
SENATE JVo. 9.

(Commonlmltb oi Massachusetts.0 0

To the Honorable the Senate and House of Representatives.
The following order was adopted in concurrence by the 

last General Court, June 5, 1893 : —
Ordered, That a joint special committee, to consist of three members 

of the Senate and eight members of the House, be appointed to sit dur
ing the recess of the Legislature to consolidate, arrange and revise the 
statutes of this Commonwealth relating to taxation.

Said committee shall collect under appropriate titles all acts and 
parts of acts relating to the same subject, and shall execute and com
plete such consolidation and arrangement in such manner as shall render 
such laws most concise, plain and intelligible. Said committee may 
omit redundant enactments, reject superfluous words, and condense into 
as concise and comprehensive a form as is consistent with a full and 
clear expression of the will of the Legislature all circuitous, tauto
logical and ambiguous phraseology; and said committee may in their 
report recommend such amendments of the law and such further enact
ments relative to taxation as may seem to them advisable, but shall 
embody such amendments and such new enactments in a separate por
tion of their report, so that the consolidation shall be complete in itself.

Said committee shall be furnished with a room in the State House, 
shall be supplied with stationery and postage, may summon witnesses, 
may employ a stenographer and necessary clerical assistance, shall 
report in print to the next General Court on or before the second 
W ednesday in January, and shall be paid such compensation as shall 
be determined by the Governor and Council.

Such a joint special committee was constituted by our ap
pointment thereto, June 9th, 1893.
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In accordance with the order, we submit the following 

REPORT ( in  P art).
The committee organized Sept. 6, 1893, by the choice of 

Mr. C leo. H. Garfield of Brockton as clei'k.
In performance of the first duty prescribed in the order 

we procured from the tax commissioner a fresh compilation 
of the “ laws regulating taxation by the local assessors of 
Massachusetts” (Tax Document (1893) No. 1.) and of the 
“  Statutes relating to taxes and excises for revenue upon 
corporations in Massachusetts.” An examination of these 
documents disclosed that they did not contain all the sta
tutes which it might be our duty to consolidate, arrange and 
revise, and we, therefore, as authorized in the order, em
ployed clerical assistance to make a supplementary compi
lation to include “ all acts and parts of acts relating to the 
same subject,” that were not found in the two documents 
published by the tax commissioner. We subsequently em
ployed clerical assistance to compile an index to the statutes 
relating to taxation or to the duties of assessors and col
lectors of taxes.

We secured the services of competent counsel to assist in 
the labor of consolidation and arrangement. The result of 
this labor is reported in a separate volume forming a part of 
this report.

In preparation for these hearings we issued a circular 
letter addressed to assessors generally, and to the mayors 
and selectmen of cities and towns, requesting them to submit 
in writing their views as to any desired changes in the laws. 
We also caused the fact of the committee’s appointment and 
readiness to hear all who might desire to be heard, to be 
advertised in certain newspapers.

The first public hearing took place at the State House, 
September 25, since which date we have held a large number 
of public hearings, in Boston and other parts of the Com
monwealth to the end that the fullest opportunity might be 
afforded our citizens for an expression of their views on the 
important subject of taxation.

The hearings were all duly advertised in accordance with
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the statutes and rules prescribed by the auditor of the Com
monwealth governing such advertisements. In addition 
special notices were sent by post to the assessors and select
men of towns and to the proper officials of cities in the 
several districts visited.

At these hearings a very large number of important sug
gestions and recommendations were made, and all the varied 
and important interests of the Commonwealth were seem
ingly represented. There will be found in detail in the 
verbatim reports which we have caused to be printed and 
submitted herewith in a separate volume the suggestions 
and recommendations alluded to.

Our deductions are based not alone upon the evidence sub
mitted to us at the hearings, but upon individual investiga
tion and a painstaking study of the all-important subject of 
taxation.

All of the varied suggestions and propositions relating to 
the subject have been carefully considered by the committee, 
and while we have not been able to agree upon all phases of 
the subject our conclusions are nearly unanimous with 
respect to the various topics presented.

The Assessment of P roperty.
The proper and judicious assessment of property is a 

matter of great and far-reaching importance and should very 
properly claim a liberal share of attention at the hands of 
all thoughtful citizens. However wise and comprehensive 
a system of taxation may be, it is of but uncertain utility 
and value to the public unless those who assess the taxable 
property of the people of the Commonwealth are competent, 
faithful and courageous. The assessors in the different cities 
and towns of the State are, undoubtedly, as a whole, a body 
of highly intelligent, painstaking and honest men. They 
are chosen to perform duties of an honorable and dignified 
nature but, nevertheless, somewhat difficult, trying and 
embarrassing. They perform a stern, necessary service in 
behalf ot the State, county and municipality with a well- 
marked degree of fidelity but which is, perhaps, more or 
less tempered by sentiments of regard and loyalty to friends
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and neighbors. They stand between the just demands of 
the great public, on the one hand, and the somewhat reluc
tant individual citizen, on the other. The obligations resting: 
upon the assessor are of a distinct and peculiar character 
and call for the finest and most exact principles of discrimi
nation. If there be a proneness towards criticism of this 
important functionary it would be well to pause, remember
ing that he cannot reasonably be expected to go farther 
than public sentiment expects or requires. It is probably 
true, however, that the average assessor willingly places 
himself under the guidance of his associates to a very con
siderable degree and readily accepts the figures of his pred
ecessors, as he finds them upon the record-book of the 
office. While a reliance upon the judgment and opinion of 
others may be commendable, in a certain sense, it does not 
take the place of individual, independent and thorough 
investigation and adjudication. Such a course should be 
regarded as essentially necessary in all assessments of prop
erty ; and until such a method of procedure is generally 
adopted our present or any possible system of taxation, 
cannot be entirely satisfactory. We would speak not so 
much in criticism of the assessor as of the custom and prac
tice which has so long obtained in this Commonwealth, a cus
tom based primarily upon individual feelings and conceptions 
as modified by our laws. The assessor, in the performance 
of his duty, ought to feel that he is not alone obeying the 
laws of the State but that he is, by his official acts, reflect
ing public sentiment. A well-grounded public sentiment is 
generally right and is certain to exist, in matters pertaining 
to taxation, if our laws are just and equitable and directly 
apply to all people alike. In framing our laws upon taxa
tion no requirements appertaining to assessors should be 
contained therein which we, as citizens, are not ready and 
willing to endorse and sustain. To ask the assessor to do 
things which we would be unwilling to do ourselves does 
not seem fair or reasonable. In the discharge of his duty the 
assessor should be made to feel as independent of the public 
as a just sense of his obligations and a strict accountability to 
the people will permit. As a step towards fearlessness and 
independence, recommendations have been made to us that
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one of the members at least of every local board be appointed 
for a reasonable term of years, by some high outside au
thority, thus removing the board, in a measure, from local 
contentions and political strivings. While we are not pre
pared to deny the possibility of some advantage arising from 
such a policy we do not see our way clear to give it our 
endorsement. State interference in matters of that kind is 
of very doubtful expediency, involving as it does, in a cer
tain degree, the right of local self-government. We believe 
that it is more prudent and wise to leave to each separate 
community the duty and responsibility of assessing and 
collecting its own taxes under a general judicious system of 
taxation applicable alike to all. I t is our opinion, however, 
that a movement in the right direction would be that involv
ing the election of assessors for the term of three years. 
Under existing laws the election for three years is optional 
with cities and towns, but we believe good results would 
follow if the law was so amended as to make such election 
mandatory. We therefore deem it to be our duty to make 
such recommendation to the law makers of the Common
wealth. In connection with this subject we desire to make 
brief allusion to the practice of undervaluation which we 
have abundant reasons for believing is in vogue in many 
places in this Commonwealth. Such a custom is, in our 
judgment, unfair and unjust, alike to the local taxpayers 
and to the State. Under it a large percentage of property 
escapes taxation entirely, and, as a consequence, places a 
heavier burden upon property which has been previously 
taxed at its full value. It also permits a city or town to 
evade the payment of a certain proportion of its just share 
of the State tax. The opinion, in which we share, is wide
spread that these evils should be corrected, and we believe 
that the most feasible remedy would be for the Legislature 
to create a State Board of Equalization, the duty of which, 
among others, should be to take cognizance of these inequali
ties and take immediate steps towards their correction.
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Taxation of Municipal Bonds.
We cannot approve of the exemption of municipal bonds. 

The main arguments urged in its favor have been : —
1. That to tax them was objectionable as double taxation.
2. That it would stimulate the taking of the bonds by the

citizens of the municipality issuing them, who would 
thus become directly interested in its good govern
ment.

3. That a cheap and safe security would be furnished for
the poorer classes.

4. That not much is now derived from their taxation, and
the bonds would be sold to so much better advantage 
that the saving in interest would exceed the loss in 
taxes.

As to the first argument, we believe that the bondholder 
is not doubly taxed. When A owns an unencumbered farm, 
he owes the tax on it. When he sells it to B, taking B’s 
bond, secured perhaps by mortgage, he is not impoverished 
by the trade, and has just as desirable a property as he had 
before. He, therefore, owes a tax as much as he did before, 
he being the essential owner of the same amount of tangible 
property as before; that is, he has a title with which he can 
at once secure it, if his own revenue is less acceptable. It 
may be that B, who, after the purchase, has only a property 
of which he gives the principal profit to A in the shape of 
interest, is entitled to consideration. But that is not a 
present question. A is entitled to no grace because of B’s 
hardship. In the case at issue, B is the city and it is noth
ing to A what taxes it lays upon its property.

When A holds a city bond, he has a claim upon the tangi
ble property of the city of equal amount or its equivalent in 
money. It is a net revenue paying property, not diminished 
by any tax but his own, and in no sense doubly taxed.

We think the second and third propositions have no more 
foundation than the first. In the first place, it is not likely 
that under our laws a city can become so bad as to endanger 
the payment of its loans. Its citizen then can have no 
incentive to become a bondholder in order that he may take 
an interest in its government. Next, if the exemption of
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municipal bonds would reduce their interest rate by one 
quarter to one half per cent., the revenue realizable from 
them would be so reduced that the ordinary citizen would 
not invest in them. They would be holden only by the rich 
few as heretofore. The present rate at which city loans are 
placed in times not affected by panic is about three and one 
half per cent. Cut this to three, without taxes, and how 
many of the poor would buy them, when they can realize 
four per cent, free of tax from the savings banks?

Such Exemptions are Impolitic.
If municipal bond exemption should divert money from 

the savings banks and other local investments into municipal 
loans, it would reduce the amount of loanable capital avail
able in the cities and towns for mortgages and other local 
uses. If the importation of capital into our municipalities 
is beneficial, it is well that their loans be taken abroad. For 
how can capital be more cheaply got into them than by the 
low-rate municipal loans?

There may, indeed, be times of panic as during the past 
summer, when money cannot be got from abroad for new 
issues of bonds except with difficulty, and when it seems 
desirable that loans should be made by ordinary citizens to 
their municipalities. Arguments on this account were made 
before us in favor of modification of our tax laws to encour
age by exemption our citizens to invest in the bonds of their 
own municipalities. It seems to us, however, that the cities 
and towns would lose more in taxes than they could gain 
in interest. But such periods are rare and abnormal. The 
rate of interest to be paid for twenty or thirty years ought 
not to be forced up in a moment of panic. Such emergen
cies are more properly met by temporary loans in anticipa
tion of taxes, the rate of interest on which rises till the 
ordinary citizen can invest in them with profit. The tax 
laws do not affect their investments of this nature, for they 
are made and paid between the annual tax days.

We do not believe that bond exemption would much as
sist in placing these bonds in time of panic : even then, it 
would result in a large balance of loss to the municipalities. 
But it seems to us inadvisable to modify our general policy,
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prevailing at all times, for the purpose of facilitating bond 
placing in periods of panic which are rare and abnormal.

This exemption is of a class of property which is almost 
exclusively held, when in private hands, by the wealthiest 
class of our citizens. The denominations are seldom below 
$1,000. And it is that class only that can affoi’d to hold 
their funds at the low rate of interest that city bonds pay. 
The ordinary citizen must use his capital in his work, or put 
it in the savings bank, where he can get more return. But 
the very wealthy are more concerned in the certain security 
of the principal than in the amount of it income.

The plea that because the income of a municipal bond is 
low its owner ought to be excused from paying a tax on it 
has no right to be heard until farmers are to be exempted 
when their crops are light and merchants when their trade is 
poor. The purchaser of a municipal bond knows when he 
buys it that the revenue will be small, but he is compen
sated by the absolute safety of his principal. If he is dis
satisfied with his tax, nobody can more quickly or easily 
change his investment into some other form of property, for 
such bonds bring their value in the market at sight.

Effect on Interest Rates.
I t  does not seem likely that any material reduction of 

interest rates could be gained by our municipalities through 
the exemption of their bonds. We do not understand that 
the claim is made that an exemption will reduce the interest 
charges on them more than a quarter or half per cent. We 
can not admit even that, and should be surprised to see any 
reduction at all.

It is not proposed to compel the bond-holder to reduce 
his charges. It is proposed to make a gift to him of his 
taxes, which he justly owes, with the hope that he will 
charge less intei’est when he takes the bonds. The only 
compulsion put on him is the supposed stimulus this donation 
will give to competition. It is reasonable to suppose that this 
donation to money lenders will induce them voluntarily to 
give to the cities and towns more than they are to get ?

We are told that very little is obtained from these bonds 
by way of taxes. It follows, then, that the great bulk of
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them outside the savings banks and sinking funds are held by 
parties outside the state or by tax dodgers. We all know 
that our bonds are largely taken outside the state. A large 
Boston loan was recently placed in New York, and the 
cheapest Boston city loan of recent years was placed in 
Philadelphia. Our municipal loans also go to England.

We do not see how this exemption can cheapen interest 
charges, excepting by tempting into bonds property that 
now bears our tax to compete with them, and what will be 
the effect?

The rate of interest is plainly governed by the demand for 
and the supply of capital of the class going into municipal 
bonds. The demand is constant, and this exemption will 
not vary its constancy. The only effect can be upon the 
supply. It can only cheapen interest rates by enlarging 
this supply.

Suppose that it should induce some of our citizens who 
pay taxes to change their property into bonds to get rid of 
the taxes. Assuming that the exemption is an accomplished 
fact and that the extra supply of this variety of loanable 
capital reduces the interest charge for it by a quarter per 
cent., the result will be that extra-state lenders, who have 
fixed their present prices of interest to us in competition 
with the other municipalities of the world, will find that they 
cannot get so much by a quarter per cent, in Massachusetts 
as elsewhere. Their capital will be withdrawn. What 
money we get must then come from our home capital. Our 
own citizens also take our bonds in competition with bonds 
of the cities of other states that seek to borrow. They, too, 
will withdraw their capital from our municipal loans when 
they go down the quarter per cent.

An illustration of how capital is driven out of municipal 
bonds is cited by Mr. Henry Winn, who states that formerly 
the great life insurance companies, the Equitable and Mutual 
Life, invested in the securities of this character issued in 
New York so largely that if they had maintained the same 
pioportion in 1891—2 they would have had twenty-four 
millions in them. But the intensity of the demand by the 
savings banks forced by the New York laws to invest in 
these securities so reduced the interest realizable therefrom 
that those companies did not then have a dollar left in them.
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The same would occur as to our bonds, if this exemption 

should cheapen the rate. And now, if our assumed quarter 
per cent, reduction should drive out the capital of individuals 
now invested in them, where is the capital coming from to 
till the tremendous gap in the supply? It has got to be 
filled, — and entirely tilled,— or even the assumed quarter 
per cent, reduction cannot be maintained.

We do not believe that there is spare capital enough in 
M assachusetts of the class that goes into municipal bonds, 
and which is not now invested in them, to till the gap, 
especially if the profit to be realized from them as interest 
shall be reduced. Money lenders are now allowed a bonus 
of their taxes in Massachusetts to invest in mortgage loans. 
They can make five per cent, from such investments, and 
four per cent, free of tax by scattering their moneys in the 
savings banks. It is only a limited class, then, that wants 
the city loans, even at three and one half.

The Cost o f Such an Exemption.
Our indebtedness of this character in 1892, including trust 

funds, was $117,326,983; excluding them, $112,999,000. 
Our sinking funds contained $36,000,000.

We cannot trace the holdings of this indebtedness to find 
how much of it is now taxed. Mr. Endicott has examined 
the detailed returns, and finds that the savings banks hold 
$42,471,278 of our county, city and town securities, out of 
a total of $63,513,550 invested in that class of securities, 
by them, — the remainder being United States bonds, Mas- 
sacusetts bonds, and municipal securities from other states.

We get $212,356 in taxes on these, which we should lose 
by such an exemption. The trust companies hold $3,106,617 
of like securities, and if they hold Massachusetts securities in 
the same proportion as the savings banks, they hold $2,000,- 
000, from which we get $30,600 taxes. It is impossible to tell 
how much in amount we tax in private bonds, because they 
are mainly held by persons who are doomed and we have no 
means of knowing what the doomed property consists of. 
The assessors of Boston, in 1889, certified that, in their 
opinion, $35,000,000 of public stocks and securities were 
taxed by them. This again includes railroad and street rail
way bonds.
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Mr. Winn made in 1892 an illustrative estimate, which 

will do to reason upon. He found $112,500,000 of indebted
ness, with $18,000,000 in the Boston sinking funds, which 
in 1891 amounted to something over $24,000,000 ; and he 
found $8,000,000 in the state treasury. He estimated that 
all the sinking funds held $25,000,000, the life insurance 
companies $1,500,000, the companies fully taxed $1,500,- 
000, the persons taxed $7,500,000, the foreign lenders and tax 
dodgei's $34,000,000, the savings banks holding the re
mainder. We may modify this by the actual data found by 
Mr. Endicott, and for the purposes of illustration state the 
amounts with the taxes probably realized, as follows, pre
mising that the statement is only a rough estimate, without 
the claim of accuracy except for the savings bank figures : —

A m o u n t s . T a x e s  R e a l i z e d .

Held by savings banks, . . . . $42,500,000 $212,856sinking funds, . . . . 25,000,000 -state treasury, . . . . 8,(00,000 _  'life insurance companies, 1,500,000 Small.foreign lenders and tax dodgers, s o y  oo ,000 _trust companies, 2,000,000 15,300persons and other companies fully taxed, . . . . 8,500,000 180,000
$117,500,000 $357,656

In short, we judge that such a law would cause us to lose 
at least $350,000 a year in taxes at present rates, and prob
ably more. If the rates of interest should not be reduced, 
the law would simply work a donation of this amount to the 
money lenders, plus such further amounts as we should lose 
on personal property now taxed attracted into these bonds 
to secure exemption.

Philadelphia and New York Bonds.
The claim has been made that the reason why Philadelphia 

and New York are able to place their bonds at a lower rate 
of interest than Boston lies in their exemption from local 
taxation.
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We do not understand that any change has been made in 

the taxation of bonds in Philadelphia in recent years, except 
to increase the State tax upon them from three mills to four 
mills. No change has been made in the taxation of Boston 
bonds. This being the case, we fail to see the demonstra
tion of the proposition that whereas formerly the Boston 
bonds were placed on more favorable terms than those of 
Philadelphia, the latter now command better prices than 
the former by reason of their freedom from local taxation.

According to Martin’s Tables of Quotations, prepared for 
the assessors, Boston fours of 1910 were worth, May 1, 
1891, 104, a price netting the investor 3.70; while Phila
delphia fours of 1904 were worth 107, netting 3.33 interest. 
Turn to the same authority for 1876, and we find : —

Quotations.Philadelphia old f i v e s , ......................................... 94
Boston fives of 1905,.................................................. 112

Here were Boston taxed fives selling at a heavy advance 
on Philadelphia exempt fives. What is the true reason for 
the change? We believe it is correctly stated by Mr. Winn, 
as follows : —

Boston is plunging rapidly into debt, and there is an over-sup
ply of her bonds. According to the figures of the Citizens’ Asso
ciation published in the “  Herald,” Feb. 1, 1891, the Boston debt 
increased in five years from 842,962,180 to 855,440,361, or 29 per 
cent., while by the census figures in ten years (twice the time) the 
New York city bonded debt increased only 4 per cent., and the 
floating debt hardly at a ll; and, while the Philadelphia debt of 
both classes absolutely declined more than 21 per cent., Boston 
has procured statutes authorizing her to increase her debt, even 
outside the debt limit, $12,525,000, since 1887. And now, if the 
immense supply of Boston bonds be deemed not a sufficient cause 
for raising the rate above that of Philadelphia rapidly drawing in 
hers, let us recur to a period, for we can, when Philadelphia was 
rapidly plunging into debt and Boston was not. The tax system 
of Philadelphia was so burdensome that her people absolutely for 
a time would not pay, and for ten years before 1879 were running 
in debt about $1,750,000 a year, until the Legislature passed the 
pay-as-you-go act.
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New York.
The city of New York has recently been able to place her 

bonds at lower interest charges than Boston, and it is argued 
that the cause is tax exemption.

There seem to be two causes :
First. As in the case of Philadelphia, New York is not 

increasing her debt, and so the supply of her bonds is very 
limited as compared with the new issues of Boston.

Second. The principal reason why New York places her 
loans at better rates than Boston is that the laws of that 
State practically force the savings banks to invest their 
funds in these securities issued in that State, while Massa
chusetts savings banks are free to take the bonds of outside 
cities, and to make personal loans on names.

The laws of New York, therefore, cause an intense com
petition by her savings banks in ordinary times to get the 
New York bonds. This competition forces up their price, 
hence the State of New York forces the poor savings bank 
depositors to sell the use of money to her cities at less than 
it is worth, compensating them by exempting the savings 

.banks from taxes.
This condition of affairs seems to have become intolerable 

in New York, and at the last session their laws were changed 
to permit their savings banks to invest in bonds of Boston, 
Worcester, Providence, New Haven, Detroit and St. Louis, 
and to make five per cent, more in mortgages. This opens 
to that market more than half our bonds, and renders their 
exemption more certainly useless than before.

The proposal is, as we understand it, to exempt future 
issues of bonds. Certainly it would be wrong to exempt the 
man who had previously taken municipal bonds, knowing 
them to be taxable. Can we then exempt one man on a 
four per cent. Boston bond, and tax his next neighbor on a 
like bond dated one year earlier? Will our constitution, 
which requires that taxation shall be “ proportional,” permit 
us to do this? Our highest court has spoken as follows : —

A tax on one particular moneyed capital would unquestion
ably be contrary to the principles of justice and could not be sup
ported. — Portland Bank v. Apthorp, 12 Mass. 258.
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Taxation of Mortgage Notes on Real E state.
It was a part of a long and well-established policy of the 

Commonwealth, down to the year 1881, to tax mortgage 
notes on real estate. In that year, after a prolonged and 
vigorous contest, a law was enacted providing in substance 
(so far as its practical operation is concerned) that real 
estate alone should be subject to the tax levy, thus allowing 
mortgages upon such real estate to be entirely exempt from 
taxation. The reasons adduced and the arguments advanced, 
when this question was before the Legislature, were quite 
in line with those which the friends and advocates of this 
exemption now urge. The specious plea was made that 
such taxation was double taxation and that the man in mod
erate circumstances, who was striving to secure a home and 
pay for it, was being discriminated against, hindered and 
embarrassed by reason of the excessive interest charges on 
the part of the mortgagee, who took advantage of the aspira
tions and necessities of his less-fortunate neighbor and com
pelled him to pay not only a goodly interest but enough 
more to meet the tax upon his mortgage note. This ques
tion is a very important one to the people of Massachusetts 
and deserves the most careful consideration. The recent 
decision of the supreme court in the case of Ellen M. Knight 
vs. the City of Boston, shows the extent to which the ex
emption of debts secured by a mortgage of real estate is 
liable to be carried. It seems to the committee that the 
evident intent of the law of 1881, and of the Acts passed in 
ammendment to it, was to exempt from taxation only the 
ordinary note secured by mortgage of real estate, where the 
note and the mortgage remain in the same party somewhat 
in the nature of the note and mortgage given to savings 
banks. But the decision of the supreme court in the case 
cited goes to the extent of exempting all debts so secured 
in the shape of notes or bonds, or other evidences of in
debtedness, whether the real estate is in possession of the 
party who holds the evidences of indebtedness, or in the 
possession of any other person who holds the real estate as 
security for the final payment of the evidences of indebted
ness. The committee suggests as a remedy for what they
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consider an undue extension of the exemption, that if the 
present exemption law is not repealed the Legislature should 
provide that only the ordinary note or debt secured by a 
mortgage should be exempt, and that all other notes secured 
by a mortgage of real estate should be taxed. As the law 
stands to-day the borrower (mortgagor) pays the taxes, the 
interest and all fixed charges, and the lender (mortgagee) 
escapes entirely from the burden of taxation. This condi
tion of affairs is permissible under, and as a result of, the 
Act of 1881, previously alluded to. Is such a system just 
and equitable to the home-seeker, to the tax-payer and to 
the State?

So long as personal property is taxed in Massachusetts it 
does not appear to be fair or just to exempt certain kinds 
of such property when such exemption must necessarily 
result in placing added burdens upon property already suffi
ciently taxed. Much has been said and written about 
double taxation. Complaint is made that this and that in
terest are subjected to it and that various kinds of property 
feel its baneful touch. Such a system of taxation would be 
unjust and could in no sense be defensible. Double taxation 
implies the imposition of two taxes upon a given, identical 
property in the same year. If  such a practice be allowable 
under our laws it is a matter to be deplored. But does such 
a condition of affairs actually exist? Are our people doubly 
taxed? In our judgment evidence is insufficient and facts 
are wanting to substantiate this claim. Let us endeavor to 
make our conception of the matter clearly understood by 
illustration. A money borrower desires to purchase a farm, 
the price of which is two thousand dollars. He is only able 
to pay down one thousand dollars, so he goes to a money 
lender and secures a loan of one thousand dollars for which 
he gives the lender a mortgage upon the farm, with the cus
tomary mortgage note. The borrower takes possession of 
the farm, with all its appurtenances. In due course of time 
along comes the assessor and proceeds to fix a value upon the 
property. Can any one set forth the claim that this is an 
unusual or improper proceeding? Certainly not. Every
body must admit that this property should pay a reasonable 
tax towards the support of the government; consequently
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there should be no opposition. The borrower is in full pos
session of every producing faculty of the farm. He is in 
complete enjoyment of every advantage which the place 
possesses and its revenues and its increments are his. It is 
his home and domain, as much so as if it were wholly his, 
in a pecuniary sense, and being so, who could honestly 
claim, or ask for, any exemption? Such a proposition could 
not, in our opinion, be successfully maintained, and the con
clusion reached is both logical and unavoidable that the 
property in question is justly taxed. Now we will briefly 
inquire into the status of the lender, his taxable relations to 
society and the government. He takes his thousand dollars, 
very likely withdrawing it from the savings bank, from a 
loan on municipal bonds or from shares of stock in foreign 
corporations, all of which properties are taxable in this Com
monwealth. He then loans the money to the borrower, at 
a liberal rate of interest, and, under our taxation laws, as 
they now exist, escapes taxation entirely, absolutely. The 
mortgage which he holds has both an intrinsic and a divi
dend-paying value and hence must be regarded as personal 
property, in its fullest sense.

He may have outstanding loans aggregating a million dol
lars, from which he derives very large revenues and upon 
which he pays not a single dollar in taxes. There are many 
millions of dollars so invested in Massachusetts escaping a 
just tax. Upon what grounds can such enormous exemp
tions be justified ? Does such a person sustain a fair and 
reasonable proportion of the public burdens and contribute 
his share towards the public weal? It is not apparent to us, 
by any system of reasoning, how this vast exemption can 
be reconciled with the well established policy of the Com
monwealth which is, in a word, that of taxing both real 
and personal property, wherever found. It has been very 
plausibly maintained that mortgage exemption materially 
helps the home-builder and borrower by causing interest- 
rates to fall to a lower figure, thereby resulting in a con
siderable saving to him. If this were true we should 
heartily endorse the proposition, but we do not so under
stand it. Nor do we believe that ordinary observation and 
experience will tend, in any degree, to support the assump-
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tion. We are in hearty ̂ accord with any movement which 
tends to aid and encourage the home-builder and the tiller 
of the soil, recognizing the fact that it has ever been the 
policy of the Commonwealth to foster the worthy aims and 
purposes of her sturdy citizens. We cannot permit any 
specious claims, put forth in the interest of people of mod
erate means, but which are misleading, to swerve us from 
the advocacy of what we believe to be for the best good of 
the State.

The exemption of mortgage notes on real estate does not 
help those who need it most but does add increased wealth 
to ihose who already possess it. If such property were 
taxed as is the case in every State in the Union save three, 
a very lai’ge addition would be made to taxable values, 
thereby materially reducing the average tax rate in the 
State. The adoption of this policy would be widely felt and 
be of substantial benefit to the over-burdened tax-payer by 
lessening his taxes because property to the value of many 
millions, now untaxed, would be made available for the 
purposes of taxation. A careful examination of this subject 
convinces us that mortgage exemption does not affect the 
rate of interest on money loans, for while interest rates are 
undoubtedly lower now than previous to the exemption law 
of 1881 such lower rates apply not alone to loans on mort
gages but upon loans of every description. Nor do legis
lative enactments determine the money rate of interest for 
we often observe its varying market value, subject very 
largely to the law of supply and demand, and in total dis
regard of legislation. The great financial centres of London 
and Berlin are very important factors in the determination 
of the value of money on loans and no local circumstances 
or conditions are potent enough to offset them. Taxation 
is a question which may be regarded as both simple and 
complex. It is simple to him who understands that it is an 
equitable process for raising a revenue to support and main
tain the various departments of the social and governmental 
life of the State. It is complex to him who would have in
corporated into our laws all forms of exceptions, variations 
and exemptions. We believe that the simple, honest method 
of taxation is the best, which requires every person in the 
Commonwealth to pay a tax according to his ability so to do.
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P roposed Taxation or P roperty or Religious, Benev
olent and E ducational Institutions.

The proposed taxation of property held by religious, 
benevolent and educational institutions now exempted under 
the law does not seem to us expedient. At the several 
hearings given upon this subject sundry propositions were 
made as follows: first, to tax all such property as other 
property is taxed; second, to tax only the excess in valu
ation of such property over a certain fixed sum ; third, to 
tax the value of the land only so occupied or held. The 
arguments in favor of each of above courses have much in 
them which appeals to tax-payers. If either of them should 
be adopted it would tend to decrease the tax rate to others, 
and it is urged in favor of the first proposition that such 
decrease would be large. It is further urged that institu
tions now exempted hold many large tracts of land out of 
the market for speculative purposes, which is detrimental to 
the interests of all the people. Further, it is urged that so 
much money would not be put into magnificent church edifices 
save for their exemption from taxation. As to the second 
proposition, but little can be said in its favor. If some of 
the property should be taxed the rule applies to all. It 
seeks to exempt the poor, struggling churches of the small 
towns, but where the exemption has been tried elsewhere it 
has practically exempted all churches, for public sentiment 
condones the placing by the assessors of a valuation just 
under the limit upon all such properties. In this State it is 
fair to assume the tax would fall upon but a portion of these 
institutions, and the amount of the same would be too small 
to reduce appreciably the tax rate. The last of these three 
propositions would remedy many of the evils complained of, 
but would, in our opinion, raise others of equal consequence. 
A small, struggling church, occupying an edifice bequeathed 
to it perhaps by a former generation, situated in the heart of 
a city or town, would be compelled to pay a larger tax upon 
its land than a rich and powerful society with a magnificent 
edifice in an outlying section of the same town or city.

The first proposition, therefore, to tax all such prop
erty at its full value, seems the only one calculated to be
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of essential importance to tax-payers. In fact, it was gen
erally admitted at the several hearings, that the two last 
propositions, first: to tax such properties beyond a valua
tion of a certain fixed sum, and, second, to tax the value of 
the land solely, were hut temporary compromises. If  either 
of these were adopted, the prime object desired, the full 
taxation of all such property, would follow in natural course. 
Either would be accepted gratefully as a wedge with which 
the present condition might, in the end, be rent asunder.

It is the first proposition, therefore, with which alone we 
have to do and our arguments against it are these. The 
exemption from taxation of such property was first estab
lished on the ground that such institutions were the preven
tives of crime ; they propagated good morals, education and 
charity ; they were the armament of society against iniquity. 
If this were true, they paid their taxes manifold in that they 
saved to the government vast expenditures for the correction 
and punishment of wrong-doing. Is this any less true to-day ?

If the state furnished all that these agencies furnish to 
the people, if it should sustain out of its own purse all 
necessary churches, colleges and benevolent institutions, then 
any rivals to it in these domains, any competitors established 
for personal or corporate profit, should be taxed. But while 
these institutions fill a want of the people not supplied in 
any other wTay, the imposition of a tax would but curtail 
their usefulness in every case; in that of churches and 
benevolent institutions it would but decrease the amount 
of charitable work, and in that of educational institutions 
it would either deteriorate the quality of their usefulness 
or increase the cost to those wTho attend them. Furthermore, 
they are not maintained for money-making, they pay no divi
dends and all assistance rendered them is repaid, not to the 
givers, but to all who have need of them or may wish to 
avail themselves of the privileges they offer. If you tax 
them, the burden will not fall upon those who support them, 
but upon those who use them and indirectly upon the whole 
people who profit by their existence.
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The Inheritance Tax.
A leading legal authority on taxation says, in a recent 

work, that a concensus of opinion seems to prevail that the 
hiding of personal property and the adoption of any dis
honorable methods to evade the duty are matters for con
gratulation on the part of the citizen. For this reason in 
particular more than to the faulty condition of the law, a 
large percentage of personal property escapes taxation.

Any system that effectually reaches any portion of this 
property deserves commendation and study ; and, he suggests 
an inheritance or succession tax, as the most complete system 
for reaching the class of personal property and privileges, 
which it is framed to embrace. Its collection is aided and 
facilitated by the requirements of the law, that a dead man’s 
property, so to speak,' shall somewhere and at sometime 
pass through either a surrogate or probate court, for settle
ment or distribution.

Evidently, the two great parties, of this state, hold like 
views; for, at the last state convention, the Republican 
platform contained these statements : “  The expediency of 
levying a tax upon legacies and successions was first com
mended to the attention of the general court by a Republican 
governor. We favor amendment to the existing law that 
will reach all bequests and inheritances, direct or collateral.

And the Democratic platform says: “ We favor the 
adoption in this state of substantial taxes upon legacies and 
successions, both direct and collateral, similar to those in 
force in the state of New York.”

The inheritance or succession tax is generally commended 
by economists as the least onerous, most successful and 
easiest collected.

The noted multi-millionaire Andrew Carnegie says : “ The 
growing disposition to tax, more and more heavily, large 
estates left at death, is a cheering indication of the growth 
of a salutary change in public opinion. Of all forms of tax
ation, this seems the -wisest. It is desirable that nations go 
much further in this direction. Such taxes should be grad
uated, beginning at nothing upon moderate sums to depend
ents and increasing rapidly until the amounts swell to a con 
siderable'sum.
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Mr. Carnegie believes parental affection misguided when 

it causes large fortunes to be left to children. The great 
manufacturer is not alone in this opinion. A few years ago 
the Bar Association of Illinois recommended “ that the 
statutes, of descent of property and wills, be so changed as 
to limit the amount one might take by descent from the same 
person or by bequest or devise except for educational and 
other charitable purposes.” These lawyers contended that 
it was in keeping with the spirit of our institutions, and in 
the same direction as the present laws against perpetuities, 
entailments and of descent.

There is no vested right standing in the way of the legis
lature to regulate the disposition of property by will. The 
right of bequest in many parts of the world never existed. 
Both in England and in this country, the power to dispose 
of property by will was the creature of the statute.
, The dead have no proprietary rights; neither the earth 
nor anything which pertains thereto belong to the dead; 
the relatives and the community have rights. The orderly 
devolution of property in consequence of a death is impossi
ble in the absence of a government, which maintains law and 
order. Those who inherit or receive a bequest, require in a 
special degree the assistance and protection of government. 
When a man dies he leaves his property to those whom he 
or the law designates as his beneficiaries; and to the state 
he leaves the expense and the responsibility of making the 
desired disposition of this wealth. He depends on the com
munity to transmit his possessions and to execute his will.

To maintain the probate courts and the higher tribunals, 
which have to deal with testamentary matters, the state 
annually expends a large sum of money. It is only reason
able that the estates thus administered should recognize thisOservice to the public.

Beyond this, there is the underlying principle, that the 
wealth of a man is the joint product of his individual effort 
and the order, system and civilization of the community. 
This accumulation is the material part of the Commonwealth ; 
and, in the course of time, when the man dies, the com
munity may with justice take back for the common good a 
reasonable part of its own as tribute.
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Not many years ago, these lands we now own in severalty, 

were held by a people living in tribal relations, who recog
nized no one’s right of property inheritable in parcels. Had 
such a right been claimed by an individual, there was no 
law in existence and no tribunal, but that dealing with arms, 
whereby that right could be maintained by the assumed 
successor.

Through the concurrence of people the right of succession 
has been established; and, with it, has been assumed by the 
public, the task of administration. For this service and for 
this condition, the public may with propriety impose an 
exaction.

Most legal authorities call the right to take b}r will, or 
from intestates, a mere privilege of the municipal law to be 
changed, modified or repealed in the discretion of the State 
and not a natural right.

For over a century an inheritance tax has been in force in. 
many European countries; and for nearly seventy years in 
some of the states in this Union. The wonder among 
economists is that so few states have availed themselves of 
this form of taxation.

The English “ Succession A ct” is very comprehensive 
and sweeping in its effects, including not only strangers and 
collaterals, but lineal heirs in the ascending and descending 
line.

The percentage of the tax is graduated from one to ten 
per cent., which latter sum is assessed upon shares to 
strangers to the blood and remote relatives.

Some cantons of Switzerland in the settlement of estates 
collect back taxes in cases where fraud is discovered. The 
law of Bern is typical of Swiss inheritance tax legislation.

The following rates were established in 1879 by popular 
vote : —

Husband or wife, without issue, . 1 per cent.
P a r e n ts , ......................................... . 1
More distant ancestors, . 2 “
Brothers or sisters, . . . . . 2
Uncles or nephews, . . . . . 4
C o u sin s ,.......................................... . 6
Children of cousins, . 8
More distant relations, , 10
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Direct descendants, public and certain private institutions 

are exempt; so also, is the surviving husband or wife in 
case there are children.

The inheritance of childless husband or wife is taxed only 
when it exceeds 5,000 francs— that of any other taxable 
person when it exceeds 1,000 francs.

One-tenth of the tax goes to the commune in which the 
descendent lived, for school purposes.

Any excess over 50,000, rate is increased one-half.
In Australia the inheritance tax is among the chief 

sources of revenue; the rates are progressive in nearly all 
the colonies.

Sir Charles Dilke tells us that the institution of private 
property has not been weakened, nor capital driven from 
the colonies by these progressive taxes. In Victoria taxes 
are as high as 10 per cent. ; New Zealand as high as 13 
per cent.; Queenstown as high as 20 per cent. None of 
the laws exempt direct heirs. They are usually taxed at 
half the rates which apply to more distant relatives.

The New York Law (1885) imposed a tax of 5 per cent, 
on collateral inheritances, classing brothers and sisters with 
the exempt relatives. This was supplemented in 1S91 by a 
tax of 1 per cent, on direct inheritances of personal property 
of the value of $10,000 or more. In 1892 a bill to extend 
the direct inheritance tax to real estate was favorably re
ported, but failed to become a law. In 1893 the State 
Comptroller and the joint committee on taxation urged the 
application of the progressive rates to the direct inheritance 
tax, but success didn’t attend their efforts. The relatives 
who were formerly exempt, but who now pay one per cent, 
on personal estates of the value of $10,000 are the decedent’s 
father, mother, husband or wife, children and lineal descend
ants, brothers and sisters, daughters-in-law, sons-in-law and 
adopted children and any person to whom the decedent for 
not less than ten years prior to the transfer stood in the 
mutually acknowledged relation of parent. All other per
sons pay five per cent, if the estate amounts to $500 or more. 
Bishops, ail religious and charitable societies, educational and 
scientific corporations are exempt.

V here the tax is paid within six months of the decedent’s
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death, a discount of five per cent, is allowed. When it is 
not paid within eighteen months interest is charged at the 
rate of ten per cent, from time of decedent’s death, except 
when there is an unavoidable delay in determining the tax, 
in which case the tax is six per cent, until the cause of delay 
is removed.

The tax is paid to the county treasurer, who is allowed a 
commission for receiving and accounting, five per cent, on 
first $50,000, three per cent, on next and one per cent, on 
all additional.

Dr. West of Columbia College, in his able work says : —
The inheritance tax seems to be pre-eminently an institution of 

democracy. I t  is found in nearly every civilized country on the 
globe ; but it is only in the most democratic countries Great Britain, 
France, Switzerland, Canada, the Australian colonies, that it 
reaches its fullest development with high and progressive rates 
and becomes an important source of revenue.

The United States seems thus far, to be an exception to this 
rule ; but the increasing popularity of this mode of taxation and its 
rapid extension from state to state indicate that at no very distant 
day, it may be well-nigh universal in America.

The inheritance tax in general may be regarded as a limitation 
of inheritance, especially between collateral relatives ; but, it may 
also be sufficiently justified from the standpoint of pure finance. 
I t  accords as well as any other one tax with the principle of abilityr 
and it serves as a useful adjunct to other taxes in bringing about 
justice in the fiscal system as a whole. I t  is thoroughly practi
cable ; it is difficult to evade, and large amounts of revenue are 
obtained from it without any perceptible disturbance of industry. 
No tax is less oppressive; or"paid with less unwillingness.

In common with most personal property exemptionists, 
Dr West urges that the inheritance be substituted for the 
personal property tax. The features of this tax are so good 
“ as a useful adjunct to other taxes in bringing about justice 
in the fiscal system as a whole,” that it is well to have it 
incorporated in the present code, so that the tax now imposed 
on industries may be reduced ; and perhaps this tax may 
yield sufficient to enable the State to help such towns as are 
now complaining that they cannot afford to properly educate 
their children or keep their roads in condition. The Busi-
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ness Men’s Association of Boston, in urging a two and one- 
half per cent, direct inheritance tax in 1889, estimated an 
annual revenue of four million dollars. The founders of this 
Republic strove to abolish all hereditary distinctions and 
privileges so that there might be an equality of opportunity 
in the battle of life, and that each one rely on his own exer
tions and character for success. The thoughtful observer of 
to-day finds cause for grave apprehension for the future of 
the Republic because of the great concentration of wealth in 
in the hands of a few thousand families. This aggregation 
of abnormally large fortunes is a menace to the political 
power of the State, and there is a growing sentiment that this 
dangerous tendency can best be checked by a graduated 
inheritance tax.

Massachusetts should take the lead of her sister States in 
the moderate application of this much commended and 
statesmanlike system.

Exemption from Taxation of Shares of Stock in 
F oreign Corporations.

This branch of the law of taxation is one that has excited 
great interest affecting directly, as it does, so large a class of 
property owners in this Commonwealth.

In the consideration of this phase of the tax question we 
must recur again to the general and well-acknowledged prin
ciple of taxation.

Taxation, in theory, is the bearing by every citizen of his 
proportionate share of the public burden.

Another general and well-settled principle of taxation is 
that personal property must be taxed where the owner has 
his residence. It has been well settled by the Supreme 
Court of this Commonwealth that the situs of personal prop
erty is fixed by the domicil of the owner, and it passes to 
his executor or administrator, and to his assignee in insol
vency. This then is the theory and the practice of the law 
in this Commonwealth, now and heretofore.

The Legislature has been asked to exempt from taxation 
the stock of foreign corporations owned by residents of 
this Commonwealth.
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Before any well-established law, well founded in theory 

and practice, is changed, reasons most conclusive and con
vincing should be advanced.

In support of exemption, the principal theory and main 
argument relied on by its advocates is that it is double taxa
tion to tax the stock of a company which has been once 
taxed in another State.

As we understand the true meaning of double taxation, it 
is to tax the same thing twice in the same hands. The com
pany is an artificial person and as such may be assumed to 
pay a tax. It sells to an investor who resides in this Com
monwealth a share in its stock ; the amount of money in
vested in that share is properly taxable here. If the share 
of stock is exempted from taxation, so much personal prop
erty is lost to taxation, and so far the inequity is done of 
allowing one property owner to escape part of the public 
burden which the law lays upon all according to his pos
sessions.

Again, it seems to us that exemption clearly offers a pre
mium to capital to go out of the State for investment, while 
no man of intelligence will deny that the more capital a 
State has, the more prosperous it is. Every man who invests 
his money in foreign corporations does so for one of two 
reasons : First, either because he expects larger returns from 
the investment after the payment of his home taxes, or be
cause he hopes to conceal his means and so escape taxation. 
If  the first is his reason, then he should have no advantage 
over his neighbor who invests in Massachusetts companies ; 
if the latter, then he is unfairly seeking to shirk his fair 
legal part of the burden, and the law should not be so 
amended as to give aid and comfort to him. The advan
tages derived by a residence in this Commonwealth, the en
joyments of schools, streets, police protection, and all that 
goes to make up the advanced civilization of the day, we 
need not enumerate. They are equally enjoyed by the man 
who invests his money in foreign stocks and seeks exemp
tion from taxation thereon, and by the man whose invest
ments are here and who pays his full quota to the public 
burden.

This exemption would also materially affect the revenues
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of the Commonwealth, in that an enormous amount of Massa
chusetts property would he lost to taxation. To meet the 
public burden the visible property of the Commonwealth 
must bear an increased load of taxation. We are convinced 
that such a result would not be for the interest of the great 
public.

Massachusetts must look to her own. Beyond question 
those of her citizens who invest in foreign stocks must make 
such investment upon the basis of the dividend-paying power 
of such stocks, and the dividend-earning power of any stock, 
it may fairly be presumed, is based in part on the payment 
of a tax. If after the payment of a tax the foreign stock 
can pay such a rate of dividends as to prefer it for invest
ment over home stocks or other investments, we can see no 
reason why the value of such securities should be still fur
ther enhanced by exempting them from taxation. The law 
covering the question seems to be so well settled that it is 
hardly necessary to cite cases, though the decisions are 
many and the reasoning and conclusions clear and convincing. 
We have been privileged to hear at length men of great 
learning, who have made it evident to us that, differ as they 
do in conclusions, they have earnestly and honestly exam
ined both the law and the facts relating to this subject. We 
are of the opinion that the law as it exists in this Common
wealth to-day works no injustice or hardship, but that the 
burden of taxation in theory at least falls where it should. •

Readjustment of tiie Street Railway Corporation
Tax.

The readjustment of the Corporation Tax of Street Rail
ways is a subject which has been before the Legislature of 
this Commonwealth for several years. The Legislature of 
1891 referred to the Rapid Transit Commissioners, by chapter 
107 of the resolves of that year, a bill numbered as House 
Document 524, entitled, An Act relative to taxation on the 
property and franchise of street railway companies. The 
commissioners, after many hearings on the subject, reported 
to the Legislature of 1892 recommending such a change. 
I he committee on Rapid Transit of 1893 reported a bill to



28 RELATING TO TAXATION. [Jan.
the Legislature recommending that a change be made, that 
street railway corporations should pay the taxes on its prop
erty, such as real estate, wires, poles, cars, equipments, ma
chinery, rails, sleepers, and all other property except money, 
to the city or town in which such property is generally and 
mostly used ; also a franchise tax on the corporate franchise 
of every such company. That bill passed the House by a 
'arge majority, but was defeated in the Senate by one vote.

The committee has given hearings to the representatives 
of the street railway companies and all pai’ties interested in 
the subject, and have carefully considered the subject.

Under the present system, street railway companies are 
taxed locally upon the real estate owned by them, and the 
value of such real estate is deducted from the value of the 
stock upon which a corporation or franchise tax is paid by 
the companies. The remainder goes to the State treasury, 
and is then distributed among the several cities and towns 
in the State in proportion to the number of shares owned by 
the residents.

I t  is claimed that the tax, being taken out of the receipts 
from fares, should properly be turned into the treasuries of 
the cities and towns where the money is earned instead of 
other places which have not, by location or otherwise, con
tributed to the receipts from which the taxes are derived. We 
see no reason why the use of the streets — the property 
of- the public— should longer be granted by municipalities, 
without adequate recompense for such location.

A similar result in respect to the taxes paid by gas and 
electric companies is obviated by the practice of taxing locally 
the entire plant, which includes the pipes, wires and poles, 
situated in the Highway, the law provides as regards to such 
companies, that the machinery used for manufacturing pur
poses may be taxed locally, as well as real estate.

The plant of street railway companies located in the public 
streets, not being either real estate or machinery used for 
manufacturing purposes, can not under existing laws be 
reached by the assessors, and in consequence the tax is 
diverted into the State treasury and distributed to other 
cities and towns.
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We are also informed that in many cities and towns the 

street railway companies have been bought by foreign com
panies and under those conditions the whole tax of the street 
railways would be diverted into the State treasury.

We believe in a bill providing for a readjustment of the 
present corporation tax so that it shall be received directly 
by the cities and towns where the street railways are operated, 
and where the expense and disadvantages connected with loca
tion and maintenance are borne, rather than at present dis
tributed throughout the Commonwealth according to the 
ownership of stock.

Amendments Suggested Respecting Railroad and 
Telegraph Companies.

There has been called to our attention an alleged insuffi
ciency in our taxation law respecting railroad companies. 
It seems that when the original Act was passed, fixing the 
rule of apportionment of assessments for this State, in cases 
where the railroad projected beyond the State line, there was 
comparatively a small part of the line of many roads with 
more than a single track. The rule, therefore, that gave to 
Massachusetts the right to levy a tax upon such a part of 
the capital stock as represents the proportionate part of the 
line within the State, in comparison with the entire line, was 
not conspicuously unjust. Since the date of the original 
Acts railroads, particularly those terminating at Boston, 
have increased the number of their tracks in this State to 
accommodate the largely increased local traffic, so that now 
that which in contemplation of the original law is but a 
single line is in fact composed of two or four tracks each 
substantially doing as much business and earning as much 
revenue as a section of line of the same length without the 
State having a single track. To illustrate the proposition a 
mile of line of either of the principal roads leading out of 
Boston into other States having two or more tracks here and 
earning proportionately large revenue, counts in the measure 
of taxation but as much as a mile of line up in the rural dis
tricts of another State where there is but a single track 
which perhaps pays scarcely any profit. We think, there-
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fore, the statute should be changed to accomplish the cor
rection suggested.

The same criticism will also apply to that portion of chap
ter thirteen, section forty of the Public Statutes, respecting 
the taxation of telegraph companies. These companies are 
now taxed in proportion to the length of line within and 
without the State. This State with its dense population and 
large industries furnishes business for many more wires per 
mile of line than many other States and territories. For 
instance, the one hundred miles of line between Boston and 
Springfield, with its poles loaded with wires and earning a 
corresponding large revenue to the company counts in the 
measure of taxation only as much as one hundred miles of 
line in the State of Vermont with but a single wire. We 
make the same recommendation here that we made respect
ing railroads, that is, that the measure be the proportion of 
miles of wire and not line.
Taxation of L and and other P roperty taken for 

W ater- S upply P urposes.
The taxation of land and other property, used in connection 

with a system of water-supply, is receiving very general and 
widespread consideration. The Legislature of 1893 enacted 
a law having for its chief object the taxation of such prop- 
perty, but is not deemed to be of much practical value. It 
reflects, more than anything else, the popular demand for 
legislation of some kind which shall overcome objectionable 
inequalities as they now exist. The health and well-being 
of our people imperatively demands an abundant supply of 
pure water. The rapid growth of many of our cities and 
towns and the impossibility of obtaining an adequate supply 
within their own corporate limits, renders the water-supply 
question a very important, and even serious problem. In 
the search for pure water arbitrary town lines must be 
obliterated and individual rights, in a measure, must needs 
be subverted. Such a practice is unfortunate but hardly to 
be avoided. If large populations, possessing great wealth 
and interests, must prevail, it should be in a spirit of con
siderate magnaminity, for it should ever be remembered that 
minorities — the feebler communities — have rights which
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ought to be regarded. No interference with individual or 
corporate privileges and prerogatives should be permissible 
unless due and proper recompense is made. If one muni
cipality goes into another municipality to secure valuable 
property and rights can it be denied that suitable compensa
tion should be made? And again, would it appear just to 
take hundreds, perhaps thousands, of acres of land in a small 
town and remove it forever from the possibilities of taxation ? 
Such proceedings can hardly be justified. If  property is 
worth anything it ought to be taxed : and if a large, rich 
community is deriving the benefits and the revenues from 
such property should it not be willing to pay a reasonable 
annual tax upon it? I t  is our sincere belief that it would be 
for the best good of the various communities, touched by the 
conditions herein set forth, if this practice already obtained. 
We strongly recommend the enactment of a law which will 
allow the taxation of such property upon the same general 
principles of taxation applicable to the ordinary property 
of individuals.

Change of Time when Taxes shall be Assessed.
It is asserted by those whose experience and observation 

entitle their conclusions to consideration that the present 
provisions of our Statutes relative to the time when taxes 
shall be assessed do not allow sufficient time to the assessor 
in the cities and large towns to make a thorough and efficient 
examination of the property they are required to assess, and 
that by reason of this they are compelled to a large extent 
to rely on the valuation list made in previous years and 
often by former boards of Assessors ; the visitation and ex
amination of each parcel of real estate or stock of goods 
being practically impossible, and by reason of this condition 
of things, a large amount of property does not bear its just 
share of the public burden or wholly escapes taxation.

In the States, of New Hampshire and Vermont taxes are 
assessed on the first day of April, and it is claimed that 
during the month of April many horses and cattle are driven 
into these States for pasturage, from adjoining towns in 
Massachusetts, and not being in either of these States on 
the first day of April, or in Massachusetts on the
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first day of May, they escape taxation, and if April first be 
made the time when taxes shall be assessed in Massachusetts, 
these horses and cattle, as well as all others in this State, 
would at that time be found in the barns of the owners, it 
being impracticable in the average year to turn them to 
pasture before that date.

It is urged that in a great majority of the towns in the 
Commonwealth the Assessors are farmers and that on the 
first day of May their farms need their personal attention, 
and by reason of this it is sometimes difficult to obtain the 
services on the Board of Assessors of the most suitable men 
in the towns; but should the date be changed to April first, 
a large part of the work of the Assessor could be performed 
before the Spring planting, thus removing the reluctance of 
desirable men to serve on Boards of Assessors.

The only objection to the change from May to April which 
has come to the knowledge of the Committee is that on the 
first of April roads and weather are liable to be bad, making 
travelling in the hill towns disagreeable, and changes in the 
laws necessitate explanation by the Assessors to those 
whom they assess.

The Association of the Assessors of Taxes, an organization 
composed of the Assessors of Taxes in the cities and towns 
in this Commonwealth, have, at a recent meeting, voted to 
instruct its Legislative Committee to use their best endeavors 
to secure a change of time when taxes shall be assessed from 
the first day of May to the first day of April.

As this subject has been before the Association for a con
siderable length of time, and discussion has been had upon 
it at several meetings of the Association, it seems to be 
reasonable and safe to conclude that this Association, on 
whose members rest the burden and responsibility of assess
ing reasonable and proportional taxes throughout the Com
monwealth, are conversant with all the facts relative to the 
subject and that it is thoroughly convinced that the change 
asked for will, if granted, prove beneficial to the people of 
our State.

The Committee therefore recommend that such legislation 
be had as shall make April first the time when taxes shall be 
assessed in this Commonwealth.
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The Taxation of Income derived from Property 
subject to Taxation.

This phase of our system of taxation is exciting a consider
able degree of interest and discussion, and is, in our judg
ment, worthy of public notice. The opponents of this 
particular form of taxation not only regard it as one of im
propriety but even of injustice. Their views upon this 
question have been very ably set forth before the committee 
by gentlemen well versed in matters pertaining to taxation. 
We have endeavored to take an impartial survey of the sub
ject, with the hope of arriving at just conclusions. We find 
that it has been the policy of the Commonwealth, from the 
earliest history of the State, even from colonial times, down 
to the present day, to tax incomes, and the constitutionality 
of the law has been affirmed by the Supreme Court of this 
Commonwealth. It is contended that the taxation of income 
derived from property subject to taxation is double taxation 
and should, therefore, be abolished. The right to tax the 
property itself is not questioned or denied. So far there is 
no disagreement. The real point at issue, as we understand 
it, is that relating to the real significance of the term income. 
If income was a mere off-shoot or natural product of property 
already taxed, the taxation of such income, might, indeed, 
be double taxation. But no reasoning has been adduced 
tending to make such a proposition entirely clear. To 
obtain an income, whether based upon professional ability, 
business capacity or mechanical skill, requires the use 
and application of ability, shrewdness, talent and adroit
ness. These qualities and forces combined fix and determine 
the faculty of the individual, and it is this faculty , or actual 
ability, which we tax. As an individual’s money and 
property accumulates, his capacity and opportunity for the 
accumulation of more is in proportion to what he already 
possesses. Many men [not all by any means] of wealth are 
striving in various ways to escape the payment of a just tax 
upon their property. Every expedient is used for the 
accomplishment of this object, and a great deal of restless
ness and discontent prevails among our people, especially 
among those of moderate means, because of such persistent
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efforts. The taxation of incomes in England, Germany 
and France is not only popular but, by reason of the social 
and economical conditions there existing, practically neces
sary. The condition of the people is such in those countries 
that any attempt to abolish this form of taxation would 
probably result in a revolution. It would be wise, in our
judgment, to ponder well the various propositions to exempt 
property from taxation before we commit ourselves to a 
policy which might eventually bring forth injurious results.

It is one of the fundamental principles of our system of 
taxation that people ought to contribute to the support of 
the government in proportion to their respective abilities; 
and we strongly urge the propriety and justice of taxing the 
ability or faculty whatever its basic character may be. 
Moreover, the faculty possessed b}r an individual is rendered 
especially valuable by the protection afforded by the State, 
and to allow such individual to escape from his just obliga
tions would be in entire opposition to the practice long in 
force in this Commonwealth. We are, therefore, unwilling, 
in consideration of these facts, to recommend the abandon
ment of a principle so long adhered to by our ancestors and 
so generally subscribed to, as wm believe, by the present 
generation.

The Single Tax Theory.
The platform adopted by the National .Conference of the 

Single Tax League of the United States, Sept. 3, 1890, 
contains the following : —

We assert as our fundamental principle that all men are created 
equal. Therefore, no one should be permitted to hold natural 
opportunities without a fair return to all for any special privilege 
thus accorded to him, and that value which the growth and improve
ment of the community attach to land should be taken for the use 
of the community. We hold that each man is entitled to all that 
his labor produces. Therefore no tax should be levied on the prod
ucts of labor. We are in favor of raising all public revenues for 
national, State, county and municipal purposes by a single tax on 
land values, irrespective of improvements, a direct assessment 
being made by the General Government upon the States and paid 
by them from the revenues collected in this manner. The single 
tax we propose is not a tax on land, but on the value of land.
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Thus it would fall only on valuable land. I t  would thus be a tax 
not on the use and improvement of land, but on the ownership of 
land, taking what would otherwise go to the owner as owner and 
not as user. Thus the man who on a city lot erected a valuable 
building would be taxed no more than the man who held a similar 
lot vacant. The single tax, in short, would compel men to pay 
just as much for holding land idle as for putting it to its fullest 
use. The “ unearned increment” occasioned by the rise in the 
value of land from its proximity to populous centres would thus 
benefit the community rather than the landlord. I t  would thus 
solve the labor problem, do away with involuntary poverty, raise 
wages in all occupations to the full earnings of labor, and cause 
such an enormous production and such an equitable distribution of 
wealth as would give to all comfort, leisure and participation in 
the advantages of an advancing civilization.

This platform, which receives the support of active agi
tators in every State of the union, is the legitimate offspring 
of the teachings of Henry George as enunciated in his book, 
“ Progress and Poverty,” and also in “ The Standard,” a 
paper of which he was for some years the editor. His 
specifically defined theory is, that “ the only way in which, 
with anything like a high development, land can readily be 
retained as common property” is “ to abolish all taxation 
save upon land values, irrespective of improvement.” These 
ideas have in the main received the support of such eminent 
English political economists as John Stuart Mill and Herbert 
Spencer, though the latter has modified his views somewhat 
within the last few years.

In our own State the Single Tax League, a branch of the 
National League, is an active and aggressive organization, 
whose case was presented at the three hearings accorded 
them by earnest and intelligent people, whose opinions, 
from their evident desire for the public weal, are entitled to 
a careful consideration by your committee.

The single-taxers, in asking that their desired ultimatum 
be brought about gradually by one class after another of 
personal property becoming exempt, receive the cordial 
support and encouragement of a wealthy class of per
sonal-property holders, some of whom demand that all per
sonal property be exempt from taxation, and others the
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intangible portion only, leaving real estate, the stock and 
trade of the merchant and manufacturers, the live stock of 
the farmer and the shares of stock in home corporations and 
national banks to bear the full burden of taxation.

These theories are all in violation of the fundamental prin
ciple of our State as enunciated within fourteen years after 
the landing at Plymouth, while the oppressive land taxes of 
the mother country were fresh in the minds of the colonists, 
who, through their General Court, ordered “  that in all rates 
and charges, the towns shall have respect to levy every man 
according to his estate, and with consideration of all other 
his abilities whatsoever, and not according to the number of 
his persons.” This principle of republican taxation has been 
continued to the present time, and the prosperity of our 
Commonwealth is largely due to its benign influence, under 
which she has become the richest State, according to popula
tion, of any in the Union save three of the new mining 
States. Hence, any proposed deviation, however slight, 
should be carefully scrutinized. It is a law as old as civili
zation that if the cost of any product is increased, its con
sumption is reduced, and if the taxation on any class of 
property is permanently raised, its value is correspondingly 
lessened.

Hon. Henry Winn, formerly a State senator, who has 
made taxation a life study, estimates that the exemption of 
the personal property in the State from taxation would lessen 
the value of our real estate to the amount of $110,000,000, 
and raise the average rate of taxation from $15.30 to up
wards of $27.50 per thousand ; while Thomas Hill, for nearly 
twenty-five years chairman of the board of assessors of the 
city of Boston, by a different source of reasoning, has ar
rived at the conclusion that the rate in his city, which for 
the last number of years has averaged $13, would be in
creased to $25 per thousand, the effect thus being to nearly 
double the rate of taxation by the exemption of property 
representing less than one-fourth of the valuation.

Space will permit us to show results in but one of a num
ber of States which could be cited in support of these asser
tions. Pennsylvania has legislated more in the interest of 
personal property than any other State, and as a result the
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gain in the assessed value of real estate in the ten years pre
ceding 1890 had been but 32 per cent., while that of Massa
chusetts in the same time was 44 percent., and the real estate 
of Philadelphia has a valuation of less than one-half as much 
per capita as that of Boston, though the single-taxers main
tain that in Boston land is assessed for far less than its real 
value. Nor would it seem that the manufacturers of Phila
delphia have been benefited by being largely exempt from 
taxation, for from 1880 to 1890 the per cent, in gain in pop
ulation of Philadelphia and Boston was the same, and while 
the former had increased its production 24|- per cent, and 
the material used 86 per cent, more than Boston manufactur
ing establishments, the latter had increased its employees in 
such establishments 47^ per cent., the wages paid 13| per 
cent., and the capital employed 55^ per cent, more than had 
Philadelphia, notwithstanding the advantages of the latter 
in the inexhaustible supplies of coal and iron at her very 
doors and a tariff particularly favorable to her interests. 
To quote from the testimony given before the committee : — 
“ Most of us can remember when the farmers were pros
perous. Land was then cheap.” Here they labor under 
mistaken premises. Improved productive farm land in 
Massachusetts was never cheaper than now, as is shown by 
the fact that in more than oue hundred towns the land is 
assessed at less than five years ago, and this period is only 
the continuation of a much longer depression. There are 
now few agricultural towns in the State in which farms can
not be bought at a price less than the cost of their improve
ments, and these farms could be leased at a price that would 
pay a surprisingly low rate of interest on the cost of the 
improvements. Thus all might become farmers who choose.

Notwithstanding competition with the West, agriculture 
might be as remunerative to-day as fifty years ago were the 
farmers’ families subjected to the same rigid economy prac
tised then ; but fortunately social conditions, brought into 
existence largely by the increased wages which must be paid 
labor through the phenomenal prosperity of other industries, 
do not admit of this. Fifty years ago the laborer in any 
occupation was content to follow in the footsteps of his father, 
and the height of his ambition was that his son might bo
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reared in a way that would fit him to successfully pursue the 
same employment. Now all this is changed. Shorter hours 
of labor and far greater compensation have brought to the 
humblest home necessities, and even luxuries, such as our 
fathers never dreamed of.

But with these have come a higher education, through 
schools, the press and public libraries, all of which have been 
greatly improved, together with a more general intercourse 
with each other, which have made parents ambitious that their 
children should occupy a higher plane in life than they have 
filled, that they might be fitted by acquirements as well as by 
nature to compete with their wealthier neighbors for the high
est positions which a prosperous community offers. But these 
aspirations and social requirements of the present generation 
are in some instances beyond the ability of the wage-earner 
to gratify. Hence a discontent has been engendered, which 
is aggravated by the general belief that the rich are not 
bearing their just proportion o f the constantly increasing 
expense o f local government. But we fail to see how these 
conditions could be improved by a “  single land tax,” for 
only stern necessity would compel those to endure the heat 
of the summer’s sun, and the blast of winter’s wind who 
prefer indoor employment. Even Henry George admitted 
a few years ago * that if his scheme were at once put into 
operation it would cause the savings banks and life insurance 
companies to fail, and that in an agricultural community it 
might be difficult to raise the money thought to be needed 
for municipal wants. But as such a people could only have 
what the plan would furnish, they must economize and bring 
their wants within their means. This means, among other 
things, poorer schools and libraries, and therefore a more 
limited education for the young, and a less tender care of 
the aged and helpless who are cared for in our charitable 
institutions.

Capital, which is ever cautious, would not be invested, 
except at an exorbitant rate of interest, in buildings erected 
on so precarious a foundation as that by which, with every 
increase in the value of the land, there must be a corre-

* In  a n  a d d r e s s  to  th e  w o rk in g m e n  o f B o s to n  d e liv e re d  F e b . 22, 1889.
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sponding decrease in the value of the structure. This must 
prove of great disadvantage to the tenant class.

The amount raised for State, county and municipal pur
poses in 1892 was $41,930,000, without including the net 
increase of city and town debt, which amounted to nearly 
three and one-half millions more. But this sum is more 
than $12,000,000 in excess of the average annual increase of 
the value of land for the last five years, including all improve
ments except buildings. Adding $25,000,000 as the value 
of land occupied by railroads, on which a franchise tax is 
collected, which is certainly very liberal to the assessed 
land valuation, and we have $900,000,000 as the total land 
value of the State. This includes a vast amount in improve
ments, which, according to the ideas of the “  single-taxers,” 
should be exempt. But we will give them the full benefit of 
this. Then the average rate of taxation throughout the 
State would be $46.50 on the $1,000. To show how this 
would fall in different sections on land alone, we have 
selected one city or town from each county, generally a 
prosperous one, and to the amount raised for county and 
municipal purposes added their share of the entire expense 
of the State, together with what they received from the 
State on account of corporations, banks and vessels  ̂engaged 
in the foreign carrying trade, and find that the rate of taxa
tion on the $1,000 would be as follows : —
Provincetown, . $122 Ware, . . ?77Adams, 78 Hudson, 102New Bedford, . 103 Nantucket, . 66Cottage City, 68 Medway, 60Merrimac, . 83 Rockland, 99Montague, . 68 Chelsea, . . 56Monson, 87 Gardner, . 117

Iheir contention is that all national taxes should also be 
raised in the same manner, and as these are considerably in 
excess of all other taxes in the country, the increase can be 
estimated. But as our province is to deal with our State 
alone, we make no comment. The relative showiim of many 
of the farming towns would apparently be better, but when 
we reflect that their land value is mainly confined to improve-
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ments, and that the houses in a large proportion of them are 
decreasing in number, we can see there is little value in 
building lots. The suggestion of a number of those who 
appeared before your committee “ that the poor towns re
ceive aid from the more prosperous ” is pertinent, as is also 
the question, in view of the facts presented, From whence 
is the aid to come? Certainly not from any municipality 
where the rate would be in excess of $40 per $1,000.

D iscount on Tax-Bills.
We find it to be the practice of some cities and towns to 

make a certain per cent, discount on tax bills, if payment is 
made promptly or within a limited period of time. This 
custom is undoubtedly based upon the assumption that if an 
inducement, in connection with tax payments, is held out to 
the citizen he will be stimulated to discharge his financial 
obligations to the municipality with promptitude and without 
effort on the part of the collector. Any legitimate method 
which would facilitate the collection of money due a city or 
town [might properly meet with commendation. But any 
system which lightens the burdens of the more prosperous 
and fortunate citizens and as a result places an additional 
burden upon those who feel that they are already consider
ably embarrassed and oppressed, is one which we cannot 
approve. Cumulative evidence of the evils of this practice 
has been submitted to the Committee, and, after due con
sideration, we are of the opinion that the complaint is well 
grounded. We therefore recommend that the law be so 
amended as to prohibit any reduction whatsoever on tax- 
bills paid within a limited period of time.

P roposed Taxation of Certain Property Belonging 
to the Commonwealth and to Municipalities.

The property which we allude to embraces, more particu
larly, the benevolent, charitable and educational institutions 
of the State. We deem it proper to direct public attention 
to the existence of vast amounts of property situated in vari
ous cities and towns, held either by the Commonwealth or 
by a municipality. We apprehend that the general public
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is not fully conscious of the extent and volume of such prop
erty and we therefore desire to make some reference to it, in 
connection with the question of taxation. We will not un
dertake to specify and locate all of the institutions referred 
to but rather to call to public notice the fact that they exist 
in large numbers throughout the Commonwealth. They 
have ever been the pride and boast of our people — substan
tial evidences of the generous magnanimity of the men and 
women of Massachusetts, and the wisdom and foresight of 
the State. We would not, in any way, hinder or embarrass 
the great work carried on under their auspices nor retard 
their growth and development when based upon public neces
sities. It is undoubtedly true, however, that their estab
lishment in many municipalities produces a certain quality 
of injustice upon local rights and interests which, as some 
contend, ought to be removed. Why, it is argued, should 
the State, or any association of individuals, enter a city or 
town, appropriate to its use hundreds of acres of land with 
its varied possibilities and advantages, and remove the same 
forever from the possibilities of taxation? Although estab
lished for the benefit of the people of the whole State, it is 
asked with some force and reason, if it is fair or just to com
pel the people of a distinct, separate community to contribute 
more than their proportionate part towards the support and 
maintenance of any institution located therein? It may be 
said, and with truth, that the establishment of an institution 
in a municipality may be of some material advantage and im
portance to it, but it can hardly be claimed that there would 
be, as a consequence, any substantial increase of wealth. 
On the other hand the founding of certain kinds of institutions 
might be of positive detriment to a community. Whatever 
is ordained and created by the State for the best good of the 
people should be so wise and comprehensive as to permit of 
a full and universal dissemination ofits benefits and its bless
ings. And whatever burdens and obligations there may 
be formed, as a result thereof, should be borne equally by 
her citizens, according to their honest, actual ability. Based 
upon these deductions has come the suggestion that the 
city or town, in which the property alluded to is located, be 
authorized and empowered to assess the same (except-
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ing buildings) to the State. The money required to 
pay this tax must necessarily issue from the treasury 
of the Commonwealth and is, therefore, the product of 
the State-tax levy. And inasmuch as the State tax is 
collected from cities and towns according to the valu
ation of each ; and since the creation and maintenance of 
certain institutions must be regarded as a proper, fixed 
charge upon the State it is maintained, not without reason, 
that the proposition to call upon every community to meet 
its reasonable share of the public burdens is fair and just. 
We believe that there is a principle involved in the argument 
herewith presented, and we trust that it will receive the 
careful consideration of all thoughtful citizens.
Compulsory Return of P roperty to A ssessors with a 

Suitable F orm.
One of the most difficult and at the same time one of the 

most important duties resting upon the assessor is that relat
ing to the location, ownership and value of property. In 
the performance of the task here outlined he has a most 
excellent opportunity for the exhibition of his talents and the 
display of his intrepidity. He is called upon by the laws 
of the Commonwealth to ascertain certain facts and arrive 
at satisfactory conclusions, practically unaided. A vast 
amount of evidence has been submitted to the committee 
pertaining to the assessment of property, with respect, more 
particularly, to the difficulties and obstacles connected there
with. Our own experience, re-enforced by the wide experi
ence of others, convinces us that the assessor is not receiving 
the legal, and possibly not the moral, support which by right 
he should have. The Public Statutes declare that before the 
assessors proceed to make an assessment they shall give 
seasonable notice thereof to the inhabitants of their respec
tive places. Such notice shall require the inhabitants to 
bring in to the assessors true lists of all their polls and 
personal estates not exempted from taxation. The assess
ors may or may not, in their discretion, require a list of 
real estate. The assessors shall in all cases require a per
son bringing in a list to make oath that the same is true. 
Now, it would seem to the ordinary observer, that these
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requirements of the Statutes were ample and all-sufficient 
and that they were so reasonable as to stimulate the tax-payer 
to come forward at once with a full and complete list of his 
entire property. From a theoretical standpoint such conclu
sions seem natural and well grounded, but the practical results 
are quite different. It is, in fact, generally known and ad
mitted that the present law, so-far as relates to the subject 
now under consideration, is absolutely inoperative, and even 
impotent, because property-holders do not obey the law. 
The reasons why the law should be so generally disregarded 
are not, perhaps, necessary to rehearse. It might, however, 
be pertinent to suggest that there is one reason alone sufficient 
to cause indifference and disobedience and that is the absence 
of any penalty. In our judgment the principle involved is 
either right or wrong. If  it is right it should be made prac
ticable and effective. If  wrong, it should be abandoned 
altogether. The problem before us is, indeed, a great and 
important one. It is in that light that we have regarded it, 
and wre have striven to take a broad survey of the entire sub
ject of taxation before committing ourselves to any special 
method or system. While recognizing the fact that some 
dissatisfaction and discontent exists respecting certain feat
ures of the tax laws of Massachusetts, it is, we believe, univer
sally admitted that they are, as a whole, equal to if not 
superior to those of any other State in the Union. Ac
knowledging, then, as every one must, that property should 
be taxed, the real, practical question is, “  How shall this be 
accomplished?” To this question there is but one honest 
answer and that is, according to its volume, extent and value. 
These premises being true we think it relevant to inquire 
who has, or who can have, so full and accurate a knowledge 
of such property as the possessor of the same? Who is 
better able to reveal the entire amount than the actual 
owner? At the present time it is the duty of the assessor 
to ascertain these facts, unaided, as best he can. He is 
groping in the dark, feeling here and there, searching hither 
and yon for facts and information. His conclusions, in many 
instances, rest upon mere guesswork and the results of his 
efforts are uncertain and unsatisfactory. He has, therefore, 
but one recourse, and that is doomage. This is a remedy



44 RELATING TO TAXATION. [Jan.
of some value, undoubtedly, but in its practical operation 
far from satisfactory. If the assessor is very cautious and 
conservative, fixes the value of an estate far below its actual 
worth, the holder thereof may possibly submit to the pay
ment of a tax upon such valuation ; but should the assessor 
by accident determine the value at one dollar above its real 
value the property-holder would make immediate and forceful 
objection and complaint. The doomage law is only an ex
pedient, better, perhaps, than nothing, but not in real har
mony with a wise and judicious system of taxation. In our 
opinion the law requiring the payment of a tax upon prop
erty fairly and honestly assessed is just and equitable, and 
that the same elements of equity and justice would prevail 
if existing laws were so amended as to compel a disclosure 
of all property whatsoever subject to taxation. No method 
suggests itself to us as being so applicable and feasible as 
one embracing a penalty for non-compliance. If all the 
inhabitants of the State were required by law, with a 
reasonably severe penalty attached, to bring in true lists of 
their property and make oath to the same, we believe that 
most excellent results would follow. It is hoped that the 
recommendations of the committee may meet with favor, 
and that legislative action may be had thereon, to the end 
that they may be incorporated into our laws on taxation. 
In this connection we desire to state that no legislation 
would be effective without the adoption of a comprehensive 
form suitable for general use throughout the Commonwealth. 
Taking this view of the matter, we have prepared one, in the 
shape of a bill, which is herewith appended.

CHARLES F. I5ROWN o f  R e a d in gJOSEPH F BARTLETT o f  M o n tag u e.JOHN F. FITZGERALD o f  B o s to n .MALCOLM E. RIDEOUT o f  C a m b r id g e .JAMES II. MELLEN o f  W o rces ter .GEORGE H. GARFIELD o f  B ro ck to n .EDGAR S. DODGE o f  N a t ic k .ISAAC ROSNOSKY o f  B osto n .FRANCIS W. DARLING o f  H y d e  P a r k .HOBART RAYMOND o f  W e s tm in s te r .JAMES STUART MURPHY o f  L o w e ll.
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Mr. Brown dissents from the report of the majority so 

far as relates to the taxation of incomes derived from 
property subject to a tax.

Messrs. Brown and Rosnosky dissent from the report of 
the majority insomuch as relates to the taxation of shares of 
stock in foreign corporations.

Messrs. Rideout and Rosnosky dissent from the report 
of the majority so far as relates to the taxation of municipal 
bonds and the proposed taxation of mortgage notes on 
real estate.

Mr. Raymond dissents from the report of the majority 
respecting the taxation of church property. He would have 
the land alone, held by religious societies, taxed as other 
property is now taxed.



vCommonujcaltl) of iH assadjusctts.
In the Year One Thousand Eight Hundred and Ninety-four.

AN ACT
To establish Uniform Forms for the Return of Property for

Taxation.
Be it enacted by the Senate and House o f Representatives 

in General Court assembled, and by the authority o f the 
same, as follows:
1 Section 1. Lists for the return of property for taxa-
2 tion shall be arranged in such manner that the statement
3 of the person to be assessed shall include a declaration
4 under oath of all assessable property held by such per-
5 son in accordance with the following form and instruc-
6 tions, to w it: —
7 To the assessors of the of
8 Schedule of all the polls and property for which I,
9 of was taxable in said

10 on the tirst day of May of the current year.
11 (1.) Poll,
12 (2.) Real estate,
13 [Here give a brief description of each parcel of real
14 estate, provided the assessors in their notice under Pub-
15 lie Statutes, chapter eleven, section thirty-eight, require
16 a return of real estate.]

Instructions as to P ersonal Estate.
17 (3.) Personal estate subject to taxation embraces the
18 following: —
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19 (a) Mortgages on real estate where the whole value
20 of the estate is less than the face of the mortgage-note;
21 the excess of the value of the note above the value of
22 the real estate is taxable.
23 (b) Mortgages on church property or upon real estate
24 of literary, benevolent, charitable and scientific corpora-
25 tions, or upon any property exempt from taxation under
26 section five of chapter eleven of the Public Statutes.
27 (c) Western mortgages, and mortgages upon any real
28 estate situated without the Commonwealth.
29 (d) Mortgages upon personal estate.
30 (e) Money at interest, not secured by mortgage, but
31 not including deposits in any savings bank chartered by
32 the Commonwealth of Massachusetts.
33 (f ) Money deposited in any savings bank out of the
34 Commonwealth.
35 (g) Deposits in national banks and trust companies
36 (other than in the trust departments thereof) which can-
37 not be withdrawn except upon notice exceeding ten days.
38 (h) Bonds of private corporations and scrip of in-
39 surance and other companies, held or pledged as colla-
40 teral, at their fair cash value.
41 (i ) Debts due from persons, copartnerships and cor-
42 porations not included above.
43 (From the above items of personal property there
44 may be deducted debts legally due by the tax-payer on
45 May first; but no debt is to be deducted which is secured
46 by mortgage of real estate situated in the Commonwealth,
47 nor any debt or liability as member of a firm, nor any
48 contingent liability which the tax-payer has assumed or
49 become liable for as maker, — for the accommodation of
50 any person, company or corporation,— of negotiable
51 paper, or as acceptor or endorser thereof, or as bail or
52 surety.)
53 (y) Cash on hand on May first, including checks and
54 drafts payable on that day.
55 (k ) Deposits in trust companies and national banks
56 which can be withdrawn on demand or upon notice not
57 exceeding ten days. The amount returned as cash on
58 hand or as deposits is not to be reduced by any debts or
59 liabilities of the tax-payer.



48 RELATING TO TAXATION. [Jan.
60 (l) Goods, wares and merchandise or any other stock
61 in trade, either within or without the Commonwealth, at
62 the fair cash value thereof without deduction for any
63 debts due for the same or any liabilities whatever.
64 (m) Machinery and implements of trade or business,
65 including store and office furniture, at the fair cash value
66 thereof, without deductions for any debts or liabilities of
67 the tax-payer.
68 (n) Tools of a mechanic exceeding three hundred
69 dollars in value.
70 (o) Income from profession, trade or employment,
71 including all income (except two thousand dollars, ex-
72 empt by law) which has been derived from the same
73 during the twelve months next preceding the first day of
74 May. This amount is not to be offset by household
75 expenses, by investment nor by any item whatever, ex-
76 cept the two thousand dollars exempt by law.
77 (p) Income from ships and vessels engaged in the
78 foreign carrying trade, returned under section nine of
79 chapter eleven of the Public Statutes; and also income
80 from annuities.
81 (g) Vessels and parts of vessels with their stores and
82 appurtenances at their fair cash value, excepting only
83 those actually engaged in the foreign carrying trade with-
84 in the meaning of sections eight and nine of chapter
85 eleven of the Public Statutes, and which have been re-
86 turned for tax under said section nine; amount not to
87 be offset by omitting the fair value of any vessel or part
88 thereof sailing under any foreign flag, but controlled or
89 run in whole or in part for the benefit of the tax-payer.
90 ( r )  Mules, horses and vehicles of every description,
91 and neat cattle not less than one year old, and swine
92 and sheep not less than six months old.
93 ( s ) Household furniture exceeding one thousand dol-
94 lars in value, including library, pictures, statuary, etc.
95 ( ( )  Shares in all incorporated companies, except na-
96 tional banks wherever located, chartered by or organ-
97 ized under the laws of any state or nation other than
98 the Commonwealth of Massachusetts. This class of
99 property is not to be decreased by the temporary trans-



1894.] SENATE — No. 9. 49
100 fer of the shares of any corporation, but is to be a full
101 return of all shares, including those pledged as collateral,
102 owned or held by the tax-payer, without deduction ox-
103 offset.
104 ( m) Public securities including the bonds of all
105 nations (except the United States), and of all states,
106 countries, cities or towns; also bonds of all railroads,
107 including street railways and those pledged as col-
108 lateral. No part of this description of property is to be
109 classed as money at intex-est or debts due; nor is the
110 value to be decreased by any liabilities or offset in any
111 way w hatever.
112 ( v )  All other personal property which has not been
113 specifically exempted by law from taxation.
114 [Here state in detail the items of taxable personal
115 property, in accordance with the foregoing instructions.]
116 The fox-egoing schedule comprises all of the [ “ Real
117 Estate” if required by the assessors to be returned,
118 “ and”] personal pi-operty of every kind and descrip-
119 tion either within or without the Commonwealth owned
120 or held by me on the first day of May of the cxxrrent
121 year subject to taxation by the assessox-s of the
122 of under the laws of the Commonwealth of
123 Massachusetts according to the instx-uctions hereinbe-
124 fore given ; and the several items thereof have been
125 computed in the lawful money of the United States,
126 and all the statements in connection therewith are full,
127 true and correct according to my best knowledge and
128 belief.
129 ss. 18 . Subscribed and sworn to
130 Before me, , One of the assessox-s of

1 Sect. 2. The assessors of each city and town shall
2 furnish blanks for lists of assessable property to any
3 pei-son taxable therein, which shall include all the decla-
4 rations and instructions herein required ; said lists shall
5 be made by the person to be assessed, and filed with
6 the assessors at such times as may be required by law.
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REPORT OF THE MINORITY
Relative to the Taxation of Incomes derived from 

P eopektv subject to a Tax.
I  cannot agree with the views of the majority of the com

mittee in regard to one form of taxation complained of, 
viz., the taxation of incomes exceeding $2,000 derived from 
a merchant’s stock in trade.

The language of the statute seems to be expressly designed 
to forbid such taxation. It is as follows : —

[Public Statutes, Chapter 11, Section 4.]
Personal estate shall, for the purposes of taxation include so 

much of the income from a profession, trade or employment as 
exceeds the sum of two thousand dollars a year and which has ac
crued to any person during the year ending on the first day of May 
of the year in which the tax is assessed, b u t  n o  in c o m e  s h a ll  be 
t a x e d  w h ic h  i s  d e r i v e d  f r o m  p r o p e r t y  s u b je c t  to  t a x a t i o n .

Nevertheless it is the practice of assessors throughout the 
Commonwealth to assess the incomes of merchants and 
tradesmen, although the stock in trade of such merchants, 
without which they could derive no income, is also subject 
to taxation. The assessors’ action in this respect is justified 
by a decision of the Supreme Court in the case of Wilcox v. 
County Commissioners of Middlesex, reported in 103 Mass., 
544 (1870).

This decision states, in effect, that the business man’s in
come is the “ creation of capital, industry and skill,” and 
that because industry and skill have contributed to utilize 
the capital and so create the income, therefore, the taxation 
of the income in addition to the taxation of the capital is 
allowed and justified by the laws of the State.

The Boston Associated Board of Trade has protested 
against this interpretation of the law for many years, and 
one hearing of the committee was devoted to an exposition 
of the injustice complained of by the chairman of the Board’s 
Committee on Taxation, Mr. Jonathan A. Lane.
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Mr. Lane’s contention is that the taxation of the income 

and the capital or stock in trade also is double taxation, 
unfair and unequal.

The income of a member of any of the so-called learned 
professions may equal or exceed that of the business man, 
yet the professional man is not taxed upon the value of the 
education, which may be considered as his “ stock in trade” 
which enables him to earn his income.

Subsequent to the decisions of the court quoted above, it 
was the practice of the assessors of Boston to deduct from 
the business man’s income to be taxed the amount of six 
per cent, on the capital invested, on the theory that only 
that part of the income due to industry and skill should be 
taxed, and in support of this action they obtained the opin
ion of Hon. J . B. Richardson, then corporation counsel of 
Boston.

In this opinion the learned counsel says in effect that there 
is no reason why the assessors should not deduct from the 
taxable income any amount which in the assessors’ judgment 
is attributable to the capital invested if considered separately 
from the skill and ability, and the committee is informed 
that the Assessors of Boston “ changed their practice in 
conformity with this opinion.”

It seems to us that such a practice opens a wide door for 
inequality and injustice. It is common knowledge that the 
business man’s returns are precarious and liable to enormous 
fluctuations. In one year a fortunate business man might 
make profits of fifty o ra  hundred per cent, on his capital in
vested, while in the next year, with precisely the same skill, 
ability and industry, he might make nothing.

Without the capital, the skill and ability are worthless for 
the production of income, and without the skill and ability 
to manage it the capital invested in trade can earn nothing.

The two elements cannot be separated without a great 
degree of uncertainty, which implies injustice and is an 
untortunate and demoralizing condition of any system of 
taxation.

In considering the whole question of income taxes the late 
Special Tax Commission of Maine arrived at a conclusion 
which they express in these words :
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To tax capital, property, lands and also the income arising 

from their employment is intolerable as doable taxation.”
This seems to he exactly what Massachusetts is doing.
The stock in trade or capital invested on each recurring 

first of May is a comparatively fixed and certain quantity, 
and if fairly assessed may be taxed with nearly perfect 
justice.

I therefore recommend that section 4 of chapter 11 of 
the Public Statutes be amended so as to read: “ but no 
income shall be taxed which is derived in whole or in part 
from property subject to taxation.”

CHARLES F. BROWN.



1894.] SENATE — No. 9. 53

REPORT OF THE MINORITY
Upon the Exemption from Taxation of Shares of 

Stock in Foreign Corporations.
The question of the propriety of the taxation of shares of 

foreign corporations has been a problem which has not only 
agitated the Legislature of Massachusetts for many years but 
has been discussed throughout the civilized world.

To our minds the arguments brought forward in opposi
tion to the propriety, honesty and expediency of such tax
ation seem absolutely unanswerable. These arguments may 
be briefly stated as follows :

First. That a share of stock is not property, any more 
than a deed of a house is property ; each is merely the evi
dence of property; it is as improper to tax this one form of 
evidence of property as it would be to tax the other form.

Second. That the right of every citizen of this Common
wealth to invest his earnings, inheritances or accumulations 
in any enterprise or business not positively detrimental to 
his fellow men, wherever that enterprise or business may be 
carried on, is one of the “ inalienable rights” with which 
“ all men are endowed by their Creator,” and that any cur
tailment of this right, by the imposition of a double tax, is 
contrary to the spirit of the Declaration of Independence, 
and to the letter of the Constitution of Massachusetts.

Third. That the best interests of the Commonwealth 
demand that her citizens shall be free to embark or encase 
in any enterprise in any part of the world, and that the 
citizens of any other state or country shall be free to take 
up their residence here without suffering the penalty of 
double taxation.

Fourth. That the true measure of one’s “  ability ” to pay 
taxes in Massachusetts is the aggregate value of his property 
real or personal actually held and protected within the 
borders of the Commonwealth and cannot fairly include the 
evidences of property held, protected and taxed elsewhere.
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If the axiom “ every man should contribute to the ex

penses of the government according to his ability,” is to be 
construed that every man must continue to pay tax upon tax 
so long as he has anything left to pay taxes with, we must 
most emphatically dissent.

In support of these propositions, one has only to consider 
the effect, supposing that paper certificates of all the shares 
of stock in foreign corporations held in Massachusetts should 
be destroyed, would any one be the poorer?

Supposing a citizen of Massachusetts owns a farm in Con
necticut, or in Texas for that matter, so long as he owns it 
as an individual, or even as a partner in a firm, he cannot be 
taxed for it here, but if for any reason he transfers his real 
estate to a corporation, exchanging his paper title deeds for 
paper certificates of stock of equal value, he becomes liable 
to be taxed for that value. If it be right that the citizen 
should own real estate in other states and enjoy its revenues 
while residing here, without accounting to our assessors 
(and no one disputes this), it is right that he should own 
the evidences of real estate whether in the form of title deeds 
or shares of stock. Long ago the prosperity of Massachu
setts was greatly enhanced if not entirely created by the en
terprise of her merchant princes whose ships penetrated the 
most distant seas, and the fruits of whose commerce returned 
here, establishing taxable property and building up the credit 
and glory of the State. So valuable and important is the un
restricted freedom of this commerce that the Legislature has 
repeatedly passed special acts granting immunity from taxa
tion to ships engaged in foreign trade. The progress of 
modern invention has turned enterprise into other channels, 
but the law now discriminates against the merchant whose 
courage and capital builds railroads across the continent, 
digs mines in Michigan or Colorado, builds factories in New 
Hampshire, Maine or Georgia, or irrigates the barren lands 
of Texas and Arizona, while it exempts him who sends his 
ships to Calcutta or Melbourne. Thus it restrains a com
merce, which though not foreign to our country is foreign to 
our state.

If the great developments of interstate commerce alluded 
to, some of each of which, and many others have been pro-
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moted by the energy and capital of Massachusetts citizens 
during the last fifty years, could have been accomplished by 
individuals without the aid of corporate powers and privi
leges, none of them would have been taxed. Because the 
enterprises were so gigantic as to require the cooperation of 
many individuals, and the formation of corporations, is no 
valid reason for the attempt to punish with a double tax 
those individual shareholders who choose to reside here.

Indeed the fundamental law seems to forbid it. We find 
in article X. of the Declaration of Rights : “ Each individual 
of the Society has a right to be protected by it in the enjoy
ment of his life, liberty, and property, according to standing 
laws. He is obliged consequently to contribute his share to 
the expense of this protection.”

This language seems to limit the taxing power to such 
subjects as the Commonwealth is able to protect, and in the 
Constitution, Part Second, Chap. 1, Sec. 1, Art. IV ., the 
power of the legislature is stated in these words: “ to im
pose and levy proportional and reasonable assessments, rates, 
and taxes, upon all the inhabitants of, and persons resident, 
and estates lying within the said Commonwealth; 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." I t is argued, and we think conclusively, 
that the tax upon shares of foreign corporations cannot be 
“ proportional,” because the holder of such shares differs in 
no material respect from the holder of an equal value of 
real estate situated outside the Commonwealth, and the latter 
cannot be taxed.

It is also argued that these shares, being merely evidences 
of rights to property situated and taxed elsewhere, are not 
included in the list of things “ within” the state which may 
be taxed.

It would be far better public policy for the Legislature to 
repeal the provisions of the Statutes (Chap. 11, Sec. 4) 
which provide for the taxation of shares of foreign corpora
tions than to have the law declared unconstitutional by the 
Supreme Court after fifty-seven years on the statute book.

It is an acknowledged axiom that every citizen should con-
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tribute (i. e. be taxed) according to his ability, but the man 
who owns shares in a foreign corporation cannot be said to 
have any greater ability than the man who owns an equal 
value of shares in a domestic corporation, and yet, under the 
law, one is taxed and the other is not.

Granting for the moment that these shares are property, if 
the doctrine that the situs of personal property follows the 
owner be true when the owner is a citizen, and the property 
is beyond our jurisdiction, it is equally true when the owner 
is non-resident, and the property within our limits. To con
strue the doctrine both ways for the avowed or implied 
purpose of getting taxes whether they rightfully belong to 
us or not, is a device unworthy of the high moral character 
of Massachusetts. Nevertheless, the present law is so con
strued.

The shares of foreign corporations although now taxed 
when held by individuals are not taxed when held by cor
porations.

Insurance companies may have their entire assets in
vested in foreign stocks, but pay only a tax on premiums 
received from residents. Railroad and telegraph companies 
may own shares of lines beyond the boundary, but pay only 
in proportion to the miles of line within the state. Tele
phone companies are specially exempt from taxation on 
shares of their tributary companies in other states. The 
citizen should surely be as favored as the corporation.

The inexpediency of the law is demonstrable on other 
grounds. The testimony of substantially every assessor who 
appeared before the committee during its investigations, was 
to the effect that the voluntary returns of the tax-payers were 
few and far between. The proper remedy for this state of 
affairs is discussed in another part of this report, but it seems 
to us that the cause of this evident reluctance on the part of 
the great majority of the citizens of the Commonwealth to 
aid the assessors in enforcing the law, is the burning sense 
of injustice which such citizens feel at being required to sur
render from a quarter to a third of the income they receive 
from property which they know has already contributed its 
full share to the expenses of government where it is pro
tected. We believe, therefore, that if this cause should be
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removed there would be an immediate and marked improve
ment all over the state in the number of returns that would 
be made, and that an actually larger amount of personal 
property tax would be collected. It was everywhere shown 
that the amount of revenue obtained from the tax on foreign 
shares bears a ridiculously small proportion to the revenue 
which should be obtained, if the individual holders paid 
willingly.

Under Chap. 341, Acts of 1891, all foreign corporations 
having a usual place of business in Massachusetts, except 
railroad companies, mining and manufacturing companies 
conducting their mining and manufacturing business wholly 
without the Commonwealth, and foreign mortgage corpora
tions are required to make an annual statement of their 
condition to the Secretary of State. An examination of the 
sworn returns of these corporations filed last June discloses 
that the actual paid in capital of these corporations, mostly 
owned by Massachusetts citizens, was $390,857,662. Be
sides these there are at least eighteen great foreign railroad 
corporations whose stock owned by Massachusetts citizens 
held a market value of about $180,000,000; seventeen min
ing companies, nineteen manufacturing companies with stock 
worth $75,000,000 more, making a total of $645,000,000, 
to say nothing of the scores if not hundreds of millions of 
value owned in corporations which have no place of busi
ness in Massachusetts. Out of this tremendous total, the 
assessors at their last official accounts found only the esti
mated sum $70,274,863 in value to tax, and a large part of 
this was obtained from trustees, administrators and execu
tors, in other words from widows and orphans ! It would 
be an act of the highest expediency to remove from the 
statute books the law which is so obviously repugnant to the 
better judgment of so large a part of the community. Even 
if the measure of justice should not induce a single taxpayer 
to make a return who now refuses, the loss to the taxable 
value would be less than $16,000,000 and would increase 
the average rate less than ten cents per $1,000. In prob
ably three-fourths of the towns, no stock in foreign corpora
tions is returned to the assessors, and in these towns there 
would be no alteration in the rate. It should be borne in
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mind that under the present practice of the assessors in 
estimating the taxable estate of a person who does not bring 
in a list, the estimate is a lump sum, and need not be re
duced if shares in foreign corporations should be exempted. 
There would be no loss of revenue in such cases, therefore. 
The removal of a just cause of complaint would, on the con
trary, in our judgment, produce a more rapid increase in 
voluntary honest schedules of personal property subject of 
taxation, than the most carefully devised penal doomage law. 
The attempt of King George to enforce the obnoxious tax 
upon tea did not increase the revenue of the British Crown.

A final reason for recommending the repeal of the tax 
upon shares of foreign corporations is the very forcible and 
emphatic demand for this x'epeal which comes to us from 
sources entitled to the highest respect. The report of the 
Committee on Taxation of the Associated Board of Trade, a 
body of representative men chosen from all the commercial 
and trade organizations in the State, and a membership in 
which is a coveted honor, cannot be disregarded. The elo
quent addi’esses of Mr. Charles Francis Adams of Quincy, 
Mr. Richard H. Dana of Cambridge, Mr. George G. Crocker 
and Mr. Jonathan A. Lane of Boston, Mr. H. H. Crapo of 
New Bedford, Mr. George S. Merriam and Mr. Mellicott of 
Springfield, and others, give evidence that the subject has 
been carefully and disinterestedly considered by some of 
Massachusetts’ most distinguished citizens.

It was urged in opposition to the proposed amendment that 
if these foreign shares were to be exempted it might be pos
sible for some very rich man to reside here, possibly board
ing at the Hotel Vendome in Boston, for example, enjoying 
all the advantages of Boston’s fine streets, common, garden, 
parks, police, schools, library, etc., etc., even including the 
privilege of voting and of being elected to public offices with
out paying any tax whatever except a poll-tax.

It may be admitted that such a case would be possible, 
though very improbable. In the first place, if this supposed 
rich man did not make his sworn return as required by law, 
the assessors could doom him precisely as they do now, and 
it would be their duty to estimate his estate in accordance 
with his manner of living. If, however, he made a return,
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as he probably would do, after being relieved from the 
present unfair consequences of such action, he would prob
ably acknowledge to some taxable personal property. At 
least, this income would exceed $2,000 and his tax upon 
such excess would be so much clear gain even if there were 
nothing else. But putting that aside and supposing the 
most extreme case possible, that he paid nothing but a poll- 
tax, it is apparent that the presence of such a man would 
be a benefit and not a detriment to the community. It is 
the preseuce of such men that gives the value to the Hotel 
Vendome and other palaces like it, all of which are and 
ought to be fairly and honestly taxed. It is fair to say that 
this Croesus pays his share of the taxes indirectly in his 
board bill to the landlord. He must at least spend some of 
his income, and in spending it will give employment to 
livery stables, tailors, shoemakers, hairdressers, florists, 
lawyers, doctors, theatres, railroads and countless other 
purveyors of necessaries and luxuries. Such income as he 
does not spend will increase the bank deposits. All of 
these pay taxes, and we may be sure that the tax bill is not 
forgotten in making up the charges which our Croesus must 
pay. Without him and his kind, all these things would 
prosper less, and pay less taxes.

The poor immigrant who has the good sense to make his 
home in Massachusetts, if he promises to be self-supporting 
and law-abiding, has ever been and ever will be welcomed 
by the broad policy of this Commonwealth, though he 
makes one more competitor for our native wage-earners to 
contend against, and adds to the direct income of the State 
only his poll-tax (which at any time he may be unable to
pay)-

No less cordial welcome should be extended to a man of 
wealth, who will ask and receive no more from the State 
than does the immigrant, who will not enter into competition 
with our wage-earners, who will distribute among our trades
men, merchantmen, industries and charities a yearly income 
which the immigrant would regard as a competent fortune in 
itself.

Yet the policy of the existing law is to place the heavy 
hand ot taxation upon such a man for possessing evidence of
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property, which property is not protected by our laws nor 
increased or diminished at our expense. If  the real location 
of the property is traced out, it will be found that it has 
contributed its full proportion to the governments which 
protect i t ; there is neither reason nor justice in compelling 
the man to pay again to the government from which he asks 
nothing but the privilege of living.

In other words, the expense and risk to the Commonwealth 
in protecting the person of the rich man who has no tangible 
property within its jurisdiction, is no greater than the expense 
and risk of protecting the poor immigrant.

In short, the presence of wealth is an advantage to any 
community, however great or small, regardless of the direct 
taxes paid by its owner, because the necessary and inevitable 
expenditures of wealth increase the opportunities for thrift 
and prosperity of every individual in the community.

Again, it was urged that the emblems or shadows of prop
erty which we propose to exempt are mainly held by the 
well-to-do, upon whom the burden falls but lightly, and that 
the farmer and business man will suffer by comparison even 
if there is little or nothing added to their taxes.

So far as the business man is concerned, the unanimous 
appeal of the Associated Board of Trade is a sufficient answer. 
These men recognize the fact that the residence in their neigh
borhood of well-to-do people is a direct and positive benefit, 
and that if only a few such could be induced to come in, or 
only a few such be prevented from going away by this act 
of simple justice, the whole community would gain, from 
the greatest manufacturers to the humblest day laborer and 
including the farmer of every degree. They believe, more
over, that for Massachusetts to take the lead in this reform 
will be the signal for an influx of desirable citizens who will 
give a stimulus to business of all descriptions and improve 
the value of every farm and store.

The evidence presented to the committee at Pittsfield of 
the enormous increase in value of the farms of Lenox and 
Stockbridge by the residence in those towns for even a part 
of the year of the wealthy strangers who flock there for 
pure air and scenery is convincing that any and every addi
tion to the attractiveness of Massachusetts as a place of
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residence will profit the farmers first of all. If  further 
evidence is wanted it might be found at Cohasset, Beverly, 
Manchester, Groton, Nahant or even Lancaster, and at 
dozens, perhaps scores, of places where the leaven of a few 
wealthy people has not only prospered the whole commu
nity, but has reduced the actual taxes paid by older in
habitants.

CHARLES F. BROWN. 
ISAAC ROSNOSKY.
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REPORT OF THE MINORITY
• U pon the Exemption from Taxation of Municipal

Bonds.
The exemption of municipal bonds and notes from taxation 

is a purely practical question.
Do the cities and towns of this Commonwealth now 

receive, or can they ever receive, more from the taxes 
levied on municipal obligations than they would save from 
the lower rate of interest at which they could place their 
bonds or notes, if these were exempt from taxation?

Good judges believe that the cities and towns which can 
now sell 4 per cent, at a price at which money costs them 
3 | per cent, could place bonds exempt from taxation at a 
price at which the money would cost them from 2|- per cent, 
to 3^ per cent.

These figures are fully borne out by the practical ex
perience of the city of New York. Bonds exempt from 
local taxation have been sold there at a price at which the 
money cost the city less than 3 per cent., while brokers 
were, at that very time, offering for sale bonds of the same 
city, but which were subject to taxation, at a price which 
would yield over 3 | per cent, to the purchaser. In other 
words, the city sold 3 per cent, bonds exempt from taxation 
at a premium, when it could not have sold taxable bonds 
bearing a lower rate than 3 | per cent.

By an examination of the various tax returns it will be 
seen that the amount of money received from the direct 
taxation of municipal bonds is infinitesimal compared with 
the saving of interest to be effected by exemption of such 
bonds from taxation. A town or city which has no debt 
will lose little or nothing by the exemption, while cities and 
towns having debts will make very considerable savings.

It may be urged that the difficulty can better be remedied 
by more severe tax and doomage laws, and an enforced regis
tration of all city and town bonds.
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Such a policy, if enforced, would result in one of two 

things : —
Either, first, the bonds would be registered in the names 

of persons living outside of the State, so that no tax could 
be levied on them, or they would be held by corporations 
of this State which pay special taxes on their capital stock, 
and are not taxed for the bonds they hold — such companies 
as insurance companies, trust companies and banks ; or,

Second, the cities and towns would have to raise the rate 
of interest paid on their bonds.

Under the first result the attempt at enforcement would be 
a failure.

Under the second result the cities and towns would simply 
pay the added amount of interest on their bonds, and collect 
the same amount from the bondholders, or the bonds would 
be purchased onljr by persons living without the State, and 
the market for them would thus be restricted, and the’entire 
amount of increased interest paid would be a loss to the 
cities and towns.

It would seem wiser for a city or town to tax its own 
school-houses and real estate than to tax the bonds and notes 
issued by it.

In taxing its school-houses the loss to a city or town would 
be limited to the cost of collecting the taxes, and the same 
would be true of the tax on its own bonds if a city or town 
could enforce such tax on every bond issued, no matter 
whether owned in the State or out of it.

The added interest paid would in such case just offset the 
amount of tax received, but as a matter of fact this is impos
sible, and the loss is, and will remain, much greater than the 
mere cost of collection.

To-day, cities and towns receive from direct taxes on mu
nicipal bonds and notes only a small percentage of what they 
have to pay through higher rates of interest demanded of 
them because of the uncertainty as to whether the bonds will 
be taxed or not.

The aggregate of bonds issued by the city of Boston re
turned bp the assessors of Boston for taxation purposes, on 
sworn returns, in 1893, is about $125,000, which yield a 
tax of about $1,500. The saving of interest on the new
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bonds issued by the city of Boston during 1893 alone would, 
it the bonds had been exempt from taxation, have amounted 
to over $20,000 a year during the entire life of the bonds.

As the amount of bonds free from tax increase from year 
to year the saving of interest would increase equally, and 
when that amount reached say $30,000,000 the annual sav
ing would surely exceed $150,000, and probably exceed 
$ 200,000.

If bonds were exempt from taxation the loss of taxes col
lected directly on bonds would be so small as not to be con
sidered, and allowing for all indirect losses it is impossible 
to conceive that the loss should exceed one-half of the saving 
of interest to be effected.

I have given special attention to the figures of the interest 
on the debt of the city of Boston and its tax returns, but 
similar results can be shown by a study of the debts of other 
cities and towns.

If this matter is given careful consideration from a practi
cal point of view, and if no prejudice is allowed to warp our 
judgment, the Legislature will decide that bonds and notes 
issued hereafter by municipal governments in this State, 
whether town, city or county, shall be exempt from tax
ation.

This minority report is limited to a brief statement of 
facts, and for the good of the cities and towns of this Com
monwealth it is to be hoped that these views will commend 
themselves to the members of the Great and General Court.

U pon Taxation of Mortgage Notes on Real Estate.
The undersigned, in dissenting from so much of the report 

of the majority of the committee as provides for restoring a 
tax on debts secured by mortgage of real estate, desires to 
say that while it had been for years prior to 1881 the 
established policy of the Commonwealth to impose such a 
tax as stated by the majority, yet the conscience of the Com
monwealth began to be awakened to its injustice about the 
year 1870, and from that time to the year 1881 greater and 
greater attention was drawn to this injustice, and in the latter 
year the law was repealed, and the Commonwealth declared
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that no longer in this State should the owner of a piece of 
real estate valued at two thousand dollars (to use the illus
tration of the majority) one thousand of which was furnished 
by him and one thousand by a mortgagee be forced to pay 
a tax on three thousand dollars either in the shape of taxes 
or in additional interest paid to the mortgagee. The result 
of the exemption of mortgages in the year 1881 was im
mediately felt, and it is a matter of common knowledge 
that the undersigned supposed to be undisputed that the 
interest on debts secured by mortgages of real estate before 
that time at six and eight per cent, began at once to be 
lowered until to-day it is between four and five per cent., 
and people have more generally invested in small holdings 
for their homes, a thing most beneficial to the community. 
The re-establishment of this iniquitous tax will have the 
opposite effect. It will increase the rate of interest and 
make the acquisition of a home more difficult because it 
will place a much greater burden on the owner. Referring 
again to the illustration of the majority of the committee, 
there were at the time of the purchase of the house, 
as stated by them, three persons, viz. : the owner of 
the house, the person about to purchase, and the lender 
of the money. The amount for which they were taxed 
was four thousand dollars, the owner for the two thou
sand dollars, the value of the house, the person about to 
purchase for his one thousand dollars, and the lender for 
his one thousand dollars. After the sale the former owner 
had his two thousand dollars which he received for the 
house, and the purchaser had the house valued at two thou
sand dollars, which he paid for with his and the lender’s 
money. Now, the majority say that by some freak of leg
erdemain there are five thousand dollars to be taxed : the 
former owner for his two thousand dollars in money, the 
purchaser for his two thousand dollars, the value of the 
house, and the lender for his one thousand dollars that has 
been paid to the former owner. The undersigned feels 
deeply indebted to the majority for the illustration, and 
invites a careful consideration of the two views in relation 
to it, and respectfully asks where the justice is in a law 
which requires the owner of this house to pay either a tax
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01 increased interest for an extra one thousand dollars on 
property previously taxed for only two thousand dollars, 
because he is so poor as to be compelled to borrow one 
thousand dollars to make his purchase. If the property had 
been purchased by the purchaser and mortgagee jointly they 
would then be taxed together for the two thousand dollars, 
the value of the house. Why then should there be any dif
ference in the tax because one styles himself the owner and 
the other the mortgagee, instead of both styling themselves 
owners? It is difficult for the. undersigned to understand 
the majority, who seek to reimpose this tax and declare in 
the same breath that they “ believe that the simple, honest 
method of taxation is the best which requires every person 
in the community to pay according to his ability so to do,” 
and then advocates the passage of a law to compel a person 
to pay a tax on his property and also on the debts he owes. 
It is because the undersigned believes this declaration that 
he earnestly protests against the reimposition of the tax on 
debts secured by mortgage of real estate.

MALCOLM E. RIDEOUT. 
ISAAC ROSNOSKY.






