
I am oertainljr glad ta tmlk here a@ to be of suchkelp aa I may, 

i f  any, to a m p  of y w g  01811 who a m  preparing to taka plaosr in tbo 

legal grofesefon, a profemion which I Ulinlr offers more opportunity 

for  pioneeriag and indepeadent thought today than alnoat any profession 

t o  which you might seek admiqeion. 

I am going to talk to you about taxation in a rather informal 

way and quite apart from tryin,: t o  instruct  you. You have had an 

instructor fruaa our office, and 1 am sure there is  nothing mat ing  

by way of instruction. I would like, 'if' possible, t o  give you a 

view of taxation as it relates, not only to +he law, but as it re- 

lates to government and to l i f e  as we l ive i t  i n  this generation. 

The principles gmi or the bod? of tax law have bcen pretty 

thoroughly explained to you, -in6 wkat I an ;oing to talk n lout is 

t he  s p i r i t  of t h e  thing. The r a t d ,  procedures, etc., I avsume you 

know, 2nd I m i g h t  u e  a poor pers !n t o  instruct you because, to tell 

fi:e t r u t h ,  I an not so L ~ U C ~  in teres ted i n  rates  am? the exact mount 

of revenue t h ey  pro,:uce as I a in the effect that t ~ x a s  Ynd any 



particular tax produ~e u v  the l ives  of people because that is the 

plrpose that we hare prsmmt for. The philosophy of faxation 

has not been too w e n  explored by the g~XX3r@ body of praotical lawyers. 

A great many larryers, when the income statute was first enacted, said, 

WThis i a  a t h b g  for  accountante, this is not a field for a lawyerw. 

b~ld so they abandoned the f ie ld.  We f ind a great many mabere of the 

bar  who take the position that  axa at ion, a f t e r  dl, 18 a matter of 

figures with which they are  not caacerned; and the thing tha t  I want 
, .I . 

t o  impress on you *is morning I s  tha t  i t  i s  a matter of figures but 

i t  sffects the l ives  of the people, and t h a t  there i s  a philoso- of 

taxation which underlies a l l  of these revenue measures, a philosophy 

on !vkiich men differ. A philosophy which as  applied to taxation matters 

really bespeaks their whole philosophy of l i f e ,  and If I stir You UP 

to debate about i t  tha5 w i l l  be  an accomplishment i n  i t s e l f .  I do not 

want you t o  be mere technicians. If you are  going to 'be mechanics, get 

job in a garage. There is  no p l x e  fo r  you i n  the bar. Men i n  the 

h 
b ~ r  W ~ B  n e ~ e l y  see the i r  work in the l igFt  of the h e d i a t e  results 



t ion c a l l s  for designers, not for mere mbchanics. Taxation is very 

more than a mere subject in hu. Of course, tax l a w  is a branch 

of law which calls upon every department of the Larr for arcontribution, 

but i t  is also the science of government, because no government could 

exist if it didn't have taxation under our modern theory, and the manner 

in which the govement'goe8 about its work and the work t h a t  it will 

do for its c i t izens  depend very largely upon its ability to finance 

its program by taxation. 

Every time that a tax is imposed, it reaches into the economic 

strearas of the country and pulls out certain amounts of revenue. Many 

of t,ke laws which are enacted over on the Hill never affect more than 

a f ea  people. A tax law inevitably affects every fireside in the 

h i td  States, directly or indirectly. I suppose that a tax on tobacco 

v l o ~ l d  affect every family in the United States, directly or indirectly,  

a smell mount perhaps but i t  has its effect,ola"iib'L-'k'""* 



return, and i t  is irr the b*ining that they bave on lite.itsd$ that 

the tax law6 & the countrg become so important. Somebody, whenever 

a tax is paid, ha, to give up 8omthing else, and the manner in which 

a tax l a w  i8 framed m q  have a domina'ting effeut  in encouraging the 

concentration of wealth in a few hands. X t  mey burden people accord- 

ing to their rrtrength, or  tax people according t o  t h e i r  a b i l i t y  to 

pay, o r  it may be a burden that must be born by a man regardless of 

his income and regardless of hia ability to pay, and i t  i s  MinlJ 

upon the question of whether people shall be taxed on their ability 

to pay tha t  the debates on revenue center. Taxes have a direct bear- 

i n g  upon nationaUsm i tae l f .  It hasn't beaso long t ha t  we have 

been dependent upon taxes for the operation of the Government. In 
out lands 

Middle 
the Mdkwa1 ages, the soverign parcelled,\upon a basis of ren ta ls  

so that he had his o m  revenue. If you are interested in the way 

the change came about you w i l l  f i nd  i n  B---- "Life of Richlien" a 

very interest ing storg of the way in which the continental E'urppe 

founded a system of e ta te  revenue which supported the King's anny 



can't have the modem estate fashioned along the line8 that we 

berims use in our conventional th'inking without a comprehensive 

scheme of taxation because we find i n  Our modern scheme of things that 

I 

the s ta te  muat n i t  have revenue8 of it8 om. O f  course there is some 

debate about tha t  in  the l a a t  few years, but t5e prevailing thought i s  

that i f  it were an enterprise t ha t  yielded a profi t ,  that enterprise 
a 

@N' 
must be l e f t  to indiddual  exploration and tha t  the Goverruoeut muat 

confine i t s e l f  t o  ac t iv i t i e s  which do not pay. ~-ue-Bave-e-hr-whieh 

pdueee-a-p&i& If we had a connecting aystea o f  wires between 

two c i t i e s  over which we talked, that  must be owned by private enter- 

prises because it produces a return, but i f  xe had a telephone system 

operatsd a t  cost, connection the two c i t i e s ,  that  could be  left to the 

Government. Thus our syatem of economics deprives the Government of the 

Capacity to operate i ts  own profitable enterprises and have i ts o m  

I*'' 

revenue. The re su l t  i s  that  taxes $41 Indispensable. A p e a t  W y  



to the tax payer for a l l  1- revenue.- 

cause the G o v m e a t  doesn't set itself up on the sare basla ar 

individuals .  For example i f  you were to W s state~dt of the her- 

icsn Tel. and Tel. you would find that it showed 0x1 o~ s i d e  some 

debts and that it had borrowed Solas money, but on the othar side you 

wou3.d find building8 l i s t e d  as assets. The ~ovbrnmsnt does list the 

post offices and other building6 it oms. The CovernJnont strangely 

enough shows no a s ~ e t e ,  although every building and every highway 

would come under that categorg. Most of +&e things that the Govern- 

ment goes into that produce asseta are part of our national wealth. 

If a l l  of you men have a dollar apiece and each spends it in his own 

way, it i a  strictly anarchistic.  Every man goes hia own w. If you 

put it into a common fund, i t  becomes planned economy. You devise a 



It may not ba a x b e  plan, but at least it is taken out of private 

business, and it hss only been by tak ing a certain part of the produc- 

tion of the countrp and putting it into the things that are for our 

common benefit that we have the great sgeterr of public enterprise which 

U P  
we have i n  t h i s  country. So I want to impress,,you t ha t  the gathering 

of taxes by the 6wexmment is not a destruction of wealth, but i t  is 

really the taking of an unplanned dollar and putting it into a plan. 

And the wisdom of the taxation depends on the wisdom of the p U .  

bccordingly, people should take an interest in it m d  see that it is 

wisel;r spent. Taxation has 1ntel.y aroused the interest of people be- 

cause they begin to see how far taxation can be used as an instrument 

of social control. To give you a couple of excupplea o f  the way it 



statute b y  which' they impose a tax on the machine gun aad require eveq 

transfer to be registered and everg tranafer to be taxed. The purpose 

i s  not to raise revenue, but to know w h e r s  every k h i n e  gun is and rho 

owns it. Another example of the use of taxatFon for control plrpoaes 

entirely apart fror revenue puposesr You have probably hears or per- 

haps had some e.xpemiwe w i t h  an experf ment knuwn an prohibition. Solre 

of the atatee enforced a local  prohibition l a w  after repeal and soaze 

did  not. And ro there was enactment placed in the national s ta tu te  

that any persan who sold intoxicating liquors in violation of the law of  

h i s  state should pay a special fine of a tax of a thousand dollars to the 

3urenu of Internal Revenue. In those sta tes  which still have prohibition 

laws and also are selling intoxicating liquors, it i s  expected that the 

agents  of the clovernment go in and col lect  a thousand dollare apiece 

fron those violating the state law. The purpose is not revenue, but 

Primarily to penalize the bredcine: of a s t a t e  law and to lend Federal 



taxation oan be wed to accorplisb resul.tr apart f b a  rev8tU1a raising. 

~ ~ t i o n  is also ueed to accoaplish a conuentration of w e a l t h  in the hands 

relatively few people. It isn't a matter of soap box oratory. For 

many years it was the deliberate poUcy of the natf01~I. Gomrrr~lerrt to 

use a protective tariff for taking out of the.people a t  large emall, splounta 

of money and dividing &-BiPis\e t h a  to the so-called protective 

fo r  the purpose of building up industry of the country. That was our 

policy. But I em not discussing t h e  policy, I am siaply pointing out  

to you the use t ha t  can be made of  this policy of taxation and something 

there 
of t he  spirit of i t  apart from i t s  mechanics. Lately i 4  has been a 

deli!-zerats cl 'fort t o  use taxes to  m2ue t h z t  concentration of wealth and 

'A -nforce a redis t r i ' su t ion .  The piraduated inccme tax was one: of the 

' :' - . : l i j i .  5: of t I a %  ru~thoG. An inher i tmce  tax which i s  stepped up to t ax  



,,gumenta &a% is going to be wag& this coning winter betwe- thoae 

who want to use taxation to prevent conceafnltion.of w e a l t h  and perhaps 

force its distribution to SOEM eztent an8 those who want to use taxation 

as a means of collecting revenue irrespective of their abi l i ty  to pay. 

There nil1 be confllcte between the  sales tax and the income tax and 

estate tax and gift tax, the sales tax being a tesr which it i s  contended 

i s  born by the people at large. The man w i t h  a large family is ,  of course, 

EI purchaser of conunodities to a greater extent in proportion to his  inccme 

7 

t:rm a rich man with a small family. A aales tax i s  really a tax upon the 
amount? 

mess of the people and an income tax is  a tax upon the mass of the wealth 

O F  t ! -~  co~mtry, and the question i s  shall the people be taxed or the 

" s i l t l ~  Se  taxed. I think these figurea bear upon the jut-~sticn of +he 

pol icy  t h e  country should pursue, and you w i l l  be interested, as debates 

O n  t txtlt i i tn progress, to  h ~ v e  the background upon which #my-wiU-be-kwhl&. 

some people, st least  I supporje new dealers, i v i l l  

?)I< . .. ,fill try to reach a different object ive  i n  taxaticn thzn t:.is ccuntxy 

fs:. !:2ny !-taro has had. If you havent read it, you +iill be interested in 



wealth during the period when haorno h~ waa not exiutant. You 

w i l l  find the of the use of taxee for t h e  conaentration of wealth. 

1t isn't  written froat the tax point of view, but  you can supply the 

, i ss ing points on taxation. $r 1929, 200 corporations, not including any 

bulks ,  owned 22% of the national wealth of the United States ,  and  fro^ 

1313 t o  1929, during the period, in spite of the tax measures 

t;.cy had increased 85% their holdings of t h e  n a t i m a l  wealth of the 

coun:xy. Control of tha t  wealth had concentrated even faster than the 

wealth i tself ,  because by the device of hold ng companies t h e  control  

o f  v s t  emounts of wealth was often lodged in the hands of a very small 

4 sun; of the voting stock. One of the great causes of our d i f f i c u l t i e s  

t '.is ciepressivn has been t he  over-production of stock ce r t i f i ca t e s .  

-7. 

-[It followins are some f s c t s  a s  t o  income i n  the Uni ted  S t ~ t e s  which were 

r:cpnt,ly m d e  @lit b j  the Erookings Ins t i tu t ion ,  takin, tile f a i l y  as  

t m i t  of income, because tha t  it the way we spend. If one boy i n  the 

f?:::i?,jr spends fo r  h b s e l f ,  Borne other member of the fmilj. m y  hive t o  



aix million ParaiUea in the United States, or 21% of *all the families 

who had less tban $1,000 of anmral income; 12 million families, or 

42$ of a l l  families had annual incomes of leas than )1,'500j and 20 

mill ion farailies, o r  71s of a l l  famil ies  had under $2,500 of annual 

income, and there were only 600,030 famil ies  i n  the United Statea 

whose combined incomes fo r  the family were over h10,000 i n  1929. 

Cne-tenth of one percent of the families in the United States a t  the 

top of the economic scale had as much of the na t iona l  income a s  42% 

of the families a t  the bottom. 30,X fainilies had asmuch as 12 

ti l i l l inn fmilies. That i s  the  bus is  upcn w2.ich me a u s t  consider new 

p1-ns of +mat ion ;  that is t h e  b s s i s  upon wbich *Te must work rrhen we 

' ; - ~ l s e  a tax  lavr - t o  see where the revenue is coming. I t  i s  apparent 

IA tt, if you put e tax upon tin a r t i c l e  of consumption, those ;!O mill ion 

f - 1 1  i l i e s  with mca,ee under $2,500 ere t h e  cmsuaers and it is perfectly 

Sl;,ncrent t h a t  if you put r tax  upon incomes snd you h i t  the incolnas 



tc tlseme such oita3. importance in this cowtxy... To me s tax law 

~ h i c h  reaches down into the group of people wW spand their entire in- 

comes fo r  exfatance merely reduces tbeir purchasing power and reducee 

t h e  number of things they may have in thekr d a i l y  lives. 

The f i e l d  of taxation ie a verp tempting one in which to lct your 

imginatfona rmn wild. Great W g a  can be accompl.isbed in this oountry 

by taxation. Great things have been accomplished by taxation. . If any- 

tc3y tkJnb.s that  the scheme of c~ncentrated wealth through customs t axes  

;-as not carefully planned, they should read the debate ir, Conbress over 

Lkc %riff. TB ham always had a p l a n n d  ecanomy. It dependec! a l i t t l e  

on +Lo plcnned it ~ h c t  it was planned for. So it it time t h u t  t h e  p l m s  

2.n- so I am hoping %at ycu a l l :  no t  regar6 tax:~ticn us s m e w  matter of  

fr t h e  Life of  this counLry. In a democratic country  i t  i s  perhaps one 
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of the -a Mfhin our mtd.fut&m't$ ~ b & p a ~ y u a I C  of tb people aay 

protect themaelvea agalmt tl&,,~xacbutrat$oh of a t b .  

I want to  eay tbt the things I h a 6  said tc, f ou are more or less  

long distance matters. I am not endeavoring to either defend the social 

policy of the Governaent nor aa I trying to fornebadow what may be done 

j.n the immediate future by way of legislation. I am trying to point out 

to you t h a t  in no branch of law which you have studied is  there such an 

unexplored frontier which you m y  press into and in d i c h  new patterns 

of  thought are possible as in t h i s  f i e ld  of taxation. I am far from an 

ex?or-t on +the subject. I have merely given you a general v iew point, 

' r u t  Lweuld-be-gaasl- i f ,  in the remaining time we have, there are 

---~y subjects t h a t  you are particularly interested in, I would be glad 

' c  discus6 them aic& you. 


