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SENATE No. 287.

The Joint Committee on Expenditures, to whom was referred
the order of inquiry into the expediency of levying a tax upon
the gross receipts of railroads, have considered that subject aud
report as follows:

Under the several revenue laws of the United States (1862,
chap. lIP, sect 80), taxes of three per cent., and subsequently
(1864, chap. 173, sect. 103) of per cent, were laid upon the
gross receipts of all railroads. According to the returns of
1870 (R. R Com’rs report, p 40), the latter tax would for last
year have amounted, on so much of the income as was earned
within the limits of this State, to the large sum of $500,000.

By more recent Act of Congress the whole of this tax has
been removed, and the question for the Committee is, whether
it might not now be justly and properly replaced as a State tax,
and turned into the State treasury ?

Under ordinary circumstances, and tested by any correct
principles, such a tax would, in the judgment of your Com-
mittee be utterly inexpedient. Railroad corporations are com-
mon carriers and not tax collectors ; to impose through them a
tax on the community, which is to be collected by them and
paid over to the State, is merely an indirect way of trying to
conceal the extent of the burden laid upon the people. But on
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the other hand, if the railroad corporations are earning so ranch
money that they can pay an exceptional and heavy tax—as for
some years past they have done to the general government —

and still enhance the market value of their capital stock, and
the dividends they pay, in many cases on a largely increased
amount of stock, then, when they are relieved from that tax,
the community has a right to demand from them relief, in the
shape of a reduction of freights and fares. The money taken
from the people to pay that tax, should, when the tax is re-
moved, be at once returned to the people ; and the State should
draw its tax, and the corporations their profit from the increased
resources of a prosperous community.

Such your Committee believe to be the correct general prin-
ciples applicable to this question. Now, it appears from the
tables contained on pages 40, 45, 47 of the report of the railroad
commissioners, that, though since 186! the gross receipts of the
railroads in Massachusetts have increased nearly threefold, and
their net receipts have nearly doubled, and though they have
recently been relieved of a heavy national tax, yet, in spite of
all these reasons for reduced rates, both fares and freights are
absolutely higher, on the average, now, than they were in 1861.
In the mean time the rate of dividends paid by those roads
has increased 60 per cent. Apparently, therefore, the rail-
roads have as yet failed to afford the community the relief
it has a fair right to expect. Relieved themselves from
taxation, which had been made one of the reasons for ad-
vancing charges, they should have hastened to relieve the
people of a portion of the heavy cost of transportation which
is itself an exaction in the nature of a tax, and the reduction
of which to the lowest possible amount paid for the greatest
possible service rendered, is undoubtedly the best policy for all.
Your Committee can add nothing upon this point to what has
been so ably said by the commissioners on pages 38, 89, but they
heartily concur in the concluding paragraph; “ Every reduc-
tion of the transportation tax acts as a direct encouragement
to the industry of Massachusetts, just as much so as if it were
a bounty or a bonus; it is just so much taken off in the race
of competition,” and they believe the railroads may reasonably
be called upon to stimulate the immensely increased volume of
business they now transact, by exacting a lower rate of profit
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upon it. Such encouragement would inevitably tend to extend
the development, the prosperity and the taxable property of the
State, and thus in a twofold degree lighten the load under
which all enterprise labors; while there is no reason to sup-
pose, judging from experience, that, with a judicious reduction
of rates, the financial results to the corporations themselves
would be disastrous. Because they have failed thus far, as a
rule, to do this, shall they now be subjected to an involuntary
tax as a substitute for a voluntary reduction of charges? To
such a course there are several grave objections.

First. It apparently makes the Commonwealth the upholder
of a system very injurious to its best interests; the recipient of
a share of undue exactions from the people.

Second. It supplies the corporations with a permanent ex-
cuse, and one very difficult to answer, whenever a reduction of
charges is urged upon them.

Third. It establishes a precedent in legislation which, if
copied by other States, might lead to imposing heavy taxes on
the intercourse between Massachusetts and the more distant
parts of the Union.

Others, which it is unnecessary to enumerate, naturally sug-
gest themselves. The subject was fully and ably discussed
before your Committee, and is now fairly before the public.
The proposition is a tempting and agreeable one ; it would be
a popular movement,—even though it might involve a sacrifice
of correct principles—to relieve the people in appearance of
$500,000 per annum of the State tax, by simply turning a re-
mitted national tax into the State treasury. Should the rail-
roads adhere to their present rates of fares and freights, such a
tax will probably, and very justifiably, be imposed at some not
far distant time. At present there is reason to hope that a
more liberal spirit is beginning to prevail among them. Since
the first of January last four corporations have revised and ma-
terially reduced their tariffs; others are, it is understood, con-
templating similar action. The imposition of a tax on gross
receipts would tend unquestionably to delay this most impor-
tant movement; and, reducing general taxation to the amount
of $500,000, prevent the reduction of the transportation tax
upon the people to the amount, perhaps, of $2,000,000,—for
this large sum represents only an average tariff reduction of 10
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per cent., —which abatement, in the opinion of the Commission-
ers, (Report p. 55) might be immediately made, “without per-
manently reducing net earnings in any appreciable degree.”
Your Committee cannot, therefore, at this time, recommend the
levying of the proposed tax. The subject is now first proposed
for discussion ; the corporations should be allowed reasonable
time to consider it. Should the present policy of keeping up
their rates be persisted in, it will soon become proper matter of
consideration, how the railroads can be made to contribute
their full share ofrelief from the common burden resting upon
the industrial resources of the State. In confident expectation
that the eminently sagacious, practical and public-spirited men
that manage these great corporations will not be slow to recog-
nize the justice and strength of the demand made upon them,
in this respect, by the community at large, your Committee
report that it is inexpedient to legislate on the subject referred
to them.

For the Committee,

STEFH’N M. CROSBY, Chairman.


