 
be as enthusiastic for it as the members of the committee are. 
I am quite sure o! that. I hope the Senator will not ask for a 
division, because it is a part of a whole proposition;· and if the 
Senat()r finds any objection to it-- · 

Mr. CLAHK of Wyoming. I ·should hate to ·vote on the 
whole proposition. I -desire to state--

1\Ir. ALDRICH. I think; if the Senator will talk to the Sen
ator from California and read some portion o! the argument, 
he will have no hesitancy at all in supporting it. 

llir. BORAH. Mr. President--
The VICE-PRESIDENT. Does~the Senator !rom Wyoming 

yield the fioor. 
llfr. CLARK of Wyoming. I simply make the parliamentary 

inquiry, if it is intended as one amendment .. 
Mr. ALDRICH. It is. 
ll!r. CLARK of Wyoming. , And it must be so acted upon. I 

·very much regret I shall have to part from my support of the 
committee in this matter, because I can not vote for a court that 
absolutely takes the property and disposes of it and allows the 
disposition of it without an opportunity to appeal to some other 
tribunal. 

Mr. BORAH. Do I understand it is the purpose o! the com
mittee to make any explanation in regard to the court? 

Mr. ALDRICH. I think not. The matter has been very 
carefully considered by the committee, and we have given great 
attention to it. I feel perfectly certain that i! the Members of 
the Senate should examine the question as carefully as the com
mittee did there would be no vote in the Senate against it. It 
is not a question of partisan judgment at all. It has been con
sidered by the committee, the Republicans and the Democrats 
alike. It is simply a question of the honest enforcement of the 
law. The committee, the officers of the custom-house, the offi
cers of the Department of Justice, everybody, have agreed that 
this proposition is a necessity if we expect to have the prompt 
and honest enforcement of the customs laws. 

Mr. GALLIN"GER. Mr. President, I rose to inquire of the 
chairman of the committee as to the present salary of the gen
eral appraisers. Is it $9,000? 

~fr. ALDRICH. Nine thousand dollars. 
l\Ir. GALLINGER. That is the present law? 
llfr. ALDRICH. Yes; that is fixed by Jaw. 
l\Ir. NELSOX I simply desire to call attention to Rule 

XVIII. I tllinl.;: under that clearly the amendment is divisible 
and we have a right to a separate Yote upon it. 

The VICE-PRESIDK.:\'1'. The Chair has not ruled that it is 
not divisible. 

Mr. AI"DRICH. I did not say it is not divisible. 
The VICE-PRESIDEl\'l'. The Clmir has !lot ~o rnletl. 
Mr. l\'ELSOX ·we haye a right to haYc a Eepamte vote on 

the proposition relating to a court, a~ distinct from the other, if 
the Senator from "Tyomiug asks for it. 

l\fr. BACON. I desire to ask the Senator from Rhode Island 
a question. I had se,·eral inquiries by tllose who are interested 
as to section 11. I want to ~ee if I am correct in my under
standing of it. 

l\1r. ALDHICH. The Senate has modified that amendment 
to-day, I think, along the line suggested. 
l\lr:BACO~. I haye examined the am·eutlment, and the l]nes

tion I want to ask the Senator is this: As thus modified there 
is practically no difference in the rule of appraisement from 
what there is now, except as to the classification of thiugs 
where the forei;:;n market Yalue can not b() readily ascertained. 

l\Ir. ALDIUCH. '.rhe Senator is !JUite right. I haye no objee
tion to that. 
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1\Ir. CLARK of " 7 yoming. I ask for a separate vote on 
sections 29 and 30. 

1\Ir. ALDRICH. I ask for a vote on the other provisions 
together. 

The VICE-PRESIDENT. The Chair calls the attention of 
the Senator from Rhode Island to the fact that the suggestion 
made by the Senator from Maryland [Mr. RAYNER] has not 
been acted upon. 

Mr. ALDIUCH. I will repeat the amendment as I under
stand it: 

On page ·15 after the word " proceeding," at the end of line 21, insert 
" other than 'a criminal prosecution." 

The VICE-PRESIDENT. The Chair thinks the words sug
gested by the Senator from Maryland were :• not of a criminal 
character." · 

Mr. ALDRICH. I p;refer the language which I have indi
cated. After the word " proceeding" insert "other than a crim
inal prosecution:" · 

The VICE-PRESIDENT. The Secretary will report the 
amendment to the amendment. 

The SECRETARY. On page 15, line 22, after the word " pro
ceeding." insert "other than ·a criminal prosecution." 

The amendment to the amendment was agreed to. 
Mr. W .A.RNER. I wish to ask the chairman of the committee 

what has been done with the salary that was fixed in section 
30. You reduce the salary of the judges to $7,000, and I find 
that the Assistant Attorney-General starts out with $10,000 a 
year. 

Mr. ALDRICH. It was the intention of the Committee on 
Finance to take care of these matters in conference, but if Sena
tors desire to have the proposed salai-ies reduced now I have no 
objection. 

Mr. HEYBURN. 'l'he Assistant Attorney-General gets more 
than the judges. 

Mr. \VAUXER. I have uo special objection to that salary, 
but I dislike very much to vote for a measure which places the 
salary of the attorney of the court at $10,000 when the court is 
only paid $7,000. 

Mr. ALDRICH. I have no objection to reducing the salaries 
of the attorneys to $7,000. 

Mr. HEYBURN. Their salaries ought to be less than the 
salary of the judges. 

Mr. NELSON. I would suggest that the Senator from Rhode 
Island agree to that amendment now. 

Mr. ALDRICH. I will. 
1\Ir. WARXER. On page 45, line 21, if you will strike out the 

word " ten " and insert " seven "--
Mr. HEYBURN. I would not make the salary the same as 

that of the judges. I would make it less than that of the 
judges~ 

Mr. WARNER. I would suggest that on page 45, line 21, to 
strike out the second word " ten " and to insert " six." 

Mr. ALDitiCH. Perhaps we had better make it $7,000. 
Mr. GALLIJ:"GEIL I suggest $6,500, and that the deputy as

sistant receive $6,000, which follows immediately. 
Mr. ALDHICH. I adopt the suggestion of the Senator from 

New Hampshire, if that is satisfactory. 
Mr. WARKER. What is that? 
Mr. ALDRICH. To make the salary of the assistant atto~·ney 

$6,500, and the salary of the deputy $6,000. 
1\Ir. WARXER. I have no objection to that, but I do not 

know about the deputy being paid $6,000. He may possibly get 
a class of attorneys not worth that much. 'l'hat is more than 
the United States attorneys are paid. I would suggest that the 
Ealary be fixed at $5,000. 

Mr. ALDRICH. Then, make it $5,000. 
Mr. WARNER. Very well. 
The VICE-PRESIDEN'l'. The amendment will be stated. 
The SECRJ,.'TARY. On page 45, line 21, it is proposed to strike 

out the words " ten thousand " and to insert " six thousand five 
hundred ; " in line 24, before the word " thousand," to strike 
out the word "seven" and insert the word "five;" and in the 
same line, after the word "thousand," to strike out "five 
hundred." 

The amendment to the amendment was agreed to. 
Mr. GALLINGER. Now, as to attorneys--
Mr. WARNER. I have suggested another amendment. On 

page 45, ·line 25, after the last word, I move to strike out the 
word " six" and to insert the word " five; " and on page 46, 
line 1, to strike out "five" and insert "four." 

The VICE-PRESIDENT. The amendment proposed by the 
Senator from Missouri will be stated. 

The SECRETARY. On page 45, at the end of line 25, it iS pro
posed to strike out the. word " six" and to insel;t the word 
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" five; " anu on page 46, line 1, to strike out the word "five" 
and insert the word "four." 

The VICE-PRESIDENT. The question is on the amendment 
to the amendment. 

The amendment to the amendment was agreed to. 
The VICE-PRESIDENT. The Senator from Wyoming [Mr. 

CLARK] asks for a separate vote on sections 29 and 30. . _. 
Mr. ALDRICH. I ask that the vote be taken first on the 

other sections. . 
The VICE-PRESIDENT. If there be no objection, the vo.te 

will first be taken on the rest of the amendment. The Chai.r 
hears no objection. The question is on agreeing to the amend-
ment as amended, save sections 29 and 30. . 

Mr. BRISTOW. :Mr. President, do I understand that that 
includes the whole proposition? 

·Mr. ALDRICH. Except the court provisions. . 
Mr. BRISTOW. I want to make an inquiry in regard to the 

matter of valuations. As I understand from reading it as 
hastily as I have been obliged to do, the ad valorem duties are 
assessed on the wholesale valuation in this country, instead of 
the valuation in foreign countries. Is that correct? 

Mr. ALDRICH. No; it is not. The ad valorem rates are 
assessed upon the valuation in foreign countries, as they have 
been, except in cases when it is impossible to ascertain the 
foreign value. 

Mr. BRISTOW. I misunderstood the Senator. 
Mr. CULBERSON. Mr. President, before the vote is taken 

on section 29 I ask the Sen a tor from Rhode Island if any 
amendment has been adopted fixing the qualifications of the 
members of the proposed court? 
. 1\fr. ALDRICH. No; it is not intended to fix any qualifica

tions. Their qualifications will be the same, of course, as those 
for circuit court judges. 

Mr. CULBERSON. The same as those for judges of any 
court of record? 

Mr. ALDRICH. The same as those of judges of any other 
court of record, of course. No qualifications are fixed. The 
President has the whole field of selection open to him; and these 
judges have to be confirmed by the Senate the same as other 
judges. 

Mr. CULBERSON. As suggested by Senators sitting in my 
rear; "the whole field" of what? Can a layman be appointed 
a member of this court under this bill? 

Mr. ALDRICH. I suppose he could be; but it would be im
possible to suppose that the President would appoint a layman. 
These judges are practically circuit judges of the United States; 
they have the same tenure of office, the same rights, the same 
privileges, the same duties and responsibilities as have circuit 
judges. They are appointed just as are tbe circuit judges. 
There is no attempt made to limit in any way, and no purpose 
to limit, the President in their appointment. 

Mr. CULBERSON. What I wanted to know distinctly was 
whether anyone except a lawyer could be appointed a judge of 
this court under this bill? Is that the opinion of the chairman 
of the Committee on Finance L. 

Mr. ALDRICH. Certainly not. '.rhe President could, I as
sume, appoint a man to be Chief Justice of the Supreme Court 
of the United States who was not a lawyer, but it is impossible 
to suppose that the President would appoint such a man. There 
is no restriction in the law or tl:c Constitution to prevent the 
President appointing anybouy lw pleases, and there is no restric
tion in this case; but, I say to the Senator, it is utterly impos
sible from my standpoint, to conceiYe that the President would 
appofnt any man a judge of this court except a first-class lawyer, 
a man who would be fitted to be the Chief Justice of the Su
preme Court of the United States. 

Mr. CULBERSON. While the Constitution of the United 
States does not fix any qualifications, except by implication, I 
thinl~ the statute as to judges does so. That is my recollection. 

Mr. ALDRICH. I think not. I do not think there is any
thing in any statute that undertakes to say that lawyers only 
shall be appointed to judgeships. 

Mr. CULBERSON. The construction, then, is that none but 
a lawyer can be appointed a member of this court? 

Mr. ALDRICH. Absolutely. I think no one has ever had 
any idea for a moment that not only nobody but lawyers, but 
nobody but the very best lawyers, would receiye such appoint
ments. 

The VICE-PRESIDENT. The question is on agreeing to the 
amendment as amended, save sections 29 and 30. [Putting the 
question.] The ayes llaYe it; and the amendment as amended, 
save those sections, is agreed to. 

Mr. LA FOLLE'l''.rEJ. :Mr. President, I wanted to offer an 
amendment to section 11, but I haYe not perfected it, and will 
simply say that I shall offer it when the bill reaches the Senate. 
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I think the explanation made by the Senator from Rhode 
Island [Mr. ALDRICH] with respect to the "l"aluation provision
that is, this new pro>ision of section 11-is not correct, and 
that under that section very large increases are ·certain to be 
made in the rates. It is a fact that in the trade merchandise 
is not sold in the open market as it was many years ago, but 
it is sold largely through distributers. Therefore, when the 
valuation is sought to be predicated upon the usual ma.rket 
price in the wholesale market abroad, and a gi"l"en article of 
import is not quoted or not sold usually in the open market, but 
is sold through distributers, then, under the provisions of this 
section, ·as I understand it, the wholesale market price here 
would be substituted as the basis of valuation upon which the 
duty would be assessed. 

I will not take the time of the Senate to discuss that now, but 
will look into the matter more carefully; and I will 1S3.Y that 
if I find that I have interpreted it correctly, I ·shall offer in 
the Senate an amendment to that provision. 

The VICE-PRESIDENT. The question is on agreeing to sec
tions 29 and 30 of the amendment as amended. 

Sections 29 and 30 as amended were agreed to. 
The VICE-PRESIDENT. The question now is on agreeing to 

the entire amendment as amended. 
· The amendment as amended was agreed to. 

Mr. ALDRICH. I now offer certain amendments, which I 
send to the desk. I will say that they are but formal parts 

·of the House bilL ' I think there will be no objection to any of 
them, and I think they will lead to no debate. 

The VICE-PRESIDENT. The first amendment proposed by 
the Senator from Rhode Island will be stated. 

The SECRETARY. It is proposed to add as new sections the 
following: 

SEC. 5. That nothing in this act contain<Jd snail be so construed as 
to abrogate ~r in any manner impair or affect the provisions ~f the 
treaty of commercial reciprocity concluded between the United ·states 

. .and the Republic of Cuba on the 23d da,y of December, 1903, or the 
provisions .of the act of Congress h<Jretofore passed for the execution 
'Of the same. 

SEc. 6- That the President shaH have power and it shall be his duty 
to give notice, within ten days :after the passage -of this act, to all for
eign countries with which commercla1 agreements in conformity with 
the authority g-ranted bl section 3 of the act entitled, "An act to pro
-vide re>enue for the Government and to encourage the Industries of 
the United .States," approved July 24, 1897, hav<J been or shall have 
been entered into, of the intention of the United States to terrnlnate 
such agreements ; and upon the expiration ·of the period when such 
notice of termination shall hecome effective the suspension of ·duties 
provided for In such agreements shall be revoked, and thereafter im
portations from said countries .shall be .subject to no other conditions 
or rates of duty than those prescribed by this act and such otl>er acts 
of Congress as may be continued in force.: PI"Ovirled, ·That until the 
expiration of the period· when the notice of Intention to terrnlnate here
inbefore provided for shall have become effective, or· until such date 
prior thereto· as the high contracting parties may 'by mutual consent 
select, the reduced rates of duty named in said commercial agreements 
shall remain in force. • 

SEc. 7. That whenever any country, dependency, colony, province, or 
other political subdivision of government shall pay 'Or bestow, directly 
or indirectly, any bounty or grant upon the exportation of any article 
·Or merchandise from such country, dependency, colony, province, or 
other political subdivision of government, and such article or mer
chandise is dutiable under the provisions ·of this ·act, then upon the 
Importation of any such article or merchandise Into the United States, 
whether the same shall be Imported directly from the country of pro
ductio!l or otherwise, and whether such article or merchandise Is im
ported In the same condition as when exported from the country of 
production or has been changed in condition by remanufacture or 
otherwise, there .shall be levied and paid, In all such cases, in addi
tion to the duties otherwise imposed by this act, an additional duty 
equal to the net amount of such bounty or grant, howe-.er the same be 
paid or bestowed. The net amount of all such bounties cr grants shall 
be from time to time ascertained, determined, and declared by the 
Secretarr of the Treasury, who shall make all needful regulations for 
the identlfieatlon of such artic1es and merchandise and for the assess
ment and collection of such additional duties. 

1\fr. ALDRICH. I will say that this section is but a reen
actment of the countenailing provisions of the -existing law. 

Mr. BACON. If the Senator will permit me, of course it is 
vet-y difficult from the reading to gather the full import of the 
amendment. The Senator speaks of it as a counter-.ailing duty. 
Would that affect the case, for instance, of the Standard Oil 
Company? 

llfr . .ALDRICH. No. In th-e first place, crude and refined 
petroleum in this bill are on th-e free list. It would not affect 
them, because this only applies to bounties. 

1\fr. BACON. It does not apply to duties: 
Mr. ALDRICH. No; this does not apply to duties. 
1\fr. BACON. The term "counterYailing" is used as to 

each--· 
l\fr. ALDRICH. The word "countetTailing" is ·used to this 

effect: Bounties were first put upon sugar, and the provision 
was used largely to coYer the case of sugar. If Germany, for 
instance, should pay a bounty, as that country did, upon the 
exportation of sugar, the amount of that bounty wou:Id be 
added to the sugar duties in this country. It is a cm;mtervail-

ing duty to that extent It applies only to bounties paid by 
foreign goyernments for exportation, and equalizes conditions 
by imposing an amount of duty in this country equal to the 
bounty so paid. 

Mr. BACON. Then, it does not reach any case where the 
article is on the free list? 

.Mr. ALDRICH. None whate>er. 
Mr. BACON. And where it is on the dutiable list in another 

country? 
Mr. ALDRICH. Not at all. It only applies to articles that 

are <m the duti.a.ble list in this country, and adds to the amount 
of duty, it becoming a countervailing duty to that extent. · 

Mr. HEYBURN. I should like to .ask the Senator if the ·pro
vision applies to cases where the Government pays a bounty for 
the production of an article within its own borders, if tllat 
article is on the dutiable list in this country? 

Mr. ALDRICH. Yes. 
Mr. BACON. Articles on the free list? 
Mr. ALDRICH. Articles in this country on the dutiable list. 
Mr. HEYBURN. If an article is on the dutiable list in this 

country and the foreign country pays a bounty, that bounty is 
added to the duty? · 

Mr. SHtv:ELY. But, if the Senator will permit me, if it ls 
on the free list in this country, the provision has no effect. 

1\fr. ALDRICH. It is not effective as to any article on the 
free list. · . 

The VICE-PRESIDENT. The Secretary will resume the read
ing of the amendment. The reading has not been -completed. 

The Secretary resumed and concluded the reading of the 
amendment, as folloWll : 

SEC. 8. That the produce of the forests of the State of .Maine. upon 
the St. John River and Its tributaries, owned by American citizens, 
and sawed or hewed in the Province of New Brunswick by American 
citi'>lens, the same being ·otherwise unmanufactured in who1e or in part, 
which is now admitted into the ports of the United States free of duty, 
shall continue to be so admitted, under such regulations as the Secre
tary of the ''l.'reasury ·shall from time to time prescribe. 

That the produce of the forests of the State of Maine upon the St. 
Croix River and .its tributaries, <~wned by .American eitizens, and .sawed 
or hewed in the Province of New Brunswick by American citizens, the 
same being otherwise unmanufactured in whole or In part, shall be 
,admitted into the ports <If the Uniterl States free of duty, under such 
regulations as the Secretary of the Treasury shall from time to time 
prescribe. • 

That the produce of the forests of the State of Minnesota upon the 
Rainy Ri-.er and its tributaries, owned by American JCitizens, and saw.ed 
or hewed or mechanica!ly ground in the Province of -ontario by .Ameri
can citizens, the same being ot!H;rwise nnmanufactured in whole or in 
part shall be admitted into the ports of the United States free of duty, 
under such regulations as the Secretary of the Treasury ·shall from time 
to time p~<JScribe. 

Mr. ALDRICH. I will say that we have added the proTision 
in regard to the Rainy Riv-er. The Senate has already adopted 
·the provision, and this merely provides for its location in this 
section of the amendment. 

Mr. SHIVELY. If the 'Senator from Rhode Island will allow 
me to make an inquiry, do I understand the paragraph as read 
is the law at the present time: 

Mr. ALDRICH. The first l)art of it, in regard· to the St. 
Croix RiYer and the St . .John RiYer, in Maine and New Bruns
wick, is in the present law. This pro'l'ision is exactly as it 
stands in the law now. The provision in r-egard to the Rainy 
RiYer was adopted by the Senate upon the motion of the senior 
Senator from Minnesota [Mr. NELSON] and is simply added to 
this paragraph to give it a place jn the bill. 

l\Ir. SHIVELY. That is, the addition applies to some other 
part of the Canadian border? 

Mr. ALDRICH. Yes; it applies to the Rainy River between 
Minnesota and Canada. 

Mr. SHIVELY. Do I understand that these logs are hewn 
on the Canadian side of the line? · 

Mr. AI~DRICH. No; on the American side. The mills may 
possibly be on the Canadian side. 

Mr. SHIVELY. Is the timber cut on the American side: 
Mr. ALDRICH. It is cut on the An1erican side. 
1\Ir. SHIVELY. What is done on the Canadian side'? 
1\Ir. ALDRICH. In the case of the Rainy RiYer proposition I 

think the mill itself is on the Cnnadian side. 
1\Ir. CLAPP. The mill is on the Canadian side of the ri,er. 
l\Ir. SHIVELY. It is a mere matter of the location of the 

mill o\Yned by citizens of the United States and sawing timber 
cut on the American si-de of the line? 

Mr. ALDRICH. As a matter of fact,'·I· think that mill is in 
the center of the riwr; but it is located so that it is technically , 
within the jurisdiction of the Dominion of Canada.· 

Mr. McCUMBER. I will say to the Senator that there are 
two mills in the Rainy RiYer. One is on the Canadian side Qf 
the thr-ead of the stream and the other on the Minnesota side, 
but the products are the products of the State of Minnesota. 
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A hill ( S. 2fl40) ~ranting an incrt'ac;e of pension to Daniel B. 
Morri~; to tlw Colllmittec on Pensions. 

By Mr. BOitAH: 
A bill (S. 2D30) granting an increase of pension to David E. 

• lmws (with accompanying paper); to the Committee on Pen
sion~. 

By Mr. MONEY: 
A bill ( S. 2931) for the relief of the estate of Stephen Herren 

~(with accompanying paper); and 
A hill ( S. 2!1[)2) for the reJi(•f of the estate of Stephen Herren; 

to the Commit tee on Claims. 
By l\Ir. BEVEHIDGE: 
A bill ( S. 2933) granting an increase of pension to Peter 

Harmon (with ar<:ompanyiug papers); and 
A bill ( S. 2flil4) granting an incrf'ase of pension to Charles N. 

Taylor (with accompanying papers) ; to the Committee on 
Pensions. 

I!Ot:'SE lliLL REFERRED. 

II. R.11il72. An nd to nutlwrizo 1lw construction, mnin
tenance, and operation of vnrious bridges across and o\·er cer
tain navigable waters, aml for other purposes, was reacl twice 
by its title and referred to the Commit tee on Commerce. 

BRIDGES OVER NAVIGABLE WATEBS. 

!Ur. CLAPP submitted an .amendment intended to be proposed 
by him to the bill (H. R. 11572) to authorize the construction, 
maintenancf', and operation of various bridges across mHl oyer 
certain navigable waters, and for other purposes, wllich was 
referred to the Committee on Commerce and onlerccl to be 
printed. 

TAXES ON INCOMES. 

- Mr. BROWN. I suhmit a concurrent resolniiou for \Yilich I 
ask present consideration. 

The concurrent resolution ( S. C. Hes. G) \Yas read, as fol!O\YS: 
Senate concurrent rcsolntion G. 

Rcsolrerl !>y the Senate (tlw IIouse of Rcprcsrntaiire8 concu1Tilli/), 
That· the Presitlent of the United States llo re<JM"tcd to trnnsm1t 
forthwith to the executives of the seyeral States of the rnit<'d States 
copies of the article of amendment proposNI by Conp;resR to the state 
lcgislaturcR to anwnd the ('onslitntion of the T:niled StatPs, pnssP<l 
July 12, lflO!l, respecting the JHHVPr of CongrcRs to lay und collect 
taxes on ineomcs, to the f'nd that the Haid ~Hatf'~ may vror0ed to ~ct 
upon the said article of amendment; and that he rNruest the exccutrve 
of each State that may ratify said amendment to transmit to the 
Secretary of State a certified copy of such ratification. 

'l'lle VICE-PHI<JSIDB::'\'1'. Is there ohjertlon to tile present 
consideration of the concurrent n•fiolution'! 

Mr. KEAN. Mr. President, I call the attention of the Senate 
to the unnnimons-conseut agreement uncler which we arc meet
ing. I Hhonld lik<' (o ]Ja\'e it r<~tHl. 

Mr. BltO\VX. I will say to Uw t'Pnator from ?\Pw .Jersey 
that this i~ not IPgi;;!atinn. It is ~impJ~- the formal and usual 
resolution callin.t; ll]lon the ExPi'Utin~ to ;.:ulnnit to the se\·eral 
SUctes the joint re~olntion lWOJ.lo~ing an amendment of the Con-
stitution. · 

l\Ir. BACOX. I siJOnl<l like to suggest to the Senator from 
J'\cw ,Jersey that tlw ngre<•nwnt to \Yhich lw refers can not 
possibly rei a tc to hnsinp;.:s whidt the Sem1tc has alrea<ly taken 
np. It might relate to it if it ,,·pre >lll original vrovosition, and 
if the question were wlH'tllet· we ;o:houhl proceed to a matter of 
legislation; !Jut the SPnate !Jnying vassl'tl the joint resolution, 
everything ncce~~nr~· to pffPctuate it is in order and is not in 
contraYention of the agn•emPnt proYiously made. 

1\Ir. S).IOCrr. I ca 11 the Sl·nator's attention to the agreement, 
which rca<ls: 

It is ngrePd l1y nnrrnimnnR cons0nt that the RC'nate 'vill atljourn fro!l1 
lim~ to time for thn•o day" at a tim<' unr.il the confet·cnce. report IS 
ready upon till' \1ill (I L H. u:;s) "to rn·oyHle n·velllH', e!.{ualtzc dnttes, 
and encourage the intluHtTiP~ of i hf' rnited !·Hates. and for. other pur~ 
poses." and th:tt no lm:-;inrss fihall be tran~nt'lr<l rrt.ihe sesswns of tJ~c 
Ken ate priOI' to t lH~ l'(~poi't o( the c•oniet·0n('(~. comn1ltt~e upon. the s~ud 
11ill other tllnn tlH' trnur-;adwn of the I'OtJUne morn1up; bu:-5mess and 
the' con~ideraiinn of 1 he llP!icien<'y appropriation hill now pending in 
the House of ltrprPsent<t!ivrs. 

J\Ir. BHOWX. 'J'Ilis is routine morning business, so that the 
agreement wonl<l !lol apply (() it. It r<'lntPs to a formal pro
ceeding mmle nPce~~ary hy the ac·tion of Congrt'SS. 

The YICl~-l'IU.;~IDI<;:\''1'. If it is routine morning business, 
it can not be consillc·red this morning in the face of an objec
tion. If an objection is llltHlP, it will lwn~ to go OYPr. 

l\Ir. BHOWN. I haYe not hc'anl any objection made. 
Mr. KEAN. DmlPr the unanimous-consent agreement the 

concurrent resolution is not in order. 
'l'he VICE-PHBSTDEXT. 'J'hc Senator from New Jersey ob

jects, and the conc1Lrcnt resolution goes over. 
Mr. STONE, At the last meeting of the Senate the Senator 

from Virginia [l\Ir. :\IARTIN] reported a bridge hill and asked 
unanimom; consent to lmYe it paHsed. 'l'he Senator from 1\Ias~a
chusetts [:i\Ir. LoDGE] calle(l attention to the unanimous-consent 
agreement, and the Chair ruled that it was not in order to rmt 
tl..te bill on its passage . 

l\Ir. BACOX. I sugge,;t to the Senator from J'\Pw .TersPy that 
if his contention is correct, it would not be in order e\'en for 
the Chair to lay before the Senate a joint resolution requir
ing his signature. The unanimous-consent agreement can not 
possibly relate to doing whatever may he necPssnr:v to effectuate 
what has already been <letcrmined upon by Congress. 'l'l!c two 
Houses passed a joint resolution. It is not proposed to allll to 
that joint resolution in any particular, but simply to make it 
pffcctivc. It is not au independent piPce of kgislation; it is 
not an inclcvcmlcnt proposition; antl it ;;trik<'S me that it is no 
more objectionable to the unanimous-consent agreement than 
"·ou!a be the laying of a joint resolution before the Senate with 
the statement on the part of the Chair that the joint resolntio)l 
had rPceived the signature of the Viee-Presidcnt. 

'l'hc YICE-PHESIDI~X'i'. The Chair lws not passed upon 
that question. The Chair has simply ruled that under an ob
jection the resolution must go over in any CYPnt. 

l\ir. (HJLBEHSOX. I invite the a ttPntion of the Chair to the 
fact that the Senator from Kew Jers<'Y dicl not oh.iPd g<'ll<'rnlly 
under the rule, but he put it upon the gronncl that the rp;;oln
tion is contrary to the unanimous-consent agreement. 

The VICE-PRESIDENT. The Chair thinks the objeetion 
controls, no matter whnt ground leads the Senator to object. 
'l'he concurrent resolution goes over. 

RETIRE::,IENT OF EMPLOYEES. 

Mr. CTi?IDIIXS. I ask unanimous consent that an ordPr be 
made for a r<·print, for tile usc of the Committee on Civil Nerv
ice aml Hctn~nclnncnt and the Senat<', of the hill (S. 1944) for 
tlw retirenwnt of emplo~·ees in the classified civil service. 

The YICE-PHESIDR:-\T. Is there objection to the request 
of the SPnator from Iowa'! 

).[r. Sl\lOOT. I should like to ask the S<•nni'or from Iowa 
the cost, or the approximate cost, of the printing'? 

).fr. CT').DfiXS. I do not know. 
).{1·. N:\IOOT. Of cour~r, we han~ already giYen notice that 

we shall object i'o any clocunwnt~ lJC'ing- printed unless the mat
ter is refe-rred to the Committee on Printing. 

l\Il'. CU).DHJ'\S. I am perfectly willing that it shall be re
ferred to the Committee on Printing. 

).Ir. S:\IOOT. That would be the \Jest eoul'SP. I will assure 
the Senator that \ve shall take tile matter umlel' consideration 
11rompt!y. 

::\Ir. HEYBT_iRX. I have heen absent one meeting, and I 
slwuld like to inquire who has given notice that they will re
quire matters presPnted !Jy Senators to take a eertain course. 
The Senator ~Says "we hRvc Rlreacly gin~n notice." I am cu
rious to know who gave the notice. 

Mr. :'{\IOOT. 'l'he Commit tee on Printing haYc these matters 
in cllargl'. and thPy <l<~ddetl t.lwt t.lw proper cour~e to pnn:ne is 
to lla ve all requests for printing referred to the Committee on 
Printing. 

).Jr. IlEYBTJHX. It strikes me that the Committee on Print
ing might very "·ell take notice of the rights an(] privileges of 
the Senate nn<l of Senators in this matter. 'l'llc rules f'ay 
what shall go i.o the committee :nul what shall not. 'l'he Com
mittee on Printing are not standing at the gate here with a 
flaming sword to sec what shall go through. 

::\Ir. S~IOOT. There is no such purpose, I assure the Sen a tor, 
on the part of the Committee on Printing, but simply, as all 
expenses of printing are to be passed upon by thnt commit
tee--

::\Ir. ngynunN. 1\Iy objection is to the use of the \Yorcl 
"we;" that "we" lmYe done tllis ancl "we" have done that. 
I am not inclined to he factious, lmt it is a lJad habit to get into, 
\Ve arc all "we's" here. 

l\Ir. S).IOOT. That may be true; but--
l\Ir. KEAX. I think the Seuntor from Utah tloes not mlder

stand the request of the Senator from Iowa. It is to htwe a 
reprint of a bill. 

l\Ir. Sl\IOOT. Then I \viii withclraw any objection to it. 
Mr. KEXX. It is not a rcqtwc:t for the printing of a docu

ment, !Jut merely for the reprint of a bill. 
:i\Ir. 8).100'1'. I haYC no objection to that. 
There being no objection, the orcler was reiluced to writing, 

and agreed to, as follows: 
Ordered, That !'!Jere be printed 2,(•00 a<ldit.ionul copie" o! the bill (S. 

Hl44) for the retirement of employe<'" in the dnssitle<l civil sct"vice, 
1,000 copies for the usc of the Committee on <'il'il S<'l'VIce and ne
trenchmcnt and 1,000 copies for the use of the SPn:tt" document roum, 
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( ~ . • T. H. 4.0) proposing to amend tlle Constitution of the United 
~tnt,•!< in r<';.;anl to taxes on incomes. It was rel)orted from 
tLe C"ommitlec on "\Yays and .l\Ieims this morning faYorably 
(H. Hept. :1\o. 10.). 

The SPI•;AKEIL 'l.'he gentleman from :1\ew York asks unnni
uwns consent to consiller the following Senate joint resolution, 
\vllil'h tlle Clerk will report. 

'l'he Clerk read as follows: 
Jo!nt resolution (S. J. R. 40) proposing nn amendment to the Constitu

tion of the United States. 
Rcsulrcd by the Senate and House of llcprcscntativcs of the United 

States of America in Congress assembled (two·thi1·ds of each House 
co;:curring therein), That the following article is proposed as an amend
ment t<? t~e Constitution of the United States. which, when ratified by 
the lcg·tsla,ures of three-fourths of the several State~. shall be valiu to 
all intents and JlUrpcscs as a part of the Constitut!cm: 

"Article XV I. The Congress shall ha"l"e power to lay and collect taxes 
on incomes, from whatever source derive<l. without apportionment 
among the several States, and without regard to ».ny census or enumera
tion." 

lim-e tllat and n·ant it reversed. I am not in favor of !Hltting 
any litigation into a tariff bill, and especially when I do not 
believe such a proposition is constitutional. 

As to the general policy of an income tux, I am utterly op
llOSell to it. I belieYe witll Gladstoue tl.lnt it tends to make a 
uation of liars; I belie,-e it is the most easily concealed of 
any tax tllat ca11 he laid, tlle most difficult of enforcement, and 
the lla rdest to collect; that it is, in a word, a tux upon the in
come of t!Je lJOnest men and an exemption, to n greater or less 
extent, of the income of the rascals; and so I am opposed to any 
income tax whate,·er in time of peace. But if this Nation 
sllould e>er be under the stress of a great war, exllausting her 
resources, and the question of war now being a question as to 
which nation llas tlle longest pocketbook, the greatest material 
resource in ·a great degree, I do not wisll to be left, I do not 
wish this Nation to be left, witllout an opportunity to avail itself 
of e>ery resource to provide an income adequate to the carry
ing ou of that war. 

1\Ir. CLAHK of .l\Iissonri. Mr. Speaker, is the gentleman from I hope that if the Constitution is amended in this way the 
l'\ew York calling this up under suspension of tlle rules, or in time \Vill not come when the America11 people will ever want to 
the ordinary course of procedure? enact an income tax except in time of war. 

l\fr. PAYNE. Rather than wait for the process of getting at Mr. GARRETT. Will the gentleman yield? 
it by the rules to-da3·, I am simply asking to call it up at this l\Ir. PAYXE. Certainly. 
time. l\Ir. GARRET'!.'. Then they would not be rascals i11 time 

Mr. CLARK of Missouri. How mucll time can we haye for of war? 
debate? 1\Ir. PAYNE. Oh, all the difficulties about it would still be 

1\Ir. PAYNE. l\Ir. Speaker, I am willing to haYe any reason- there, but I regard the presel'\·ation of the national life as more 
able time for debate, if we can llnve a conclusive yote upon the imtwrtant tllan the preservation ·even of the morals of some 
subject to-day. As far as I am concerned personally, my pres- men. I think the preservation of tlle Nation is of more conse
ence is greatly desired at the other end of the Capitol, or at quence tllan it is to keep even the rascals from the temptation 
least it seems necessary, on account of tlle conference on the of fa loe and perjured testimony. 
tariff bill. l\fr. GAHRET'r. If it is agreeable to the gentleman from 

l\Ir. CLARK of Missouri. Do yon know wllether my presence New York, I want to say tllat I understood tlle gentleman to 
and that of tlle other Democratic conferees is \Yanted oYer state his objection to an income tax in time of peace was be-
there? [Laugllter.] cause it 11romoted falsehood--

Mr. P.\.YNE. llfy friend is more fayorably situated, as far as Mr. PAYNE. That is one objection. I do not propose to 
tllat is concerned, so tllnt he can attend to his duties in tlle go into a discussion of it. "\Ye haYe only three quarters of an 

. House much more easily than I can. [Laughter.] hour on this side, and I wa11ted to take th·e minutes to state 
l\Ir. CLARK of Missouri. l\Ir. Speaker, I ask for two llom·s my Yiews and position. . 

on a side, one-llalf of the time to be controlled by anybody who lilt". SllfiTH of 1\Iiclligan. Will tlle gentleman from New 
may be named on that side, and one-half by myself. York yield? 

Mr. PAYNE. Well, I will suggest an hour and a llalf. l\Ir. PAYNE. Certainly. 
Mr. CLARK of l\Iissouri. Let us haYe two hours. :IIr. S:.\II'l.'H of l\Iichigan. Will the gentleman state whether 
1\fr. PAYNE. There is Yery little time asked for as far as the tariff bEl as it passed the Senate will, in his opinion, ~-ield 

I am concerned. I tllink I can say all I have to say about it reven11e sufficient in time of peace without an income tax, an 
in five minutes myself. inheritance tax, or a corporation tax? 

l\lr. CLARK of Missouri. I can, too; but I never had as many l\Ir. PAYNE. Well, l\Ir. Speaker, I do not lm0w how the tariff 
applications for time on any proposition since I llaYe been here bill will be passed. 
as I have on this. 1\Ir. SCIII'l.'H of l\lichigan. I said as it pas~ed the Senate. 

Mr. PAYNE. Tllen, I would suggest, suppose we llaye an 1\fr. PAYXE. I made a careful estimate of tlle revenue that 
agreement to have a vote at 4 o'clock, and that gentlemen on · the· bill would proYide as it came from the Ways and l\Ieans 
tllat side llave two hours of the time and we haye an hour and Committee. I llaYe not made any estimate since that time. 
three-quarters on tllis side. :.\Iy Yiews \Yere embodied in a few feeble remarks that I made 

Mr. CLARK of Missouri. 'l.'llat is all right. during the debate in the House, and I commend them to the 
'.rile SPEAKER. Tlle gentlema11 from New York asks 11nani- gentleman from l\Iicllig:~n, and he can figure out himself as to 

mons consent to consider at tllis time the joint resolution wllich whether it will yield enough or 110t. But I would prefer a cor-
has just been reported, tlle Yote to be taken at 4 o'clock. poration tux or m: :nlleritance tax to anything like a general 

l\Ir. PAYNE. Not later tllan 4 o'clock. income tax. 
The SPEAKER The yote to be taken at 4 o'clock; that th.e 1\Ir. RUCKErt of Missouri. Will the gentleman yield? 

time from 11ow until 4 o'clock to be for general debate, one hour Mr. PAYNE. Certainly. 
and three-quarters to the majority side and the balance of tlle l\Ir. RUCKER of J.\Iis~ouri. "\Yould it 11ot be just as easy for 
time to the minority. Is there objection? corporations to escape the corvoration tax as for individuals to 

There was 110 objection. escape the income tax? 
Mr. PAYNE. :IIr. Speaker, I sllall supvort tllis amendment lllr. PAYXE. Not by any menus. 

to tlle Constitution for reasons n·hicll I will yery briefly state. 1\lr. RUCKE!t of Missouri. Does 11ot tlle gentleman tllink 
I haYe had 110 doubt, since I first examined the question many that if "·e convled witll it a criminal statute which \Youltl put 

years ago, tllat an income tax was unconstitutional under our everyone in tllc penitentiary who sougllt to evade the income 
present form of Constitution. At tlle time I arriYed at that tax it would llave a good effect? 
conclusion tlle decision of the Supreme Court had been fayor- Mr. PAYNE. What is that? 
able to its constitutionalitJ". Of course tlle late decision, fifteen 1\Ir. RUCKER of Missouri. Does not the gentleman from. 
years ago, only confirmell my own belief, but it seems to me l'\ew York tllink that eYery one of the rascals lle spe:tks of \Yho 
that it ougllt to have giyen notice to all the people of tlle United are likely to eyade the income tax ougllt to be sent to the peni
Stntes tllat so far as tlw present Constitution is concerned, such tentiary? 
a law is unconstitutional: tllat the Supreme· Court \Yill not go l\Ir. PAY:l\E. It does not operate so in the old country and 
back on tlleir decision; that tlle doctrine of stare decisis will they do not get into the penitentiary. 
come in witll renewed force and vigor nncl overcome any ques- Mr. RUCKER of :Missouri. I think in this country where 
tion of doubt that there migllt be as to its constitutionality, al- tlle people will be taxed $200,000,000 more for their clothes, it 
Hwugll there is no doubt in my own mind. would be easier to get these rascals who evade the income tax 

No\Y, it has been suggested that an income tax be placed on into the penitentiary. 
tlle present pending tariff bill. That has been recommended l\Ir. PAYNE. "'ell, the gentleman from l\Iissouri has stated 
sometimes on tlle ground that it will furnisll an ovportnnity llis opinion, and I shall have to decline further interruption on 
for the ·Supreme Court to reverse itself and sometimes by account of my limited time. 
tllose enthusiastic individuals who want that khid of a tax Now, Mr. Speaker, because, in my mind, tllere is no other 
who believe that the Supreme Court ""ill reverse itself. I am way to get this war power that may he sometimes Yital ~o 
sometimes inclined to tllink that it is because they want to be- the existence of the country, I am persuaded to yote for tll1s 
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that the swollen fortunes of the Janel can be justly taxed. The 
gentleman from Massachusetts (;\Ir. l\IcC.\LL] complains that 
this thing is being clone in too much of n burry; that there is not 
time enough for debate. There never is in this House and under 
these rules time enough for debate. Some of us tried to remedy 
that evil on March 15, and the gentleman from l\Iassachusetts 
belpecl vote us down on that occasion. He is estopped from com
p~aining now of the way thing& are jammed through the House. 

A strange thing has happened. During the last campaign 
President Taft advocated an income tax, and gave it as his 
opinion that the Supreme. Court of the United States, as at 
present constituted, might hold it constitutional. That was one 
thing which helped to elect him. In his inaugural address he 
advocated an inheritance tax. Largely through the influence of 
my distinguished friend from New York [1\Ir. PAYXE], chairman 
of the "rays and Means Committee, the House incorporated 
into the tariff bill an inheritance tax. Instead of insisting 
that the Senate agree to the inheritance tax, in the nick of time 
the bnse was shifted again and the President sent in a recom
mendation for a corporation tax. 

In fact the newspapers inform us that certain eminent Repub
lican "big wigs," who assemble in another place, are anxious 
that it shall be known as "the Taft tax." Whether their zeal 
in that regard is because of their abundant love for the Presi
dent or because they fear the wrath of their constituents and 
therefore desire to make a scapegoat of the President this de
ponent saith not. However that may be, it seems to me that 
Mr. Chairman PAYNE and his Republican coadjutors on the 
Ways and Means Committee did not receive a square deal when 
they were induccll to make an inheritance tax part of their 
tariff bill. On that proposition they hu ve been unceremoniously 
rolled by the eminent statesmen who meet in another place. 
The newspapers inform us that, though this corporation tax 
was cooked up by a coterie of the greatest constitutional law
yers in the land-not one of whom knew that the income-tax 
law of 1894 had long since expired by limitation-it is to be 
withdrawn and recooked by the aforesaid coterie of the greatest 
constitutional lawyers now walking the earth. The result of 
this 11roposed recooking may prove to be another illustration of 
the old saw that "too many cooks spoil the broth." Unless 
these widely exploited constitutional lawyers know more now 
than they did when they first cooked up the corporation tax, it 
may turn out that this whole corporation-tax business, whose 
sole intent was to defeat the income tax, is a "comedy of' 
errors "-perhaps a "tragedy of errors" to some folks I wot 
of. If Republican Members are depending on that coterie of 
great Republican constitutional lawyers, who cooked up the 
corporation tax, for instruction on constitutional points, it is a 
clear case of the blind leading the blind, and they are liable to 
tumble into the ditch together. 

So we have all three of these propositions pending now in 
some shape. We have the inheritance tax in the Payne bill; the 
corporation tax in the Aldrich-Smoot bill; and now we are 
fixing to adopt an income tax. I do not suppose there are going 
to be Yery many votes on the floor of the House against this 
proposition, because if this proposition should be defeated here 
to-day, the chances are that this conference that is going on 
between the two Houses on the tariff bill will last until the first 
Monday in December. 'l'hat is all I have got to say about it. 
We are in favor of it, and I will welcome the aid of you gentle
men over there. 

Mr. BURKE of Pennsylvania. \\.ill the gentleman yield? 
l\Ir. CLARK of Missouri. Certainly. 
Mr. BURKE of Pennsylvania. The gentleman has stated that 

if he had his way, he woulcl increase the exemption beyond the 
$5,000 marl;:. I want a little light on this subject, and I will 
ask the gentleman if he hrrs any objection to stating to the 
House how much he would increase the exemption, and why? 

Mr. CLARK of Uissouri. Oh, I do not know. I said if I had 
my way, I might increase it rather than diminish it; and I cer
tainly would increase it rather than diminish it, and for this 
reason: Five thousand dollars is not an unreasonable amount 
for a n1an to support a family on and educate his children; 
$6,000 would not be an unreasonable amount; $7,000 would not 
be an unreasonable amount. But I say that n·hen a man's net 
income rises above $100,000 a year it does not make any differ
ence to him, practically, whether you take 1 per cent, 2 per cent, 
5 per cent, or 25 per cent, as they do in Germany. [Applause 
on the Democratic side.] 

1\fr. BURKID of Pennsylvania. That does not answer the 
question. · 'Vill the gentleman state, so that those who desire to 
follow him may follow him intelligently, what figure he would 
place the exemption at? 

Mr. CLARK of Missouri. I said I might put it aboye $5,000. 
Mr. BURKE of Pennsylvania .. How far aboYe? 

Mr. CLARK of Missouri. I do not know. I would ha.-e to 
study it. 

Mr. BURKE of PennsylYania. The gentleman does not seem 
to know any more about the figure at which he would place it 
than he does about the other propositions involved. 

l\Ir. CLARK of Missouri. What is that? 
Mr. BURKE of Pennsylvania. The gentleman stated that he 

would place it above $5,000, and I would like to have the g•mtie
man state the precise figure how far above he would place 1f; 
what would be a fair figure, in his estimation, and why he would 
fix it at that figure? 

Mr. CLARK of Missouri. I would fix it for the public good, 
whatever figure I fixed. [Applause on the Democratic side.] 

I now yield to the gentleman from Alabama [llfr. CLAYTON]. 

(Mr. CLAYTON addressed the House. See Appendix.] 
Mr. PAYNE: 1\Ir. Speaker, I yield ten minutes to the gen

tleman from Connecticut [Mr. HrLL]. 
· l\Ir. HILL. Mr. President and gentlemen of the House of 

Representatives, I shall vote against this amendment for the 
following reasons: In the first place, I do not believe that this 
extra session of Congress was called to completely change and 
revolutionize the taxation system of the United States. I think 
that a question of such magnitude should be submitted to the 
people and discussed in a campaign preparatory to the pre
sentation of so important a matter as an amendment to the 
Constitution of the United States. This proposition was found 
in the Democratic platform and not in the Republican plat
form on which. the presidential campaign of 1908 was won. 
My understanding is that Congress was called together for 
the sole purpose of revising the Dingley tariff law on the basis 
of the difference in the cost of production at home and abroad, 
and, so far· as the House is concerned, an honest attempt 
has been made to do that. I voted in the Ways and l\Ieans 
Committee for a supplement to that revision in the shape of 
an inheritance tax. My judgment was then and is now that 
it was not nece~ mry. I am a firm believer that in times of 
peace the revenues of this country should be derived from cus
toms duties and internal-revenue taxes, and that if the:;:e are 
not sufficient, as prudent people we ought to reduce our ex
penses to a point where they will be covered by such revenues; 
and yet, under all the circumstances, and realizing that the in
heritance tax would bear hardly upon the people of my State, 
I voted for an inheritance tax. 

I do not know now but that I may ultimately Yote for a cor
poration tax. My mind is not yet made up on that question. I 
shall not vote for an income tax. I agree with the chairman of the 
Ways and Means Committee [l\Ir. PAYNE], who made the open
ing remarks in this discussion, that we ought to have the power 
to Jay an income tax in time of war, but I am not in favor of 
giving this Government the power to lay an income tax in time 
of peace. "rith an· amendment limiting it to time of war or 
other extraordinary emergencies, I woull1 gladly vote for it; 
yes, I wouhl vote to take every dollar of the property of every 
citizen of the United States, if need be, to defend the honor, 
dignity, or life of this Nation in the stress of war; but when 
it comes to a question of current expenses in time of peace, I 
would cut the expenses of the Government so as to keep them 
within our natural income. 

We are a Nation of 90,000,000 of the most extraYngant peo
ple on the face of the earth, and yet ""e are now plending 
that the system of taxation which the fathers of the Republic 
proYided and which for more than a century has met all ex
penditures and furnished a surplus besides, from which we have 
reduced our national deht incurred in \\";a· time faster than any 
nation on earth ever reduced its debt, that !"UCh a system is not 
sufficient to meet our orclinn ry pence expcn~es. 

Stop a moment nnd consider \Yhat we nrc doing in voting to 
giYe this Gm·ernment the power to lay nn income tax in time of 
peace. I know of no better measure of the way in which this 
burden would fall on the various States in the Union than to 
judge of it by the inheritance tax laid to meet the expenses of 
the Spanish-Americnn war, for the last income tax that was col
lected from our people was back in the civil-war period, and 
conditions hnve mightily changed since then; but· we did have 
an inheritance tax in 1900 to 1902. 

The last full year of thrrt tax showed as follows: The Btate 
of New York paid $1.608.000 of it: the collection district of Con
necticut and Rhode Island, $660,000: the State of PennsylYania, 
$641,000; the State of :IIrssachusetts, $559,000: the State of 
Illinois, Mr. Speaker, paiu $825.000; making all told .in those five 
collection districts $3,795,000 that was raised out of a total of 
$4,842,000 in the lnst full .rear of this tax, so that of the entire 
amount collected from the inheritance tax in the whole Union 
six States paid three-fourths of it. 
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I hope that if this law is to be enacted, we will yet have an 
opportunity to discuss its merits and to amend it in some re
spects. The original measure has already been amended as a 
result of the opposition interposed to it, so as to exempt labor 
orgunizations and fraternal beneficiary societies, agricultural 
associations, and building and loan associations, but there are 
other amendments that ought to be made which I have not the 
time to discuss. 

I submit that in view of the importance of the corporation
tax amendment, that both wisdom and our duty di"ctate but 
one cours~ to pursue, and that is, to defer action until we can 
give to it the study, the research, the analysis, and the con
sideration to which it is justly entitled. {Applause.] 

Mr. CLARK of Missouri. I _yield to the gentleman from 
Kentucky. 
· Mr. JAMES. Mr. Speaker, I desire to say that the argument 

of the gentleman from Connecticut [Mr. HILL] does not appear 
to me to be one that will stand analysis. He tells us that Con
necticut, which has been taxing all the rest of the people of the 
"Cnited States under the protective-tariff system until it has 
grown so rich, If this taxation upon incomes is placed upon her 
wealth, would pay more than 30 other States in the Union. Yet 
the gentleman is so patriotic that he is willing to state that when 
the poor man is willing to give his blood or his life when the 
Hepublic is in peril, when the battle is on, that not until then 
is he willing that his people shall make any contribution to 
su~tain the Government out of the ·abun<lant fortunes they have 
piled up under the system of the protective tariff. 

l\Ir. HILL. I challenge any man to say that the New England 
States did not pour out their blood as well as their wealth in 
the war of the rebellion. [Applause on the Republican side.] 

l\Ir. JAMES. They may ha,·e b~en pouring out their blood 
upon the battlefields. And if they haYe, I deny that you speak 
for them when you say they are unwilling to bear their part 
of the burden of taxation to keep up this Government, which 
has blessed them so abundantly. [Applause on the Democratic 
side.] I would state to the gentleman that his party is not 
for the income tax even as a war measure. The history about 
·this question has been written. No declaration of any man 
can affect it; and the t·ecord liYes which tells us that when this 
Government was in the tllroes of \var with Spain, when fr<lm 
shop and field and factory brave men had left loved ones at 
home and were at the front, offering their lives upon their 
country's altar and in defense of its flag, the Democratic side 
offered an income-tax law as a part of the war-re,·euue meas
ure, which placed a tax upon the incomes of the rich, asking 
that as the poor were standing in front of the cannon on the 
fields of conflict the fortunes of the corporations and the rich, 
which in peace were exempt from taxation, might pay something 
to sustain the Government in the hour of its peril. But even in 
this g-reat crisis you gentlemen upon the Republican side were 
unwilling to cast your votes in favor of the income tax, even 
·as a war measuTe, and the whole Republican side voted no. 
[Applause on the Democratic side.] But, instead, you put the 
burden of taxation upon the poor, who were at home and at the 
front. Yon made them not only fight the battles, but pay the 
tnxes, too. [A!)plause on the Democratic side.] 

Mr. Speaker, the Democratic platform of 1896 used i..his lan
guage in reference to the income tax: 

But for this decision by the Supreme Court there would be no defi
cit in the revenue under the law passed by a Democratic Congress in 
strict pursuance of tbe uniform decisions of that court for nearly a 
hundred >·ears, that court having in that decision sustained constitu
tional objections to its enactment, which had previously been over
ruled by th~ ablest ju<l.ges WilD have e'er sat upon that bench. WP 
declare that it is the duty of Congress to use all the constitutional 
power wl!ich t·cmains after that dcci.sion, or which may came from its 
re,;crsa! by the court as it may llereafter be constituted, so that the 
burdens of taxation may be equally and impartially laid, to the end 
tbat \Yealth may bear its due proportion of the expense of the Gov
emment. 

Mr. Speaker, we all remember how fiercely the Democracy 
was assailed for tllis declaration. We were cllargecl with as
saulting the Supreme Court of the Uuitecl States. You gentle
men on the Republican side charged that Mr. Bryau and the 
Democratic party were almost guilty of treason for this decla
ration. This was an honest effort on tile part of the Democratic 
party to haYe the Supreme Court rehear this question, that, if 
possible, the immense fortunes, which President Roosevelt 
called "swollen fortunes," but which might perhaps have been 
more appropriately called "stolen fortunes," might bear some 
part of the burden of taxation in this Republic.· This declara
tion arrayed against the Democratic party all the rich, all of 
the possessors of these fortunes, who were interested in escap
ing taxation and transferring its burdens to those least able to 
bear them. Many of those purses that were tightly drawn 

against the tax collector of the Government were willin"1\" 
opened to the Republican campaign collector in order that the 
party that desired to tax the wealth of the country might ue 
kept out of power. For all these years the Democratic partv 
has been battling to have an income tax held constitutionai 
The Republican party, in full power in e\·ery department of 
the Government, has strongly and successfully resisted out· 
efforts. But how times do change! And I desire here to read 
from a speech of President Taft, delivered at Columbus Ohio 
in 1907, while he was Secretary of War. It is as follow~: ' 

In times of great national need, however, an Income ta.x would be of 
great assistance in furnishing means to carry on the Government and 
it is not free from doubt how the Supreme Court, with changed 'mem
bership, would view a new income-tax law under such conditions. Tbe 
court was nearly evenly divided in the last case, and during the civu 
war great sums were collected without judicial interference, and, as It 
was then supposed, within the federal power. 

That was virtually the declaration of the Democratic party in 
1896. 1\Ir. Taft was not assailed, however, as attacking the in
tegrity of the court or charged with treason to his. country for 
the utterance of these words. I merely desire to parallel these 
declarations, the utterance of the Democratic party in the na
tional convention, made in 1896, and the utterance of Secretary 
Taft, as a candidate for the Presidency, asking for the Republi
can nomination in 1907. The court has changed since this de
cision upon the income tax. Only four members of the nine who 
were then upou the bench are now members of that honored 
tribunal. Five new judges have since gone upon this court. Of 
the four who yet remain, two were in favor of and two opposed 
to the income tax. When the income-tax case was first heard 
only eight judges participated in the hearing; four voted to sus
tain the law and four voted against it. Justice Jackson, the 
ninth juuge, participated in the rehearing of the case. Every
one thought his decision would determine the question either 
for or against the constitutionality of the income tax. HoweYer, 
in this they were very sadly disappointed, for Justice Jackson 
voted to sustain the law, but one of the judges who formerly 
voted to sustain it changed his mind, or at least changed his 
vote, and voted against the law, making it five to four in the de
cision holding the income tax unconstitutional. 

I now desire to submit for the consideration of this Honse the 
utterance of former President Roosevelt in his messttge to the 
Congress of the United States on December 4, 1906, when he 
used this language : 

In its incidents, and apart· from the main purpose of raising revenue, 
an income tax stands on an entirely different footing from an inherit
ance tax; because it Involves no question of tbe perpetuation of for
tunes swollen to an unhealthy size. Tbe question is in its essence a 
question of the proper adjustment of burdens to benefits. As tbe law 
now stands, it is undoubtedly difficult to devise a nntionnl income tax 
which shall be constitutional. But whether it is absolutely impossible 
is another question; and if possible it is most certainly desirable. The 
first purelv income-tux law was passed by the Congress in 18Gl. but 
the most 'important law dealing with the subject was that of 1894. 
Tbis the court held to be unconstitutional. 

The question is undoubtedly very intricate, delicate, and troublesome. 
The decision of the court was only reached by one majority. It is the 
law of the land, and is, of course, accepted as such and loyally obeyetl 
by all good citizens. Nevertheless, tbe hesitation evidently felt by tha 
court as a whole in coming to a conclusion, when considered together 
with the previous decisions on the subject,. may perhaps indicate the 
possibility of devising a constitutional lncome-ta:< law which shall 
substantially accomplish the result aimed at. The difficulty of amend
ing the Constitution is so great that only real necessity can justify a 
t•esort thereto. Every effort should be made In dealing with this sub· 
ject, as witb the subject of the proper control by tbe National Govern
ment ""~" the use of corporate wealth in interstate business, to de
vise legislation which without such action shall attain tile deshcd end; 
but if tbis fulls, there will ultimately be no alternative to a con
stitutional amendment. 

Mr. Speaker, it will be observed here that he suggests that 
the court be given another opportunity to pass upon the income
tax question. He says: 

The decision of the court was only reached by 1 majority. Nevcrthc· 
less tbe hesitation evidently felt by the court as n whole in comini' to a 
conclusion, when considered togcth~ with the previous decisions on the 
subject, may perhaps indicate the possibility of devising a constitutional 
income-tax law which shall substantially accomplish the results aimed at 

These statements of !11r. Taft and llfr. Roosevelt show 
that it took them twelYe years to finll out the Democratic 
party was right; for their utterances in support of the posi· 
tion of our party come twelve ~'ears after the Democratic partr, 
with marvelous courage and the fidelity and love of country 
born of patriotism alone, challenged wealth's exemption from 
taxation aud denied that the poor and plain citizens of the 
Republic, and these alone, should bear by themse!Yes the burden 
of taxation, and advanced the hope that a rehearing of tile 
case, with the changell membership of the court, would return 
to the unbroken precedents of the Supreme Court of the United 
States for a hundred years and hold constitutional the income
tax law. [Applause.] 
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fore President Taft, as he was explaining it to the House, and 
he also was pleased at the suggestion and promised cooperation 
to see that a b.ill was prepared as a basis for his suggestions. 
Nothing was said then about an amendment to the Constitution 
upon the income-tax question. Mr. Speaker, this worming in 
and worming out of the Republican party and its leaders on the 
income-tax question forces me almost to question their sincerity 
in being its friend. I shall vote, Mr. Speaker, to submit this 
constitutional amendment to the States; but when I do so, I 
do not concede, nor does the Democratic party concede, that 
Congress has not now the power to impose such a tax. Our 
national platform of 1908 says: 

We favor an income tax as part of our revenue system, and we urge 
the submission of a constltutwnal amendment specifically authorizing 
Congress to levy and collect a tax upon individual and corporate in
comes, to the end that wealth may bear its proportionate share of the 
burdens of the Federal Government. 

There is no contradiction between this position of submitting 
an amendment to the Constitution to the States and passing an 
income-tax bill at this session of Congress providing for an in
come tax, for the reason that there were two or three questions 
before the Supreme Court upon the question of taxing incomes 
from various sources, which the court unanimously agreed were 
not subject to taxation. A constitutional amendment will 
remedy this. situation and gi>e to Congress the power "specifi
cally" to lay such a tax. We could then proceed to resubmit to 
the "changed membership of this court" these questions where 
the court stood 5 to 4 by reason of the changed opinion of 
one member of the Supreme Court, and I believe, as I belie>e 
I am in the House of Representatives at this moment, that 
the Supreme Court will return to the long line of decisions hold
ing the income tax to be constitutional. What shall our Repub
lican friends do about this question? Is the bill promised by the 
Republican leader [Mr. STEVENS of Minnesota] to fall by the way
side? It delighted Mr. Roosevelt, it pleased Mr. Tart, it met the ap
proval of the Secretary of the Treasury. I believe I speak for 
the Democratic side when I say we stand ready now, as we 
have for twelve long years, to pass such a bill. Will you give us 
the opportunity, or are you attempting to dodge behind 12 
States in the Union and defeatthe income-tax amendment, and 
in this way prevent the wealth of the country paying any part 
of the taxing burden? I am delighted to orfer you the platform 
of 1896 as your remedy for such a bill, as with a delight which 
equals, if it does not surpass it, I offer the Democratic platform 
of 1908 proYiding for the constitutional amendment. 

This battle, Mr. Speaker, for the income tax has just begun. 
We intend to carry it to the last ditch. I sincerely trust that 
in every State in the Union when a man becomes a candidate 
for the legislature or for the Senate, whether he be Republican 
or Democrat, the people will force him to say how he stands 
upon the question of the income tax. Mal;:e him speak out 
either for or against the people. Wealth is always organized; 
corporations stand fighting it now. The people must be aroused 
if they will succeed. Mr. Speaker, in my judgment, the most 
unfortunate decision ever written was the one holding the in
come-tax law linconstitutional. For a century this law had been 
held constitutional by an unbroken chain of decisions reaching 
from the first link forged by the Revolutionary judges down for 
more than a hundred years; a chain of decisions so strong that 
Abraham Lincoln girded it about the Republic in its darkest 
hour in the war between the States. [Applause on the Demo
cratic side.] It stood an these tests; it grew strong with age. 
Its repeated upholding by the court through this long line of 
decisions, its long acquiescence in by the people, its absolute 
justice, its immeasurable equity, stamp it a law better than 
stare decisis, for it is a law as just as the Republic ever made, 
so fair and so righteous that it might be called the "golden rule 
of taxation." [Applause on the Democratic side.] 'l'o my mind 
the income tax is the most equitable of all systems of taxation. 
It is the ideal way to support the Government. Let those who 
prosper little pay little, for they are least indebted to the GoY
ernment; let those who prosper more pay more; let those who 
prosper most pay most; let those who prosper greatly ]Jay 
greatly, for certainly they lmYe been most blessed and are there
fore most indebted to the Government. \Vhat man is so un
grateful to his country that he is unwilling to pay a small tax 
upon his income above $5,000 to help sustain and perpetuate tlw 
Go,·ernment under which he enjoys such success? Many bills 
have made such pro>ision, but to meet defeat at the hands of 
the Republican party, which has always opposed ta..'i:ing wealth 
in any degree. 

Who is prepared to defend as just a system of taxation that 
requires a hod carrier, who for eight long hours each day wends 
his way to the dizzy heights of a lofty building with his lqad 
of mortar or brick, to pay as much to support this great Re-

public as John D. Rockefeller, whose fortune is so great that 
it staggers the imagination to contemplate it and whose prop
erty is in every city and State in the Republic and upon every 
sea protected by our flag. [Applause on the Democratic side.] 
Who believes that it is just to say that 23 farmers in my dis
trict, who by a life of self-denial and unceasing toil have been 
enabled only to accumulate 200 acres of land and a modest 
home, who in sunshine and storm labor on, who by such a life 
only own in this world's goods $5,000 each-is it just, I 
inquire, for these men to pay as much taxes to keep up this 
Government as the 23 men who compose the directorate of the 
New York City Bank, which has a controlling financial power of 
$11,000,000,000, or one-tenth of the wealth of the United 
States? Should these men, I submit, who control as much 
wealth as all the people in the States south of Mason and 
Dixon's line, pay no more taxes to support this Republic than 
the 23 farmers in my district whose total wealth only amounts 
to $115,000? Yet under the system of taxation now in opera
tion in this Government, under the Republican party, the 23 
farmers pay the most tax to keep up the Federal Government. 
Is it a matter of gr~at speculation, then, that wealth is so 
unequally distributed? I am quite free to confess, Mr. Speal,er, 
that it is impossible for me to find one single just reason for 
opposing the income tax. How men can defend a system of tax
ation in a republic which requires of the poor all of its taxes and 
exempts the rich absolutely I am totally unable to see. In the 
everyday walks of life we expect more for church, for charity, 
for the uplifting of society, and education from those who are 
most prosperous, most wealthy, most able to give. Yet the sys
tem of taxation advocated by the Republican party drives the 
taxgatherer to the tenement house and makes him skip the man
sion, drives him to the poorhouse and lets him pass the palace. 
[Applause on the Democratic side.] 

No man can be found, Mr. Speaker, with rarest exception, 
who will deny the equity of an income tax. They offer no 
argument in opposition to it. Their only refuge that I have 
been able to observe is that it is unconstitutional; and when 
they say this they are all afraid to give the Supreme Court 
another chance to pass upon it [applause] to see whether the 
court was right for a hundred years and wrong for fifteen, or 
wrong for a hundred years and right for fifteen. 

I have heard it urged by some gentlemen upon the Repub
lican side that the passage of an income-tax law would under
mine and at last destroy the protective-t.·uiff system. This, 
Mr. Speaker, is equivalent to saying that in order to give a few 
monopolists and manufacturers the right to reach into the 
pockets of all the people, you have kept the tnxgatherer from 
reaching into the pockets of the few, the fortunate few, the 
intrenched few, the successful few; but you have driven the 
taxgatherer to the same pockets which monopolies pillaged 
under the protective tariff for taxes to sustain the Government. 
The protective-tariff system is vicious enough in itself without 
adding to it the iniquity of saying that in order to perpetuate 
it you must place the taxing burden of the Government upon 
the .masses of the people, who must also bear the heavy burden 
the protective-tariff system inflicts upon them. . 

Mr. Speaker, no tax w·as ever more unjust, in my opinion, 
than a tax upon consumption; for all must eat to live, aU must 
wear clothes, and when you place a tax upon what it takes to 
sustain one, you announce the doctrine that all men share alike 
in the blessings of government, that all men prosper equally. 
But we ha>e only to look about us to see how false this doc
trine of taxation is. A tax upon what some people eat and 
,vhat they wear "·ould deny them the necessities of life, w:1ile 
others rolling in opulence and accumulating their wealth mto 
the mi'llions, would not feel such a tax. Then, besides this, 1\~r. 
Speaker, the protective-tariff system has become so vicious ill 

this Republic that the Hepublican party's candidate, Mr. Taft, 
promised the country a revision, and a rm·ision do:nl\vn.rd. 
But like that party always does, it procrastinated tb1s relief. 
It ~aid it would come to the people after the election. 'l'he 
De1i10cratic party said the reason it wanted first to. be en
trenched in power and put off this promised relief unt1l after 
the election was because the Republican party intended to def 
ceive the people. And behold now, Mr. Speaker, the trut~ o 
this prophecy. What a shameless violation of the prO!msed 
revision downward do we now behold! 'l'he betrayal of the 
people by the Republican party is writte1; ~n this House au~l ~t 
the other end of the Capitol, for the renswn has been urm atd 
:mel not downward. The reason the Republic:m party. 'vould 
not reform the tariff before the election was they knew 1f .they 
did reform it in the interests of the people, the corruption tund, 
which they were so used to receiving, wo~1ld be denie(~ thc;1~ by 
the. favored few with whom they were m partnership .. Ihey 
Jmew if the legislation was in the interest of the monopohe>;, as 

\ 
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it now ls, the people would rebuke them, so they put it off until But, aside from all that, it tends to what is e>en more dan-
after the election. gerous-an attempt to change our form of government through 

2\fr. Speaker, this battle for an income tax will go on. This the taxing power of the Congress. 
is the people's Go>ernment and the i·ight will prevail. During If such a change toward government control of business is 
all these years the mighty rich-an army of millionaires-have to be adopted, it should be done as is proposed by this resolu
been exempted from taxation, but the people are now aroused. tion, namely, by a constitutional ap1endment. We should re
There are two lines of battle drawn for this great contest. sist to the utmost any attempt of the Congress to change, 
Under which flag will you stand-the flag of Democracy or through the taxing power, the form of government under which 
the fiag of plutocracy? we have conducted our affairs for so many generations. 
-· We shall win, for- Mr. Speaker, as I have said, I believe that upon the adop-

Stlll, Truth proclaims this motto tion of this resolution, this unfair, this inequitable corporation 
In letters of living light: tax should at once be dropped by the conferees upon the tariff. 

No question is ever settled. · 
Until it is settlod right. It was put forward not really as a revenue raiser, but chiefly · 

[Applause on the Democratic side.] ·as a political expedient and primarily to give the Federal Gov-
And I would scorn, l\Ir. Speaker, a government whose taxing ernment these gross inquisitorial powers. That is the feature 

power provides th;J.t Lazarus must divide his crumbs with the of the corporation tax most commended by President Taft, 
taxgatherer, but that Dives shall not give of his riches. [Great and that is the feature of the tax to which I am most opposed. 
applause on the Democratic side.] Why, gentlemen, suppose that at some time in the future while 

Mr. LONGWORTH. l\Ir. Speaker, I have been requested by such a corporation tax w.as in force some Chief Executive were 
the gentleman from New York [.Mr. PAYNE] to control the to send a member of his Cabinet to Wall street to collect cam
time on this side during his absence from the Chamber. puign contributions for his reelection from the corporations in 

· The SPEA::KER. The Chair desii'es to state that the gentle- my city, what a mighty club he would h.ave to hold over their 
man from New York was entitled to one hour, and the gentle- heads. 
man from l\Iissouri who was recognized is entitled to one Mr. Speaker, I hope the corporation tax will go out of the 
hour. tariff conference, and I hope that the whole question will go 

l\fr. CLARK o! Missouri. Mr .. Speaker, my understanding over, as it should go, to be considered by the States. A eolisid
was that the gentleman from New York [Mr. PAYNE] con- eration by the States separately of the question of an income 
trolled the time on that side, and that I ·controlled all the time tax, both individual and corporate, will provide what was de
on this side. manded by the last Democratic platform, namely, a constitu-

The SPEAKER. The Chair has no objection to the gentle- tional amendment permitting a tax upon all kinds of income . 
. man from New York and the gentleman from Missouri con- [Applause on the Democratic side.] 
trolling the time. - l\fr. CLARK of Missouri. Mr. Speaker, how much time did 

l\Ir. CL..illK of Missouri Then, I ask unanimous consent the gentlenian from New York use'/ 
that the time be controlled by the gentleman from New York The SPEAKER. He used ten minutes. 
oil that side and that T control the time on this side. Mr. CLARK of Missouri. He only had five. 

The SPEA.KER. The gentleman from Missouri asks unani- The SPEAKER. Five, or whatever it was. The messenger 
mous consent that the time which was allowed by unanimous who keeps the time stated that the gentleman's time had ex
.consent for debate shall be controlled, one hour and thr-ee pired, and the Chair was under the impression that he had ten 
quarters by the gentleman from New York and two hours by minutes. 
the gentleman from Missouri. Is there objection? l\fr. LONGWORTH. Mr. Speaker, I ·yield ten minutes to the 

There was no objection. gentleman from Ohio [Mr. KEIFER.] 
Mr. LONG"\VORTH." I will ask the gentleman from l\Iis- Mr. KEIFER. Mr. Speaker, most everything comes within 

souri to use some more of his time, as there is no gentleman at the scope of this debate, and especially aie we allowed to hear 
present who wishes to speak on this side. what we have heard for many years, that exaltation tlill.t comes 

Mr. CLARK of Missouri. I will yield five minutes to. the from the Democratic party when a thing is about to be done 
gentleman from New York [Mr. HARRISON]. · that some time in the history of the country some of the Demo-

Mr. HARRISON. l\Ir. Speaker, I am in favor of this resolu- cratic party has favored. It is said that this amendment pro
tion, and shall vote for it. At the same time I have grave doubts posed is to be useful in time of war. If there ever is any nece~
of the advisability of attempting to put through any special sity for an income tax, of course it- is when the Nation is at 
.form of taxation at the end of this long tariff agitation. How- war. I want to say, Mr. Speaker, with the utmost kindness, 
ever, this income-tax amendment is a confession by the Repub- that so far as history shows the Democratic party has not been 
1ican party that they are unable to raise sufficient revenue by in favor of an income tax in time of a great war, and it might 
·means of a tariff and that they must resort to another form of well be that it should stand converted now. In the civil war, 
taxation. For seven long years the Nation has been dancino- in the most trying period of it to the Union, when the question 
. .and now it is called upon to pay the piper. Our spree is ove~' of an income tax was voted upon on this fioor, every Democrat 
.and we are now realizing how sad is the way of the man wh~ present and voting voted against it and denounced it as un
ll.as lived beyond his income. It must be admitted, however, constitutional. [Applause on. the Republican side.] Not a 
that in such an emergency an income tax is the soundest of single Rej:mblican, as the RECORD shows, voted against it. 
Democratic doctrine, and 3·ou Republicans, as was well stated · In the Senate of the United States at that time eyery Demo
by the gentleman from Kentucky [l\Ir. JAMES], are turning to us crat voted against an income tax save l\Ir. McDougal, of Call
in this crisis for remedial legislation. fornia___:one only in both Houses. Now I congratulate the Demo
., There is a fea~ure of this resolution, moreo>er, which espe- cratic party after these many years in a conversion to the 

Cially commends rt to me. If the resolution prevails, it should income tax so that it may be levied in time of war. I am not 
be incumbent on the conferees upon the tariff to drop immedi- ver'y much enamored ·of this proposition. I hope a just, equit
ately _from consideration the proposed corporation tax put into able tariff bill will be passed to so levy import duties as to 
the brll by the Senate. This resolution now before the House raise all the reYei:mes that we need; but if it is necessary, I 
provides for the taxing of incomes from whatever source de- want the Republican party to be in a position that they can 
ri>ed. That means taxes upon incomes of corporations as well rely upon the Democratic party in Yoting for an income tax· 
as individuals. In my opinion the corporation tax as it passed in times of war and not have the cry then made by Democrats 
the Senate is unconstitutional; but if this resolution prevails, that it was unconstituti<llwJ.. I do not hear anybody disputing 
and the States give us the constitutional right to pass a law this last statement. [Applause and laughter on the Republican 
taxing the incomes of corporations as well as individuals, such side.] 
doubts will be at once removed. l\Ioreover, as it now stands, l\Ir. SULZER. Ancient history. 
alone, without an indi_'l'i~ual income tax: the corpo:ation t~x is Mr. KEIFER. That is. admitted; but it is truthful history. 
the most grossly unfarr rmpost ever levwd by motwn of erther Now, Mr. Speaker, there rs something said about the necessity 
Chamber of Congress. It is unfair because it will allow one of an income tax to reach the idle rich; but if we bad only the 
man with a $100,000 income to go free, while another man who I idle rich, I think I would rather like the programme; but there 
may get $10,000 in income must pay the tax because his business are in this country thousands and tens of thousands of enterpris
is incorporated. It allo"·s the man conducting a grocery busi- ing spirits who have gone forth with energy, industl:y, and by 
ness upon one corner of the street to go scot-free, while another displaying economy have acquiretl fortunes, and they are the per
man that carries on the same business on the next corner of the sons who are to be reached by an income tax; and I am willin"" 
same street is obliged to pay a tax because he has incorporated they shall be \Vhen the trying times come. " 
ll.i~ business. It tb~s violates the fundamental pril:lci~le of tax- W~ile it may be true that those who by their ability and 
atJon, namely, that rts burdens should be .equally distnbuted. provrdence amass an estate are secure, an income must bear a 
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the lmrdens of r:overnment, and who ought not to be subjected to the 
dominion of n~-:"re.o:ated wealth any more than the property of the 
counn~· shoul<l be at the mercy of the lawless. 

In tl!e disseu ting opinion of Justice Brown we find the follow-
ing language: · 

It is difficult to overestimate the importance of these cases. I cer· 
tainly can not overstate the rcr:rct I feel at the disposition made of 
them l>y the court. It is never a light thing to set aside the deliberate 
will of the legislature, und in my opinion It should never he done, ex
cept upon the clearest proof of its conflict with the fundamental law.· 
Respect for the Constitution will not be inspired by a narrow and tech
nical construction which shali limit or Impair the necessary powers of 
CongTess. * • * 

By resuscitating an arr:ument that was exploded In the Hylton case 
and has lain practically dormant for a hundred years, It is made to do 
duty in nullifying not this Jaw alone, but every similar law that. is not 
based upon an impossible thenry of apportionment. * * * 
. It is certainly a strange commentary upon the Constitution of the 
Unitecl States and upon a den)ocratic Government that Congress bas no 
power to lay a tnx which is one of the mnin sources of revenue of 
nearly eYery civilized state. It is a confession of feebleness in which 
I find myself wholly. unal>le to join. 

While I have no doubt that Congress will find some means of sur
mounting the pt·esent crisis, my fear is that In some moment of national 
peril this decision will rise up to frustrate Its will and paralyze its 
arm. I hope It may not prove the first step toward the submergence of 
the liberties of the people in a sordid despotism of wealth, 

As I can not escape the conviction that the decision of the court in 
this great case is fraught \\'itb immeasurable danger to the future of 
the country and that it approaches the proportions of a national calam
ity, I feel it a duty to enter my protest against it. 

Surely when the members of this high court itself thus ex
press their dissent from the decision, members of the bar and 
the peot1le should not be expected to han~ coufiderice in the de
cision or to believe that it correctly decides the question, and 
they are justified in belieYing and asserting that Congress has 
been deprived by this decision of the power to levy taxes for 
the support of the Government in the way and manner intended 
by the Constitution. Therefore, if it requires a constitutional 
amendment to restore to Congress this power of levying ·a tax 
upon tlle wealth o.t the country, in order tllat it may bear its 
just proportion of the burdens of govemmeut, and to restore to 
the vcople and to Congress their right to levy and collect taxes 
for the support of the Government in the way it had be·en done 
for a hundred ~·ears prior to this t1cdsion; I must vote for the 
amendment. I believe. howewr, that if the question was again 
submitted to the court, as now constituted, that the decision 
would be different. 

STARE DECISIS. 

But we are told by the gentleman from New York Uir·. 
PAYNE] that the court would not change the decision, but would 
render the same decision, because tlley would- follow the rule 
of stare decisis. The court did not follow the rule of stare 
decisis in the Pollock case, reported in the One hundred and 
fifty-eenmth and One hundred and fifty-eighth United States 
Reports, and. they very frequently reverse themselves and re
verse prior decisions of the court, and in many cases that might 
be cited this has been done. . 

In the case of Pollock 1'. Loan Co. (157 U. S., 429), the very 
case in which the Supreme Court first considered the income
tax net of 1894, the Cllief Justice, who agreNl with the ma
jority of the court in the One hundred and fifty-eighth United 
States Reports, and delivered the opinion of the court declar
ing the income tax unconstitutional, said: 

\Yhile the doctrine of stare decisis is a salutary one and is to be ad
hered to on proper occasions, thi~ court should not extend any decision 
upon a constitutional question if it is convinced that error in princi
ple may supe!'Yene. 

Also, on page G76, he declares: 
If it is manifest that this court is clothed with the power and ln

trush•cl with the cluty of maintaining the fundamental law of the Con
stitution, the discharge of that dut~· requires it not to extend any deci
sion upon a constitutional question if it is convinced that error in prin
~iple may supcnene. 

Aml he quote's approvingly the cases in which the same doc
trine is held, ''iz, Lessee of Carroll (16 Howard, 275) and The 
Gennesee Chief (12 Howard, 443). 

In this latter case the court O\erruled the case of The 
Thomas Jefferson (10 Wheat., 428). The first case, The Thomas 
Jefferson, hnd decided that the Lakes and navigable waters 
connecting them were not within the scope of the admiralty 
and maritime jurisdiction of the United States courts, but that 
the jurisdiction was limited to the ebb and flow of the tides, 
and this decision hnd been followed in the Eleventh Peters, 
17G; bi.1t in the decision in tlle 'l.'welfth Howard both cases 
were overruled, Chief Justice Taney saying: 

IY~ arc conyinced that if we follow it we follow an erroneous deci
sion into which the court fell, and the great importance of the ques
tion >ts ·it now presents l tseif could not l>e foreseen. 

So that in the very Income Tax case in the One hundred and 
fifty-seventh United States Report tile court demonstrates that 
the court did not adhere to the doctrine of stare decisis any 
more than tllC~' did in the L~gal Tender cases, the Greenback 

case:;, the 1\'hisky License cases, and in a number of other cases 
that can readily be called to mind. In fact, in order to hold 
the act of 1894 tmconstitutional, and that the tax provided for 
therein was a direct tax, the majority of the court were com
pelled to abandon and put as!de the so-called " doctrine of 
stare decisis " unci make a new rule of construction, for if the 
court had followed the rule of stare decisis they would have 
upheld the act, just ns that court had for a hundred years 
prior thereto upheld the right of Congress to enact an income
tax law without violating the Constitution. 

THE DEMOCRATIC PARTY'S POSITIOX. 

Ever since this decision in the Pollock case was rendered the 
Democratic party has repeatedly, in Congress and in its plat
forms, demanded the passage of an income-tax law, and, if 
necessary, the adoption of an amendment to the Constitution 
authorizing the levy of such a tax. In 1896 the Democmtic 
national platform declared that-

It was the duty of Congress to use all the constitutional power 
which remained after that decision, or which may come from its. 
reversal by the court as it may be hereafter constituted, so that the 
l>urdens of taxation may be equally and lmpartlall,v laid, to the end 
that wealth may be forced to bear its due propm:twn of the expense 
of government. 

All who are familiar with the incidents of that campaign well 
remember how that part of the Democratic platform was .. as
sailed as au attack upon the Supreme Court of the United 
States; and yet the President of the United States, in his cam
paign for the nomination and after he was nomina ted, in sub
stance made the same assertion. While discussing this subject, 
in a speech delivered in Ohio and in New York City during the 
campaign of 1908, President Taft used the following language : 

I believe a federal graduated inheritance tax to be a useful means 
of raising government funds. It Is easily and certainly collected. '!.'he 
incidence of taxation is heaviest on those best able to stand it, and in
directly, while not placinll' undue restriction on individual efl'ort, It 
would moderate the enthusiasm for the amassing of immense fortunes. 

In times of great national need an Income tax would be of great as
sistance in· furnishing means to carry on the Government, and it is not 
free from doubt how the Supreme Court, with changed membership, 
would view a new income-tax law under such conditions. The court wns 
nearly evenly divided in the last case, and during the civil war great 
sums were collected by an income tax without judicial interference, and 
it was then supposed within the federal power. 

The Democratic national platform of 1908 declared that the 
party was in :favor of au income tax and urged the submission 
of a constitutional amendment specifically authorizing Congress 
to lev~- a tax upon individual and corporate income, to the end 
that wealth may bear its proportionate share of the burdens of 
the Federal Government. The people were told by the Repub
lican candidate for President and by the Republican campaign 
orators that this was not necessary; that they favored an in
come-tax law if one could be enacted that would meet the ap
proval of the Supreme Court of the United States and be held to 
be com;titutional. 

In his speech of acceptance President Taft said : 
'l'he Democratic platform demands two constitutional amendments 

one providing for an income tax and the other for the election of Sena: 
tors by the people. In my judgment an amendment to the Constitution 
for an Income tax is not necessary. I believe that an income tax when 
the protectiYe system of customs and the internal-revenue tax sh~ll not 
furnish income enough for governmental needs, can and should be de
vised which. under the decision of the Supreme Court, will conform to 
the Constitution. 

And now tllis OJl_Ce criticised and despised position of the 
Democratic party is made oile of the chief fen tures of the 
Republican ndmiuistra tiou. 

·when it became apparent that the Democrats of the Senate 
would vote solidly in favor of an income-tax law and that a 
sufficient number of Republicans in the Senate woulll unite 
with them in such a move to insure the passage of the Ia w. 
the leaders of the Republican party in the House and the Re~ 
publicans of the Seua te, in their confusion and dismay con
sulted the Pr'esident with a view of defeating the inco1~e-tnx 
amendment proposed to the pending tariff bill, null thev 
evolved tlle scheme known as the "corporation-tax amendment;, 
to the tariff bill, and this amendment to the Constitution :mel 
these two 11ropositions were put tllrough the Senate by tl!c 
leaders of the Republican party simply as a means for de
feating the income-tax amendment. Indeed it was frankly 
stated by those who offered this resolution and the corporation
tax amendment that it was being done solely for the purpose 
of defeating the income-tax amendment. I do not doubt the 
sincerity of the President's purpose, but I think I nm author
ized in :::ayiug that the purpose of the chief inaugurators of 
both the corporation-tax and the income-tax amendment to the 
Constitution was not a sincere pnrpo~>e nnd not n desire to col
lect taxes from tl!e wealth of the country, but in the end to 
defeat any such purpose .. Both make their appearance in the 
House in such questionable sl!a11e nntl form ns to justify those 
who are in fn vor of an income-tax. Ia w in doubting the sin-
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public. As it was, some States, notably North Carolina an<1 and customs duties fail to furnish sufficient funds to rnn the 
Rhode Island, remained out of the Union llJany months. It is Go,·ernment. 'l'here is a shortage in that regard of more than 
rarely a wise thing to engage in prophecy, and yet I can not $150,000,000 annually. In accordance with my judgment that 
refrain from reflecting that those of us spared to look back amount should be laid upon the incomes of the country by the 
upon these scenes enacted here to-day may recognize the com- enactment of a genuine income-tax law. In lieu of this some 
mittal of a sad mistake in referring this measure to the legis- propose an inheritance tax and others a corporation tax. How·-
latures and not to the voice of the voters. eYer, if an income-tax statute be properly drawn, it will reach, 

INCO~E·TAX LAW AND CONSTITUTIONAL AMEND1iENT DE~10CRATIC to a great extent, these SOUrCeS and the three may be WiSely 
DOCTRINE. combined in one act, the income tax embracing the corporation 

The country should and does understand that the enactment and inheritance tax and many other items not within their 
of an income-tax law and the submission of this amendment are scope. 
of distincti_ve Democratic origin. Equality in taxation should be the north star to light our path-

'Vhile the Republican party has opposed, ridiculed, and way and direct our feet in the enactment of such statutes. No 
viciously assailed them, the Democracy, undaunted, has made tax more equitably and wisely distributes the burdens of go"l'
the fight for the people. You have voted against it in this ernment than an income tax. It is resorted to in almost all 
House and not until the wrath of the public has driven y()U civilized nations. In England the government coll~cts a "prop
have you eYer advocated it. H()wever, when you embrace so erty and income t.'lx" amounting to £33,930,000. A little less 
good a measure, we rejoice in joining y()U while another sound thnn $100,000.000 of this amount comes fr;om inc6mes alone. 
doctrine of the Democratic party is indorsed by the country 111 the British Empire wealth is required to shoulder its due 
and forced through Congress by public opinion over the un- proportion of governmental burdens. In fact, there most taxa
converted consciences of some men who are voting with us on tion rests upon the wealth of the Kingdom. And the following 
this occnsion. · countries are among those having income-tax laws: In Prussia 

In 1896 the Democratic convention pronounced unequivocally for more than thirty years it has been in operation. For more 
for an income tax. In plain language we said: - than that length of time Austria has tried this tax and proved 

• • * Until the money question is settled we are ~pposed to any it to be a success. In Italy, likewise, it has been demonstrated 
agitation for further chan;oes il.l our tariff laws, exeept such are are as a revenue measure. And so with the Netherlands. It is 
necessary to make the deftcit m revenne caused by the adverse de- dl t · t t · b - " th d t · f · th 
cision of the Supreme Court on the income tax. But for this decision 1 nee ess o enumera_ e co~n nes em raci~., e oc nne, or e 
by the Supreme Court, there would be no deficit in the revenue under trend of the world IS to It, and no sentiment can much longer 
th~ law pas~ed by a Democratic Congress in strict pursuance of the sta:v it in America. If ·in this f()rm it is defeated, American 
umform dec1swns of that court for nearly one .hundred :vears that t' . ·11 .-<: d fi d t h th · ht d b 
court having in that decision sustained constitutiona-l objeetions'to its vo ers WI Jke up an n a way o ave e wrong rrg e Y 
enactment which had pteviously been overruled bv the ablest jud~es another Supreme Court. 'Ve should lay UJlOn the backs of those 
who ever sat on tha~ befoleh. We declare that it Js the duty of Congress with sufficient incomes a tax of a hundred millions of dollars. 
to use. all the constltutt?nal power winch remams after that deetsion, The Bailey-Cummins amendment meets my cordial aprJrm·al 
or whtch may come by 1ts reversal by the court, as it may hereafter . . . ' 
be con~tituted, so that the lmrdens of taxation may be equally aud and If I bad the power, It would speedily become a law and the 
imparttally latd, to the e~d- that wealth may hear its due proportion Supreme Court again be given the opportunity to determine its 
~f the expenses of the Go' ernment. ,·alidity.. I would cheerfully Y()te for this amendment with tile 

From that day to this we have urged and pleaded for its adop- belief that the Supreme Court would sustuin it and obviate the 
tion. The Republican party has scoffed at it and scorned to submission of a constitutional amendment. l\ly personal prefer
believe in it until lashed by pubiic conscience. In HJOS the ence would be for a graduated income tax. Being the least in
Democracy pronounced in favor of such law and amendment. quisitorial of all taxes and based upon sounder principles of 
We said: equity than a.ll others, such a tax would have my cheerful sup-

We favor an income tax as part of our revenue system, and we urge port. No one bas ever stflted the best features of such a system 
the submission of a constitutional amendment specifically authorizing more felicitously than Adam Smith. He s·aJd: 
Cong-ress to levy and collect tax upon individual and corporate incomes, 
to the end that wealth may bear its proportionate share of the burdens The subjects -or every State Qught to contribute to the support of the 
of the Federal Government. Government as nearly as possible in proportion to their respective 

abilities-that is in proportion to the revenue wh!eh trey respectively 
Again the Republican party was as silent as the tombs of the enjoy under the protection of the State. In the observation -or neglect 

Ptolemies. You did not favor it then, or you would have said of this maxim consists what is called the "equality or inequality of 
so in your platform utterances. In season :tnd out of season taxation." 
Mr. Bryan and those who followed him with unfaltering feet It is undeniable that an income tax will reach millions of 
have never wavered in their devotion to this principle; and al- wealth-bonds and stocks-that would never be touched by a 
though defeat .overtook him, he will live in history as a patriot corporation or inheritance tax. It is ad>Ot>ating no new and 
and benefactor to mankind when those who scoffed at his im- strange doctrine to faYor an income tax. On many occasions 
perishable name are buried beneath the dust of oblivion. In clurinc great emergencies this method of taxation has been re
the Republican party campaign text-book for the year 1894 you sorted to, and proved abundantly satisfactory. .A.nd now, with 
issued this declaration to the people: a depleted Treasury, with swollen fortunes all around us 

In this country· an income tax of any sort is odious, and will uring evading taxation and receiving the protection of the GoYel"n
odinm upon any party blind enough to impose it. • • • Prepare fat· ment and civilized communities everywhere recognizing the 
the funeral of the political party which imposes such a burden. econ~mic fairness of such a tax, and with the admitted con

Evidently, then, your conyersion dates subsequent to this tention that it contains the humane and sublime blessing of 
announcement. equality to all men, the time is ripe and appropriate for this 

DESIRABILITY OF AN IXC0~1E·T.I.X L.>W. GOV€rnment tO gO forward and keep apace With the progreSS 
We have now reached a point where an income tax seems a.n and civilization of mankind. 

inevitable necessity. The appropriations Of the Federal GOV- SUPREME COURT DECISION EllRO:l>EOUS, AND SHOULD BE RECONSIDEl:ED 
ernment have become so great that the internal-revenue taxes WITHOUT coNSTITUTIONAL A~mxmnmT. 
and import duties no longer suffice. The Republican party l\Ir. Speaker, no rnembet· of his profession has a higher re-
must seek other sources of reYenue. Dreading to embrace gard for the dignity of the courts than I have; but I refnse 
Democratic conventions as a temporary makeshift, they are to subscribe to the doctrine that "the king can do no wrong" 
proposing a so-callecl "corporation tax," which will be but and that the courts are infallible. In a respectful way, as a 
shifted from the corporation treasuries to the backs of the pea- citizen and a ,Representative, I haYe a right to challenge the 
pie. The appropriations and the obli~ations of the Government decision of tbe Supreme Court in the Pollock Income Tax case. 
for the fiscnl year ending June 30, HJ10, amount to the <>xorbi- If any opinion of that court ever receh·ed practically the nn!
tnnt sum of ~1,070,482,732.12. Considering postal receipts and venml disapproval of the bar and the bench of the country, 1t 
other items that might be properly included nnd subtrnctcd, is that case. The very flower of the American bar now concur 
this Government must raise about $500,000,000 from customs \Yith practical unanimity that the judgment of the court was 
receipts and other sources, certain items, as explainecl by the erroneous. The court itself is rapidly curtailing the force of 
Secretary of the 'l'reasury, being eliminated. The most O]lti- the same and stripping it of much of its vital efficiency. It 
mistic advocate of the Payne-Aldrich bill docs not contem]llatc, has never receiYed the respect of the bar and country due an 
as now framed. tbnt it will raise from customs receipts much adjudication from that august tribunaL Consequently we are 
in excess of $350,000,000. Therefore, needing a little s11ort of warranted in claimin<Y the right to send another similar tax: 
$GOO,OOO,OOO from customs receipts and otherwise to supply law to that cotirt and "ask tl!at the question be reexamined n_ncl 
g<wemmental demands, resort must be had to some som·rc for correctly decided. Such course commends. itself to me \Yitli 
the residue of $1GO,OOO,OOO ahoYe all the money that can pos- much more force than the submission of a constitutional amcnd
sibly be brought in through the cm:tom-houses undN' this ment, which might be construed as an admission by Congress 
Payne-Aldrich bill. Hence, we Ita ve now reached the voint in that it is now without authority to vass the proposed income
our fiscal affairs when the revenues from internal-revenue laws ! tax Jaw, which acquiescence I am not willing to ·give. 
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It is no new thing to challenge an erroneous opnuon of this 

high court. On other occasions they have been questioned, aye, 
bitterly assailed, and have in the end reversed themselves and 
righted their judgments. While roy respect for the court is 
adequate, I hope my regard for righteous decision and the just 
demands of au oYerburdcned, oppressed, and groaning people 
is equal thereto, and J)Crhaps outweighs in that direction the 
partiality for that honorable court, who, after all, are but the 
creatures of goYernment directed by sovereign men who fash
ioned tliis Republic. And for those people I have a right to 
speak in my place here. The court did not hesitate to oYerturn 
the established law of a hundred years, and why should we halt 
in asking them to reconsider, in the interests of more than 
eighty .millions of people, their judgment so universally con
demned by the American bar and citizenship? It is peculiarly 
appropriate here and now to recur to the familiar history of 
income-tax laws and the decjsions of the Supreme Court touch
ing them. 

The first act was passed in 1794 mid imposed a tax on car-" 
riages "for the conveyance of persons." Many Members of 
Congress who enacted the law bad been delegates in the Consti
tutional Convention. Its validity was violently assailed upon 
substantially all the grounds raised in the Pollock case and by 
the ablest lawyers in the land. But in the Hylton case, deter
mining the questions, the Supreme Court unanimously upheld 
the act. They distinctly laid down the proposition that it was 
not a direct tax and not subject to apportionment under the Con
stitution. They undeniably held that the only taxes required to 
be apportioned were a capitation or poll tax and the tax on land. 
Although Rufus King asked in the Constitutional Convention, 
"What is the meaning of a direct tax?" and no one answered 
him, yet the delegates to that convention, the country at large, 
and the Supreme Court, some of them coming from the conven
tion, did not doubt that the "direct taxes" referred to by the 
fathers were capitation taxes and taxes on land, and none 
other. 

It .¢as then the universal belief and acceptation, and of their 
correctness I have not the slightest doubt this day. In order 
to get the true proposition in our minds, we can not do better 
than to quote from the great constitutional lawyer, Mr. Cooley. 
After maturely considering the question, he writes: 

The term "direct taxes" as employed in the Constitution has a 
.. technical meaning, and embraces capitation and land taxes only. 

. In holding the carriage tax of 1794 constitutional and as blaz,. 
ing the way in jurisprudence, I can not do better than quote 
from Justice Patterson. one of the four judges unanimously 
handing down the opinion, and assuring the bench and bar of 
the validity of the tax and thus setting up a landmark: · 

I never entertained a doubt that the principal-I will not say the 
only-6bjects that the framers of the Constitution contemplated as fall
ing within the rule of apportionment were a capitation tax and a tax on 
land. 

'l'lms early the people had the confidence and faith instilled in 
them by this great court that only two kinds of taxes fell under 
the apportionment clause of the Constitution-capitation taxes 
and land taxes; that the others must yield to uniformity alone. 
Hence, for all the years to come this court heralded to the 
country that duties, imposts, excises, and incomes should fall 
under the head of indirect taxes and be uniform. In Congress, 
Madison opposed this carriage tax as unconstitutional, but after
wards as President approved acts of Congress containing the 
identical principle. The Government began to collect money 
under such laws, and for a hundred years collected many mil
lions from the people; and such sums have not been refunded 
and will never be returned. Thus, with such a law, a unani
mous approval of the Supreme Court, and thorough executiYe 
indorsement, this Republic began its career in undoubted recog
nition of the principle of an income tax, and pursued its tenor 
for a century without a dissent from any source to the system. 
At the end of a century, when a divWed court uproots firmly 
fixed jurisprudence covering all these years, we are entitled ·to 
send the great question again and again to that tribunal. 
Guided by previous history and such construction by the Su
preme Court, Congress has seyeral times provided for direct 
taxes and apportioned them according to the Constitution. 

In 1798 the total amount was fixed at $2,000,000. In 1813 
the second tax fixed the sum at $3,000,000. The third tax, in 
1815, fixed it at $6,000,000; in 1816, at $3,000,000. Then the 
law of 1861 came and put it at $20,000,000, and made it annual. 
By constitutional rule these taxes were duly apportione(l. among 
the States. They were upon lands, improvements, dwelling 
houses, an~ slaves in 1708, 1813, 1815, and 1816; in 18Gl, upon 
land, clwellmg houses, and improvements. Anal~·zing and weigh
ing these things, Chief Justice Chase said: 

It follows, necessarily, that the power to tax without apportionment 
<>'{tends to all other objects. Taxes on other objects are Included under 

the beads of "Taxes not direct," "Duties," "Imposts," and "Ex~ises," 
and must be laid and collected by the rule of uniformity. The tax 
under consideration Is a tax on hank circulation, and may very well ~e 
classed under the head of "Duties." Certainly it Is not, in the sense 
of the Constitution, a direct tax. It may be said to come within tile 
same category o! taxation as the tax on incomes of insurance compa
nies, which this court at the last term, in the case of Pacific Insurance 
Company v. Soule, held to be a direct tax. 

Thus repeated acts of Congress and decisions of the Supreme 
Court thoroughly fixed the definition of " direct taxes" men
tioned in the Constitution. Following these precedents the 
Supreme Court, in the Pacific Insurance Company case, held 
Yalid a tax "upon the business of an insurance company" as be
ing an excise or duty authorized by the reasoning in the Hylton 
case. Still adhering to these precedents, the· Supreme Court. 
subsequently pronounced, in the Yeazie Bank case, a tax on the. 
circulation of state banks or national banks paying out note~ 
of individuals or state banks as falling within the meaning of 
"duties" as held in the insurance case. The Chief Justice here, 
holding the statute valid, said: 

It may further he taken as established, upon~ the testimony of Pat~ 
tel'Son, that the words "direct taxes," as used in the Constitution, com
prehended only capitation taxes and taxes on land, and pet·haps taxes 
on personal property by general valuation and assessment of the various 
description possessed within the several States. 

And proceeding with the same logic, the Supreme Court, in 
Scholey's case, decreed a " succession tax" to be plainly a duty 
or excise upon the devolution of estates or incomes thereof. 
Constantly adhering to their former views, the same court, in 
the Springer case, upheld a statute whose provisions as to in~ 
comes were the same as those of the Wilson bill of 1894. In 
Springer's case, he was assessed for income on professional 
earnings and interest on United States bonds. Declining to pay, 
his real estate was sold. Involving every conceivable point pos
sible to be raised against the income-tax provision, the court 
held: 

Our conclusions are that direct taxes, within the meaning of the Con
stitution, are only capitation taxes, as ·expressed in that instrument, 
and taxes on real estate; and that the tax of which the plaintiJI in 
error complained is within the category of an excise or duty. 

And so, with settled jurisprudence of a century meeting our 
gaze, we are brought to the spectacle of a great court suddenly 
halting, tnrning backward, and uprooting the established laws 
of more than three generations. Is it any wonder that the 
populace stood aghast and the bar was amazed? With a mighty 
stroke, a divided court annihilates precedent and sets up an un-. 
heard of standard of law in Pollock's case, nullifying the Wilson 
income-tax law. In order that it may be plainly stated here, let 
me recite the action of the court : 

First. It ·held that a tax on rents or income of real estate is 
a direct tax within the meaning of the Constitution. 

Second. That a tax upon income derived from interest of 
bonds issued by municipalities is a tax upon the power of the 
State and its instrumentalities and is invalid. 

'l'hird. The court in the original opinion did not decide the 
points pertaining to the proyisions held void as invalidating the 
whole act, or that touching income from personal property being 
unconstitutional as laying a direct tax, or the point made as 
to the uniformity provided the tax was construed not to be 
direct. On these propositions the justices hearing the argu
ment, being equally divided, could not decide the same. Avarice 
of wealth, not content with the adjudication, asked for a rehE.tlring 
and begged that every vestige of the lrrw that could possibly lay its 
hands upon their fortunes be destroyed. The rehearing was 
granted and the people thwarted with further judicial shifting. 
It is not amiss here to recite a short excerpt from Justice 
White in a dissenting opinion that will liw in judicial annals 
'"hen other contrary expressions are slumbering beneath the 
dust of forgetfulness: 

It is said that a tax on the rentals is a tax on the land, as if the 
act here under consideration imposed an immediate tax on tbe rentals. 
'£his statement, I submit, is a misconception of the issue. The point 
involved is \Yhcther a tux on net incomes, when such income is made 
up by aggregating all sources of re\·enue and deducting r~pairs, in
surance, losses in business, exemptions, etc., becomes to the extent to 
which real estate revenues may haye entered into the gross income, a 
direct tax on the land itself. In other words, does that wbich reaches 
an income, and thereby reaches rentals indirectly, and reaches the lund 
by a double indirection, amount to direct levy on the lund itself? It 
seems to me the question when thus accurately stated furnishes its 
own negative response. Indeed, I do not see how the issue can be 
stated precisely and logically without making it apparent on its face 
that the inclusion of rental from real property in income is nothing 
more than an indirect tax upon the land. 

'l'lle rehearing was granted and the cause resubmitted. For 
a hundred years the avaricious and wealthy had criticised 
and assailed the court more Yiolently than those challenging the 
first utterances in the Pollock case. Dy all the rules of reason
ing and equity they should be estoppetl from criticising us for 
now in this single instance challenging the action of the courts. 

With persistence, vigor, and ability the controyerted points 
were again -argued by both sides. Then it was upon final de-
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eree that tlle court, by n vote of G to 4, completely o>erturned I THE DEMocRATIC PLATFORM .Axn THE TARIFF. 
all its former holdings. It concluded: l!'irst, that taxes on real It is not my purpose here to enter into an extended discus
estate being direct tnxes, taxes on rents or income therefrom sion of the tariff, but at some future day in this session, if 
are also direct taxes. Second, that taxes on personal property sufficient opportunity offers, I shall give in detail some views 
or on the income therefrom are direct tn:xes. Third, that the touching the general principles of the subject and vicious 
net being for these reasons unconstitutional, there was not schedules of the bill. 
enough of tlle act left capable of enforcement, and hence the Having on another occasion announced my allegiance to the 
complete income-tax sections of the ·wilson bill are necessarily Denver Democratic platform, I now here reassert my loyalty to 
in>alid. So, again, by such decree the court overruled five its declarations. And let it here be fully understood that no 
unanimous opinions on the question and totally overturned the planks appear to me more favorably than those unequivocally 
jurisprudence of all generations from the beginning of the declaring for an income-tax law and constitutional amendment 
Government. Perhaps the most important case abrogated by to that effect and the tariff pledges. .Amongst all its mandates 
the Pollock decision was the Springer case. It is not inappro- there are none to which I yield more faithful. obedience than 
priate here to allude somewhat briefly to that case in order to those. When the convention avowed: ".Articles entering irito 

· demonstrate how sharp was the departure from previous r.ul- competition with trust-controlled products should be placed upon 
ings. In the Springer case the contest was as to the validity the free list," it promulgated a wise, Democratic, and patriotic 
of the act of 1864 as amended in 1865. In this act there was doctrine. They should reappear in every Democratic platform 
levied a duty on profits, gains, and incomes derived from every until their righteousness is vindicated by the enactment of 
kind of property, trade, profession, and employment. l\Ir .• such a law. Hence my convictions are unswerving and my 
Springer alleged that the tax was direct and could not be laid pathway clear. .And to me it is certain that I can better serve 
except under the rule of apportionment among the States ac- my State, my party, and country by yielding strict adherence 
cording to numbers. Here the question was presented squarely to every decree of the Denver Democratic plat!orm, and with 
to the court and a clear-cut judgment rendered sustaining the unflinching. fidelity this spirit shall characterize my course 
constitutionality of the tax. In another unanimous opinion here and elsewhere. 
Mr. Justice Swayne, speaking for the court, said: .l\fr. LONGWORTH. l\Ir. Speaker, I yield five minutes to the 

This uniform, practical construction of the Constitution touching so gentleman from Missouri [Mr. BARTHOLDT]. 
import_ant a point, through so long- a period, by the legislative and l\Ir. BARTHOLDT. llfr. Speaker, the gentleman from Georgia 
~~~~~~~;;t~~~p~~~i~ ~fe!~t't. Government, though not conclusive, is a [l\Ii·. BA~TLETT] in his remarks said a ~ittle while ago ~hat in 

And 11roceedin"' with one more great authority Chancellor ~he prevwus Congresses all the R_epubllc;ms yoted agamst an 
- . " ' mcome tax and all the Democrats m favor of 1t. 

I--.ent said: Mr. BARTLETT of Georgia. If the gentleman will permit, 
Our conclusions are that direct taxes, within the meaning of the Con-

stitution, are only capitation taxes, as expressed in that instrument, the gentleman did not quote that right. I said with few excep-
und taxes on real estate, and that the tax of which the plaintiff in error tions all Republicans voted against it. 
complains is within the category of an excise or duty. l\Ir. BAR'l'HOLDT. I am glad the gentleman from· Georgia 

On the warrant of such laws wars have been fought, millions makes exceptions, because I am one of the exceptions. 
of money raised by taxation of incomes from every kind of real l\fr. BARTLETT of Georgia. I knew that at the time, and 
and personal property without apportionment according to num- would not have made that statement, because I have the vote 
bers, and now this Pollock case holds all these things done in before me and knew there were some of them who did. 
fiagrant violation of the Constitution and law of the land. Then Mr. B.ARTHOLDT. I can not resist the temptation, liir. 
is it any wonder that many gave some evidence of mistrust and Speaker, to congratulate my party upon having come .over to 
discord?. It has been suggested that the way is now open to my yiew of this subject. [.Applause on the. Democratic side.] 
another income-tax law, if we but invoke the apportionment I want to say, howeyer, as one who is somewhat familiar with 
clause of the Constitution and let the tax rest according to mun- the prevailing sentiment at the time, that the Republicans of the 
bers. This plan would not for one moment be tolerated. Its Fifty-third Congress did not oppose an income tax because they 
most grieYous fault would be that it favors a fe1v in certain were opposed to the principle of it, but for the reason that they 
States, to the detriment of the many, .and would be a gross dis- deemed such a tax unnecessary at that time. Of course that 
crimination. .Antagonism to it would be instantly aroused, and was when the Democracy had just come into power with ftying 
it will never find favor in the slightest degree. Therefore, the colors and had elected a President for the first time in many 
decision, in effect, puts the dollar of the millionaire beyond the years. Their feeling was that the custom-houses shoulcl be 
pale of being equitably taxed according to his wealth, unless n forthwith abolished, and necessarily they had to look .around 
constitutional amendment be invoked. .And here let me remark, for some sources of revenue other than customs, and one of 
with all the emphasis at my command, that I would not do Yio- those was the income tax. At that time, Mr. Speaker, we had 
1ence to the rich to favor the poor. Equal laws and exact justice not yet become the greatest military power on earth, and when 
to both shall be my constant watchword. No man despises class I say "the greatest military power" I mean we hncl not yet be
legislation more than I do, and in my opinion he is n dangerous come the po1ver which spends more of its re1·enues for military 
citizen who \Tonld seek to arouse oile class of men against an- purposes than any other nation on earth. It had not yet come 
othei· in our country. However, there should be some method by to pass that only 28 per cent of the revenues of the GoYernment 
which the untold wealth and riches of this Republic may be were spent for the legitimate functions of the Government, 
compelled to bear their just burdens of goYernment and con- while 72 per cent were expended for war, as is the case now, 
tribute an equitable share of their incomes to supply the 'l'rens- according to the statement recently mnde in Chicago by the 
ury with needed taxes. Returning to the glaring inequalities gentleman from Minnesota, the chairman of the Committee on 
that are apparent if resort be had to an income tax under the Appro11riations. It is quite natural that when we are spending 
apportionment clause of the Constitution, I can not better illus- 72 per cent of our revenues for war that other sources of rev
trate the point than by quoting the language used by Justice enue should be looked for. 
Harlan. He suggested: llfr. HOBSON. Will the gentleman yield? 

Under that system the people of a State containing 1,000,000 inhabi- llfr. BARTHOLDT. ·In a moment I will yield to the gentle-
tants, who receive annually $~0,000,000 of income from real and per- '] b I 1 t t b •t tl 1 t ·n soual property, would pay no more than would be exacted from the man from ·"'- a nmn. mere Y wan · 0 su 1111 n wug 1 1 
people of another State having t_he same number of inhaJ:!tnuts. but who connection with "this discussion, and that is this, tllnt I am 
receive Income from the same kmd of property of only !F",ooo,ooo. opposed to all exemptions, not only to an exemption of $ii.OOO, 

Hence, I do not hesitate to say that by this decision the or $7,500 Ol' $10,000, but I am opposed to all exemptions. 
Supreme Court yiellled the taxing power of the Government to I believe in equality of taxation. I believe that every Pxemp
''"ealth of the country ancl the moneyed class in a few States. tion YOU make will be un-Democratic, un-llepublicnn, and un-

As I see it, the fairest of all taxes is of this nature, laid nc- Ame1:ican, hPcnuse you will thereby create two classes, a tax
cording to \Tl'nlth, and its uniYersal adoption would be a beliign paying class and n nontnxpnying class, namely, all thorse whose 
blessing to mankind. The door is here shut against it, and the income is below $G,OOO will be exempted from that direct tax 
people must continue to groan beneath the burdens of tariff ancl consequently will be classed as nontaxpnying citizens. . 
taxes and robbc.>ry under the guise of law. If my Yote could 'l'he SPJ<jAKEll. 'l'lle time of the gentleman from l\Ii~soun 
determine the question here to-day, I would boldly challenge the has expired. 1 Supreme ·Court to a correct decision and reversal of their views l\Ir. LONG\YORTH. I yield the gentleman two minutes nc
by instantly sending the same law before them for readjndica- ditional. 
tion .. And not till this course was exllaustec1 and failed \YOulll l\Ir. BARTHOLDT. I would tax an income of $100, say; at 
I propose t!Jis amendment. But being powerless to make effect- 1 per cent, making the laboring man with an income of ~ 1_0° 
1ve such nltemative, as the only available avenue open to me, I pay 1 cent to the Government and the laboring man Iwnn!-, •111 

shall promptly respond affirmatively when the vote is taken on income of $1,000 pay 10 cents to the Govermnent. This 10 cent~ 
this resolution. represents to him as much as the thousands and thousands 0 
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dollars which the millionaire contributes to the Goyern:nent, 
an(l no one can say to him that he has no~ the _same nghts, 
because he is a taxpayer, in accordance w1th h1s means, as 
well as the millionaire. . . . 

::\Ir. CLARK of Missouri. The gentleman got h1s anthmetlc 
wrong. One per cent on $100 is $1, not 1 cent. 

Mr. BARTHOLDT. Let him pay one-tenth of 1 per c:nt; make 
it as low as possible and graduate it up higher and h1gher. Do 
not exempt him altogether, because, as I said before, that would 
be un-Democratic and un-American. I now yield to the gentle
man from Alabama. 

Mr. HOBSON. I merely wish to ask the gentleman if in 
making his statement concerning the percentage of reve~ues 
expended on war he included the amount expended on pens10ns, 
amounting now to something like $170,000,000 a year? . 

Mr. BARTHOLDT. I want to say that if I were computmg 
statistics of this kind I would exempt pensions always; but I 
·was merely citing figures us gi>en by the chairman of the Com-

1 ·mittee on Appropriations in a recent speech of his~ 
1\Ir. HOBSON. Then I will state to the gentleman that the 

chairman of the Committee on Appropriations included the 
pensions. 

l\Ir. BARTHOLDT. He included pensions; yes, sir. [Ap
plause.] 

Mr. CL..<\RK of Missouri. Mr. Speaker, I yield fiye minutes 
to the gentleman from Mississippi [Mr. BYRD J. 
· Mr. BYRD. Mr. Speaker, it is useless for me to say that I 
fayor this proposition. No Democrat can consistently >ote 
against this amendment. While many of us belieye that under 
the present proyisions of the Constitution there is abundant au
thority for the passage of an income-tax law, yet we shall not 
hesitate to yote for this amendment as the only thing along this 
line we are permitted by the party in power to consider. The 
Supreme Court, it is true, held that the ·wilson income-tax law 
was unconstitutional. But we all remember the influences sur
rounding that tribunal at that time, and the faCt that it was 
rendered by a majority of only one judge, who changed his opin
ion in a few 'hours. In this manner a judicial construction of 
the Constitution that had existed since the days of Chief Justice 
Marshall was re>ersed. 

JI.Iany of the best lawyers in the country are outspoken in 
their belief in the error of that decision. President RooseYelt 
evidently had but little respect for it, as is shown in his mes
sage to Congress just read by the gentleman from Kentucky 
[Mr. JAMES]. Also, President Taft must haye regarded it with 
contempt at one time, for in his speech accepting the Republican 
nomination for President in 1908 he said: 

The Democratic platform demands two constitutional amendments, 
one providing for an income tax and the other for the election of Sen
ators by the people. In my judgment, an amendment to 'the Consti
tution for an income tax is not necessary. 

I believe that an income tax, when the protective system of customs 
and the internal-revenue tax shall not furnish Income enough for gov
ernmental needs, can and should be devised, which, under the decisions 
of the Supreme Court, will conform to the Constitution. 

J\Ir. Speaker, how does the language that " In my judgment, 
an amendment to the Constitution for an income tax is not 
necessary," and that "an income tax can and should be de
yised, which, under the decisions of the Supreme Court, will con
form to the Constitution" compare \vith his recent message to 
the Senate advocating the substitution of a tax on corporations 
for the provosed income and inheritance tax measure, then pend
ing in that body? Before his election, the income-tax law 
\YOuld be constitutional. Now it is unconstitutional. \Yhat has 
brought about tlmt sudden change in the mind of this great 
Ia\vyer? Can it be that he has been "hoodooed" by the machi
nations of the grand high priest of Republicanism now engaged 
in writing the tariff bill? · 

nut, I\Ir. Speaker, this is not the only "before-and-after-tak
in"'" performance of the President. In his campaign speeches 
heb proclaimed from eYery stump in every section of the country 
that if he were elected, there would be a revision, and a revi· 
sion downward of the tariff. The people believed him to be 
honest then, :nul they do not seriously question his honesty now, 
but they do belieYe that he is guilty of cringing cowardice in 
permitting certain leaders of his party to belie every promise 
he made the people. How anxiously are millions of our Re
publican friends wishing for the returr:. of the "big stick" now 
bein"" used in clubbing yarments in the wilds of Africa. 'l'hey 
belic~·e that if this hero of the jungle were again in power, the 
Samson of the Senate would be shorn of his locks. 

Let me here read you a few utterances made by Mr. •.raft in 
his last campaign. 

In a speech at Cincinnati on September 28, 1908, lw said: 
Another thing the Republican party pledges itself to, fixes the date 

when it will do it, and tells you how it will do it, is the revision of 
the tariff. 

The Dingley tariff has served the country well, ~ut its rates ba~e. be
come generally excessive. They have become excess1ve because cond1t10ns 
have changed since its passage In 1896. Some of the rates are prob· 
ably too low, due also to the change of conditions. . . 

But, on the whole, the tariff ought to be lowered 111 accordance With 
the Republican principles and the policy it has always upheld of pro
tection of our industries. 

Kow, Mr. Bryan is greatly concerned. and says that no such tarur 
revision can be made, in view of the fact that the protective lndu,str.ies 
control the Repulllican party. I deny this. If there are protective 
industries enjoying too great profits under the present taritr, then they 
would have opposed revision altogether. · 

The movement in favor of revision has arisen with the Republican 
party, and is pressed forward by members of the Republican party. . 

The revision which they desire Is a revision which !!hall reduce ex-
cessive rates. · · 

I wish there to be no doubt in respect to the revision of the tarur. I am 
a tariff revisionist and have been one since the question has been mooted. 

At Milwaukee on September 25, 1908, he said: 
The encouragement which industry receives leads to the Investment 

of capital in it. to the training of labor, to the exercise of the Inventive 
faculty, of which the America!?- has so much_, and in practically . every 
case in which adequate protectiOn has been g1ven, the price of the arti
cle has fallen the difference in the cost of producing the article abroad 
and here has 'been reduced, and the necessity tor maintaining the tariff 
at the former rate has ceased. 

It is intended under the protective system, by judicious encourage
ment, to build up industries as the natural conditions of ~he country 
justify to a point where they can stand alone and fight their own b-at
tles in competition of the world. 

It is my judgment, as it is that of many Republicans, that there are 
many schedules of the tariff in which the rates are excessive, and there 
are a few in which' the rates are_ not sufficient to fill the measure. of 
conservative protection. 

It is my judgment that a revision of the tariff in accordance with the 
pledge of the Republic!J-n platform will be, on the ~hole! a revision down
ward, though there w1ll probably be a few exceptions m this regard. 

Also, in his inaugural address on March 4 last, which we all 
heard, he said : 

A matter of most pressing importance is the revision of .the tariff. 
In accordance with the promises of the platform upon wh1ch I was 
elected I shall call Congress into extra session to meet on thB 15th 
day ot' l\!arch, in order that consideration may be at once given to a 
bill revising the Dingley Act. . . · . . 

The proposal to revise the tar~ff, made m such a":! authonta!lve way 
as to lead the business commumty to count upon 1t, necessar1Iy halts 
all those branches of business direct!Y atrected ; and as tbese are most 
important it disturbs the whole busmess of the country. 

It is in1peratively necessary, therefore, that a tarifl' bill be drawn In 
~ood faith in accordance with promises made before the election by the 
party in power, and as promptly passed as due consideration will permit. 

Mr. Speaker, the eyes of the Nation are turned upon this 
Capitol and the question of the hour is whether the solemn 
pledges' made the people by President Taft are to be redeemed 
by the defeat and o>erthrow of the infamous Aldrich-Smoot 
tariff bill. It is up to the President alone to act. His party 
in both Houses, it seems, is under the domination of the. Speaker 
and one Senator. The lay Members are as powerless as babes 
in the hands of these astute leaders. In ene breath these 
emasculated Republicans will- advocate a decrease of taxation 
and in the next they are forced by the bosses to yote for an 
increase. If all the Republicans who have denounced the Al
drich bill as a trayesty upon justice and right would unite with 
the minority, I dare say the conference report would not re
ceive one-third the >otes of the House. 

It is a well-known fact that the tariff law will be the product 
of the brain of one Senator, and however infamous the measure 
mav be it will receive the unqualified support of enough Re
publica~s to pass both Houses. The 10 patriotic Republican 
Senators who dared to vote against the bill are branded as 
traitors, and in clue time will be excommunicated by the moguls 
of the party. · 

But, Mr. Speaker, will there eyer be an end to this outrage~1s 
le«islation? Will the time neYer come when the people of the 
U~itetl States are to haye a voice in formulating the laws by 
which they are to be taxed? It seems that the Republican 
party has permanent control of the Goyernment, and that 
Senator ALDRICH absolutely dominates this party. As long as it 
triumphs, he will be czar of the Nation. Con.1])ar:d with ~is 
influence and power in the enactment of legislatiOn, the m
fluence and prerogatiYes of the President are as fruitless and 
abortiv·e as would be the edicts of a country schoolmaster. 

But, returning to the subject of this contro>ersy, let me say to 
my friend from St. Louis [Mr. BAR~IIOLDT], who contends t~at 
he is opposed to a system of taxat10n that exempts s;nan m-. 
comes and not larger ones from the tax burden, because 1t would 
be inequality in the system of taxation, that I am indeed glad 
that he is beginning to realize that there is such a virtue as 
equity in bearing the burdens of goyernment. He is certainly 
reformin"" in his older age, for it is quite impossible to under
stand ho"'w one who has been wedded to the discriminating 
doctrine of protection for so many years can conscientiously 
adyocate a policy of justice and equality in taxat~~n, exc.ept 
upon the idea of a complete conversion to a new polltlcal fmth. 
His soul must have been cleansed by the saving grace of that 
justice not found in the doctrine of protection. Its Yery name 
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means ·inequality of tax lJUrden. It means a tax upon coi1sump
tion and not upon wealth, upon what one eats and wears and 
not upon his property; it means that the citizen who can 
scarcely provide food and raiment for his wife and children 
contributes as much or more to the Hupport of the Government 
as does the multimillionaire, and it means that the consumer is 
not only taxed for the support ·of his country, but is compelled 
to contribute fiye times more to swell the fortunes of millionaire 
manufacturers and trust manipulators. 

'Veil, does my friend know that every time a dollar tax is 
voted upon any article imported into this country that the 
domestic producer of such .article adds the same as an extra 
profit on his product? This was once denied by the advocates 
of protection, but it was conceded by the most stalwart Repub
lican Senators in the recent great tariff debate. I would like 
for him to tell the country wherein is to be found equality of 
taxation under such a system. One man is not only taxed for 
the support of the Government, but for the benefit of his fel
low-man. 'Vhile he pays $1·to the Government, he is comvelled 
to· pay from five to seven times this amount to his neighbor 
who is engaged in a manufacturing enterprise. For instance, 
the American farmer consumes $25,000,000 worth of agricultural 
implements annually. 'l'he tax thereon is 20 per cent. 'fhe 
Government in 1907 collected only $3,600 in re,·enne, but ac
cording to admissions of Republican Senators the 20 per cent 
Dingley rate was levied in favor of the manufacturer on the 
!):25,000,000 consumed at home, amounting to a tax of $5,000,000. 
So the American f:lrmer, while he paid $3,600 to his Govern
ment, was compelled to donate $5,000,000 to the agricultural
implement trust. [Applause.] 

Another illustration: Only 3 per cent of the lumber con
sumed in this country is imported. From that the Government 
derived a revenue of about $3,000,000, while on the 97 per cent 
of the domestic product consumed at home he was com1)ellecl 
to pay the lumber trust and the lumber manufacturers more 
than $65,000,000. Now, how does this strike the gentleman as 
equality in sharing the burdens of government? 'I'his same in
justice is true on the iron, steel, wire, glass, shoe, leather, meat 
products, hosiery, clothing, gloves, cotton goods, and many other 
articles necessary to human life. Vl'ere I a Republican and 
advocated such a fallacy as equality of right under the pro
tective system my hours would be haunted by visions of the 
judgment that overtook Ananias and Sapphira. [Applause.] 

Again, Mr. Speal;:er, I would like to say a word or two ·in 
reply to what the gentleman from Kansas [1\Ir. MILLER] bas 
just said in his speech advocating the adoption of this measure. 
He, for the first time in his whole political life, urges the 
South and the West to unite in the adoption of this measure to 
thwart the aggressive vandalism of New England. I am, too, 
proud of his conversion, and when I think of such a speech 
coming from a Hepublican from Kansas I am forcibly reminded 
of the old camp meeting song, "As long as the lamp holds out 
to burn the vilest sinner may return." · 

These strange doings on the part of our Republican friends, 
if sincere. certainly are ominous of much good. 1Vhen a Kan
sas Republican· is willing to clasp hands with a Mississippi 
Democrat for the good of the common country, I think it is 
time for the people to rejoice and offer praises to the Almighty. 
~1y friend need not be uneasy about Mississippi or any of the 
other Southern States on this proposition. I dare say that no 
State south of the l\Iason and Dixon line will hesitate for 
one moment to ratify this amendment. It is right in principle; 
it means equality in taxation-that every man shall contribute 
to the support of the country in proportion to the wealth with 
which he has been blessed. This has always been the para
mount doctrine of the South, and even the southern Republicans 
who understand only the A B C's of political honesry will ac
cept and support this amendment. ~fy friend should look out 
for the wayward in· his O\Vn State,. for I have always under
stood that the Republicans of Kansas were the most ubiquitous 
in principle of all the tribe-al\vays fleeing from one wrong 
to embrace another. 

l\Ir. Speaker, in my opinion, ·the g-reatest danger confronting 
Democratic success in the next election is the political thievery 
of the Republicans in a pprOJ1l'ia ting wholesome Democratic 
doctrine. A few years ago you purloi11ed the Democratic idea 
of more rigid supenision of transportation companies, and now 
with unblushing audacity you propose to adopt et literatim 
the most sacred tenet of our faith. You have denounced Bryan 
in !leason and out of SPason, in this House and upon the hus
tings, as a dreamer, a Soeialist, and an anarehist for advocating 
the policy ~-ou now embrace with impunity. He wrote in the 
Dem·er platform thi~ remarkable language: , 

We favor nn income tax as a part of onr revenue system, and we 
urge the submission of a constitutional amendment specifically author-

!zing Congress to lev~· and collect a tax on Individual and corporate 
mcomes, to the end that wealth may bear its proportionate share of. 
the burdens of the Federal Government. 

You ~re compelled, in order to save your political scalps, to 
make h1s favorite theory the law. It is, indeed, a bitter pill, but 
you know that something must be done to assuage the increasing 
wrath of the people on account of the grievous wrong that is 
now being perpetrated by the tariff conference committee. 

But, l\Ir. Speaker, I am afraid that the unanimous passage 
of this measure through the Senate and the fa,·or with which 
it is being received in this House by your party is too hopeful 
of good to be accepted with a full measure of confidence. I 
am afraid that this is a case of "Greeks bearing gifts." It was 
introduced in the Senate for the avowed purpose of defeating 
the Bailey-Cummins income-tax bill, and I am apprehensive 
that after it shall have been rushed through this House and 
goes to the States for ratification all the power and influence 
that can be marshaled against it by sordid wealth and Repub
lican chicanery will be used to compass its defeat. It is only 
necessary to debauch the legislatures of 12 States to secure 
its rejection, and the same evil influences that have corrupted 
and carried so many elections have already started a crusade 
against its adoption by the States. 

We were warned by the gentleman from Connecticut [~fr. 
HILL], in his speech a few moments ago, what oppor.ition might 
be expected from New England. He boldly contends that it is 
unjust to tax the wealth of those favored States for the sup
port of the common country, stating that that section, because 
of its great prosperity, was now compelled to contribute more 
than its part of the internal-revenue tax. The inconsistency of 
such an argument is only excelled by the seeming avarice that 
prompted it. New England, that has bled the country of its 
wealth for quite half a century; that has her millionaires by 
the thousands-made so by virtue of the infamous policy of 
protection-should. be the last section of the Union to .reject 
this righteous measure. With her millions invested in manu
factures, protected by the tax of from 50 to more than 100 per 
cent, it would be the height of political ingratitude for any 
statesmen from that section, whether Democrat or Republican, 
to act otherwise than to urge a speedy ratification of this amend-
ment. · 

Let me ask my friend w·here he imbibed such strange ideas of 
political economy as to contend that taxation should not be based 
on the wealth of the country? What statesman ever advocated 
that a poor man without property should contribute as much to 
defray the expenses of the Government as does the millionaire? 
The fonver has nothing to protect save his life and liberty, 
while not only the life and liberty of the latter is shielded by 
the Government, but his broad acres and long lines of factories 
are.made• secure by the courts and great armies. The former 
costs the Government nothing, while upon the latter it ofttimes 
spends thousands of dollars. In the time of war, the former 
bares his breast as a target to the enemy, while the latter 
hires a substitute and hikes away to the mountains of Switzer
land. 

But, llfr. Speaker, the boldest declaration in opposition to the 
income tax yet heard comes from the distinguished gentleman 
from Massachusetts [l\fr. l\IcCALL]. It is indeed hard to under
stand how a statesman possessing his known intel1ectuality 
could adYocate such a political principle as to oppose this 
measure upon the grounds that it is violative of the principles 
upon which the Goyernment was founded. He discussed at 
length the proposition that the fathers of the Republic, to make 

·secure Democratic equality among the States, intended that 
when a direct tax was levied, it should be apportioned among 
the several States according to their ])opulation. 'l'his doctrine 
might have appealed to reason at a time when the pro rata 
wealth of the States '\Vas practically equal. Had the framers of 
the Constitution known that the present policy of spoliation and 
greed would have been so long saddled upon the country, that 
one State would have been drained of its wealth to enrich an
other, I clare say that no such provision would bave been in 
the Federal Constitution. Can anyone believe for a moment 
that when our patriotic forefathers founded this Republic tlwy 
thought that the time would ever come when, by a system of 
unjust taxation, the per capita wealth of Massachusetts wonld 
be increased to more than $1,500, while that of l\Iissis~ippi 
would be reduced to Jess than $150, or that they intended that 
the individual owning $150 should be forced to contribute ns 
muc-h to the support of the Government as one owning -$UIOO? 
In the light of these facts, anyone who no\v advocates a dirPct t:tx 
JevieJ on the several States according to the population thprpof 
exelilplifies a statemanship as t~-rannical as it is indefensihll'. 

Sil', there is another reason why this direct system of taxat;on 
by States should and· must be forever abamloned. "'hen the 
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Constitution was adopted our vast negro population was in Now,. sir, is it not time for the people to become alarmed? Is 
slavery. and was not counted as n. basis upon which this tax it not time for your party to be dethroned and for the party of 
shoui<l I.Je levied against any State. Now, there are more than the people to t.1.ke charge of the Government, in order to save it 
six millions of them in the Gulf States alone made citizens by from the maelstrom of bankruptcy and ruin? Another decade of 
the Constitution and who, however penniless they may be. must power by the Republican party means the indissoluble union be
be counted in estimating the population of any State against tween ihe Government n.nd the trusts. It means that centralized 
which a direct tax is sought to be levied. Such a system of wealth will subordinate eyery function of the Government to the 
taxation would force the white property owners of the South behests of avarice. This is as plainly written upon the destiny 
to contr.ibute ten times as much as those living in other sections of this country, unless there be n. radical change, as was the 
of the Union. We should remember that since the adoption of handwriting upon the wall of the Babylonian palace. Onward 
the Constitution many changes have taken place in this Re- we are rushing to a national crisis. The same evil winP,s that 
public. This system of taxation was adopted to make steadfast wafted the shipwrecked republics of the past are fast swelling. 
the doctrine of state sovereignty. But the integrity of state- our sails. [Applause.] '· 
hood was partly destroyed by the results of the civil war, and The SPEAKER- The gentleman's time bas expired. . 
now it bas been completely annihilated by Republican executiye :Mr. LONGWORTH. Mr. Speaker, I ask the gentleman fro.Jl!. 
and judicial encroachment upon the Constitution. At one time Missouri to consume some more of his time. How much more 
the Union existed by the grace of the States. Now, the States time is there remaining,- I would like to ask? 
sunive by the mercy of the Federal Government. The States The SPEAKER pro tempore. The gentlemn.n from Missouri 
were t!Je source of all power, but now "they have been reducell bas fifty minutes and the gentleman from Ohio has twenty-
to mere boroughs in the great federal system. seven minutes. · 

Sir, if your party will give back to the South the constitu- .Mr. LONGWORTH. I ask the gentleman from Missouri to 
tiona! privileges she enjoyed fifty years ago, and I do not mean consume some of his time, as he has a large amount remaining. 
African slavl'!ry either; if you will give her the right to admin- 1\Ir. CLARK of Missouri. I ask leave for everybody in the 
ister her own affairs unhampered and unmolested by the usurpa- House to extend their remarks for ten days upon this subject. 
tions of the Federal Go1'ernment; if you wiH give her back The SPEAKER pro tempore. Is there objection to the re
that system of tariff taxation under which she grew rich n.nd quest? Does the gentleman mean ten legislative days or ten 
powerful, I dare say that but few statesmen from the South calendar days? 
would oppose the 11reRent constitutional provisions as to direct Mr. CLARK of Missouri. Ten calendar days, and that will 
taxation. [Appiause.j get through it quicker. 

l\Ir. Speakei·, howe,·er much I may favor this measure and The SPEAKER pro tempore. Is there objection to the re-
bowever much I may advocate the corporation tax now pend- quest of the gentleman from l\Iissouri? · 
ing in the conference committee, still I must confess that I am Mr. OLJ\IS'£ED. I would like the request to be made so 
at a loss to know how either measure is going to profit the great that I may have permission to print remarks in the RECORD 
llfaoses of people in this country, unless the tax burden im- not directly bearing on this bill. 
posed by the tariff is decreased in proportion to the amount of l\Ir. 1\IICHAEL E. DRISCOLL. I make the same request. 
revenue derived by the income and corporation taxes. l\Iy idea The ·sPEAKER pro tempore. The request of the gentleman 
of an income tax has always been that its adoption would re- from Missouri is that the time for extension shall be ten cal
lieve the necessity for high tariff taxes, and unless it accom- · endar days, the remarks to be confined to the subject of the 
plishes this purpose, in my judgment, but little good can or will resolution before the House. · 
come to the masses of the people. If the rich are to be taxed 1\Ir. OLl\IS'l'EJD. Has the consent already been given? 
by these measures to nm the Government, and the poor are to ~'he SPEAKER pro tempore. The Chair is not informed. 
be taxed by high protection to enrich the manufacturers and Is thei·e ·objection to the request of the gentleman from 1\fis
trusts, then. in the name of reason, what good can you expect souri for general leave to print for ten calendar days on, this 
from this leg-islnt!on·! The income tax is right, and it is the 1 subject? 
only fair menus to raise revenue to run the Government, and, l\Ir. OLMSTED. I understand, so far as I am concerned, I 
when it is adopted, it is to be hoped that the American people I need not be confined to this subject. · 
will rise in rebelliou ngainst your infamous protective system, The SPEAKER pro tempore. Is there objection? [After u 
which is designed for no other purpose than to enrich the rich. pam;e.] The Chair hears none, and it so ordered. 
The propo~ed tariff measme is the limit of high protection, and Mr. CLARK of Missouri. I yield five miuutes to the gentle-
yet you say that it will not produce sufficient revenue for the man from New York [Mr. SuLZER]. 
Government. In this contention you are correct, and the rea- 1\fr. LIVINGSTON. l\Ir. Speaker, before the gentleman be
son for it is as plain ns the noonday sun. You have taxed gins, I. ask unanimous consent that the gentleman from Pennsyl
everything out of the country by high schedules. Scarcely any- vania [1\!r. OutsTED] be permitted to print such remarks in the 
thing- is imported, and hence the Government gets nothing, RECORD as he choose for ten days, and the gentleman from New 
while the manufactnrer puts the full amount of the tax in his York [:Hr. ~IrcuAEL E. DRISCOLL] have the same permission. 
private pmi"e. It is c01weded by the best authority on this sub- 1\fr. CLARK of l\Iissouri. Why, cert.'linly; I thought that. 
ject that if you will reduce your tariff schedules one-half, the was included. 
Government will receive twice the revenue therefrom, and the Mr. LIVINGSTON. Ko; it was not included. 
people will be relieYed of a tax burden for the benefit of The SPEAKER pro tempore. Is there objection? [After a 
tlw mnnufaC"rnrers and trusts to the extent of not less than pause.] 'l'he Chair hears none. 
$7,000,000.00'0. Mr. SULZER. J\!r. Speaker, I am now, always have been, 

Tllen, ;\lr. Spenker, there is another thought. 'l'he reckless and always will be in favor of an income tax, because, in my 
extrnYagance in the.appropriations under the Republican rule is opinion, an income tax is the fairest, the most just, the most 
appnllin~ to thP :'\nOon. In the last decaoe it has almost honest, the most democratic, and the most equitable tax ever 
doublt>d, amounting to quite a billion of doll:us annuallr. By devise(l by the genius of statesmanship. Ever since I came to 
your reckless extrav:wnnce you have increased the burden of Congress the record will show that I hare been the constant 
taxation so greatly that your most experiencec1 financiers in this ad,·ocate of an income tax along constitutional lines. And so 
House are at ·a loss to de1·ise wa~·s and means for the main- to-day I reiterate that through it only, and by its ngency alone, 
tenance of tbe Go1·ernment. You are levying the highest tariff will it ever be possible for the Government to be able to make 
tax kno\m to tbe world. 'l'he corporation tax and the in- idle wealth pay its just share of the ever-increasing burdeus of 
come tax, if adopterl, tog-ether with the increase of the internal- taxation. 
revem1e tax, will, in the judgment of many of your own party, At the present time nearly all the taxes raised for the sup
be necessary to mt'et tbe growing expenses of the Gorernment. port of the Government are levied on consumption-on what the 
It is already noised in the atmosphe1'e tlwt two or three hundred poople need to eat and to wear and to live; on the necessaries of 
millions of dollars of Pan:1ma bonds will !Ja1·e to be solll to fill life; :md the consequence is that the poor man, indirectly, but 
the already empty coffers of the Government. surely in the end, pays practically as much to support the 

1\Ir. Speaker, when yonr party took control of this Govern- Government as the rich man-regardless of the difference of 
ment it tool' less th:m $100.000.000 to defra~· its annual expenses. incomes. This system of tariff tax on consumption, by which 
From official statistics we learn that in 1860 there was appro- the consumers are saddled with all the burdens of GovernnHmt,, 
printed ·$71,718,!H3. In 1880 it was increased to $298.163,117. is an unjust system of taxation, and the only way to remedy 
In 1900 it amounted to $5DO.OGS,R71; in 1907, $762,488,752. And the injustice and destroy. the inequality is by a gmduat~d in
it co~tinues to increaPe. it now being a billion dollars or more. come tax that ""ill make Idle wealth as we!! _ns honest !OJ~ pay 
The:se startling figures unfold the story of your reckless extrava- its just share of the taxes neeoed to admm1s~er the l'la_tJonal 
gance. · Government. Hence I shall vote for the pcndmg resolutron or 
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nny proposition thnt, in my judgment, will mnke au income tax 
in this country possible nud constitutional, however remote that 
possibility mny be. 

Let me say, gentlemen, that every great thinker, every honest 
jurist, and every great writer on political economy, from the 
dnys of Aristotle down to the present time, has advocated and· 
justified the imposition of an income tax for the support of gov
ernment as the most honest and the most expeditious and the 
most equitable principle of taxation that can be devised. It 
must come in this country. It should have been adopted long 
ago .. Almost every great government on earth secures a large 
part of its revenue from an income tax, and we must do the 
same. We are far behind the governments of Europe in this re
spect-far behind enlightened public opinion. 

Sir, let me say, however, that I am not deceived by the unanim
ity in which this resolution is now being rushed through the 
Congress by the Republicans, its eleventh-hour friends. r can 
see- through their scheme. I know they never expect to see this 
resolution become a part of the Constitution; It is offered now 
to placnte the people. The ulterior purpose of many of these 
Republicans is to prevent this resolution from ever being rati
fied by three-fourths of the legislatures of the States, necessary 
fol' its final adoption, and thus nullify it most effectvally. 
Therefore, so far as I am personally concerned, I am not going 
into ecstacies on account of the practicnlly unanimous passage 
of_ this joint resolution through Congress. I ha-.e been here 
long enough to know, and I am wise enough to believe, that its 
passage 11ow is only a sop to the people by the Republicans, 
and that their ulterior purpose is to defeat it in the Republican 
state legislatures. 

I am not going to give the Republicans credit for good faith 
in passing this resolution until I see how their representatives 
vote on it in the legislatures of Republican States. llfark what 
I say now. When this resolution passes, the wealth and the 
interests and the Republican leaders of the country opposed to 
an income tax will soon get together and urge its rejection by 
the States. If these obnoxious interests to the welfare of the 
people can get 12 state legislatures to prevent its ratification, 
the resolution will fail to ·secure the 11ecessary approval of 

·three-fourths of the States of the Unio11 and will never be 
adopted as part of the Constitution. It will not be required 
even to defeat it in the legislatures of 12 St-11tes. All that will 
be necessary to be done is to prevent its being acted upon by 
the senates of the 12 States. Let us wait and see if my pre
diction comes true. 

Mr. SpeaJ;er, I had indulged the hope that the Members of 
this Congress would meet the expectations of the people-revise 
the tarift downward-take advantage of this splendid opl)or
tunity and write into the pending tariff legislation a gradu
ated income-tax provision that would be fair aurl just to all 
the people and absolutely constitutional; that would make 
wealth as well as_ toil, plutocracy as well as poverty, pay its 
just share of the burdens .of Go-.ernment. There is no doubt 
it could be done if the Republicans in Congress were true to 
their promises to the people. In my opinion tho Republicans 

. in this Congress lmxe been recreant to their duty and faithless 
to their pledges in failing to write into the pending tariff legis
lation a constitutional provision for a graduated income tax, 
The people of the Janel witness here to-day, in the enactment of 
the iniquitous Aldrich tariff bill, the most shameless betrayal 
of their rights, the most shameful repudiation of Republican 
promises that has ever been exhibited in all the annals of our 
political histotT. · 

'.rhe passing of the outrageous Aldrkh tariff bill, an oppres· 
sive tax measure that will fasten on the backs of the consumers 
of the country for years to come unspeakable burdens beyond 
the calculation of the finite mind, is the legislative tax iniquity 
of the century. 

Sir, the passage of this resolution is, as I say, only a subter
fuge-a mere hope to be speedily dashed to the ground. The 
Republicans are only pretending to give the people the future 
possibility of an income tax. They lmow the people are in 
favor of a graduated income tax; they know the people now 
demand it; and hence they hold out this mere pretense while 
they place upon the statute books the highest protective tariff
tax law in the history of the land to burden them more than 
they have eYer been burclened before; and the Aldrich tariff 
bill as it will finally go upon the statute books-mark what I 
say-will be the highest protective-tax measure in the interests 
of the beneficiaries of protection that has ever bee"Q. enacted 
in this -country or any other civilized country in all the his
tory- of the world. [Loud <11JJllause on the Democratic side.] 

'l'he SPEAKER. 'l'he time of the gentleman from New York 
has expired. 

Mr. SULZER. Well, Mr. Speaker, that is about all I set out 
to say. Of course I shall vote for this resolution. It will pass 
Congress by the requisite two-thirds vote. It then goes to the 
legislatures of the States. Three-fourths of the state leg!sla
ures must ratify it. Let the people of the country see to it and 
instruct their state representatives to vote for it. The issue is 
now with them. I will do my part in Co11gress and- out of 
Congress to make this resolution- for a constitutional income 
tax a part of the organic law of the land. _ 

Mr .. CLARK of Missourt I yield two minutes to the gentle
man from Colorado [Mr. MARTIN]. 

Mr; MARTIN of Colorado. Mr; Speaker; I ask_ recognition 
for the purpose of obtaining leave to print in the REcoRD a 
letter to me from a former brilliant Member of Congress from 
my State, Hon. Lafe Pence, of Colorado, briefly and conci~ely 
setting forth his views upon the pending income-tax amendment.: 

The SPEAKER pro tempore; The gentleman already- has 
that leave. -

Mr. MARTIN of Colorado. I yield back the balance of 'my 
time. 

The letter referred to is a follows : 

Hon. JOHN .A. MARTIN; 

THE NEW DENISON fl()TEL COMPANY, 
Indianapoli8, June f9, 1909. 

House of Rep•·escntatives, Washington, D. 0. 
MY DEAR MARTIN: " God moves 1n a mysterious way, His wonders to 

perform." . 
The most important national campaign In fifty years will be on- us 

In 1910. 'l'he fight for the income tax will be carried into every one 
of the 46 States for the election of state legislatures. It will continue 
until the fight is won ; no man can_ tell how many years that w!ll be, 

When the Democra.tic party toolt up the fight for the· income tax 
its sincerity was doubted. When such Democrats in Congress as Bryan; 
Hall, Mclllillln, CRAMP CLARK, Crisp. Swanson, and others succeeded 
in having the D~mocratic party in Virginia declare for a graduated 
Income- tax and avowed their intention of having it carried into 
national campaigns, their. sincerity and ability were doubted. - I 
was one of the doubters. That was in 1893. They proved their good 
faith and ability, and from that time on their movements were rapid 
and continuous. In 1894 they incorporated the income tax In tha 
Democratic tariff bill. It was thrown out by the court, and In 1890 
the Democratic party declared In favor of the tax,. and since that 
time the enactment of such a tax as a part of the permanent fiscal 
system of the Federal Government has been a party doctrine. 

For sixteen years has the party been occupied in its campaigns of edu
cation upon this question. Other issues have come and gone; this has 
remained. So thorough- and complete has been the work that, although 
our ticket failed of election in 1908, the successful Republican candi
date, in less than four months after his inauguration, declared that the 
income tax should be adopted and expressed his belief that a majority 
of the people so think; and this In the face of the facts that In 18!14-
in the li'ifty-third Congress-every Republican In House and Senate op· 
posed the law; that the entire Republican press of- the country has con· 
s!stently and persistently opposed the law; that no Republican candi
date or convention has at any time favored the law; that the entire 
leadership of the Republican party everywhere has objected to the law; 
not because it was unfair or unjust, but because the revenues thereby 
created might enable the Government to get along without high pro· 
tect!ve duties. · 

The last-mentioned Republican objection is being met by Senator 
BORAH in his proposition to devote the revenues so realiEed from an in
come tax to the construction of a larger navy, and I see by the papers 
that ex-Senator Chandler, in New Hampshire: is rallying his party to 
the support of that Idea. The chief danger rrom BORAH Is that he Is 
not only preeminently strong and able, but he is thoroughly sincere, and 
as the country knows him better it wlll appreciate that fact better. 

.As politicians, the Republican managers are the wonders of the world. 
In campaign times they put a blanket ove1· Ar,nnrcH, PENROSE, S~rooT, 
and some others and put forth such men as BORAH, DoLLIYER, CuMMINS, 
LA FoLLETTE, and announce to the public. " 'l'hese arc our apostles," 
and the people believe it. Then comes the inauguration and the special 
session, and the blanket is lifted and the "true apostles" come forwnrd 
into daylight and take full and complete charge. Suppose their plan 
was reversed, how many Western States would tile Republicans carry? 

The Taft proposition for the income tax has less merit than Bon.\H's. 
Just before the President's late special message the papers infor'!!!ed us 
that it was due and expected, and the President wanted the tax, not as 
a part of the regular policy of the Government, but for use in times of 
war. His message asked for it, not as a part of the regular govern
mental system, but as a thins- that will be handy for emergencies. They 
all recognize that we are JUSt getting over "a prolonged Roosevelt 
spree," and we have got the bills to pay; but they stop at that, and 
propose that when the Nation gets sober it shall drop the tax, or use it 
only for battle ships, which we may or may not want, or to pay for war 
or wars, which we hope to God we will never have. 

Now, right now, John, Is the time for such a man as·you, assisted by 
CrrA~IP CLARK and all the party lenders, to lead the Democratic party 
to the very highest and best plane for the coming contest. Make it 
clear that we are and have been for the law as a substantia/., •·cgular, 
and permanent part of our fiscal system; and make it clear that if 
special purposes are to be accomplished, there is one va,stly more Im
portant than the construction of battle ships or the preparation for 
improbable wars, one that af!ects the daily lives of millions of our 
people through every year and every month and every week. In my 
judgment, It is going to be a long fight and a hard one. There are 46 
:States ; we must secure favorable action by legislators of 35 of them. 
We had just as well abandon the hope o:! having New Mexico and Ari
zona In our column, because the Aldrich contingent toill not let tl1osc 
two Sta-tes be added, pending this contest. I don't think for a moment 
that the President is acting in bad faith, but I llave no doubt that Mr. 
.ALDRICH and his associates have in their memorandum books now tile 
names of the dozen States whose legislators they expect to control to 
defeat the constitutional amendment. 
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"!\ow, John, we are going to need every >ote that It is possible to get 

in every State. '!'he fight must be won now or never. Let us win it 
as a IJemocratic fight, If lYe can, and let us desetTe to so win It; but, 
above all things, let 118 win it. 

After long consideration and many months of dellberaiion, I say to 
>on bluntly, that In my judgment the only way the fight can be won is 
for us to make some such declaration as the following, to wit: 

We favor such constitutional amendments and legislation as will 
secure a federal tax upon the incomes of Individuals and corporations, 
and candidly avow that one of the chief reasons Is to enable the Fed
eral government to abandon all whisky, wine, and beer taxes, and 
thus 1e:1.ve the so>erelgn States free and untrammeled in their control 
of the liquor traffic. 

Such a declaration will bring to the support of the measure tens of 
thousands of votes which it might not othet·wlse secure. It will put us 
on a plane which will entitle us to their support. What Is more im-
portant, the declaration Is just, fair, wise, candid, and right. • 

Do you say to me that it is un-Democratic? I answer that you and 
othe!'s representing us there can make it Democratic until the conven
tions meet next year, just as Bryan, CLARK, and other Democt·ats In 
Congt·ess made the income tax Democratic in 1894, two years prior to 
the national convention of 1896. And I answer further, it Is now 
Demccratic.. This question can not be longer handled with gloves ; it 
has !JePn dodged and avoided too long already. 

Yon may not have and would not assume the authority, probably, to 
commit the V~mocratic party on the dry or on the wet side of the 
liquor qnest~on, but notbint: can be more Democratic, John, than to de
clare that Uncle Sam should take his J1ands off and leave the sovereign 

·States tuldisturbed in £ettling the question as they please. All old 
notions about our party and sumptuary legislation have gone to the dis
card since the solid Democratic> Southern States have set a new ex
ample during the last three years. Yon can see the same thing being· 
repented right here in Indiana, and it is not strange that such an ex
ample. set by the solid South, should be first copied in Indiana north of 
the l\Iason and Dixon line. The best civilization we have is in the 
South. The worship of the dollar bas not driven out the old religions 
down there. They still think more of their men than they do of dollars, 
and more of their women than they do of men, and the same civilization 
more completely dominates the people of Indiana than those of any 
othet· Northern State. 

You will find that such a resolution as I propose will be adopterl by 
somebody; the times are ripe for it. Do not forget that the Prohibition 
party, in its national platform last year, declared. to•· an income tam. 
'!'heir cry has lon;( been for a "stainless flag." Such a platform would 
give them a ila;(-platform--a word for each star and each stripe. It is 
worth serious thought, John, that the party with such a shibboleth as 
uA just tax and a stainless flag" will have high claims, indeed, upon 
the patriotic voter. It would be a pity, indeed, for any party-except 
the Democratic party-to lay claim upon a flag platform or a flag 
campaign. 

There .are 46 stars in the flag standing for the 46 States ; 13 of them 
for original States, 2 for Vermont and l\Iainc, and 5 of them repre
senting the States created from the Northwest Territory; that makes 
20. The other 26 stars, .John, stand for States, every single acre of 
which was acquired to the Republic by Democratic p,-esidcnts as a Dcm
ocmtio policy; there is not a Federalist acre Ol' a Whig acre or a He
publican acre represented on that flag. It is om· fiag, and any flag 
campaign should be our campaign. · 

Howe>er, the important thing is to •tin the la1c-for the sake of our
selves, our children, and our children's children-and we need and must 
have every vote that we can get in every State. You know how much 
I have this at heart and how many years I have waited to see this con
test begun. Raise om· banner high. John, and plant our feet firmly 
upon the highest possible plane; then a patriotic people and their 
righteous God will not let us fail. 

Very trulJ', your friend, LAFE PEXCE. 

Mr. CLARK of l\Iissouri. Mr. Speaker, l10w much time do I 
get back? 

The SPEAKER pro tempore. A minute and a half. 
1\Ir. CLARK of 1v!issouri. I vield fiye minutes to the gentle

man from New York [:\lr. GoLI;FOGLE]. 

[Mr. GOLDFOGLE addressed the House. See Appendix.] 

J\Ir_ CLARK of l\Iissouri. I now yield to the gentlemn.n from 
Missouri, Judge Dr> AllMOND. 

l\Ir. DE AH.:\10:\D. .i\Ir. Speaker, I had the satisfaction of 
voting for an income-tax proYision in the ·wilson tariff bill, 
passecl in 1894, and h::n-e since improYed every opportunity to 
vote that way. I bave long been in fnyor· of that kind of tax 
lcgisla tion. Nothing tlla t has transpired lately or remotely 
has had any effect toward changing my judgment of the mat
ter. I ha;·e long been of the belief that, as the Constitution 
now stands, there is power and authority in Congress to levy 
a constitutional income tax. I am confident t!Jat the power 
should be exercised now. 

It seems to n\e that if ther·e were a real desire to have such 
a tax t!Je natural course "·ould be to pass a law providing for it. 
It seems strange that the representatives of the people-;-more than 
390 in this body and no in the other-should be halted year 
after year in any purpose that they really have because four
teen or fifteen years ago, by a decision of a dividetl court, 
standing five to four, an income-tax provisioil at that time in 
the law was declared to be void on account of unconstitution
ality. If we will recall what happened at that time, we may 
recollect that when the question was first before the court 
there were eight justices present, :m<l four believed the act to 
be constitutional and four believed it to be unconstitutional. 

Later, with all the justices present, the full bench of nine, the 
matter came up again. It would naturally be SUPl'osed that the 
justice who was absent when the question was first passed upon, 

and present when it was passed upon later, would really cast the 
deciding vote. He voted in favor of sustaining the tax, but the 
tax was overthrown by the vote of one of those who had in the 
first instance voted to. sustain it. He had changed llis mind or 
his purpose-how that was brought about we need not now stop 
to inquire-so as to declare unconstitutional by a majority of 
one that which before he had by his vote and decision declared 
to be constitutional. Thank the Lord, that man is not now ·a 
member of the court. 

Strange it is, with such a law disposed of in snell a way, if we 
really desire an income tax, that we dally \Yith the question year 
after year, and give as an excuse for not passing an income-tax 
law that the Supreme Court, in the manner that I have sug
gested and stated, once, years ago, declared such a law to be 
unconstitutional. _ 

My judgment is that it is the duty of the House and the Sen
ate to pass such measures as the Members believe to be consti
tutional, just, and proper, and leave to the Supreme Court the 
responsibility of determining the question of constitutionality 
when presented. Surely it can not be the duty of Congress to 
refrain forever or indefinitely from putting up to the £uprern.e 
Court the question of the soundness of a 5 to 4 decision. 

I will vote for the passage of this reJlolution to submit this 
constitutional amendment, but not in the ardent hope that any
thing effective will come of it, because I am right well satisfied 
that years and years will pa::;s before this proposed aiuendment 
will go into the Constitution, if it eve11 goes into it_ Do you 
suppose that over in the Senate of the United States if there 
was rr belief or a fear that this income-tax amendment would 
go into the Constitution, the resolution to submit could go 
through by unanimous vote? You may, but I do not believe it_ 
The expectation is to delude the American people by the sub
mission of the amendment and then deprive them, and deprive 
them effectually, if possible, of the promised fruits by a failure 
to ratify it. , 

The State that does not vote for its ratification might as 
well vote against it. It is not necessary to vote against it; 
the amendment does not go into the Constitution until three
fourths of the States have ratified it. Those States that vote 
against it no more effectually decide against it than those that 
do not vote at all. 

I hrrYe long believed that the only reasonable hope for any 
material amendment of the Constitution of the United States 
must rest upon a convention convened to submit amendments. 
I hope the time may come, and come soon, when we shall have 
·such a convention_ · 

Not only is it desirable to have an income-tax amendment 
added to the Constitution-though I believe an income-tax law 

' should be pa~sed now for a graduated income tax-but it is 
important to amend the Constitution as to several other mat
ters. Congret:s can provide for a constitutional convention at 
the request of two-thirds of the States, and such a convention 
could consider the whole subject of constitutional amendments_ 
Then not only this question, but eyery question of great impor
tance to the peO]Jle going to amendment of the Constitution, 
coull1 be considered· by the people's representatives selected 
solely for that purpose, and could be voted up or voted down 
by the sen~ral States. 

If you really desire to ha YC this amendment adopted, the 
chances of its adoption would be greatly increased by incor
porating in this resolution some such amendment as that sug
gested by the gentleman from Texas [l\lr. HENnY]. If this 
amendment were submitted directly to conventions in the sev
eral States, the members clcctet1 ><trictly and solely with refer
ence to the question submitted, there would be l'ome prospect 
that the judgment of the people would premil, nnd that by a 
direct appeal to the people and a prompt decision by them 
ratification of the amendment might be secured. But with all 
the opportunity for delay at'fordcd by submission to state legis
latures, and with all the incentives to delay, the lll'ospect of 
this amendment getting into the Constitution is, I fear, dim ancl 
distant, indeed. 

Some gentlemen here have expressel1 themselve~ in favor of 
this resolution in order that we may lay an income tax if war 
comes ancl dire necessity. It is no more just to tax in a par
ticular way in time of war than to lay the same tax· the same 
way in time of peace, Yarying the rate as the neell for revenue 
varies. This is a question of justice and pror1ricty. 

So far as war necessity is concerned, that necessity can be 
met at any time, even under the decision of tl.rc Supreme 
Court, if an income tax will meet it. An income tax can be 
laid that will assure<lly meet the test of the jmlgment of the 
Supreme Court, because it can be laid, though not equitably, in 
proportion to population, if you please, and if extreme necessity 
requires it and that be the only way, that way could be taken. 
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There is no good reason why taxation should not be accord
ing to ability to pay-according to wealth,. according to income. 
Your tariff tax is a tax upon. necessity, a tax in proportion: to 
the· amount you buy, a tax in proportion to what you must 
ha:vc, not a tax in proportion to what you. possess. Let us tax 
wealth, not want-dollat·s, not men; .and why not do it now.? 
[Applause on the Democratic side.] 

'l'he SPEAKER.. The time of the gentleman. has expired, 
. Mr. f!EFLIN. :r.rr. Speaker, if the Republican party is in 
earnest about this matter. and wants to be entirely· fair and 
honest with the .American people, you will vote· for an income
tax· law, and then provide also for an amendment to the· Consti
tuti'on, which could be l'CSOI'ted to. in the: event the Supreme 
Court declares the new income-tax· law unconstitutional. 

If you should do this, there would be no longer any question 
us to· your sincerity· in· the. matter.:......your friendship: for the 
measure; 

This income-tax proposition is purely a Democratic measure, 
and it is the fairest and: most just method :of taxation·. ever de
vised by the genius of·man .. 

I am in: favor of amending:·the Constitution if it needs amend
ing in order to obtain an income-tax law, but I believe that an 
income tnx is constitutional, and. that the Supt:eme Court,. as 
now constituted, would declare it so. 

If we had an income-tax Jaw, it would br-ing millions of money 
into the- Treasury, and those paying it would scarcely miss it, 
and it would 11ghten the burden that now rests so heavily on 
the great body of consumers. 

The Itepublican party is not in favor of an income tax, and 
the submission of this amenameut to the Constitution, instead 
of voting straight on the income tax, is your plan of procrasti
nation. 

The Republican party always moves against the lines of least 
resistance, and when that party can not defeat a measure, it· 
makes promises and post11ones action. 

The gentleman from Missouri [Mr. BARTHOLDT] said that 
when we elected the first Democratic President after the war 
between the States that we talked about an income tax because, 
according to his statement, we thought of tearing down the 
custom-houses and would need revenue from that source to run 
the Go,·ernment. I want to tell the gentleman that the custom
hons>s have not been destroyed, and the Republican party has 
bel'n in power in every bmnch of the G0,·ernment for more· than 
twelve years, and your tariff tax is the llighest that it has ever 
been, and yet you have not the revenues now with which 'to 
meet the extravagance indulged in by the Republican party. 
[Applausf' on the Democratic side.] 

Mr. Speaker, we have had a panic-a Republican panic-the 
evil effects of which are still with us. I have heard various 
reasons assigned for the panic, and the gentleman from Kansas 
[Mr. MILLER] now tells us "that the bankers caused it." Well, 
Mr. Speaker, some of these bankers are among the millionaires 
whom we want to reach with an income-tax law, and if the 
gentleman wants to punish that class of citizens 'on whom he 
wishes to throw the blame for this Republican panic, let him 
join us in voting for an income-tax law now. 

I am not going to make a lengthy speech at this time, for I 
discussed, at some length, the Payne bill when it was up for 
consideration In tbe House. 

In passing, bowe,·er, I ~mnt to give you a sample of what this 
Aldrich bill is going to do to the American consumer. 

Hl're is what the editor of the Birmingham Age-Herald says, 
lind says truly: 

PU.lCE OF CLOTIIIXG HEU.EAFTER. 

To those who are compelled to buy moderate-priced clothing the· 
Aldrich scheme of duties bring-s these r~'sults, namely, a suit of clothes 
which cost $10 last spring will coRt $1!!.50 next spring. The cost of 
the $16 suit will be advanced to $18. The cost of tile $18 suit will be 
advanced to $22. The cost of the $20 suit will be advanced to $25. 

Does this look like revision downward? 
And now, Mr. Speaker, here is a notice sent out QY a wholesale 

sugar dealer, who is a friend to the consumer. 
i am indebted to the Barfield-Grccu :\Iercantile Company, of 

Lineville, Ala., in my district, for sending me this notice: 
NOTICE. 

With no <luty on sugar. sugar would be 2 cents per pound cheaper. 
Write your Senat<>r and Congressman that you favor "free sugar." 

The Aldrich bill strikes hard the necessities of life all along 
the line, and if gentlemen here think that the people are ig· 
norant of what you are doing you will find iu the next election. 
that you are entirely mistaken. 

Mr. Speaker, the States wisely and justly provide that every 
tal!.."1Jayer shall know the exact amount of taxes that he pays 
every- year-taxes on money loaned or· hoarded, so much· on• 
personal property and so much on real estate. The taxpayer 

lmo~s, as he has a right to Imow, just how much taxes he is 
reqmred to pay to the city, county, and state government. But, 
:\!~· Speaker, under your mysterious tariff-tax law, you tax the 
crt1zen, and you refuse to let him know just how. much he is 
taxed by the Federal Government. The tariff tax is hid· in the 
price of the things that he must buy, and at the end of the 
year. he knows that the cost of .living has increased:; but he does 
not know how much· you have taxed him under the system of 
a high protective tariff; This is wrong, and you should amend 
this tariff bill now, so that it will require that on every article 
upon: which: you- haliTe· laid: a tarif4 .the amount of the· tarifi'"tax: 
shall be stamped, so that the consumer may know as he buys 
the.uecessities of· life what the tariff tax· is, and at the end'.·of 
the year he· wilt know. the· amount of tariff' tax: that you have 
compelled: him .. to pay, . · · 

For instance, . if the tariff on: a: wool hat is $1.50, and the 
tariff on a· pair· of shoes· is 25 or 50 cents, and. on a piece of 
machinery· $50; when the machinery cost ·only· $100 to begin 
with;: bear in. mind,. the· C<lnsumer would begin. to see how.-. you 
bold. him up with one· hand and· rob him·,with the other. If 
he could only realize how he is. being imposed upon and robbed 
by the present tariff system, it would not. be long_ until the Re
publican. party would be driven from. power in every· branch· of 
the Government; and then a just and equitable tariff law. would 
be passed by the-rept't!sentatives of the Dei:nocratic party .. 

'.rhe man· of small means, with his goods in sight, and the 
man who has to struggle for the necessities of life, bear the tax 
burdens of the Government. 'l'hose least able· to pay. are 
for{!ed; under this Republican system of tariff taxation, to· di~ 
vide their earnings with the tariff barons ·and an extravagant 
Federal Government. · 

The man whose income amounts to several thousand· dollars 
a year, and the man. whose yearly income runs into the millions, 
will be reached by an income tax, and they will be forced to 
contribute to the support of the Government. 

Of course the law should pro,·ide that a man's yearly income 
must be so many thousand dollars before you begin to tax it. 
The purpose of such a Jaw is to tax those most able• to. pay 
taxes, and lighten the tax burden on those lenst able to bear it. 

Let us put the greatest tax burden, in. the form .of an income 
tax, on the man. who. is most benefited: by the tariff protection 
that the Government gives, for he is most able to bear it. 
· From the man who has much in thi!'l world's goods much 
should be expected and demanded in the way of taxes to· pay 
the expenses of the· government under which he lives. 
· Just here, 1\Ir. Speaker, I will include in my remarks a state· 
ment from Robert Ellis Thompson, in the Irish 'Vorld. 

In discussing the evils of indirect taxes in England he says: 
The only real corrective to thls injustice bas been the income tux, 

devised by William Pitt when Englan<l was lighting, and revived in 1842 
by. Peel and Gladstone as a means to save the country from annual 
<leficits. Until within thirty years past seven-eighths of the British 
revenue came from indit·ect taxes-taxes which tend to mal<e the rich 
richer and the poor poorer by an unjust distribution of the public 
bur<lens. . 

An income tax seeks to reach the unearned '\Vealth of the country 
and to make it pay Its share. 

So much for that. 
Now, Mr. Speaker, this Capitol is the CIVIC temple of the 

people, mid we are here by direction of the people to reduce the 
tariff tax and enact a law in the interest of all the people. 
This was the expressed will of the people at the polls, and you 
promised to carry out that will, but you have not kept faith 
with the American people. 

The Dingley law carries the highest tariff tax of any law 
that was ever enacted by Congress, and yon gentlemen W€re 
elected-again intrusted with power-on the distinct under
standing and in the firm belief on the part of the people that 
yon would reduce the tariff tax and lower the Dingley rates, 
and yet the Payne tarifl' bill that passed the House increased 
the tariff tax and carries a higher rate than the Dingley lnw; 
and now comes the Aldrich bill, which is the most obnoxious 
and burdensome tariff· scheme that ever found sanction in eitlwr 
branch of the American Congress. The tariff barons are in 
complete control, and. the American people have been deceiYcd. 

The Republican party is going to be called· upon to gh·e an 
account of its stewardship. At the judgment bar of the people 
you must account for your broken campaign promises and your 
violated platform· pledges, and all signs indicate that you will 
hear the dread sentence; "Depart from power, you unfaithful 
servants." 

Your failure· to reduce the tariff tax is an admission that 
your party is absolutely in the hands of the favored few wllO 
profit by a: high: protective tariff. Your failure to revise tho 
tariff downward, as you promise(l you. woultl do; stamps you 
with deceit and unfaithfulness: to: the American people nnfl 
brands your party as unworthy of their confidence.any longer. 
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This is plain talk; Mr. Speaker, but no plainer than the facts 

justify. Your declarations that you would revise the tariff 
downward sounded from e>ery stump in the last national cam
paign and yet your promises have not been kept. Your plat
form 'pledges to revise the tariff downward were printed in all 
the newspapers of the country and curried by your literature 
Into the homes of all the people, but, alas! those pledges have 
not been fulfilled. 

·I derive no pleasure, Mr. Speaker, in calling attention to this 
situation because it helps the Democratic party; I deplore the 
miserable conclltion that it reveals. My heart is made sad and 
n ~ense of shame and humiliation steals upon me when I see 
the purse-.proud bal.'ons of high-tariff protection write the 
'Statute laws by which they become enormously rich and politi
cally powerful at the expense and to the great injury of the 
masses of the people. [Applause on the Democratic side.] 

And these men around whom the operation of your unjust 
tariff laws has piled millions, reveling in luxury, retire from 
business at will and say il'1 their hearts, " Soul, take thine ease." 
But, sir, I w~mld remind yoU: of a struggle out yonder among 
the bread earners of America. This struggle is unceasing. No 
field is cleared in the battle for bread; no bugle sings truce 
to the toiling millions; .and yet under this miserable Aldrich 
bill the industry and skill of the man who toils· are ta:xed, but 
the fortunes of the idle rich escape the scrutinizing eye of the 
Republican party. [Applause on the Democratic side.] 

The great body of consumers struggling for the " wherewith " 
to buy the simple necessities of life are taxed, and heavily 
taxed, by this Aldrich bill, not only to raise revenues to meet 
the extravagant expenditures of the Republican party, but 
taxed for the benefit of those who profit by the Republican 
policy of high protection-those who furnish the Republicans 
with campaign funds with which to corrupt the ballot and de
bauch American· manhood. [Applause on the Democratic side.] 

The simple wants of the plain people are taxed beyond all 
reason, while the comforts and conveniences of life are placed 
beyond their reach. 

The man who is not willing to work, who drifts aimlessly 
through life, does not deserve much consideration by anybody · 
.but, sir, the man who is willing to employ the powers that God 
has given him in the effort to better his condition, to gratify 
his legitimate wants, deserves the commendation of every honest 
man, and, in the name of justiee, I demand for him a fair 
chance Jn the struggle for existence. 

When you, by tariff taxation, lay heavy burdens upon the 
things that this man needs and must have to make his wife and 
children comfortable and happy, you are working injury to this 
man and his family-you are standing between them and a 
worthy existence, and you are committing a crime against the 
American home. 

The great God who so bountifully blessed this old world in 
the things with which to feed, clothe, and shelter the people, 
never intended that a few men should claim all the increase 
fTom ocean, soil, and air, and the fathers never dreamed that a 
fe'Y millionaires in America would become the arrogant dic
tators or bosses of the National GoYernment. Nor did the build
€l'S of the Republic believe that the time would come TI"hen the 
barons of high protection would scorn the rights and wishes of 
the people and tax them at every tum in their existence, in 
order to enrich themselyes; but that time has come. 

J\Ir. Speaker, I '\\"ant some one on that side of the House to tell 
me the diffel·ence between the bold robber who holds you up on 
the highway and robs you of your money, and the goYernment 
that does the bidding of a band of robbers who prescribe the 
conditions by which you shall come and surrender your money? 
I "·ill tell you the difference: One takes his chances and runs 
the risk of losing his own life in his efforts to rob others, while 
the other gang uses governmental machinery to hold up and 
plumier the citizen and in the name of law commits its crime 
agniust humanity. 

Their patriotism is measured by the size of the fortunes that 
you permit them to filch from the American consnmers. The 
stars on the f!ng resemble dollar marks to them, and the stripes 
represent the special faYors that they enjoy at the hands of a 
goYernment controlled by the Hepublican party. 

The Republican 11arty regards the presence of a few money 
kings as eYiclence of America's prosperity; but not so. These 
mc:1 are the produet of goyernmental favoritism, the creatures 
of unjust tariff taxation. The laws that made them millionaires 
haYe robbed millions of people of the necessities of life. 

But, :l\!r. Speaker, in spite of subsidized newspapers, that keep 
the truth from the people; in spite of the disgusting aristocracy 
o{ \lle dollar, that controls the Go•·ernment through the Repub
lican party, we shall continue to proclaim that the comfort, the 
happiness, and well-being of·the American ~itizen is the surest 

sign of genuine prosperity, the highest end and aim of constitu· 
tional government. [Applause on the Democratic side.] 

Mr. COX of Indiana. Mr. Speaker, the Ways and Means Com
mittee reported the tariff bill to Congress on the 18th of March, 
1909, and it passed the House on the \lth day of April, 1909. The 
Constitution provides that "all bills for raising revenue must 
originate in the House," and that '1 Congress shall have the 
power to lay and collect taxes, duties, imposts, and excises,· but 
all duties, imposts, and excises shall be uniform throughout the 
United States; " and it further provides that "Representatives 
and direct taxes shal~ be apportioned among the several States 
according to the respective numbers," and that "no capitation 
or other direct tax shall be laid unless in proportion to the · · 
population of the States." The constitutional power Qf Con
gress to tax the people for the support. of the Government is 
complete and plenary, the only restraint found in it relating 
to the taxing power of Congress is that "Congress is' for
bidden to impose an export tax upon any article exported from 
:my State." 

Mr. Speaker, the two systems of raising revenue for the sup
port ()f the GDvernment in ()rdinary times Qf peace have. been 
a duty upon foreign manufactured goods imported into this 
~ountry, together with an internal-revenue tax upon liquors, 
cigars, tobacco, and so forth. In ordinary times of peace these 
two systems of raising reyenue to meet the required expendi
tures of the Government have been found adequate, but in 
times of war, or even in. times of peace when the appropriations 
of the Government have been exorbitant, the GDvernm(mt has 
resorted to other systems of taxation. It finds itself to.{lay 
compelled to resort to some other system of taxation than a 
tax upon imports and an internal-revenue tax for the purpose of 
raising money to meet its required expenditures. 

Tax of any kind is always burdensome to the people, no mat
ter in what form it may be imposed, or in what guise it may be 
enacted into law-no matter if it be a direct tax upon property, 
as most, if not all the States, have; or an indirect tax, such as a 
duty upon goods imported into this country; or an internal
revenue tax, it is a burden just the same. But the people, if 
treated fairly, with uniform taxation, readily yield this power 
to the Government for the protection which the Government 
gives in return to the people. 

People heretofore have been more concerned with taxation in 
their respective States than they have with tax imposed by the 
Federal Govemment. With the fDrmer they mme in direct con
tact. This tax is usually measured to them by the county treas
urer or the gatherer of the tax, and is always measured in dol
lars 11.nd cents. In amount it is fixed, definite, and certain. Not 
so with any system of indirect taxation. This tax is paid by the 
consumer indirectly upon the amount of goods consumed by 
him, regardless of his ability to pay. This kind of tax is a tax 
upon consumption, and not upon either property or financial 
ability to pay the tax. M:r. Speaker, a tax upon consumption is 
a deceptive tax, for the reason that the consumer of the com
modity is always unable to tell how much duty .there is on it 
which has gone to the support of his Government, or how much 
has gone to the support and maintenance of the manufacturers 
and trusts; and by reason of the blindness connected with its 
payment the consumer has continued to pay it; but in later 
years the ever-continued increase-of the ~ost of the necessaries 
of life has caused an outcry by a large part of the mass of the 
people, and this outcry upon their part forced the Hepublican 
party to declare in its pia tform for a revision of the tariff and 
later the convening of Congress, for the purpose of redeeming 
the anteelection pledges made by the Republican party. 

When Congress entered upon this task, it was confronted 
with several questions. It was confronted with an enormous 
deficit in the Treasury, together with a demand on the part of 
the masses of the people, backed in their demand by the Re
publican party's platform ancl the promises of President Taft 
for a downward reYision of the tariff, so as to relieYe them of 
some of the burdens imposed upon them under the Dingley bill; 
and with a demand on the part of the high priests of ]Jrotec
tion that they be not molested in their high and lofty eitadels, 
from which the great captains of industry for the past twelve 
yenrs haye continued to issue orders to the great mass of 
peoule, and to harmonize all these conflicting interests the He
lllllllican party has been laboring long nnd late. '!'hat it will 
satisfy the high priC'sts of protection there is no doubt; that it 
"·ill fail to satisfy the masses of the people there is no doubt; 
that it will not raise enough reycnue b:r imposing a duty npon 
imports for the support of the GoYermnent there is n? doubt .. 

Since July, 1808, there has been a constantly growmg deficrt 
in the Treasury of the United States, until to-day it reaches 
the enormous sum of $96,199,355.90. To frame a tariff bill 
giYing to the trust barons all they wanted and fulf.ill the pledges 
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tors by the people. In my judgment, an amendment to the Constitu
tion for an Income tax is not necessary. I believe tbat an income tar, 
when the protective system of customs and the Internal revenue sball 
not furnish income enough for governmental needs, can and should be 
devised wbich. under the decision of the Supreme Court, will conform 
to the Constitution. 

made to the people, and, at the same time, between these two 
conflicting interests to raise revenue to supply the growing 
deficit in the Treasury and to meet the future necessities of the 
Government has indeed been a herculean task for the party in 
power. llfr. PAYNE, ip explanation of the bill, said: 

Now, the question of revenues under tills bill is a serious question, 1\Ir. Speaker, when it was an assured fact that the Bailey-
and yet it Is not so serious as it would appear at first blush. It is Cummins income-tax amendment would pass the Senate and 
true we had a big deficit on the 1st ot July last for the previous year, with the equally assured fact that it would pass the House, llfr. 
but we had had a· big depression in business; importations halted, Taft suddenly sent to Congress a message asking that a tax revenues had been cut down, and when that continued during the fiscal 
year ot 1009 down to the present time, showing a deficiency of $87,000,- of 2 per cent be· imposed upon the net incomes of corporat~ons, 
000, It looked like a dllficult task to provide sufficient revenue for the llfr. Speaker, while I will support this measure, I must c'lnfess 
erpenditures ot the Government. that I do not do it with the alacrity and force with which I 
. The appropriations made by the second session of the Sixtieth would have gladly supported an income tax. 'l'axation, at its 
Congress for the year ending June 30, 1910, were $1,044,401,- minimum, is always a burden upon any people, but I believe 
857.12, and the estimated revenue out of which this appropria- this burden should be uniformly distributed throughout the 
.tion was to be made from all sources-customs duties, interual- country, resting upon the shoulders of all, without discrimina~ 
revenue tax, and so forth~is only $852,340,712 .. It is an easy tion against some and in favor of others, and this is exactly 
matter to observe that under the ordinary system of raising what will be the result of a tax upon the net incomes of all 
·money for the support of the Government, instead of the Treas- corporations. It will impose a tax upon a corporatfion and at 
ury deficit being wiped out it will be largely increased by the the same time exempt the individual or the copartnership en
end of the fiscal year June 30, 1910, unless some other system gaged in the same business along by the side of the corporation. 
is devised for the purpose of raising revenue. In my judgment This in itself is unfair, but nearly all the large corporations
the time has come when one of two things must occur-either the trusts, the railroads, and the express companies-are bonded 
'reduce public expenditures to a safe and sane basis, or devise for a large part of their wealth. The railroads alone, being 
some other means of raising the revenue for the support of the bonded for upward of $6,000,000,000, and the trusts for at 
Government than the means now in force. It was apparent to least an equal sum, these sums representing one-ninth of the 
the framers of the present tariff bill that it would not raise total wealth of the country, under this system of taxation all 
revenue to meet the expenditures of the Government, and in this immense wealth will escape the -burden, although these 
order to aid in supplying this deficiency the bill when it passed bonds are gold-bearing interest bonds, drawing from 4 to 6 
the House contained a provision for an inheritance tax, and per cent, payable from 1913 down to the end of the present 
from this item alone the chairman of the committee estimated century. , 
that a revenue of $20,000,000 per year would be raised. And But, Mr. Speaker, this is not all. There are thousands of 
the Senate having substituted a tax ·Upon the net incomes of little corporations scattered over the country having no bonded 
corporations for an inheritance tax, and this at the instance of debt at all, their property being represented "by the stock of 
President Taft, again showed the doubt in the minds of the the corporation, and this class of corporations will have to pay 
Senate and the President that the bill will not raise the re- full tax upon their net incomes, having no bonded debt to re
quired amount of revenue. Both of these steps were taken in duce their net earnings. 
aid of the Treasury, and to stave off the constantly growing But this is not all. No one for a moment doubts but what 
but popular demand for an income tax. the tax will in the end be largely shifted from the shoulders of 

In my judgment, the expenditures could be materially re- the corporations to the shoulders of the consumers. The rail
duced; and while we are promised a reduction of $10,000,000 in roads and the express companies will raise their charges, so 
the navy and $20,000,000 in the army for next year, will we get that in the end people using these public corporations wiJI pay 
it? · It is a fact that no one of the departments of the Govern· the tax. Likewise the same will be true as to the products of 
ment willingly yields any of its power, and its main power has- all the great trusts of the country. The price of manufactured 
consisted in seeing how much of the people's money it could goods will be increased to the amount of the tax, and the con
appropriate and expend every year. With the navy appropri- sumer in the end will pay the bill. 
ations leaping from the small sum of $33,034,234.19 in 1898 to But, Mr. Speaker, this is true of any tax the burden of 
$137 000,000 in 1909, and with the appropriations for the army which can be shifted from one to tlie other. In the last analysis 
gro~ing from $23,129,334.30 in 1898 to $110,000,000 in 1909, and of this kind of tax the consumer or the user of the article 
with the appropriations in all other departments of the Govern- must ultimately pay it. It is true of a tax raised by means of 
ment keeping pace with these two, can we cajole ourselves into be· a duty upon imports, where the burden of the tax is shifted 
lieviug that of a sudden we will about face, retrench, and reform directly from the shoulder of the importer of the goods to the 
by having a marked reduction of public expenditures in the purchaser of the same, by having the cost of the duty added to 
Government? Let us hope so; but, for one, I fear we will not I the cost of the articles paid by the purchaser in the end. But, 
have it. So long as we hold the Philippine Islands, together J\fr. Speaker, for more than one hundred and seventeen years 
with our other colonial possessions, and maintain a suzerainty we have been accustomed to raising revenue in this country by 
over Cuba, and remit to China $12,000,000 as our part of the means of a duty imposed upon Imported goods until it has be
indemnity growing out of the Boxer uprising, I see but little come a part of the traditions of our people, so that in this day 
hope for permanent retrenchment in the public expenditures of it will be difficult to completely turn them from -this old-time 
the people's money. Since it is evident that the Government is idea of rnising revenue. But, sir, in my judgment, there is a 
in need of revenue, and equally evident that our system of rais- much easier way of raising revenue than by imposing a tax 
ing revenue is totally inadequate to meet the demands Of the upon net incomes of corporations or by imposing snch enormous 
Government, and since soma other system of raising reYenue revenue duties upon imports. This system will not be found 
must be devised, the question is: What shall it be? Evidently in a tax upon the net incomes of corporations; it can be par
not an inheritance tax, because the Senate and the President tinily found in an inheritance tax, and can be completely found 
both have turned their backs upon this righteous measure, al- in a graduated income tax. Mr. Speaker, here man and corpora
though President Taft at one time was heartily in favor of it. tion will both stand upon an equality; here man and corporation 
Bvidently not an income tax, although on the 19th day of will pay upon his income, whether derived by his own i:o,dividual 
August, 1907, at Columbus, Ohio, the President, while mali:ing a exertion or aided by the passage of class legislation. 
speech, said: Whenever man alone or a combination of men take ad van-

In times of great national need, however, an income tax would be of tnge of the laws of nature or the Jaws of man. and out of this 
great assistance in furnishing means to carry on the. Go>ernment, and adYantage create wealth beyond the dreams of avarice, in my 
it is not free from doubt how tbe Supreme Court, With changed mem· . . . ld b b · t d t t" B t bership would view a new income-tar law-under such conditions. 'l'he opmwn this wealth. shou e su JeC e to ax a LOll, u , say 
court ~as nearly e>enly divided in the last case, !'nd durin!! _the. civil its enemies, it is an inquisitorial tax; it opens the door nnd 
war great sums were collected by an il?co.me tax wtthout JUdicial mter- pries into the private affairs of life. So does any other tax. It 
ference and it was then supposed, Withm the federal power. When- . . . . . 1 k · · · · t l"f tl un ever the government revenues need an increase or readjustment, I IS no more mqms1tona , rna ·es no more Inquines m o 1 e, t, 
should strongly favor a. graduated inhe:itance tar, !ind, if necessl!ry for does the direct property tax in the States upon real and per
the revenue, a change m the ConstitutiOn authonzmg a federal mcome sonal property What is the tax in the States both upon real 
tax, with all the in<;idental influence of both measures to lessen the and ])ersonal p~operty but an inquisitorial tax? When the town· 
motive for accumulatwn. ' . · , . 

B t llf " 1· th" ·8 not all On the 28th of July 1908 ship or county assessor takes an mventory of the peoples ptop
u , r . .,pea ,er, ts 1 · ' ' t h 1 th 1 ss the commit perJ"ury to disclose aft · M · T ft as nominated for the Presidency in his speech er Y e compe s em, un e . Y • • . · 

er r. a w . . . . . '. . all the property they have subJect to taxatiOn. But, agam, they 
of acceptance, at Cmcmnah, on thts subJect_he sa1d. th t this is a tax upon thrift. So be it. And so is all direct 

'l'he Democratic platform demands two eonstltutional amendments, say . a h "ft, . 1 Thil 
one providing for an Income tax and the other for the election of Sena- ta:x:ahon in the States a tax upon t n , no more, no ess. 
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man in the Stutes who is imlustrious and thrifty in the accumu
lation of property must and does pay more tux than his neighbor 
who is less thrifty and less industrious; yet this system of taxa
tion has worked admirably from the foundation of the Goyern
ment down to the present time. On kindred principles would 
not au income tax for the Government work the same? 

Senator John Sherman, of Ohio, on the 22d day of June, 1870, 
while in the Senate, speaking against the repeal of the then 
income-tax law, said, in part: 

They have declared it to be Invidious. Well, sir, all taxes are Invid
ious. They say It Is Inquisitorial. Take the ordinary taxes levied In 
the State of Ohio, and In all the States In this country, by the Statutes 
at Large. Do they not require the assessor to go around and ascertain 
the personal property of every citizen? Is that not inquisitorial? 
• • • Every tax Is Inquisitorial, and the least Inquisitorial of all Is 
the Income tax. • • • 

You go to the homestead of a widow who has nothing but a roof to 
cover her head, and you levy your tax upon tbe entire value of the 
homestead and make her pay It, although she may have to sell the last 
shoat, the last chicken, the last egg to pay it. So, also, you levy on 
the property of the rich. Is not that an unjust tax? Certainly it 
is ; and you can not levy tax so as to make them just in all re
spects. • • • 

'.rhe income tax Is simply an assessment 'upon a man according to his 
ability to pay-according to his annual gains. What tax could be more 
just In theory? 

When you come down· to the solid basis of evenhanded justice, you 
will find that writers on political economy, as well as our own senti
ments of what Is just and right, teach us that a man ought to pay 
taxes according to his income aud In no other way. Property is not the 
proper test of taxes, because, as I said before, the property of the poor 
may be levied upon to make up the deficiencies In the property of the 
rich; unproductive property that yields no rent and no income may be 
compelled to pay the same rate of taxation as property which yields an 
annunl rental of from 10 to 15 per cent. * * • 

• * * If you now repeal the tax on Incomes, you have to continue 
the taxes on the consumption of the poor. You have now the choice be
tween levying a little bit of a tax on property, which, after all, will 
only yield us about 6 per cent of our annual income, and piling the 
whole of this taxation, with Its accumulation of the past, upon con
sumption, and not upon property. 

Senator Morton, of Indiana, in the second session of the Forty
first Congress, speaking against the repeal of the income tax, 
said: 

Then there Is the argument ot demoralization. These people who 
have to pay income tax insist that they· will be demoralized; they do 
not want ·to be demoralized, but they know they will be ! Therefore 
we must exempt them for fear they will be demoralized! 

All this argument about demoralization, therefore, is just as appli
cable to the state taxes as to federal-income tax; and if it Is a good 

.argument ·for abolishing one it is a good argument for abolishing the 
other. I have no respect for that argument, not a bit; I have heard 
It urged for years now against the· Income tax, but a moment's ex
amination w!ll satisfy anybody that It it is a good argument at ·an lt 
is good against any tax except a mere tax on real estate, which ls 
visible to the assessor, and which he assesses without consulting the 
owner. . . 

What honest objection Is there to letting his neighbors know his real 
condition? If he conceals his real condition, it Is Ipso facto a fraud for 

.some purpose, though not one of those frauds of which the law can 
take cognizance. He may hold out the impression that be is doing 
well when he Is not, and get a false credit. Does the taw, or do 
morals require that he shall have the right to do that? Certainly not. 
No honest man, then, need be afraid of the Inquisitorial feature. • • • 

• * • The income tax Is, of all others, the most just and equi
table, because It is the truest measure that has yet been found of the 
productive property of the country_ • • • 

But, sir, when you tax a man on his Income, it Is because his prop
erty is productive. He pays out of his abundance because he has got 
the abundance. It to pay his Income tax is a misfortune, It Is be
cause he has the misfortune to have the Income upon which it Is 
paid. • • • 

In the Dingley bill there were upward of 4,000 different 
articles upon the dutiable list, with an average ad Yalorem rate 
of about 45 per cent, which means that to the cost of every $100 
worth of goods bought and consumed in this country $45 in 
the way of duty would be added. Under the Payne bill there 
will be as many goods upon the dutiable list us there were 
under the Dingley bill, with an ayerage ad valorem rate equal 
to, if not greater, than the rate in the Dingley bill. In the des
perate attempt to raise money by this system the people are 
to-<luy groaning under a system of high taxation upon the 
necessaries of life ancl are casting about to find some relief 
against these unequal burdens. How can they do it? My 
answer is, By the uc1option of an income tax. Who has stood 
for an income tax in the past? Such master minds as Senators 
Sherman and Morton, from whom I have so liberally quoted. 
And, later, no less a personage than President Roosevelt in 
many public speeches and writings has stood for an income tax. 
In his annual message to the second session of the Fifty-ninth 
Congress he said, in speaking of this subject: 

The National Government has long derived Its chief revenue from a 
tariff on Imports and from an Internal or excise tax. In addition to 
these there Is every reason why, when our next system of taxation Is 
revised, the National Government should Impose a graduated Inherit
ance tax and, if possible, a graduated Income tax. '.rhe man of great 
wealth owes a peculiar obligation to the state, because he derives 

special advantages from the mere existence ot government. Not only 
should !Je recognize this obligation in the way he leads his daily llfe 
and In the way he earns and spends his money, but it should also be 
recognized by the way in which he pays for the protection the state 
gives him. * * * Whenever we as a people undertake to remodel 
our taxation system along the lines suggested, we must make It clear 
beyond peradventure that our aim is to distribute the burden of sup
porting the Government more equitably than at present; that we 
intend to treat rich man and poor man on a basts of absolute equality; 
and that we regard it as equally fatal to true democracy to do or 
permit injustice to one as to do or permit Injustice to the other. 
* * • In Its Incidents and apart from the main purpose of raising 
revenue, an income tax stands on 'an entirety different footing from an 
Inheritance tax, because It involves no question of perpetuation of 
fortnnes swollen to an unhealthy size. The question Is, In Its essence, 
a question of the proper adjustment of burdens to benefits. As the · 
law now stands It is undoubtedly di1ficult to devise a national income 
tax which shall be constitutional, but whether It Is absolutely posslble 
Is another question, and lf possible It Is ~ost certainly desirable. . . 

The Democratic party in 1894 passed an income-tax law, 
which was held by a bare majority of one in 1895 to be uncon
stitutional. From that time down to the present the Democratic 
party has nerer faltered in its demand for an income tax. And 
no man in the United Stutes has done as much to mold senti
ment in favor of this tax as W. J. Bryan. The people are 
aroused to-day along this line us never before. Under a gradu
ated income tax enough revenue could be raised to practically 
support the Government without oppressing anyone. For more 
than one hundred years England has had an income tax in seine 
form or other. For this year the British Government will col
lect· $165,103,000 revenue by means of an income tax, and yet 
sb,e has a population of only 44,500,000, and this tax it derives 
upon a total assessment amounting to $476,404,000, divided as 
follows: An income tax on 58,049 firms;· an income tax on 
33,508 public companies; au income tax on 10,639 local au
thorities. And out of all her total assessments for income-tax 
purposes there were only 20 individuals and 92 firms whose -
incomes were over $250,000 per year. Under her graduated 
system of income tax all incomes over and above $800 per 
year are assessed, the per cent of assessment increasing as the 
incomes of corporations or individuals continue to increase. 
In wealth the United States outstrips every nation upon the 
earth. Our population in continental United States in round 
numbers is to-day 90,000,000, more than twice that of Great Brit
ain. Our total value of property to-day is upward of one hundred 
and ten billions-more than twice that of Great Britain, two and 
one-half times that of France, and about two and three-fourths 
that of Germany. With the .,Bailey-Cummins amendment ex
empting all yearly incomes below $5,000, in my judgment, we 
would raise twice the amount of revenue that England raises 
becauf}~ of our superior wealth and population. The Washing
ton Post recently published a list of a few of the larger cor
porations which would be tax~d upon their net incomes, show
ing the amount of reYenue the Government would receive by 
imposing a 2 per cent tax upon the net incomes of these corpora-
tions, which is as follows: ' · 

1907. 1008. 

CORPORATIOXS. 

Adams Express Company---------------------------------- ------------
Allis-Obntmers Company----- .. -----.------------._-----.--- $25,000 
American Agricultural Chemical CompanY----------------- 43,000 
Amalgamated Copper CompanY---------------------------· 280,000 
American Beet Sugar CompanY----------------------·----- 10,000 
American Can CompanY------------------------------------ 53,000 
American Oar and Foundry CompanY---------------------· 162,000 
American Cigar CompanY----------------·---------------- 37,000 
American Cotton Oil CompanY----------------------·----- 52,000 
American Hide and Leather CompanY----------------·----· 5,400 
American Locomotive Company _____________________ .. ----· 133,000 
American Shipbuilding CompanY-----------------------·-·· S2,000 
American Smelting and Refining OompanY-----------···-·· 230,000 
American Sugar Refining CompanY------------------------· 163,000 
American 'l'elegrnph and Telephone CompanY---·----·----· 650,000 
American Tobacco CompanY-------------------------------· 54{),000 
American Woolen CompanY-------------------------------- 68,(}:)0 
Anaconda Copper CompanY-----------------------·-------- 184,000 
Batopilns Mining CompanY---·-------------------·---·--·-· 2,000 
Brooklyn Union Gns CompanY----------------------------- 48 000 
Butte Coalition Mining CompanY--------------------·----· 1;400 
Cambria Steel Company_________________________________ _ 91,000 
Calumet and Arizona Mining Company _________________ - 70 ow 
Central Leather Company ______________________________ -:_~~ 46;000 

Chicago Telephone Company------------------------------- 35,000 
Colorado Fuel and rron CompanY-------------------------- 59,000 
Consolidated Gas CompanY---·----------------------------· 32,000 
Consolidation Coal CompanY-------------·--·-------------· 33,000 crucible Steel Company _____________ ,_____________________ 53,000 

Corn Products Refining CompanY---------------------·---- 40,000 
Diamond Match CompanY---------------------------------- 32,000 
Distillers' Security Corporation.___________________________ 70,000 
Dominion Coal Company_.·------------------------·------ 42,000 
DuPont Powder CompanY----------------·-----------·---- 78,000 
Federal Mining and Smettlng CompanY-------------------- 60,000 

$20,000 
50,000 
43,000 

133,000 
20,000 
54,000 

164,000 

30,000 
200 

99,000 
26,000 

152,000 
125,000 
710,000 
574,003 
25,000 
7·1,000 
2,000 

[rl,OOO 
28,000 
30,000 
22,000 
51,000 
40,000 
57,000 

19,000 

49,000 
32,000 
20,000 

. 53,000 
98,000 
21,000 
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CO!lPORATIONS-CODtinued. 

General Electric Company .....•••..•.•....••.•.• ----------
General Asphnlt Company---------------------------------
General Chemical CompanY--------------------------------
International Harvester Company .••..•••..••..••..•..•..•. 
International Paper CompanY----------------------------· Internnt!onal Mercantile Marine Company ________________ _ 
l-ehigh Coal and Nayigation CompanY------------------·-· 
Massachusetts Gns Company ..• ---------------------------
Mexican Telegraph CompanY---------------------------··· 
National Biscuit Company .............. : ....... :: ........ -
National Carbon CompanY------------------------------·-· 
N a tiona! !,cad Company ........ ------- ______ -------- ...... 
Nortli American CompanY----~----------------------------· Pacific Mail Steamship Company _________________________ __ 
Pressed Steel Oar CompanY--------------------------------· 
People's Gaslight and Coke CompanY----------------------
Pittsburg Coal Company .................................. . 
~rnagelphla El~etrlc Company----------------------------

tts urg Brewmg Company------------------------------
Pittsburg Plate Glass Company---------------------------· 
Pullman Company ____ ------------ ______ ----------------_ ••• 
Quaker Oats CompanY------------------------·-----------;· 
Railway Steel Spring CompanY---------------------------
Republic Iron and Steel CompanY-------------------------
Sioss-lSheffield Steel and Iron CompanY-------------------
Union Bag and Paper CompanY---------------------------· 
United States Rubber CompanY----------------------------United States Steel Corporation _________________________ __ 
Virginia-Carolina Chemical CompanY---------------------
W~stern Union 'relegraph CompanY-----------------------
Wolverine Copper CompanY--------------------------------

RAILROADS. 

Atchison, Topeka and Santa Fe __________________________ ., 
Atlantic Coast Line----------------------------------------Big Four _____________________________ ...................... . 
Boston and Maine-------------------------------------------
Brooklyn Rapid Transit. ______ ----------------- .......... . 
Baltimore and Ohio.---------------------------------------
Central Railroad of New JerseY----------------------------
Chesapeake and Ohio _________________________ ............. . 
Chicago and Alton ... ---------------------------------------
Chicago and Northwestern------------------- ............. . 
Chicago, Burlington and QuincY--------------------------
Chicago, Milwaukee and St. PauL-------------------------
Colorado and Southam _______________________ _. .......... .. 
Delaware and Hudson-------------------------------------
Delaware, Lackawanna and >Vestern---------------------
Denver and Rio Grnnde ... ---------------------------------
Detroit United Railways .. ----------------------------------
Erie ...... ________________________ ...... ---------- .......... . 
Great Northern ........... -.-- ................. -----------·-
Hacking Valley------------·-- .............................. .. 
Illinois CentraL.---------------------- ..•.••.•.•.... --------
Iowa CcntraL .... ------------------------------------------
Kansas City Railway and Light ..... ----------------------
Kansas City Southcrn.-----------------'-------------------
I-chigh Valley-----~-----··-·----- ........................... . 
Louisville and Nashville __________________________ ., ....... . 
Missouri, Kansas and rrexns------------------------------
:Missouri Pacific.---------------------·-------- ............. . Montreal Street R.ailway __________________________________ _ 
New York, New Hampshire and Hartford. ______________ __ 
New York, Ontario and Western.-------------------------
New. York OentraL ........ ---------------------------------
Nickel Plate ...... ----.---------- ...... ------ ................ . 
Norfolk and Western ...... ---------------------------------
Horthern Padflc ........................................... . 
Pittsburg, Cincinnati, Chicago and St. Louis-------------
Pennsylvania _____________ ----------------- ................. . 
Rock Island .. -------------- .............•..•..•............. 
Reading ....... ---------------------------- ................. . 
Southern RailwaY .......................................... . 
Southern Pacific ..... ---------------------- ................ . St. Louis and San Francisco _____________________________ __ 
'rex as and Pacific _________________________ -----------------_ 
Twin City Rapid 1'ransit..---------------------------------
Union Pacitlc ... --------------------- ...................... . 
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$226,000 
17,000 
21,000 

160,000 
32 000 

140:000 
47,000 
32.000 
17,500 
79,000 
19,000 
79,000 
28,000 
11,000 
50 000 

103:000 
80,000 
18,000 
4~,000 
4i,OOO 

230,000 
24,000 
46,000 

132,000 
33.000 
H,OOO 
90,000 

1,000,000 
80,000 
!)8,000 
26,000 

420,000 
62,000 
39,000 
52,000 
40,000 

349,000 
115,000 

68,000 
36,000 

315,000 
176,000 
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9,~'()() 

18.000 
49,000 
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20,000 
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33,000 
220,000 

26,(l(Y.) 
140,000 
468,000 
'15,000 

000,000 
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165,000 

46,000 
640,000 
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£~~000 
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$213,000 
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45,000 
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16,000 
79,000 
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110,000 
80,000 
19,000 
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26,000 

195,000 
19,000 
20,000 
80,000 
23,000 
18,000 
71,000 

920,000 
70,000 
32,000 
11,000 

270,000 
55,000 
14,000 

25,000 
202,000 

00,000 
65,000 
26,0{)0 

272,000 
176,000 
247,000 

43,000 
105,000 
213,000 
6.3,000, 
20,000 
44,000 

300,000 
27,000 

160,000 
4,000 

17,000 
32 000 

12o'ooo 
56:000 
16,000 
60,000 
22,000 

105,000 
30,000 

180,000 
20,000 

115.000 
400,000 
59,000 

400,000 
94,000 

108,000 
8,000 

385 000 
ro:ooo 
23,000 
37,000 

715,000 

It will be obsened that from these items alone an enor
mous amount of revenue will be raiseu under the corporation 
tax. An amount two or three times as large would be raised 
under a graduated income tax. 

It is not my intention to belittle wealth, but, on the other 
han<l, I belicye it should be the duty of all to uphold it where 
it is honestly procured. The il!ea that men like Carnegie, 
now the holder of more than $300,000,000 worth of the bonds 
of the L'nitcd States steel trust, escape federal taxation is 
indeed absurd. A few <lays ago the public was treated to a 
spectacle in New York, in what was known as the famous 
"Gould diyorce case," where Mr. George Gould testified that 
the annual share of his brother Howard in their father's es
tate was approximately $800.~00; an<l then, to realize that all 
of these· enormous fortunes are escaping their just and pro
portionate share of taxation while the people themselves are 
staggering under our present system of indirect taxation, it is 
no wonder to me they cry out for relief. If it be tlw <letermina-

tion of the so-called "business interests" in this country to 
maintain an enormous nayy at a cost of hundreds of millions of 
dollars annually, as well as an army, to protect and defend 
their various business interests, I insist that this part of 
the wealth of the country ought to stand its proportionate 
share of taxation, and I know of no way to compel them to 
do it as justly and equitably as an income tax. [Loud ap-
plause.] · 

Mr. SHARP. 1\Ir. Speaker, it is with some reluctance that I 
shall east my vote for this measure. Though I have always 
been, and am now, in favor of a graduated income tax-for it is 
good Democratic as well as sound economic doctrine--yet the 
circumstances under which this resolution comes to the House 
smacks so much of subterfuge and disingenuous motives that a -
vote for it seemingly indorses the ruse. Acceptable as such ·a 
method of taxation is conceded to be, I believe, by' a 'large ma
jority of the Members in this House, yet it is difficult to dissoci
ate from its merits the fact that had those Senators by whose 
vote this resolution comes to the House been sincerely in favor 
of such a tax we would be to-day voting for its incorporation in 
the Payne tariff bill, instead of sending it out in the form of a 
constitutional amendment upon its hazardous journey of success
fully running the gantlet of three-fourths of. the state legisla
tures of the Union. Inde,ed,. the situation confronting us is a 
most unusual one. 

Since Congress was convened in special session last March 
to consider tariff legislation the changes in the various plans 
for raising the revenue have been kaleidoscopic and at times 
most mystifying. When the bill left this House, it had appended 
to it a provision for the inheritance tax. Soon after its adn;lis
sion to the Senate the expert tariff surgeons of that august body 
removed this appendix, only to· haYe another· complication to 
deal ·with in the form of a corporation tax. The already 
troubled situation oYer in that body was not made more pleas
ing by a vigorous presentation of an income-tax provision most 
ably and persistently advocated for many days by the so:called 
"progressive" wing of the dominant party, backed by the 
almost-solid Democracy. To appease this sentiment and at the 
same time prevent a revolt threatening the very passage of the 
bill itself, the resolution which we now have before us, provid
ing for a constitutional amendl)Jent, was finally passed by the 
Senate, in return for which tip proposition to tax corporate 
earnings was to have easy sailing. 

And now comes the harrowing rumor that possibly this cor
poration tax, the panacea for pre,·enting vanishing revenues 
may be rejected by the conferees-a thing to be dm·outly wished 
for by n. very large element of both political parties. Surely, 
if future events justify this rumor, "for ways that are dark 
and tricks that are Yain" the Senate tariff jugglers have more 
than outdone the "heathen Chinee." 

I am aware that the national platform of the Democratic 
party has declared in favor of submitting an income-tax con
stitutional amendment and that one law of Congress imposing 
such a tax has been declared unconstitutional by our highest 
court in a close decision; but by no less an authority than the 
President himself, at one time looked upon as the best-qualified 
man in· the country for the position of Chief Justice of that court, 
has it been declared that, in his opinion, a law providing for 
an income tax might now be so framed as to be declared con
stitutional. More than this, in his speeches at different times, 
the President has declared in favol' of the wis<lom and justice 
of an income tax in one form or another. 'l'he same sentiment 
was expressed by ex-President Roosevelt in his message of 
December, 1DOG. 

Opponents of the measure seem to forget that such an income
tax law was in existence in the United States during the war 
and for a short time thereafter; that many millions of uollars 
were collected under it, and that its constitutionality was never 
questioned, or at least there was no judicial interference with 
its operation. The imposition of an income tax for providing 
revenues for the Government is not an experiment among na
tions, for, aside from our own experience during the rebellion, 
it has been tried for more than one hundred ~·cars in Great 
Britain, and to-day in that country it yields more revenue than 
any other one form of taxation. For the fiscal year ending 
March 31, 1!)09, the reYeiHJe from the income tax in Great 
Dritain and Ireland, with a population of about half that of 
the United States, amounted to $1G5,103,000, deriyed from net 
incomes of approximately $3.200,000,000. 

'l'he yery recent report of Special Agent Charles M. Pepper 
to the Department of Commerce and Labor gh·es some interest
ing and instructive information concerning the income-tax law 
of Great Britain. For the purpose of showing how the incomes 
arc there graded for taxation, let me quote from that report as 
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Up to date these lenders refuse to amend the tariff bill by 

ndding an income-tax provision on the theory that it would be 
unconstitutional. Some of the best lawyers in and out of Con
gress agree that such. au amendment would be constitutional, 
and so strong has grown the demand for this Jegislation that 
such an amendment would have been added in the Senate had 
not· those opposed to the measure proposed a substitute in the 
nature of a corporation tax. The President strengthened the 
forces of those wishing to defeat the income tax by sending a 
message advocating and advising a corporation tax, which is a 
step toward our general income tux. Many who were opposed 
to both chose the latter as at least the safest course to beat the 
income tux. 

At Columbus, Ohio, on August 19, 1907, 1\Ir. Taft in an ad
dress said: 

A graduated income tax would also have a tendency to reduce the 
moti,·e for the accumulations of enormous wealth, but the Supreme 
Court has held an income tax ·not to be a valid exercise of power by the 
Federal Government. The objection to It from a practical standpoint Is 
its Inquisitorial rharacter and the premium it puts on perjury. In 
times of great national need, however, an income tax would be of great 
assistance in furnishing means to carry on the Government, and it is 
not ft·ee from doubt how tbe Supreme Court, with changed membership 
would view a new income-tax law under such conditions. The court 
was nearly evenly divided in the last case, and during the civil war 
great sums were collected by an income tax without judicial interfer
ence and, as it was then supposed, within the federal power. 

When acceptii'g the nomination of the Republican party as its 
candidate for President, July 28, 1908, less than one year ago, 
he said: 

The Democratic platform demands two constitutional amendments 
one providing for an income tax and the other for the election of Sena: 
tors by the people. In my judgment an amendment to the Constitution 
for an income tax is not necessary. 

At that time, and prior to the election, Mr. Taft did not think 
that an amendment to the Constitution for an income tax was 
necessary, and that "an income tax can and should be devised 
which under the decisions of the Supreme Court will conform 
to the Constitution." 

The Democrats will give this resolution their united support 
but they think now, like Mr. 'l'aft expressed himself less than ~ 
year ago, that an income tax can be devised without waiting for 
the tedious and uncertain result of submitting this amendment 
to tho separate States, when a mere refusal to act by 12 States 
will result in its defeat. 

The tariff-tax system has gradually turned over the earnings 
of the masses to the comparatively few favored individuals who 
are specially benefited by this system of taxation. This favored 
class would be compelled to contribute their share to the sup
port of the Government hy an income tax. The tariff tax is 
levied entirely upon consumption. The laboring man must ex
pend his income for food, fuel, clothing, and tools of industry, 
and these tuxes are heavier upon the necessities. The incomes 
of the rich escape federal taxation. Governments are consti
tuted for the purpose of securing to mankind personal libertv. 
security, and tire rights of private property. The Government 
protects the property of the rich and poor alike, and the former 
should pay their share toward supporting the General Govern
ment. In 1872 Senator Sherman said in the Senate: 

A few years of further experience will convince tile whole body of 
our people that a system of national taxes which rests tile whole burden 
of taxation on consumption and not one cent on property or income is 
intriusically unjust. Willie tile expense of the National Government is 
Iarg~!y caused by the protection afforded to propErty it is but right to 
reqmrc property to contribute to the payment of those expenses. It will 
not do to say that each person consumes in proportion to his means 
'l'his is not true. E>eryone must see that the consumption of tile rich 
does not bear the same relation to the consumption of the poor as the 
income of the one compares to the wages of the other. As wealth 
accumulates this injustice in the fundamental basis of our system will 
be felt and forced upon the attention of Congress. 

The income tux is a llH'nsure of jnstice. The people will pay 
in proportion to their financial ability to pay. It will tax 
wealth in proportion to its abundance rather than poverty ac
cording to its necessities. Federal taxation is not levied upon 
the wealth of the country. It is imposed by way of taxes. 
internal-rcvcnne duties levied upon liquors and tobacco used; 
anti the import duties levie!l upon the clothing used and articles 
necessary for their comfort. 'l'he millionaires pay only on 
what they eat, drink, "·ear, and on what they use, and this is 
true of the poorer citillens like"·ise. 

The· wealthy man makes no other contribution to the support 
of the Government; nothing for the army which protects his 
":ealtll; notl~ing fot· the judiciary which settles his pro1wrty 
rights; nothmg to the support of the administrati\·e depart
ment of the Government which executes the law that insures 
rhe safety of his property. They pay upon the necessities of 
life a~ ~he poor man does, and contribute more only ns their 
necessities are larger. The Payne-Aldrich bill carefully forces 
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from the latter a smaller contribution upon the articles which 
he uses than the articles used by his poorer neighbor. · 

It is. not even suggested that wealth should pay all the taxes,· 
but it is both reasonaqle and just that it should bear a portion, 
at least, of the public burden. It has ever been the pride of the 
Democratic party that it was the poor man's party and has ever .. 
fought for his rights. Our party has ever contended that the bur
dens of the Government should be at least partially shifted from 
the backs of the poor to those who can bear it; to divide these 
burdens between wealth and consumption; to divide them between 
the man who has nothing but his labor and the man who has .. 
incomes many times greater, derived from fortunes made: by· 
others; to compel the men who are wealthy by reason of taritr 
legislation to divide the burdens of the Government with the 
people whose earnings are compelled to flow by legislation to 
increase the wealth of the favored beneficiaries. 

Our party would protect the poor and rich alike. We mali:e 
no fight upon wealth. It should be protected to the same· extent 
as the property of the poor. It will protect and guard the prop
erty of all, but it would never neglect the rights ~f the poor to 
satisfy the avarice of wealth, but would force all alike to con
tribute to the support of the Government that both may enjoy 
its blessings, and both should help carry its burdens. "Equal 
and exact justice to all." 

The position of the Democratic party is that Government has 
not the right to levy taxes of any kind except for the support of 
the Government honestly and economically administered. That 
not a cent should be taken from the people but enough to pay the 
expenses of the Government, and especially should the burdens 
of taxation be not placed upon the many for the especial benefit 
of a favored few. Under the pernicious system of taxation 
provided in our Republican tariff laws, the wealth of the coull
try has gradually accumulated in the hands of the favored few. 

This system has made millionaires from money drawn from 
all of the people. After the civil war the Republican party 
readjusted the system of ta..xation and relieved the rich by re
pealing the tux upon incomes and instead increased the taxes 
upon the poor. For every dollar that goes into the Tre.asury 
from the customs duties $20 go into the hands of the benefici
aries of the lmv. The proposed Pa:yne-Aldrich bill will not 
lessen those unjust and forced contributions, but will only in
crease the amount taken ft:om the people. 

.Cooley in his work on· taxation says: 
Takin!( everything together, nothing can be more just as a principle 

of taxation than that every man should bear his share of the burdens 
of government iu proportion to his wealth. 

We had an income tax during the ,..,-ar, and its first collection 
was in 1863, when the amount collected reached two and three
fourths millions of dollars. That law provided for a tax of 3 
per cent on all incomes over $GOO and not more than $10,000, 
and 5 per cent on incomes above that amount. The law was 
amended several times during the war, and the largest amount 
collected in any one year was in 1867, when the amount was $66,-
017,429.34. 'l'he total amount collected from the income tax 
was $346,967,388.12. The law was finally repealed, and its re- · 
peal was the result of a united effort made by those who wanted 
high tariff rates and the main dependence of the Government 
to be upon its customs duties. 

The Republican party had not then become the representative 
of organized wealth, and it had not yet become the servant of 
tariff beneficiaries. In 1894 the income tax was again ingrafted 
upon our statutes by a Democratic Congress, but it failed to 
receive the support of the Hl ~mblican party, and wns denounced 
as populistic and socialistic. 

The CoNGRESSIONAL RECORD for June 28, 1894 (vol. 26, pt. 7, 
p. G934), shows that every Republican l\Iember of the present 
Senate who was in the Senate in 1894 voted to strike from the 
tariff bill the sections providing for an income tax. These 
Senators were ALDRICH, CULLO~f, FRYE, GALLINGER, HALE, and 
PERKINS. 

In the House were a large number of l\Iembers who are still 
serving here, and while the income-tax provision was not voted 
on as a separate proposition apart from the internnl-revemJe 
feature of the bill, yet none of the Republican Members now 
here recorded 1heir votes in its favor. 

No Republican national platform ever declared for an income 
tax; no voice of approval or sympathy was ever uttered in 
their conventions. The proposition was denounced by every 
Republican spenker in the campaign of 189G. The Democratic 
party has consistently and uniformly ad ,-oca ted the enactment 
of an income tax. President Roosevelt, in a message to Con
gress December 3, 1906, said: 

I'llESIDI·:~·r !lOOSI;\"EJ;r'S MESSAGE OF DF.CE~!BE!l, 1006. 
• ~ ·• In addition to these there is every reason why, when next 

our system of taxation is revised, the National Government shoul<l 
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final passage for the reason that it 1rns a revision upwnrd in- lost much of its power in the suspicions which lurk in the public 
stead of downward and was a violation of the pledge made to mind as to the lllOlle, conditions, and ~:equirements of their 
the people. selection. 

The bill then went to the Senate; and that body bas made it l\fr. Speaker, I hope the day "I! ill soon come when the United 
so mucll \vorse than the Honse bill that the people who de- States Senate will be comvosed entirely of men who represent 
nounccd, rightfnll~· and vigorous!~·. the House bill "I!Oulclnow be more loyalty and less wealth, more patriotism and less plu
glad to see Congress adjourn and Jet the Dingley rates stand, tocracy; men who love theh· country more thnn their money. 
vicious as they are. The Dingley bill wns bad, the'Payue bill When that body is so made up, such tariff bills as the one we 
was worse, and the Aldrich bill is infinitely worse than either are now considering will never emanate from that end of the 
of them, and has justly aroused the indignation of the people, Capitol. 
who were promised and expected relief from excessive taxation Mr. Speaker, the bill as it comes to us from the Senate will 
through a reduction of the schedules below the present rates. bear heavily on practically all the people, and especially those 

1\Ir. Speaker, I heartily commend both Democrats a·nd Repub- who work for wages. Senator LA FoLLETTE bas shown that.on 
licans in the Senate who made a terrific fight for an honest re- clothing alone the people will be robbed. of $120,000,000 an- · 
vision, and I earnestly denounce both Republicans and Demo- nnally, and this is but one of a thousand items where similar · 
crat>< who joined with Senator ALDRICH in the passage of a bill extortions will be practiced.- This bill will materially increase 
which is the most wicked of any tariff bill eYer pa-ssed by an the cost of living all along the line, and those who are now 
American Congress. I am exceedingly glad of the fact that only struggling to make both ends meet will_ find their task still 
one Democratic Senator voted for the bill, and am also pleased harder. Practically all the necessities of life are hen vily taxed 
to note that Senator BEVERIDGE was one of ten Republican Sena- under this bill, and the. burdens are heaviest on the cheaper 
tors who voted against it, and assigned as a reason that it was class of goods consumed by the poorer people. 
a violation of a party pledge and au injustice to the American 

1 
The cotton manufacturers are given a prohibitive duty and 

people. I was also pleased with the active. interest taken by Sen- ha >e an absolute monopoly on their finished product. On $6.25 
a tor SHIVELY toward the redltctiou of duties all along the line. worth of cotton cloth, such as is used by the plain people, there 

The action of the Senate in dealing with the tariff emphasizes is a tax of $1.57; under the Dingley law 100 yards of unbleached 
the fact that we have too many millionaires in that body and sheeting was taxed $4, while under this bill it is taxed $6.06, 
that a few high-price funerals would be a good thing for the and the same is true all through the cotton schedule. Three 
country. As I am informed, there are now in the United States dollars' worth of ordinary cotton stockings is taxed $1.65. 
Senate 38 millionaires representing over $HO,OOO,OOO. 'Vhat 'Vhile the cotton schedule is bad, the woolen schedule is worse. 
can the people expect at their hands but legislation designed to On a woolen suit of clothes costing $15, there is a tax of $6.80; 
aid the special-privileged class. I surely hope, Mr. Speaker, 25 yards of worsted, valuell at $60, are taxed $7.10; 2G yards of 
that the day will soon come when Senators will be elected by cheap flannel, valued at $8.75, are taxed $5.25; $7.iJO worth of 
a popular vote of the people, and that the United States Senate chenp woolen hats are taxed $4.76, and so it goes all through the 
will no longer be the dumping ground for millionaires, who have woolen schedule. 'l'hese are only a few· of the 4,000 items of 
nothing in common with the plain people. The past twenty-five the bill, but they show the extent Senator ALDRICH and his fol
years has witnessed the enormous increase of individual and Jowers are \Villing to go for the benefit of the highly protected 
corporate fortunes in this country until the millionaire is no industries of the New England States. It is estimated by those 
longer a rarity. This fact has ·sen·ed to develop the insolence who are in a position to know, that the duties carried in this 
and arrogance of wealth nntil intellectual endowments are bill will yield annually to the woolen manufacturers over $100,
d\varfed in its sordill presence and moral character lies pros- 000,000 in excess of what "'OUld be a fair profit; that the 
trate in its ruthless path. cotton schedules will enable the cotton manufacturers to charge 

The power to rule men by intellectual and moral force, the $00,000,000 each year for their products more than would be a 
test of statesmanship of a ;former day, is fast passing away, reasonable profit; and that the manufacturers of hosiery and 
while \Yealtb, the uncrowned king, oftentimes lacking both and gloyes will be able to charge as long as they can hold their 
coveting neitlwr. arrogantly seeks to rule in a domain where it breafh without danger of foreign competition. 
is only fittell to sene. Its altar bas been erected in every com- :Mr. Speaker, you have sent this bill to confet'ence without 
munit3· and it~ votnries are found in every household. Patri- giying us an opportunity of voting against the Senate aniend
otism has given place to material expediency, ancl the love of ments, and what may 've expect from the conference. Eren if 
country is supplantell by the love of money. An avtness for per- that committee bad not been packed \vith "stand-pat" Mem
centages and the successful ruanipulntion of railroqds and stock bers of both the House and the Senate, the best we could expect 
boards are often regarded as the most essential of senatorial would -be a compromise between the Payne bill, which is a 
equipments. higher bill than the Dingley bill, and the Aldrich bill, which is 

Mr. Speaker, there is another eleiiJCnt more dangerous to tlte 20 per cent higher than the Payne bilL To be sm;e, however, 
liberties of the people than that of individual wealth in its in- that but few of the 847 Senate amendments mny get away, the 
fiuence on the election of Senators_ 'l'he wonderful gro\vth of Speaker has appointed on the conference committee only those 
our country has been greatly accelerated by the combinations on the Republican side wlw nt all times baye stooll for the 
of wealth in corporate forms. 'l'hese in their proper spheres are highest duties and who are in hearty sympathy with the Aldrich 
to ~Je en~o.urngell rather than C?ndernned; but when they leave 

1 
bill. . . 

then· leg;tmmte fields of opcratwu and seek to control, against Instead of selectmg the House conferees m the order of their 
the interests of the people, the legislation of the country, seniority, as was clone in the Senate, the Speaker ignored Rep
whether they be railroads, corporations, or trusts, or combines,- resentatives HILL, of Connecticut, and NEEDHA:ll, of California, 
they will meet with the indignant protests of all true friends who have stood for some reductions, and appointed Representa
of the people. tives CALDERIIEAD, of Kansn:::, and FoRDNEY, of 1\Iichignn, who 

The number of employees in their control, the concentration nrc "standpatters" of the most pronounced type. Therefore 
of great wealth in their treasuries render their adYances most it is safe to say that the bill as finally reported will be sub
enticing and their approaches most insinuating. Their interests stantially the Aldrich bill, and the name of the Hon. SERENO E. 
nre auarded by the ablest men of eaeh comnnmity, and, if public PAYNE will foreYer be forgotten so far as tariff legislation is 
rum~r be true, they can lay their hands on representatives of concerned. \Yhen the bill is finally acted upon, I shall vote 
the people in many of the legislatures aml claim them as their agaimt it, to the end that I may not be held responsible for 
own. such vicious legislation imposed upon an outraged public. 

If the people dare to seek relief from their exactions, they are J\Ir. S11eaker, I shall watch with much anxiety the action of 
met by the agents of the corporations, who attempt to thwart the President, who assured the country tllat the tariff should 
them at every step. All tltat shrewdness, audacit~-, and money be revised downward. While I am exceedingly anxious to get 
can suggest is readily at their command. 'l'hc legislature is away, :ret if the President will .-eto this outrageous measure, I 
invaded,· and the rights of the people give place to the exac- will gladly remain indefinitely and stand loyally by him until 
tions of con•orate power; while he who can sen·e tltc corl)o- !tis pledge is fully aml completely kept. If this bill becomes a 
rations by his control of a legislature, hy intrigue, artifice, or law, the sugar trust will continue to rob the .American people 
persuasion, against the demnnlls of tlte veople, is regarded in of $GG,OOO,OOO annually, and the woolen manufnctmers will con
modern days as fully equipped for senice in the United States tinue to exact from the consumers oyer $100,000,000 each year 
Senate, where in that larger field his powers can be utilized for in excess of what is a fair profit; the United States Steel Corn
the benefit of the corporations he St>l'YO::)'S. pany will continue to exploit tile people of millions annually, 

The standard for the exalted position of Unitetl States Sena- while the 400 trusts set out in J\IJody·s Jlfanual will build up 
tor is th~s ~lebased by corporate influence. 'l'he wire-puller colossal fortunes wrung from the pockets of the ":orkit;g p~oplc. 
and the mtnguer arc often preferred to the statesman aml Mr. Speaker, on behalf of the laborer, who wtth hts dmner 
the 11atriot, nnd the proud title of United States Senator has bucket in his hand finds his way to his daily work, who will be 
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compelled to pay more for the necessities of life, and who al- P_ubli~ thought has naturally turned toward the theory of 
ready has a hard time to feed and clothe his family, I protest taxmg mcomes because of the magnitude of industr}al and cor
against the pass>l ge of this bill. On behalf of 9,000,000 poor pora te ~ortun_es that have escaped their share of the burdens. 
working girls, who will be compelled to pay more for their Th~ ratw of m•e~tments in real and personal property has rna
dresses, more for their hosiery and gloves, more for e>erything terrally changed lD two decades, the personal holdings being 
they wear, I earnestly pro~st against the passage of tliis un- ~·astly_ greater than. twenty years ago. The public mind, view
just measure. In the name of the farmers, who will be com- mg With alarm the mcreasing power of these vast combinations 
!)elled to sell on a free-trade market and buy on a protected ?f wealth and their threatened menace to our full and free en
mark-et, and in the name of the retail merchants all over the JOyment of our institutions, looked about not only for a remedy 
country, who will be compelled to pay more for what they buy to prevent the pos~ible evil influence, but to check the growth 
and charge more for what they sell, which will involve them of. these accumulatwns, and at the same time reach them for .a 
in much embarra:;:sment with their patrons, I now protest fmr share of the. taxes they should justly contribute to their 
~lgainst the passage of this iniquitous measure .and confidently own support and that of the General Government. . . . 
hope the President will keep his plighted faith with the people I was in full accord with our President when he questioned 
and •eto the bill. · the necessity of a constitutional amendment, as declnred in the 

'l'he action of Congress, Mr. Speaker, ls a keen disappointment DemocraUc platform adopted at Denver. The President, in his 
to the American people, and especially to the toiling millions acceptance of the nomination for the Presidency by the Repub-
who were expecting at least partial relief frDm the burdens of lican party on July 28, 1908, said: . 
-excessh·e taxation. The D~moerntl<' platform demands two constitutional am·endments, 

Mr. CLINE. llfr. Speaker, I shall vote for the submission of : one providing for an income tax and the other for the .election of the 
the l·nconle-tax amendment to the Federal Constitution because I United State~ S~nators by the people. I-n my judgment, the amendment to the Constitution ·ror an income tax Is not necessary. 
31aYe always belieYed it to be one of the most equitable and just This was not a conclusion hastily arrived !Jt by the President; 
systPms of taxation. In doing so, howeY-er, I incorporate with he had a year before spoken on this subject. On August .19 
my Yote my understanding of the present conditions surround- Hl07, in an address de1ivered at Columbus, Ohio, he said: ' 
ing the disposal of this measure. I vel'Y much believe the lead- A graduated Income tllX would have the tendency to reduce the motive 
ers of the Republicun party in Congress are not sincere, and for the accumulation of enormous wealth, but the Supreme court nas 
do not really want to amend the Constitution so that an in- heM .an income tax not to be a valid exercise of power by tbe Federal 
come tax can be laid without doubt of its constitutionality. ·Government. Tlle objection to it ·from a practical standpoint is its 

Some Of the most influential men in Congress, now asl'ing inquisitorial _charactez· and the premi!'m It puts ou perjury. In times ' of great national ·need, however, an mcome tax would be of great as· 
that the proposed amendment be submitted, are known to be sistance in furnishing revenue to carry ou the Government, and it is 
unalterably opposed to the imposition of an income tax. In not free .from doubt _how the Supreme Court, with ch'!-n~ed membership, 

would VIew a new zncome-tax law under such conditions. The court 
my opinion the reason for the enthusim;tic support this measure was nearly evenly divided in the last case, and during the civil war 
is receiving from leading Republicans, both in the Senate and ·great sums \Wre collectPd by an income tax without judicial interfer
tile House, is to commit the country and Congress to the tlieory ~nee and, as it was supposed, under the federal power. 
that Congress can not now pass a valid income-tax law which The income-tax law of 1894 was declared unconstitutional by 
the. Supreme Court would uphold us constitutional, if required a bare majority of the court, and in the decree all four of the 
to pass upon it, and that therefore the amendment is neces- judges dissenting filed opinions. The President, knowing the 
sary. 'fhat assumption would put the entire matter in abey- Tery narrow margin under which this opinion obtained, the 
a.nce for at least three or four years. Then, too, a submission of circumstances under whic~ it was rendered, the vpinion of 
such an amendment would require three-fourths of the Stntes eminent judges that the decision was unsound, the changed per
to ratify it before it could become effective, and if the enemies sonnel of the court, believed the question ought again to b:e 
of the income tax could defeat its ratification in 12 States submitted for ·review. So strong was be of the validity of an 
the entire question wou1d be forever put at rest. .income-tax law, properly drawn, that he did not hesitate to say 

Congress has been in session now four months devising Jlleas- that the question should be again .presented. Courts in all the 
ures to produce revenue to meet the ordinary expenses of the States haYe re,,ersed their opinions vn important and momen
Bovernmeut and at the same time protect the int-erests tl.iat tons questions, and that without any reflection upon themselves·. 
have found especial favor at tl.ie hands of the Hepublican party In view of the great difficulty involved in amending the Con
and meet the deficit of nearly $100,000,000. During all this time I stitution, and justly so, too, would it not have been wise to have 
no man bas. risen in his place and denounced the income tax as passed an income-tax law and asked the Supreme Court to 
:an inequitable and unjust measure. No objection has been again pass upon the question? If the court should deny to the 
·made to it, except that it was inquisitorial in character and federal power the authority, there would still be left to us the 
Bhould be applied only in times vf great national stress. course we are now pursuing. 
No man bas dared to vppose it because it asks gr-eat masses But, Mr. Speaker, the President did not insist upon an in
of wealth, in most instances wrung from the people under an come-tax measure when he convened Congress in this -extraor
iniquitous high-tariff policy that no one subscribed to -except dinary session. When the Ways and Means Committee submit
·the parties who are especially benefited by that policy, to pay ted what was known as the "Payne bill," it included an in
their fair share of taxes. heritance tax, which it was said was included nt the special 

I believe in an income tax because it taxes what a man really instanc~ and reques.t _of the Presiden~. ~'he bill passe~ this 
bas. It taxes wealth, not want; accumulated possessions, instead body wtth that proviSIOn. After the bill was taken up m the 
of consumption. It responds to the ideal Democratic doctrine of Senate, the President of the United States sent a special mes
taxation, viz, that taxes ought to be laid proportionately upon sage to Congrt;ss, sugg~sting th_e adoption of w~at is known as 
those who are best able to bear them. All taxes are burden- the ."corporatiOn tax, assessmg all corporatwns 2 per cent 
some, and when they are a!'sessed so as to reach those who are on the net income of the corporation in excess of $5,000. The 
best able to bear them they are then correctly apportioned. Senate eliminated the inheritance tax und substituted tlle cor
The very fact that both the House and the Senate added a new poration tax. It is a matter of general knowledge that the 

·source of revenue to their respective measures is a confession leading members of the Finance Committee in the Senate are 
tlmt the general tariff bill finally framed would not produce open and ayowed enemies vf the income tax, and that the ac
sufficient reYenue. ceptnnce of the corporation-tax feature for the inheritance tax 

Tlle doctrine that Congress bad the power under the Con- as incorporated in the House bill was for the sole and only 
stitution to Jay an income tax was the theory and in part the purpose of defeating the income tax. It was also reported in 
practice of this Government for nearly one hundred years. the press and among tlle Members of both Houses, and there 
'l'bere bad been full acquiPscence in the constitutional 11ower of has been no denial of the fact, that personally there was as 
Congress to enact such legislation. 'l'he act of 18G1 taxed in- much objection on the part of leading members of the Finance 
comes "derived from any kind of property or from any pro- Committee to the corporation tax as there was to the income 
fession," and that net was amended in 18G4 and at various in- tax. Yet the upper House of Congress proposes to submit a 
tern!ls after till 1870. Its constitutionality was not que:;;tioned constitutional amendment to the people in order to give Con
and it was a fruitful source of revenue. The decree of the gress the authority to do what leading Senators declare they_ 
Supreme Court of the United States declaring the income-tax are opposed to. 
lnw of 1894 unconstitutional surprised and shocked not only the Can there be much speculation as to the purpose of submitting 
legal fraternity of the land, but the great masses of the people, the proposed amendment? Not only can the G New Englund 
who. J1nd so long belieYed nnrl acted upon the belief that the Stnt<'s tlint !lave grown" rich beyond the dream of avarice," con
law was secure in its constitutional guaranty. That general trihnte<l hy the g:rt>nt Central West. with G other States that 
opinion, with all due respect to the com·t, is still generally ad- have enjoyed a partnerf~bip in the plunder, defeat the provosed 
11erecl to. amendment, but even though the full number of 12 States, di-
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That is what the majority is playing for, and this will continue 
until the masses !nstend of classes control the Government. 

But while Presillent Taft has auvocated my proposal taxing 
the corporation dividends, the Senate manage(l to somewhere 
or other drop the inheritance-tax clause which the House bill 
contained, really the only redeeming feature of our bill. If 
these gentlemen at the other end of the Capitol really believe 
that the people will forget about the inheritance tax they are 
doomed to disappointment. I can assure them that the masses 
are only beginning to become class conscious. They are at last 
following the footsteps of the class-conscious rich, who hereto
fore have ruled the Nation and exploited the masses. That tax 
clause was omitted so that the rich people in the few New Eng
land Republican States will not be obliged to pay their fair 
proportion of their taxes, something which they are not doing 
at present, notwithstanding that they are the greatest bene
ficiaries under the present protective system. · 

I repeat, Mr. Speaker, that the income as well as the inher
itance tax is a just tax~ It is a tax upon property and wealth, 
and not upon the man 'VhJ should "·e tax, as we are now 
doing, every man, woman, and child equally, irrespective of 
the protection they require; whether their earnings are a dollar 
a day or a dollar a minute; whether they eal"n $900 a year or 
manage to squeeze from the proceeds of special legislation hun
dreds of thousands, yea, millions, of dollars a ~·ear? The cotton 
mills of the East require battle ships of the Dreadnought class 
to keep open the door of cotton consuming China. The bankers 
of Wall street are ready to force a fight in the far East to 
secure a share in the swag of Chinese railroad exploitation, 
""hile the masses are required to pay the bills of these vast 
armaments from their petty needs, ground from them by indirect 

·taxation, and yet the accumulated ''"ealth for whom ali this 
military and naval expenditure is made refuse to pay their 
share of the country's expenses. 'Yhy should the masses be 
taxed by indirection more in proportion to their income under 
the present system of exploitation, which barely lets them eke 
out their existence, and go on enriching by their labor, than 
those who have more than they can ever use or want? I say 
to you, Mr. Speaker, that we should tax the property and the 
accumulated wealth of the country, and not throw its burdens 
on those yet unborn. 

Right here, permit me to read what former President Roose
velt said on the inheritance tax. I quote from a recent article 
of his entitled "Give me neither poverty nor riches." Listen! 

This indicates that the ex-President and the present Presi
dent agree with a proposition advocated by my party and cham
pioned by myself for a great many years: 

The movement which has become so strong during the past few years 
to secure on behalf of the Nation both an adequate supervision of and 
an effective taxation of vast fortunes, so far as their business use is 
concerned, is a healthy movement. It aims to replace sullen discontent 
restless pessimism, and evil preparation for revolution by an aggressive' 
healthy determination to get to the bottom of our troubles and remedy 
them. 

The multimillionaire is not per se a healthy development in this coun
try. If his fortune rests on a basis of wrongdoing, be is a far more 
dangerous criminal than any of the ordinary t3•pes of criminals can pos
sibly be. If his fortune is the result of great services rendered, well 
and good; be deserves respect and reward for sucb service, although 
we must remember to pay our homage to the service itself, and not to 
the fortune, which is the mere re"·ard of the service; but when his for
tune is passed on to some one else, who has not rendered the service, 
then the l\"ation should impose a heavily graded progressive inheritance 
tax, a singularly wise and unobjectionable kind of tax. It would be a 
particularly good thing if the tax bore heaviest on absentees. 

And now I shall insert parts of what Hon. W. J. Bryan 
said on the floor of this very House, when speaking to the in
come-tax amendment of the 'Yilson bill, fifteen years ago: 

Extracts from a speech delivered b~· !Jon. William J. Bryan on the in
come tax in the House of Hepresentatives, January 30, 1894. J\1r. 
Br:van said: 

i\Ir. CHAin~IA;;: \\"hat is this bill which has brought forth the vebem
<>nt attack to which we have just listened"! It is a bill reported by the 
Committee on \Vuys and 11Ienns. as the complement of the tariil' blll. 
It, together with the tariff measure already considered, provides the 
necessary revenue for the support of the GoYernment. * * * 

I need not give all the reasons which led the committee to recom
mend this tax, but will suggest two of the most important. The stock
holder in a corporation limits his liability. When the statute creating 
the corporation is fully complied with the individual stockholder is se· 
cure, except to the extent iixed b)" the statute, whereas the entire prop
erty of the individual is ordinarily liable for his debts. Anothet· reason 
is that corporations enjoy certain privileges and franchises. Some are 
given the right of eminent domain, while others, such as street car com
panies, nre given the right to usc the streets of the city-a franchise 
which Increases in vnluc with each passing year. Corporations occupy 
the time and a tten lion of our federal courts and enjoy the protection 
of the Federal Go;-ernment, and as they do not ordinarily pay taxes the 
committee felt justified in p1·oposing a lil(ht tax upon them. 

Some .gentlemen have accused the committee of showing hostility to 
corpqrations .. But, l\fr. Chairman, we are not hostile to corp'?rations; 
we s1mply beltevc that these ct·cnturcs of the law, these fietltwus per
sons, have no higher or dearer ril(hts than the persons of flesh and 
blood whom God created and placed upon His footstool. • * * In 
England the rate for 1892 was a litle more than 2 8er cent, the amount 
exempt $750, with an additional deduction of $60 on incomes of less 
than $2,000. ~'he tax has been in force there in various forms for more 
.than tlfty years •. 

In Prussia the Income tax bas been In operation for about twentv 
years ; Incomes under 900 marks are exempt, and the tax mn;:cs from 
~~~~d:,~~n 1 per cent to about 4 per cent, according to the size of the 

Austria has tried the income tax for thirty years, the exemption bcin~ 
about $113, and the rate ranging from 8 per cent up to 20 per cent. o 

A Jar::~ snm is collected from an income tax in Italy ; only incomes 
under $' t.20 arc exempt, and the rate runs up as high as 13 per cent 
on some Incomes. 

In the Netherlands the income tnx has been in opet·ation since 1823 
At present incomes under $260 are exempt, and the rate ranges from 2 
per cent to 3~ per cent, the latter rate being paid upon incomes in 
excess of $3,280. 

In Zurich, Switzerland, the income tax has been in operation for 
more than half a century. Incomes under $100 are exempt, and the 
rate ran;:es from about 1 per cent to almost 8 per cent, according to the 
size of the income. . 

It will be thus seen that the income tax is no new device, and It 
will also be noticed that the committee has proposed a tax lighter In 
rate and more liberal in exemption than that imposed In nny of the 
countries named. 

If I were consulting my own preference, I would rather have a 
graduated tax, and I believe that such a tax could be defended not 
only upon principle, but upon grounds of public policy as well ; but I 
gladly accept this bill as offering a more equitable plan for making up 
the deficit in our revenues than any other which bas been proposed. 

* • l) * * $; 

But gentlemen·· have denounced the income tax as class legislation, 
because it will affect more people in one section of the country than in 
another. Because the wealth of the country is to a large extent cen
tered in certain cities and States does not make a bill sectional which 
imposes a tax in proportion to wealth. If New York and i\Iassachu
setts pay more tax under this law than other States, it will be because 
they have more taxable incomes within their borders. And why should 
not those sections pay most which enjoy most? 

* * :;. * * 
It is hardly necessary to read authorities to the House. There is no 

more just tax upon the statute books than the income tax, nor can any 
tax be proposed which is more equitable ; and the principle is sustained 
by the most distinguished writers on political economy. Adam Smith 
says: 

"The subjects of every state ought to contribute to the support of 
the government as nearly as possible in proportion to their respective 
abilities; that is, in proportion to the revenue which they respectively 
enjoy under the protection of the state. In the observation or neglect 
of this maxim consists what is called the equality or inequality of 
taxation.'' 

'.rhe income tax is the only one which really fulfills this requirement. 
But it is said that we single out some person 'vith a large income and 
make him pay more than his· share. And let me call attention here to 
a fatal mistake macle by the distinguished gentleman from New York, 
Mr. Cockran. You who listened to his speech would have thought 
that the income tax was the only federal tax proposed; you would have 
supposed that it was the object of this bill to collect the entire revenue 
from an income tax. The gentleman forgets that the pending tariff 
bill will collect upon imports more than $120,000,000-ncarly ten times 
as much as we propose to collect from the individual income tax. 
Everybody knows that a tax upon consumption is an unequal tax, and 
that the poor man, by means of it, pays far out of proportio,n to the in
come which he enjoys. 

I read the other day in the l\"ew York 'Vorld-and I gladly join in 
ascribing praise to that great daily for its courageous fight upon this 
subject in behalf of the common people-a description of the home of 
the richest woman in the United States. She owns property estimated 
at $60,000,000 and enjoys an income which can scarcely be less than 
$3,000,000, yet she lives at a cheap boarding house and only spends a 
few hundred dollars a year. ~'hat woman, under your indirect system of 
taxation, does not pay as much toward the support of the Federal Gov
ernment as a laboring man whose income of $500 is spent upon his family. 

Why, sir, the gentleman from New York, llr. Cockran, said that the 
poor are opposed to this tax because they do not want to be deprived 
of participation in it, and that taxation instead of being a sign of servi
tude is a badge of freedom. If taxation is a badge of freedom, let me 
assure my friend that the poor people of this country are covered nil 
over with the insignia of frPemen. 

Notwithstanding the exemption proposed by this bill, the people 
whose incomes are less than $4,000 will still contribute far more than 
their just share to the support of the Govrenment. The gentleman 
says that he opposes this tax in the interest of the poor. Oh, sit·s, is it 
not enough to betray the cause of the poor-must it be done with a kiss'! 

Would it not be fairer for the gentleman to fiing his burnished lance 
full in the face of the toiler, and not plead for the great fortunes of 
this country under cover of the poor man's name? The gentleman 
nlso tells us that the rich will welcome this tax as a menus of securing 
greater power. Let me call your attention to the resolution passed by 
the New York Chamber of Commerce. I wonder how many poor men 
have membership in that body. Here are the resolutions passed at a 
special meeting called for the purpose. The newspaper account says: 

" Resolutions were adopted declaring ' the proposal to impose an 
income tax is unwise, unpolitic, and unjust for the following reasons: 

"li'irst. Experience during our late war demonstrated that an income 
tax was inquisitorial and odious to our people, and onlv tolerated as 
a· wnr measure, and was abrogated by uni,·ersal consent us soon as the 
condition of the country permitted. 

"Second. Experience has also shown that it is ~xpensive to put in 
operation; that it can not be fairly coll<'ded, und is nn unjust distribu
tion of the burcl~ns of taxation ancl ]1rOHJ01l's eYa~ionR of the law. 

"~'bird. '.rhc proposal to exempt income" unller :)4,000 is purely 
class legislation, \Yhieh is socialistic mod Yicious in its tendency, and 
contrary to the traditions and principles of republican govel"llment." 

Still another resolution was adopted declaring ··that in addition to 
an intcrnal-rcycnuc tax the nL•eeH:-::an· 0xpenses of the Government 
should be collected through the custo!n·housc, and il~'it the Senators 
and Representatives in Congress from the State of 1\ew York be re· 
quested to strenuous!~- oppose all attempts to reimpose an income tax 
upon the people of this country." 

They say that the income tax \Vas "only tolerated as a war measure. 
and was abrogated by univeriml consent ns soon as the condition of 
the countt·y permitted." Abrogated b~· uui\·~rsal consent! Wl1at re· 
freshing ignorance from such nn intellil(ent ~ourcc. If their knowl· 
edge of other facts recited in those resolutions is as accurate as i hat 
statement, how much weight their resolui ions ou;:ht to have. 'YhJ", 
sir, there never has been a day since the "·ar "·hen a major! ty of the 
people of the United States oppos<'d an income tax. It 'was only re· 
pealed by ono vote In the Senate, ancl when unc~r consideration "·as 
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It is desirable not only in the Yiew of the President, but I The SECRETARY. On page 5, after line 23, insert: 
think all of us will agree to that, that the machinery of this new Expenses of collecting the corporation tax: The Secretary o! the 
propo~.ition slwulcl be put in force with as little friction us pos· •.rreasury is hereby nuthorizcd to use during the fiscal year 1ll10, from 
sible. 'J.'he President \\"ill be oblic:ed to send abroad the most the appropriation of $200,000 for the "Withdrawal of denatured alco-

~ hoi," made by the legislati"l"e act for the fiscal year 1910, and from the 
careful and trained executiYe and diplomatic talent that 11e can appropriation of Ji1fi0,000 for ·'Punishment of Yiolations of internaJ. 
inYoke, not sim11ly men in the department, but the best of men re"\"enue laws," made by the sundry cl"l"il act for HllO, the sum of 
outside. ~100,000 to pro"l"ide for the expenses of the Internal-Hevenue Bureau, 

to be incurred in collecting the corporation tax authorized by the act 
In passing I wish to say that the President does not propose "to provide re"l"enue, equalize duties, and encourage the industries of 

under this pro>ision to create a board that shall be permanent the United States, and for other pur·poses," appro>ed August -, 1909. 
and stationary; but he is to use it under the pro>isions as The VICE-PRESIDE::S:T. The question is on agreeing to the 
finally incorporated in the tariff act in making a way, and ma~- amendment. 
ing an easy way, for the installation, I may say, and operation Mr. SHIVELY. What is the amount? 
of the maximum and minimum law. Mr. HALE. It is not an appropriation of money. It only 

JIIr. LA FOLLETTE. It was upon that point that I wanted authorizes funds from appropriations already made to carry 
to be informed. out the corporation tax:. 

Mr. HALE. I am glad that the Senator asked the question. Mr. SHIVELY. It authorizes the divergence of a part o:i' an 
liir. LA FOLLETTE. Is the expenditure to be limited, as the existing fund? 

Senator from l\Iaine understands, entirely. to the administration l\Ir. HALE. Yes; of an existing fund; no additions. 
of these maximum and minimum features of the tariff act? Mr. BURKETT. I should like to ask as to the nature of that 

~Ir. HALE. It is so in terms provided by the amendment. If fund. I did not understand it. · 
the Senator has looked at the clause in the tariff bill, he will Mr. KEAN. It is the denatured-alcohol fund. 
see that in that it is limited to that particular part. Mr. BURKETT. What is that fund? 

Mr. LA. FOLLETTE. The amount which the amendment pro· Mr. HALE. It is a fund that was given when the denatured· 
poses is $100,000 for all purposes, I understand. alcohol bill was passed to the internal revenue to carry out the 

Mr. HALE. Yes; for all purposes. It is the best we could pro;-isions of the act. 
do. It will not do to leave the President without being properly Mr. BURKETT. Very welL 
armed. I went o>er the whole ground as to the amount, and Mr. SCOTT. I am Yery glad the Senator from :Maine has 
I am satisfied that the next year he will need it all. As we get found a place to use that money. I think if there ever was a 
the minimum established and working right, it will be a great fund that w-as \Yasted, that fund was simply wasted and thrown 
service and will help, and the amount of the appropriation is away. 
small compared with the benefits we hope to be deriYed from it. Mr. HALE. They did not waste all of it. 

Mr. LODGE. JI.Ir. President, I should like to ask the Senator The YICE-PHESIDENT. 'l'he question is on agreeing to the 
from Maine one question. Is it not true that under the opera- amendment proposed by the Senator from Maine. · 
tions of the tariff act the minimum and maximum feature which 'l'he amendment was agreed to. 
carrieB the general tariff must be dealt with before the 31st of Mr. HALE. I offer the following amendment. 
March next? The SJ·:cREl'ARY. On page 13, after line 9, it is proposed to 

Mr. HALE. The 11rovision of the bill is that the operation of insert: 
the maximum and minimum is deferred until that time, and I For repairs and improvements to the Senate klt.:hens nnd restan· 
will not say all negotiations, but negotiations in the main, ha>e rants, and for special personal services connected therewith, under the 

supervision of the Committee on Rules, United States Senate, to be ex-
got to be between now and that date. pended by the Superintendent of the Capitol Building and Grounds, 

;\Ir. LODGE. The President ought to haye the information 1iscal year 1910, ~9,540. 
he requires as to other. tariffs at once. The amendment was agreed to . 

.:\Ir. HALE. The sooner the better. Mr. HALE. I offer the following amendment, simply to 
l\Ir. L:'c FOLLETTE. It is not intended, then, if I may in· restore a go>ernment bridge. 

quire further, that any part of this money shall be expended The SECRETARY. On page 16, after line 2, it is proposed to 
by the President in securing information relative to the differ· insert: 
ence in the cost of production between this and competing The secretary of the Interio~ is authorized to cause the construe· 
countries, with a Yiew of tranomitting that information to Con· tion of a bridge across the Duchesne m-.er at or near Myton, Utah, 
c:ress for its consideration. Is that true? and the sum of $25,000, or so much thereof as. may be necessary, 1s 
~ hereby appropriated to pay the cost of constructiOn. 

l\Ir. HALE. That part of the appropriation was stricken out The amendment was agreed to. 
in conference. 1\Ir. HALE. I offer the following amendment. 

Mr. S:\IITH of Michigan. ~Ir. President, I should like to ask The SECRETARY. On page 20, after line 12, it is proposed to 
the Senator from Maine a question. I notice that on pages 2 insert: 
aml 3 there is an appropriation of $100,000 that is placed in cExscs oFFICE. 
the hands of the Secretary of State, to be used in ill;-estiga- 'l'lle Director of the census may fix the compensation of not to 
tions in our foreign commerce and otherwise as he may see fit, exceed 20 of the special agents provid<'d for in secti?n 18 of an act 
and that the amendment proposed now is along the same line, to pro"l"ide for the 'l'hirteenth and subsequent decenmal censuses, ap· 

proYed .Tuly 2, 1909, at an amount not to exceed $10 per day: Pro· 
intended to give the President Yery large discretion in making .:idcrl. That such special agents shall be persons of known and tned 
such inquiries which he may deem necessary under the opera· experience•in statistical work. 
tions of tlw nmY tariff lmY. :Mr. SHIVELY. I should like to haTe that amendment e::s:-

:\Ir. HALE. The amendment that I offer is limited to infor- plained. I am inclined to raise the point of order that it is 
mation and negotiations upon maximum and minimum rates. new legislation. 
'J'he State Department appropriation is not in any way limited l\Ir. KEAN. The same proYision has been made with refer· 
in that ~~·ay aml deals with the whole general subject of our ence to nearly eyery census. 
foreign relations. l\Ir. LA FOLLE'l'TE rose. 

~Ir. S;\IITH of :mchigan. I simply want to ask the Senator :M:r. HALE. The chairman of the Committee on the Census 
from ::--Iaine \Yhcther such senice as is contemplated bY these will explain it. 
tiYO amendments would necessarily come under the ciYil~scnice Mr. LA FOLLETTE. l\Ir. President, the Director ~f the 
law? Census has asked to h::tYe this amendment incorporated m the 

:\Ir. HALE. "Cndoubteclly not. bill. The yalue. of the census del)encls Yery largely 1:pon the 
:IIr. S:\Il'l'I-I of :Hiellignn. I am Yery th:mkful for that. thoroughness with which the plans are made. and an mterpre· 

KC:ither the Secretary of State nor the President i3llould be cir· tation of the data to be collected by the orgamzell force. . 
cmm;c-ribcd in the clloice of assistants for this "\'iOrk. The \YOrk The census \Yith respect to manufactures alone especwlly 
will inYOl\"e expert knowledge. and men of professional ancl bnsi- requires a large amount of expert statistiC'~:! direc~ion. 'l'll_er_e 
ness experience shonlcl be chosen. In my opinion this could not are a chief of diyision and t11·o or three ass1stants m that dJn· 
IJc accomplished through the Civil Senice Conimission. Fe1Y sion; but it is impossible for them, 11·ith the administratiYe w_orl' 
appointees would take such places for the remuneration alone, which t:l!ey haye in hand, to make the plans for the deta1led 
while the honor of snch :1 designation at the hands of the Presi· statistical and economic work that ~~-m be carried on in order 
dent or Secretary of State might be very tempting. that the census with respect to manufactures shall l.laye any 

The VICE-PRESIDEN~'. Tlle question is on agreeing to the real yalne at all. . 
::u11endment offered by tlle Senator from Maine on behalf of the In the present condition of things it is almost im]lOSSJble to 
committee. I secure the kind of talent necessary at the amount fixed by law, 

The amendment \Yas agreed to. $6 per day, which was the same amount fixed ten years ago .. It 
l\Ir. HALE. I offer the following· amendment. is the purpose of the director to draw· largely, for brief sernce, 
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course which in my judgment will not in the end delay its 
adoption, and when once so adopted it will be permanent and be
yond the danger of defeat in the courts. 

'l'he income tax has been discussed in this Chamber from the 
standpoint of its constitutionality and of its economic ad
visability. Both phases of the problem h:we been ably handled. 
It is not my purpose to discnss the constitutionality of an 
income tax, except to say that, while the last decision of the 
Supreme Court may have been right or wrong, it remains the 
law of the land until it lws been reversed. 

The last decision was a departure from the accepted practice 
and understanding of the ·Constitution which had stood for 
many years. It is also true that a very large number of the 
American people have never accepted that decision as final. 
Those who believe 'in an income tax have been further encour
aged by the hope expressed by the President that an income
tax law could be framed which would stapd the judgment of 
the courts. The offering of :a constitutional amendment to be 
presented to the several state leg:!s-latures will, if adopted by 
a sufficient number to write it into our fundamental law, avoid 
all possible embarrassment to the court by a new submission 
of the legality of an income tax, and realizing that it is not 
such an easy matter, as some Senators seem to think it is, to 
amend our Constitution, I, however, gladly supported the reso
lution and look hopefully for the adoption of the amendment. 

I am willing at this time to accept the assurance of the 
chairman of the Finance Committee that this bill will raise 
snfficient revenue to support the Government, although I may 
be permitted to have my own opinion on that subject. Neither 
do I share that confidence lie seems to feel that we can succeed 
in materially reducing our national expenditures. We are 
naturally an extravagant nation. Considerations of national 
defense require that ,ve shall maintain our army at its present 
standard and that we shall continue to increase our naval force. 

There is a steadily growing demand which can never long 
be resisted for increased expenditures in all departments. The 
demand for the improvement of our natural waterways is sup
ported by a steadily increasing pressure, and other public im
provements call for a constantly growing expenditure. 

Another reason why I have not favored an income tax at 
present is because I desired to let time determine what revenue 
would be produced by. the pending bill. If it yields sufficient 
reve11ue to meet the expenses of government, I, for one, would 
not feel justified in voting to place a tax upon incomes. 

We are engaged in framing a tariff measure which will, if it 
meets expectations, provide necessary revenue, and will also en
courage the industries of the United States. Until it becomes 
plain that this measure will not provide sufficient revenue to 
maintain the Government, in connection with revenues derived 
from other sources now at our command, I can not bring myself 
to vote for an income tax. 

On the other hand, Mr. President, if a tax of some kind is 
found necessary, then I fayor an income tax in preference to a 
tax upon inheritances, for the reason that OYer 30 States have 
adopted some form of an inheritance tax for the purpose of 
raising revenues, and while this source of revenue is open to the 
Federal Government, except for great needs, I belieYe it would 
be unfair to enter a field which is already so largely occupied 
by the state governments. It would tend to derange the finances 
of many American Commonwealths, and is now unnecessary. 
Only three or four States lay a tax upon incomes, and that field 
is therefore practically unoccupied. 

A fair and just income tax would transfer from the shoulders 
of those least able to bear it to the shoulders of the well-to-do 
and the rich, who can better bear it, the burden of raising an
nually many million dollars. An income tax has long been a 
well-established mode of raising revenue in most of the leading 
nations of the world, and is universally accepted as one of the 
most just and equitable methods of taxation. "\Vriters on eco
nomic subjects and all authorities on taxation agree that a man 
should be taxed according to his ability to pay. Adam Smith says: 

The subjects of every State ought to contribute toward the support 
of the government as nearly as possible In proportion to their respective 
abilities; that Is, In proportion to the revenue which they respectively 
enjo:v untler the protection of the State. In the observation or negleet 

' of this maxim consists what Is called the "equality or inequality or 
taxation.'' 

M. Thiers, the great French statesman, says, a tu...>: paid by 
a citizen to his government is like a premium paid by the in
sured to the insurance company, and should be in proportion to 
the amount of property insured in one case and in the other 
to the amount of property protecieu and defended by the 
.government 

Thorold Rogers, the English economist, says: 
'l'axatlon in proportion to benefits received is sufficiently near tile 

truth for the practical· operations of government. 

Sismondi declares: 
Every tax should fall on revenue, not on capital, and t:s.xatlon should 

never touch what is necessary for the existence of the contributor. 
John Stuart Mill said: 

sa~{gg~!ty of taxation as a maxim of politics means equality ot 

C. F. Bastable, of Dublin, in his Public Finance, says : 
It Is apparent that the rule of equality of sacrifice Is but another 

mode of stating the rule of equality as to ability. l':qual ability Im
plies equal capacity for bearing sacrince. An equal charge will Impose 
equal sacrifice upon persons of equal " faculty," and where abilities nre 
unequal a corresponding inequality In the amount of taxation wlll 
realize the aim of equul!ty of sacrifice. 

Robert Ellis Thompson in his work on "Political economy,'' 
says: . . 

'l'he most modern and theoretically the fairest form of taxation Is 
the Income tax. It seems to make every one contribute to· the wants of 
the State In proportion to the revenue he enjoys under Its protection. 
While falling equally on all, it occasions no change in the distribution 
of capital or In the material direction of industry and has no Influence 
on prices. No other Is so cheaply assessed or collected. No other 
brings home to the people so forcibly the tact that It Is to their in-
terest to Insist upon a wise economy of. the national revenue. . 

John Sherman, in 1871, after the country had had several 
years' experience with an income tax and had seen its advan
tages and disadvantages, its defects and its merits, said: 

'l'hey have declared it to be lnvlc;Uous. Well, sir, all taxes are in
vidious. They say It is inquisitorial. Well, sir, there. never was a 
tax in the world that wa.s not inquisitorial ; the least inquisitorial ·of 
all is the income tax.· • • • There never was so just a tax levied 
as the income tax. There Is no objection that can be urged against 
the income tax that I can not point to In every tax. • • • Writers 
on political economy, as well as our own sentiments of what is just 
and right, teach us that a man ought to pay t:s.xes according to his in
come. * * * The Income tax is the cheapest tax levied except one. 

On another occasion Mr. Sherman said: 
. But years of further experience will convince the whole body of our 
people that a system of national taxes which rests the whole burden 
of taxation upon consumption and not one cent upon property. m: 
income Is intrinsically unjust. 

While the expenses of national government are largely caused 
by the protection of property, it is but right to require property 
to contribute to their payment. It will not db to say that each 
person consumes in proportion to his means. That is not true. 
Everyone can see that the consumption of the rich does not bear 
the same relation to the consumption of the poor that the in
come of the one does to the wages of the other. 

An income tax is a tax upon a man's ability to pay, and not 
upon consumption. It is fair, because it is based upon property 
and income. There is no tax which will be felt so little by 
those called upon to pay it, or cause as little distress. 

A man whose facilities for making money are based upon the 
law and order guaranteed by a government can not question 
the right of that government to inquire into his income. 

In his speech of acceptance Judge Taft said: 
. In my judgment an amendment to the Constitution for an Income 
tax is not necessary. I believe that an income tax, when the protect
ive system of customs and the internal-revenue tax shall not furnish 
Income enough fo.r governmental needs, can and should be devis!!d 
which, under the decisions of the Supreme Court, will conform to the 
Constitution. 

On that declaration I am willing to take my stand. 
Property and wealth should bear a fair share of taxation. 

There is a growing conviction that these elements do not pay 
their fair share of the burdens of government. · · 

It should be an accepted axiom of legislation that the 
heaviest burdens of taxation should be imposed upon those best 
able to carry them. It is for this reason we lay a heavy tax 
upon liquors :md upon tobacco. They are not necessities, and 
those who use them can well afford to make a small return to 
the Government for the privilege of their use. 

Experience and inquiry prove that the man with a moderate
priced home pays more in proportion than the man who owns a 
palatial mansion, and that he pays more nearly in proportion 
to their actual value on his household furnishings. 

It has long been considered an axiom of political economy 
that an income tax is the fairest way of correcting the inher
ent inequalities of taxation and of equalizing its burdens be
tween the rich and those in moderate circumstances. 

The income tax is an expression of the idea that something 
is neecleu to round out the present system of taxation by secur
ing greater justice in the levying of the burden as between the 
rich and the great middle class. The history of our American 
tax systems shows early attempts to levy taxes according to 
the ability to pay. 'l'hat principle was read into the statute 
Jaw of the Massachusetts Bay colony as early as 1846, when it 
was provided that-

All persons as by the advnnta~c of their arts and trades are more 
cnnl>led io help bear the public charp;e • • • are to be rated for 
retmns and gains proportionable unto other men for the produce of 
th~ir estates. 

In other words, individimls were to be ra.tea according to 
"goods, faculties, and personal abilities." The present income 
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tax of ;uassachusetts is the direct outgrowth of that original 
effort to tax product an<l income. In 170G the tax was imposed 
on incomes "by any trade or faculty." In 1738 there was added 
the words "business or income," and the act of 1777, which is 
practically the law to-day, included "incomes from any pro
fession, faculty, handicraft, trade, or employment." England 
levied an income tax in 1700 which did not continue long, but 
was restored in 1842 when EnglUnd abolished her protective 
tariff and found it necessary to seek some other source of reve
nue. The English income tax yielded u revenue of about seventy 
millions; Ituly's income tax, enacted in 1864, yielded ubout fifty 
millions; in France the income tax of 1871, taxing only incomes 
from corporations and· associations, yielded about seventy-five 
million francs. l\'Iany of the German States have adopted this 
system. It is in vogue in Holland. It is in use in Switzel"land, 
where it is firmly intrenched. North Carolina adopted an in
come tax in 1849, because, as the preamble of the act says: 

There are many wealthy citizens of this State who derive very 
considerable revenues from * • * Interest, dividends, and profits who 
do not contribute a due proportion to the public exigencies. 

For the same reason Alabama in 1843 and Virginia in 1849 
adopted an income tax. Alabama abolished her income tax in 
1884. · '.rhe law still exists in Massachusetts; Virginia, and 
North Carolina, and if_ the law in those States is not adminis
tered with as high a degree of success as is desirable, it can :it 
least be said that it is enforced as successfully as is the general 
tax on personal property. In every nation where this form of 
taxation is levied it is believed to be a long step toward the 
equalization of the burdens of taxation. Taxation should be 
according to the ability or faculty to pay rather than upon ex
penditures or on property alone. In foreign countries the 
heaviest burden of taxation rests upon the poor. 

In the United States the great burden rests upon the middle 
class, the small farm owners and· small home owners. These 
can not escape the burden of taxation; neither can the visible 
personal property of the farmer and the merchant escape. It 
was because the ·income tax of 1863-1873 reached so many of 
the met:cantile and capitalistic classes, who both previously 
and since escaped fair taxation, that it was abolished. The 
same objections raised against an income tax in this country 
have been raised time and time again against a similar law in 
Great Britain, an<l the tax there has proved a success and is be
lieved to be administered with fair success,. forming a perma
nent part of English revenue. The democratic trend towl!rd 
equalization in taxes can not be longer halted. The demand 
in this country, like the demand abroad, for un income tax 
will continue until some such law is enacted. There is no 
feature of the Government which causes so much unrest and dis
satisfaction as the system of taxation.. It is a problem which 
vexes every State and every municipality. These bodies must 
settle such questions for themselves, but so far as the National 
Government is concerned, an adequate and well-rounded scheme· 
is pmctically impqssible without the addition of an income tax. 

The income tax here was the outgrowth of the faculty tax 
imposed at one time or another for longer or shorter periods 
by most of the ·American colonies in practically all systems of 
taxation. Taxes ·were first le>ied upon land. Taxes were next 
levie<l upon visible and tangible personalty. It was found in 
time that these two sources of revenue did not furnish an ade
quate measure of taxable capacity; hence followed attempts to 
perfect the system by levying a faculty tax upon persons that 
derived revenue from land or personalty. This faculty tax 
was not an income tax. It was originally levied upon product, 
and was arbitrarily levied upon assumed earnings, with little 
relation to aetna! income, and was therefore unequal and soon 
fell into disuse. The first income tax, in the modern sense, was 
levied in England in 1700, and did not spread to other countries 
until some time later. 

The Supreme Court of the United States sustained the consti
tutionality of the war tax in 1898 imposing a graduated tax 
upon inheritances. 1\fr. Justice 'Yhite in his opinion Eaid: 

The review which we have made exhibits the fact that taxes are 
imposed with reference to the ability of the person on whom the burden 
is placed to bear the same have been levied since the foundation of 
government. The grave consequences which: it is asserted will arise in 
the future if the right to lay n progressive tax be recognized involves 
In Its ultimate aspect tile assertion that free and representative govern
ment Is a failure. 

The proposition to lay a graduated tax U[)On "surplus wealth" 
is neither radical nor revolutionary. Great Britain has laid a 
graduated tax U[)Oil inheritances the past fifteen years,_ and that 
tax is as firmly fixed us any revenue-producing feature of tlie 
English tax system. 

John Stuart Mill says: 
The equality of taxation means the apportioning of each person 

toward the expenses of government, so that he shall feci neither more 
nor less Inconvenienced from ills share of the payment than every other 
person experiences from his. 

It is impossible to fully attain this standard. Complete ideal 
standards can not be reached in any human system of taxation 
but the best system of taxation must at least make an attempt 
to approach equality of sacrifice in the imposition of taxes. It 
is the part of political wisdom to hasten the day when there 
will be greater uniformity of taxation between those who ha1e 
more than they absolutely need and those who do not ba1e as 
much as they need. · · 

Uniformity of taxation as required by the Constitution does 
not mean absolute equality, for that is impossible. It simply 
means that all persons of the same class shall be treated alike. 
It is perfectly proper for a. State to exempt from taxation cer
tain cla_sses of property or property. up to a certain value. Such 

. distinct!?ns have been generally upheld. Some of the States l:iy 
P_rogresstve taxes on corporations according to their capitaliza
tlon, and th_e~e la~s have been upheld .. The uniform tendency 
o~ court d~cts1ons ts to permit reasonable exemptions from taxa
twn, and there can be no question at all in my mind. that a rea
sonable line of demarcation. can ·be drawn between incomes 
which may properly be taxed and those which may properly be 
left untaxed. · . · · 
· All taxes have at times been condemned . ~s ~~nfisca tory o~ 
the one hand and as socialistic on the other. · The most demo
cratic foreign countries, like Switzerland Australia· and Great 

_Britain, have adopted the. income tax ~s a perm~nent form 
of raising revenue. Fro_m a careful investigation of the subject 
I feel warranted in saying that the income tax levied from 
1863 to 1873 was collected more generally and with less evasion 
than the general property tax·commonly in vogue in the .various 
States of the Union. To my mind it is the only.way to reach 
a large class of citizens who pay comparatively little tax, at 
least when compared with their ability to pay. It is clear that 
the burden of national taxes lies most heavily upon the less 
well to do, because it lies upon consumption,- which in the case 
of the o\·erwhelming majority of citizens absorbs practically 
all of their income, and is therefore proportionately much 
larger than in the case of those enjoying large incomes. Under 
the present system _of taxation, the inYestor in securities, the 
well-to-do professional class and the man of large business 
affairs do not pay their proportionate share of taxes. No sys
tem of taxation is administered perfectly, but an income tax 
will be a move in the right direction and will be an attempt 
at least to equalize the burdens of taxation, which now ad
mittedly rest most heavily upon those least- able to bear. them. 

The power of taxation is absolutely necessary for national ex
istence. Every limitation on that power is a limitation upon the 
right of the Government to exist. The federation of the thirteen 
colonies was doomed to die because of its inability to collect 
taxes. It is unreasonable to suppose that the_ framers of the 
Constitution meant to impose a limitation upon the power of 
taxation such as has been written into that instrument by the 
Supreme Court. The Constitution gi\·es Congress unlimited 
power to levy taxes. A way to tax incomes can and must in 
time be found. A tax on incomes in proportion to the popula
tion of the States would be grossly inequitable and is impossible. 

No one can fairly den:r that the ideal system will levy taxes 
not on _what a man consumes, but on what he acquires or 
receives over an"d above reasonable annual expen<litures. It 
will not be absolutely impossible to draw a fairly just line of 
division between incomes which should not be taxed and those 
which can properly be subjected to such a burden. 

We should not tax a man on what he needs for maintenance 
of his family in decency and comfort, according to his station 
in life, with a fair allowance for the liberal education of his 
children. When his income exceeds that figure it is not socialistic 
to ask him to contribute direct to the support of the government 
under which he is able to enjoy such comfortable conditions. 

The largest expenditures of government are for the protec
tion of life and property. It has been estimated that 0 per cent 
of the families of the United States own 71 per cent of the 
wealth of the country. An income tax is the only tax whicll 
will equalize the burden of taxation between this 9 per cent 
and the remaining 91 per cent. It docs not tax consumption 
but the balance of income left over and above what is required 
for "nccel"~ary consumption and which can be used for luxuries. 

Little sympathy can be awakened for tllat class of American 
citizens of whom we heard considerable in the panic of Hl07, 
known as "the poor rich," those whose incomes in the period 
of depression through which we have lately passed have shrunk 
from, sa~·. $2:JO,OOO to $2:J,OOO a year. One can easily imagine 
the distress whieh might follo\v such a contraction of income, 
with the necessity for economizing in the number of establish
ments maintained, in steam yachts, season boxes at the grand 
opera, an<l high-pricecl automobiles, but such a condition \Yill 
never excite much sympathy in the breasts of those wllo have 
never been able to afford such luxuries. 
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The OH'AittMAN. The gentleman from '.rennessee [Mr. 

HULL) offers an amendment, which the Clerk will report. 
'!'he Clerk read as follows: 

· Amend page 135, lines 1 and 2, by strlldng out the words " shall 
not be Included as Income " and Inserting In lieu thereof the words " or 
payments paid by or cr<'ditcd to the lnsur.,d, on life Insurance, endow· 
ment or annuity contracts, upon the return thereof to the Insured 
at the maturity of tho term mentioned In the contract, shall not be 
Included as Income." 

'l'he CHAIR.i.\IAN. :!.'he question is on agreeing to the amend~ 
ment. 

The question was taken, and the amendment was agreed to. 
The CHAIRMAN. The Clerk will read. 
The Clerk read as follows : 
•.rhat In computing net Income there shall be allowed as deductions 

the necessary expenses actually Incurred In carryln:.: on any IJuslnPSS, 
not Including personnl, living, or family expPnscs; all Interest accrued 
and payable within the year by a ·taxable, person on lndeiJted~ess; all 
National, State, county, school, and municipal taxes accrued w1tl.nn the 
year, not including those nss.,ssed ngainst local benefits or tnxeB leded 
herennfler; losses actually sustained during the year, Incurred In trade 
m· !ll'lslng from fires storms, or shipwreck, nnd not compensated for by 
insurance or otherwise; debts actnally ascertulned to IJe worthless and 
charged oft' during the year; also a reusonniJle allowance Cor the ex
hnu~tlon, wear and tear of property arising out of Its use or employ
ment ln the business, but no deduction sbull be made for any amount 
of expense of t•estol'lng propprty or making p:nod thP ('XhnuRtion tlwrcof 
for which an allowmice is or has been made; no dellnctlon shall be 
nllowed for any amount paid out for new buildings, pennanent Im
provements, or b<'tterments, made to increase the value of uny property 
or estate; tlle amount of incom0 received or paynhle fr·om any source 
at which the tax upon snch Income, whlc:h Is 01' will heeome due, under 
the provisions of th\R section, lias \Jcen withheld for payment nt the 
source in the manner hen)lnafter provided, shall he deduttcd : but In 
nll cnses where the tnx -upon the annual gains, profits, nnd ineomcs .or 
a person Is required to be withheld and paid at the source as herem· 
after provided, If such annual in<'ome exrept tbnt derived from interest 
on corporate or United Rtntes lnclellt<'dness does not ex<'red thP rate 
of $4,000 per annum, or If the same is uncertain, Indefinite, or Irregu
lar In the amount ol' time during- whieh it shall have accrued, and Is 
not flxed or determinable, the same shall be Included In estimating net 
annual Income to be embraced in a personal return; also tbe amount 
received as dividends upon the stock, or from the net earnings of any 
corporation, joint-stock company, association, or Insurance company 
which Is taxable upon Its net Income as hereinafter provided shull be 
deducted. The net Income from property owned and business can;\t'd 
on In the United States by persons residing elsewhere shnll be com· 
puted upon the bnsls prescribed In this paragraph and that part of 

Enragraph G of this section relating to the computa tlon of the net 
ncome ot· corporations, joint-stock ancl Insurance companies, organized, 

created, or existing un<ler the laws of forel~o'"Il countries, In so far as 
applicable. 

Mr. HULL. Mr. Chairman, I offer another amendment. 
. The CHAIRMAN. The Clerk will report the amendment 
offered, by the gentleman from Tennessee [Mr. HuLL]. 

The ClE:rll: read as follows: 
Amend1 page 135, line 3, by inserting after the word " income " the 

words " ror the purposes of the normal tax." 

The CHAIRMAN. The question is on agreeing to the amend
ment. 

The question was tal,en, and the amendment was agreed to. 
Mr. HULL. Mr. Chairman, I desire to offer an additional 

amendment. 
The CHAIRMAN. The Clerk will report the amendment of

fered by the gentleman from Tennessee [Mr. HULL]. 
The Clerk read as follows : 

h 
Amend, l?age 135, line 10, by striking out the words " or taxes levied 

creunder.' · 

The CHAIRMAN. The q\lestion is on agreeing to tlw amend
ment offered by the gentleman from Tennessee [Mr. HULL]. 

The question was taken, and the amendment was agreed to. 
'l'lle CHAIRMAN. 'l'he Clerk will read. 
The Clerk read as follows: 
C. That In computing net Income under this section there shall be 

excluded the interest upon the oiJilgations of a State or any political 
subdivision the1·eof, and upon the obligations of the United States the 
principal and Interest of which are now exempt by law frum Federal 
taxation; also the compensation of the present President of the United 
States during the term for wbich he has l'cen elt>ctecl, and of the judges 
of the supreme and Inferior courts of the United States now in office, 
and the compensation of all otlicers and employees of a State or any 
poUt\cal subdivision thereof. 

1\lr. HULL. Mr. Chairman, I desire to offer an amendment. 
'rh.e CHAIRMAN. The Clerk will report the amendment 

o~~red by the gentleman from '.rennes::;ee [.:.\Ir. HULL]. 
I he Clerk read as follows: 

Sta
Atme!!d•thpage 1361 line 25, by inserting after the words "United 

· . es. . e words • or Its possessions." 

The OHAIRMA.l~. The question is on the adoption of tlle 
amendment. 

The question was taken, and the amer.dment was agreed to. 
The CHAIRMAN. The Clerk will retHl. 
'l'be Clerk read as follows: 
D. 'l'hnt there shall be deducted fl'Om t.ilo amount of the net income 

2~ ooaoch of such persons, ascertained ns provided herein, tho sum of 
"'. • :. Provi(le<l, ~hat only one c1ed11ction of $4,000 shall be made 
fiOm ttie aggregate mcome of all tho m<·mbcrs of any family composed 
o! one or both parents and one or more minor childl·cn, or husband and 

wife, but If the wife is living permanently apart from her hushnn<l she 
may be taxed Independently ; but guardians shall be allowed to make 
deduction In favor of ench and evel"y ward, except that In ease whOl'll 
two or more wards are comprised In one fnmlly and have joint prop
erty Interests the aggregate d~duction In their favor shall not exceed 
$4,000, and said tax shnll be computed upon the remainder of said net 
Income of such person for the year ending December 31, l!ll:!, allll ror 
each calendar y~nr thereafte1·; and on or before the 1st day of Mn1·ch. 
l!H4, and the 1st day of March In each Y''ar thereafter, a true and 
nccurate return, nuder oath or affirmation, shall be made by each per
son of lawful age, except as hereinafter provided, subject to the tax 
Imposed by this section, and ha v!ng n net income of $3,500 for the tax· 
able year, to tile eollector of Internal revenue for the district In which 
such person reHifles or hns bls prlnclpnl plnce of business, or! in the 
case of a person r·esldlng In n forel~u country, In the place w 1erc his 
principal bnsinPss is carried on with In the United Rtates, In such form 
as the Commissioner of Internal RPvenue, with the approval of the 
Secretary of the Treasury, shall presl'ribe, setting forth specifically the 
gross nrllonnt of Income from nil BPIHll'Hte sourcf!S nnd from the totnl 
thpr·eof, deducting the n~~~·t~g-nte Items or exppnsr-s nnd nllownnco 
he1·eln nnthorizPd: g-uardlanR, tnui)re~. exPcutors, administrators, ng<:'nts, 
receivers, conservators, nnd all persons. col'llOl'ationR, or as~ocintions 
acting in any fiduciary capacity, shnll make and render a return of the 
net income of the person for whom they net, subject to this tnx, 
coming into their ctwtofly or control and mana,L"eml'nt, nnd he RuiJject 
to all the provisions of thiA section wlll<'h apply to lndlvl!luals; nncl 
also nll persons, firms, compnniPS, cop:ntll('l'~hit)s, corporations, joint
stock companies or associations, nnd lusurancP companies, except as 
hereinafter provided, In wbntever cnpaeity nctinl':, bn ving the control, 
r~ceipt, disposal, or payment of fixed or d~termlnahle annual :.:nlns, 
profits, nnd Income of another person subject to tax, shnll In behalf of 
such pPrson make nncl rend<'l' a return, as uforer;nid, but sPpnrntt~ and 
distinct, of the portion of the Income of cneh pPI"Ron from which the 
normal tax bas been thus withheld, nnd coutninlng also the name nnd 
address of such person : P-rovirlrd, That in either <'HSe nbove mentioned 
no rrturn of income not exceeding $:ti>OO shall be requir('d: l'rovtlled 
furfltcr, That P<"l'!·:;on~ liable only for the nnrmnl lnrome tax, on their 
own account or In b~half of nnot her, "hall not be l"<'llulred to malw re
turn of the income derived from dividends on tht~ cnpital ~tocl< or ft·om 
the net earnings of rorporatlonH, joint~storl.:; companies or nsRociatlons, 
nnd insruran<-·e companif'R taxable upon thf"il' net lntome as hereinafter 
provldeil; and the coll.,dor or deputy collector shnll require every list 
to be v<'l'itied by the onth or aflirm11tlon of the j"'rty renderln.~ It, and. 
mny inercase the nmount of nny liRt or rPturn f he has reaRon to he
lle,-<' that the same Is l'Ildl'r,tated: Prnvid!'d, That no such Increase 
shall be made rxeppt after due notic-e to sueb party and upon proof o~ 
the amount un<lel"stated; or if the list or rPturn of any person shall 
have bel'Il increased by the colle<'tor, such person may be pPrmltt<'d to 
prove the amount liable to be nRHCSRPd; but such proof shnll not be 
considered as conclusive of the fnrts, nnd no deductions claimed in" 
such cases shall be mnde or allowed until approved by the collector. 
If dissatisfied with the decision of tbe collrctor. such person may sub· 
mit the case, with all the papers, to the Commissioner of Internal Rev
enue for his cleclslon, aqcl may furnish sworn testimony of witnesses to 
prove any relevant facts. 

1\Ir. HUL+-. 1\lr. Chairman, I desire to offer tlJC following 
amendment. 

The CHAIRMAN. The gentleman from Tennessee offers an 
amell(lment which the (']N·k will report. 

'l'bc Clerk read as follows: 
Amend, pag-e 138, line 3, by adding, after the figures " $3,000," tliQ 

words "or over." 

The amendment wa'3 agreed to. 
Mr. HULL. Mr. Chairman, I desire to offer the following 

amendment. 
The CHAIRMAN. The gentleman from Tennessee offers an

other amendment, which the Clerk will report. 
The Clerk read as follows: 
Amend, pap;e 139, line 6, by adding, after the word "person," the 

words " or stating that the name and address, or the address, as the 
case may be, are unknown. 11 

The amendment was agreed to. 
The Clerk read as follows: 
E. '£hat all asHessmcnts shall be mncle and all persons shall be not!· 

fled of the amotmt for wblch tlwy nre respectively llaiJle on or before 
the 1st clay of June of eacb successive year, and said assessments shall 
be paid on or before the 30th day of .lune. except in cases of refusal 
or neglect to make such return nnd In eases of fnlse or fraudulent 
l'Pturu~. In wl!ieh c<HH'S tltc CommisHioncr of lntPJ'nnl ItPvcnue shall, 
upon the discovery theJ'('of. ut n11~· .ti1~1e within thre_e yea1·s nt'tcr sa.id 
return is due make a n·t urn upon Information obtained aH above pro
vided for and the a"essment made by the Commissionei' of Internal 
Hcvenue thCJ'eon shall be paid by sucti person or persons Immediately 
upon notitlcation of the amount of such assessment; and to any sum 
or sums due and unpaid aft<·r th0 :l()th day of .June In uny yl'ar, and 
for 10 days after notice and demand thereof by the collector, t!H're 
shall be added the sum of 5 ]>PI' eent on the amount of tax unpmd, and 
Interest at the rate of 1 per cent per mont1.1 upon suid tax from tllo 
timt' the Rame tweame due, except from the t'States of insane, deceased. 

or ~1Hs~~;;~~J:PA~~~~· copartners1Jlp~. companies, corporation~. jolnt-stoclt 
compauieH or ns:-:;odations, and insurance companiPs, ln whatever capac~ 
lty actino·, Including lessPes or rnortgagurs of real or p~rsonal property, 
trustees ~cting in any trust capacity. exc·cutors, administrators, a.seuts, 
1·ecelvers conservators, employers, nn<l all officers and employees of the 
United s'tatrs havinp; the cont•·ol, n•c<'ipt, cnstocly, disposal. or payment 
of interest, n'nt, sitlnril~~, wages, prl'uliums, nnnnitiP~. comp~!nsa.tfo~, 
l'cmunerativn emoluments, OI' oth('l' fixPU or dctenninnble annual g~llnH, 
profits and i;Icome of anoth•~r person, exce<'ding $·1,000 for any taxable 
year ~tber than dividends on capital stock, OI' frol'! the net earuJI!gs 
of corpomtions and joint-sto<·k companies or ag<ociatwns snbject to 11;<: 
t·1x who nrc requirrd to malw nnf! l'l'nder n r{~turn in hPhalf of anothct, 
a's· in·o\·idt'd hPI'Pin, to the C(JIIeetnr of his, her, or its distriet, are hcr~~lly 
authorized au<l required to deduct and withi.H>_Id fl"om sn.c!I annut_ll .gall·'"• 
profits, and iucomP such sum :.!swill he snfhl!wnt to pay tht' norm.tl t,l.X 
imposed thereon by thiH -se<'tlOn, ancl shall pay to the officer of the 
Unlte<l States Govpmmcnt authorized to receive the same; and they arc 
each hereby made personally lia!Jk for such tax. In all cases where the 
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lp.come .tax of a .person Is. withheld. and deducted ·and paid or to be 
paid at the source, as aforesaid such person shall not receive the 
benefit of the exemption· of $4,000 allowed herein unless he shall not 
less '-than 30 .days prior to- the day on which the return of. his tn'come 
Is <Jue, file with the persqn who Is required to withhold and pay tax for 
him an affidavit claiming the benefit of such exemption ; nor shall any 
person under the foregoing conditions be allowed the benefit of any 
deduction provided for In subsection B of this section unless he shall. 
not less than 30 days prior to the day on which the return of his in: 
.come Is duo, file with the person who Is required to withhold and pay 
tax for hitn a true and correct return of his annual gains, profits, and 
Income from all other sources, and also the deductions asked for, and 
the showing thus made shall- then become a part of the return to be 
mado In !)Is behalf by the person required to withhold and pay the tax, 
Pl" such person may likewise make application for deductions to the 
collector of the district In which return is made or to be made for him : 
Provlrlefl, That the amount of the normal tax herein Imposed shall be 
deducted and withheld from fixed and determinable annual gains, 
prollts, and Income derived from Interest upon bonds, mortgages, or 
other Indebtedness of corporations, joint-stock companies or associa
_tlons, Insurance companies, and also of the United States Government 
not now exempt from taxation, whetber payable annually or at shorter 
or longer periods, although such interest does not amount to $4,000, In 
the same mannPr and snb.Ject to the same provisions of this section 
requiring the tax to be withheld at the source and deducted from an
nual lncomn; and likewise the amount of such tax shall be deducted 
and withheld fr<>m coupons, checks, or bills of exchange for or In pay
ment of interest upon bonds of foreign countries and upon foreign· mort· 
gages or like ebligations (not payable In the United States), and also 
from coupons, checks, or bills of exchange for or In payment of any 
dividends upon the stock or Interest upon the obligations of foreign 
corporations, associations, and Insurance companies engaged In business 
in foreign conn tries ; and the tax in each case shall be withheld and 
deducted for and In behalf of any person, firm, corporation, or associa
tion subject to the tax herein Imposed, although such interest, divl· 
dends, or other compensation does not exceed $4,000, by any banker or 
person who shall sell or otherwise realize coupons, checks, or bills of 
exchange drawn or made In payment of any such interest or divldenrts 
(not payable in the United States), and any person who shall obtain 
payment (not in the United States), in behalf of another of such divi
dends and interest by means of coupons, checks, or bills of exchan;:e, 
and also any dealer In such coupons who shall purchase the same for 
any such dlvidcndB or interest (not pnyable In the United States), 
otherwise than from a banker or another dealer In such coupons; but 
in each case the benefit of the exemption and the deduction allowable 
under this section may be had by complying with the foregoing provi· 
s!ons of this paragraph. 

Nothing In this section shall be construed to release a taxable person 
from liability for Income tax. 

· , The tax herein Imposed upon annual gains, profits, and income not 
falling under the foregoing and net returned and paid by virtue of the 
foregoing shall be assessed by personal return. Any person for who@ 
return has been made and the tax paid, or to be paid as aforesaid, shall 
not he required to make a return unless such person bas other net 
Income, but only one deduction of $4,000 shall be made In the case of 
any such person. 

Mr. HULh I desire to offer the following amendment. 
The CHAIRMAN. The gentleman from Tennessee offers an 

amendment which the Cieri{ will report. 
The Clerk read as follows: 
Amend, page 141, line 25, by lidding, after the word "herein," the 

words "except by an application for refund or the tax." 
The amendment was agreed to. 
Mr. HULL. Mr. Chairman, I desire to offer the following 

amendment. 
The CHAIRMAN. The gentleman from Tennessee offers an 

amendment which the Clerk will report. 
The Clerk read as follows: 
Amend, page 142, line 8, by adding, before the word "file," the word 

"'either!' 
The amendment was agreed to. 
Mr. HULL. I desire to offer the following amendment. 
The CHAIRMAN. The gentleman from Tennessee offers an 

amendment which the Clerk will report. 
The Clerk read as follows : 
Amend, page 142, line 18, by adding, after the word "herein," the 

word " before." 
The amendment was agreed to. 
Mr. HULL. I desire to offer the following amendment. 
The CHAIRMAN. The gentleman from Tennessee offers an 

amendment which the Clerk will report. 
~'he Clerk read as follows: 
Amend, page 142, line 25, by striking out, after the figures "$4,000," 

the words " In the same manner and." 
·The amendment wns agreed to. 
l\Ir. HULL. I desire to offer another amendment. 
The CHAIHl\IAN. The gentleman from 'l'ennessee offers an 

amendment whieh the Clerk will report. 
The Clerk rend as follows: 
On page 143, line 1, amend by striking out, after the word "the," 

the W<?rd " same:' 
The amendment was agreed to. 
Mr. HUL!J. l\Ir. Clmit;man, I offer the following amendment. 
The CHAIRMAN. The gentlemnn from· Tennessee offers an 

amendment which the Clerk will report. 
~L'he Clerk read ns follows: 
Amend, page 143, lines 1:3 and 14, by striking out the words "firm, 

corporation, or association." 
The amendment was agreed to. 

Mr. HULL. Mr. Chairman, I desire to offer the followint; 
amendment. 

The CHAIRMAN. The gentleman from Tennessee offers aa 
amendment which the Clerk will report. 

The Clerk read as follows : 

wo~:f~Pgefg:e~~ 143, line 14, by adding, after the word "herein," the 

The amendment was agreed to. 
The Clerk read as follows: 
G. That the normal tax hereinbefore Imposed upon individuals like· 

wise shall. b_e levied, asse.ssed, and paid annually upon the entire net 
income al'lsmg or accrumg from all sourcPs during the preceding 
calendar year to every corporation, joint-stock company or association, 
and every Insurance company, organize<! In the United States no 
matter h_ow created or organized, \mt not inf'lndlng partnerships;' but 
If orgamzed, authorized, or existing under the laws of any foreign 
country, upon the amount of net income arising or accruing by It from 
business transacted and capital invested within the United States dur
Ing such year: Provided, ho·zccrer, That nothinp: in this section shall 
apply to labor, agricultural, or hortlcultnrnl orp:unizations or to mutual 
savings banks not having a capital stocl< represented by' shares or to 
fraternal beneficiary societies, orders, or associations operating' under 
the lodge syste~, and providing for the payment of life, sick, accid~nt, 
and other benefits to the members or such societies. orders. or usso· 
elations and <;Jerendents of such members, nor to domestic building and 
loan assoc!atwns, organized and operated exclnsl\•ely· for the mutual 
benefit of their members, nor to any corporation or association organized 
and operated exclusively for religious, charitable, or· educational pur
poses, no part of the net Income of which inures to the benefit of any 
private stockholder or individnal. 

Second. Such net Income shall he aseertainr<l lJy deducting from the 
gross a~ot~nt of ~he income of such corporntion, joint-stock company 
or assoc1atlon, or Insurance company, received within tllc year from all 
sources, (first) all th_e ordinary and necessary expenses paid within the 
year out of !nc_om~ '!' tbe maintenance and operation of its business 
and prope_r~les, mclndmg 1:cnta!s or other payments required to be macle 
as a cond1t10n to the contmneu US<' or possession of property· (second) 
all losses actually S!IStained within the year and not compdnsatcd by 
insurance or otherwise, including n reasonable allowance for deprecia~ 
t!on by use, wear and t~ar of property, if any; and In the case of mines 
an allowance for depletiOn of ores and all other natural deposits on the 
basis of their actual original cost in cash or tiH' equivalent of cash· 
and In case of lnsur~nce companies tlw net addition. if any, required 
by law t~J be made Within the year to reserve funds ancl the sums other 
than dividends or return of prcmimn payments )'aid within the year on 
policy and annuity contracts: Prorided furt zcr That mutual fire 
Insurance companies requil"ing their members to m~ke premium deposits 
to provide for losses and ('Xpt'nses shall not retn rn as Income any 
portion of the premium deposits returned to their policy holders but 
shall return as taxable Income all Income received hy them from all 
other sources plus such portions of the premlnm deposits as are re· 
tained by the companies for purposes other than the payment of losses 
and expenses; (third) Interest accrued and paid within the year on its 
indebtedness to an amount of such Indebtedness not exceeding Its 
paid-up capital stocl< outstanding at the close of the year, or If no 
capital stoc•k, the capital emploved in the business at the close· of the 
year: Provldell, 'l'hat In the cas'e of bonds or other indebtedness which 
have been Issued with a guaranty that the Interest payable theredn shall 
be free from taxation, no deduction for the payment of the tax herein 
Imposed shall be allowed ; and In the case of a bank, banking assocla· 
tion, or trust company, interest paid within the year on deposits; 
(fourth) all sums paid by It within the year for taxes Imposed under 
the authority of the United States or of any State or Territory, ot· 
Government of any foreign country, as a condition to carry on business 
therein, not Including the tax imposed by this section : Prot•!ded, That 
In the cRse of a corporation, joint-stock company or association, or In
surance company, organized, authorized, or existing under the. laws of 
any foreign country, such net Income shall be ascertained by deducting 
from the gross amount of Its Income received within the year from 
business transacted and capital Invested within the United States, 
(first) all the ordinary and necessary expenses actually paid within the 
year out of earnings in the maintenance and opemt!on of Its business 
and property within the United States, Including rentals or other pay
ments required to be made as a condition to the continued use or 
possession of property ; (second) all losses actually sustained within 
the year In business conducted by It within the United States and not 
compensated by Insurance or otherwise, Including a reasonable allow· 
ance for depreciation by use, wear and tear of property, If any, and In 
the case of mines an allowance for depletion of ores and all other 
natural deposits on the basis of their ,actual original cost In cash or 
the equivalent of cash; and in case Of insurance companies the net 
addition, If any, required by law to he made within the year to reserve 
funds and the sums other than c!lvldcnds or return of premium pay
ments paid within the year on policy and annuity contracts: Provirlefl 
f-urther, 'J'hat mutual fire insurance companies requiring their members 
to make premium deposits to p1·ovide for loss<'s ancl expenses shall not 
retmn as Income any portion of the pr~minm deposits returned to their 
policyholders, but shall return as taxable Income nil Income received 
by them f1·om all <;Jther sources plus snell portions of the premium 
d0posits as are retallled by the companies fo1· purposes other than the 
payment of losses and expenses: (thiz·d) Interest accrued and paid 
within the year on Its indehteclness to an amount of such Indebtedness 
not exceeding tbe pl'Oportion of its paid-up capital stock outstanding 
at the close of the year, or if no capital stock, the capital employed in 
the business at the close of the yea!' which the gross amount of its 
income for the year from business transacted and capital invested within 
the United States bears to the gross amount of its Income derived from 
all sources within and witl10ut the Unitecl i'Hat<'s: l'mvirlerl. 'l'hat In 
the case of bonds or other Indebtedness which have been issued with a 
guaranty that the lntPrest pa,rnblc thereon shall be free rz·om taxation, 
no deduction for the payment of the tax herein imposed shall be 
allowed; (fourth) all sums paid by it within the year for taxes im
posed under the authority of the "United States or or any State or 
Territory thereof as a t\Jnclltion to <'arry on business th<'reln, not 
Including the tax imposed !JJ" this sc'ction. In the C'ase of assessment 
Insurance companies the nctual deposit of sums with State or Ter
ritorial otncers, pursuant to law, as additions to guarantee or reserve 
funds sball be treated as being payments required hy laiV to reserve 
funds. 
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fOJ: tliemsel.ves a reduction in the tariff. They control, many ot .them, through international combinations. It Is the small 
producer who will be first to suffer. I do not think that all 
of. us realize at all times how vast the force of wealth now ls 
in the hands of tho larger factors In Industry. The gentle
man from Georgia [Mr. CmsP] gave here the other night a 
list of men and estates in this country, and he voluted out 
1n a table that there were 29 individuals and estates in America 
who have among them "the vast sum of $3.000,000,000, and 
he gave figures to show that these men and these estates, 
Jess than 30, had an income of something llke $170,000,000 a 
year. Now this income tax, which I fayor and which I had 
hoped would be brought in for a separate vote. proposes to 
reach som·e of these larger incomes. I do not belieYe that it 
reache~ the larger incomes with us heavy a per c~en$ of tax as 
it sllonld reach them, and for that reason I llaYe offered this 
amendment, increasing the amount of the tnx on incomes 
above $100,000 from 3 per cent to G per c<>nt. [AI1Pinuse.l 

'l'he CHAIHMAN. 'l'he time of the gentleman hns expired. 
l\lr. 'l'A VENNEU. i\lr. Chninn:m, wllPn I went before the 

Toters In tbe campaign last fall I made the declaration, repeat
ing It over and over, that should I be elect!'d I would make a 
conscientious endeavor to learn how the people of my district 
would <lcslre me to vote on illlllOrtant leg·islntion affectiug their 
interest, which might come up in this body, and woult.l then 
vote that way. 

I matle thnt declarntion in every good faith. I c1esire no 
grenter trihute when I shall ('OJICltHie 111~· sen·ice in illi~ House 
tlum that the people of my district may say of uw, "He made :1 

pructice of ascertaining; bow the people of this district desired 
blm to Yote on even the simplest piece of legislation, and then 
1·ote<l that \'l'ay." 

In line with tho preelection understan<1ing h!'tween the voters 
and myself It is my intention to cast my vote ns the Ucprcsenta· 
tl,·e of the fourteenth Illinois district for the income-tax provi· 
s!on of the pen<ling bill. 

I believe in all sincerity, Mr. Chairman, thnt in so doing I am 
carrying out the desire not only of the Democmts of my dis· 
trlct, but of 90 per cent of the rank and file of Itepublicans, 
Progressives, Socialists, and Prohibitionists. 

I have made as extended inquiries as anyone could make, nnd 
I believe that 00 per cent of the people of the whole l:nltetl 
States, regardless of t11eiJ' politics,· race, religion, color, or 
creed are heartily in favor of an income tax "'hich proposes a 
tax on wealth in lieu of the present system, which provides for 
the raising of revem1e hy taxing exclusively the clotlws on a 
man's back, and the other things that people must wear, eat, 
and use in order to live. 

Not only tl1e poor man, from whose bending back some of the 
burden of taxation is to 'be lifted by means of this bill, favors 
tlw measure. I am in a position to sny that many fair-minded 
men of wealth residing in my own district, men who will be. 
required to ·pay a considerable tax on their Incomes by virtue 
of the Income-tax provision of this bill, have written me in most 
favorable tone of the measure, declaring tlwt the proposition 
that a man should be tnxed according to his ability to pay and 
according to the benefits and privileges he receives under the 
Governm!'llt Is fnir and just. 

I am not prejudiced against wealth. Any man who has hon
estly ncqulred wenlth shows hut an evidence of his int1ustry, 
Intelligence, and skill, and dc8erYes the respect of all. But I 
do contend that men possessing wealth should pay, and are able 
to pay, more taxes than their less fortnnnte brotlwrs who own 
only· the clothes upon their bacl{S, and possibly their !Hmsehold 
furniture, and whose ·weekly wnge is scarcely enough to enable 
them to provide for their families from week to week, let alone 
to lay anything by for a rainy day. · 

1\Ir. Chairman, the income tax is part of the Democratic plan 
to reduce the ever-Increasing cost of living in this country. It 
means the carrying out of the program promised in the pre
election campaign lr!st fall, namely, to take some of th<> tax off 
the necessaries of life, such as sugnr, woolens. cottons, b<><>f. nnd 
lumber, and to make up for the loss of re,·enue thus snstnlned 
by the ·Government by placing a tax upon incomes. It is eRti
matecl the Income tax will raise approximately $100,000,000, 
an~ that thls ·amount of taxation will be taken off of the vital 
necessaries of life. 

But, Mr. Chairman, to tax wealth and Incomes, according to 
the.· stand patters imd 'PI'otectlonlsts, is class legislation. The 
fact Is; however, that the present system of tnxing the neces
saries of life while Jlermitting wealth to go untnxec1 Is class leg
islation of tile grossest sort. Is It not Jlassing strange that 
those who comvlain of an income tnx as class legislation were 
never heard to complain of the existing class legislation whieh 
taxes the hats, conts, ant1 shirts of the masses almost 71 per 

cent, while not requiring men lil'e lloclwfeller, Cnruegie, nutl 
other mlllionaires to puy a single penny of tnxatlon on tlleir 
swollen personal fortunes to tile Nntional Government? 

Tbe masses of the people produce the wealth, and by legisla
tive advantage a few get posseHsion of it, and now these few 
object to t.he transfer to wenlth of en~n n portion of the taxa
tion being exacted from the masses on such articles as woolens,. 
cottons, sugar, beef, and lumber. 

The income tax is a recognition of the (lemand of the mnsses 
for a square deal in taxation, which they are not now receiving 
in either State or Federal taxation. lliHier the fiscal sy!:'tems 
in vogue in most of the Stn tes the wenlthy nnd powerful el:1 sses 
find wnys to ev~n1e taxation, anl1 are con~tnntly succeet1ing. ill 
one wny or nfwt!H'r, in ~hifting the chief w<'ig-ht of taxation 
from those most able to bear it to the slwnlders of those 
weaker, poore1·, :md less able to protect themselv!'R. 'fbe re
port of the Xew YorJ; specinl ta:<:: commission reported the con
clu~ion tlwt the richer a person grows tbe le>lR be pays in rela
tion to l!is pro pert~· or ineome. a !l{] that pet·~onnl property 
largely escapes taxation for either local or Stnte purposes. 'l'he 
State tax commission of l\inssaclmsNts eHtimates tlle valuE' ot 
personal property in that State properly snb.iect to ta:xntion at 
over $ri.GOO.OOO.OOO. of which less than onE>-fifth Is tnxe<l. The 
mayor of Philndelphia recently stated iu the press thnt the 
undennlnation of property in that city is more than tlJ!·ee llun
clrerl millions. Such condition>; seem to be the rule in nearly 
eYery Jocnl i ty and in ewry St [l tP. 

'l'l!e sum II property ownPr c:m not hi<le his property nor l"hift 
bis tax lmnlens, as can the rich and powerful, but mlmt hear the 
crushing weight of not only thnt portion of taxes that is right
fully bis but also much of the burden that should be carried 
by the rich. 

So much for the chances of tlH' small taxpayer in matters ot· 
Stnte nnd local taxntion. Hut tlle wor~t is yet to come. vVhat 
ahont l<'r•dernl tnxntinn? In the rnising of reYenne to run the 
Xntionnl CiorernmPnt. wealth is not aRked to contribute nny
thing whaten.>r. l'ractically thP E·ntire expenses of tl1e Govern
nwnt nrc met with funds raised l.Jy taxing the things the people 
eat. wenr, and use. 

One afteruoon. Reveral years ago. I snt in the office of United 
StatPs Senator :\losEs E. CLAPP, of i\rinnC'sota. iriterviewln~ htm 
on the subject of taxation, for a Ilt'wspaper artiele. He bad 
told me thnt in State taxation the poor man. and tbe man ot 
moL1<>mte mPans. wns eYerywhere paying tax<>R for the rich, 

""'hat uhout our national tisenl s~·stem 'i" I nsk<>t1. 
He replied hy tnrning- in his chair nml pointing out of the 

window to lhe mnrble v--all of the capitol across the conrtyart1, 
"Do you see that wnll yonder?" he nsked. "Which stone is 

bearing the grenter weight, the one at the hottom or tlle onn at 
the top?" "l\'ell," he continued. "t.hnt iA the way It is nuder 
our present fiscal s~·><tem. Those at the bottom are stnnding the 
bnrden of the weight of taxation. What we need in this 
country is an income tax." 

Under tlw presnnt fiscal system a millionaire pays no more 
tax toward running the Nationnl GO\·ernment than the poor 
man with a large family. Tbis seems almost nnbelievable, but 
it is true and will not be denied here or elsewhere. 

Why, then, it mny he ask!'cl, June the people been willing to 
wait so long for an income tax? 'l'his is n question I ean not 
answer. My own explanation of the tardiness of !lll Income tax 
upon the statutes would be that it is becal.)se the average man 
of this Nation has not been aw:v·e until ~ecently of· the true 
state of affairs. Tile majority of persons lm ,.e !wen l!lHl<>r the 
erroneous imprce;.;~ion tlm t :;;ome \lOrtion of tilt' taxes they have 
lwen paying to the local tax collector each year han~ gone to 
defray the expenses of the Nntional Government, to help main.
taln tlle Army and Navy, pny the grE>at army of Uncle Sam's 
employees, and maintain lhe various departments of the Gov
ernment. 

The money paid to local tax collectors, however, goes exclu
sively fur the maintcnnnce of the township, city, eounty, or 
State in wl1ieh it iR vait1, mul not a ::;iugle penny of tbis money 
comes to the Nntionnl (;oy~•rnmt>nL 

"'lwre, then, cloes the $1,000.000,000 which is necessary to 
meet the annual ex]>!'nses of the General Government com() 
from? It is not pieJ;ed up out of Uw streets. No; it comes 
from the pockets of the ma~ses of the people and Is tal,en from 
them when they do not know it. That is, the )leople pny their 
na tiona I tax in the form of a rtificin I prices for the· things they 
ent, wear, and use. In other won1s, the Go,·ernment rn i~es 
$31:2.000.000 annually tllron~h n tariff tax, which is laid. on 
nenrlv eYery nrtic!(~ of coumwn nse . 

. \\'ith the· exception of the nmount raised tllrongh the re· 
ceutlv p~1ssed cor]Jorntion tax, the l.mlnnee of the ~1.000.000,000 
exveiHled annually hy the GoYerument comes from till internal· 
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;.\fr. BIL\XDEGEE:. ;I.Ir. Prrsitlent, I have m;Hle no remarks 

uvon these nuious amendments to change the provisions of the 
income tax as found iu the bill. I desire to state very briefly 
the reason 1vhv I have votecl against most of the amem1ments. 
and I >:!:all pr.ob<l!Jly continue to do so. 'l'his is a bill entitlecl 
''~ln act to retlnce tarit'i' duties am! to provide revenue for the 
Government." These amem1ments have hac1 no sn~h proper 
consideration. in my opinion, as would justify me in voting for 
any one of them. It may be that one or another of them 
would JH'O\'i<le a more equitallle or more satisfactory system of 
t<lXiug the incomes of both corporations and individuals, but I 
do not think in tile passage of a tariff bill we should attempt to 
utilize it as a Yellicle to float through any propositions to tax 
corporn tions on t of existence or t·o penalize the rich or to reduce 
S\Yollen fortunes or to accomplish any other collateral purpose, 
no matter l!ow de;;:irable. 

I am verfectly satisfied that if it shall be the settled con~ 
viction of the majority of the people of the country that the 
tax as provideLl by the comn1ittee should be chnngell, there is 
suf!lcient time in the future to oYerhaul entirely the proposed 
income tax in the light of the 1vny the present provisions may 
operate and with much better satisfaction both to us null to the 
country. 

The amenument just offered, which proposed to tax incomes 
oYer n million dollars 20 per cent, I could not possibly vote for. 
I haYe heard of collecting tithes. but I have never heard of 
collecting fifths of the incomes of people. Without going into 
or criticizing the details of the various amendments I simply 
think it is better to try the plan as proposed by the committee 
in its general features, and then haTing established the principle 
of au income tax, go about amending it as the necessity of the 
occasion in the·fntnre may warmnt. 

;.\Ir. URA WFORD. l\Ir. President, yesterday evening before 
the Senate adjourned I offered an amendment the purpose of 
which was to distinguish betm:~en what in England are called 
earnecl incomes and uneamed incomes. That amendment wns 
not acted upon. I am not going to press it at this time, but in 
connection with it I want to call attention to the report made 
in the English Parliament in 1907 after a very thorough investi~ 
gation--.<Jf the whole subject. 

England has had an income tax, as I unllerstnncl it, for 
three~quarters of a century, and from time to time, as the sys~ 
tern has been evol-red, they have improved it, enlarged it, and 
extended it. \Yithin the last two or three years, under the 
ministry in which Lloyd George has been so active, they have 
thoroughly overhauled it and extended its provisions in many 
ways. In this report in 1907, which was an exhaustive one, 
after a thorough investigation, they find that this distinction 
shoulcl be made : • 

Differentiation between earned and unearned income. 

They find that it is practicable to obserYe that differentiation 
in the income--tax system. I want to put into the RECORD \vhat 
Mr. Asquith said in commenting upon it, because it is so well 
said and is so brief and simple. and it relates to a matter of 
the utmost importance here. In discussing it he gi\·es this 
example. He says: 

Comparing two individuals, one " who derives, we will say, £1,000 
a year from a perfectly safe investment in the fun<ls perhaps accumu
lated and left to him by his father, and, on the other hand, a man 
making the same nominal sum by personal labor f» the pursuit of some 
arduous and perhaps precarious profession, or some form of business," 
to say that tl!ose two people are. from tile point of view of the state, 
to be ta:red in the same way is, to my mind, flying in the face of justice 
and common sense." 

I believe that that simple statement finds a response in the 
judgment of every man. Why not in this bill and in establish
ing this system b,ere start right upon that question? Here· is 
the question of making property, capital, and investment con~ 
tribute its share of taxes; on the other hand, here is the ques~ 
tion of how far shall we go in putting a tax upon energy, 
industry, and sen·ice given to society by men who are engaged 
in practicing professions or in following other useful vocations 
in life~ We are putting them all together, and making one levy, 
one rate, upon them all; in other words, we are putting a tax 
upon personat service rendered to the home, the family, and 
the community and which earns an annual income. The income 
may be precarious and vary from one year to another and e11.d 
when the life of the person ends who is earning it. We are 
putting that class of incomes in the same class with rents from 
great structures, Inherited, perhaps, by some child of fortune, 
that are a lifeless species of property. England differentiates 
between these classes of income. Wily shoulcl not we? 

l\Ir. GALLIXGER. :.\Ir. Pre,iLlent--
'l'he PRESIDIXG OFFIUER (:IIr. LH in the chair). Does 

the Senator from South Dakota yield to tile Senator from New 
Hampshire? 

L--241 

Mr. CRAWFORD. I do. 
Mr. GALLI~GEH.- This is an interesting phase of the dis

cussion, l\Ir. President, and I desire to as!;: the Senator from 
South Dakota how it woultl work. Supposing a man were in 
receipt of $3,(){1{) from inYestments which l!is father haLl made 
possible and lie likewise wns in receipt of $3,000 from the prac~ 
tice of his profession, would there be a !1iffcrentiation in that? 

liir. ORA WFORD. Oh, certainly. The distinction is made 
between the eamings from a man's professional serrices and the 
earning-s from his im·est!llehts. They llave all that worketl out 
in Englam1. 

:\Ir. GALLIXGEll. Would he be exempt on the $3,000 which 
he earns from professional sen-ices under those circumstances? 

l\Ir. CRAWFORD. I am not saying- that. I think the fanlt 
in the amendment wllich I oll'eretl yesterday \Yas that it went 
too far in making exemptions. In Englaml tl!e:; are not ex~ 
empt above a certain rate, but tlley discriminate in their favor. 
So, if the Senator will permit me, I shall o!Ier a resolution 
which I ask to lmve reac1 and ask to han~ it consitleret1 in con
nection with my amendment, \vllich I admit is faulty in thnt 
respect. I shoultl like to h<we the Senate consltler both the 
amemlment and the resolution together aml take such action as 
it may think best. 

'l'he PRESIDIXG OJ<'J!'ICER The Secretary will re:1d the 
resolution proposed by the Senator from South Dakota. 

The resolution ( S. Hes. 177) was renu, as follows: 
Rcsolz'etl, That the Committee on lcinrtnce be directed to inwsti

gatc ar.d n.scertain ~he difference in cbn.rncter bPtwccn incOI11C" immo .. 
diately and directly derind by an individual from the carrvln~ on ol? 
exercis'l by him of his profession. trade, and vocation. a'nd ·Income 
derived from property or im·estment -~f capital. and to report an 
amBndment which will make a just discrimination in the rate oe 
leYy in favor of incomes imme<liately and direclly tleri\'Cd from the 
exezcis2 of a profession. trade, or callin~·. as compared witl! income 
derived from property :wd capital in-restinr n t. 

:\Jr. CR~-'l.. WFORD. :.\Ir. Presitlent, of course I am not dog~ 
matic enough to unuertake here to say what this tlifferenr:e 
slloulcl be antl what this rate shoult1 he; but I am offering 
this resolution so th:1t it may come before till' Senate for the 
purpose of having this question, which I think has fundamental 
justice at the bottom of it, recei\'e tl!e considerntion that I 
think it should receil'e here and haYe tl!e investigation to 
which I think it is entitled. Therefore I ~>ubmit the resolution. 

The PRESIDI};'G OFFICER. The resolution will be printed 
and lie on the table. 

l\Ir. WILLLUIS. Mr. President, do I understand that the 
resolution is to lie on the table'! 

The PRESIDIXG OFFICER The Chair understood that 
that wns the request of the Senator from South Dakota. 

:.\Ir. CRAWFORD. ~o; I clid not a~k to haYe the resolution 
lie on the table; I asked to have it take the usual course. I 
presume, if objection is made to it, it will have to be printecl 
and go oyer. 

The PRESIDIKG OFFICER. Does tl!e Senator from South 
Dakota make a request for unanimous consont for the present 
consiUera tion of the resolution? 

l\Ir. ORA WFORD. Yes; I ask unanimous consent for the 
present consideration of the resolution. 

'l~he PRESIDING OJ!'FICER. The. Senator from South 
Dakota asl•s unanimous consent for the present consideration 
of the resolution which has just been reacl. Is there objection 'l 

i\Ir. WILLIA;I.IS. Yes; I object, Mr. President. 
The PRESIDIKG OFFICER. The Senator from ;I.Iississippi 

objects, and the resolution will be printed and go over. 
i\Ir. WILLIAMS. :.\Ir. President, I want to say a few words 

in this connection, so as to e:\.---plain why I have objected. In the 
first place, I do not see any necessity of any investigation to 
determine an abstract question, which every man can determine 
for himself, as to whether this distinction ought or ought not to 
be made. So far as I am personally concerned, I am opposed 
to it. Of cou-rse, it would be a very nice thing for the :Members 
of the two Houses of Congress to make that distinction, as 
about nine~tenths of them are lawyers aud get their Incomes 
from their profession, but I do not see why a man who is in a. 
profession should have his income exempt any more than a man 
who is carrying on a farm or a fnctory. 

The other day some one said something about some surgeons 
who made an immense amount of money each year by their 
great skill and genius, who liveu like princes ·antl l>:ned nothing. 

Mr. ORA WFORD. :i\Ir. President, will tho Senatot· permit me 
to interrupt him? 

The PRESIDING OFFICER Does tlle ~pn;1t•1r ft·om :.\Iio~is~ 
sippi yield to the Senator from South Dakota'! 

:\Ir. IVILLLUIS. Yes. 
Mr. CRAIVFOHD. The Renator is ;:sf;nming that the anH'Illl~ 

ment makes a difference between prc•ft·<~iull<ll illf'll a!Hl men fol-
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lo\Ying a trnde or men cultirnting farms. It ~akes none what- a great income or any income dcl"ivet1 entirely frnm the efforts 
erer. It includes professions, trades, and vocations-all three. of those who haYe gone before-which cost tile vresent bene

::iir. WILLIAMS. Then, whom would you lea>e to be taxed? flcinry no effort or labor of any kind-slwuld bear :c larger pru
?IIr. CHA IVFOHD. Property, capitnl, im·estments; nnd not portion of the burden of taxntion than the income 1lerin'll from 

human exertion and llnman energy anll hunwn service. I do not the personal effort of the beneticiary in LJ<J;3~ession of the incom0. 
sny they should be exempt. I have said that my ame~dment The amemlment of the Senator, of course, as I think he 
we,1t too far in that respect, and I say that there shothd be a will recognize, and as I am firmly conYincetl, woull1, if passed 
differentiation in fa>or of energy fdl(l sen·ice of the man who is as draYnl, exl'mpt absolutely all income L1erivel1 from the effort 
doill" somethino- nnd where the earning depends entirely upon of anyboL1y. I mean to put it just that broml. because the ~1mcnc1-
bis 1~ersonal ex~rtions-tllnt there slloul_d be a di_Jierentiatio~ in ment pro1·ides that there sllall be 1leL1nctec1 from the amount 
fnror of tlwt source of income as agamst the mcome denYed anything which is proved by the imliYidn~ll "to baYe be~n im
from capital and property. mediately and directly del·ived from the per;;onal exeL·dse by 

:.\fr. IYILLIAMS. The Senator the other day referred, as an him of a profession, trade, or Yocation." 
illustration, to some brilliant surgeon or some one who made an llfr. WILLIA:JIS. l\Ir. President, l':ill the Senator parclon a 
immense income eyery year, but lived like a prince and had question? 

.nothing left. 'L'hcre might be another surgeon who made the The PRESIDIXG OFFICER. Does the Scn:1 tor from Con-
same amount of income who would ha;·e better sense and necticnt yield to the Senator from :\Iississip11i? 
instead of living lilw a prince might il1Yest some of the income Mr. BHAXDEGI•JE. Certainly. 
in land or in city property or in bonds or in stocks. So the Mr. WILLIAMS. A thought occurs to me ;vhich makes me 
effect of it would be to tax a man who '.vas thrifty, industrious. ask the question. Take my salary as a Senator, or the sulary 
frugal, and saying and exempt the fellow who spent all his · of the Senator from Connecticut. \Yould or would not that f~1ll 
irrcome and 1w,-er invested anything. I do not see for the life within this description? ·would that be deriYetl from a pro
of me ,,-hy any man who earns ~50,000 a year or $20,000 or fession, or trade, or yocation, or would. it be connected with 
$10,000 as a great surgeon or as a great lawye~ ~bould not t~ank what the Senator calls "dead property," or where would it 
God for the possession of that much and be wrllmg to contnbute come in? 
of that a small amount for the support of the Government. l\Ir. BR.\.XDEGEE. I think there is a twilight zone abuut 
You are taxing men in proportion to their ability to pay, not in such a question. It n·ould depend, perhaps, upon whether tho 
proportion to their ability to save or to innst. Senator would consider himself to be a professional politician 

:.ur. CRAWFORD. Mr. President, that is simply wiping out or a statesman; I do not know. 
the discrimination-and it is one of the subjects of actual, l\Ir. ·wiLLIAMS. Really, I consider myself a statesm~n; 
actiYe, growing interest in this country-between the lmrden but that is an income tleri;·ed in the manner described in 
that shouicl be imposed upon property, upon capital, and that the amendment of the Senator from f>onth !lakota, and it 
which snould be imposed upon the character of service that is would be exempt under that very amendment. 
so closely lin!;:ed with humanity th,~t you can not separate it. .:iir. CRAWFORD. .:iir. Pre~ident, 17ill the Sen;;tor permit 
Yon can not judge a thing by stating an extreme case. After me? 
three-fourths of a century and at a time when the most popular nir. BH.I.~DEGEE. Certainly. 
mil!istry that was ever in control of the Gonrnment of Eng- ::\Ir. CRA. \YFOHD. That langunge is identically the same as 
land, the one ,vhich has reached out and reached into the hearts the language in the income-tax law of Great Britain, e:s:cept 
of the masses to a greater extent than ever before, led by Lloyd that, based nron it, they levy a lo\Yer rate on snch incomes in
George, makes this discrimination; the Senator from :Missis- stentl of exempting t11em. The amendment which I dt~w. in
sippi thinks it is wrong in principle. I belie,·e it is ~·ight. . stea(l of differentiating in favor of a lower rate, I admit \Yent 

.:ilr. WILLIAMS. Money is as much property as Is anythmg too far in exempting them; but the language "claimed and 
else, and when a man earns $20,000 in money during a year be pron!!i by any incliviclu::,l to haYe been immedhttely and tlirectly 
has got that much property. derived from the verwnal exercise by him of a profession. trnrle, 

.:iir. BHANDEGIDE. l\Ir. President, I realize that, as the or Yocntion" is literally copied from the clause in the Eng!ish 
Senator from South Dakota [~Ir. CRAWFORD} has stated, the statute as it avpears in Prof. Seligman's book. 
amendment which the Senator submitted yesterday is not JI.Ir. WILLIAMS. That does not help it, so far as this qnes· 
strictly the pending amendment, I assume, for action at the tion is concerned. 
prcsei1t time. . ::\Ir. CHA\YFOUD. It helps it in tl1is way, that it is being 

:Jir. CRA. \VFORD. No. :iHy statement was that I had offered successfully operated in England, nnd Prof. Seligman says in 
a resolution. I do not know whether the Senator was here at his conclusion that after years of evolution the British system 
the time, but the resolution has been read and laid o>er. is the mcs~ perfect income-tax system in the world, and that 

~fr. BRANDEGEE. I was here. while in Gladstone's time, a generation ago, it created ho;>tility 
}}Jr. CRA \V.E'OHD. The two are simiJlY related to this sub- and bitterness, now it is accepte..l everywhere and will remain 

ject, and so I thought it wouhl not be imprope1: for the l?enate for all time. 
to say whether they should not direct the Com1mttee on Fmnncc Mr. \YILLLDIS. ·whether it is the English la\Y and whether 
to consider the questions there suggested and report· to the Sen- or not the English law is a good law is not rele,.ant to this 
ate whether such a discrimination in favor of vocational income QUestion. The question, is whether we want to st,'.rt a syste;.u 
as against property income should not be observed in this bill. of taxation in this country that will ex:.empt the incomes ot 

I realize that the amendment which I hastily drew yester- lawyers, doctors, roliticians, and others-:-n.ll inc->rues that como 
dny, where the. exemption was made broader than it ought to _be, directly from personal services, iYhether for the Gon~rnmcnt or 
is imperfect; I was conscious of the fact that it wa~mperfect for somebody else. 
at the time but It was introduced to get the subject before the :\Ir. CTIA lYFORD. I should like to ask the Senator if he 
Senate. N~w,'as it is made a little more appropriate for gen- seriously asserts that politicians have an income? 
eral consideration by the resolution which I have introduced, Mr. WILLIA:\IS. Well, after they get through with the year 
I prefer to have the two considered together. th'ey have not mu~ll left. _ [Laughter.] 

Mr. BRANDEGEE. I do not at all, as I think, misunder- }Jr. BRANDEGEE. No nEt income. 
stand the situation. I understand it exactly as the Senator Mr. IYILLLDIS. But they ha ,.e at least had a salary anu 
from South Dakota has stated it. In conversation with the an opportunity to have an income. 
Senator yesterday nfternoon I stated that I thought the amend- J\.lr. BRANDEGEE. 1\fr. President, as usual, I seem to have 
ment was not as carefully drawn as the Senator himself would managed by skillful Interference to have projected myself iu 
like to ha•e it, and he said that it was hastily prepared and bet1veen two fires or between the upper and the nether millstones 
simply designed to bring the general subject matter to the at· and to occupy the floor simply in the capacity of a yielder. 
tention of the Senate, which has been accomplished. I do not disagree with the Senator from South Uakota at all, 

Now I will read the amendment in order that there may be and. if I had been allowed to continue consecutively, I would 
in the RECOBD, in connection with the remarks upon this subject, ha.-e stated long since, I thin!;:, e.-erything that lle has stated. 
the text of the matter we are discussing. The Senator's amend- I unclerst01nd perfectly well Uwt tlle lnn:;uage which he uses iu 
ment reads: ' !lis amenc1ment exempts incomes mnde by tl!e exertion of Iler-

Pro~·idcil further That In comJ.)ut!ng- net Income under subdivision 1 sonal effort, whereas the eqnh-alcnt la\Y in Great Britain 
of paragraph A of this section there shall also be rleducterl the amount, h 
if any. which is claimed and proved by any individual to h:.wc. been sim]lly imposes a lower rate of tax nron t em. 
immediately and directly derived from the personal exercise by h1m of I ~t:1rted to say tlwt I lmLl, so to spe:-tk, consit1erable offhand 
a profession, trade, ol .. vocation. sympnthr, without having bad a cl1anc:e to gi;-e it nny mature 

I think thet·e is a c-oo!l deal to ha ~:afi.l in fa.-or of the conten· consideration. with the idea t1;:1t the t\Y!) incomes were so es
tion of the Scnator~wlliclt is a~so sustained by the works of sentially ditl'erent in chnrnder, <'SI'cc:i:l! !~· in c•Jn;-;iLlcration of 
British origin upon the subject to which be has referred-that the sympathy we hare with people who llaye to stri,-e and 
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work in or(]er to live, as differentiated from those who, so to 
~>peak, are l.Jorn "·ith a gold spoon in their months and arc 
simply liYing on the efforts of tll'"ir ancestors-that I huYc con
siderable sympathy with the idea that there ought to be a 
difference at least in the rate of taxation. I am simply culling 
attention to the fact that the amendment of the Senator from 
South Dakota will exempt entirely from taxation eYcry in
come -deriYetl from personal effort, because the expression 
"profession, trade, or Yocation" includes eYery possible line of 
human effort. 'l'he amendment would exempt everything that 
was made by a stock gambler o1· a gambler in the "·heat pit. 
It "·ould exempt--

Mr. WILLIA~fS. If the Senator will pardon me, there would 
be one thing, and 011e alone, that would not be exempt under 
it, and that would be an inheritance or a legacy. The idea of 
taxing inheritances and legacies has much soundness in it, as 

··distinguished from income which one acquires by his own 
labor; but that is to be reached by an inheritance and legacy 
tax and is reached in nearly all countries in that way. That 
would be about all that would be exempt under that amend
ment, and inheritances and legacies are already quite generally 
taxed. 

l\fr. BRANDEGEE. Mr. President, what I said was that the 
amendment exempts a]Jsol utely everything that a man makes for 
himself. Of course, it would not exempt a legacy which some
body else made for him and gave to him. If a man's occupa
tion or vocation-for vocation means nothing but a calling-if 
his calling or occupation were that of a financier it would ex
empt enrything he made by underwriting and by financial op
erations in the course of a year that would be the product of 
his effort. Kothing can be imagined that a man can busy him
self about with a view of profit "·hich the amendment as 
drawn would not utte1:ly exempt. I know it is the intention of 
the Senator from South Dakota not to seek to do that, but 
simply to impose a different rate of taxation. 

In addition to what I haye already said, it occurs to me that 
it is not, and probably would not be, the perfectly simple ques
tion that at first blush it may appear to be, to "\Yit, to arriYe at 
a proper differentiation of the various merits of the different 
kinds of professions, trades, and vocations, in order to ascertain 
at what rate they should be taxed. The country doctor "·orks 
hard and makes very little compared with his efforts, and the 
efforts of the clergyman are more or less of a philanthropic 
character and he generally gets low pay. Many people "·ould 
want to tax them at a lower rate than they would tax the in
come of the great corporation lawyer or of the financier. 

So that enn the products of the indiYidual efforts of various 
men among them~clves might, in the opinion of a legislatiye 
committee and of Congre,s. require various shadings of taxa
tion. \Yhethcr tl!Cre coultl be an agreement ultimately alJout 
a matter of thnt intricate character I do not know; but I am 
quite wming, althotlgh I do not suppose the committee would 
care to enter upon the inYestigation now-I am quite willing 
at the proper time to Yote for the resolution requesting the 
committee to consider the question. and I will do so without 
any intention of being offeDsivc to the committee or of asking 
them to consider r.n~·tl!ing out of their jurisdiction or that 
.ought not to be considered at this time. I assume, howeYcr, 
that the committee v;oulcl not haYe either the i.ime or the in
clination, perhallS, to tal'e it up no\Y, but simp1 ~· to show the 
interest that I tal'e in the subject and as an eYillence of some 
degree of f,lith at lenst in the idea of trying to see if anything 
possibly could be eYolYell out of it, I should be happy to vote 
for the resoluiion introduced by the Senator from Soutll 
Dakota. 

liir. LODGE. ~Ir. Prc":itlent. the income tax as a mode of 
taxation is well recognized by all economists as open to two 
Ycry serious objections. One is the failure to differentiate be
tween unearnc'l an\1 earne'1 incomes. The other is the ease o! 
eYasion. It is one of the easiest taxes in tlle world to eyade. It 
falls with absoltr!:e certainty yery largely on tru.;;tees, \Yho llaYe 
to make returns. who in a majority of cases represent "·omen 
and children, antl \Yho can not eYacle such a tax. The eyasions 
of the income tax in England to-day-are yery large. The ta:s: 
also falls with full force upon the people who are the most hon
est in the community, while the shiftv and dishonest escape. 
In a wonl. it has all the objections that arise to any tax which 
in Hs nature is easy of eYasion. 

The other objection about earnell anll unearned incomes can 
be llartinll~- met, if not "·holly overcome. At least it is so 
thought in Englant1, anll I am not sure that \YC may not be able 
to learn sonwtlling from consi<1cring the systems of taxation 
of othei· countries. although my friend the Senator from llrissis
sippi doeR not seem to think :o;o. Speaking broadly, I believe it 
may be said Uwt all economi~ts recognize that a tax imposed 
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UllOn the earning capncity of a community ·is not theoretically 
tlJC best tax. It is inferior, for example, to the inheritance tax, 
which does not place a burden upon earning capacity and is 
certain of collection, owing to the fact that an inlleritance has 
to pass through probate offices and requires tile assent of the 
Goverimlcnt before it can be distributed. 

A bnrdm.: on the earning capacity of a community is a very 
serious thing. '!.'he earning capacity of a community, which is 
the motive po1\·er of prosperity, is something which it is desir- · 
able under every civilized goveniment to encourage. It is not wise 
to throw too lleavy a proportion of the burden upon the earning 
capacity of any community. The men 1\"110 draw the load should 
not be overweighted or disheartened. England has finally met 
this difficulty in a degree at least by differentiating between the 
tax derived from earned income and the tax derived from un
earned income; and I think this point will have to be con
sidered by us if we have adopted the income tax, as I believe we 
haYe, for a permanent source of national revenue. I think we 
must try to make the burden fall more heavily upon the income 
which is not earned than upon that which is earned, and the 
income, so called, which is not earned is yery large, so large that 
there need be no fear of an insufficient return. 

lHr. WILLIAMS. Does not the Senator momentarily lose 
sight of the fact that property is taxed in all the States? 

1Ir. LODGE. I m'iderstand that. 
1Ir. WILLIAiiiS. There is another consideration, too. The 

very people who will eYade an income tax are for the most part 
not those who deriYe an income from rents or from other prop
erty, such as bonds or stocks. Everybody knows what a dividend 
is, and everybody knows what a rent is; but lawyers, doctors, 
and other people have uncertain incomes known only to them
selves, so that there is naturally in the very working of the law 
when men are not fairly honest-the fairly honest man is going 
to act the same way in both capacities-already a discrimina
tion against the man who has the property. He has to pay 
State and county taxes upon his property, so that the man whose 
property consists in dollars which he earns in a year is the 
least taxed of all men. 

Mr. LODGE. The Senator, of course, understands that I am 
not adrocating the exemption of earned inco.wcs, but only that 
a hcaYier burden should rest on the une!n'ned than on the 
earned income. 

Hr. President, there is another question raised by the income 
tax, as provided for in the bill, which is to my mind far graver 
than that of differentiating between the earned and the un
earned income, and that is, making the exemption limit so high. 

I think a high exemption is Yicious in principle if it is made 
for any reason except that at the exemption point you go beyond 
the possibility of profitable collection. In theory, at least. 
everybod;r should pay his share of taxes, especially in a POlltllar 
government. I know well the great objection to making a lower 
exemption than that established by this bill. The fatal objec
tion is that to do so is unpopular. But I believe in the long 
run it will be seen that it has the best and only enduring 
grounds of popularity, which is justice. 

Of course the men of small earnings and small incomes pay 
taxes to the GoYernment of the United States in the intlirect 
form, nnd one great objection to indirect taxes, so excelfent 
economically, is that people do not realize fully that they are 
paying them. Tlle tax which the man pays over the counter is 
the one he realizes. \Yhen he "·alks up to the tnxgatherer in 
his to\Yn and finds that his rate has been raised he takes an 
interest in the mlministration of the business o::' the town. But 
as to the indirect tax, the tax that the m::tn Jl<lYS on alcoholic 
liquors, if he chooses to drink, or the tax tlw t he pays on 
tobacr:o, are not only indirect but Yoluntary taxes, nnd he does 
not know, as a matter of fact, "·hether he pays them ot· not. 
He. pays them, but he does not feel tllcm. The difference, 
moreoyer, bcty,·een what one man consumes and what another 
consumes in the way of food ancl drink and tobacco and 
raiment is not -rery great, for the power of consumption of the 
incliYidual can not yary very largely, and he who Jiyes and 
chooses most expensiYely pays most in taxation. But this tax 
which we arc now imposing for the first time is a direct tax; 
and this country has hardly kno1\·n direct taxes except in times 
of 1var. 

A man who llas $1,000 income pei· annum allll pays, as pro
posed l.Jy tlle Senator from North Dakota, $1 a year as income 
tax to the United States GoYernment is not. I think, bearing 
too heavy a burden, but he is realizing what his Government is 
doing, which is of enormou::; v:tlne am1 makes him thereby a 
better citizen. He realizes tllnt he is reS]Jonsible for the Goy
ernment as neYer before. There has been no greater mi::;for
tune to this country than what we llaYe cecn in eyery grPut 
city, and that is Uwt the men who ]lay no taxes spend the 
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reyermes. The result is ineYitably extr:wagance all(} corrup· 
tion. Me~1 are al\Y;~ys re~lt1y to spend some one el~e·s money. 

Look at the lli:-ctory of our municipal governments. They 
are not a ;;t'llkd of pride to any American. But if eyery man 
in tho:'e C(\.;uunmi lies h:lcl paid his tax, if it ,,.,,s only G cents, 
anll if lie kuew that if the money was extrayagantly spent it 
might be 10 cents, lle 1voulJ ha ,.e had more care about spend· 
ing the public money,. about the men he elected, and about the 
administration of his local g01·ernment. One great reason for 
the extra 1·agance 1ve have had in our Xational GoYernment. 
in my judgment, arises ft·om the fact that almost all our reY: 
cnues h:ne been miseu by indirect ta~;:ation. 

I want the man with $1,000 to pay his dollar or his 50 cents 
or his 2G cents, if you wisll-I <lo 11ot care llow ~m:!ll you make 
it-so that he mny keep his eye on the Xatio:1al GoYcl·nrnent in 
·washington. If you mnke the ruan contribute out of his 
pocket to the maintenance of the Goyernment and know th:tt 
he is doing so, he will take the interest he ought to take. He 
will watch his RepresentatiYes anLl Senators; he \Yill look at 
the national appropriations. In my judgment it tends to good 
goyernment, to grca ter economy in expencli tures, to less waste 
of money, to Ow expenditure of money in such a \Yay as to se· 
cure the best return. I belieYe, moreoYer, that it is in accord· 
ance with eYery wund historic traditional American doctrine 
that I haYe enr learned in the history of the country, and I 
think it is as solmd a doctrine now as it eYer has been, that 
every man should pay his share for the support of the Goyern
Inent which he helps to create. 

I am not obiiYions to the fact that many of those who can 
best afford to pay haYe escaped and are escaping their sbare 
of taxation. We know that this eYil exists enr;>\Yhere, from 
our towns to our J:\ution. But that does not alter the nrinciple 
that eYery man, no matter how trifling his contribution, should 
pay his share of th€ exp~nse of carrying on the Government 
that supports and protects him. 

This brings me to the other important point in the considera· 
tion of the imposition of an illCome tax. The Senator from 
Mississippi [i\Ir. WrLLLnrs] said yesterday-and I was e:x:
tremely glad to hear him say it, because I think it touches a 
very Yital ·question-that when taxes were imposed simply to 
take money from a man because he was rkh, and for no other 
reason, the pca·ty tlwt would do it would cease to be the 
Democratic Party and would become a party of communism, 
and perhaps something worse. It will be an evil day for us 
when we enter on confiscation of property under the guise of 
taxatioiL What we want to do is to raise money for the sup
port of the GoYernment in such a \\·ay that we shall make those 
pay most who can best afford to pay. I know that we are far 
short of that st:muanl now. But I remember that among the 
Ill any wise things l\fr. Lincoln said was this: That you could 
fincl fault with any tax as to its incidence, as to those who 
escaped it, .as to its unfairness, as to its burdensomeness, but 
that if we stayed talking about it until we got a l)Brfect tax 
w~ never should raise any revenue at all. 

Xo tax can be perfect; but it should be the effort of the Gov
·ernment and of the taxing power to impose the tax. if it be an 
income tax, so as to raise the revenue in the largest proportion 
from those who can bear it best. But let us beware how we 
enter upon taxing on the ground that we want to punish some
body because he has money. If he h::w~ earned his money im
properly and un1awfully, by oppression and e.:-.:tortion, he is a 
subject for punishment under other laws. That is a question of 
the method of accumulation, as the Senator from Mississippi 
said yesterday. But to have the Government undertake, for 
·dndictiv€ reasons, to punish a Illan simply because he has suc-
·ceeded and has acclmmlated property by thrift and intelligence 
'and cha1·~cter, or has inherited it honestly under the law, is 
entering upon a dangerous path. It would com·ert this tax 
from the imposition of a tax to the pillage of a class. That I 
think is a very dangerous ground to enter upon. 

Very rleh men, large properties, are no new thing in the 
world. You ·have but to turn to the history of Rome at the 
time when it passed through the form of a republic to the form 
.of an empire nnd see the enormous properties which were then 
held by single individuals. Yon can read of it in Cicero's 
familiar letters to Atticus, who was one of that class. 'l'here 
were enormous fortunes then; there ha>e been enormous for· 
tunes under e'>'ery commercial ciYilization from that day to thls. 
.Whut distinguishes our time is tbe colossal size of the fortunes 
which haYe been accumulated in this country. because we haye 
bad the greatest opvortunities, l:uger than e:;:ist :mywlll're else. 
But huge fortunes-huge beycnd :.myi:lling the \Torld has ever 
dreamed of hit:l!erto-ha 1·e in these tlnys been amassetl every. 
where. Undonbteclly they constitute, in some ways, a menace 
to fret>, orderly, constitutional goyernment. Tlley :ue often 

I,'Tossly abn~ed. 'l.'lley aroes" rri1 pa;.;c:inns. rm1oubter11y they 
are a danger. 13ut the chuger i~ nne nwt is nof goin~ to bt! 
successfully met by allo>Ying: a l'iJirit of Yindicth·eness to enter 
in, aDd to sa3· broadly that a m:m. whether innocent or ""Uilh· 
mnst be pnui3lled tl1rougl! the taxiug power L•f the Go\·et:~une1;~ 
for merely posse~ sing property. :\Iake llim be:1r llis fair bur
clen, by all means. I woulcl put tlle burden especially heaYily 
on the income that is unearn0d: but I \Yonlc1 not set a class 
apart ~md say tllry are to be pillaged, their proverty is to be 
confiscated, in Ol'lkr to ~~cin, r:erLnp:>, for myself or my party a 
brief and fleeting popularity. We shall thereby come too near to 
that \Yhich proyed the dO\Ynfall of the noman Republic, when 
the one cry for the man who cllose to raise himself aboYe his 
follows nud to gain great power \\·as to promise, "Panem et 
circenscs." The man IYho 11·ould gi\·e the bread ancl the games 
was the man who attained lJOIYer, ancl it is easy to driye men 
to this i1' they hnYe to choo~ between that and ruin. 

I do not \nnt ~o see n:a t class built up in this country. I do 
not wnnt to see 1ts memoers forcc-d into that P'Jsition b\· beino
huntec1 like wild beasts_ I want, just so far as intelligence .:tnd 
ingem1ity can clo it. to impose this c1ireet tax so that it will 
fall most he:1vily on these best able to boar the lnmlcn; but I 
\Ynnt it done in O!'L1er to raise ;:eyenue for the Gon:rnmeut of 
the T;niteu States and for no other purpose. I do not w~mt it 
done in a spirit of hatred to a man merely because he happens 
to haye money. 

I know the present tone is that nny man \\·ho has money is 
prima facie a criminal and that any man who has been success
ful in any way falls under suspicion. But there has be.an .in 
this country for many years, and there iii to-c1ay, in my judg
ment, a great de:~l of honest success lwnestly won. There lk'lYe 
been great fortnnes honestly made and \\·ise J:· and bene>olently 
distributed. I do not belie,-e J .. mericans of that class are all 
gone. I think this country is full of honest men mnking large 
incomes in business or at the b.:tr or elsewhere, and maldng 
them honestly and fairly. I think they nre entitled to th€ fruits 
of tlwir success, and they as a rule bear the burden of thetr 
duty to the commtmity generously and well. It will be an ill 
da;r for this cotmtry when we raise the cry that success hon
estly won is to be punished; that money honestly gained is the 
badge of criminality: and that we are to go to the people of 
~,he United States in the search for popularity, and say to them: 

Follow us. We will plunder the people who have got the 
money. You. shall spend it, and it will not cost you anything." 
That is a dangerom; cry to raise in any country, for when voo 
unchain that force you can not tell where it will stop, and in 
your eagerness to destroy property and rob men of hope and 
ambition you may bring your boasted cinlization down in 
ruins about you. 

This GqYernment was founded in justice and in belief in the 
ir.dlYidunl man. Of that ThoiiJus Jefferson was the great 
apostle. I believe we are trenching on ver- dangerous ground 
when we assume that if a mun has succeeded, if a man has 
accumulated wealth honestly and fairly, therefore he ought to 
be brought to the block and punished for tl!e mere fact that his 
brains and his character and hls work and his self-control have 
enabled him to ris€. 

Success used to be held out as c;_,e pri:w for every American 
boy. ~ow we are holding out to him the suggestion that he 
can not reach success without pursuing deYiOl<S ways, and that 
if he does attain success, if he does amass a fortune, he is to 
be an object of suspicion to all his fellow men. 

Let us impose our tax in the best and justest way we cnn. 
Let us do it in such a way as to make those pay most who can 
best pay. Let us do it to raise revenue. Do not let us do it in 
order to gratify hatred and malice and all uncharitableness. 

l\Ir. BORAH. Mr. President, in IllY judgment if anyooe 
should undertake to organize a movement in this country for 
the purpose of attacking a man simply because he was suc
cessful,. or discriminating against a man or men lleca use they 
were successful or because they were the 11ossessors of wealth, 
he would find himself in a very short time the most unpopular 
:man in Aillerica. 

I do not know, from my limited reading, of n country in the 
world where there is so little feeling against n Illnn simply 
because he possesses wealth as in this country. I do not know 
of any cou.utry wht!re the people are so tolemnt of success, and 
are always so \\'il:ing .and anxious to congratulate a neighbor 
or n friend upon his success, as here in this country. 

I do not belieYe it is popular in this country to take the 
opposHe view, and to assail wealth because of its existence,·or 
to t:.ssail a man b;;eanse he bas beE'n sucee"!sful in gathering. 
wealth. I think the Senator from .:\lassachusetts hns pictured 
a condition which does not exist in this country at all. He 
has painted in lurid and fr::tful outlines a scene wholly un-



1913. CONGRESSIONAL RECORD-SENATE. 3841 
Imovm to American life. I do not believe there is any feeling 
upon the part of the people which would encourage men to 
gather about one who is following the course he has indicated 
men might be following now for the purpose of securing popu
larity. But every time there is an effort upon the part of 
anyone to bring the men of means anti of great wealth within 
the rule that obtains with reference to all other men, the cry 
of the demagogue is raisetl, and the men who undertake to do 
it are immediately assailed as appealing to popular prejudice. 
It is an old cry. Unable to meet the arguments of justice, unable 
to eonfute the logic of equity, they draw their phylacteries about 
them and prouuly withllraw from the demagogue and the shout
ing populace. 

'.rhe effort to bring into subjection aml under the rnle anc1 
control of the law those who have obtained such power and 
such influence as, in many instances, to enable them to ignore 
it, immediately lerrds many people to suppose that it is being 
dono solely for the purpose of popularity rather than for tho 
purpose of enforcing the law as to all men, rich or poor, great 
or small. I do not know of anyone who has over ad,ocated an 
income tax or an exemption upon the theory of punishment, or 
tlpon the theory that some shoulcl pay taxes and others should 
not. The men 'vho h~tvo given their lives to the study of this 
question, who do not deal with the populace, who do not deal 
with popular prejudice, who ask no favors at their hands, who 
seek no votes from them, will be found to sustain the position 
of those who advocate a reasonable exemption in an income-tax 
law. 

I challenge the Senator from ::'.Iassachusetts and those who 
view the matter as he does to point me to a single great 
nublicist or writer upon this question who does not bear out the 
statement I ha"l"e made. 

The income tax had its impeh1s not with men seeking popular 
favor but in a thorough, conscientious, persistent in,estigation 
upon the part of those who have gone to the sources of in
formation and haYe studied the statistics which are available 
from almost all the countries of the world. I could quote many, 
_but I am going to quote a short paragraph from one who occu
pies a most eminent position in one of the great universities 
of this country, and who, I presume, cares as little about popu
lar favor as any man v.-ho could possibly be called into this 
discussion. 

He says: 
Under existing conditions in the "Cniteil States the burdens of taxa

tion, taking them all in all, are becoming unequally distributed. and 
the wealthier classes are bearing a gradually smaller share of the 
public burden. Something is needed to restore the equilibrium; and 
that something can scarcely take any form except that of an income tax. 

In the State which the Senator who has just spoken has the 
honor to so ably represent it was discoYered a few years ago 
that the assessed valuation of all the· real estate amounted to 
$2,000,000,000, while the valuation of all the personal property 
in the State, according to the assessment, amounted to only 
$500,000.000. In other words, as I stated yesterday, this class 
of property escav.es taxation in spite of all the ingenuity of 
man to bring it within the law, and an honest effort to make it 
bear its proportion of the burden is not to be whistleu clown the 
wind by the assertion that those who advocate it are appealing 
to popular prejudice. I seek to punish no man because of his 
wealth. I honor the man whose genius, coupled with honesty, 
gathers well of this world's goods. But I would count myself 
recreant to the public senice if I did not s~k to so shape the 
laws of my country as to mete out to him the same obligations 
as rest upon the unsuccessful or the penniless. It is not dema
goguery; it is the fundamental but forgotten principle upon 
which this Government was estnblishec1. 

Two or three very large estates have been probated within 
the last three months In a single city of the United States, one 
of which was probated for $87,000.000 and the other two for 
$100,000,000 each. What percentage of their income or what 
rate of tax did they pay to the National Government? Every 
man should pay a tax to his government. Of course he should. 
To state that is to state a rule as fundamental as the Ten 
Commandments. But does not every man in this country pay 
a tax? Does anybody escape it? 

The only logic of the Senator's argument is finally to accept 
direct taxation, exclusively and alone, as a means of raising 
taxes. When we shall adopt a system of direct taxation, exclu
sively and alone, I will join the Senator from ::'.Iassachm;etts in 
putting tho exemptions down to a very low figure. I3ut I insist 
now, as I have insisted before, that so long as we raise se"l"en
eighths of our revenue by another method and only one-eighth 
by direct taxation, it can not be saicl that any man is escaping 
taxation. Neither can it be said that in giving a reasonable 
exemption we are exempting a class, for that class supposed to 
be exernptell have already paid more than their proportion. 

The Senator cited the cnse of eity governments as extrm·a
g~nt. Do they have a system of indirect taxes to any extent? 
n ho operates. and runs, and -who is responsible for these 
e~trav~gant c;ty ?overnments? Take the city govern~ent of 
!'ew Y.ork. ~ot~·Jthst~~nc1ing its ;":rC;lt cxtraYagance, as exhib
Ited by the fi,mes which I read in the :i\'ew York Sun a few 
days a_go, does aJ_tybody suppose tlmt the men who are really 
managmg the busmess affmrs of Kew York are the poor people 
upon the streets, to whom the Senator refers as the authors of 
extrav::tgau~e? Certa~nly not .. 'l'ho men who are opcratin" :ma mana6mg the busmess aff:nrs of the city of Xew York nr;, 
1~1 a large measure, of t~1e same class of men for whose protec
tion tha Senntoe pathetically pleatls. 

There is ~ufficient incentiYe to economy npon the part of the 
man of ordmary means in this country by reason of the taxes 
he already pays. ·where does the dem::mtl for increased ex
penditures come from? Has any Senntor undertaken to satisfy 
himself from whence nriso these demands for incrcnsecl expenc1i
turos? Do they come from the man upon the street or upon the 
farm or in the shop or the man of limitecl means? ·when there 
is a cry to raise salaries or to bnild embassies or to increase 
expenditures in one way or another. from whence comes the 
support? Tho great support comes, nine times out of ton, from 
those whose properties are paying practic:1lly no tax at all to 
the National GoYernment. There is little 1lisposition to extrava
gance upon the part of the masses. They are not askino- for 
such expenditures, nor have they shown any llispositio~ to 
increase expQnditures ancl put the burden of the increase upon 
the· werrlth of the country. I hmre seen no disposition of men 
of small means to vote taxes. I have always noticed that in 
matters of local expenditure, in mutters of new taxes, in mat
ters of creating new offices, that the general voter is very slow. 
Extravagant dem:mds haTe come from those who feel that how
ever great the burden they will pay no more out of their abun
dance than their neighbor pays ·out of his less fortunate allow
ance. 

It is not necessary, :\Ir. Presiaent, to add !'omething more to 
the burden of the man in the field or shop in order to interest 
him in the question of economy. Tho effort of those who have 
been here advocating the proposition of a .1/:Casonable QXemp
tion and a reasonable graduation is based not upon the design 
to phnish, but is based upon the principle 'vllich is the founda
tion of all just taxation, that men shall pay in proportion to 
their ability to pay. 

Will the Senator from :\Iassachuselts or anyone else under
take to demonstrate to me that the wealth of this country is 
paying as much tax to the support of the :i\'ational Government 
in proportion to its property and its income as the one who it is 
said we are appealing to for popul:u faYor? Will they take 
the statistics of the past which may be guttered and under
take to show that he is not now meeting more than hi;; pro
portion of heavy burden? Until they do that their mouths are 
elost'd and they are estoppeu frorn challenging the good faith of 
thosE' who advocate a reasonable exemption in this kind of 
taxation. After a man pays the tax which he must pay on 
consumption, then give him a chance to clothe :mel educate 
his family and meet the obligations of citizenship and prepara
tion of those dependent upon him for citizenship before you 
add any additional tax. That is the basis of this exemption, 
and it is fair and just to all ::md toward all. 

l\Ir. WILLIAliiS. J\Ir. President, I want to express the hope 
that we may now go on with the bill. This is a purely ncademi
cal discussion which has been talcing place between the Senator 
from :i\Iassachusetts and the Senator from Idaho, and is espe
cially academical at this time. There may be great merit in 
the argument of .the Senator from l\Iassachnsetts some of these 
days. but not now. The reason why there is not great merit in 
it now is because while it taxes these people with indirect taxes 
of various sorts these things should be left for son:w day, when 
the good clay comes-the golden day-when there will be no 
taxes upon consumption at all except upon whisky and tobacco 
and wine and beer and things that are considered harmful, and 
no import duties at all except countenailing duties to offset 
them, and when everybody will pay in proportion to his income. 
It might then be well to reduce the exemptiorl'()t to do away 
with it, so that a man with $5,000 "·oultl pay his $50, or what
ever it was. and the man with $500 would pay his $5, and the 
man with $50 would pay his 5 cents, and the man who got 
but G cents would pay his l cent, and call it the people's pence, 
like Peter's pence, and let everybody pay his share. 

But it is absolutely acatlemical at this momeut. It is not 
doing any good to cmTying on the legislation of tho Senate, aml 
it can not be even intelligently discussed until \Ye got into au 
entirely changed condition of things. So I ask that we may go 
on with the bill. 
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i\Ir. \VARREX. Mr. President, I wisll to ask a question, not 
of an acatlcmical nature at all. Anc.l if the Senator is not t0o 
much in haste I want to say, before I ask the queslion, that I 
am one of those who voted for a constitutional amenc.lment to 
enable the Go.-emment, \\·ithout fear of former constitutional 
limitations, to provide for an income tax. I w,,s one of those 
who Uwn l!e!L~\·f'd all(] I am one of those ''"llo now believe that 
an income tax should be alto;:;etller, or, if not altogether, pretty 
much retained as a reserve resource. I am one of those who 
belicYe that customs lluties and tile internal-revenue taxes ought 
to support the ordinary ~:xpenses of the Government. I think 
they slwuld be so lel"ietl as to harm nobody and to protect and 
encourage industrial pursuits, in order to enrich and not im
JlOI·e;·ish the 11eople; and the matter of an income t;n could be 
lyin;:; !Jack in reserve, with the necessnry macLinny ready, if 
you please, so th~t in time of war or great stress we could im
mediately, as the Senator from l>Iississippi llas saill, enlnr::;e 
ancl proYicle the necessary aclclitional reYenue. 

nut there nre some questions which arise in my mind; it n:;ay 
be because I llaYe not :rd sufficient gr;<sp of the bill. I recall 
with regret that one of the matters which has been before this 
bod,· and !Jefc!·e the other body eYer since I can remen:;ber, and 
the{i some, is the election of Senators by the people. Finally, 
after yen rs ancl years of strug~::le and debate nml profonntl con
sidera'tion, we legislated, an~l- c.!most within the twinkling of 
an eye we are in tlle midst of trouble in the matter of knowi~.:.g 
how to a].ply that measure to existing circumstances or know
ing exactly what the law means. There is an eminent man 
rapping at the door here for n seat in the Senate; he is worthy 
in eyery way; and the liYe question is, Under what circum
stances and unc.ler what interpretation of the law can we per
mit 111m to take his seat? With that election-of-Senators law 
whicll we ha\"e just enacted witll so much cnre and which 
caused us to listen hours and hours to constitutional speeches 
upon the matter. we are hung up in the air by a seeming!y sim
ple matter follo\\·ing a hnp]lening that may occar ag,"\in at any 
moment in the denth of a Senator and the filling of a vacancy. 

1\ow. we may meet some Yery awkw:J.rcl situations in doing 
real business under this proposed ir:;.come-tax tariff law unless 
we most carefully perfect the measure before its passage. The 
other day I hnppenecl to be doing some business with the presi
dent of a trust company. ;u~- connection with that company 
had been where tlley had aded as trustee for bondholders of 
certain small corporations which others, "·ith me, had bonded, 
and while it did not come up in the nature of a complaint the 
president nonchalantly asserted that unless the pending bill is 
changed in some manner he feared it would be very awkward 
in its application to tn.st compaaies and to those who have the 
distribution of illOney collected for the coupons on bonds, and 
so fortll. For instance. as lw sai<1. his company collected or 
paid a great many coupons on bomlOll COllllJUnies. 

l'rir. WILLIA~IS. Bonds payable to bearer? 
Mr. WARREN. Sometimes they are registered and some

times they are payable to bearer. They are issued or indorsed 
both ways, as the Senator knows. A man up in \.Yasllington 
or Oregon sends down tlle coupons here, and, as we understand 
the law, we shall be compelled to enter upon our books collec
tions as an account, with names of all collections and pay
ments, and if we do that it means 30 or 40 or more extra 
clerks; we must then notify tlw parties in interest that the 
money is there. Then we sllnll have to haYe proof from him 
that it is duly accounted for i!1 the way of an income tax, or 
else we shall have to subtract aug,. pay here and enter up 
accordingly on our books. 

Have the Senator nnd those who work with him thoroughly 
canvassed that situation? They did very much for it. I clo 
not say they have not, but I want to know whether they have. 

Mr. WILLIAMS. I think we hnve. 
:\Ir. WARREN. I want to say to the Senator that it seems 

to me "the way to correctly figure out a bill is just along a 
proposition of that kind of how it will apply absolutely in 
actual business. All of us remember the old farmer snying 
that "the proof of the pudding is in chewing the string." · 

The Senator can see what an awkward situation there might 
be if somebody sends down a little package of coupons to be 
collected and Intended to be applied to paying an obligation 
of his own, and he had to be hung up until he could go before 
some United States officer and make proper a11illavit and haye 
proper papers executed and sent down here nt an expense 
perhaps that would eat up a large portion of tllat income. 

l\Ir. GALLIXGER. I will ask the Senator if coupons of that 
nature are not usually sent through the banks? 

Mr. WARRE.N. Tiley are often, but in that case I can harclly 
see how it makes any difference. Somebody must be respon
sible to the Government. It may be the trust company in New 
York, it may be in Chicago, or it may be nearer home. I 

1 

am only raising this inquiry for the lllll"[Jose of ascertaining 
whether that side of tile o<nwliou ltas boon fully consiclercl1. 
If not, I hope it may be. 

1\Ir. WILLLUIS. In answer I will say to the Senator it 
gnYe us a great deal of trouble and it ga Ye those ill the House rr 
great deal of trouble. We 1vere face<l ""illl the qn0stion of bein" 
certain that they got the ren'lllW, ntlll 1vc were al~o faced with 
the question of deducting at Uw source, ""llicl1 is the cause of 
all the trouble, of course. 1\'e a<lopted that system because we 
discoYered tlwt in Great Britain alll'! elso\\·hcre 1vithout rais
ing the rate it increasCll the rorcnue Yory m ud1, a llll also there 
were less eYasions uncler it. Ire adovtcLl generally the principle 
of dellucting at the source. 

~Ir. \VARHEX. The Scnntor \Yill sre that if it should be 
r:ecessary for the banks and tlw trust companies to carry a 
line of_ accot~nts or_1on. pt:rposely for this, and employ more help 
~or clom~ tlus busmess, 1t woulc.l be a largot· thing than a great 
mconY~mence to the owners of su<:lt securities, because the 
collectmg a;:;ents would seek COlllJK'nsa tion for extra sen·ice" 

Mr. \VILLLDIS .. Tllat is wry true; it will increase'" the 
amount of bookkeepmg by vaying at tlw sonr\:e. It is unfor
tunate, but it can not be twoidecl. 

~Ir. IVARREX Can the Senator ::tYoil1 all th" delay? 
Mr. WILLLUIS. The tax is paid nt the soun:e. Then if 

the taxpayer is not subject to the tax he makes a statement to 
that effect before tlw tax is actually paid if he chooses. or tlw 
company could make it for him, or if it is paid before any state
ment is made,. the~ he becomes entitled to a refund of it upon 
a proper showmg 1n another clause of the !Jill. Of conrse von 
cnn not hn Ye an income-tax law upon the prindple of declu'ction 
at the source without throwing ;,ome extra burdens upon tlle 
people who pay tlle tax and haYe the people make a statement 
to the other Deo11le as to what they have done. To that extent 
the complaint is just, but it is una voidable. 

.i\Ir. WARREX I think I see in illis explanntion of the Sena
tor a good deal of delay and a good deal of expense. Is the Sen
ator quite sure that tho subcommittee has exh;wsted all its re
sources in reducing thnt to a plainer moue of handling"? 

l\Ir. WILLLUIS. Yes. 
Mr. IYARREX. Because if eveiTone must wait until the 

proper proof is presented and all these records are to be matle. 
I can see that on a 4 per cent bond or a :n or G per cent boul1 
a very large percentage is going to come out of tlle income. antl 
it goes not into the Go>·ernment's hands, but into ex1Jenses. 

Mr. WILLL\..;)IS. I was trying to find the provision here. I 
can not lay my hand upon it right now, but when "·e do "et to it 
I will explain it fully to the Senator. I ~houlcl like to \·encl it 
now. 

l\Ir. WARREX I hope the Senator mny, before the bill 
passes, give it further consideration. 

l\Ir. WILLLDIS. That matter has had our full consideration. 
We hacl hearings upon it which lastec1 quite awhile. It gaYe me 
personally a good deal of trouble aml embarrassment and it 
did to the committee. ' · 

Ilfr. SHER:IL'>.N. ;)Ir. President, I appreciate the difficulty 
in which the Senator from ;)Iississippi finds himself in framing 
what would be entirely satisfactory to those interested in the 
trustees. and I think he is entirely correct in saying that in 
many of these things a workable or more perfected form of the 
law will not be had until we ha l"e triell it a while. I am not 
disposed to be at all critical in the matter. 

::\Ir. WILLLDIS. Just one word. 'l'he Senntor from Wyo
ming will find whnt I was referring to is in paragraph D of 
this section. 

l\Ir. \V.-\RREN. I understand. 
::'\Ir. WILLLDIS. It begins on page lT::!, at line 17. I think 

if the Senator will read that entire 11arngraph he will find the 
matter about as well taken care of as is possible with the 
li,mited ability of anyboc.ly to entirely ai"Oid the absolute im
possibility of throwing some extra labor UIJOll those who must 
make the stntewents in order to pa,- at the source. 

i\Ir. WARitEN. I notice with pleasure this change from the 
original bill, but I hope tlle Senator "'ill again still further 
elucidate it. 

::'\Ir. SHER;)IAX l\Ir. President, the discussion originally be
gan on the amendment offered by the Senator from South Da
kota [;)Ir. CR.I.WFORD], as I remember. I wi.;h to recur to that 
for a brief moment. 'l'lle critici;,m in the application of the 
principle embodied in tllat amendment is that it taxes the tllrifty 
and exempts the prodign!. The same criticism I am aware, and 
I know it is one of the clifliculties, woulc.l apply to tile savings 
of any actil"e verson. If the sa l"ings be out of prorJet·ty income 
there would be at the end of the year a surplus deriyed from 
that income, and that in turn invested would become principal; 
the principal would produce in turn income, and so on, in
definitely. The earnings of any per::;on from any occupation or 



1913~ 3843 
profession -woul<l, if not 'spent in like manner, become principal. Mr. CU;)L.\!I~S. l\Ir. Prc~ide;1t, before we c:o further 1dtli 
If b:v professional effort any person should earn a given sum the bill I w:mt to make a su;:gestion to the Sen::ttor from ~Iissis
nnnually and he spends half of it, he saves the other half. The sippi ()Ir. WILLIA11S]. I make it through the medium of an 
half so saved in turn becomes principal. That principal is amendment, which I now propose. 
property. The savings from the income by professional effort I move that all that part of paragraph markccl "B.'' um1er 
or by any form of skilled labor or unskilled by hand becomes subdivision 2, ou pa;;c 1G7, down to and including the word 
property. At the end of any given period that saving is a prin- "descent," in line 13, be stricken out. 
cipal, and any income derived from it is an income from prop- I want the Senator from :Mississippi, the committee, and, in
erty not an income from the earning capacity or the personal deed, all the Senators on the other side of the Chamber to under
ablllty of the taxpayer in question. So, in every instance it stand that I offer this amendment in a friendly spirit. I am 
comes finally to the same result. I can see no criticism in the quite as much in favor of the income tax as any of them can 
application of the principle embodied in this amendment be- possibly be. . · 
cause of that reason. It ought not to be forgotten, however-and I am now speak-

! b2lieve in tlle classification that we, have to make it is a. ing to the lawyers on the other side; I want to make a lawyer's 
just classification to distinguish between those who have in- argumeut and not to raise at this moment any question of 
comes from fixed investments of property and those who have policy-that the authority of the Congress of the United States 
incomes from earning capacity. That is the point involved in with regard to this subject is not unlimited. Our power is not 
the amendment offered by the Senator from South Dakota. like the power which Great Britain exercises over the subject_ 
That distinguislling difference consists in the source of the It is not like the power which the several States exercise over 
income. The one is a stable, fixed investment in the form of the subject. It is a power granted in article 16 of the Consti
property, either in the form of credits or in the form of tangible tntion, and I will read it: 
property, either merchandise or realty, or any of the different Congress shall have power to lay and collect taxes on incomes, from 
forms that personalty asBumes~ Those investments that pro- whatever sou~ce derived, without apportionment among the several 
duce' an income from a property source I think are vroperly to States, and Without regard~ any census or enumeration. 
be distinguisheu from those arising from the eaming capacity Our authority is to levy a tax upon incomes. I take it that 
of the iniliYidual. A public officer, an employee, one ,-:ho earns e>ery lawyer will agree with me in the conclusion that we can 
by profe;<sional ability, an architect, a musician, a l:lwyer, a not levy under this amendment a tax upon anything but an 
doctor of diYinity, a doctor of mediciue, all are earning because income. I ussume that every lawyer will agree with me that 
of their personal ability. we can not legislatively interpret the meaning of the word 

I think the distinguishing line is as indicated in the amend- "income." That is purely a judicial matter. We can not en
ment. "When there is a perfect Go1ernment tax rate it will be large tl2e meaning of the word "income." We need not levy 
very low or reduce:l to a point where none of us will complain. our tax npon the entire iucome. \Ve may levy it upon part of 
Every taxpayer is an involuntnry victim of the nece>:sities of an income, but 'IYC can not Jeyy it upon anything but an income; 
government. 'fhat "~>'ill continue until the time when goYern- and whr,t is an income must be determined by the courts of 
ment has become so perfected that a large portion of our ex- the country when the question is submitted to them. 
penses will be rendered unnecessary. That is a good way off. I think there can be no controversy with regard to those 
lYe will hnve to perfect humnn nature, and that is so far a1vay propositions. I am Yery anxious that when this bill shall haYe 
that it is purely an academic question. passed ,it may be effective, that its operation may not be sus-

Here are the percentages on the estimates made by the report ponded or delayed through a resort to legal tribunals. 
of the Senate Committee on Finance. If postal rcceiprn be liir. FLETCHER. Mr. President--
excluded, it is some $71G,OOO,OOO at present on the estimate and 'I'he PRESIDI:'\G OFFICER. Does the Senator from Iowa 
on the actual collection of renmue. The greater part of the yield to the Senator from Florida? 
GoYernment income is from internal revenue ancl is in the , Jl.fr. CU:i\IJUI?\S. I yield to the Senator. 
nature of a direct tax, because it operates directly to increase 'I, Mr. FLETCHER. I should like to inquire 'IVhether the Sen
the cost of the commodity. Tile intemal re>·enue on this esti- ator means to state that Congress can not by statute define 
mate will be 41 per cent of the total income for the fiscal year what shall be regarded ns an income tax? 
ending the 30th day of June, 1914. Our customs duties will be 1\lr. CUJ\D1IKS. I do not think ~o, Mr. President. The word 
37 per cent our income-tax re>e:nue will be not quite 10 per "income" had a '\Yell-defined meaning before the amendment 
cent. The dorporation tax will be 5 per cent. Our income from of the Cons~itution wus adopted. It bas been defincu in all the 
the sales of public lands and from miscellaneous sources of all courts of th1s country. Wilen the people of the country granted 
kinds constitute the other 7 per cent. m::tking a total of 100 per to Congress the right to levy a tax on incomes, that right was 
cent, aggregating about $71G,OOO,OOO. The rest of the granted with reference to the legal meaning ancl interpretation 
:;,\l9G,S10,000 of the goYernmental income of the next fiscal year of the word "income" as it '\VaS then or as it might thereafter 
consists of $280,000,000 estimated postal receipts. be defined or nnderstood: in legal procedure. If we could cnll 

So under this pronosed plan of ta:s:ation there are now on anything income that 'lYe pleased, we could obliterate all t1le 
the estimate barely io per cent to be raised by an income tnx. distinction bet'lveen income and principal. WheneYer this law 
That is a very small part. I think you might justly increase comes to be tested in the courts of the country, it will be fonncl 
\Yitllin certain limits of the classification the taxes to be levied, that the courts will undertake to declare whether the thing 
anil yon might decrease appropriately the income deriYed en- up_on which 1Ye Jeyy the tax is income or whether it is some
tirely from the earning capacity or, in other words, the per- tlung else, and tllC>refore we ought to be in the highest degree 
sonal efforts of the ability a'.ld industry of those '1\·ho earn the crrreful in endeavoring to interpret the Constitution through a. 
income. statutory enactment. 

lilt'. WILLLDIS. ?\ow, l\Ir. President, let us. go on with the Now, let us see. Subdi.-ision 1 says: 
bill. That there shall be leYicd, assessed, collected, and paid unnunlly 

The PTI-ESIDL'\G OFFICER. The reading will proceed. upon tbe entire net income-
Tte SECTIETAnY. The bill has been read clown to the middle And so forth. 

of line 13, on page 1G7, 11·here the committee proposes the fol- That is a declnration which is fair, which is constitdional, 
lowing amendment On page 167. line 13, before the '1\·orcl which is complete. If 11·e 11·anted to clo it, we could leyy a tax: 
"bequest,'' to insert the word "gift," so as to read: upon the ;;ross income. The bill chooses to levy ihe ta:s: upon 

B. That, subject only to such exemptions and deductions as are here· the net income; and that is entirely within our po11·er, because, 
ln_:1rt,cr al!ov1~d, the net. income of a ta:::able pc1·son shall include gains, as I said before, we can diminish the operation of the Con
f'l~fhs, :mc1 1_ncomc dcnvcd fr<;m salancs, wages, or comppnsatlon for stitution· that is to sav 11-e need not leY" the t'lX 1non '-h, 
}Wl~nnal SCT'\JCt.' of v.·lJ:ltcYcr loud nnd in whatc"Ver fO!.'m pald~ or from . . ' (."' ~ .J · .. ~ * 1 l \:;; 

profcs;;ion,, vocations. businesses, track, commerce, or sales or d~alings ent1re 1ncome; but we C:ln not enlarge the OlJCratwn of the Con
In pt·~pcrt,-, '':hcth.cr real or personal, growing out of the ownership or stitution ancl levy a tax upon anything but income. Therefore, 
1:sc, or or mte:·cst. m real or personal property, nlso from interest, rc_nt. it seems to me thrrt th"' bill OU"'ht to continue thl'O''"'hout its 
ftl\~dcnds, secunt1es:. or the transactiOn of an\ lawful bns1ness earned ( \,:::; 0 u.:::-
vu for gain or pt·ofit, c•r g<lins m· profits and "income dcrivcil from any length in the lr,ngunge with 11·hich it begins, nmnely, that we 
r.oc,rcc whatever, i!lcl::dillg' the income from but not the value of prop- leyy a tax upon the entire net income of the citizens of the 
erty acquired by gJft, !JerJnest, ilevJsc, or ilcsccnt. United States 'IVhO fall within the proYisions of the bill. 

~lJC amendment ,-;[ls agreed to. _ . \Yith th2se obsen-ations in vie'IV, I want to read that pnrt 
'llle, next amcn<lnwnt \Yas, on 11ag-e 1Gt. lme 18, after the of the bill which my amendment seeks to eliminate, on ]l:lge JG7. 

word 'contract," to insert "or upon surrender of the contract," It is as fol!OIYS: 
Bo as to m>lbe the pnwi~o re:1l1: 

Pro::,irlcd, Th:ft the procrcds r:f life i;:sni·nncc policies paid upon the 
~1enth of tlu;. pej_·scn insured ot· payment~ made by or credited to the 
IiLSul·ed, en lifC' insuranct), endowment, <·l' nnnnlt"y contracts, upon the 
r,•l;irn there)f to t!w insurc·cl at til<' mn!urity of the term mr·ntioned in 
!he contmct, or noun surrender of the contract, shall not be included as 
Income. 

n. 'J'hnt, subject only to such exemptions and deductions as nre 
hereinafte1· allowed~ the net income of a ta:xnble person shall inc1nde 
gains, profits, and income derived from salaries, wages, or compensa
tion for personal service of wlmtever kind and in wllateYcr form paid, 
or from profcssions 1 vocations, bnsincsseR, tradc\ conuncrcC', or ~:~11cs 
or dealings !n property, whether renl OJ' personal, growin~ out of the 
ownership or use of or interest in real or personal property, also from 
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interest rent. dividends. sccurilics. or the transaction ot any lawful 
business curried on for hain or prolit. or gains or profits an(! income 
clcrlyed from ~urt sout·cc whate\"er, including the inrome from but not 
the value of pro-perty acquired by gift, bequest, dedst•. ot· descent. 

l'.Ir. WILLL\:\fS. :\Ir. Pr;?~ident, I \1":"\llt to otiet· nn nmeml
ment at thnt point to eure a defect. After the wonl ''sales," in 
line G, there ought to l.lc n comma. 

:\Ir. CL':\DII::'\S. I do not. of course, founcl my nmenc1ruent 
upon any omission of tlwt kind. 

i\fr. WILLLUIS. I merely wnnt 11rst lo perfect the lauguage, 
if there is no ol.ljcction. 

j\Ir. BHA~DEGEE. Iti6llt at tllnt point-if the Senator from 
Iowa will pardon me-if the Senator from :\Iissis~ippi inserts 
l'l. comma after the word "snles," he does not intcnLl--

:\Ir. \VILLL\MS. It reads, "lJusincsses, trade, co1mncrce, or 
Sfl1es '~--

Mt-. BTIA:::\DEGEE. It rencls "mles or dealings in prope1·ty." 
:'.Ii·. WILLIAMS. It refers to profits deriycd from any ~ort 

of ~ales~profit.::; tlerii'Otl from "sales or dealiugs in prollCrty." 
:\Ir. BIL\.NDEGER '\Yl:y haYe the words "in property" 

aftpr "de::tlinr::s" and not after "sales"? 
:\Ir. CU:\L\II:::\S. :\Ir. l're~Went. I hope the am2m1ment ~ng

gested !Jy the Senator from :\Iissi~sippi will l.Je allowell witl:out 
nn~- contro,-crsy, because my amendment is not inYohed nor 
does it concern that correction. 

'file VICE PRESIDE::\T. By un:mlmous consent, then, the 
nme]J(Jment propose<l lJy tho Sencltor from :'.Iississippi will be 
n~re~tl to. 

·-:'.Ir. CF:\L\IIXS. It will be olJsen-ed that here is an attempt, 
:\Ir. Presi<l.ent, to define the meaning of the 'vorcl "income," to 
describe its scope, to determine its effect. I reiterate that the 
.attempt will ]Je ineffective nnd may lJe exceedingly dangerous. 

Great Britain might employ such words as these in modifica
tion or explanation or enlargement of the word "income," be
can~e Great Britain has no constitutional restriction upon her 
Parliament. A State might usc these words with perfect pro
priety, because a State l.Jas a right to include wlwterer she likes 
within the meaning of the word "income"; but the Congress 
has no right to employ them, because the Congress can not 
affeet the menning of the word "income" by any legisl::-,tion 
whatsoever. ~'he people have granted us the power to levy a 
tax on incomes. and it will a1w·ays lJe a judicial question as to 
whether a particular thing is income or >';hether it is principal. 

:\It·. LE\VIS. Mr. President, knov:ing tlle Senator from Iowa 
to l.le au excellent lawyer, will he give me his views on this 
point: Does the Senator contend. that the word "income," there
fore, as stated in the Constitution, must be construed to mean 
what it meant aml was understood to mean at the date of its 
atlOIJtion as part of tl:e Constitution? 

:\Ir. CU:;)C.\II~S. I do not so say. Wl.Jnt I have said is, how
ever, that it is not for Congress to interpret what it means; it 
is for the courts of the country to say, either at this time or at 
any other time, what it means. If it were within the pow·er of 
Congress to enlarge tl:e meaning of the worcl "income," it could, 
as I silggested a moment ago, obliterate all difference between 
income and principal, and obviously the people of this country 
clid not intend. to give to Congress the pow·er to levy a direct tax 
upon nl! the property of this country without apportionment. 

:\Ir. LEWIS. Then, assuming tilat tile matter would have to 
be determined finally by tl.Jc court, whicil concession we all must 
make, would the Senator's legal mind revert to the theory that 
the court, then, would have a right to define tl~ wonl "income" 
to mean wlla terer wns understood judicially by " income " at the 
date of the adoption of this act? 

l\Ir. CU:\DIINS. I do not accept that at all, because it is en
tirely beyond the domain of Congress. In 1789, I belie1e, the 
people of this country gave Congress the power to regulate com
merce among the States. It is not within the power of Congress 
to say what commerce is. " Commerce" may mean a very dif
ferent thing now as compared with what it meant in 1789; it 
has broadened with the times; the instrumentalities have 
changed with the course of years; but Congress can. not m:tke a 
thing commerce. The court must .declare whether a particular 
regulation is a regulation of commerce, and in so declaring it 
defines for the time being what commerce is. 

·w11.r, 1\Ir. President, should Congress nttcmpt to do more than 
is declared in the first section o.f the proposed bill? It is right; 
it is comprehensible; it embraces everything-no, I will witll
draw that; lt does not embrace the full power of Congrc:>s, be
cause Congress can levy a tax upon gross incomes if it like~; it 
may diminish the extent of its taxing vower or not exercise it 
all; it may exclude certain things from the taxing power th•tt it 
might include; but it can not change the character of t!Je taxa
tion; and when it i;; declared in the first line;; of this bill t!Jat a 
tax is levied upon the entire net income of all the citizens of 
this country~ \Ye h:11.·e ex~~':(~!Herl ~11.1 f.11,~ ]1 1)\'(!.!~· Yl:c 11:~Ye. lf \V2 

desire to limit Ollt'St'lYes to net income, we cnn not define "net 
income"; \Ye can not cay \vhat shall be inclt;ded in income and 
what shall not be inclutlOLl in income. ·we are only preparing 
ourst•lves for <lelay. for tlis;<ppnintmcnt. and 11ossible defeat if 
\Ye emle:wor to inter]lret tile meaniug of the wonl "income." 

l\Ir. SIUYELY. :\Jr. President--
~'lle I'HESIDI~G OFFICER (;\Ir. CHILTO" in the chair). 

Does tlle Senator from Iowa yielLl to the Ser!ator from Inclinna 'I 
:;)Ir. CE.\DII::\S. I tlo. 
:.'.Ir. SIII\'ELY. I can readily agree ~\'ith the Senator that. 

the courts \Yill finally gi1-e a cletinition of "income.,; but tllnt 
does not prevent Congress from limiting the np;,Jlication of the 
wort! in legislation. 

:\It·. CTJ:.\DII:;\"S. :1\ot at all. I have so snicL 
:.\Ir. SHI'VELY. If the Senator will observe the words "ex

cept as hereinafter provided" in the first subdivision of this 
section--

:\Ir. CTJ::\Il\IIXS. I have not sought to strike out any part 
of the limitations sa Ye the gift, devise. bequest, or de~ceut. and 
I do not think there is any man in "\rnerica. were it not for 
wllat precetl·?s those \Yorcls, \vho would contend or could con
tell<l th:lt n gift or devise ot· bequest of property or property 
coming to one b.r descent is income. I never heard of it being 
so construed, and it is not iJOSsible tll~lt it could lJe so con
struecl. It v>onlcl not have been put in there were it not for 
the attempte<l enlargement of the word "income" contained in 
the preYions vart of the pnragrapl.J. 

Mr. iVILLL\:\IS. How does the Senator think that is an 
attempt to enlarge it? Tell us specifically to what words the 
Senator refers. 

:\Ir. CU:.\DIIXS. ::\Ir. Presil1cnt, if it has not that effect, or 
attempted effect, it can lla Ye none. It is certainly not an 
attempt to limit or to rcl'tricr the meaning of the word "in
come"; and if it has not the effect or if it is not thought or 
if it w·as not in the mind of the person who drew it to enlarge 
the meaning of the word "income," then the draft~man of the 
bill hns offended against the first principles of legislation by 
incorporating language that is nbsolutely meaningless. 

:\Ir. '\VILLL\:.\IS. Xow, if the Senator ""ill 11arLlon me a 
moment--

The PRESIDIXG OFFICER Does the Senator from Iowa 
yield to the Senator from :\li3sissippi? 

l\Ir. CUl\Il\IINS. I do. 
::Ur. WILLIAMS. It was not the intent there to enlarge or 

to stretch the meaning of the words "net income" "hich is the 
Income referred to l1ere, and not gross income a't nll. 

Mr. CU:\UII:!S'S. I have not said it was gross income. 
::\Ir .. WILLIAl\IS. The Congress in unclertaldng to SlJCClf.r 

what It proposes to tax docs undertake neither to enlar::!:e nor 
to restrict the meaning of the "orcls "net income." but to 
define their meaning for the purposes of this bill, for the pur
poses of this taxation. It may l.Je that a comt might come to 
the conclusion that Congress had wrongfully defiaed the term. 
If so, the court will correct the definition, and if the court 
corrects the definition, then this bill will be to that extent 
altered or changed; but the contention is that this is a correct 
definition of the articles which, under a bill Heeking to tax net 
incomes, will be taxed. Tl.Je question I asked the Senator was 
In what respect he thinks that this definition enlarges the 
meaning of the words" net income" or restricts them, either? 

Mr. CU:\D:II:!S'S. :Mr. President, ns I remarked before, if these 
words qualifying, modifying, and explanatory are not intenderl 
either to enlarge or to restrict, they are entirely useless. I 
think, however, with deference--

Mr. WILLL\:\IS. Does the Senator think it Is useless in a 
tax bill to try to define the thing :ron propose to tax? 

Mr. CU:\DliNS. Mr. President, I do think in this instance 
that it is worse than useless; I think it is dangerous, ancl I will 
proceed to show why. 

M:r. S!i'.L.\IONS. Mr. President--
The VICE PRESIDEX'.r. Does the Senator from Iowa yield 

to the Senator from North Carolina? 
Mr. CU:\UIINS. I do. 
l\Ir. SDDIOXS. I reallily ngree with the Senator in his con

tention thn t we have no n uthority to tax anything except in
come, and I readily agree with him that, in tile last analysis, 
the court must decide what is income nnd what is not income; 
]Jut before the court can get jurisdiction of that que~tion. there 
mu»t be n ler:r; there must be an assessment; there mu:-;t be 
au attempt to collect. I can see no other way in \Yhielt tile 
court could possibly acquire jurisdiction. So that before the 
matter can eret· reach the court there must be some one who 
will der:i<lc the question of what is "income." 

l\Ir. \Y ILLI,\l\IS. And describe the property to be levie<l 
upoJ]. 
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::'>Ir. SI::'>DIOXS. And, ns the Senntor from Mississippi Yery 

properly says, describe· the property to be leYied upon. 'l'lle 
Senator from Iowa says, ns I understand him, that it is not com
pete!lt for the Congress to define '.Ylmt is income aml ,,-]lat is not 
income. Then. the only conclusion from the Sen:1tor's argu
ment is that we ought simply to le1·y a tax against incomes and 
stop. Suppose we slloulcl do that, who then can decide the 
question of what is income and what is not income, seeil:g that 
that question must be decilled before the court can ncqmre the 
jurisdiction to determine the question of whetlwr or not tile 
thing taxed is income? 

Are we to lea,-e it to the officers of the taxing branch of the 
Go,-ernmeut to determine what is income? Are 11·e ourselves 
to hold that we have not the authority to det1ne the \YOrd, but 
that the otlicer of the law llas the authority to <leline aml deter
mine it? It seems to me that is n·llat the Senator's argument 
would lead to. I may be mistaken about that; he may have 
some wnv in Ilis mincl.by "'hich we couhl rencil a determination 
of wilat· is income otllerwise tll<lll tllrom:h the definition of 
Congress or through the decision of tlle officer of the law, but 
I enn not myself see how we would select tlle things upon wilieh 
tilis tux is to operate except through a r1e11nition of the word 
"income" by Congress, or a definition of tile meaning of tllat 
word by some subordiuute officer of tlle Ia w. 

l\Ir. CU;\DIINS. Mr. President, the rlifficulty with the Sena
tor from Korth Carolina is that he does not distinguish be
t\~-een a requirement in tl.ie law for a return to an administra
tive officer of the various matters inclm1ec1 \Vithin this para
graph and a declaration that the income shall include these 
things. 

:\Ir. SDil\IOXS. Yes; I do. TL.e Senator is mistaken. 
Mr. CUl\Ii\IINS. 1\Ir. President, tilere is a Yery great differ

ence. I agree with the Senator from Korth Carolinr!. that it is 
Quite within the province of Congress to require the citizen to 
make a return, inclmling his gains and profits and income ~ro~u 
his sales and dealings of all kinds. 'l'llat is entirely \nthm 
our pon·er; but it is not within our powei' to declare tllat these 
thin!!'s sllall be included in the income. l\Jr. Sll\E\IONS. The Senator is mistaken when he says I 
lln ve not considered that. I ha Ye considered that as the third 
alternative. If Congress Ilas not the power to decide, if the 
officers of the law charged with the enforcement of the law 
have not the power to determine, then the only other person 
who could have the power is the man who is to pay the tax. 
·would not the Senator's position, therefore, force him into the 
attitude of maintaining that the proper person, In the first 
instance, to determine wllat is income and what is not income 
is the man who pays the tax, and, next, the court? 

l\Ir. CUMl\IINS. I clo not think so, :iHr. President, nor clo I 
think my suggestion lends to that result. I have no doubt about 
the power of Congress in requiring those who are to make re
turn to include their gains and profits and their dealings of all 
kinds and from that return I hm·e no doubt that it is within 
our power to give to the taxing officer the right to cliscover 
the amount of the net income, and, if his judgment be wrong, 
the taxpayer can question it, and finally the court must deter
mine it. That is not what is sought to be done in this para
graph. We are attempting to define what "net income" is 
and of what it is composed, and what we may lawfully tax. 
But I want to read now what this means-, 

Mr. Sil\HlO~S. Before tile Senator leaves that point, does 
not the Senator think that it would be a great deal better for 
us, in the first instance, to Indicate as best we can whut th9 
legislative judgment is as to what constitutes "income" and 
require the taxpayer to account for his income upon all of those 
particular things? If we make a mistake and include in our 
designation of what is "income " something whicll is not in
come, but is property, then, of course, the court would come in 
and settle that controversy. Does not the Senator think that is 
be.tter than to leave it to the taxpayer to determine in the first 
instance what is "income," and fuen lenYe it to the officer to 
correct him if he should make an error, ancl bring it into court 
in that way? · 

.Mr. CUllfl\II~S. Mr. President, I do not think it is better. 
There is just this difference between the two courses: '£he 
course suggested by the Senator from North Carolina will end, 
if Congress makes a mistake. in tlle declaration that the law is 
unconstitutional and of no effect. 

l\Ir. SDHIONS. Why, l\Ir. I'resident--
1\Ir. CU;'.DIIi'iS. .Just a moment. The other course n·ill end 

in a correction of the report of the iiHliYillual taxpayer, and 
the law will continue to be enforced acconling to the Consti
tution. 

l\Ir. STERLING. :Mt·. President--
The YICE PllESJDE:s-T_ Dops th,• St>nator from Iowa yield 

to the Senator from Xonll Dak,. ''' ·; 

Mr. cu:u:mxs. I tlo. 
1\Ir. STEHLIXG. I should like to ask the Sen:1tor from Iowa 

if the courts, in construing the ,-;orcl "inconw," would not take 
into considei·ation the usual and ordinary signification of that 
\VOl'll? 

:'IIr. CtDDliXS. I have no doubt of ihnt, :.ur. l'n'sic1ent. 
21-Ir. STEULIXG. .\nc1 the court would llave recourse to a 

standard dictionary. would it not, in construing that word? 
Jir. CL\DIIXS. rn£Iuostionably; and not only so. but to the 

common rrcceptation of the \Yorcl and to the jt111idnl opiniong, of 
which there lla ve been Yery many, in wilich the word has been 
considered. 

::Ur. STETILIXG. If in the definition of the word "income" 
as giYen in a standnrl1 dictionary the \VOr<ls "gains and profits" 
are also gh·en as" synomymous \Yitll the term "income" would 
there be anything \Yrong in the use of those words in the sec
tion to which tht> Senator refrrs? 

Mr. Cl7JDIIXS. I do not think there wouhl be, rrlthough 
they would be n-llolly unnt>ccssary. nut. of course. the point 
I make Ilas no reference to the use of tile n·ords ''gains and 
profits." 

}fr. CHILTOX. ::'>Ir. President. will the Senator allow me? 
The VICE PTIESIDEX'l'. Does the Senator from Iowa yield 

to tlw Senator from West Yirginin? 
Jir. CU:JDIIXS. I c1o. 
:\Ir. CHILTOX. I agree with the Senator that the Congress 

can not ncld to nor tal'e from the \\'Ortl "income"; but it seems 
to me the Senator has clone injustice to the very language of the 
bill. 

:\Ir. CUJDII~S. I haYe not pointed out my objection to the 
clause I am seeking to strike out, for I have not been permitted 
to acl\'fmce that far. 

::\Ir. CHILTOX Well, so far as the Senator hns gone. Let 
me offer this suggestion: On page 1G7, beginning in line 3, it is 
provided that the "income tlerind from salaries, wages," and 
so forth. sllall be included. It has to be income before it can 
be taxed. no ::nntter llow it is c1eriYecl. \Ye could say tllat only 
income from salaries or income from property or income from 
interest should be taxed. We haYe simply mentioned certain 
thin;s: but they must be income before they can be taxed. We 
use the ,-er:Y language of the Constitution. 

:\Ir. C1DDIINS. Of course, if that be true, :\Ir. President, 
then it is simply saying in another way that these words are 
entirely meaningless and useless; and I have neyer favored the 
introduction of words that can llaYe no other effect than to con
fuse, eYen though they have no material bearing. The Senator 
from West Yirginia [:\Ir. CrrrLro::o~], however, is not, as I view 
it, quite accurate when lle says that "income" as used in this 
paragraph necessaril:;· means such income as gains and pt·ofits, 
in view of what is sub~equently found in the paragrapil. 

Now, allow me to read a little further: 
Or from professions, >OCations, businesses, trade, commerce, or sales 

or dealin:;s in property, whether real or personal, growing out of the 
ownership or use of or interest in real or personal property. 

I was led to offer this amendment lar!!'elv on account of a col
loquy I had with the Senator from l\Iississippi [l\Ir. 'iYILLIA1rs] 
the other clay, who seems to have become indiiiereut and who 
does not regard the matter as 1vortlly of Ilis attention or pres
ence. I recall, however, th~ Senate to the colloquy that I men
tioned a mmnent ngo. I asked this question: 

The Senator from ~fis>lsslppi must certainly understand what I am 
trying to say. If upplled to a general business, In which purchases and 
sales take place and gains nnd profits are reckoned, I can >cry well 
understand that the Senator from Mississippi Is right, under the lan
guage of this bill. But suppose 10 years ago I had bought a horse for 
$000, and this year I had sold him for $1,000, what would I do in the 
way of making a return 1 

i\It·. \VrLLIA~s. I wlll tell the Senator precisely what he would do. 
l\It·. CG1DIIXS. I mean, what would other men do? . 
l\Ir. WrLLIA~Is. I know; but what I mean is precisely what tbe Sen-· 

ator would do, or precisely what he ought to do. He bought the horse 
10 years ago and sold him this year for a thousand dollars. ~·hat thou
sand dollars ·Is a part or the Senator's receipts for this year, and being 
a part of his receipts, that much will go In as part of his receipts, and 
from it would be deducted his disbursements and his exemptions and 
various other things . 

Mr. CG1D!IXS, Would the price I paid for the horse originally be de
ducted? 

Mr. \VrLLI.His. No· because It was not a [)art of the transactions in 
that year; but if the 'senator turned around and bought another horse 
that year, it would be deducted. 

!l!r. C!i1D!IXS. !l!r. President, the >lD"WN' of the Senator from :Missis
sippi has disclosed >cry clearly the wcalmcss th,lt I ha1·c been attempt
Ing to point out. 

I am not sure, l\Ir. President, anrl I do not n;;srrt, that these 
modifying, qualifJ·ing, and explaining- phrn~e~ \\'ill t·enr'ler the 
effort of Congress un:n·ai!ing. I do not :1~sert that t:hey muflt 
necessarily be construed as unconstitntinnn I. I tlo ns,;Prt. ho\,.._ 
e\-er, that we are putting the law in a jeopardy which mnr 
easily be a voilled. If the au~wt'r made by the Sen a tor fr'.,."\ 
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l\Iissi~Rippi to the qu('stion I proponn<lec1 dny )}('fore yesterday 
is correc:r, then the law is unconstitutional. 

Then there is an effort here to convert what is obviously prin
cipal into income, and it was because the distinguished Senator 
from ::.,ri~si:o:sippi he1d that view of the p::trugra11ll tbnt I intro
duced tlle amendment that is now penuing. 

I do not intend to continue the argument further. I will 
onJy say that I .believe the words that arc used here can per
form no useful function. I believe that in describing what is 
to be taxed the worlls "net income" are as comprehensive 
and as complete as any wor<ls that can be found in the English 
language, and therefore that we ought not to imperil or hazard 
the bill by attempting to emphasize ·them or to explain them 
or to enlarge them. 

If the Senate will return to the paragraph imme<liately before 
this~and it is typical of two other provisions in the bill, I 
think-it will be seen that there is an effort to declare that 
undivided profits in a corporation shall be rec' ··ned as income 
of the shareholders. In my opinion that can not be accom
plished in any such way. The undivided profits are not the 
property of the shareholder, from a legal standpoint. Although 
he may be in part the equitable owner of all the property of 
the corporation, he is no more tile equital.Jle owner of the undi
vided proms than he is the equitable owner of a share in all 
the property of the corporation. I agree that there ought to 
be some way of reaclling these undiYided profits; but just so 
surely as :ron nttempt here to broaden llic meaning of the word 
"income" so as to make it include property that belongs to a 
corporation which it might distribute to its shareholclers, but 
which it has not distributed, you ,-m imperil the bill aml meet 
disaster when you come to enforce it. 

I pass now from the lC'gal question to another subject thnt is 
closely associated v;·ith it, aud I reach a question of policy. 
I come to the part of the committee nmendment on page 169. 
1 grant that here we nre ''ithin the field of complete nuthority, 
so far as Congress is concerned. Congress can decluct from an 
income, in order to reach a taxable part of the income, anything 
it pleases. It can deduct a quarter of it, or it can deduct a 
half of it, or it can deduct all of it. This, therefore, does not 
relate to the constitutional autlJ.ority of Congress. 

I read from the committee amendment: 
That in computing net income for the purpose of the normal tax 

there shall be allowed as deductions : First, the necess::~ry expenses 
actually paid in carrying on any business, not including personal, Iiv~ 
ing, or family expenses. 

I ha.-e no objection to that, although I think there will be 
vast difference of opinion in regard to the construction or mean
ing of the word " personal." 

Second, all interest paid within the year by a taxable person on in
debtedness. 

I haYe objection to that. This whole parQgraph is framed 
upon the idea that the capital of the individual must be pro
tected intact, must be preserved; that he can use any part of 
the income he likes for the repair of the capital with which he 
entered the year and have it de<lucted from the income. 'l'he 
principle is wrong. It ought not to be in any income-tax law: 
It is not a part of the ·purrose of an income-tax law to guar
antee that the capital shall be maintained. If the capital is 
lost, there \Yill be a diminished income the following year upon 
which to leYy the tax; but the taxable income shoulc1 not be 
deplete<l by withdrawing from it a sum sufficient to maintain 
the capita:, unless the income arose out of a business in whicll 
the capital \Yf<S em111oyed. 

Third, a!! n5tionnl, State, county, school, and municipal ta~es paid 
~Yithin the yerrr, not including those assessed ago.inst local henefits. 

There can be no objection at all to that deduction. 
Fourth, losses nctu:1lly sustained during the year, incurred in trade 

or arising- from fires, storms, or shipwreck, und not compensateil for by 
insurance ot· otllerl)isc. 

This deuuction Is partly right and partly wrong-partly so 
nTong thr. t it is utterly indefensible. 

Suppose I enrned $20,000 a year in the practice of my pro
fession, and tluring the same year I speculated upon the Borrrd 
of Trn<1e in Chicago nnd lost $20,000, I would not taxable 
at all under this proYision. 

J'.Ir. IYILLIA:us. How does tllo Senator arriYe at that con
clusion? 

!llr. CD:ciL\lil'\S. Simply because I haye lost $20,000 iu trade, 
nnd it WO'Jld not be compensated for by insurance. 

l\Ir. WILLIA"'IS. Does the Sen::ttor crrll spe~·.1lation in 
futures trade'! 

Mr. CU)DIIXS. Cortainlv it is trade. Why, the Yery 
organization through which it is carried on is called. a board of 
tra<le. It is trnde in the most litcrnl sense of the word. 

l\Ir. \YILLLD1S. It is no more trade than betting on a 
horse race. 

:ciir. CU:\DII:t\S. I say it is trade. 'l'he Senator from M!s
sissitJDi says it is not. But suppose I had bought 10,000 bushels 
of oats from a farmer ancl had lost ~5,000 on it. That would 
be trade, wonlcl it not? I was not ineluding the spec.ulating 
or the gambling idea in the fmggestion I made a moment ago. 
But it is trade as rmre and simvle as any other form of busi
ness; and yet because I had lost a part of my capital in doing 
a business that was entirely dis::!onnected with the profession 
out of which I earned my income, I could use a part of my in
come to repair my capital and decluct it in my return. 

'l'here is no equity in it. There is no reason in it. There is 
no principle in it. As it seems to me, we ought to confine 
losses in business or in trade to the losses in the business or 
the trade out of which the profit or the income is malle; and 
we ought not to permit an income derived from one source to 
be used for the purpose of paying either debts or losses incurred 
in some entirely distinct business or trade. 

llfr. BRANDEGEE. Mr. President--
The VICE PRESIDENT. Does the Senator from Iowa yield · 

to the Senator from Connecticut? 
.Mr. CUMMINS. I do. 
Mr. BRANDEGEE. I wish to ask the Senator whether, in 

his opinion, the pr~ts of speculation would be a part of the 
income which should be taxed? 

Mr. CU:\Bfil\""S. Undoubtedly; unquestionably. 
l\Ir. BRAJ'\TIEGEE. Then why should not the losses incurred 

be decluctcd? 
l\Ir. CUMMINS. There is no more doubt about it than that 

two and two make four. I assume that the Senator from Mis
sissippi 11·as not serious in the comment be mad?. 

i\Ir. BRAl\""DEGEE. l\Iy inquiry is, If the profits made from 
the speculation which the Senator from :\Iississippi thinks wonld 
not be trade would be a legitimate object of taxation as income, 
why would not the losses incurred in the same speculation be a 
legitimate deduction from income? 

l\Ir. CUl\Il\fiNS. They should be if the business, being reck
oned up ut the end of the year, shows a profit. 'l'hen it becomes 
a part of the income and should be taxed. If it shows a loss, 
there 11·ould be no income arising from it, and it should not be 
taxed. But it is proposed here that if one is engaged in that 
sporadic business in which so many Americans are engaged, and 
in which so large a part of our incomes are dissipated, he can 
take the profit or the income he has from some other Yocation 
or profession or trade and use that profit or income to make 
good his losses in the speculation or trade to which we haYe 
referred. 

1\Ir. G.ALLI:l\GER. 1\!r. President, if the Senator will permit 
me, departing from the argument as to the purchase of stocks 
in the market, how would it be if a man legitimately bought, 
say, railroad stocks? As an illustration, not long ago the stock 
of the Boston & Maine Railroad Co. was selling at oyer 200 a 
share. To-day it is selling at 63. Suppose a man bought a 
thousand shares of it at the former price, would the loss he 
sustained be a proper deduction? 

l\Ir. CUl\Il\fiNS. Undoubtedly, if it could be called "in 
trade." The general purpose of this paragmph is to insure the 
capital of the person, so that at the end of the year the capital 
will be as great as it was at the beginning of the year. There 
are exceptions to that here; but that is the general idea of 
the paragraph, and it is a false idea in the preparation of nn 
income-tax law. 

1\Ir. SHIYELY. If his losses were actually greater than his 
gains, there would be no net income. 

1\fr. CU.Hli!Ii"{S. Yes; th:J.t is true. That i~, if a man had 
$100.000 of property at the beginning of the year nnd it wns 
destroyed in some fashion or other, or if he embarked it in 
a venture of any kind and lost lliat property, even though he 
had an income of $100,000 from some other source, he could 
take the income from the other source ancl repair his losses of 
capital and have no income. That is the purpose of the para
graph. If you think that is right, you have expressed it 
ver:r we11. 

Jl,fr. SHIVELY. Let us take the illustration the Senator Jws 
just used. Suppose he has $100,000, half of which is embarked 
in buying and selling grrrin and the other half in buying_ and 
selling live stock. Suppose in the grain business he lo~es $~,000 
durin~ the year and in the liYe-stock business he gams $o,OOO 
during the year. Would the Senator say there 'vas any net 
income? 

1\Ir. CUJ\Il\IINS. I think there woull1 not be. 
Mr. SHIYELY. Then I do not um1e~·stant1 the objection of 

the Senator to this varticula r chwse of the bill. . . 
l\Ir. CUMliii?\S. The objcdion is this: In the c:1se JUSt put 

by the Senator from Indiana, here is a busine"s in which a 111an 
is engaged. At the end of the year it is to be ascertained 
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"·llet:hcr there is au~- net 11rofit growing out of the business. Of 
course all Uw losses are considered, all the gains are considered, 
and the re:mlt determines whether there is ;my income from the 
bn~incss. Hut I put the case again: Suppose I am not in busi
nc~s at all, but I have $100,000 a year coming to me from the 
rent of propertr. I b1ke $100,000 and ilwcst it in a mine in 
Utah antl duri11g the Year I reach the conclusion that the mine 
is not worth am:thing: I deduct that $100.000 from the $100,000 
of rent I lw.Ye 1:ecei\:~rl. and the result is that I am a man with
out an income. If that is the real vurpose of the framers of 
the bill it is exc-eedin:;-ly well pln·a:::el1. 

:\Ir. SHIYELY. You \YOU!d be without a net income for that 
Year. of eom'Sf'. 
• :\Ir. CC.:\Dll:\"S. I dill not suppose it was intemled to do 
anything of the kind. In the case I llaYe just put I dill not 
suppose it was intentlccl to guarantee a man's capital and to 
repair all the losses lle might sustain in any Yentnre into which 
he might enter. I do not !JelieYe that is a fair foundation for 
au income-tax law. 

l!Ir. SHIYBLY. But, :\Ir. Presideut--
:\Ir. CU::IDII:\"S. If the Senator \\"ill permit me to proceed 

just a little bit furtller. he will see the full scope of my Yiews. 
:\Ir. SHrn.;LY. Yer~· well. 
:\Ir. CU.:\DII:\"S. lYe then come to debts: 
Fifth, debts due to tho taxrayer actually ascertained to be worthless 

and charged otl' within the year. 

Suppose 10 years ago a man had giYen me his note for 
S:100,000. I llad thought it to be good. I hacl carried it as a 
part of my principal. a part of my property. This year I lla 1e 
an income of $100,000 arising from the practice of the law or 
from rents or auything else. I di:;coYer this year that the man 
1Yho mac1e tllat note, who has had notllin~ to do with my in
come, wllo llas not contributed in any way toward it, who is Rot 
in any wa~· interested in the !Jusines;; out of which my income 
arises, has become bankrupt aucl that he ne,·er will pay tlle note. 
I mu permitted by this bill to deduct $100.000 from my income, 
and again I am a man without an income, although I had just 
as much income as thou~h tlle man hacl remained sol.-ent. I 
haye simply lost a part of my capital or property, and it is pro
liOSed here to repair that loss by deducting its amount from my 
income. I do not mean no\Y, of course, that it is repaired in 
the sense of being made good, !Jut it is repaired to the extent 
of not making- me pay a tax upon the income. 

:\Ir. \VILLLUIS. "'ill the Senator permit me to make a 
suggestion? 

:\Ir. GC::IDIIXS. Certainly. 
i.\Ir. WILLIA:\IS. A 1mrt of tlle Sena-tor's confusion of 

thought grows out of the fact that he forgets that in all book
keeping tllere is a debit side aml a credit side. A man would 
ha.-e counted among his credits this note that he thougllt was 
good. and tllat would go in as a part of his gross income. Kow, 
mind you, I say "gross income." 'fhen lle ascertains that it 
is worthless, and this pro1·ision permits llim to charge it off 
and deduct it; that is all. 

It is just like the Senator's horse illustration the other day, 
wllich proceeded upon the illea that a man did not keep any 
books, ancl that, wllen he got a thousand dollars for a horse, in 
rendering his return for the receipts of $1,000 he did not also 
debit himself with the fact that he bad lost the horse. It was 
the profit involved in the horse trade that was.Mtxable, not the 
total receipts for the horse. 

Here you are making a serious argument that we should not 
permit a man to strike off a worthless note after he has made 
return of all his bills payable as a part of his income, or the 
things that constitute a part of his income. You are really 
altogether losing sight of tile fact that there is another side to 
tlle Iedgct•. 

~Ir. cr:-nuxs. No, Mr. President; I am not. I am not in 
tlle least confusecl about bookkeeping. 

~Ir. WILLLUIS. Any man would have a right to strike 
off that note if he llad put it on the other side of the ledger. 

l\Ir. CL"~L\IIXS. Of course profits clo not consist in the 
"clifference between the amount of assets and the amount of 
liabilities. A man might have $100,000 of assets ancl but 
$10,000 of liabilities, and not ha Ye any income at all. The 
Senator from ;\Iississippi apparently forgets the way in which 
people arriYe at their profits or their losses. 

~Ir. GALLIXGER. )Ir. President. I hnd supposed. from a 
casual reading of the bill, that the lu:;s had to be sustaineu unr
ing the year; but I infer from what the Senator says that it 
may elate back. 

~Ir. CL":\DIIKS. Oh, it mnr date !Jack illllefinitely. 
i\Ir. GALLI:\"GEit As an illustration, a man abandons his 

profession, as I abandoned mine, anu turned oyer my books to 
a collector, and he reports to me cluring the next yca.r that he 

fincls $G,OOO uncollectible. \Youlrl 1:1tat enalllc me to como here 
and say that I llaLl sustained That loss uwler the term:; of the 
bill? 

l\11·. CU:\DII:\"S. Certainly. 
:\Jr. GALLI:\"GER. I think that is cxtraon1inary. 
JUr. CUl!DII~S. The dif"ticulty is, if I may a;;ain reminJ the 

Senator from :\Iississippi about bookkeeping, that thi::; pro;·ision 
has in Yiew men who arc carrying on a business such as mer
chandising or banking or manufacturing. 'l'llose are the con
ditions which are really coYercd, anrl accurately co.-ered. I 
haYe not a word of objection to tlle bill as it relates to such 
enterprises. But wllen you come to apply the bill to nine meu 
out of ten who will be callell U!lon to pay a tax under it, it i:; 
not accurately adjusterl to their affairs, nor is it expressecl so 
as to do justice to tlleir affairs. \Vheu you come to profits and 
losses and incomes, you can not group all the indiYiduals of 
this countn' under one rule. You mu::;t make some allowance 
for the differences which exist in the \Y<lY in ""bich tlley earn 
their incomes and in tlle way in which they expend tllei,r 
incomes. 

I proceed one step further: 
Sixth. A reasonable allowance for the exhaustion, wear, nnd tear of 

property ari~ing out of its usc or employment in the business. 

Tllat is another effort. of cour~e. to maintain the capital in
tac-t: but see what endless clitliculty you will confront in its 
administration. A farmer in n;y own State, we will say, has 
an income of more than $3,000. In making up his account he 
must determine, if lle can, to what degree tlle soil which he is 
cultiYating has been exhausted. and somebody will ha>e to 
make him an allo\Yance for the depreciation caused by the ex
haustion of the soil. 'l'hat is true with rcgarcl to every kinu of 
property. While there is a certain justice in doing that and it 
will be done among concerns which do keep an account of de
preciation, ancl \Yhich do charge up cYery year a fair percentage 
of depreciation, aml in that 'l"':ay reach the amount of their 
profits, so that they will ha1·e no difilculty about it, the ordinary 
man \Vill find it im!lOSSlble to apply this clause to llis affairs. 
There ought to be a !Jetter considered pro\'ision to take care of 
tlle great multitude of the people, nine-tenths of the people 
who must pay and will pay the tax under tllis bill when it 
becomes a Ia w. 

Of course, as to mines a maximum of depreciation has been 
fixed. I haYc no objection at all to that. But I could stand 
here and mention a hundred instances of depreciation which it 
will be utterly impossible to ascertain or apply under this pro
Yision. 

I say this without the least feeling against the provision. I 
\Youlll Yote for it just as it is if I had to, and it were separated 
from the rest of the bill, so strongly am I in fa;-or of levying 
duties upon incomes. ·But when we are !Jeginn ing this system it 
seems to me we ought to begin it in the best possible way. 

I sl!all hm·e something more to say at a later time with re
gard to tlle latter part of this paragraph when we come to con
sider the payment of the tux at its source. I am in favor of 
that principle; but tllere are a great many things here that 
it seems to me will make the bill utterly unworkable, anu in
stead of simplifying the collection of the tax tlley will compli
cate it, and possibly entirely uefeat it. 

There is one thing in regard to this provision that I might 
as well say while I am on my feet, and it constitutes the real 
fundamental defect in the !Jill, so far as principle is concerned. 
I will point it out now, and at a later time I will point it out 
again. The !Jill pro.-ides, substantially, that those who haYe 
incomes of less than $3,000 shall not pay a tux. I am satis
fied at the present time with that limit, ancl I would not 
YOte to reduce it at this time. But there is incorporated herll 
a provision for taxing tlle earnings of corporations. I hav4 
no objection to that, but the men and women in tllis couu~ 
try who haYe an income of less than $3,000 a year and who de
riYe all of it or a part of it from the dividends of corporations 
which are taxed are compelled to pay the income tax exactly 
as though they had an income of more than $3,000 a year. It 
is unjust, it is unequal, and it ought in some way to be 
remedied. "\Ve have assumed here tl!a t a man might well take 
his first $3,000 and use it for the general purposes of life, for 
the training and education both of himself and family; but 
with rc•spect to e,·ery one of them who dcrirc a part of their In
come or all of It from the diviclencls of corporations they are 
comiJellecl to pay tllis tax, are tlley not? 

:\Ir. WILLL\.:\I~. How are they compelled to pay it? 
)II'. CF:\L\II:\"S. They are compelleLl to [Jay it because the 

corporation lJaY:> the tax on tlte ·entire income of the corpora
tion, and that reduces the Lliriclcncl:; paid to these people by just 
the amount paid in tllc way of the income tax. 
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Mr. WILLLDIS. 1\Ir. President, the Senator's .answer to my 
question has disclosed what I wanted to bring out. In other 
words instead of meaning that the bill taxes those people, he 
mean; that the corpordions are able to shift their tax. 

J\Jt·. CU?IL\IIXS. So they are. 
i\Ir. WILLLDIS. I shonlc1 like to know if there is a tax in 

the world except a poll tax, that can not be shifted. 
Mr. CU~L\IIXS. The Senator from ::.nssissippi has misunder

stood me. Of course, the corporation ,·ery often passes on its 
entire tax. That unfortunately is true. I do not know of any 
way in which to prevent it. I am not complaining at this mo
ment of the tax that is passed on. I am complaining of this. 
As an illustration, suppose I stand with an income of less than 
$3,000. It is the poliey of this bill that my income shall not be 
diminisheu by a tax levieu by the General Government. If I 
have that income as an employee of the corporation, it goes free. 
It is not affected by any tax levied upon the property of the 
corporation. I get roy pay and I am permitted to spend it in t}le 
way that seems to me wise. Now, suppose ~at I hav~ p.n m
come of $2,!)00 from the same corporation, der1ved as d~ndends 
on stocks tllat I hold in the corporation, the 1 per cent IS taken 
from that diYidencl and I receiYe just 1 per cent less than I 
woullllla ,.e recei yeJ if the tax had not been levied. 

~Ir. WILLL\:\IS. It is taken from the dividends by whom~ 
:\Ir. CU).Dilri'S. It is taken from the dividends necessanly 

by the corporation. It is first taken from the corporation by the 
GoYernment. Here is $100,000--

l\Ir. WILLIA.1IS. That is just what I said a moment ago. 
The corporation shifts the tax. 

l\Ir. CUl\Ii\IINS. No; here is $100.000 which the corpora
tion bus earned and is applicable to the payment of dividends. 
We will suppose that it is the entire net income of the corpora
tion. It is to be distributed among its stockholders, but before 
it is distributed 1 per cent is deducted and paid to the Gov
ernment of the United States, and therefore 1 per cent less 
than would have been paid to me is paid to me. It is all that 
I am entitled to. 

Now, I make no objection to the payment on the part of t~e 
corporation, but I do say we ought to provide some way m 
which the man who has an income of less than $3,000 should 
not bear that tax. 

Mr. WILLIAMS. How can you do that? 
Mr. CUMl\IINS. There are two or three ways in which it 

can be done. It can be done either through segregation by the 
corporation under proper provisions, or it can be done by add
ing to the bill a paragraph that, in the case of every .rn.an whose 
income is derived in whole or in part from the d1ndends of 
a taxed corporation and is less than $3,000. upon application to 
the Go>ernment the Government will reimburse him for the 
deduction that has been made from his p~rt of the earnings ?f 
the corporation. It can be done in either of those ways, and wtll 
be if justice prevails. 

But I had not intended to enter upon that subject. I have 
it very much at heart and when we reach that part of the 
bill I intend, if I can: to offer an amendment that wlll set 
forth my views with regard to that particular matter. 

l\Ir. SUTHERLAND. Before the Senator leaves the matter 
of a corporation tax, I wish to say that I think perhups most 
of the States in the Union in one form or another impose a tax 
upon corporations as such. It is not always measured by .the 
income. Sometimes it Is measured by the amoW~-t of the capital 
stock. It is measured in various ways; but it is a special tax 
upon the corporation, because it ls recognized tha~ the right to 
do business in corporate form is a very valuable nght and that 
it is more beneficial to the stockholder in the great majority 
of cases to have an Investment in corporate form than it is to 
have it in some individual form. 

Now, I ask the Senator whether or not a tax of this kind, 
although it fs imposed by th~ General Government, can not 
be justified upon the same theory that it is a tax upon the fran
chise of the corporation, upon the right of the stockholders to 
do business in a corporate form, which is a valuable right. 

:Mr. CUMMINS. I am not complaining of the tax upon the 
corporation; I have always thought there was a better way of 
reaching that result; but I am not concerning myself about it 
now. I want to remind the Senator from Utah that we estab
lish a policy here that the men who get less than $3,000 ought 
not to pay any part of this income tax either nominally or 
actually. That proceeds upon the theory that they can make 
better use of their incomes than to pay the expenses of the Gov
ernment of the United States. Now, it does not make any differ
ence whether tile incomes are derivecl from the stocks of corpo
rations or whether they are deriYed from 5alaries from corpo
rations, the men who get the money need the money just the 
same. 

Mr. SU1'HERLAND. 1\Ir. Pi'esident, there is this difference: 
The man who derives an inccme from an investment in. a cor
poration gets it with less effort than he does if he has to work 
for it. He has the advant:!ge of having his money in a cor
poration which has certainly Yery valuable rights. For ex
ample, he has one of the most valuable rights, namely, that he 

. can not be sued beyond the extent of his investment in the 
corporation. He can not be held responsible for the debts of 
the corporation as he could be if it were a partnership or in. 
some other form of association. 

l\Ir. CUl\I:lliNS. I think that consitleration does not enter 
the question I am discussing at all. Suppose one man gets 
$2,850, we will say, as c1iYiclcnds from a corporation. Another 
man gets $2.900 as rents from real estate. Out of the former 
there has been taken 1 per cent. Out of the latter there is 
taken nothing. I assume that the labor of receiving it is not 
much greater in one case than In the other. It matters not 
that the corporation may have a valuable franchise; however 
valuable it was, its dividends clid not result in giving this par
ticular man more than $3,000, and therefore he ought to be 
able to hold his place among the untaxed. 

I have consumed much more time than I intended, :\Ir. 
President, and I apologize for it. I rose simply to suggest the 
desirability of removing from this paragraph some dangers 
which I think are in it and the removal of which would not 
weaken it in the sliglltest degree, but rather fortify it against 
assaults that may hereafter be made upon it. 

}lr. SUTHERLA.:\'D. Before the Senator takes his seat, he 
referred to another paragraph, and if I understand it I entirely 
agree with the Senator's position. It is the clause on page 109: 

Second, all interest paid within the year by a taxable person on in
debtedness. 

If I understand that, it would result in this sort of a situa
tion: Here is one man, for example, who has purchased a home. 
He has given a mortgage upou. it for its price or a large part 
of it, and is paying, let us say, $1,000 in interest. Under this 
bill that would be deducted from his net income. But if his 
neighbor has rented a house, and instead of virtually paying 
what the first-named man does in the form of interest he pays 
directly $1,000 rent. He gets no deduction whatever, and yet 
the situation of the two is to all intents and purposes precisely, 
the same. One has made a purchase and is paying interest 
which virtually amounts to rent. The other has not mac1e a 
purchase, but pays the rent direct. One gets the exemption and 
the other does not. 

1\Ir. CUl\DIINS. I think the conclusion of the Senator from 
Utah is correct. It is simply another illustration of the fact 
that the bill was composed to meet the conditions of organb:ed 
business, such as mercllants and manufacturers, and. is not well 
fitted to meet the situation as it actually exists. 

I do not intend to call for the yeas and nays upon my amen<l
meut. I know how futile it would be, and I have no desire to 
inconvenience the Senate. I offered it becnuse I wanted to 
make my uwn position in the matter entirely clear. 

Mr. WILLIAMS. 1\fr. President, I will ask for a vote. 
The VICE PRESIDEXT. The question is on agreeing to 

the amendment proposed by the Senator from Iowa [l\Ir. Cv~-
MINS]. . 

The amendment was rejected. 
The VICE PRESIDENT. The question is on agreeing to 

the amendment of the committee, on page 167, lines IS and 19, 
Inserting the words " or upon surrender of the contract." 

The ru:uenclment was agreed to. 
The next amendment of the committee was, on page 167, 

after line 10, to strike out the following: 
That In computing net income for the purpose o! tile normal tax 

there shall be allowed as deductions the necessary expenses actually 
incurred ln carrying on any business, not including personal. living •. 
or family expenses; all interest accrued and payable within tile yeac 
by a taxable person on indebtedness; nil National, State, county, school, 
and mtmlcipal taxes accrued within the year, not Including those 
assessed against local benefits; losses actually sustained during the 
year, Incurred In trade or arising from fires, storms, or shinwreck, and 
not compensated for by insurance or otherwise; debts actually ascer
tained to be worthless and charged off during the year; also a reason
able allowance fot· the exhaustion, wear and tcm· or property arising 
out of its use or employment in the business, bnt no deduction shall 
be made for any amonnt of expense of restoring property or making 
good the exhaustion thereof for which an allowance is or has been 
made; no deduction shall be allowed for any amount paid out for new 
buildings, permunent improvements~ or betterments, made to increase 
the value or nny property or estate; the amount of Income received or 
payable from anv source not which the tax upon such lnccme. which is 
or wlll become 'uue, under the provisions of this secti,n, has been 
withheld for payment at the source In the manner hereinafter pro
vided. shall be deducted; but In all cases where the tax upon the 
annual gains, profits, and iacomes of a pct·son is required to be with
held and paid at the source as hereinafter prqvidcd, If such an~ual 
inconw, except that dcrh·ed from Interest on corpomte ot• Unttcd 
States indebtedness, does not exceed the rate of $4.000 per annum, or 
if tile same is uncertain, indefinite, or irregular in the amount or time 
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during lVhich it shnJl hnYc nccrncd, and is not fixed or dctrrminablc, 
th!~ :-mme shall llc in.~ludPd in esthnatin.:,; net nnnua l iucon1e to be ETil· 
braced in a personal return; also tile flD1onnt received as dividends 
upon the stock, Dr from the net earnings of any corpor:J.tiou .. joint. 
stock compa!1y, fls:::.och1tion. or insurance compn.ny which is taxable 
upon its net income as herclnoftcr proiid.cd shall be deducted. 

And. in lieu thereof to insert: 
'.rhat in computing net income for tbe purpose of the nonual tn.:A: 

there shall be n.llO\"'.~cd ns deductions: First, the n-ecessary exp2nses 
actually p:tid in carrying on any b~siness. no~ in~lu~ing personal, 
ltving, or family expenses; second, all mtcrest pa1d Wltlnn the year by 
a taXable person on in<lchtedDc::s; third, all n:ltionul, ~tate, county, 
school, and municipal taxes paid within the year, not in;l~1ding th~se 
assessed against local benefits; fourth, losses actually susL:uned dunp.g 
the year, incarred in trade or ar.ising from firc;s, s~orms: or shlp
'neck, and not compensated for by msurance or otncrw1se; fifth. debcs 
due to the taxpayer actually ascertained to be worthless ancl charHecl 
off within the year; sixth, a reasonable allowance for the exhaust:on, 
wear. and tear of property arising ont of its ~se or employment in the 
business, not to exceed, in the case of mmes, 5 per ,cent of the 
qross value at the mine of the output for the year for wh!Ch the com
putation Is made: Proviilccl, That no deduction shall be allowed for :my 
amount paid out for new bnilcliugs, permanent improvements, or better
ments made to increase the value of any property or estate; seventh, 
the nmount received as diddenrls npon the stock or from the net 
earnings of any corporation. joint-stock company, association, or in
surance company which is taxable upon its net Income us hereinafter 
provided; eighth, the amount of income, the tux upon which hr:s been 
paid or withheld from payment ut the source, under the pl'O\'!Slons of 
this section: ProDirled, That whenever tbe tux upon the mcome of. a 
person Is required to be withheld and paid at the source as herem
after rcqui~ed, if such annual income does not exceed the sum of ~3,000 
or is not fixed or certain or is indefinite or irregular as to amount or 
tlme of accrual, the sumo shall not be dedn~terl in the personal rewrn 
of such person. 

l\Ir. STEI:LIKG. j\Ir. President, I do not rise to propose any 
amendment, but sim})ly to make a suggestion called out by a 
statement made bv the Senator from Iowa [Mr. Cu~:IIINS]. 
It is in regard. to the exemptions on account of losses incurred 
in trade, and. so forth. The question was raised as to whether 
it would include losses in speculation on a board of trade. I 
am inclined to think that under the definition of "trade" it 
would include losses thus sustained., and the que;;tion is whether 
we want to exempt losses thus incurred. 

I call the attention of the Senator from i'lfississippi simply to 
the definition of the word "trade," so that he \Yill see how the 
proposition stands: 

'l1 l'::tc1e comnrehcnds every spr:cics of ex:change or dealing, either in 
the produce of land, In manuf:lctures, in bills, or in money; but it is 
chicily used to denote the barter or purchase and sale of goods, wares, 
and merchandise, either by wholesale or retail. 

And so forth. 
It seems to me that under this very broad and comprehensive 

definition it might include trade on a board of trade and the 
exemption would. pertain to a loss sustained. on a board of trade_ 

If the language could be qualified by some such expression 
as "losses incurred in legitimate and ordinary trade pursued. 
by the party," or equivalent words, it seems to I!le tll:tt it 
would be better than the broad expression used. 

l\Ir. WILLIAMS. Mr. President, all net income comes from a 
comparison of receipts and losses. There can be no other way 
of arriving at a net income except by comparing gains and 
losses. If a man lost a certain amount of money during the 
year, no matter how he lost it, he ought not to be compelled to 
put it in as a part of what he still has.. If two men bet upon a 
horsi) race, so far as that is concerned, during the year and one 
<>f them lost $100 and the other gained $100, the man who has 
the hundred dollars would have to take heed of it in computing 
his net income. and the man who lost it would"take heed of the 
loss in computing his net inconie. So far as I can see, you can 
not arrive at not income except by taking what comes in and 
what goes out. 

i'IIr. STERLING. But, if the Senator will permit me--
Mr. WILLIAMS. Allow me to add just this: I think this lan

guage would have been more easily understood if, instead of 
using the word "deductions" here, we had used what it really 
means, namely, that in computing net income for the purpose of 
the normal taxpayer he shall be allowed to return such and 

'such things. I think that is where the confusion comes in, if I 
understand at what the Senator is aiming. 

1\Ir. STERLIXG. This is the way in which it occurred to me: 
Here is a man who, under the protection of the Government, has 
an enormous income for which he would be taxable under this 
proposed law, but he squanders all that income or more in 
speculation, in illegitimate trade on the board of trade. The 
question in my mind is whether he ought to have the privilege 
<>f deducting from his income the losses thus sustained. 

:Mr. WILLIAMS. Mr. President, a squandered income is no 
1ncome. If it iVas squandered during the year of the computa
tion, it does not make any difference how the man lost it. 

.Take this sort of a case, for example: 'The Senator from South 
; Dakota and the senior Senator from Iowa seem to be worrieu 
·a good deal about the losses of a man in somotlliug else. The 

Senator from South Dakota ser:n;s to l1:1Ye tlw id!'a in hi~ mi:H1 
that if a man was both a farmer m:Ll a LnYFr he ougiJt to l;:eep 
two separate income account:::. nnd that Y.-ll:l t he lost as a 
farmer ought not to be c:h:1rsed up :~g~inst 'iYi:at he gained a:> 
a l:nl'yer, or vice ver.>a. as \Yell :~s I could nnL1erst:md him; :~ncl 
he seems to be Yery much worTiet1 about a rmrt of a man's 
capital, if it were lost, beiu; permittet1 to be ch:ugc>cl off. 

Kow, take this sort of a case: I am practicing la\\·, let us say, 
and I get $10,000 cluring the year from that practice, and during 
the s:1me year I lose $5.000 in my agricultural pursuits. :i\Iy net 
income, therefore, so far as that is concerned., is ,$G,000. Sup
pose tlla t my house, which is worth $5,000, burned clown; sup
pose the house burned by no fault of mine; that I hau no in
surance upon it; and I take my $5,000 and pay it out durin"' 
that identical year to build a new house. If all three of thcs~ 
things happen in the same year, I have no net income at all; 
nor ought I to be charged with any. 

Mr. STERLING. l\Ir. President, I grant that in the case sup
posed by the Senator from 1\Iissi"sippi he· should not be charged 
with any n€t income, because his losses were sustained in a 
legitimate business-in a commendable business. But in the 
other case the loss has not been sustained in that kind of busi
ness at all; but, whether a man haYing earned $10,000 as a 
lawyer or as a physician, should be allo\\·eu to offset against 
or deduct from that income of $10,000 that which he has lost in 
speculation on a board of trade, is the question. 

Mr. WILLLDIS. 1\Ir. Presiclent, the object of thls bill is to 
t[lX a man's net income; that is to say, what he has at the end. 
of the year after deducting from his receipts his expenclitures 
or losses. It is not to reform men's moral characters; that is 
not the object of the bill at all. The tax is not levied for the 
purpose of restraining people from betting on horse races or 
upon "futures," but the tax is framed. for the purpose of mak
ing a man p:~y upon his net income, his actual p;:ofit during 
the year. The law does not care where he got it from, so far 
as the tax is concerned, altl10ugh the law may yery properly 
care in another way. 

Mr. S'l'ERLING. If the Sen::ttor will permit me, suppose a 
man. has made $10,000 legitimately in a legitimate business or 
profession; the inspector or collector knO\YS that; auu a tax: 
is levied because of that income. or it is attempted to be levied, 
and the man says, "I lost $10,000 in a poker game," 1vhat then? 

11r. WILLIAMS. Suppose, in other words, that at the time 
the computation of his tax takes place he has not a reel cent of 
profit or income during that year, no matter how it occunccl? 

l\Ir. Si'IIOOT. Some one must have ·won what the other man 
lost in the poker game. 

1:fr. WILLIA:JIS. By the way, it is suggl'Steu to me that 
one man has gained IY1lat the other has lost, and that the "·in
ner might be taxed. on his ·winnings, so the GoYernmcnt ~~-ould 
not lose .anything_ · 

Mr. WEI~KS. l\Ir. President, I shoulll like to ask the Seua tor 
from ::\Ii8sissippi to giYe me his 011inion on a case 1vllich I will 
put to him. Suppose a man has a llnntlred thousand dollars in 
stocks, which are worth par; that they are selling at that price· 
and a dividend of 5 per cent is paid on thel!l.; in otller \\'Ord~ 
he gets $5.000 income from !.tis investment, he cams ;~5.COU from 
his l1€rson:::.l efforts during the year, and. his income is $10,000 
for that year; then suppose his stocks depreciate in value 
$10.000, has he any net income for that year? 

l\Ir. WILLIA.:\IS. I never thought about that, but I do not 
think that cuts any figure because the depreciation in the value 
of the stock is not ·like a depreciation by rcas<;tU of the wear 
and. tear arising out of the use of property. A man's income 
would still remain an income regardless of the yaln« of his 
property. My plantation this year might yield me, say, $3.000, 
and next year the same plantation mi;ht yield me $-!,000 or 
$2,000; my income would be measnrecl by 1vhat the plantatioll. 
yielded me and not by the value of the plantation. Meanwhile 
the property might go up in value or it might go down in 
value. That would have nothing to do 1vith the in-come, nor 
would the value of your stock in the market ha Ye anything to 
do with the di\·idends which you receil·e upon your stock. 

While I am talking upon that subject. there ois another point 
that occurs to me, and that is wl1nt the Senator from Iowa Dir. 
Cu:II:ln:~s] went oYer a few moments ago. If the Senator from 
Iowa can invent any way under t11e sun of preventing the sllift
in,c; of taxation, he is tllc 1visest m:m who has liYctl since Solon 
mcu. The Senator st>ems to think tlw t Y·)\1 on.:::ht to ~iYe a 
bounty to people who have less tllnn ~:3,000, pro\·it1e,l their in
come comes in the shape of di.-identls ill corpm·ation!'l, uecnnse 
when the c:orpoi·ntiou ''as taxed. the corponnion ret1ncell the 
fliYil1·~nr1s. It may be that the COI'llOI'alioll tlitl. :mel it m:1y be 
that it did not, but I urn goi11g- to SUJlpo.se first tl1at it uid. Sup
pose it clicl shift the tax in that way, c1o you imagine tllat the man 
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who worl\s fo:· :t ~alnry for that corporation will not han) a part 
of it ~hiftetl on hilll, too, in tile way of not raising his wages as 
much a,; tllPy othen.-lse ,,-oulLl ha.-e been raised'? Do you sup
pose that the merdwnt or the lawyer who pays the ineome tax 
is not going to mnke it up somehow in the price of his goods or 
in the price of !lis :st>nkes, if he can <lo it, if the demanu and 
supply of the market for the goods or for his peculiar sort of 
ability enable him to do it? And absolutely it is 11roposeu to 
giye the mnn with less than ~3,000 a bounty because a corpora
tion has shifted its hlx to him. 

:'lit-. 'VEEKS. Xow, I want to submit an aclditional inquiry 
to the Senator from :Jiississippi, relating to the case wlliell I 
h:wo already submitted to him, allll that is: Suppose at the time 
thol'le stocks were selling at 10 per cent below wl:at they were 
selling for the preYions year, I solll them for $10.000 less than 
they were priced at the ;year before, is that to be del1uctell from 
my income? 

iHt·. WILLLDIS. I think not. That is a more change of 
capital aml principal from stocks into llloney. 

:\II". WEEKS. It seems to me that it would be deducted. 
.i\Ir. WILLL\.:IIS. Do yon mean that in casting up your ac

counts and arriYing at your gross income, you do not count that'? 
Of course, yon woultl count it as you would count any money 
that you got from any source, but you w~uld charge against it 
nlso what wns regarded as the value of the stock. 

!Ur. 'i"'i'EEKS. It seems to me, Mr. President, that it wouhl 
be a shrinkage of my principal; and, under the reading of this 
bill, I am not sure but \Vhat that loss of principal could be 
deducted against my income, so that there would be no taxes. 

J\Ir. WILLLUIS. Under what clause of the bill? What 
provision of it do you mean? Does the Senator refer to the 
uepreciation clause'! 

:\Ir. WEEKS. Yes. 
:Jir .. WILLLUIS. 011, no. It says: 
Sixth, n reasonable allowance for the exhanBtion, wear and tear of 

property arising out of its use or employment In the business. 

That could not possibly refer to stocks. 
Mr. CU:JDIINS. .:\Ir. President, in response to the suggestion 

just made by the Senator from :Jiissis~ippi, let us see how we 
stand. He says that a man at the end of the year sits do\\'n 
to make up an account to see whetller or not he has any net 
income. If he is a merchant, he tnkes an inventory of his 
goods; if they are wortll less than they were the year before, 
they are marked down, and the market value of that property 
is entered upon the books in order to show whether or not he 
has made a profit during the year. According to the Senator 
from ;\lississi]JlJi, the same thing \voulcl happen with a lawyer. 
He sits down at the end of the yen.r and puts on one sicle of 
the account all he has taken in, all his profits, and he puts on 
the other side all his losses. If his losses are to be reckoned in 
the l'arne way that the merchant's losses are reckoned, then, 
of course, the depreciation of all the property that he may own, 
if there be a de[Jreciation. must also be entered upon the books. 

That shows, Mr. President, that, while the Senator from 
Mississippi is right with regard to ascertaining the profits ancl 
net income of business, he is not right, and the bill does not ad
just itself to the nscet·tainruent of net income of individuals 
who are not in what is ordinarily known as business. 

Mr. WILLIAl\IS. What is the Senator complaining of-that 
they can not charge off anything to ueprecin,J;ion account, while 
the merchant can? 

l\Ir. CUMMINS. I do not think they ought to be permitted 
to charge off ~vreciation of their property. 

Mr. WILLIAMS. Well, that is n different proposition. I 
supposed that probably the Senator thought the lawyet' also 
ought to be allowed to do it, and that we also should be allowed 
to charge the depreciation in our mental faculties, which would 
be pretty hard to estimate. [Laughter;] 

1\Ir. CUMMINS. I am not. I ::tm speaking against the prin
ciple. 

Mr. WILLIAMS. I do not know but that the Senntor is 
right about the general idea that no depreciation ought to be 
allowed to be deducted. There illl!Y be something in that sug
gestion, but it has been almost the uniform policy of all income
tax laws to permit it. 

Mr. CUMl\II~S. I simply want to record my protest against 
that principle. 

Mr. STERLING. I offer the nmenument which I send to 
the desk. 

The VICE PRESIDENT. The amendment will be statell. 
The SEcRETARY. On page 160, line 15, it is proposed to strike 

out the words "in trade" and insert "by the taxpayer in the 
pursuit of any oruinnry and legitimate trade or business." 

Mr. S'l'BRLIXG. If the amcndlnent were ::Jl1optel1, the 11roYi
sion woulll real!: 

Lo.sses incurred l>y t!1c taxpayer in the pursuit of any orc1ina1·y and 
leg1tunn te trade or l.Jnstne::;:i. 

;\Jr. 'VILLL\:JIS. In other words, you are going to count the 
man as haYing money which he has not got, bei::au:::e he has lost 
it in a wny that you do not approye of. 

1\Ir. STETILIXG. And I think rightly so. 
1\Ir. S:JIOO'l'. Mr. President, I should like to ask the Sen

ator what becomes of the man who is a brol;er and whose 
whule bu~iness is dealing upon the stock exchange? Does the 
Senator think that he ought to be taxed upon his income· and 
if so, should no( that man be allowed to deduct \Ybateye~ los~ 
he may incur in that pnrticular line of business'? 

:\Ir. STERLIXG. I think so, because I think the business of 
the broker, as a general proposition, is a legitimate business; but 
the amendment \Vould exclude losses sustained in stock nncl 
grain gambling; that is the itlea. 

Mr. S:\100'1'. 'l'he Senator differentiates, then. between the 
broker who does nothing else bnt follow that business anti the 
man who clo•~s it "on the side"? 

:Jir. STEHLIXG. Ob, no. A man may occasionally engage in 
the brokerage business, ::mel, taking a particular deal, it may be 
perfectly honest and legitimate; or he may be a regular broker 
engaged continuously in a business which is le;:;itimate. :My 
only object in suggesting this amendment is to llreYent. if it can 
be done, \Yllat might b~ termed the setting off of a loss in a 
strictly gambling operation. 

1\Ir. :JicCU:JIBEH. Let me ask the Senator a r1ucstion right 
there. If the successful party in the gambling operation-and 
I always supposed that what one man loses the other man gains 
in a straight· gambling contract-makes $10,000, would not the 
Senator charge it up to him as taxable income? 

l\lr. STERLING. I do not. know but that I would: and I do 
not t!J.ink there would be any injustice or wrong in doing so. 

Mr. :JicCU:JIBER. Very well. Then, if the Sen:ltor taxes him 
once upon that, why should he seek to tax that ~ame $10.000 
twice, both to the man who lost it and to the man who gain ell it? 
· 1\fr. STEHLIXG. Tile same supposition might be made in 

other cases, so far as that is concerned. You do not always 
avoid double taxation. 

The VICE PRESIDE:;\T. The question is on agreeing to the 
amendment proposed by the Senator from South Datota [)Ir. 
STERI.IXG]. 

The amendment was rejecteLl. 
The \'ICE PRESIDEX'l'. The question recurs on the amenll· 

ment reported by the committee. 
Tile amendment was agreed to. 
The re:1lling of the bill \vas resumeu. 
The next amendment of the Committe::; on Finance wn;;:, in 

section !2, page 170, at the beginning of line !22, to strike out 
the letter " C."; in line 23, after the word "vossession~." to 
strike out " the principal and interest of which are HO\V exempt 
by law from Federal taxation," so as to read: 

That in computing net income under this section there shall be ex
dulled the interest upon the obli~ations of a State or any political suh
dil'ision thereof, and upon the obligationR of the United ~tates or its 
possessions; also the compensation of the pt·esent Presi<lent of th~ 
t:nited States during the term for which he has been elected, and d the 
judges of the supreme and inferior courts of the United ~tates now in 
otlice, nnd the compensation of all ollicers and employees of a State or 
any political subdivision thereof. 

The amendment was agreed to. 
The next amendment was, in section 2, page 171, after line 

6, to strike out: 
D. That there shall be deducted from the amount of the net Income 

of each of such persons, ascertalced as provided herein, the sum or 
$-!,000: Pro~ided, That only one deduction of $4,000 shall be made 
from tile aggregate income of all tile members of any family composed 
of one or both parents and one or more minor children, or llusband a·nd 
wife, but if the wife is living permanently apart from her husband she 
may be taxed Independently; but guardians shall be allowed to make 
deduction In favor of each and every ward, except thnt In case where 
two or more wards are comprised in one family and have joint prop-· 
ertv interests the aggregate deduction in their favor shall not exceed 
$4,000; and 

And insert: 
C. That there shall be deducted from the amount or the net Income 

of each of said persons, ascertained as provided herein, the sum of 
$3,000, plus $1,000 additional if the person making the return be a 
married man with a wife, living with him and being herself not tax
able under the lncome·tax law, or plus the sum or ~1,000 additional If 
the pcroon making the return be a married woman with a husband 
living with he1· and !wing himself not taxable UlHkr the lucome·tax 
law; hut in no event shall this additional exemption of $1,000 be de-

~~~ffdb~Ya b~~r~ie~{~~;~d o~.n~ 1~·nri\~{fed ~o~;lW~~~ ~l~AW'tet~{n r~ga·~ 
tiona! exemption of $GOt) for e:tch minor child livin~ 1\'ith and depend
ent npon the taxable parent, hut the total exemption on account of 
children shall not exceed $1,000: l'rovide<l, '!.'hat the auditionnl ex
emption or exemptions for children shall operate only In the case of 
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one parent in nw c,nmc L1mil;-. nr.tl.th:~t tlw totnl ~xcmp.t!on on. nc- . 1\Ir. NORRIS. 1\Ir. Prc~idc>:1t. I 1~10;-c~ to ~t1·ik0 ont, on vngo 
e;1::jtt ot' t'hildl'C'll 8llall a.ppl,\' to ~t w1<1ow or a \\'ldvwer With a m1nor 1-? th 1 t t 1s f ]' - 1 11 •' 1· ,, b · tl f 1 
ot· denenilt'!tt <'ililtl or <'llilt!ren: l'mri<lcd ft<rtl:c;·, 'l'llnt where toth 1-•· e ::tS "IYO won ° me ' fllll a Oc me 0

• ewg ·.w 0 · 
p:ll'l1 nts are r:l~~al)lc urHlt\1• this net becn.use of h~rtin_:r more tlJ::tn 83~0.00 IO\Ving. ~vords: 
of net i:JCO!Ec each the cxcmpth'n on n<•connt of tlle children herem- Rut tllc total exemption on account or chilllrcn ~h,cll not cxccc<1 
bcJore providctl for "bc1ll not apply to either. $-1,000. 

:lfr. DTILSTOW. I call :1ttcatiou to the words beginning in I shonlll like to inquire o£ the Senator from :mssissil)pi wlly. 
line 23. Oll' ])::tge 171. reading.: in the opinion of the committee, the t'Xemptiou of $300 for each 

Pius tl;e sum of !)1,000 additional If _tllc pe_rson mrrking- th_c ret::rn be 
a mmTicc: woman witl1 n husband· linng w1th llcr and !Jemg htmself minor chilll supported. by the llc:1d of the f::tmily, \Yho has the 
not taxable under the income-tux law. income, should be limited to two? What is tl!e tllcory of the 

Docs that presume tJ;at a married woman with an income has committee-that the m:::u with t\YO cl!ilurcn should be entitlell 
a husband '':hom ::,\l{; hclS to support and therefore there ought to ~500 e:.:emption for e:<ch m2e of them, and the m,m \Vith three 
to be an 0 xomption because of that burden upon her? . children should not bo entitled to any more of an cx::mption? 

:\Ir. \YILLLUIS. It pn1sumes that where she has the money · i'.Ir. ·wiLLIA~IS. Of course 'IVhen you take an arbitrltry line 
she ought to pay the tax. The object of it, J:llr. President-not to stop or start with, in tlle c:1se of anything, it is utterly im
to follow up the form of the Senator's question, which would possible to ;;-ive a logical rc:tson fo~ it, e:s:cept that we wante(l 
lead me into digressious~was simply this: The Honse framed to limit somewhere the amount of exemptions to whicll. tlle 
its bill ur::ou the theory that $4,000 wn,s a reasonable amount,. in family would iw1e a ri;;-ht: aml it wns thought that a thousancl 
its opinion, for an .American family to lin~ upon, with a proper dollars was enongll, in aL1L1ition to the $-1,000, to constitute the 
standard of JiYiu;;-, and that a sum below that ought not to be exemption on account of children. In other n·ords. if a man 
taxed. When it came to us in that shape we concluded that had $3,000 a year that was exempt. and then h::td another thou
that was true if you. were going to take the family as a b::tsis. saml dollars on account of the fact that he was m:1l'l'ietl. making 
The House bill provided that the husbcmd and. wife should be ~4,000, and then had :mother tho11sanc1 on account of the fact 
taxed as one. We pro1ide that the man and \Yoman shall be that he had children, that would be $3,000, which was as mnch 
taxed just as if they were two men or two women. Then we as we cared to w...-e e:s:emDted from taxation to any one fami1y. 
gi>e this $1,000 additional to make the fb.mily exemption It is possible under this bill that a f:1mily migllt llaYe $0.000 
$4,000; but if both husband and wife are taxable, each has n.n exempt; but, if so, it would be beGmse the hnsban11 was u 
exemption of $3,000 alrc>ady, and tllcrefore we do not giYe two taxable person with an income of 01er $3,000. and the wife 
ta:mble persons. being man nnd 'l':ife, in one household the was a taxable person with an income of o\cr $3,000. 
$1,000 additional exemption. They have $6.000; to wit, $3,000 I will say to the Senator in all frn.n!;::J.css th:lt as far ns I 
apiece. That is the reason tl.lut was put there. ·am personally concerned I should not object if the exemption 

Mr. BRISTOW. I do not think the Senato1· fully tmdcrstood from taxation n-ere $300 for each child. wilh a limitation larger 
just what my objecti'on was. than this. but there m11st be a limitation somewlle1e. Surely, 

l\Ir. WILLIAMS. Possibly not. i~ a man happened to have 10 cllil;Jre:J. yon \Yould not wnnt to 
:.\Ir: BRISTOW. I belieYe that if the man has a wife to sup- g1vc him au e:s:em)Jtiou from tax:ltion of $0.000 on aceonnt of the 

port the exemption on the marriell man should be a thousand children; becnu~e the Senator know:o<. ns I L1o, that tl!C expense 
dollars more than on the unmarried man,. but I do not bclie-re of t:1king care of a family does not grow in arithmeticrrl propor
the woman ougllt to ha.-e au exemption of a thousand dollars tion with the increase in the numbL'L' of cllilLlrec:. It is not 
more because· she happens to han• a. husband. I think the much more cxpeusiYe to take care of three or fom· chiltlrl}a in 
husba;1d ought to be able to take care of lliiJ.lseif. a f:1mily than to take care of two, bec::tu~e the m~iutenance of 

l\Ir. WILLL\.MS. I tllink; she ueeus it a Iot more than he the husband all(T the wife n.ncl the honsehold e:s:nen;oes and :1 
does. 'great many other charges are in common in both ciises. But we 

l\Ir. BRISTO,V. It seems to me the Senlltor is encom·aging thought we ought to lb:: a limit some'\\ here; and the committeE', 
indigent husbands. . as well as the Democratic Party in conference l!ssembled, con-

c\Ir. WILLIAMS. ?\o; no more tlum I nm encouraging eluded that a thous:md dollars was a suflic:ieut amount to allow 
indigent wh:es. ·for exemptions on account of children. 

::\Ir. BRIST0\V. I do' not agree with the proposition an- Of course I could not give any logical reason why you should 
uounced by tbe Senator. ; stop at two miy more than nt three, or at three nny more than 

l\Ir. WILLIAl\lS. 1\fy object is to gi...-e the family $4,000 in at four; but the business rerr~on n·hich we had in mlnd was 
nny event where a ma!l. and wife· are I:Ying together as man about wll::tt I Ii.aYe statetl. 
and wife, but li did not want to give them $1,000. If both· of :.\Ir. NOitRIS. J:lfr. Presi<lent. I am >cry much obliged to 
them arc taxa]}le persons· and' each one had a right to· an exemp- the Senator from l\Iississippi for his Yery candid explanation. 
tion or $:3,000, if I had given. the additional $1,000 that family I believe the Senate committee has improved npon tlle Honsl~ 
n-oulcl haTe gotten $7,000 of exemption. I11 other words, in ac1di- bill in this particular resvect, at least. It appeals to me that the 
tion to. $8;000 to each as a person, tlley would have· recei\eci man who is maLTied and has a wife ought to h~.n~ a g-reate1 .. 
$1,000 as a family. exemption than the unmarried mnu. It appeals to me that the 

1\fr. BRISTOW. 1\Iy Yiew of the matter, I take it, is differ- 'mau \Yho is raising children ought to ha>e more of an exemp
ent from the Senator's Yiew. ~~here tile husband has an income tiou tlllln the married man who is not rai~.ing children. So in 
of $4,000 I tllink no attention should be paid to the income this particular part of the bill the theory upon which the com
of tl1e wife, I do not care what it is; and if her income is mittec acted. has always appealed to me, with the one excep
$3;000 I do not believe she. ought to ha...-e an additional $1,000 tion of this limitation. 
exempted because she happens to have a huslmnd; I. am op- The Senator knows, and it is common knowledge. that the 
posed to permitting the wife to deduct the extra. thousa.nd dol- ordinary family of the ordinary person has, :mel on;!1t to ha>e, 
lars because of' the presumption that she has to support her more than t.wo children. There ought to be eJ.:.couragement· 
husband. giwn for larger fu.mili'es than two children, at least. u· $4,000' 

1\lr; ·wrLLI~LS. We did not. ptlt ft upon. the grouml that is a sufficient exemption for an entire family, the Senator conlu 
the presumption was that she had. to support het husband, nor meE't the difficulty· by making the amount of exemption for 
did· we pnt the additional' exemption of a thousand dollars in each. child a less amount tllan. $500. 
the husband's cu~e on the gr<mnd. that he had to. support llis It seems to me there ought to be- no limitation, however: 
wife. 'Ve put it upon. the ground. that.. a family in any. event, It is not very much of a concession if you concede that much 
if either of t1lem is taxable, ought to have au exemption a to the men uncl the women who are raising families .and· per
thousand dollars greater than. a single. person not in a family. petuating the nice and continuing the sta!Jility of the country; 
In other· words, we ha >e tried to make. the family the basi& of If there is to be an exemption, it seems to me that the· man who 
the tax. is raising four- or five children is more entitled' to it tllltn the 

Mr. BRISTOW.. Mr. Presii:Ient, in order to express my views man who is raising. oniy two. 
r move to stvike out ot· the amendment on page 171 all of line I do not belieYe the Senator's argument is well founded as 
25· after tile word "'.Jaw" and the comma,. down to and includ- far as this particular limitation is concerned. As far ns I am 
irrg. ti.J.e word "wife/' in Tine 4; pnge 172'. Tfiat will strike out concerned,. I should lilte to take off the limitation entirely. 
the part of tne amendment which permits the wife to deduct But if you (]'o not feel like taking it off entire!~-. a>< m~- nmcnd
from her net income a thousand dollars bec:1Use she hnppens. to mont woulU., at least e:x:tend it to the erdin:lloy-sizetl family 
haye a husoand. that we would like to see and clo see exist in tlw o:·<linnrs ruu 

The VICE' PRESIDENT. The question is upon agreeing to of life. 
t11e amendment pro]lo!'etl lly tlle SenMor fi'om Kaus:u; to tlle ;\Ir. OLIVER. l\Ir. rresi<1ent--
amenc1ment of the committee. The YIC::l<; PH'ESIDE:'\T. Doe~J the ~Pn:ltor from ::\ebraska 

~'he amendment to t11~ :uuent.lment was rcjcctcJ. yiehl to tlle Scu,ttor fro!>.~ Pcnnsylnmi:l? 
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;\Ir. XOTUU S. I ~·iel<l to tlw Senator. 
~II·. OLIYEU. I will :tLltl tG \Yllat the Senator says that tllis 

concession nnwnnts to only $G a year for each child, and I do 
not think $G is too much bounty or premium to offer for each 
ndtHtional clliltl. In f:tct, I think it would be good policy for 
the Gu,·emment to otTer more than that to encourage tho propa
gation of lilJeral-sizell families throughout the land. 

)Ir. XORHIS. I beiieYe that is rigilt. 
)Jr. \YILLLL\IS. In other \YOrds, stop race suicide; !Jut let 

u~ t1o it in a separate !Jill. 
)ir. XORitiS. 'l'ho Senator knon·s tllat particularly on th:tt 

subject it would be difficult to get a bill this far along in the 
parliamentary situation. 

;\Jr. WILLLL\IS. Yes. 
;)lr. XORIUS. Tlle opportunity is hen:, 110\Y. If it is right 

to do it, let us do it. Here is the place, :mel this is the time. 
:\Ir. WILLIA)IS. Seriousi:r. ~Ie. President, and laying 

asil1e--
;\1r. ~ORRIS. I want to say to tho Senator that in offering 

tllis amemlment I am serious. 
:\Ir. 1\'ILLI..DJS. Oh, I know the Senator is; but I meant 

"being serious." 
;\Ir. ~ORRIS. I am serious, and I think the Senator ought 

to !Je. 
l\Ir. IVILLL',.:\IS. \i"hen I say "seriously,"· I mean that I 

intend to be serious, not that the Senator does. He is always 
serious. But, seriously, this exemption was not put here for 
the purpose of encouraging fnm ilics to ha YC childreu. It "·as 
put here because we thought a man with t\\o children to take 
care of ought not to be taxed at the same rate as a man with
out children. 

:\Ir. ~ORRIS. '!.'hen why tax tlle mau witll three cllildren 
the same rate as the man with two? 

:\Ir. WILLLUIS. We were trying to adapt the tax to the 
ability of the taxpayer, and not using it as a means to en
courage large families, nor do I thinl;: this woulcl be precisely 
the right bill in wllich to include any proyision for that pur
pose. It may be that the Senator is right, and that tlle exemp
tion ought to extend to three children or to four. Certain it is 
tllat families with only two children can not increase tlle popu
lation of any country, nor add strength to the State of which 

7\lr. WARRE:.< (when llis nnlllL' was called). I am pnirecl 
\Vitll tho senior Senator from :!!'lorida [:\Ir. l!'LJCTCHER]. I there
fore withhold my yote. 

The roll call \Yas concludetl. 
::.rr. LEA. I am pnirotl with. the Senator from Rhode I~lnncl 

f;\Ir. LIPPITT]. I transfer that p:tir to the junior Senator from 
)Ii>'sissippi [Mr. YARD"DIAN] and Yote. I vote "nay." 

)Jr. KBRN. I am paired with tllc Semttor from Kentneky 
[)Jr. BR"\DLEY] and witllholLl mv ,-ote. 

.:\Ir. CLARKE of Arkansas. i ask if the junior Senator from 
"Ctall [)Jr. S-cTHERLA:·m] has voteLl? 

The VICE PRESIDEX'l'. He has not. 
::.rr. CLARKE of Arkansas. I withhold my yote. 
Mr. STO::'-<B. I ll:ne a pair with the Senator from \Yyoming 

[Mr. CLARK], and will have to withholcl my Yoto. 
;\Ir. CHILTOX I transfer my pair to the junior Senc..tor 

from Tennessee (:.Jr. SHIELDS] and Yote "nay." 
3Ir. GALLINGER I have a general pair with the junior 

Senator from :i'\ew York [Jir. O'Gomu)f], which I trnn~·for to 
the junior Senator from :\Iaine [)Ir. B-c-nLEIGH]. I vote· " yea." 

Mr. W~~RREX. I announcell a pair v;ith the senioe Senator 
from Florida [)Ir. PLETCHER]. I tr::m~fe1· that pair to tile 
senior Senator from Connecticut [;\Ir. DRANDEGEE], so tllnt the 
senior Sona tor from Florida will stand paired with tho seniot· 
Senator from Connecticut. I Yotc "yea." 

:\Ir. DILLIXGI-LUI. I am paired with the Senatcr from 
.:\Inrylaucl [;\Ir. S~IITH] on this ancl all other questiona \Yllich 
arise on the bill. I make this announcement for the day. Fo1· 
that reason I withhold my vote. 

)Ir. LA FOLLETTE. I wish to annouuce that the junior 
Senator from Jiinnesota [;\Ir. CLAPP] is unavoidably absent 
from the Chamber this aftornoou. If he \Vere present, he woulcl 
vote "yea." 

The result \nts announced-yeas 27, nays 04, ns follows: 

Dorah 
Bmdy 
Bristow 
Cau·ou 
Colt 
C1·a\vford 
Cummins 

Fall 
<!a !linger 
.Tonc.s 
KenYon 
La li'oUette 
Lodg-e 
McLean 

YEAS-~7. 

Kelson· 
Kon·is 
Oliver 
Page 
Penrose 
Perkins 
Poindexter 

Sherman 
Smoot 
Sterling 
'l'o\"\"nsend 
\Vurrcn 
"'eeks 

they are citizens. But 1ve haYe it this way, and we haYe Ashurst 
stopped at $1,000; and I think e.-erybody will admit that Bacon f~~~son N~~Jdell 

NAYS-34. 
Smith, Ga. 
Smith, S.C. 
Swanson 
'l'homas 
Thompson 
Walsh 
'Williams 

whether a man has two children or three or four this exemp- Bankhead Le<l Roblnoon 
tiou helps him by keeping him to this extent from being taxed ~t~~berlain ~Im·tin, Ya. Saulsbury 
under the bill. · Chilton ~g~;.~lc, X J. ~~~~~~~\~ 

~Ir. :i'\ORRIS. Mr. President, I look at the matter on tllis Hollis Overman Shirely 
theory: tam not advocating giYing a premium for families of }~iif~s ~~,~~rene Simmons 
any particular size. I do not want to apply any other rule of Smith, Ariz. 
that kind. I simply think the man with three children can not :::\OT VOTI:::\G-34. 

afford to pay tlle tax as well as the man with two. You D;ave ~;:~~~ebee ~Yefc0h~~ r16B~~ber 
made an exemption for children because it is harder for a man Burleigh Goff Newlands 
with a family of children to support to pay the tax than it is ~frton g~~~na O'Gorman 
for the other man. Every time you tax him, and curtail his CI~l\~. Wyo. Hitchcock j;~~tflan 
ability to support his family, he does just that much less, and Clm·ke, Ark. .Jackson Shields 
must do just that much less, for the family. In the ease of gyA1i,';~~m £g~~s . Ss'mit~, ~Id. 

Stephenson 
Stone 
Sutherland 
Thornton 
'J'illman 
Vardaman 
\Vorks. 

the family of more tllan two children, you are depriving them ~ mll · -Ilch. 
of some of the luxuries and some of the necessaries of life So ;)Ir. ~onms's arnelll1ment to the amem1m€'nt of the com-
which you are not taking away from the others. mittee was rejected. 

I congratulate you on extemling liberal exemptions to the ;\Ir. LODGE. I suggest, in line G, on page 172, to strike out 
family of two children; but for the same reason that you did the worcl." mino~." _I thinl;: it is a hasty conclusion to infer 
that you ought to make the same exemption for the""'man who 1 that n mmor child IS a greater burden or expense upon the 
lias three or four children. Certainly there is no justice, it : parents than a child that is not a minor. I think that is an 
seems to me, in stopping where the committee clicl. · 1 erroneous deducti?n. . 

Mr. WILLIAi\1S. We had to stop somewhere. I know one ;\Ir. WILLLDlS. It IS based upon the theory that the law 
man wllo has 17 children. compels the parent to take care of the minot· child, and I thin!;: 

::\Jr. NORRIS. I think we ought to let nature take its course, the law in taxing the parent ought to have some regard to 
anclnot make an arbitrary stop. I ask for the yeas and nays on that obligation. . 
my amendment. Mr. LODGE. But, in line 7, it reads "living with and de-

The yeas and nays were ordered, and the Secretary pro- pendent upon." If the child is living ;vith :mel depemlent 
ceeded to call the roll. upon--

:Mr. CHILTO~ (when his name .was called). I announce my Mr. WILLLBIS. There ;vas an amendment to be made. I 
pair as on the former votes, and withhold my Yote. think that is a misprint. It ought to read "each minor child 

Mr. BRYAN (when Mr. FLETCHER's name was called). ~Iy of the taxable parent." The language "living with and de
colleague [Mr. FLETCHER] is absent on public business. He is pendent upon" "·as, I think, stricken out, but we will examine 
paired with the junior Senator from \Yyoming [:\Ir. IVAnRE)f]. into it and we can take it up again. If I am right about it, I 

Mr. LEWIS (wllen his name was cttllecl). I am paired with think tktt the language "living with anL1 depenuont Utlon" 
the- junior Senator from North Dakota [)Ir. GlW)f)[A], and was stricken out, aud it \vas left to road "each minor child of 
therefore withhold my .-ote. the taxable parent." 

:\Ir. REED (when his name was called). I am paired with )fr. LODGE. The language is "chilt1 li\·ing \\·itll an(l de-
the Senator from )lichigan [;\fr. S~!!TII]. I transfer that pair pendent upon,'' and e.-en if it were not a minor chilc1 of eonrse 
to the Senator from Oklahoma [)Jr. Gom:] and Yote "nay." the chilLI ifl a charge llllOU the parent. 

;\lr. THO :\LAS (wl!on llis name wns called). I transfer my :\Ir. \YILLLDIS. I will tell the Senator llnw it hnpprnet1. 
pair with the senior S<>n<ltor from Ohio [)Ir. Bnnox] to the j It was at one time proposed to say •· each cbihl under lS,'' and 
ounior Souator fro~n Xel·ncla [)Ir. l'!TT)U:>] lHlll YOte .• nay." tllen it was suggested there might lJe tlanghters over 18 still 
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ilC.!l<'ndPnt upon tlle . family.. So that language . was put in. 
'J'lley were eallc<l uHnor ch!IL1rcn, and necessnnly under 21 
yp;1rs. 'J'llc legal obligation stops at 21 and of course the 
exemption ought to stop ut that age. 

· :.\fr. GALLIXGEH. In lines 12 a!lll 13 the wonls "li dng 
witlt an1l dependent upon" are dropped out. 

l\Ir. WILLLUIS. I will take the matter up. an1l if I find 
out that I am wrong about it I will bring it up again. 

:.\Ir. LODG B. If I may make a su;.:.;estion to the Sen a tor, 
I think the wonls "liYing 'vitll and dependent upon" are a 
better de1lnition than tlle word "minor," because we know in 
lWlllY cases tllere are cllildreu of delicate healtll or perllaps 
cri]Jillell "·ho are dependent upon the parents aml liye with 
them Inn,; after they arc 21. 

Mt·. \YILLL\:\iS. Yes; that is true; llut tlte lcg;1l obligation 
to support thew ceases at 21--

:Jir. LODGE. The legal obligution ceases. 
Mr. WILLLUIS. And of course the principle lyinr; unclel' 

exemption ceases. The laugunge "living with" ought to l>c 
stricken out, auyllmv. It might happen, for example, that a 
chihl, for many reasons concei.-ab1e, might lle living with a 
grnndparent or living with au uncle or somebody else. ll!y 
impression is that we struck out the words "liYing with am! 
depetH1ent upon" aml just left it to read "minor child." 

11Ir. OLIVER :\Ir. President, I notice in lines 12 and 13 it 
reads " that the total exempcion on account of children shall 
apply to a widow or a widower with a minor or dependent 
child or children." Therefore, it seems from the language em
ployed that if a married couple have children they must be 
minors, l>ut in the case of a widow or widower the limitation of 
age is entirely stricl;:en off . 

.i\Ir. WILLLUIS. The Senator's suggestion would be per
fectly just if it were not the fault of the printer. Insteall of 
"or" it ought to read "and." I was expecting when we got to 
it to make that change, so as to read "with a minor ancl de
pendent child or children." 

:\Jr. OLIVER. It is fortunate that there is a printer. 
l\Ir. WILLLUIS. I will wake it now. In line 12 the word 

"or" ought to lle "and." I move that amendment to the 
ameudmen t. 

'l'he VICE PRESIDENT. Tlle question is on agreeing to the 
amem1meut to the amendment of the cmnmittee. 

Mr. JONES. I understood the Senator to say that the ques
tion was to be considered 'vhetller it should be limited to minor 
children of a certain age, under 18 or 16. 

Mr. WILLIA::\IS. There \vas a proposition at one time to 
limit it to 18, upon the grouuu that a boy of 18 ougllt to be out 
making his living. Then it was suggested it might not be a 
boy; it might be a girl. So, finally, it was put that way. 

i\lr. J00:ES. It occurred to me that some limitation of that 
kinu ought to he made. There are many families 'rllere there 
may be a couple of l>oys 18, 19, or 20 years of qge who make 
a living for themsel.-es, aml I suppose generally they do. 
Yet here the parents get an exemption on that account. Then, 
on the other hand, there is a family of four or fi1·e children 
under 7 or 8 years .of age, who make nothing for their support, 
and the parents get no· greater exemption for those than the 
family does for the grown-up boys who are barely under 21. 

i\Ir. WILLIAMS. Anybody seeking faults with a tax bill 
can always find them. 

Mr. JONES. It seemed to me that it would be a much more 
equitable arrangement to specify minor children under a certain 
age. In the 11ensiou laws we recognize a "!'imitation on minor 
children. 

l\Ir. GALI,INGER. l\Ir. President, I rose to suggest to the 
Senator that we probal.lly have passed hundreds, certainly 
scores, of private pension bills giving a pension to deformed 
ell ildren and children sick from birth, regardless of their age. 

i\lr. JONES. Yes; that is true, but--
i\Ir. GALLINGER. We have passed hundreds of them, ancl it 

seems to me that if this was made to read" dependent chilllren," 
without any reference to age, it would be better. 

· i\Ir. JONES. I merely make that suggestion. I do not think 
I shall otfer any amendment, but it seems to me that that change 
should be made. 

i\Ir. "\VILLL\i\IS. I thought if it read "dependent children" 
a great many children might be crowded in, and we lmd to fix 
some way to meet the conditions. 

l\Ir .. JONES. Why· not provide that there shall be so much 
exemption for each cllilcl under 16 years of age, like we allow a 
willow in a pension case? 

:Jlr. WILLIAl\IS. That would not be just to the girls in th'e 
fnmily. Frequently there are unmanied girls who cnn not sup
port themseh·es. The exemption ougbt to apply to thew until 

. they are 21. In other words, it ought to apply until the legal 

J.------:' ~n 

obligation of the parent to snp]Jort cea~es. If the Senator wnnts 
to 1ind a logical point, Ute logical point is that tile exem]ltion 
shall cense where the legal obligation to support ceases. 

:\Ir. JOXES. Of course tbe exemption coYers chiltlren who 
are ca]lal>le to care for tllemoeln?s; it beeomp;; more tlwn a mat
ter of rpl!E'f to the pnrent; it l>ccomes a matter of fnnw. 

Mr. IVILI;lA.:\IS. It is <l relief for the parents l>ecause of the 
legal obligation. 

'l'lle VICE PRESIDEXT. The Chair understnnL1s that the 
amc-rH1ment proposed by the :';enntor from :llissisBippi is to change 
the final word "or," in line 1~, to the wonl ·'and," so as to read: 

Shull apply to a widow or a widower ·with a miner and dependent 
child ot· children. 

Mr. WILLLDIS. Yes. 
The amemlment to the amcn<lment was agree11 to. 
:Jlr. G),LLIXGER. Does the Senator r)rovose to strike out 

the words "Jiyin;:; witl::. ancl," at the l;eginning of line T? 
:Jir. \YILLIAl\fS. l'lo; I ask to take that back and see ~·hat 

we have done. :\fy impression is that it was stricken vut. 
Mr. GALLIXGER. Yerv \Yell. 
:Jir. SDDIOXS. The cdmmittee will examine it. 
Mr. WILLLDIS. I do not mean to recommit it, but I wanted 

merely to assure i:.te Senate that I "·oulLllook into that nutter. 
:Jlr. JO='IES. I wish to ask C..tc: Senator another q:.restion. 

The amendment now reads " with a minor and dePendent child 
or children." Does that mean that there wny be an exemption 
on account of one child as a minor and another child OYet· age 
but dependent? 

iiir. WILLIA:\IS. :Ko: it is minor or depeu<len~ chill1 or 
minor and dependent children. 

l\fr. JOXE:". Wllat is the sig11ificance of the word "depeml
ent" there? I understood the Senator to say a moment ago 
that if the child was a minor of course the parent had a legal 
obligation to support it. 

ilfr. WILLIA.JIS. If the Sen;ltor will notice nlloYc, in line 7. 
lle "·ill see tlle language "!iYing with and dependent upon." If 
the Senator had done me the honor to hcwe listened to me, he 
wonlll Laye heaH1 we say that I thought in caucus or in com
mittee, one or the other, we had stricl;:en out thnt language. If 
it was stricken out in the one place, it was stricken out in both. 
:Jly recollection is that it was stricken out, but if it is to be left 
in one place of course it il to lle left in the other. 

:'IIr. JO='IES. I heard the Senator make that remark, but do I 
understand now it is to lle left in, or is the Seuator--

:Jfr. WILLLUIS. I \Viii examine it anll fincl out whether it is 
to be left in and what we did with it. 

i\Ir. JOXES. Is it not the Senator's idea that the "-ord "de
pem1ent" "-as left out? 

:Jir. WILLLDIS. That is my recollection. 
:Jir. JO~ES. '.rhen the Senator will bring the m<~tter to the 

attention of the Senate ngain? 
l\Ir. WILLLDIS. I will, proYided it "·as left out. 
iiir. JOSES. But if it is to be left in, tlle Senator will let it 

go without any suggestion. 
:Jir. WILLIA.JIS. Yes. 
Mr. JOXES. I should like to htwe the Senator bring it to 

the attention of the Senate if he concludes that it is properly 
left in, because I think it ought to be left out or else we ought 
to understand \Vhether the word "dependent" means something 
more than mere minority. 

:Jir. WILLIA:JIS. The Senator a moment ago was talking 
allout the wrong of the exemption on account of 1G or 17 or 18 
year old children who are not dependent. 

i\Ir. JONES. Certainly. 
:Jir. WILLIAMS. Ancl now, if I understanil him, be is oll

jecting to keeping the word "dependent" in the llill. 
l\Ir. JO~ES. No; I want to know whether it weans some

thing or not when it is left in the bill, and I want to know if 
we leave it in whether it means that if the parents have one 
minor child and then another child who is not a minor, but is 
dependent on them, they get an exemption for both. 

Mr. WILLIAMS. Undoubtedly it means that in order to have 
the exemption the child must be a minor and dependent. It 
is left in the bill and it says so. 

l\Ir. J"ONES. I do not think that is what it menus. I do not 
agree with that construction. I tllink if the Senator leaves the 
wonls "minor" and "depenilent" in. it would lle construed to 
mean one minor child and one child that was dependent bec:ause 
he was--

Mr. WILLLDIS. It could not pos~il>iy lle so constnl~Ll. he
cause that is not the langungc. 

Mr. JONES. Does the Senator mean that the minor child 
mnst be disabled in order to enable the parent to secure an ex
emption? 

l\Ir. WILLLDIS. N"o; I do not. 
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2\fr. J(f'\ES. 'l'llen. what does the word "!1ependent" mean? 
::.rr. \\;ILLIAMS. It means Llcpcm1cnt for support upon the 

t 'X'""·nr 
"~[~::··;C;?\E8. Docs that mean actmlly depemle;1t? 

:\ll'. \YILLL\:\IS. In other won1s, where the child or children 
nre not maldng their own lil'ing. 

:'.lr. JO?\ES. But suppose a ~0-year-old boy is nuking his 
li\i•1~; lmt is li\'ing v;ith his parents'? 

~\[r. \VILLL'I.l\IS. 'l'llen, if this lnngn~l.~C means anything at 
all. there \Yill lJe no cxempliolls on his account. 

:IIr. JO:\ES. Tllnt is \Yhat I want to get at. In other "IYOnls, 
tlw word ·'minority " does not procnre the exemption. antl the 
p.ll'L'llt, in order to get the exemption for a minor child, must 
slWi\' that llwt child is actually !lcpo1111ent on him nncl is not 
lJ:nldn;: a Jii'in:; for himself? If tllnt is "·llat it means, that is 
\Yl\:1 t I wnntet1 to understanil. 

:.rr. \VILLIA:\IS. That is whnt it S<lys. It s:1ys minor ancl 
L1P]1f!ll(1ent child. 

_:,lr. JO:\'ES. Yes. I hncl um1erstooc1, lw\\·eyer, that it wns 
tl1e Senator's contention that tlle fact of minority '\las the basis 
f·n the exemption. If the other contention is tile underst:mding 
of the Senator, thnt ls wllnt I wantea to kuo\\'. 

:\Ir. SI-IIYELY. The Seuntor from "\Yas!lington can easily 
conceil·e of a case where there may be a minor child with an 
absolutely independent fortune, in which enmt the parent 
\Yould not hnYe the benefit of the exemption. 

:\Ir. JOXES. "\Vllnt I wanted to understand clenrly wns 
wlletller or not thnt was the intention of the language here. 

The VICE PRESIDEXT. The question is on ngreein~ to 
the amendment re1JOrtecl by the committee, beginning in line :20, 
on pnge 171. 

The amendment was agreed to. 
The reading of the bilr' wns resumell 
The next amendment of the Committee on Finance was, 

on page 172. line 17, before the word "said," to insert "D. 
The"; in line 18. after the words "income of," to strike 
out " such" and insert "each"; in the same line, after the 
"'L>rcl "person," to strike out "for the year ending December 
31. 1013, and for ench calendnr year thereafter; and on," 
:mel in lieu thereof to insert "subject thereto, accruing 
during each preceding C<'1lendar year enclin~ December 31: 
Proridcrl, however, That for the year ending December 31, 
1Dl3, said ta:s: shall be computed on the net income accru
ing from I\Iarch 1 to December 31, 1913, both dates in
clusiYe, after deducting five-sixths only of the specific exemp
tions ancl deductibns herein provided for. On"; on page 173, 
line 9, after the word "ha 1ing," to strike· out "n net" and in
sert "an,;: and in the same line, after the "·ords "income of." 
to strike oi1t "$:l.GOO" and insert "$3.000 "; on pnge 174, line 2. 
after the word "indivh1uals," to insert "Proz:ided, That a return 
made lJy one of two or more joint guan1inns, trustees, executors, 
administrators, agents, receivers, aml consenntors. or other 
persons acting in a fiduciary capacity, filed in the district 
where such person resides, or in the llistrict where the will or 
other instrument under which he acts is recorded, under such 
i'esulations as the Secretary of the Treasury may prescribe, 
,;hall be a sufficient compliance with the requirements of this 
]Jaragraph "; in line 15, after the wonl "annual," to insert "or 
periouical "; and in line 17, after the word "person," to insert 
·'deduct a11d withhold from the payment an amount equivalent 
to the normal income ta:s: upon the same and," so as to read: 

. , 
D. The said tax shall be ~omputed upon the remainder o! said net 

income {)f ench person subject thC'reto, accruing during each preceding 
~alcndar year ending December 31 : PI'OL"ide!l, ho1ceL·er, That for the 
::eur ending December 31, 1013, said tax shall be computed on the net 
income accruln~ from March 1 to December 31, 1913, both dates in
clusive, after deducting five-sixths only of the specific exemptions and 
rleductlons herein provided for. On or before the 1st day of March, 
1!)14, nnd the 1st day of Murch In each year thereafter, a true nnd 
accurate return, under onth or affirmation, shall be made by each 
person of lawful age, except us hereinafter provided. subject to the 
tax imposed by this section, and ha vi.ng an income of $3,000 or over 
for the taxable year, to the collector of internal revenue for the dis
trict in which such person resides or has his principal place of 
lmslness, or, in the case of a person residing in a foreign country, in 
the place where his principal business Is carried on within the United 
States, in such form as the Commissioner of Internal Revenue, with 
the approval of the Secretary of the Treasury, shall prescribe, setting 
forth specifically the gross amount of income from all separate sourc2s 
and from the total thereof, deducting the aggregate !terns or expenses 
:md allowance I1ereln authorized; guttrdlans, trustees, executors, nd
tninistrato:rs, agents, recchtcrs, conservators, nnd all persons, corpora
tione, or associations acting in any fiduciary capacity, shall make and 
render a r~turn of the net income of the person for whom they act. 
'l:bject to this trrx, corninr; Into their custody or control and manag-e
ment, anti I.Je sui.Jject to nil the provisions of this section which apply to 
indi\•iduals: Provided, That n return made by one of two or more joint 
guurdinns, trustees, executors, ndminlstrators, agents, receivers, n.nd con
sen-ators, or other persons acting in a fiduciary c~(Jncity. filed in tbe 
district where such person resides, or in tbe dhtnct whore the will 
or other instrument under which he acts is recorded, under such regu
lations as the Secretary of the Treasury may prescribe, shall be a 

sufficient comt:Iinucc with the rcquil'0H1(~ni~ of i11is pr!ra~rapll: nnd rtl!;O 
all rwr~on.s, hrm-:-:, .cm:npani0s, C?partue>rships. corpol'ai ions, joint-stock 
c~mpan1e8. or a~socuttlons. and Insurance cnmp:lnics. except as hercin
a~ter proi·Hled, 1n ''.rh:ltcycr e1pacity nctin~. ha-du;; the control receipt, 
d1~posa1, ~r parm0r1t of fb:rd or c1cterminrt~_,l2 annunl or r;eriodical 
g:un~. profits, mvl 1ncomr. o.f nnot110r pci·.:::nn. subject t.o tax, shall in 
behalf of ~uch twrson tlL"(luct ::I_H1 witli.hl)ld f~·om tho payment nn 
nmouut eqtuYalcnt to the norro:tl tucnmc tJ.x upc:n the RiLU10 and mn.ke 
and render a return, as afcu·es~hl. but sepnrn.tr and distinct, of tlle 
portion of the 1ncome of E'jCh person frorn which tlle norrual tax h3.fi 
be0n thus vdthllcld. nnd cont:1inin~ n1so the~· n1mt~ ~tnd ncl(h·:::-;:.::=:; of such 
per~ou or ~1tatin.r2: th~t the name nnd a(idt'·2S~ Ol' tllc addt·css, as tho 
ca;;e may lH~, arc unln-:.own. 

'l'he :1mendmPnt wn s a "rc~·c1 to. 
J\Il'. \YILLLDIS. :ur. ~Pr~si<lc·nt. I ,,-,mt to o[Jr,· nn amen•1-

ment nt this point to curo nn oyc;·si;,ht in tlH• bi:I. Arter ilw 
celon £ol1o,ving- the \\~ol'(} "tu:kno,,~n ... on p:~~c 11·1, lil!e :2·1, I 
moYe to insert the following langtmge : 

Pro~·[(h;tl, That the proYisio:n renui!'ing tho: nnl'P"i;tl t~x of !ni1h·il1nal~ 
to lJ;~ withht'l!l at 1hr f'nurcr. of thr inc0m0 sll:11l !Jot be cou~trucd to 
~i'l~~l',;' i::2{ of such tas: to be withheld prior to tile udc of tile l"''"'';;e 

Then, ::\Ir. PrcO'ir1ent. following thn t amcnda1ent, the proYi>o 
in line ~4 should re,lu "l'roridcrl further." 

1\Ir. BOTIAH. l\Ir. Pn'~idcnt, ;1s I mH1l'!'Stl1nc1, the Sc>nator 
from ~~Iif'si~sippi a day or t\\·o :ego asko<1 tlln t n pro\·ision of 
the bill b:::.ek on page 1GG shonlcf be rec·ommitted to the com
mittee for further consickrntion. 

l\Ir. WILLL\l\IS. Yes. 
Mr. BORAH. I slloultl like to haYe tllnt portion of the bill 

which deals with the subject of relieYing corporations from 
":it.hholc1ing tile money clue upon bom1s to go \Yith that pro
YISlO!l, because they will both haye to be consideretl together in 
a large measure, as I understnnd. 

1\Ir. WILLLUIS. I do not see why tllev should both co 
together. Does the Senator mean the "mendment which I ha\~e 
just offered? 

i\Ir. BORAH. Xo; not this pnrtlcn1nr mntter: but you h:rve a. 
pro;-ision in the bill relieving the paym"nt at the source \Yith 
reference to bonds, hrrYe vou not? 
. ~~r. WILLL~::\IS. Is the Senrrtor referring to the proyision 
m lmes 6 nnd 1 on pn;;e ITO'? 

i\Ir. BOR.-\H. Xo; I am not refe!Ting to that. I will cull the 
Senator's attention to the express proYision when we reach it. 

?>Ir. WILLIAMJ. Very well; that will probably be better, if 
we have not reached it. 

1\Ir. BORAH. I expected to leave the Ch~mber, but I will re
main here until it is re~cheL1. 

The VICE PRE,SIDEXT. The qne~tion is on the nmenrlment 
proposed by the Senator from :IIissi.o;sippi [::\Ir. \YILLI.urs]. 

The nmendment wns :J.greed to. 
'l.'he reading of the bill n·v s resumed. 
T~1e next amendment of the Committee on Finance, wns, in 

sectwn 2, par:Jgraph D. page 174, line 25. after the 1vord "e:s:
c~~din;[!'," to strikJ out " $3.500" and insert " $3.000": on pngc 
1 w, hne 1, after the >vorc1 "required." to insert "Prot'irlcd 
tnrtl!cr, That any persons carrying on bnsiness in pnrtner~hip 
shall be linble for income tax only in their indiYi!lual ear1ncity, 
and the share of the profits of a partnership to ,vhich mw tax
nble partner would be entitled if the :'ame n·e:e c1i\·illed. ,.,.iJetller 
divided or otherwise, shall be rettm.1ed for t~,:s:ntion anfl the ta:s: 
paid, under the J)l'OYisions of this section. allll nnv snell firm 
when requested by the Commissioner of Internal "neYeJme. 01: 
any district collector, shall forwnrd to him n correct st:1tement 
of such profits nnd the nnmes of the indiYWnnls who wonlLl b" 
entitled to the same, if distributed"; in line 1::?, nfter the word 
"persons," to strike out "liable only" null insert "lialJlc "; in 
line 13, after the word "tnx," to insert "only''; in line 18, 
after the word "provided," to strike out the semicolon nnd the 
words "nnd the" nnn insert a 11eriod; in the !'<a me line, rrfter 
the word "proY:icled," to insert "Any person fo1· whom retnrn 
hns been mncle and the tax paid. or to be paid ns aforesaid, 
shnll not be requ'red to make a retnrn unless such person has 
other net income, but only one c1c<1uetion of $3.000 shall be 
made in the cas·~ of any such person. The" ; after the worcl 
" it," at the encl of line 24, to strike out "and mny incref!se the 
nmount of nny list or return if he has reason to believe that tlu 
snme is nnderstatecl: Prrniclccl. That no such incrcn"e shall be 
mat1e except after due notice to such pnrty nnd nron proof of 
the amount understntecl; or if the Jist or return of nn:v person 
shall hnve been inere:csed lJy the collector, such person mny lw 
pet·mittell to prove the amount liable to be a~ses;o:ed: but sw·h 
proof shall not I C' consi<lerea as conc·lnsiYe of the fncts. nlH1 no 
t1o<luctions claimed in such ca:;es shnJl !Je.n<a!le or allowe<1 until 
appro,·cd by the collector" nml insert "If the collector or 
deputy collector hnve reason to belieYe thnt the an·,ount of anv 
income returned is llll<1erstated. he shnll give due notice to tlte 
person mnking the return to show cause why the amount of the 



Hll3. CO~UHBSSIONAL RECOHD-SBNATE. 3855 
return ~lto\11'1 not lle ill(;renst'l1. am1 npnn proof of the amount 
mHler::;tntet1 nwy int:re:tse the s:tme :tc<:nn1ing1y," so as to read: 

rroddcrl, That in eithl'r case aliuye mentio~ed no return of income 
not exceeding $:-LOOO shall te rcq;lirefl: Jlroridctl further~ That any per~ 
::;on:-; carryiw..?,· on hnsinC's~ in pann..:•rsbip ..:;b.nll be lia~lc for income tax 
only in their inrlidduul cupa<'il)', ,u!d tlle sl1:ll'e o[ ~he ~rofits ?f a 
parttH'l':)llip to whieh any taxnlJ!l~ partnct· would be cntitll'(l 1f the ~tunc 
l\·o.re divided whethc>r <.li\"ich.):._l or otl:erwiSL\ shall l>c returned for taxa
tiOn and thf~ tax paid, u!Hlc·r the pro1·isions of ~his_ f;ection, anc1 any 
snell firm. \Vhen requested b~~ the Commi"S~ionet· of Internal Hevenue, or 
anv clbrrid eollector, shall forward to him 't coned statem.ent of snell 
1m\nts :>nrl the n:Hnes of thr inclividtwls 'vho wonlrl l}c ~ntltled to the 
~~lme, if clistrihut~· l: J>J·r,rid(d {urtllcr, That 1:erson:::: I_u.tl~lc for the HOI'· 
mnl inrcmc tax (H1ly. on their own ncconnt or 111 lH~h_aH of. anotl\~r! shal~ 
not be recuiL't'd to make return of the incc;me de~·n·ed 11-on: (]lvulepd:-:; 
on tbc cahital stcek oe fr~m tile ne~ earn1n.~s of cOl'poratlons, jolnt
srnek C•Jmpanies or associatiOns, and Insurance companlCs taxable upon 
11u~ir net: inl!nme a~ Jwrciunftt~r.JH'O\'i<l~tl. An~: person, for 'Yhont return 
hn~1 11u•n n.utde aud the tax paid. or to be paul ~s aforesn1cl, sl~nll uot 
lJc requir2d to m:Jke n return unless such person has other net Hlcome, 
Unt only one dt>ductlou of :)3,000 shall be m:lde in tl!e case of ::_l.llY such 
person. 'l'he collector or <l~puty. colle~tor shall rcqmre ~yery. llst to be 
Yf'l'i:1cc1 by the o:1Lh or Qllirm~1twn ot the p~rty rcndetin~~ 1t. If the 
<'tJHcctor or deputy collcl'tor h~lYC reason to believe that the n1nonnt of 
nny inC'ome returned is understat~cl. he sl)all give due notice to the 
pet·:son making· the rctern to shov.~ cau::::e why the amount of the return 
shoclld not be increased, and upon pr,oof of the amount nuclers~a~ecl 
m'tY increase the same accordin<rll'. If dissatisGecl with the decJswn 
or' the colJ~ctor. such person may· Sr.Im1it the ('a~r. v::ith all the pap~t·s, 
to the Commis::-:inner of Internal Tie-n.::nnc for his tlecision. :1ntl may fur
niSh sworn i.e:;timony of witnesses to prove auy releynnt facts. 

The amendment \Yas agreed to. 
The next amendment \YflS. ln section 2. paragraph E, pnge 

1 TH. line 20, after the word "made." to in>ert "lly the Commis
sioner of Internal Rcyenne"; on page 17T, line 5, before t.lle 
word •; proyidcd." to strike out •· nboYc" ; in the same line, 
nfter the word "for," to inset't "in this section or by exioting 
law," so as to read: . 

E. That all aRsessmcuts sllall l1e made hv the Commissioner of Intcr
naf ll8venuc nncl all persons shall be notified of the amount fur whicl1 
they arc respccti>ely liable on or before the 1st clay of June of each 
~mccessiye :rerrr. and snid nssessmePt'3 shnll be paid on or before the 
:lOth clay of .Tunc. except in cases of refusal or uep;lect tr, make such 
return and in ca,es of f:tlse or fraudulent retnt·ns. in which cases the 
Commis~ionet· of Internal lle\"ennc sllaii. upon the dif-icoverr tllcrcof, nt 
nnv tim(~ 'vit!1in three \ears after said rctnrn is due. make a return 
upon information obtairierl as provided for in this section or by exist· 
inp; law, uncl the assessment made b:c the Commissioner of In~ernal 
He;·enuc thereon Rhall be paid by such person or persons immediately 
1:pon notification of the nmount of such assessment; and to any stun 
or sums due and unpaid after the 30th cla"' of .Tune in any year, ancl 
for 10 days after notice uncl demand thereof b:l the collector. there 
shall lJe added the sum of 5 per cent on the amount of tax unpaid, ancl 
interest nt the rate of 1 per cent per month upon su\d tux from the 
time t!Je eame became due, except from the estates of insane, deceased, 
or insol>ent persons. 

The nment1meut was :1.grecr1 to. 
The next amendment '"as, in sectioa 2, paragraph E, page 17T, 

line 1 D. after the word "including," to strike out "lessees or., ; 
nncl on pa;.;e 1T.S. line 2, after the 1\'0rd "exceeding," to strike 
out "$4,000" and insert "S3.000," so as to read: 

All persons, firms, copartnerships, companies, corporations, joint
stock ccmpnnies or associ;.1tiou~, and insur::tnce companies. in what
ever capacity acting, includint; mortgagors of real or personal property, 
1rnstees acting in any trust capacity. executors. administrators, ag·ents, 
receivers. conser>utors. cmploJ·crs, and all officers ancl employees of the 
Fnited States having the control, receipt. custody, diepos::tl, or p:tyment 
of interest. rent, salaries, wages, premiums. annuities, compensation, 
remuneration, emoluments. or other fixed or determinable annual gains, 
profits. and income of another person. excec>dlng ~:3.000 for nny taxable 
year, other than dividends on capital stock, Ol' from the net earnings 
of corporations and .ioint·stock companies or associa1.ions subject to like 
tax, who are required to make and render a retnrn in behalf of nnoth~r. 
es provided herein, to the collector of his, her, or its district, are hereby 
authorized and required to deduct and withhold from such annual 
gains, profits, ancl income such sum as will be sufficient to pay the 
normal lax imposed thereon by this section, and .o<hall pay to the officer 
of the United States Government authorized to receive the same; and 
they are each hereby made personally liable for such tux. 

'l'hc amendme11t was agreecl to. · 
'l'he next amendment was, in section 2, paragraph E, page 

1TS, line l 3, after the worcl " ta:s:," to strike out : 
In nil cases where the income tax of a person is withheld and de· 

<lncted and paid or to be paid at the source, as aforesaid, such person 
shall not receive the benefit of the exemption of $4,000 allowed herein 
except by an application for refund of the tax unless he shall, not less 
than :10 days prior to the day on which the return of his income is dne, 
file with th~ person who is required to withhold and pay tax for him, 
.an affidavit claiming the benefit of such exemption; nor shall any per
son under the foreg-oin.g- conditions be allowed the benefit of any deduc
tion provided for in subsection B of this section unless be shall, not 
Jess thnn 30 days prior to tlle day on which the return of his income 
is rlue, file either with the person who is requirecl to withhold and pay 
tux for him a true and correct retnm of his annual gains, profits, and 
Income from nil other som·ccs, and also the deductions asked for, and 
the showing thus made shall then become n part of the return to be 

. made in his behalf by the person required to withhold and pay the 
tax, or such person may likewise m:<ke applic:rtion for deductions to th~ 
collector of the district in which return is made or to be made for him. 

And insert: 
l'ro!:idcd, That landlords nrc to make their own returns and tenants 

arc exempt from the provisions of the fol'cgoing rcqnil'ement except 
when, in the casz of indiYiduals, trastecs, and other noncorpornte 
owners, the terms of the lease requil'c the tenant to pay Strtte and 
municipal taxes nncl asscfjsments again::;t the property, the cost of 

muintcnnncc, repairs, and insurance, in which case tennnts are author
ized and required to deduct the tax out or the gross rental In the 
manner abon prescribed. Where the owner is a corporallon the tenant 
shall not be required In any case to deduct the tax upon the gross 
rental, the corporation itself being required to make the return and 
the statem~nt of the clcclnction. 

If the person re<:ch·ing such payment of more thnn $3,000 per 
annum Is also entitled to derluclions under the seccmd 11aragmph of 
subsection B which rcduec llis aggre~atc income so as to (lntitln him 
to exemption from the normal income tnx, or reduction of the nrnount 
subject to the tax, he ;nay receiYe the benefit of such exemption, or 
reduction, either by filing ''ith the pet·son required to withhold the 
tnx nncl vay it to the Go·10rnmrnt, not lc~~ than ~10 rLl.YS prior to the 
day on which the return of hi< income is clue, an aflitlarit claimin.~ the 
benefit of such exl'mption. and a true and coi.T•_'ct p;tatcmrnt of his 
annual income from all other solll'CQS, and of the c1Pduetions claimed, 
which nfrldavit ancl statement shall become a part of the return to be 
mucle in his behalf hy the JWr,on rcquirr<l to with<lOlrl nml pny the 
tax. or hy mnking- th1' npplit':ltion for the exemption to the ('ollector 
of the dl~trict in 'vhich rdurn i:-; made or i.o IH' m:uh~ lot· hin1, :nul 
proving- to th0 snth;faction of lhe eol11~ctor tbnt h~ is entitled to the 
::ar.:.1c. 

Tile nmeiHlmeut IY:ls agreed to. 
::\Ir. BOHAII. ::\fr. l'rc~i:l;'nt. the 1wxt pnra~l':1[1ll is tllP one 

to whkh I reJ'eneLl. 1rhic:ll I »llottll1 like to hn ·•e passeJ orer 
nntil the committee reports nron the paragr;llJll on vnge 1 GG. 

Mr. IYILLLUIS. Let the Secretary re;ld it. 
The Sccret:u·y re~al as fulln\Y~: 
'Yherr unc1Qr the terms of n r~1ntt·act cnh'ret1 into bc•fore th!fl act 

takes effect the pn?:mc-nt to \•.-tich the taxable pl'l'::::on i:; t-!Ititlcd is 
rcq;_1ircd to b!"~ mnde v.-itlu.-.ut flllY tL_,dnction b~· rc·~1~-:.nn of any tax 
impORf~d. th1~ obligot· shall net he ;.:omilC'lled to nlal,;c such dNhiction or 
\Vithhol<l the income tax, but silnll gi\-c notice to the coliPctnr of the 
vn:rment madP, or to be :in.Hh"'. as part of tlte return \Yhicll he is 
1'(-'(JUirc-d to make, nnd the said .s1~m sllall in that ca~c. for the purposes 
of this act, be computed as n. P<H't of the ineome of the tuxablc person. 
If· the oblig-or fails to give sn:.::h notice he shall be nersonally li2.blc for 
the income tax if tile ~ame is not pair! by the taxable pc>rson. Ko 
snch contract rnterci.l into :-:fter this net tal\CS ctiPct Rhnll be valid in 
l'(·g-ard to nny Feclrral iucom1~ tax impo~cd UjJOn a llC'l'snu liable to such 
payment: Prorid~cl furfhc,-, Th2.t ii such ne!.·son is a minor or an ins~ua 
person. or is absent fi'Cr:J tile 1.:nitC'd States, or i~ llll::tblr owing- to 
serious illness to mc.1ke the return and applic~tion ahoYe proYidecl- for, 
the return and application n1a:; be m:-ttlc for him or hci· hy the person 
required tn \Yitllltolcl and pay tlJc· tax. lle maldup; oath under the 
penalties of this net tl,at lle has ·sulllciPnt knov:lcll."c' nf the "ffuirs and 
property of his bencfi(~iar_\· to ('1-IJ:lblc hin1 to mrr!-~.c a ftlll and complete 
return for him or her, ::mel that tlle rEturn and ::tpplic<ltion made by 
him arc full unci complete. 

. l\Ir. WILLLUIS. I should like to hear "·hat it is that the 
Senator has in mind. 

::\Ir. BORAH. \Yllat I saW "·as that I shon1ll like to have 
that part passed oYel' until the committee reports upon the 
lll'OYision upon pnge lGG. 

;\fr. WILLLDIS. IH1y slltJn!cl this go with thnt? 
Mr. BOILUI. Of course, the latter part of this has nothing 

to do with that; but there is one view of the matter on page 166 
which I think might haYe a goocl de:1l to do 1Yith it. I clo not 
know \Yllat the l'('j)ort of the committef~ will be upon it. 

Mr. IYTLLLUIS. I do not see that one of these thin~s is 
connected with the other. The cbnse to which the Se{intor 
refers is one intended to meet the case of contracts n·here the 
corporation undertakes to pay the tax. like the Steel Trust, 
for example, the Carue::;ie stock, and all that. 'l'his substan
tially le::wes the question to be determinable at law. It -ex
empts the corporation from being compelled to make the de
duction, lmt makes it ghe notice to the collector of the tax. 
Jn that case the collector will comp'Jte the intere~t as a 1mrt 
of the income of the taxal.Jle person. But it is followed by this: 

If the obligor fails to gi>e such notice. he shall be personally liable 
for the income tax if the same is uot paid by the taxnlJle person. 

If a corporation having Jhat sort of a contrnct \rants to 
keep its contract, all it has to do is to fail to give the notice 
and go ahead an(l pay the tnx; and if there is going to be a 
lawsuit about it, the United States Government wants the tax
able person-in the illustration I haYe gh·cn, J:\Ir. Carnegie-to 
pay his ta:s:. 

The 'i'JCE PRESIDE)\T. 'file question is on agreeing to the 
amendment of the committee. 

Mr. WILLIAMS. I will say that I do not think the two 
things are inrliRsolubly tied to one another. If the Senator de
sires it to go over for some reason, of course I am perfectly 
willing that it shall go over; but I am not willing that it shall 
be recommitted. 

Mr. BORAH. I am not asking that it shall be recommittecl. 
::\Ir. \VILLLDIS. Very well; then the Senator simply wants 

it to go oYer. In that e1·ent it will be passed over; certainly . 
I owe an apology to the Senntor. I misunderstood what he 
\van led. 

The VICE PRESIDE)\'1'. Let the Chair understand the mat
ter. Does the amendnicnt go over before it is :tgrecL1 to, or 
after? 

l\Ir. BORAH. Before it is agreed to. 
:\Ir. WILL LUIS. Yes; before it is agrcet1 to. 
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JHr .. SDE\IO:XK Why may not the amendment be agreed to 
now, with the um~erstanding that it may be called up again if 
ihe Senator desires? 
· Mr. BOHAll. r ha "l'e no objection to. that. I simply made the 
suggestion which is usually made here. I haYe no objection if 
it is to be rC'considered if we desire to reconsider it. Then. let 
it be adopted. 

The amendment was agreed to. 
The VICE PRESIDE~'r. The Secretary will make a note 

~hat the amendment may be reconsidered if desirable. 
The reading of the bill was resumed. 

· The next amendment of the Committee on Finance was, on 
page 181, line 16, after the word " bonds," to strike out the 
comma and insert the word " and " ; in the same line, after the 
word "mortgages," to insert·" or deeds of trust"; in line 17, 
after the word " other," to strike out " indebtedness" and insert 
."obligations," so as to read: 

P1·ovldr.d; ftwtlzer, 'l'hat the amount of the normal tax hereinbefore 
imposed sh.:tll be deducted and withbcld from fixed and determinable an· 
nual gains, profits, and income derived from interest upon bonds and 
mortgages, or deeds of trust, or other obligations of corporations. 

J'IIr. GALLINGER I will call the Senator's attention to the 
fact that after the word "associations," in ·line 18, page 181, the 
,word "and " sllo11ld be insert eel. It becomes nece:;;sarv from the 
fact thrrt the language on the ne:s:t line has been stricken out. 

J\Ir. WILLIAHS. 'l'he Selliltor is right about that. That was 
brought about by strild!1g- out the subsequent lang-ucge. 

The \"ICE PTIESIDE:'i·.r. The nmendment \Yill be stflh•c1. 
'.rhe SEcnr:TART. On line 18, puge 181, before the ,yorcls "in

surnnce compnnie;;:," it is ]Jr0110sed to insert the \YOl'd "and." 
The amendment wns ngreed to. 
'l'he next amem1nwnt of the CommitteC) on Fimmcc was, on 

page 181. line 10. after the words "insurance companies," to 
strike out "and also of the United States Government not now 
exempt from tax:1tion"; in line 22, before the word "subject," 
to stril~e out "$4.000 " and insert "~,3,000" : in line 2'1. after 
tlw \1-ord ''income," to insert "and paid to the Government"; 
and on png-e 182. line J3, after the word "exceed," to strike 
out " $4,000 " and insert " $3,000," so as to read : 

,T.)int-stocl' companies or associations nnd Insurance companies, 
'l>hcther pa,·ahlc annually or at shorter or ion;;er pHiodR. although 
such interest does not amount to ~:3,000. subject to the provisions of 
this secticn requiring the tax to be withheld at the source and .. de
ducted from annual income and paid to tbe GD>ernment; and like· 
wise the amount of such tax shall be deducted: and witbhcld from 
coupons. checks, or bills of exchange for or in payment of interest 
unon honds of forri;:m countries nnd unon forei.g-n n1ort.r:ng-es or lil;:e 
obli:mtions (not payable in the United States). and also from coupons, 
clwcks. or bills of exchange for or in pa,•ment of any di>idends upon 
the stock or interest upon the obligntions of foreign corDorntions, 
associations, nnd insurance comp2nie3 engaged In business in foreig11 
countries: and the tnx in ench C:l~!? sl1 D.ll be '"'~Tithbeld nnd df'dnctal 
for nnd in \)ehalf of n.ny pe1·son ~·Jhj0.et to the tn.x lH~r<:inbC!orQ 1m· 
pos2t1, altl10no:h "nell interest. di\·idencs, or other compensatwn do2s 
not exceed $;1,000. 

The amendment was agreed to. 
The next amendment \Yas, :Jt the top of )lnge 183, to insert: 
~:\u persons. firms. or corporations undertaking- as n matter of bnol· 

ncs> or foe profit the collection of forei;:n payments by means of cou
pons, checks, or bills of excllnng-e shall obtain a license from the· C_om
missioner of Tnternnl R•:'\Cnuc. nnc1 shn1l be sub:iect to such re;:!n1ntions 
enabling th0 Gowrnment to ascertain nnd verify tlw due witlllloiding 
nnd 11ayment of the income tax re(\uired to be withl1eld and p:nd as 
the CommL:::;;ionC'1' •of Internal lleYen~H'. w·ith tbe npproYn.l of the Sec
retnry- of the rrrer.s:ury. s-hnU presc::tlhe; and nny pe-rson who shnli 
unc1crtnke to ro1!0('t ~n~iJ pn?ments f!~ aforrs~id with0nt hnvinr: ob~ 
tniDed n Eet'nGe il~C'J'<'for. or withcut cc.mpl~.-in_g '"itb snch re.~ulntions. 
nlmil b~"' (;rr_'r<1C(1 .t~nil1~: of n mistlc•mef!nnr and for rn.cl~ offense be fined 
in fl. sn~n .:1nt f'~~rr,~ctin.'! ~G.OOO. or im;1rif'onrd for n term not exceed
ing one ~car, or botb, in the di.~crelion of the court. 

The arr1CD(1nJent 'Y:tS [!greed to. 
The rc:lliing of the bill "·as rcsnm8d. 
'l'llc next nmcndnwnt ,.,.,, s. on p:1ge 183, line ~1, after the 

\\Onl "rrturn.'' to strih:c 011t "an\ 0erson for \Yl1~1n1 rctuTn hfls 
!wen ma;1e nnd the tax l'!lil1. or ·to- be paic1 r<s :tforesnicl. slwll 
n;<t he rcf]e:rol1 to nmtc n retnrn un]('p.r: snell p~r;.on has other 
llC't inc-niH'. !1ut onJ~- one deduction 0f ~.cJ.()()() 'llnlllw m:1<1t! in 1]:() 
ca~;c of ~:1y snell per~~cn1" nnc1 insert "UlH1er rl1lc~ nnt1 reg-nln
tiGn:; 111'::'S2l'a)ct1 by the Ccll1111issioner of IntCl'llrtl ne~~-enne :l11d 
npprol-t!<l h~- the P,ecrctary of the 'l'1·easury." 

:ur. Y':IT.LI.\:IIS. Mr. Prrsirknt, tllnt ougl1t t0 be "to be pre
scril,ed." I mo-;-c to anwnd tlte amendment by inserting the 
.'~Yords H to be." 

The \'ICE PHESIDE:\'l.'. 'l'lle ~.menciment to tlle amendment 
n·ilJ be s!atn1. 

'l'he Sr:c·l:ETAnY. On pnge J.SS, line• ~G. before tlle wonl "pre· 
scribed," it i1; proposet1 to insert ,. to !Je." 

Tbc ame11dment to the :1ll1Cndmcnt >YHS agreecl to. 
Tlle ~nncm1mcnt ns amenr_1cd \\'<to agreecl to. 

The next amendment \1":1S, on page 184, after line 3, to insert: 
The provisions of this section relating to the deduction and payment 

of tJ;le tax at. the source of. in~o::ne Rhall only ll[lply to the normal tax 
herembefore Imposed upon md1nduuls. 

The amendment was agreed to. 
The next amendment was, in r)aragrnph F. pnge 184, llne 12, 

after the \Yord " penalty," to strike out "not exceeding $1i00" 
and insert " of not less than $20 nor more than $1,000 " · in line 
13; after the word " person/' to insert " or any officer' of any 
corporation,"; and in line 18, after the word "exceeding," to 
stnke out ' $1,000 " ancl insert "$2,000," so as to make the para
graph read: 

F. That if any perso~, corporation, jointcstock company, association, 
or. insnr.ance company hable to make the return or pay the tax afore· 
said shall refuse or neglect to make a return at the time or times here· 
inbefore specified in each year, such person shall be l!abre. to a· penalty 
of not less than $20 nor more than $1,000. Any person. or any otllcer 
of any corporation required. hY law to make, render, sign, or verify 
any return who makes any false or fraudulent return or· statement 
with intent to defeat or evade the ass~ssment required by this section 
to be made shall be guilty of a misdemeanor and shall be fined not ex· 
ceedi!!g $2,000 or be impriso.ned not exceeding one :rear, or both, at 
the d1scr·etion of the court, With the costs of prosecution. 

The amendment was agreed to. 
The next amendment was, in parr.graph G, page 185, line 2, 

after the word "organized/'. to strike out "but";. in line 4, 
before the wort'!"" npon," to insert "then"; in line 4, after the 
word " income," to. strike out "a•rising or " ; and. in line 5, after 
the worcl "accruing," to strike out " by it," so as to read: 
. G .. Ia) That the normal tax hereinbefore imposed upon indiYicluals 
l!kc;>z~c shnl! b.e levied, assessed·. nnd pnid annually upon the entire 
net Income ar1sing or accruin~ from all sources dnring the pre-cec1in0' 
calendar 3'~ar to every corporation, joint-stock company· or association~ 
and evt>ry Insurance company. organized in the United Sta.1:es. no mutter 
ho"~ cr.rnted or o_rg-;:niz~?d, not inclnding pn.rtnerships: but !f organized, 
nntnonzcd. or ex1stmg under the la1n of "nv forl'itcn cou,trY then u::zon 
the- nmount of net income n.ccrning from buSiness transacted 'and cn·pltal 
invested within the United States during ouch year: 

The amendment was agreed to. 
The rerrding of the bill was resumed and the Secretary read 

to line 11, page 185, as foDows: ' 
l'_roridrcl, lzowevcr,. '.rhat nothing- in tbis sectio!l sllr.ll apply to labor 

agl"Icult~ral, or h~n·ticultural organizations, or to mutnal sa·dngs bankS 
not havmg_ a. cap1tal stock represented by shares. or to fraternal bene
ficwry soc1eties, orders, or associations operatiu~ under the lod~e 
system. o o 

l\Ir. WI~LIAJHS. Mr. President, on line 11, page 185, after 
the word system,'' there ought to be an amendment made to 
curry out the 1mrpose of the bill. It says: 

Fraternal beneficiary societies, orders, or n.Ssociatio!ls operating under 
tbe lodge system. 

It np)lears from some information I have recently receiYed 
that the insurance branch of the :Masonic fi·aternity does not 
opC'rate under the lodge system. althou:;:h. of course. the fra
temity itself. does. I ask that this p:ut 0f tlle proYiso may be 
held open for the purpose of an amendment. I have not yet 
had a chance to consult the committee about it. 

The VICE PRESIDENT. The proviso, beginning on line 7, 
pag-e 185, and going- d0\1"11 to line 11, ·will be passed over. 

The reading of the bill wrrs resumed. 
The next amendment was, on pnge 18tl, line 19, after the 

\YOrd "charitable," to insert "scientific"; and in line 21, after 
the \1-ord "individual," to insert "nor to business leagues. nor 
to chambers of commerce or boards of trade. not organizCll for 
profit or no part of the net income of which inures to the 
benefit of the priYate stockholder or indiYiclunl; nor to any ch·ic 
league or organization not orgm1izerl for Jll'ofit, but opernted 
e:s:clusiYely for the promotion of social \T::>JJ'are," so as to re:1d: 

And proYic1ing for the pa~·men"t of Ilfe. sic!~. accident, nnd otJJcr bene
fits to the ill8mtcrs of such soc·ietics. o1·ders, or nc.-sccintions nnd de
pendents of such memb0rs. nor to domc::rtic l:rnildi!2.g :!nd loan nssc:cia· 
tions. nor to cemet0r:v companies, or.£:;nnlzed nncl O])C'l'<lh)d excln~in:Iy 
for tbe DlUh1nl benefit of th(•ir memhPr~. nnr to :1ny corpornt1ou or 
n.ssociation or::n.ni?..cd and operated cxcln~;i\-cl~' for religkniR, cll£1.ritnl,le, 
Rci~ntific. or educational purpo~es. no p~1~·t of the Eet incomC" of whirh 
inurcg to tbe benefit of n.ny nrh~rrte stod~h·.:1lder or :ii1diYidnnl. nor to 
bn~iDC'SS Jcng-nCS, 1101' to clln.n11Jcrs Of Ct)l1U!J('l.'<?0 or boards 0£ trade, not 
or!::Inizr•<l for profit or no pnrt 0f t"l1P lH't income of which innrc~ to 
ih~' brn('fit of the! priyntc stocld1olc1cr or il~!1iyh1n:J.l: 110r to nny rh·ic 
Jrn~·1c or or~:1nizn.i"ion not or.~·nnizcd for profit, ln~t operated e::t::cinsi;·ely 
for tl.:c promotion of social welf~"l..rc. 

The nmemlment "·ns ngreec1 to. 
::IIr. HITCHCOCK. 2\Ir. Presit1ent, I haw an :-!I110oH1mcnt 

which I slwulc1 like to o!Ier al!(l llaYe rc-:l<1 nt this I;<>int. 
The YICE PRESIDE:-\'1'. 'I'be ameil•.t:'ll'l't \Yi!l 1;,, ~Lll('tl . 
'The Sr:CTIET..:UtY". After the fil'St r<-!l.'~1~l';tpll in s:•ction G. page 

1Sfl, it is proposed to insel't tlle fnlkwiug: l'l''''"iso, to come in 
after the \\·ord "\\"elfarc" in line 2: 

Pro1·idcd .. That \vhcnc\·cr n corporation~ jc:::t~d·ocl:;: COI:l."lii;:..ny, or ns~ 
socin.tlon s!;nll produce or ~ell :1anual1y OIH'-f~~~:"!i'ter or u1o~·e of ihe 
entire amount of nny line of pro(1netiou in t1H.~ r_nitcU Slptes open to 

'general nwuufactnre or prouuctiou the rate of tax to Le lened, :-rsscsscd, 
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nncl pnlcl ncr annum upon the entire net income of such corporation, 
joint-stock· company, or association arising or accruing from all sources 
slwll be as follows: 

A. If its production or sale be one-quarter and less than one·third of 
the total amount of any line of 11roduction, its annual tax shatl be five 
times the normal tax hct·einbeforc imposed, to wit, 5 per cent. 

B. If ils production or s:1le be one-third and less than one-half o~ the 
total nmount of uny line of prouuction, its annual tax shall be ten tnncs 
the normnl tax hereinbefore impo~ed, to wit, 10 per cent. 

C. If its production or sale be one-half or more of the total amount 
of any line of production for the whole country, Its annual tax shall be 
twentv times the normal tax hereinbefore imposed, to wit, ~0 per cent 
on its~ entire net income accruing f1·om nll 5otn·ces. 'l~hc words "line 
of pt·oduction" n\Jovc used shall~ be construed to mean ttny partic_nlar 
article or any particular commodity, or to mc;tn :l!IY cl~ss of artrclcs 
or commodities ordin:trily manufactured in cou.)unct!On w1th e~ch other 
from the same or similar m:1.terials; but no line of production shall 
subject a corporation to nn>· additional tax imposed by this paragraph 
unJegg sairl line of produdion amounts to at least $10.000,000 a Y<'ar, 
nor shall this additionnl tax llrD\'idcd for in this paragraph apply to 
corporntions, joint-stock companies, or associations employing Jess than 
SiiO.OOO,OOO capital represented by stock or bonds, or both. In the 
Jcv:vin.:; and collection of the tax authorized in this paragraph the 
findings of the Secretary of Commerce ao; to the annual production and 
sal,• by corporations, joint-stock companies, or associations shall be 
taken us prima facie evidence; and whenever those findings show that 
a corporation, joint-stock company, or association controls one or more 
other corporations, joint-stock companies, or associations, directly or 
indirectly, the same line of production of the subsidiary concern shall 
be added to that of the controlling concern; and wheneYer it appears 
that two or more corporations. joint-stock COillQalliCS, or as~OCll1,tl011S 
haYe stockholders in common to the extent of oO per cent 111 e1ther, 
each shn.ll pay the rate of tax that would be leyied if the two concerns 
were united and their product combined. 

Mr. WILLIA::IfS. If the Senator from Nebraska wa1lts to be 
heard upon this amendment, as I apprehend is the C<\se-

:.\Ir. HITCHCOCK. Yes, sir; it is. 
::IIr. WILLLDIS. It is 6 o'clock now·, and I will yield for a 

motion to go into executive session. 

EXECUTIVE SESSIO~. 

l\Ir. HITCHCOCK. I move that the Senate proceed to the 
consideration of executive business. 

The motion wns agreed to, and the Sennte proceeded to the 
consideration of executi>c business. After 8 minutes spent in 
executi\·e session the doors were reopenecl, and (at 6 o'clock 
and 10 minutes p. m.) the Senate adjournecl until to-morrow, 
Friday, August 29, 1913, at 11 o'clock a. m. 

XO::IIINATIONS. 

Ea:ccuNrc nomill(rf'ions receivea by the Senate .August 28, 1913. 

A.)!DASSADOR EXT!lAORDIN,\.RY AND PLENIPOTENTIARY. 

Henry ::IIorgenthau, of New York, to be ambassador extraordi
nary and plenipotentiary of the United States of America to 
Turkey, vice William Wooclville Rockhill, resigned. 

COLLECTORS OF CUSTOMS. 

Znch L. Cobb, of Texas, to be collector of customs for the dis
trict of El Paso, in the State of Texas, in place of .Alfred L. 
Sharpe, resigned. . 

Frank Rabb, of Texas, to be collector of customs for the dis
trict of Laredo, in the State of Texas, in place of James J. 
Haynes, resigned. · 

AGENT AND CONSUL GENERAL. 

Olney Arnold, of Rhode Island, to be agent and consul gen
eral of the United States of America at Cairo, ~pt, vice Peter 
Augustus Jay. 

l\IINISTF.P. RESIDENT AND CONS17L GENERAL. 

George W. Buckner, of Indiana, to be minister resident and 
consul general of the United States of America to Liberia, vice 
Fred R. l\Ioore, resigned. 

CONFIRMATIONS. 

Exccutire nominations confirmed, by the Senate .A.·uuust 28, 1913. 
· PRO:ii!OTIONS AND APPOINTMENTS IN THE NAVY. 

Lieut. George B. Landenberger to be a lieutenant commander. 
Lieut. (Junior Grade) Herndoa B. Kelly to be a lieutenant. 
Theodore \V. Johnson to l>e a pro:-P~~or of mathematics. 
Carlos V. Cusachs to be a professor of mathematics. 
Arthur E. Younie to be an assist:mt surgeon in the Medical 

Reserve Corps. 
Walter C. Espach to be an assistant surgeon i 1 the ::IIedical 

Reserve Corpo. 
John F. X. Jones to be an assistant surgeon in the :\Iedical 

Reserve Corps. 

POS'nL\STFRS. 
IOWA. 

E. R. Ashley, Laporte City. 
Henry F. Evpers. ;\fontrose. 
Anton Hneb~cll, McGregor. 
Ben Jensen, Onawa. 

NORTH D.\I-;:OT.L 
Frank L.ish, Dicldnson. 
V. F. :Nelson, Coopel'ston-:n. 

E. E. Fra1:ce, Kent. 
James P. Stewart, :X:les. 

Lon Davis, Sealy. 
W. 1.'. Hall, La Porte. 

orno. 

'£EXAG. 

WEST riF.GI::'<L.I.. 

J. L. Butcher, Holden. 

SEX ATE. 
FniD.\Y, August r!D, 1913. 

The Senate met at 11 o'clock a. m. 
Prayer by the Chaplain, Re>. Forrest J. Prettyman, D. D. 
'I'he Secretary proceeded to rc:1ll the Jonrnal of yesterdny's 

proceedings, when, on request of :.\Ir. Sn.nroxs nne! l>y unani
mous consent, the further reading was dispensed with and the 
Journal was approyed. 

GOODS IN BOND. 

The VICE PRESIDENT. The Chnir lays before the Senate u 
communication, which will be read. 

The Secretary read as follows: 
Tm:.\SGRY DEP.\r.nm:-~T, 

Washington, _{ugust :!7, 1n~. 
The PnEsrvEXT oF TnE U:-~rTED STATEa SEX.tTFJ. 

Srn: I haYe the honor to acknowledge receipt of a copy of a Senate 
resolution under date of the 21st instant, requesting, for the use of the 
Senate, certain information relati~e to goods held without the na>·ment 
of duty in warehouse now and at the same time in the year 1\ll:.!. 

In repiJ: I have to advise you that similar information with rPspect 
to goods m warehouse August 1, 191:2. and August 1, 1013. was for
warded to you under date of Au;;ust 21, 1913, In compliance witll a 
resolution of the Senate of August 1. 1013. 

The figu_res, if compiled on goods in warehouse August 21, would 
probnbi:J; drffer but llttle from those furnished you computed on goods 
in w~rcDouse under date of August 1, and it would take some time to 
compile them. In Yiew of the matter. I have to request to he informed 
whether data similar to that given in mv letter of August ~1. as of 
.<lugust 1, Is desired brought down to August 21. 

Respectfully, 
W. J". llcAooo, Secretary. 

The VICE PRESIDE::-IT. 
table. 

The communication will lie on the 

ENROLLED BILL SIGNED. 

A message from the House of Representatives, by D. K. 
Hempstead, its enrolling clerk, announced that the Speake1· of 
the House had signed the enrolled bill ( S. 1620) to provide 
for representation of the United States in the Fourteenth Inter
national Congress on Alcoholism, and for other purposes, and 
it was thereupon signed by the Vice President. 

CALLING OF TIIE ROLL. 

1\Ir. KERN. Mr. President, I suggest the absence of a quo
rum. 

The VICE PRESIDENT·. The Secretary will call the roll. 
The Secretary called the roll, and the following Senators an

swered to their names: 
Ashurst Fletcher Norris 
Bacon Gallinger Oliver 
Bankhead Hitchcock Page 
Borah Hollls Penrose 
Bradley Hughes Perkins 
Brady J"ames Pittman 
Brandegce ·Johnson Pomerene 
Bristow ·:roues Robinson 
Bryan Kenyon Root 
Chamberlain Kern Saulsbury 
Chilton Ln Follette Shnfroth 
Clapp Lane Sheppard 
Clark, Wyo. Len Sherman 
Colt Lodge Shields 
Crawford McCumber Shively 
Cummins McLean Simmons 
Dillingham :\Inrtin, Vn. Smith, Ariz. 
Fail :uarlinc, N. J". Smith, Ga. 

Smith, Md. 
Smith, S.C. 
Smoot 
Sterilng 
Stone 
Sutherland 
Swanson 
Thomas 
Thompson 
Townsend 
Vardaman 
Walsh 
Warren 
Weeks 
"Williams 
Works 

::llr. McCu::IIBER I again announce the necessary absence 
of my colleague [Mr. GRONNA]. 

::\Ir. TOWNSEXD. The senior Senator from Michigan [l\Ir. 
SMITH] is absent from the city on important business. He is 
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DocUMENT 

No.98. 

'I'AX ON NET INCOME OF CORPORATIONS. 

MESSAGE 
FROM TH!C 

PRESIDENT OF THE UNITED STATES, 
RECOMMENDING 

AN AMENDMENT TO THE TARIFF BILL IMPOSING UPON ALL COR
PORATIONS AND JOINT STOCK CO:MPANmR FOR PROFIT, EX
CEPT NATIONAL BANKS (OTHERWISE TAXED), SAVINGS BANKS, 
.AND BUILDING AND LOAN ASSOCIATIONS, AN EXCISE TAX 
:MEASURED BY 2 PER CENT ON THE NET INCOME OF SUCH COR
PORATIONS; ALSO PROVIDING FOR A CONSTITUTIONAL AMEND
MENT GIVING POWER TO IMPOSE TAXES ON INCOMES. 

JuNE 16, 1909.-Read; referred to the Committee on Finance and ordered to be 
printed. 

To the Senate and House of Representat'ives: 
It is the constitutional duty of the President from time to time to 

recommend to the consideration of Cong-ress such mNtsures as he shall 
judge necessary and expedient. It~ r1\y inaugural address, imme
diately preceding this prest'nt extrH•JI\linary session of Congress, I 
invited attention to the neees~itv f, 1r a revision of the tariff at this 
session, and stated the prineiple~ u~;~m whieh I thought the revision 
should be effected. I referred to t h• then rapidly increasing defieit, 
and pointed out the obligation on the part of the framers of the tariff 
bill to arrange the duty so as to seeure an adequate ineollle, and sua
gested that if it was not possible to do so by import duties, new kinJs 
of taxation ·must be adopted, and among them I recommended a 
graduated inheritance tax as corr<>ct in prineiple.and as eertain and 
easy of collection. The House of Representatives has adopted the 
suggestion and has provided in the bill it passed for the colleetion 
of such a tax .. In the Senate thE> aetion of its Finance Committee 
and the course of the debate indieate that it may not agree to this 
provision, and It is now proposed to make up the deficit by tht> imposi
tion of a general income tax, in form and substance of almost exll.ctly 
the same character as that whi(·h in the cnse of Pollock 1'. Farm(:'rs' 
L,>an and Trust Company (157 U. S., 429) was held by the Supreme 
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Court to be a direct tax, and therefore not within the power of the 
Federal Government to impose unless apportioned amo~ the several 
States according to poJ>ula.tion. This new proposal, which I did not 
discuss in my inaugural·address or in my message at the o~ning of 
the present session, makes it appropriate for me to subm1t to the 
Congress certain additional recommendations. 

The decision of t} ,e Supreme Court in the income-tax cases deprived 
the National Gove ~nment of a power which, by reason of previous 
decisions of the court, it was generally supposed that Government 
had. It is undoubtedly a power the National Government ought to 
have. It might be indispensable to the nation's life in great crises. 
Although I hav~ not considered a constitutional amendment as neces
sary to the exercise of certain phases of this power, a mature consid
eration has satisfied me that an amendm,.nt is the only proper course 
for its establishment to its full extent. I therefore recommend to 
the Congress that both Houses, by a two-thir-ds vote, shall propose 
an amendment to the Constitution conferring the power to levy an 
income tax upon the National Government without apporti"nment 
among the States in proportion to populatien. 

This course is much to be preferred to the one proposed of reenact
ing a law once judicially declared to be unconstitutional. For the 
Congress to assume that the court will reverse itself, and to enact 
legislation on such an assumption, will not strengthen popular con
fidence in the stability of judicial construction of the Constitution. 
It is much wiser policy to accept the decision and remedy the defect 
by amendment in due and regular course. 

Again, it is clear that by the enactment of the proposed law, the 
Congress will not be bringing money into the Treasury to meet the 
present deficiency, but by putting on the statute book a law alr.;~dy 
there and never repealed, will simply be suggesting to the executive 
officers of the Government their possible duty to invoke litigation. 
If the court should maintain its former view, no tax would be col
lected at all. If it should ultimtttely reverse itself, still no taxes 
would have been collected until after protracted delay. 

It is said the difficulty and delay in securing the approval of 
three-fourths of the States will destroy all chance of adopting the 
amendment. Of course, no one can speak with certainty upon this 
point, but I have become convinced that a great majority of the 
people of this country are in favor of vesting the National Govern
ment with rower to levy an income tax, and that they will secure the 
adoption o the amendment in the States, if proposed to them. 

Second, the decision in the Pollock case left power in the N a.tional 
Government to levy an excise tax which accomplishes the same 
purpose as a corporation income tax, and is free from certain objec
tions urged to the proposed income-tax measure. 

I therefore recommend an amendment to the tariff bill imposing 
upon all corporations a.Jitd joint stock companies for profit, except 
national banks (otherwise taxed) 1 savings banks, and building and 
loen associations, an excise ta.x measured by 2 per cent on the net 
income uf such corporation..'i. This is a.n excise tax upon the privi
lege of doing business as an artificiftl entity and of freedom from a 
general partnership liability imjoyed by those who own the stock. 

I am mformed that a 2 per cent ~ax of this cha':acter would bring 
into the Treasury of the L:nitcu Stntes not less than $2.>,000,000. 
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The decision of the Supreme Court in the case of Spreckels Sugar 
Refinil!g. Company ~ainst McClain (192 U. 8.1 397) seems clearly 
to establish the principle that such a tax as this IS an excise tax upon 
privilege and not a direct tax on property, and is within the federal 
power without apportionment accordmg to population. The tax on 
net income is preferable to one proport10nr .. te to a percentage of the 
~oss receipts, because it is a tax upon success ana not failure. It 
rmposes a burden at the source of the income at a time when the 
corporation is well able to pay and when collection is easy. 

Another merit of this tax is the federal supervision which must 
be exercised in order to make the law effective over the annual 
accounts and business transactions of all corporations. While the 
faculty of assuming a corporate form has been of the utmost utility 
in the business world, it is also true that substantially all of the 
abuses and all of the evils which have aroused the public to the 
necessity of reform were made possible by the use of this very faculty. 
If now, by a perfectly legitimate and effective system of taxation, we 
are incidentally able to possess the Government and the stockholders 
and the public of the knowledge of the real bm~iness transactions 
and the gains and profits of every corporation in the country, we have 
made a long step toward that supervisory conttol of corporations 
which may preTent a further abuse of power. 

I recommend, then, first, the adoption of a joint resolution by 
two-thirds of both Houses proposing to the States an amendment 
to the Constitution granting to the Federal Government the right to 
levy and collect an income tax without apportionment among the 
States according to population, and, second, the enactment, as part 
of the pending revenue measure, either as a substitute for, or in addi
tion to, the inheritance tax, of an excise tax upon all corporations, 
measured by 2 per cent of their net income. 

WM. H. TAFT. 
THE VV"mTE HousE, June lfi, 1909. 

0 
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