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Chapter 86, Resolves of 1948.
Resolve providing for an Investigation and Study by an Unpaid
Special Commission relative to the Problems of Taxation.
Resolved, That an unpaid special commission, consisting of two

members of the senate to be designated by the president thereof, five
members of the house of representatives to be designated by the
speaker thereof, and four persons to be appointed by the governor, is
hereby established, to be known as the Special Commission on Taxa-
tion. Said commission shall make an investigation and study of the
general subject of taxation in the commonwealth, including among
other things the assessment and collection of taxes and the distribution
of such taxes. Said commission shall also make such investigation
and study with a view to the revision and codification of the laws re-
lating to taxation and to the recommending of such changes therein
and additions thereto as may appear necessary or desirable.

Said commission may hold public hearings and may call upon officials
of the commonwealth or its subdivisions for such information as it may
desire in the course of its investigation and study, shall be provided
with quarters in the state house or elsewhere and shall have the power
to summon witnesses and to require the production of books, records
contracts and papers and the giving of testimony under oath. Said
commission may expend for expert, clerical and other services and ex-
penses, such sums as may be appropriated therefor. Said commission
shall report to the general court the results of its investigation and
study, and its recommendations, if any, together with drafts of legis-
lation necessary to carry such recommendations into effect, by filing
the same with the clerk of the house of representatives from time to
time, but the final report shall be filed not later than the first Wednes-
day in December, nineteen hundred and fifty.

Chapter 73, Resolves of 1950,

Resolve further continuing and increasing the Scope of the
Special Commission established to make an investigation

and Study relative to the Problems of Taxation.

Whereas, It is expected that the special commission on taxation
will make a report before the first Wednesday of December in the

Approved June 16, 191,8.
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current year on a large number of the problems being considered by it
but by reason of the extent and complexity of the overall problem it
is doubtful whether it will be able to make a definite and complete
report as presently required; and

Whereas, Although the early construction of a modern system of
highways in the commonwealth is imperative, the method of financing
the cost thereof cannot presently be determined and will require
further study; therefore be it

Resolved, That the unpaid special commission, known as the special
commission on taxation, established by chapter eighty-six of the
resolves of nineteen hundred and forty-eight, and whose membership
was increased by chapter fifty-one of the resolves of nineteen hundred
and forty-nine and its scope increased by chapters fifty-two, fifty-six
and sixty of the resolves of nineteen hundred and forty-nine and by
chapter forty-three of the resolves of nineteen hundred and fifty, is
hereby continued for the purpose of continuing its investigation and
study relative to the problems of taxation. Said commission shall
make an investigation and study of the general subject of taxation in
the commonwealth, including among other things the assessment and
collection of taxes and the distribution of such taxes. Said commission
shall also make such investigation and study with a view to therevision
and codification of the laws relating to taxation and to the recom-
mending of such changes therein and additions thereto as may appear
necessary or desirable. Said commission shall, in making its investi-
gation and study, consider the subject matter of current senate docu-
ment numbered six hundred and ninety-eight.

Said commission may hold public hearings and may call upon
officials of the commonwealth or its subdivisions for such information
as it may desire in the course of its investigation and study, shall be
provided with quarters in the state house or elsewhere and shall have
the power to summon witnesses and to require the production of books,
records, contracts and papers and the giving of testimony under oath.
Said commission may expend for expert, clerical and other services and
expenses the unexpended balance of item 0239 of section two of
chapter six hundred and sixty-nine of the acts of nineteen hundred
and forty-eight and such sums as may hereafter be appropriated there-
for. Said commission shall report to the general court the results of
its investigation and study, and its recommendations, if any, together
with drafts of legislation necessary to carry such recommendations
into effect, by filing the same with the clerk of the house of repre-
sentatives from time to time, by filing an interim report not later than
the first Wednesday in December, nineteen hundred and fifty, and by
filing a final report not later than the first Wednesday in December,
nineteen hundred and fifty-one. Approved August 16, 1950.



Boston, March 5. 1951

To the Honorable Senate and House of Representative

The Special Commission on Taxation has been at work
on the tax problems of the Commonwealth for the past
fifteen months. In its first Preliminary Report, sub-
titled “A Tax Inquiry for Massachusetts,” 1 the Com-
mission appraised its proposed program in these words;

The General Court appears weary of piecemeal tinkering with the
tax and service structure of the Commonwealth; it seems dissatisfied
with the jumble of legal accumulations that confuse rather than de-
fine the ways and means of public finance; and it seeks both current
and long term guidance in the disposition of its No. 1 problem,
the best way to finance the service requirements of the Commonwealth.

It was the unanimous decision of the Commission that
before making any recommendations, it must consider the
problem as a whole. Its desire has been to recognize and
attempt to understand the major forces at work in the
Commonwealth which either make existing taxes just,
proper and adequate, or render them oppressive in our
struggle to maintain a favorable position in the highly
competitive family of States. The Commission has never
lost sight of the basic fact that the ability of our people to
pay taxes, either as individuals or through levies on busi-
ness, depends on whether there will be jobs to produce the
goods, services, wages and profits upon which taxes may
properly be imposed to support government at its present
level or any other level.

Cf)e Commontoealtt) of S@assacJuioctto
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This idea, that taxes in a modem State must not only
supply the money to enable government to function, but
must also permit initiative and enterprise to flourish, was
the heart of the proposal the Commission set before the
General Court a year and a half ago. At that time the
Commission proposed an inquiry with a threefold purpose:

To provide a long-term tax program that will achieve wide pop-
ular approval;

To permit non-partisan legislative acceptance and expression; and
To serve as a permanent guide to the tax policies of the Common-

wealth

With these purposes in mind the Commission proposed
a comprehensive tax inquiry to answer and resolve the
following questions:

1. Revenue Requirements. What are the present and probable
future costs of government in the Commonwealth?

2. Tax Impact. Who pays taxes? In what amounts? And in
what proportion?

3. Tax Equity. Who pays too much? Who pays too little? And
who does not pay at all?

4. Tax Resources. How much is it reasonable to take from exist-
ing tax bases and from others which might be found while protecting
the prosperous position of Massachusetts in a competitive world? Is
tax limitation of any sort (such as on real property) desirable and
feasible?

5. Tax Distribution. Should the State levy taxes to reduce or
stabilize city and town tax rates? Which services should be sup-
ported by the State and which by the municipalities? Are we right
or wrong in our growing system of special taxes for special purposes?
Should the state tax be outlawed?

6. Tax Administration. Are assessment methods in the Common-
wealth equitable and competent? Do we collect and distribute tax
revenues efficiently and at reasonable cost? What can weAdo to
stabilize tax yields and assure adequacy of revenue?

The Commission has been determined from the outset
that the current study should not be like any other previ-
ously undertaken in Massachusetts or, indeed, else-
where in the couxrtry. It sought a more fundamental
approach to determine the actual effect of our taxes upon
our taxpayers, and to compare on a more defensible basis
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than heretofore the tax burden in Massachusetts with
that imposed by competing States. Upon the completion
of this study the final report will, in the judgment of the
Commission, lay the basis for sound tax action acceptable
both to those who must pay the taxes and to the General
Court which must authorize them. The Commission’s
report will be published in several parts, of which this is
the first in the series.

The findings and recommendations will be built upon
basic information which in many cases has never before
been available in the Commonwealth. The Commission
has confidence in the validity of its work. It has had the
benefit of an independent, highly qualified staff, and the
full co-operation of the State Department of Corporations
and Taxation. It has used every opportunity to sound
out public opinion, to obtain advice and counsel from tax-
payers in the Commonwealth, and to inform citizens of
the methods and purposes of this study.

It has held public hearings in Pittsfield, Holyoke, Worcester and
Lawrence;

Its members and staff have made many addresses before citizens’
groups and have appeared on several radio programs; and

Four “tax memos” in popular form, numerous news releases and
press statements have received wide and favorable public attention.

“The Tax System Today” is Part I of the Commis-
sion’s Report. It is concerned with a problem basic to
all tax studies a description of the tax system in terms
of the tax resources of the Commonwealth. It describes,
first, the tax structure as it exists today; second, ap-
praises the tax resources upon which the Commonwealth
must depend for the support of its public services; and,
finally, analyzes the over-all impact of present taxes upon
such resources. Other Parts of the Report, dealing with
such problems, among others, as the personal income tax,
corporation taxes, special business taxation, highway
finance and state and local fiscal relations, will be filed at
intervals during the present session.

RICHARD I. FURBUSH,
Chairman.



SUMMARY.

The tax system of a State is determined by three
conditions: first, the economic capacity to produce
taxable wealth; second, the tax structure and the
effectiveness of its administration; and third, the
willingness of the citizens to support government.

“The Tax System Today”, which is Part I of the
Commission’s Report, is concerned primarily with the
first of these conditions, the economic capacity of
the Commonwealth to produce taxable wealth.

This capacity is measured by selected economic
indices applied comparatively to other States. Such
indices include population growth, retail sales, bank
deposits, the production of electrical energy, manu-
facturing activities, and, perhaps the most important,
the growth of income payments to individuals.

The basic question arises: Does the growth of the
economic resources of the Commonwealth justify the
mounting state expenditures (including distributions
of state collected taxes to local government): in 1945,
$160.8 milion; in 1947 (the year of the Veterans’
bonus), $326.7 million; and in 1950, $361.2 million.

While the relative capacity of the private economy
of the Commonwealth to support government is high,
it is less than that of a dozen other States, and has not
shown the same degree of growth as several States com-
parable to Massachusetts.

The Commission is assured, however, that these
relationships do not disclose the whole economic pat-
tern. Older and more mature States, of which Massa-
chusetts is one, have reached a plateau of economic
development that cannot be expected to show the steep
rises of the more newly established areas. While
government expenditure programs should consider this
condition, the opportunities that exist for industrial
expansion indicate that stability and growth for the
immediate years ahead can result from sound public
policy.



Taxation is not just the process of raising money to
run government. Tax policies here in Massachusetts
and elsewhere have long been shaped by many other
economic and social considerations. The States, almost
as much as the federal government, have been concerned
with reducing concentrations of wealth by use of the
inheritance tax. The taxing power has been brought
to bear to discourage activities on the wrong side of the
moral tracks. Taxes have been adjusted to the broad
economic needs of prosperity and depression. Taxation
to accumulate resources for social security has become
common policy. All these things and many others
have contributed to make a complex tax structure.
Because of the variety of ends and means, there is little
that any one can do or say which will result in a simple
tax system.

The power to tax under a republican form of govern-
ment is vested in the elected representatives of the people
who comprise the Legislature. In the Commonwealth
the General Court does not require specific permission
to tax from the state Constitution, since the purpose
of the Constitution is primarily to limit powers which
would otherwise be unrestrained. The Constitution of
Massachusetts, however, has set forth certain standards
for the exercise of the taxing power. It has been held
by the courts that the clauses setting forth these standards
were intended to cover the whole subject of taxation,
and as such operate by way of definition and limitation.
The Constitution reads as follows;

C6e Commontoealtfc of

REPORT OF THE SPECIAL COMMISSION ON
TAXATION.

1. THE TAX STRUCTURE
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And further, full power and authority are hereby given and granted
to the said general court ... to impose and levy proportional and
reasonable assessments, rates and taxes, upon all the inhabitants of,
and persons resident, and estates lying, within the said Common-
wealth; and also to impose and levy, reasonable duties and excises,
upon any produce, goods, wares, merchandise, and commodities, what-
soever, brought into, produced, manufactured, or being within the
same

This provision had its origin in the provincial charter
of 1691, and except for the addition of the language
relating to duties and excises, it remains in substantially
its original form. Since the adoption of the Massa-
chusetts Constitution of 1780, there have been no changes
in the tax provision except an amendment relating to
forest lands adopted in 1912, and the income tax amend-
ment adopted in 1915. In reviewing the present tax
system of the Commonwealth, therefore, this ancient
frame of reference must he considered as at once an
explanation and a delimitation of Commonwealth
taxation. It is not too much to say that most of the
major characteristics of taxation in Massachusetts today
have grown up as a result of efforts either to conform
with these provisions or to avoid them. 1

We have not consciously planned a tax structure to
meet the changing conditions of an industrialized State.
We have not readily abandoned methods of taxation
suited to conditions of an earlier day; nor have we been
quick to substitute new methods designed to reach chang-
ing tax resources of an industrialized economy. This is a
common failing of all state tax systems. Massachusetts
has, in fact, done much more than many other States to
refine its tax system in light of the needs of changing
times, but under pressure for revenues to support expand-
ing services of government rather than as part of sound
planning.

While the Commission is primarily interested in taxes
rather than in expenditures, it is not possible to propose
adjustments in the tax structure without considering

JtatTo the lawyer, therequirements of proportional rates for taxes upoi

nd of uniform rates of income tax upon income derived from the same class of pr
orth the keys to constitutional taxation. In general, seeNichols, Phillip, Taxatioi Mast

chusetts, 3rd ed., 1938 and supps., pp. 100-123 and pp. 468-472.
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expenditures, both present and anticipated. The Com-
mission has accordingly made a concise analysis of how
the state tax dollar is spent. The purpose of this analysis
is twofold to serve as a benchmark in measuring the
adequacy of the state tax system to meet present and fore-
seeable future revenue needs; and to serve as a guide to
the possibilities of overall tax reduction wherever the
Commission’s studies point up overburdened tax bases.

In 1945, state expenditures, including distributions of
state-collected taxes to local governments, were $160.8
million. These expenditures mounted during the follow-
ing four years so that by 1947 (the year of the veterans’
bonus) the total state expenditure was 1326.7 million, and
in 1949the figure was $287.5 million, but in 1950 it reached
a new high at $361.2 million. The Commission is not
concerned with the policies which produced these ex-
penditures. This is a matter for the General Court. In-
creases were undoubtedly due, in part, to pressures beyond
the control of the Legislature to rising prices and wages,
deferred maintenance and construction, and other post-
war conditions which the State faced in common with
private industry.

But the Commission is concerned with the fact that a
substantial part of these expenditures was financed by
borrowing which must be repaid out of future state taxes.
The net result of a variety of debt transactions during
the fiscal year ended June 30, 1950, was an increase of
$6.5 million in the net direct debt (incurred for state
purposes and payable by the Commonwealth at large).
In an over-all expenditure program amounting to $361.2
million, this increase in the net debt represents less than
2 per cent of outlays. But it is a significant item. On
June 30, 1950, the total amount of net direct debt out-
standing stood at $135.7 million ($141.6 gross) as com-
pared with less than $5 million in 1945, and there was an
additional amount of contingent debt totaling $68.8
million payable by the Commonwealth from assessments
upon metropolitan districts and municipalities. At that
time potential increases in direct debt were represented
by $164 million of unissued bonds, while another $43



HOUSE No. 2217. [Mar.14

million of unissued bonds was available for metropolitan
districts and other contingent debts. But the rapidity
with which the debt picture of the Commonwealth is
changing is evidenced by the fact that six months later,
on January 1, 1951, the gross direct debt had increased
from $141.6 million to about $207.3 million, and the
backlog of unissued bonds representing direct debt in the
making totaled $lB6 million. These charges to future
taxation will be swollen as the Commonwealth issues the
backlog of additional bonds which have already been
authorized for highways, Logan Airport, and other capital
improvements.

It has been estimated that upon the basis of commit-
ments already made the debt service charge which must
be budgeted in 1954 may amount to as much as $41.7
million including $37 million for principal retirement
and $4.7 million for interest. 1

Table I shows what the State bought in governmental
services during 1947 and 1950. In just three years, ex-
cluding the veterans’ bonus and tax distribution to cities
and towns, state expenditures increased by 59.0 per cent.
In some major categories the increases were substantially
greater than this average. While all the money did not
come from current taxes, the expenditures will sooner or
later be reflected in state taxation, except for funds
received in the form of federal grants. The truth of the
maxim, that expenditures and taxes go hand in hand, is
shown in Chart I. While the expenditures for any one
year may actually include surplus of prior years used to
balance the current year’s budget, this will be a minor
item in the mass of “state taxes and departmental
revenues.”

Shared Taxes.

Only about half of the total state tax collections is re-
tained and spent by the Commonwealth. While it is in
some cases difficult to classify particular taxes for state
and local purposes, because so many local disbursement
are for purposes required or authorized by the State, a

Massachusetts Federation of Taxpayers Associations, Inc., "The Bonded Inci

Commonwealth of Massacl:



WHERE THE MONEY WENT 3millions WHERE THE MONEY CAME FROM 2 millions

*3OO

*2OO

1960 19451947 1948 19491945 1946
Debt Service1. Includes grants and reimbursements to local governments, excludes trust accounts and debt retirement

2. This shows only the source of the money actually spent in each year.
3. These are estimates based upon state accounts which do not necessarily follow this breakdown.
4. Capital improvements include personal services devoted to such improvements.
5. Includes special highway grants, $6.8 million in 1945, $5 million in 1946 and 1947.

Source: Computation from records of the State Comptroller.

CHART I
STATE EXPENDITURES 1945-1950 1
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reasonable allocation of total collections crediting local
government with its portion of shared taxes and all grants-
in-aid, and state government with the remainder, shows
that only 51.7 per cent of total state tax collections in
1950 was for state purposes. This division of state tax
collections between the Commonwealth and the cities and
towns is of long standing. In 1910, when total state tax
collections were $20.5 million, some $9.0 million was for
city, town and school purposes. Chart II shows this
relationship for selected years over a forty-year period.
Expressed in per cent the chart shows the relation has
been like this :

The substantial support for local purposes out of state
taxation has far-reaching implications in common-
wealth finances. In general, it means a relatively high
level of state tax collections compared with other States,
and requires local government to adapt itself to the normal
fluctuations in the yield of the taxes which are shared with
the State. It means, also, that state-administered taxes
can be reduced without affecting state services, but this
could mean either a reduction in local services, increased
local property taxes, or provision for new locally ad-
ministered taxes. None of these alternatives are pleasant
to contemplate, and they tend to work against tax reform
at the state level.

Total State and Local Taxes.
In the Commonwealth there are a total of 22 important

state and local taxes which yield some $605.4 million a
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year (1950) for the support of state and local government.
These taxes are collected as follows:

The State collects 18 taxes •1231.3 millior
374.1 milliorThe cities and towns collect 4 taxes

Total 605.4 millior

These taxes are used as follows
For local purpose
For state purpose

•1485.8 million 80.2 per cent of total
119.6 million 19.8 per cent of total

Total $605.4 million 100 per cent of total

Table 2 shows how each of the 22 important state and
local taxes are apportioned among the various subjects
of taxation. It is important to note that despite the
great variety of taxes, three taxes on property still supply
61.3 per cent of the total revenue. The item of “taxes on
business” would be expanded substantially if it were to
include all taxes actually paid by business. It does not
include the property taxes paid by business in common
with other taxpayers, nor does it include the taxes on
the net income of unincorporated business which are
included in the yield of the personal income tax. Similarly
the taxes on “commodities sold” may well be charges
either upon business or individuals.

The basic question which has confronted the Com-
mission is this: Will this tax system be adequate to meet
present expenditures and known commitments of the state
government?

This appears to be a simple question which should
have a simple answer - an answer derived by balancing
expenditures on the one hand as against the maximum
yield to be anticipated from existing taxes, on the other.
The interrelationships of state and local finance are such,
however, that if there is enough money for state pur-
poses there may not be enough to continue present
rates of distributions of state-collected taxes for local
purposes. State accounting is, moreover, so complicated
by dedicated funds and earmarked revenues that it is
impossible to strike a simple balance between gross
revenues and gross expenditures.
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Table 2. Total State and Local Taxes in 1949 and 1960.
1949. 1950,

In Millions. In Million

■olloots 18 t 8231.3
The cities and 'llect 4 t 345.1 374.1

Tot 3 $605.4

1949, 1950.

Per Cent. In Millions. Per CemIn Millioi

8371.1 61.3
90.0 14.9
79.1 13.1
44.7 7.4
9.7 1.6

42 60.3
16.4

Taxi clitii 12.168
Taxes on personal 41.4
Taxes 10.9
Miscellaneous 11.2 10.9 1.8

Tot 3 100.0 5605.4 100.0

1949. I 1950.
In Millions. In Million

Taxes ox Proper-
Real property . $3lB
Personal prope 328ator vehicl 19i:

$371834:

10 Taxes o.v Business and Pr
Corporalii $O.Corporation annual report fees
Corporation excise (income and capi
Utilities franchise tax

61.1
4.54.1

Insurance tax
Alcoholic bevt

not colieProperty and poll taxes are ta:
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According to the Governor’s budget for the 1952 fiscal
year, the Commonwealth may be expected to spend 1271
million from its ten funds. 1 That amount of money was
recommended for appropriation by the budget office. At
the same time, if the revenue structure of the Common-
wealth were continued on the same basis as in 1951, an-
ticipated revenue to pay for these expenditures would
amount to only $215 million. Additional revenues of
$56 million would therefore appear to be required to
balance the proposed 1952 budget. Under the budget
proposals, this additional revenue would be raised for the
four main funds in the following manner: General Fund,
$20.0 million in additional taxes; Highway Fund, $19.3
million in additional taxes and fees; Veterans’ Service
Fund, new bond issue, $12.5 million; and Old Age Assist-
ance Fund, $4.1 million in additional taxes. The pro-
posals, by main funds, may be summarized in this way:

Anticipated Source of
Required Funds

Net (in Millions). v „ iBeaui.fi- Year-end
Fund. ments Balance

Antici- Present ,

pated. 2 Taxes and Total . pated '
Receipts. »"“«»■

General Fund . $133.1 $113.4 520.0 $133.4 $0,3

Highway Fund . 60.8 41.7 19.3 61.0 0.2
Veterans’ Service . . 28.1 15.9 12.5 28.4 0.3
Old Ago Assistance . . 39.1 35.7 4.1 39.8 0.7

The Commission cannot state categorically whether or
not the present tax structure will be adequate to support
foreseeable future tax needs. Much will depend upon

1 This compares with appropriations totaling $261 millionfor fiscal 1951 and $226 million for
1950. Budgetappropriations differ from expenditures asreported in TableI (for 1950) in that
they includedebt retirement ($17.5 million), but do not include outlays from federal aid funds
($5O million), bond funds ($24 million) and unbudgeted tax distributions to cities and towns
($9O million). In addition to these major differences smaller discrepancies are attributable
to differences between budget expenditures and cash expenditures.

Net requirements anticipated include direct appropriations plus the share of othe
iharged to each fund, an appropriation reserve ($l3 million) in the General F

pated bonus payments ($240,000) in the Veterans’ Service Fund, offset by balances expec
to be available at the beginning of t
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what happens to the value of the dollar, and upon the
success of the federal government in discharging its re-
sponsibility to control inflation. The influence of high
levels of business activity upon the individual and cor-
porate income taxes, as well as the effect of priorities and
allocations upon other taxes of less importance, cannot
be measured at this time. The nature and scope of the
mobilization of manpower for defense or for war will com-
pletely change the character of the state budget. These
are factors of dominant importance which are evolving
daily, and which the General Court must consider as
closely as possible in point of time to the adoption of the
state budget.

In view of this background the Commission has ap-
proached its assignment on these premises:

First. In view of the present large commitments of the Common-
wealth, if the present rate of expenditure is not curtailed the General
Court will be faced with the consideration of new or additional taxa-
tion:

Second. —As a Special Commission on Taxation, this Commission
has deemed its primary purpose to review, appraise and analyze the
present tax system, recommend corrective measures to eliminate in-
equities and inequalities, and to adapt the tax system to modern con-
ditions of our economic system;

Third. It is not the function of this Commission to raise additional
revenue or to balance the state budget, but the Commission deems it
part of its function to assist the authorities charged with the respon-
sibility for expenditure programs by pointing out those areas in the
present tax structure which should, if more taxes are inevitable, be
required to bear the burden, as compared with other areas which
may already be carrying more than their fair share.

The problem of taxation today is mainly one of size.
People have always been concerned with a fair apportion-
ment of whatever burden must be borne. Inequalities
become more and more onerous as the burden increases.
Beyond problems of equity, we are more than ever faced
with the basic question of how far taxes may dip into state
and the national income without social or economic

2. TAX RESOURCES.
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calamity. A full answer would contain important philo-
sophical considerations which are beyond the scope of
this report. A measure of the answer, and perhaps enough
for present purposes, can be found in an appraisal of the
tax resources of the State, and of the use that is made of
them.

What is meant by tax resourcesf The phrase implies
that it is possible to describe without necessarily fixing the
potential capacity to pay taxes. Such capacity obviously
cannot be estimated solely upon money factors capable of
analysis on a statistical basis. To a large degree tax ca-
pacity must depend upon a willingness, either real or
apparent, to see money spent on the services of govern-
ment. A description of the tax resources of the Common-
wealth must thus be taken as something in the nature of
soundings in the economic depths of persons, things and
activities which might, if public policy demanded, be used
to support government through taxation. This is not to
suggest that any or all of the possible subjects of taxation
should be used, but rather to indicate roughly the size of
what might be called the tax reserve as compared with the
extent to which taxes may now be used to pay the cost of
government.

Measure and Resources.

Since tax payments must come out of the total economy
of the State, selected economic indicators are a guide to
the relative tax resources of the State. These indicators
tend to show the standing of the State in comparison with
other States, both on a current and historical basis. They
are not subjects of taxation; they are measures of general
economic health and vitality. In general, they show that
while the economy of the Commonwealth has not grown
as rapidly as younger areas of the nation, Massachusetts
ranks high in tax resources and has made reasonably good
gains during the past quarter of a century. Certain danger
signs are apparent, and their meaning may well guide
public policy in the years ahead.
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Population. - A comparison of the Massachusetts rate
of population growth with national and regional rates, as
well as with the rates in the other States, indicates that
the population increases have been most uneven. The
first index shown in Table 3 as “population” shows that
the national growth in ten years was 13.8 per cent, while
the growth in the New England region was 9.7 per cent
and in Massachusetts was 8.0 per cent. While some
States, such as Connecticut, Michigan and New Jersey in
the northeast, as well as Virginia and California, repre-
senting other sections of the nation, show a per cent
change exceeding 15, others, such as Rhode Island, New

ork, Pennsylvania and Georgia, show an increase of
less than 10 per cent. There are many factors which
account for this change in population, one of the princi-
pal of them being the great geographical shift of the labor
population required by the war effort. The particular
types of industry which were stimulated by war orders,
tended to bring new populations into States where such
industries were concentrated. The location or relocation
of industry in turn was often dictated by national security
policy. Older and more mature States could not expect
a high percentage increase in population comparable to
that produced in newly developing areas, and there ap-
pears to be no need for alarm that Massachusetts has
grown but little. The important considerations are total
population, our relatively limited land areas, and our
great population density.
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Total, all Stat

Conn

California

Dec. 27, 1950.

New Jersi
Pennsylv;

Ohio
Indians
Illinois
Michige
Virginii

Table 3. Comparative Change in Selected Economic
[Percentagechanges based on

EffeTotal
Retail Sa; Buying.LES

Milll Per Cent (Millions). per CentState
Ch

1939.1939. 1949 1949,

$39,621 >128,118 4 $67,783 1191

160.6 5,500Total, New England
Single States:

8,119 12,188 1213,116

140.7Massachusetts 1,65 3,9[

1,1471,98(654

460 1,018 121,

24.276 138.

Rhode Island
New York 10,193

4,263 179.2 2,742

8,831 1823,126

1886,6232,294

1,6073,328971

14,139 206.2
8,621 184.5

212.9 4,6188,219

!01,714 6,504

554 2,027 265.9 930 3,377

2,13 0 280,4 980 3,371 244.0North Carolim 560

1,105 293.2 489 1,711 249.9281South Carolina
Georgia 605 2,050 238.8 973 2,931 201.2

2,705 11,490 324.8 4,615 15,889 244,

Sales Management, Inc., “Sales Management,” April 10, 1940, p. 54; May 10, 1950, p. 154,

U. S. Department of Commerce, Bureau of(the Census, “ 1950Census of Population,” preliminary counts,
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Pop
(Th'

8,437

5,21

it

403.6

382.3

698.3

Indicators as between Massachusetts and Other State
numbers rounded to thousands.]

Bank Deposit Production of
Totals 3 Electric Energy 4

’er Cent (Millions). Per Cent of p er Qec
Ihnno-o PU KILOWATT HOURS).

Per C

Change. Change. KILOWATT Hours) - Change
July 1

1940. 1950. 1939. 1949. 1920. 1948

131,669 149,8; §164,467 156

12,748 2,605 14,341 450.6

4,317 4,6(

1,709 1,9<

8.0 4,132 7,374

,830 651

4 271 1
13,479 14 4

4,160 4,823 15 148

10. 417 11,102 101.9 4,021 21,911 444.9

2,750 19,215 598.6
740 8,767 1084.73.428 3,921 14.4

7,897 8,685 10,0 4,433 12, 180.6

20.0 5,251 244.8 ,003 1.

212.1

170 7,061 4053.5
730 3,175 335.01,900 2,107 10.9 140 654

3,124 3,433 9.9 451 1,624 ,883 538.6
.907 10,490 61.9 4,133 13,237 220.3 , 3,689 20,287 450.0

* Deposits as of December 31 for all active banks. Annual Re slier of the Currency, 1939.
pp. 218-219. Annual Report, Comptroller of the Currency, 1949, pp. 122-123,

4 Federal Power Commission.
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The density of population in industrial States presents
a cost of government as well as a concentrated tax re-
source. Table 4 shows the difference in population
density for the United States as a whole, New England
and each of the New England States. In the nation as a
whole the density of population averages 50.3 persons
per square mile, whereas for New England it is 146.4 per
square mile. Except for the very small State of Rhode
Island, the Commonwealth shows the greatest population
density per square mile of all the New England States,
589.9 persons per square mile. Experience has proved
that high density not only generally brings a higher cost
of government, but tends toward a more rapid deteri-
oration of tax ratables.

The whole population of America has been “aging”
since 1930. This has been in part due to the extension of
life expectancy resulting from scientific discoveries, and
to a decline in the size of families resulting largely from
economic and social causes. The census shows that in
the nation as a whole about 60 per cent of the population
was in the economically productive age group of 18 to 64
in the year 1930. Approximately the same percentage
existed in New England, and Massachusetts showed an

Table 4. Land Area and Population Density
U. S. Bureau of the Census.]

Land Area. Density-Population per Square Mile.

State. J Per Cent
! Square of 1900. 1920. 1930. 1940. 1950 :Miles. United 1

States.

United States . 3,977,128 100.0 25.5 35.3 41.2 44.2 50 3

New England. 63,206 2,1 88.5 119,4 129.2 133.5 146.4

Maine . . . 31,040 1.0 22.4 25.7 25,7 27.3 29,3

New Hampshire . 9,024 .3 45.6 49.1 51.6 54.5 58.*

Vermont . . 9,278 .3 37.0 38.6 38.8 38.7 40.5

Massachusetts . 7,907 . 3 354.8 479.2 637.4 546,9 589.9

Rhode Island . 1,058 - 405.1 566,4 649,8 674.2 737.2

Connecticut . 4,899 . 2 185.4 286.4 328.0 348,9 407.3

1 Preliminary.
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even better ratio of 61.8 per cent in this age group. But
even in 1930, the Commonwealth was behind the national
average in the percentage of population under 18 years
the coming citizens and above average in those 65 and
over.

The new population data do not appear to change this
situation. The New England area still shows a substan-
tially greater percentage of older people (the 65 and over
age group) than the nation as a whole. The national
percentage is 7.5 per cent while the New England per-
centage is 9.0 per cent and the Massachusetts percentage
is 9.2 per cent. From the viewpoint of tax resources these
trends in the population, if continued, will mean that a
declining proportion of the total population will be re-
sponsible for continuing economic activity, and that the
governmental costs of social security programs dealing
with the hazards of old age are apt to rise proportionately.

Retail Sales. Economic inflation, rising prices and
wages, are conditions which will, of course, be immediately
reflected in the volume of retail sales. The index of retail
sales will, moreover, reflect changes in population as
well as changes in the volume of consumption per capita.
For the nation as a whole retail sales increased between
1939 and 1949 by 223.4 per cent. In the New England
States the increase was sharp, but more moderate, at
160.6 per cent and in Massachusetts it was still lower at
140.7 per cent (Table 3). Here again the relative ma-
turity and population stability of the New England area
as compared with other sections of the country, are evi-
dent. States in this area are not apt to appear to rise
as high, economically speaking, as States in other areas
of the country because in 1930 they had already reached
a relatively high standard of living while other areas were
just beginning to develop industrially.

Bank Deposits. This index shows that Massachu-
setts has not kept pace with the rest of the nation in the
increase in bank deposits between 1939 and 1949. In a
rough way, time and demand deposits reflect not only
the economic standing of individuals but also the extent
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of business activity. Massachusetts and New York ex-
perienced the least rate of increase among comparable
States. A partial explanation may be that Massachu-
setts (like New York) has always been among the leaders
in bank deposits and began the decade at a much higher
point than many of the States which now show higher
percentage increases.

Production of Electric Energy. The production of
electric energy is held to be an indicator of trends in
economic activity. The national increase in 1948 over
1920 was 617 per cent. As a region, New England had
an increase of 450 per cent over the same period. Al-
though the increase of individual New England States
exceeded the national change, the Massachusetts in-
crease was 349 per cent. The change in the thirty-year
period again must be viewed as a relative matter, in terms
of younger areas as compared with older areas. But the
Commonwealth’s failure to live up to the ratio of change
elsewhere in New England may be indicative of a real loss
of ground.

Manufacturing Activities. The economic position of
an industrial State is largely dependent upon the condi-
tion of its manufacturing industries. Manufacturing pay
roll normally accounts for the major part of all pay roll in
the Commonwealth, as it does in other industrial States.
Investment in machinery and equipment, and in real
estate for manufacturing purposes is a substantial part
of all investment. Employment in manufacturing gener-
ates a demand for goods and services at the retail level,
as well as for the goods and services which go into the
process of manufacturing. In a State such as Massachu-
setts where mineral and agricultural production is small,
the basic support for the economy must be found in man-
ufacturing and the related industrial and commercial
activities which it generates.

The relative position of Massachusetts as a manufactur-
ing State as among five of the older States is shown in
Table 5. The table covers almost a half century during
which the number of establishments in the five States
has increased 9,689 and the number of production work-
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ers has increased 1,976,198. The wages paid to these
production workers increased $9.8 billion and the value
added by manufacture in the five States increased $23.7
billion. These figures are without adjustment for changes
in the value of the dollar. The percentages, however, are
valid for comparative purposes.

Massachusetts started the century with 13.6 per cent
of the establishments, 19.9 per cent of the production
workers, 19.6 per cent of wages paid to production work-
ers and 17.6 per cent of the value added by manufacture.
As shown in Table 5 the relative position of the State
declined over the fifty-year period, so that in 1947 (the
most recent census of manufactures) it had dropped to
11.7 per cent of the establishments, 14.5 per cent of the
production workers, 13.5 per cent of the wages paid and
12.9 per cent of the value added by manufacture. These
are significant figures in that they show

Massachusetts has not kept pace with the growth of the
older industrial States in either number of firms, numbers
employed, wages paid or value added by manufacture. As a tax
base, manufacturing and related factors have not only failed to
maintain the rate of growth established for the country as a
whole, but have fallen behind the combined rate of growth for
the five States of Connecticut, New Jersey, New York, Pennsyl-
vania and Massachusetts. The causes for this decline in the
comparative position of the State must be sought in economic
studies. The effects upon comparative tax resources of the
State are plain.

This analysis of broad general economic indicators in
the Commonwealth shows substantial growth over the
years. But it is not encouraging from the viewpoint of
the relative growth of tax resources as compared with
other States. Unless the trend of business activity, em-
ployment, sales and effective buying income can be im-
proved, in terms of comparison with other States, the
Commonwealth may find it difficult to continue to offer
its present range of governmental services without either
substantial economies in present costs of operation or
increasing sacrifices, as compared with those in other
States, upon the part of business and individual taxpayers.
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1904

1909

1914

1919

1921

192;

1931

1933

193i

1947

Change, 1899-1947
Change, 1939-1947

i

1939 »

Table 5. The Position of Massachusetts as a
(Massachusetts, Connecticut, New

(.Money figures

ievts. Number of Production Workers.
jPer Cent ! p Pr fw

Number of Est

Ye er Cent per Cent
ln Five Massa- inMassa- States. chusetts. Massa-husetts. nlinsotto

Fiv Mass
inset

chusetts.

80,145 10,929 13.6 2,202,811 438,234 19.9
81,899 10,723 13.1 2,656,569 488,399 19,1
97,250 11,684 12.0 3,003,098 584,659 19,5
101,486 11,927 11.8 3,188,514 606,350 19.0
104,558 11,62; 11. I 3,876,506 712.254 18.4
80,321 4 3,034,145 579,071 19,

483 152 667,172 18.4

71,984 10,021
75,190 10,031

324,839

286, '8,0(

169,424 557,494 16,

68,478
54,386

2,586,141 434,441 16.
8,145 15.0 538 398,

65,006 8. !84 437,459

61,408 8,619 14.0 3,145,399 496,036 15.8

67,544 8,444 12.5 2,940,972544 8,444 12.5 2.940,972 458,372 15.6

89,834 10,524 11.7 4,179,009 601,603 14.5

m -405 1,976,198 163,

290 2,080 1,238,037 143,231 11.6

(Source. Abstract Census of Manufactures, 1914, U. S. Department of Commerce, 1917. Abst
Bureau of Census, C

Figures for 1939 revised to exclude establishments not covered in 1947 of which the most important (are
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ufactui

Manufacturing State withinFive Slates, 1899-194
Jersey, New York and Pennsylvania.)

thousands of dollars,

Value added by ManufactureTION WORKEIiWages paid tc

CPer C<
MM

Mas
hus<

Mas:
huse

$4OB,$998,03:

,246,4

,875,428

341,011 4

10,884.854 1,746,,848

1.408.41,361!,631,1;

11,001

1411.021,415

11,372,007

4,451,9(

‘05,9304,502,114

94,80 484,661,34;

144,105

,887,13954,524

438,41664

1,256,490,804.857 556,07 14 280,

1,181,46498,177 14.4462,496

370,0946,05:

$2,961,117$9,861.01,

§16,830,341 §2,188,6$956,870$7,396,

Census of Manufactures, 1919, U. S. Department of Commerce, 1923, U. S. Department of Com:
of Manufactures, 1919-1947.]

etailbakeriesandmachineshop repairs. Thesechanges affect all columnsexcept valueadded t
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Individual Income Payments.
The net effect of economic differences among the States,

and from year to year within the State, is best shown in
the comparative “income payments received by indi-
viduals.” It is helpful to measure not only the total
amount of income payments received, but also to relate
that measure to the need for government. Since the need
for government is most uniformly expressed in terms of
population to be governed, income payments per capita
are a useful measure for comparison among the States.

Two decades including depression, war and prosperity
have left their mark upon income payments received by
individuals. Total income payments to individuals over
the twenty-year period from 1929 to 1949 increased from
$82.6 billion to $197.5 billion. This increase of more than
two and one-quarter to one was not maintained in New
England, or in the Middle Eastern group of States, al-
though it was exceeded in the Southeast, Southwest,
Northwest and Far West. (Table 6.)

When the per capita income figures are compared, the
relative standing of the States, as well as their compara-
tive growth since 1929, becomes apparent. Nationally,
per capita income payments nearly doubled over the
twenty-year period, rising from $6BO in 1929 to $1,330
in 1949. In New England, however, starting from a
higher level, the rate of increase was noticeably less, from
$B3B in 1929 to $1,395 in 1949. In Massachusetts the
picture appeared relatively still less favorable from the
standpoint of growth, with an increase from $897 in 1929
to but $1,417 in 1949, but the level of per capita income
was above the average State.

The relative standing of Massachusetts among the
States in per capita income payments to individuals has
declined in the past twenty years. The Commonwealth
ranked seventh among the states (excluding the District of
Columbia) in 1929 but dropped to thirteenth in 1949.
This is no longer a matter of relative growth, and is there-
fore a trend of present and future significance.
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Table 6.—Income Payments to Individuals for Selected Years and
States.

Total Income Payments Per Capita Income
(Millions), Payments.

State and Region.

1929. 1949. 1929. 1949.

United States .... 582,617 8197,531 8680 81,330

New England ....
86,792 $13,247 $B3B 81,395

Connecticut .... 1,459 3,213 918 1,591
Maine 449 1,004 566 1,087
Massachusetts . . , 3,787 6,892 897 1,417
New Hampshire . . 302 621 652 1,195
Rhode Island .... 579 1,117 851 1,403
Vermont 216 400 601 1,075

Middle East ....
827,840 855,295 $926 51,565

Delaware .... 218 541 919 1,675
District of Columbia . . 638 1,919 1,191 1,820
Maryland ....

1,108 3,081 703 1,401
New Jersey

....
3,268 7,018 947 1,546

New York ....
14,479 26,340 1,125 1,758

Pennsylvania .... 7,338 14,468 767 1,416
West Virginia

.... 793 1,928 464 998
Southeast $8,681 $27,084 8344 $BB2

North Carolina . . 968 3,349 309 854
South Carolina

... 438 1,584 252 787
Tennessee .... 905 2,858 349 873
Virginia 987 3,221 422 1,039

Southwest . . . . . $4,153 513,066 $464 $1,166
Texas 2,668 9,265 465 1,205

Centra! $24,226 $56,111 $720 51,414
Illinois 7,036 14,107 932 1,618
Indiana 1,877 5,097 683 1,290
lowa 1,348 3,301 546 1,292
Michigan .... 3,543 9,013 745 1,443Minnesota . • . , . 1,443 3,603 566 1,227
Missouri 2,210 5,052 612 1,286
Ohio 4,920 11,443 748 1,436
Wisconsin ....

1,849 4,495 834 1,329
Northwest $3,927 $9,822 $534 $1,273

Far West $6,998 $22,906 $865 $1,610California .... 5,217 17,005 946 1,665Nevada 74 277 817 1,731Oregon 603 2,095 640 1,448Washington .... 1,104 3,529 713 1,469

[Source: U. S. Department of Commerce, “Survey of Current Business,” August, 1950.]
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The scope of the differences among the States is shown
by a measure of the distance in money values between
each of them. Table 7 shows that the average State (not
the average individual of the nation) had per capita indi-
vidual income payments of $1,330 in 1949(the most recent
year for which figures are available). The table compares
each State with this average and sets forth the result in
an index which is an expression of how each State ranks
as a per cent of the average among the States.

The index of per capita individual income payments
for the Commonwealth is shown as 106, which means that
the Commonwealth stands 6 per cent above the average
State in per capita individual income payments. Ex-
cluding the District of Columbia, the highest ranking
State, New York, shows an index of 132 and the lowest
ranking State, Mississippi, shows an index of 48. The
Commonwealth ranks thirteenth. To the extent that per
capita income payments to individuals measure the
comparative tax resources of states, this conclusion is
warranted:

Massachusetts falls below a dozen other States in its relative
capacity to meet the needs of government, below such com-
peting States as Ohio, New Jersey, Illinois and Connecticut,
although it exceeds such States as Indiana and Pennsylvania.

Table 7. Comparative Income Payments to Individuals, 1949
State

]

State.

Alabama ......

Arizona ......

Arkansas ......

California
Colorado
Connecticut
Delaware ......

District of Columbia ....

Florida
Georgia
Idaho
Illinois

1 Bureau of the Census estimates, Ji

Population l
Preliminary IndexApril 1, Per (Sfato195°- I CiSr Average

IJ4y - = 100).

483.052,754 S 773
745,259 1,165

1.901,631 778
10,490.070 1,665

33
4'

1,318,048 1,386 104
1,995,263 1,591 119

316,609 1,675 126
797,670 1,820 137

342,743,736 1,102 83
3,433,190 876 66

.585,092 1,221 92
8,684,513 1,618 122

42

itea, July 1,194:

Surv Angusf Co:

Income Payments.
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Table 7. Comparative Income Payments to Individuals, 1949, by
State Concluded.

Income Payments.
Population l

State . Per Index Hank.
I!’so '

AJ4J - =100).

Indiana 3,921,213 1,290 97 23
lowa 2,012,598 1,292 97 22
Kansas 1,894,390 1,210 91 28
Kentucky 2,921,708 865 65 44

Louisiana 2,667,022 1,002 j 75 40
Maine 910,456 1,087 82 35
.Maryland 2,324,243 1,401 105 17
Massachusetts 4,664,284 1,417 106 14
Michigan 6,308,794 1,443 108 12
Minnesota 2,968,135 1,227 92 25
Mississippi ...... 2,173,373 634 48 49
Missouri 3.933,636 1,286 97 24

Montana ...... 587,337 1,390 104 18
Nebraska 1,318,079 1,294 97 21
Nevada 158,283 1,731 130 3
New Hampshire ..... 529,880 1,195 90 31
New Jersey 4,822,528 1,546 116 8
New Mexico 677,152 1,033 78 39
New York 14,741,445 1,758 132 2
North Carolina 4,038.814 854 64 45
North Dakota 617.965 1,202 00 30
Ohio 7,899,095 1.436 108 13
Oklahoma 2,223,650 1,068 80 37
Oregon 1,512,100 1,448 109 11
Pennsylvania 10,462,628 1,416 106 15
Rhode Island
South Caroliu

779,931 1,403 105
,107,432 787 59 46

Dak- 605,029 1,174 88

Ten
Texj
Uta
Ven

1 873 43
1,205 90
1,213

75,833 1,075 81 36

38322 1,039
Was 2,363,289 1,469 110

1.999,097 998 75
10

West Vir
Wisconsi

41
421,316 1,329 100 20

Wv 288,800 1,481 111 9

330

Bureau of the Census estimates, July 1, 1948.
U. S. Department of Commerce, "Survey of Current Business,” August, 1950.

The reason for the position a State takes in this ranking
according to individual income payments may be com-
plex. These payments include all wages and salaries,
proprietors’ income, property income, interest and divi-
dends and other income received by residents of the
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State. Table 8 shows a distribution of state income pay-
ments by type of payment. For the nation as a whole
some $l9B billion of total income payments to individuals
was distributed in the form of 66.2 per cent wages and
salaries, 16.4 per cent proprietors’ income, 11.1 per cent
property income and 6.3 per cent other income. Wages
and salaries ranged from 59 per cent of the total (Texas)
to 72.9 per cent of the total (New Jersey), among the
selected States.

In Massachusetts, the percentage of income payments
derived from wages and salaries was on the high side,
70.9 per cent, and it is notable that the percentage de-
rived from proprietors’ income was the lowest among all
the States selected at 8.5 per cent. Conversely, the per-
centage derived from property income (principally rentals
and capital gains) was among the highest of the States
listed, at 13.0 per cent. Similarly, the proportion of
“other income” was the highest among the States at
7.6 per cent. These percentages are significant in ap-
praising the design of any tax system measured by in-
dividual income.

One of the principal reasons why States of comparable
size, economy and population may show per capita in-
come payments which differ substantially is the differ-
ence in wage levels which exists among the States. The
United States Bureau of Labor Statistics reports, for ex-
ample, that during a typical month last year (1950),
average weekly earnings in manufacturing were $63.06 in
California, whereas, in Massachusetts, the average was
almost $lO lower at $53.71. In the industrially com-
parable State of New Jersey, the average weekly earnings
were $61.61. These marked differences may, of course,
be offset in the per capita income figures to some extent
by differences among the States in proprietors’ income
or in other categories. In any comparison of the States,
therefore, it is important to look at all the form of income
as it relates to the total economy of the State rather than
to any one segment.
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Another reason for differences among industrial States
in the per capita income payments to individuals is found
in the basic differences among industries in which the
individuals of a State earn their living. States having a
diversified economy with relatively stable industries pre-
dominant will, of course, reflect these conditions in the
average annual earnings of individuals within the State.
Continuity of employment, as much as wage rates, affects
the level of income payments to individuals.

In Massachusetts manufacturing pay rolls count for
less than 30 per cent of all sources of income payments to
individuals. These pay rolls are broadly diversified
among the various manufacturing industries. Only one
industry is the source of as much as 15 per cent of income
payments to individuals, the textile mill products in-
dustry. As this industry has declined in relative im-
portance over the years, others have shown significant
increases, particularly electrical machinery which has
risen from 6.5 per cent of the total in 1940 to 9.8 per cent
in 1946.

As shown in Table 9, income payments to individuals
in the Commonwealth have more than doubled in amount
since 1940 but the relative percentages provided by
manufacturing pay rolls, trade and service, and other
private non-agricultural income did not change very
much over the ten-year period, 1940 to 1949. The
largest change has occurred in government income pay-
ments which rose from 12.7 per cent of the total in 1940
to 17.9 per cent of the total in 1949. The increasing sig-
nificance of government in the state economy reflects a
condition which is nationwide, but is none the less a cause
for concern. Except for this factor, income payments to
individuals in the Commonwealth are based upon a
reasonably diversified economy, despite the traditional
predominance of a few industries in certain parts of the
State.

Federal Tax Returns. Differences in the individual
income base among the States, particularly for tax pur-
poses, are well illustrated by the impact of the federal
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income tax on individuals. This tax applies the same law
to individuals in all States, and for comparative purposes
is subject only to the principal qualification that some
taxpayers will file their returns in States where they do
not live.

Table 10 compares the results of the federal individual
income tax among 19 States located in six different
regions of the country. The adjusted gross income which
is the basis of the tabulation is net income of the taxpayer
after deductions for charitable contributions, expenses,
losses, etc., and before deduction of personal exemptions
and exemptions for dependents. These exemptions are,
of course, reflected in the figures showing average tax
per return.

The United States total shows an average per return
of adjusted gross income amounting to $2,415.79 and of
tax amounting to $341.97. The tax per capita of total
population for the nation as a whole is shown as $128.45
with 37.56 per cent of the population filing income tax
returns in 1946 for 1945. As compared with the national
average adjusted gross income per return of $2,415, New
England as a whole shows $2,406 while the Common-
wealth shows $2,472. In average tax per return, however,
the New England total rises slightly above the national
total, the nation showing $341.97 and New England
$346.77, with the Commonwealth at $358.02. In tax per
capita of total population and in per cent of population
filing returns, the Commonwealth, as well as New Eng-
land as a whole, is substantially above the national figures,
with $159.08 tax per capita and 44.43 per cent of the
population filing returns.

Viewed another way, the table shows that for 1945
Massachusetts had 3.16 per cent of the population, but
filed 3.74 per cent of the returns containing 3.82 per cent
of the adjusted gross income upon which 3.91 per cent
of the total national tax was paid. The table shows that
Massachusetts is well below the position of such States
as Connecticut, Illinois and New York. It is also well
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below the otherwise wholly comparable State of New
Jersey, but above such States as Indiana and Michigan.

The change from the war year of 1945 to the conditions
of 1948, while not favorable to the Commonwealth, was
not marked by the declines experienced in other New
England States. The table shows plainly that as a group
the Middle Atlantic and East North Central States
showed a decided improvement in tax returned in 1949
over the 1945 figures, while New England and some of the
other States returned less tax. (Among the States, some
differences can be charged to the change in the federal
revenue act of 1948, allowing the division of income
between husband and wife
States.)

as in community property

The significance of these
in this way

figures may be summarized

which is a major part of theTaxable individual income,
present tax base in Massachusetts, has not been developing in
the Commonwealth at the same comparative rate per taxpayer
or per capita of total population as it has in other industrial
States.

The impact of state and local taxes upon tax resources
is conditioned not only by the way the taxes relate to re-
sources of the State, but also by the way they are related
to changes in federal tax requirements. The total tax
impact upon any part of the State’s resources depends in
large measure upon the federal tax picture as well as upon
the circumstances of the State’s financial requirements
and tax policies.

3. THE OVER-ALL BURDEN OF TAXATION
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Table 10. Individual Incom To.

1945.

l?T a Average per ReturnRegion, State. Xt . . ANumber Adjusted -

of Gross Tax. ~.
.

.

Returns. Income. Adjusted
Gross Tax.

Income.

United States Total 49,773,085 §120,241,365 $17,020,899 $2,415 79 $34197

New England .... 3,632,263 8,742,287 1,239,557 2,406 84 346 7! |
Maine 311,807 618,253 72,621 1,982 81 232 90
New Hampshire . . . 194,990 392,882 47,393 2,014 79 243 04
Vermont 113.448 214,858 24,229 1,893 89 213 57
Massachusetts .... 1,858,647 4,594,761 665,420 2,472 10 358 02
Rhode Island ....

315,963 742,636 108,643 2,350 39 343 85
Connecticut ....

837,399 2,178,897 341,245 2,601 98 407 51

Middle Atlantic ....
11,917,651 31,229,666 4,757,001 2,620 45 399 16

New York ....
6,063,750 16,816,795 2,743,072 2,773 33 452 37

New Jersey .... 1,981,047 5,225,042 737,972 2,637 52 372 52
Pennsylvania .... 3,872,854 9,187,829 1,275,957 2,372 37 329 46

East North Central 11,247,617 27,930,164 3,921,790 2,483 74 348 68

Ohio 2,953,543 7,287,283 1,015,220 2,467 30 343 73
Indiana 1,338,572 3,160,005 404,739 2,360 73 302 37
Illinois 3,471,774 9,026,694 1,359,845 2,600 02 391 69
Michigan 2,273,787 5,748,698 804,959 2,528 25 354 02
Wisconsin 1,209,941 2,713,484 337,027 2,242 66 278 55

Missouri 1,308,035 2,820,759 378,768 2,156 49 289 57

Virginia 821,029 1,767,397 226,178 2,152 66 275 48

Pacific 5,561,027 14,633,721 2,286,833 2,631 48 411 22
Washington ....

959,667 2,329,276 328,913 2,427 17 342 74
Oregon 518,109 1,314,582 193,654 2,537 27 373 77

California .... 4,083,251 10,989,863 1,764.266 2,691 45 432 07

Note. All money figures, except average perj
[Source: United States Bureau of Internal Revenue, Statistics of Income for 1945, Part I.
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Returns in Selected States: 1945 and 1949.
1945. 1949.

m * Per Cent of United States Total.Tax per Per Cent p„ r CentCap'ta of Popu- Changeof Total lation irfiiwtmf J ax ' overPopu- Filing Popu- Returns. Gross Tax. 1945.lation. Returns. lation. Income

$l2B 45 37.56 100.00 100.00 100.00 100.00 $18,051,822 + 6.1

152 19 43.89 6.24 7.30 7.27 7.40 1,187,243 - 5.7
92.39 39.67 .59 .63 .51 .43 j 56,795 -21.8

104 85 43.14 .34 .39 .33 .28 I 40,836 -13.8

78.16 36.60 .23 .23 .18 .14 j 22,201 - 8.4
159 08 44.43 3.16 3.74 3.82 3.91 1 634,843 - 4.6
143 33 41.68 .57 .63 .62 .64 j 102,476 - 5.7
191 07 46.89 1.35 1.68 1.81 2.00 330,092 - 3.3

183 10 45.87 19.61 23.94 25.97 27.95 j 5,261,569 +10.6
217 96 48.18 9.50 12.18 13.98 16.11 | 3,230,826 +17.8
175 67 47.16 3.17 3.98 4.35 4.34 575,744 -22.0
138 78 42.12 6.94 7.78 7.64 7.50 ' 1,454,999 +14.0

148 24 42.51 19.96 22.60 23.23 23.04 4,240,729 + 8.1
147 71 42.97 5.19 5.93 6,06 5.96 | 1,072,442 + 5.6
117 73 38.93 2.59 2.69 2.63 2.38 339,716 -16.1
176 12 44.97 5.82 6.98 7.51 7.99 1 1,563,427 +15.0
147 11 41.55 4.13 4.57 4.78 4.73 | 919,605 +14.2
114 17 40.98 2.23 2.43 2.25 1.98 345,539 + 2.5

106 49 36.77 2.69 2.63 2.34 2.23 1 443,848 +17.2

73 43 26.66 2.32 1.65 1.47 1.33 208,035 - 8.0

187 46 45.59 9.21 11.17 12.17 13.43 2,081,457 - 9.0
151 57 44.22 1.64 1.93 1.94 1.93 j 286,575 -12.9
160 58 42.96 .91 1.04 1.09 1.14 181,021 - 6.5
199 96 46.28 6.66 8.20 9.14 10.36 1,613,861 - 8.5

return and tax per capita, in thousands of dollars.
rl Annus Commissioner for the Fiscal Y ■]June 30, 19
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All taxes collected in Massachusetts in 1950were almost
300 per cent more than in 1936 (Table 11). Within this
large over-all increase state and local taxes increased
about 98 per cent, while federal taxes climbed from 8112
million in 1936 to $l.O billion in 1950. In 1936 federal
taxes were a little more than one-third state and local
taxes, but in 1950 they totaled about 72 per cent more
than all state and local taxes.

Estimates indicate that the level of economic activity
in 1950 was a little more than double that in 1936. For
example, income payments to individuals in Massachu-
setts increased 122 per cent between the calendar years
1936 and 1949.1 As a rough measure of tax burden, fed-
eral, state and local taxes in Massachusetts amounted to
13.5 per cent of income payments to individuals in 1936
as compared with approximately 24 per cent in 1950.
But here again the shift in relative burden as between
federal taxes and state and local taxes is indicated. While
state and local taxes represented a lesser percentage of
income payments in 1950 than in 1936, federal taxes
changed from 3.6 per cent of income payments in 1936
to about 15 per cent in 1950.

In addition to large increases in total taxes, the relative
importance of the various taxes has also changed sub-
stantially since 1936. Whereas corporation income taxes
amounted to 12 per cent of all federal, state and local
taxes in 1936, they provided about 20 per cent of the
total in 1950. In the same way personal income taxes
represented 12 per cent of all taxes in 1936 and 40 per
cent in 1950. Although taxes upon real and personal
property increased by more than 40 per cent between
1936 and 1950, they represented only 21 per cent of all
taxes in 1950 as compared with 55 per cent in 1936.

These changes were in large measure a product of war
conditions. Although federal expenditures and federal
tax requirements in the prewar decade of the 1930’s were
increasing at rates unprecedented in peacetime, they were
subsequently dwarfed by the vast expansion which came
with World War 11. The postwar years brought some

1949 incomepayments shown because 1950 are not yet available
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reductions in the amount of federal internal revenue col-
lections in Massachusetts from $1.3 billion in 1948 to
$l.l billion in 1950. But the war in Korea stopped this
before it got very far and federal tax legislation adopted
late in 1950 and early in 1951 provided increased income
tax rates for both corporations and individuals as well
as new excess profits tax for corporations.

Furthermore, the President’s budget for 1952 indicates
spending authority aggregating some $94 billion and ex-
penditures totaling some $7l billion. These federal re-
quirements already approach the maximum level reached
during World War II when expenditures totaled 198.7
billion in 1945. Anticipated federal spending and taxa-
tion at these high levels carry a warning that state and
local governments may find it more difficult to apply tax
resources for their own needs.

State and local taxes in Massachusetts as well as fed-
eral tax requirements are being forced upward at a rapid
rate. Between 1949 and 1950, all state and local taxes
in the Commonwealth increased about 7 per cent from
$567 million to $605 million. Budgetary problems pres-
ently before the general court indicate little hope for re-
lief. These are the conclusions:

The dollar amount of federal, state and local taxes has in-
creased sharply the equivalent of an average of 24 cents out
of every dollar of income received by individuals was taken by
the total of these taxes in 1960.

The burden of state and local taxes alone has not increased
relative to income payments between 1936 and 1950.

The relative significance of state and local taxes has been
dwarfed by the great increase in federal income taxes on indi-
viduals and corporations.

Recent State and Local Tax Changes.

Major changes in the amount of state and local taxes
have occurred within the postwar years. Table 12 shows
that all state and local taxes in Massachusetts 1 increased
46 per cent between 1946 and 1950. Within this over-
all increase, however, changes in revenues from individual
taxes varied as between a decrease of 32 per cent from

Exclusive of unemployment compensation (payroll) taxes.
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Table 12. —Distribution of Massachusetts State and Local Ta. ’6

1946-1950.
(Exclusive of Unemployment Compensation.)

[Amounts in millions of dollars.]

Amount Per
of Tax. Per Cent Distri

Change,
1946-1950.

1946. 1950. I 1945.

Cent
tion

Subject op Taxes.

1950,

Property
5216.8 $3lB.5 1 47 62.2

22.8 32.9 1 44 5.5
Real property 52.6
Personal property
Motor vehicles

5.4
5.1 19.7 2 286 1.2 3.3

Total 58.9$244.6 $371.1 61.3

Income;

114.2 $61.1 38 10 7
30.4 44.7 47 7.3

$74.6 $105.8 42 18.0

Corporation s
Individuals

10.1
7.4

Total 17.5

Selective excise taxes:
Motor fuels $17.8 $27.8

16.9 25.9
14.4 20.6
7.7 7.9
3.9 4.8

4,3

4.1
3.5
1.8

0.9

56
53
43

4.6
Cigarettes 4
Alcoholicbeverages
Pari-mutuel racing
Meals

3.4
1.3
0.823

Total 43 14.6$60,7 $87.0 14 4

Selective business taxes
Public utilities $6.6 $4.5 -32

6.3 9.7 54
1.6
1.5

0.7
Insurance companies
Banks and finance com

1.6

2.4 2.4 0.6 0.4pan:

Total $15.4 $l6 3.7 2.78

Inheritanceand estate $8.3 $9 16 2 0 1.6

Motor vehicle and drivers
license $7.9 $ll.O 39 19 1.8

Other taxes and liecni
Poll taxes $2.9 $3.0

1.0 1.3
0.7
0.2

3
30

0.5
All othei 0.2

Total $3.9 1-1.3 0.710 0.9

Total, all taxes and li-
censee $415.3 $605.4 45 100.0 100.0

[Source.' Massachusetts Department of Corporations and Taxation.]

1 Property taxes assessed in 1950.
* Motor vehicle taxes assessed in 1949.
* Includes corporation excises.
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taxes upon public service corporations and an increase of
286 per cent from property taxes upon motor vehicles
(motor vehicle excise).

But the over-all pattern of taxation changed very little
between 1946 and 1950. As the largest source of state
and local tax revenues, taxes upon real estate increased
about $lO2 million to account for more than one half of
the $l9O million over-all increase (Table 12). But in
terms of relative tax position, real estate taxes main-
tained their position to account for 52 per cent of all
taxes. Due largely to an increased yield of excise taxes
upon automobiles, however, all “property” taxes in-
creased slightly in relative importance from 59 per cent
of all state and local taxes in 1946 to 61 per cent in 1950.

Taxes upon personal and corporation income increased
in yield by 42 per cent between 1946 and 1950 and were
the source of about 18 per cent of all taxes both in 1950
and 1946. However, this change was not uniform as be-
tween individuals and corporations. Taxes upon cor-
porations increased in yield by 38 per cent as compared
with an over-all increase of 46 per cent in all taxes, and
declined somewhat in relative importance from 10.7
per cent of the total in 1946 to 10.1 per cent of the total
in 1950. In contrast, individual income taxes increased
47 per cent in yield and just maintained their relative
position within the total of all taxes.

With little change in position as among individual
taxes, selective excise taxes upon motor fuels, cigarettes,
alcoholic beverages, meals and pari-mutuel betting ac-
counted for approximately 14.4 per cent of all state and
local taxes in 1950 as compared with 14.6 per cent in 1946.

Selective business taxes upon public utilities declined
32 per cent between 1946 and 1950 and accounted for
less than 1 per cent of all state and local taxes in 1950 as

compared with 1.6 per cent in 1946. In contrast, special
taxes upon insurance companies increased 54 per cent and
taxes upon banks and finance companies were about the
same amount in 1950 as they were in 1946.

Inheritance and estate taxes in 1950 totaled some 16

per cent more than 1946 and are the source of less than



1951.] HOUSE No. 2217. 47

2 per cent of all state and local taxes. License fees upon
motor vehicles and drivers increased 39 per cent between
1946 and 1950. Over-all property, license and fuel taxes
related to motor vehicles and their use account for 9.7 per
cent of 1950 state and local taxes as compared with
7.4 per cent in 1946.

Comparative Tax Systems.
There is a strong temptation to appraise the taxes of

our own State by reference to the taxes levied in other
States. This can sometimes be done successfully for par-
ticular taxes, but the result is useful only with reference
to the total tax systems of the several States. For ex-
ample, the States of Connecticut, Massachusetts, New
Jersey, New York and Pennsylvania illustrate the appor-
tionment of tax burdens under widely divergent state and
local tax structures. As shown in Table 13 the amounts
raised from particular taxes vary greatly among these
industrial States. To point out the number of taxes that
any of the States has or the amount raised from each
would tell very little of comparative value.

A few facts stand out from an examination of Table 13.
The table shows that Massachusetts and Pennsylvania
derive a definitely greater proportion of their state and
local taxes from corporate business than do any of the
other three States. Pennsylvania derives about 15 per
cent of its total from corporations as compared with 12
per cent in Massachusetts, but the nominal tax rates on
corporate income and capital in Pennsylvania are actu-
ally lower than those in Massachusetts. Massachusetts
levies an individual income tax but Pennsylvania does
not, while neither state levies a general consumers’ sales
tax. New York and Connecticut both measure their cor-
porate franchise taxes by net income, but at rates lower
than Massachusetts, to obtain 10 per cent (New York)
and 8 per cent (Connecticut) of their total state and local
taxes. Coimecticut uses a state general consumer’s sales
tax whereas New York as a State does not. In New
Jersey the State employs neither an income tax on indi-
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Table 13. Comparative Sources of State and Local Taxes (exclusive
of Unemployment Compensation Taxes) in Massachusetts and four
Other Stales, 1948-1949. 1

[Amounts in millions of dollars.)

Massa- New New Pennsyl- Connecti-chusetts. Jersey. York. vania. cut.
Direct taxes upon individuals:

Personal income ....
$43 - $l6l 136

Polls 3 $O.l - 1
Inheritance and estate ... 11 10 27 24 $6

Subtotal $56 $lO $lBB $6l $6

Indirect taxes upon individuals:
Generalsales and use ...

- - sl37* - $l6
Alcoholic beverages (including

licenses) $l9 $l5 69 $52 8
Cigarettes and tobacco 21 18 52 41 7
Meals 5 -

Hotel rooms - - 5
Soft drinks ...... -

- 14
Amusement ...... -

- 8
Pari-mutuel racing ...

8 10 45 -

Subtotal $53 $43 8308 $ll5 $3l

Taxes upon motorvehicles and motor
fuel:

Gasoline tax $24 $3O $B4 $7B $lB
Motor vehicle and drivers’ licenses 11 32 68 50 9
Motor vehicle excise ... 14

Subtotal $-19 $62 $152 $l2B $27

Taxes upon business:
Corporation taxes and fees . 866 $9 $lB4 sl32* $l6
Stock transfer .... 0.3 - 18 0.1
Unincorporated business . - 16 5 I
Miscellaneous licenses ...

- - - 5
Business gross receipts ... - - 64 *

Severance - - 1
Railroads, buses and public utili-

1035ties 4 33 4

Insurance taxes (including agents
615

4
and brokers)

....
9 8

Banks and financial businesses 2 2 -6

$27$174$324$5lSubtotal $B2

$ll5$372$919$309 $334General property
Mortgage . 9

1Occupancy

$ll5$929 $372$334$309Subtotal

$B5O $206$1,901$5OO$549Total

(Source: Commerce Clearing House, “Tax Systems” (1949 Edition), and State Reports.)

1 Property taxes for 1948, all other taxes for fiscal years ended in 1949.
3 New York City only.-

CW X All XV A/U.J WIUJ . .

* Exclusive of $l5 million of 1948 taxes collected in 1949.
*Exclusive of $12.1 million of general property taxes assessed upon Class 11 railroad prop-

erty.
5 Included in corporation tax.
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viduals nor a consumers’ sales tax, but its distributions
to local government are relatively less than in New York
or Massachusetts. While these facts are significant they
underscore the need for caution in comparing state tax
systems.

One conclusion which has long been evident in tax
studies, and which is still apparent, is that general prop-
erty taxes are the major source of tax revenues in each of
the five States. Changes which have occurred in the
different States, however, have resulted in a marked de-
gree of difference in their dependence upon property
taxes. These taxes range from 44 per cent of all state
and local taxes in Pennsylvania to 67 per cent in New
Jersey. In brief, Massachusetts stands about midway
between Pennsylvania and New Jersey, with general prop-
erty taxes accounting for 56 per cent of all state and local
taxes raised in the Commonwealth during 1948-1949.

Beyond this general view, the comparative burden of
state and local taxes, as among the States, requires special
study of the impact of each state tax system upon the
various classes of taxpayers. Such special study will be
incorporated in the separate report parts to follow this
report.

In summary, the Commission has sought in this report
to analyze the basic structure upon which the tax system
of the Commonwealth is built, to appraise the economy
of the State in terms of its relative ability to bear taxa-
tion, and to measure the total burden of taxation. The
tax system today has been shown to be the product of a
variety of purposes and relationships. Among these the
most important have been the extensive sharing of state
tax collections with the cities and towns, and the wide
difference between the level of government which collects
the tax and the level of government for which the tax is
spent. When a maze of figures has been cleared away the
simple fact that taxes always follow expenditures remains.

The relative capacity of the private economy in the
Commonwealth to support government through taxation
has been shown to be high, but not quite so high as one
fourth of the other States in the nation. In terms of the
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average tax burden, we have seen that by 1950 practically
a quarter out of each dollar of income earned by indi-
viduals in the Commonwealth was being taken in the
combined toll of federal, state and local taxation. The
rising rate of federal expenditures and taxes gives new
and added meaning to this over-all way of looking at the
tax burden. It is in the setting of this background of the
Commonwealth tax system today, of the tax resources
that we have, and of their utilization, that the present
and foreseeable future tax problems of the Commonwealth
will be approached in forthcoming reports.

Respectfully submitted,

RICHARD I. FURBUSH,
Chairin'

HOLLIS M. GOTT,
Vice Chaimu

RALPH C. MAHAR.
JOSEPH A. ASPERO.
MICHAEL J. RATAL.
CARROLL F. HOLT.
JOHN E. ROGERSON.
THEODORE J. VAITSES.
ROBERT T. CAPELESS.
H. EDWARD SNOW.
STEPHEN L. FRENCH.
GABRIEL F. PIEMONTE.
Norman Macdonald.
WILLIAM D. FLEMING.
ARTHUR U. MAHAN.
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I wish to call attention to the concept that in addition
to the economic resources mentioned in this report, taxes
which are used elsewhere in the United States, but not in
Massachusetts, provide another type of tax resource
which is available to the Commonwealth. A partial list-
ing of taxes, in addition to graduated income taxes used
by other States, not now utilized by Massachusetts, is
given below in order to supplement the material which
considered only the economic aspects.

Retail Sales Taxes. Twenty-eight States employ re-
tail sales taxes at rates from 1 per cent to 3 per cent. In
a number of States this tax is the leading producer of
revenue.

Soft Drink Taxes. While twelve States impose a tax
upon soft drinks, only two levy an excise as large as 1 cent
per bottle.

Admissions Taxes. Twenty-one States levy taxes
upon admissions to places of amusement.

Document Recording Tax. A registration tax based
upon the value of real estate conveyances and mortgages
filed is levied in 11 States.

Tax on Vending Machines. —ln nine States coin-
operated machines have been made subject to a special
state tax which is in the nature of a license.

STATEMENT BY REPRESENTATIVE GABRIEL
F. PIEMONTE.




