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Executive Department, Boston, April 26, 1918.

To the Honorable Senate and House of Represeritativei
It is of the first importance in considering laws relating to

taxation during the present session that you should if possible
increase the sources of revenue for the treasury of the Com-
monwealth and conserve those sources which it already
possesses. The Commonwealth has the primary control of
the taxing power. The custom has grown up and has been
followed for many years of raising only a portion of the
revenue needed for its purposes from taxes payable to it,
and the remainder has been levied directly upon the cities
and towns. I think it would have been a better practice
for the Commonwealth to provide its own revenues, dealing
directly with the taxpayers, and have the cities and towns
raise the revenues needed for their own local purposes. But
as I have have said, the practice is established the other
way and the institution known as the state tax has been
developed. The income tax first applied a year ago exempted
from direct taxation intangible personal property which is by
far the greater portion of that kind of property in the Com-
monwealth. It followed from that that the state tax levied
ratably by the Commonwealth upon the cities and towns
would fall almost entirely upon real estate. There was a
smaller base from which that tax could be raised, and hence
the rate would be correspondingly increased, reckoning upon
values.

We should therefore endeavor in every way, both by the
exercise of economy and by supplementing the sources of
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taxation for the Commonwealth to keep down the levy of
the state tax upon the cities and towns, falling as it does
upon real estate. Very many thousands of our people have
provided themselves with homes. The houses in which
they live represent the aggregate of their savings, and in
many instances they have not been fully paid for, and bal-
ances are due upon mortgages. The increase of the tax upon
real estate falls with a special weight upon this large class
of our population. The home builder should so far as possible
be encouraged rather than burdened through the weight of
taxes. The ownership of a home however small it may be
increases the independence of the owner and at the same
time his stake in the community and the state. I believe
that the tendency of our levies of state taxes in recent years
has been to discourage the home builder, and the income
tax and the consequent exemption of the large part of the
personal property from levy of the state will Increase this
burden. In time of war especial sacrifices are called for and
are cheerfully submitted to by all of our people. They are
made by thousands of our young men who have only them-
selves to give, and I believe they will no less cheerfully be
made by all those who are able to contribute of their means.

In some of the states and notably in Connecticut special
taxes have been imposed upon corporations, with their full
approval, which have greatly improved the condition of the
state treasury. The income tax upon corporations has been
a subject of study in this Commonwealth, and many of the
corporations were satisfied to have this tax imposed begin-
ning with the year 1919. An effort is being made to delay
its operation until 1920, and indeed to prevent its enact-
ment altogether. I believe this tax should be made avail-
able for the treasury as soon as possible. If it can be made
available during the current year it will be all the better.
It will be not merely a just tax but one which I feel certain
the owners of our corporations will patriotically submit to.

Then you should, I think, conserve our existing sources
of revenue and not favor those bills which are aimed to

exempt classes of property from taxation which have been
heretofore subject to it. This is not the time for any source
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of revenue to be thrown away. The war has imposed
especial burdens upon the treasury of the Commonwealth
in the new demands that grow out of it. In addition to
that its normal expenses have been increased very much on
account of the increased cost of supplies and of all the things
which the Commonwealth must buy. Probably the direct
war taxes during the present year which will be paid by the
interests of the Commonwealth to the national government
will amount to more than one hundred fifty millions of
dollars. Surely the war expenses to which the Common-
wealth itself is subject should receive a moderate contri-
bution from her own great interests, and no tax whatever
has been imposed to meet the increased expenses of war,
but we are relying upon a system established for peaceful
times. The corporation income tax to which I have re-
ferred would I believe be just in normal times, and there
is no good reason to my mind why it should be deferred.
I strongly urge upon you the importance of conserving all
the sources of revenue which the Commonwealth how has,
and of imposing a moderate levy of new taxes where they
can justly be imposed, to the end that the state tax may fall
less heavily upon the cities and towns of the Commonwealth.

SAMUEL W. McCALL.




