
HOUSE 200

REPORT OF THE SPECIAL COMMISSION
DIRECTED TO STUDY THE GENERAL
SUBJECT OF STATE, COUNTY AND LOCAL
TAXATION AND THE TAXATION OF PER-
SONAL INCOME AND OF CORPORATIONS.

[Taxation.]

Boston, December 3, 1030

To the Senate and House of Reprt ntati

The Special Commission on Taxation herewith sub-
mits its report.

This report is submitted in accordance with the pro-
visions of chapter 57 of the Resolves of 1930, as follows;

CJ)e Commoutuealtf) of

Resolve providing for an Investigation of Certain Proposed
Changes in the Tax Laws of the Commonwealth and
Other Matters related thereto.

Resolved, That an unpaid special commission, consisting of one
member of the senate to be designated by the president thereof, three
members of the house of representatives to be designated by the
speaker thereof, and three persons to be appointed by the governor,
shall investigate and study the general subject of state, county and
local taxation, and particularly the proposed changes embodied in
current house document number thirteen hundred and twenty-four
and the subject matter thereof. Said commission shall hold hearings,
and shall consider such changes as might better and more equitably
distribute the burden among the several sources of taxation. Said
commission may call upon the commissioner of corporations and
taxation and other departments, commissions and officers of the com-
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monwealth and of the several counties and municipalities for such
information as may be needed in the course of its investigation. Said
commission may expend for expert, clerical and other services and
expenses such sum, not exceeding three thousand dollars, as may here-
after be appropriated. Said commission shall make a report to the
general court by filing the same with the clerk of the house of repre-
sentatives not later than the first Wednesday in December in the
current year, together with drafts of legislation necessary to carry its
recommendations into effect. [Approved May 37, 1930.

Under the terms of the resolve the President of the
Senate designated Erland F. Fish of Brookline; the
Speaker of the House of Representatives designated
Joseph Earl Perry of Belmont, Arthur I. Burgess of
Quincy and George C. McMeninen of Cambridge; and
the Governor appointed Clifford S. Anderson of Worces-
ter, Tarrant P. King of Milton and William J. McCarthy
of Newton as members of the Commission. Mr. Perry
subsequently resigned and the Speaker designated Albert
F. Bigelow of Brookline to fill the vacancy.

The Commission met on August 12 for organization,
and elected Senator Fish, chairman, Representative Bige-
low, vice-chairman, and Robert T. Brady, secretary.

While the Commission was charged with the duty of
investigating and studying the general subject of State,
county and local taxation, it was directed particularly to
consider the “proposed changes embodied in current
House Document No. 1324 and the subject matter
thereof.”

That document contains proposed changes in the laws
relating to the taxation of personal incomes and the ex-
cise tax upon corporations doing business within the
Commonwealth. These changes were incorporated in a
bill reported favorably by the legislative committee on
taxation, based almost entirely upon recommendations
made by the special commission on taxation which sat
during the recess of 1929. In brief, the proposed changes
provide that individual incomes derived from trades, pro-
fessions and employments, now taxed at 1| per cent, and
rentals of real estate, not now taxed, should all be taxed
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at 1 per cent; and that incomes from shares of stock of
corporations, including domestic corporations, bonds of
the State and its municipalities and mortgage interest -

much of which is not taxable under existing law should
all be taxed at 3 per cent. The changes affecting the
excise tax upon corporations provided for abolition of
the so-called corporate excess feature of the existing law,
placing the tax almost entirely upon income, and making
the income rate 4 per cent instead of 21 per cent, which
is one of the requirements of the present corporation tax
law. The corporation tax provisions proposed, also, a
minimum tax which would have to be paid by all cor-
porations doing business within the Commonwealth.

House Bill No. 1324 was discussed at considerable
length before various legislative committees and on the
floor of the House during the session of 1930. It en-
countered opposition from representatives of real estate
interests because it sought to bring upon the tax rolls
income from real estate rentals and mortgage interest,

income which is not taxable under present law. Ob-
jection was offered to the requirement for taxing income
from the shares of stock of domestic business corpora-
tions, not now taxed. There was some opposition to the
provision for taxing the income from bonds of the State
and its municipalities.

There was marked difference of opinion among busi-
ness interests as to the proposed changes in the corpora-
tion tax. While many of those directly affected believed
that the measure recommended would accomplish much
of benefit to them, answers to questionnaires submitted
to leading manufacturers and business corporations
domestic and foreign indicated a wide divergence of
opinion as to the theory of the proposed remedy and a
feeling of uncertainty as to its practical operation, -

uncertainty based on fear that the proposed law might
not produce revenue equal to that received under the
present law, thereby necessitating a substantial increase
in other taxes which might bear heavily upon real estate
and industry.
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With the real estate interests and industry in general
fearful of the effect of the proposed changes, the Legisla-
ture of 1930 declined to take any positive action, but pro-
vided for further study of the whole subject of individual
and corporation taxes.

This is the fourth year of study of taxation problems
by special recess commissions. The commissions of 1927,
192 S and 1929 emphasized in their reports to the Legis-
lature that the primary object of their investigations
was relief of industry and real estate from steadily grow-
ing burdens of taxation.

With that object the present Commission is thoroughly
in agreement, and its members approached their study of
the situation with that in mind more than anything else.
From the outset of its deliberations it has encountered
all of the difficulties with which previous commissions
have been faced. But the Commission has sat during a
period of business stagnation which has brought far
greater complications than existed before for many years.
As a result there has been less inclination on the part of
business men, real estate operators, manufacturers .and
others directly concerned to discuss changes in the taxa-
tion policy of the Commonwealth. Those who in the
past few years have been skeptical of the practical effect
of proposed changes in the tax system have been more so
in view of the tremendous shrinkage in stock market
values during the past twelve months, the subsequent de-
pression in commercial and manufacturing enterprises,
and the greater demands for public revenues by the
State, counties, cities and towns.

It must be recognized that in crises such as the one
which now confronts the whole country, less business
activity results in more calls upon the various branches
of government for expenditures, so that the tax burden
bids fair to be materially increased at a time when busi-
ness can least afford to bear it.

The Commission has found, therefore, a widespread
belief that at this time extreme caution should guide
those charged with the responsibility of enacting tax
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laws. This belief exists not only among manufacturers
and merchants, but also among bankers, investors and
economists.

The Commission recognizes the necessity of providing
reasonable assurance of the feasibility and success of any
plan which may be proposed to change the tax policy of
the State. It has not had the time or the facilities for
the thorough research which should be made to establish
beyond a reasonable doubt the complete wisdom of the
plan proposed in House Bill No. 1324 or other suggested
plans. The co-operation of people from all over the State

of manufacturers, merchants, bankers and many other
groups is essential to the successful enactment of a
sound tax system to take the place of the admittedly
inequitable system which has grown out of the piecemeal
agitations of nearly a century. The expert personnel
and the financial resources necessary to bring about such
co-operation have not been available to this Commission,
nor to its immediate predecessor commissions.

It is clear, however, that the work done by the tax
commissions of this and the three preceding years has
aroused a genuine interest in the subject among the
people of Massachusetts, which promises to bring about
the research and co-operation between business and gov-
ernment necessary to a satisfactory solution of this most
vexatious problem. Within the past few months a con-
structive movement among business men, bankers, manu-
facturers, real estate interests and trades unionists has
resulted in the organization of the Massachusetts Tax
Association. This association has a board of directors of
more than 100 members. They comprise presidents and
treasurers of commercial banks and savings banks, manu-
facturers, officials of labor unions, representatives of farm
organizations, stock brokers, real estate owners, trustees,
those engaged in retail business, lawyers and economists.
The purpose of the association, as stated to this Com-
mission, is to obtain all possible information in regard to
economic and social needs and conditions in the State,
and the effect of the present and proposed tax laws upon
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industry, labor, real estate and the householder. The
association recognizes that for several years Massachu-
setts has not been extremely prosperous, that there has
been a decline in some of our industries, such as textiles,
wool, shoes and leather. The association will attempt
through the employment of experts to ascertain to just
what extent this situation has been affected by the Massa-
chusetts tax laws with relation to those of other States.

The association will endeavor, also, to consider the
whole field of municipal expenses, which, it is generally
conceded, have a most important bearing upon the amount
of money which corporations and individuals are obliged
to pay in the form of taxes. Such an association, with
adequate funds to employ experts and to carry on through
research work, can bring about the co-operation of the
various economic interests with the administrative
agencies directly associated with tax matters and with
the legislative and executive branches of the State govern-
ment.

By chapter 416 of the Acts of 1930 a new State Board
of Tax Appeals was created. That body, established
primarily for the purpose of hearing appeals from State
and local taxing authorities, is directed, also, to make
from time to time recommendations to the Legislature
for improvement of the tax system. It is hoped that in
the performance of its prescribed functions the Board
will develop ideas for improvement of the tax system
generally, and submit recommendations for such im-
provement to the Legislature in the near future.

The Commission believes, therefore, that with these
various agencies engaged in continuous and intensive
study of the many factors which enter into the taxation
question, and in view of the present unsettled state of
industry generally, there should be another year of con-
sideration of the subject.

In order that the work of the different groups may be
properly co-ordinated during the coming year, the Com-
mission recommends that a special commission, made up
in general in accordance with chapter 57 of the Resolves
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of 1930, be appointed to sit during the recess of 1931, to
continue the investigation and study of taxation and to
report to the Legislature of 1932. To this end the adop-
tion of a resolve appended hereto is recommended.

ERLAND F. FISH.
ALBERT F. BIGELOW.
ARTHUR I. BURGESS.
GEORGE C. McMENIMEN.
CLIFFORD S. ANDERSON.
TARRANT P. KING.
William j. McCarthy.
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While I have signed the report of the Commission in
favor of further study of the whole subject of taxation
and particularly of House Bill No. 1324 of 1930, I desire
to be recorded as strongly opposed to the provision of
that bill which would tax the income from rentals of real
estate and mortgage interest.

GEORGE C. McMENIMEN.

SUPPLEMENTARY REPORT.
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In the Year One Thousand Nine Hundred and Thirty-One

Resolve providing for an Investigation of Certain Pro-
posed Changes in the Tax Laws of the Commonwealth
and Other Matters related thereto.

Oe Commontuealtfj of c^assaclmsetts

1 Resolved, That an unpaid special commission, con-
-2 sisting of one member of the senate to be designated
3 by the president thereof, three members of the house
4 of representatives to be designated by the speaker
5 thereof, and three persons to be appointed by the
6 governor, shall investigate and study the general sub-
-7 ject of state, county and local taxation, and particu-
-8 larly the proposed changes embodied in house docu-
-9 ment number thirteen hundred and twenty-four of

10 nineteen hundred and thirty and the subject matter
11 thereof. Said commission shall hold hearings, and
12 shall consider such changes as might better and more
13 equitably distribute the burden among the several
14 sources of taxation. Said commission may call upon
15 the commissioner of corporations and taxation and
16 other departments, commissions and officers of the
17 commonwealth and of the several counties and munici-
-18 palities for such information as may be needed in the
19 course of its investigation. Said commission may ex-

-20 pend for expert, clerical and other services and ex-
-21 penses such sum, not exceeding as mayas may

22 hereafter be appropriated. Said commission shall
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23 make a report to the general court by filing the same
24 with the clerk of the house of representatives not
25 later than the thirty-first day of December in the
26 current year, together with drafts of legislation neces-
-27 sary to carry its recommendations into effect.






