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I.-THE NEED OF TAX REFORM.

At the present time, when the public mind is directed to
the question of taxation, and when a fair and candid discus-
sion of that question will perhaps receive some portion of the
attention which the importance of the subject merits, it seems
desirable to present to the people some considerations of the
science of taxation in connection with the new tax law, and
this not only as to what the law is but also as to what it should
be. It is especially desirable that the members of the Demo-
cratic party should give the subject careful attention, because
they are at present intrusted with the government of the State,
and have expectations of continuing for a time in that trust.
Indeed, to realize that expectation they must consider the sub-
ject well, for taxes know no party discrimination-they fall
alike on the just and the unjust-and it will always strain the
party allegiance of a tax-payer to remain content with an un-
just or vicious tax law merely because his party originated it.
Party policy itself, therefore, demands that we should con-
sider this question primarily as citizens, and should give any
law our approval or disapproval as it tends to promote or im-
pede the general welfare.

In one sense the science of taxation may be said to be in
its infancy. Taxation, of course, is as old as government, and
it is probably impossible to devise any system of taxation that
has not been at some time in use, or at least been advocated as
desirable. And yet, with all the experience that has been had,
and the vast amount of study and thought that has been given
the subject, it appears impossible to secure universal consent
to many of what would seem to be rudimentary principles.
For example, the people of the United States are divided on
the question whether it is legitimate and advantageous to levy
a tax for the avowed purpose of producing economic results
entirely distinct from the raising of necessary revenue-that
is to say, for the so-called protection of home industries. And
it is a singular fact that quite a number of those who oppose
such a tax are strongly in favor of a tax aimed at an economic
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result equally distinct from the raising of revenue-I refer to
the "single tax," or "tax on land values." which is urged by its
friends on account of its anticipated effects on the occupation,
use and price of lands. Beyond such rudimentary questions
there are almost endless controversies as to the modes, limita-
tions, safeguards and ultimate effects of various systems of
taxation, that exasperate and confuse the student and cause
the casual reader to suspect the whole subject one of guess-
work.

I take it that this diversity of opinion is chiefly due to
three causes:

i. As a country advances from a primitive state to one of
high civilization there is necessarily a change in its industries
and its forms of wealth which call for changes in its tax sys-
tem. No system devised in the abstract would be equally ad-
vantageous at all times or in all countries. And yet there are
some principles that are universally applicable, and evils may
be pointed out which should always be avoided.

2. The necessity of the defense of a system by the power
that originates 'it often produces a resort to fallacious argu-
ment and manufactured facts, and in free countries this style
of debate also often characterizes the attacks on a system by
the opposition party. Hence there may be found attacks on
and defenses of almost all schemes of taxation, which will, of
course, be accepted as satisfactory by some portions of each
community.

3. The inherent intricacy of the subject, reaching out as
it does to all the financial and property interests of the State,
prevents any simple solution. As in other complicated sub-
jects, the remedy which at first blush seems best may on re-
flection be seen to be the worst that could be applied. If there
were any easy and simple way of perfecting a tax system it
would have been discovered and utilized years ago. When-
ever you find a man who has a simple scheme for a perfect
system of taxation, or of revenue, or for any other great gov-
ernmental problem, you will find, on examining his system,
either that it is something which has been tried and proven a
failure or that it is so utterly impracticable that no one could
be induced to try it. As a rule, superficial remedies and super-
ficial objections should be disregarded. The merits and de-
merits of a tax system are not to be judged by surface indica-
tions. If the experience of centuries has taught the world
anything it has proven that the sources of evil of a system of
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taxation are to be exposed only by deep and thorough investi-
gation. They are like those diseases of the blood which
manifest themselves in eruptions on the skin. It is useless to
make surface applications of salves and lotions. You must
go to the center of the system with your remedy.

From the existing state of the science of taxation it results
that almost any system of taxation may be assailed or de-
fended easily and plausibly, and this has led modern investi-
gators to rely chiefly on experiment and observation, and is
leading them to a convergence in the opinion that the system
of taxation is best which works best. No system, however
faultless in theory, is of any value if it can not be applied
practically. No system is to be condemned, though seeming
faulty, if it "works out" well. In other words, any system
tried at all should be tried fairly and judged by its results, not
by theoretical criticism only. The manifestations of these
facts are found in the special attention now given to taxation
in our universities which make political economy a specialty,
and in the appointment of tax commissions, in several of the
more progressive states and cities, whose special business is
to examine into various systems of taxation and report to the
legislative bodies. Among the more notable of the latter are
the New York Tax Commission Report of 1871, the Maryland

'report of 1888, the Baltimore report of 1881-2, the West Vir-
ginia report of 1884 and the Pennsylvania report of 1889.
This work may fairly be called the beginning of American
fiscal science, for prior to it there was no systematic study of
taxation and no literature on the subject except a few political
speeches and chapters in general works on political economy.

The new study has already produced some material ben-
efits, as for example calling public attention to the value of cor-
porate franchises as sources of municipal revenue-a subject
which has been very fully considered during the past year in
connection with the city government of Indianapolis. One
thing has certainly been demonstrated by this investigation,
and that isthat the old system of assessing, levying and col-
lecting the general property tax, which was substantially the
same throughout the United States, was grossly unjust and in-
equal, and therefore contrary to the spirit of the constitutional
provisions whose letter it purported to carry into effect. It
has been made evident that it favored the rich as against the
poor, the corporation as against the natural person, the owner
of personal property as against the owner of real property,
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and the tax-dodger as against the honest citizen. The testi-
mony to this effect is overwhelming, and its causes in part at
least are evident.

The subject of taxation was brought into prominence in
Indiana by the condition of the State's revenues. The State
was in debt and the debt was being increased annually by a
deficit of over five hundred thousand dollars. It was neces-
sary to raise additional revenue. There was a common opinion
that much property was escaping taxation because the law did
not provide that it should be taxed. On examination it was
found that this idea was erroneous. The law provided : "All
real property within this State, all personal property owned by
persons residing in this State (whether it is in or out of this
State), and all personal property within this State owned by
persons not residing within this State, subject to the exceptions
hereinafter stated, shall be subject to taxation," and through-
out the law the provisions and definitions were so broad that
scarcely any property imaginable was not legitimately in-
cluded. In some states legislators have undertaken to define
specifically what property should be taxable, and in such cases
there have always been unintentional omissions, but Indiana
was not in that condition.

The whole trouble was that the law was not enforced as
written. No one pretended to return his property at its " fair
cash value," as the law expressly provided, and no assessor
pretended to assess at " fair cash value," as he was required
under oath to do. There was-an universal understanding that
" fair cash value for assessment purposes" was an entirely dif-
ferent thing from "fair cash value" for any other purpose.
The machinery for enforcing the law was crude and imper-
fect. The boards of equalization were hampered by restric-
tions that absolutely prohibited equalization. If the tax offi-
cials had earnestly desired to enforce the law they could not
have done so. Under these circumstances it was necessary to
reconstruct the law with a view to giving it vitality, aid to
this task the members of the Legislature to whom the duty was
assigned resolutely addressed themselves. They examined the
literature of American taxation as far as their limited time
would permit. They counseled with persons acquainted with
the subject. They obtained a fair view of the existing evils
and submitted their plans for correcting them to the Legislature.

It would be absurd to contend that the last Legislature of
Indiana framed a perfect tax law-no such law has yet been
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formulated in any country. It would be folly even to assert
that the Legislature did the best it could have done, for there
was necessarily a lack of information and a conflict of opinions
that always characterize first attempts at reform. Some con-
cessions had to be made to secure any law, and there were con-
stitutional restrictions in the way of some desirable amend-
ments. The Legislature itself recognized the imperfection of
its work by offering an amendment to the constitution for the
special taxation of corporations (Acts, p. 484) and by its pro-
vision for tax commissioners who are required by law "to make
diligent investigation and inquiry concerning the revenue
laws and systems of other states and countries," and " to rec-
ommend to the General Assembly, at each session thereof, such
amendments, changes or modifications of our revenue laws as
seem proper or necessary to remedy injustice or irregularity in
taxation, or to facilitate the assessment and collection of pub-
lic revenues." (Sec. Izo.)

There is a substantial merit in doing something when re-
lief is needed. It is better to try some remedy than to stand
still and discuss the merits of various systems. Possibly the
remedies selected may not be the best, but whether they are
or not will never be learned from the mere discussion of theo-
ties. If the Legislature has started in the right direction, if it
has done something to improve the wretched system in use,
if it has made advances toward equality and justice in taxa-
tion, it is entitled to the thanks of the commonwealth, and I
think it is apparent that it has done this much. Certainly the
entry for the first time on the assessment lists of thousands of
dollars of taxable property, and the outcry of those who have
heretofore evaded the law, are not evidences of any deteriora-
tion in the law.

II.-APPRAISEMENT AT TRUE VALUE.

The feature of the new tax law which has thus far occa.
sioned the most complaint is its provision for enforcing the
requirement that all property shall be assessed at its fair cash
value, which is defined to be "the usual selling price at the
place" where the property is located, or " the price which
could be obtained therefor at private sale, and not at forced or
auction sale" (Sec. 53). And yet this is clearly the most
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valuable feature of the new law-the greatest step toward
equal and just taxation. Those who' have heretofore evaded
taxation have been shrewd enough to foresee the effects of
equal assessment, and by their clamor have unquestionably
duped many persdns who will actually profit by the system
which they denounce. The necessary effects of "fair cash
valuation" can readily be made apparent to any reasoning
pan. Let us examine the matter.

- There are two factors that determine the amount of taxes
, paid by any citizen- (I) the assessment of his property, (2)

Sthe rate levied. As between individuals the rate is fixed; that
f= is to say, in each township or city each tax-payer must pay
f the same rate on the assessed value of his property. There-

fore any advantage obtained by one individual over another
must be through the assessment. As between townships the
county rate and State rate are fixed, and hence any advantage
obtained by one township over another must be through the
assessment. As between counties the State rate is fixed, and
hence any advantage obtained by one county over another
must be through the assessment. In other words, so far as the
administration of the law is concerned, all inequality of taxa-
tion is inequality of assessment. (Of course no reference is
had to inequality created by the law, such as exempting cer-
tain property or duplicating taxation.) Hence the point to be
guarded is the assessment, which must be so regulated as to
prevent, as far as possible, the concealment of property, or its
undervaluation or overvaluation.

The natural basis for valuing anything is its actual worth
-/ 'its fair cash value-which is exactly what the law calls for.

¢ AMoney is the universally accepted measure of value, and the
, money equivalent of anything is its actual value, in the com-

iercial sense. This is more easily and accurately arrived at
than any other value. True, it is to some extent a matter of
judgment as to which men will differ, but they will not differ
materially. It is the value most universally and correctly un-
derstood. Men may quibble about it, but everyone under-
stands what "fair cash value" means, and the quibble is
merely for the sake of quibbling. Additional definition is
more likely to obscure than to clear its meaning. For example,
a recent Utah statute defines it as "the amount at which the
property would be taken in payment of a just debt due from a
solvent debtor," but this introduces an unnecessary element of
uncertainty, for the price in such case would depend on
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whether or not the creditor wanted that particular kind of
property; whether the debtor would probably resist collection
in money; and whether the debtor was barely solvent or of
unquestionable wealth. It is sometimes endeavored to assess
at a fixed per cent. of fair cash value (or true value, which is
to be understood as the same thing when used in reference to
this law), but in such case the true value must first be esti-
mated and the per cent. calculated, so that the determination
of value is merely complicated to that extent.

Whatever basis for valuation is taken, it must be fixed ab-
solutely, for if assessors are permitted to depart from a fixed =.
rule there is an end of all equality. Each assessor becomes &a
law unto himself, and if any two adopt the same basis it is
the result of chance or similar local interests. For example, '1
at the last appraisement of real property under the old law,
the assessors in Marion county aimed to assess at 6o per cent.
of the true value. In St. Joseph county, at the same appraise-
ment, it was aimed to assess at 40 per cent. of the true value.
Other counties undoubtedly varied still more. The result was
that the residents of Marion county paid 50 per cent. more
State taxes on the same true value of property than those of
St. Joseph county. . Throughout the State the old law was ad-
ministered as if it read, All property shall be assessed at its
full cash value or at such per cent. of the same as the assessor
may prefer.

The most common basis of valuation used in Indiana was
the value at forced sale. As commonly expressed, "fair cash
value for assessment purposes," meant "what a thing would
bring if put up by the sheriff and sold to the highest bidder."
This was applied more particularly to personal property, for
there was usually some attempt made to arrive at either a uni-
form percentage valuation or a uniform acreage valuation of
real estate. In so far as this distinction was observed there
was a discrimination against real estate, for of all methods of
escaping taxation, except concealment of property, " forced
sale valuation" is the most successful. The sheriffs had not
been idle in Indiana since the panic of I873, and it was no-
torious that prices at sheriffs' sales were extremely low. So
uncertain was this basis that an assessor could hardly dispute
any kind of valuation, and it is a matter of public notoriety
that large amounts of personal property were returned at
merely nominal value.

You sometimes hear men discussing a sale of property,
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when one will say: "It brought all it was worth," and
another: "It should have brought more money," but when
they put their ideas into figures there will ordinarily be no
great difference in the values fixed by men acquainted with
the market. If you ask the same men for a "forced sale
valuation" they will either tell you that such a valuation is
pure guesswork, or, if attempting to fix values, they will vary
much more widely than they do as to the market value. The
reason for this is that besides all the elements of uncertainty
pertaining to true value there are additional ones affecting
forced sale value, and of these the most important are, (i) the
knowledge of buyers that the sale is forced-that the seller
has no choice nor power of self-protection; (2) the limit of
time which cuts off the probability but not the possibility of
competition; (3) the lack of warranty of title, from which
the purchaser not infrequently buys a lawsuit instead of
property; (4) the right of redemption of real estate, which
often limits the bids to the amount of debt sought to be
collected; (5) the temporary condition of money as to
plenty or "tightness," which is liable to make a difference of
Ioo per cent. in forced sale prices in a very few days.

But worse than the inherent uncertainty of forced sale
valuation is the fact that it bears continually against small
properties. If you will take three residences fairly worth
$500, $5,000 and $5o,ooo respectively, you will find them
assessed in the average Indiana county at about $300, $2,500
and $20,ooo-that is to say at 6o per cent., 50 per cent. and
40 per cent. of their respective values. Anyone may prove
this by investigation. Take the fine residences of your town
and the ordinary residences, estimate their fair values and then
compare their former assessed values. The smaller property
will always be found assessed at a higher per cent. of its
true value than the large, unless the latter should happen to
belong to a non-resident or a foreign insurance company.
And the discrepancy is greater as to the personalty than as to
real property. There are four reasons why this state of facts
exists: (i) All values are affected by supply and demand.
Where there is one person able to buy a fifty-thousand-dollar
house, there are ioo buyers for a five-thousand-dollar house
and 1,ooo for a five-hundred-dollar house. Hence, it is cer-
tain that at forced sale the smaller property will bring a
larger per cent. of its true value, and if we are to have a
forced sale valuation for a basis of assessment it is just and
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right that the larger property should be appraised at a smaller
per cent. of its value. (2) The rich man finds it to his interest
to devote time to the care of his property. He can well
afford to put in a day or two with the board of equalization,
or even to employ an attorney, to secure a reduction of
assessment to what he claims would be a forced sale value.
On the other hand, his poorer neighbor is not familiar with
business affairs and cannot leave his daily labor for the chance
of securing a reduction in value, which may amount in taxes
to less than a day's wages. (3) When you pass beyond
necessaries of life and come to luxuries, price is always more
affected by use. The man who is able to live in a fifty-
thousand-dollar house is able to indulge his tastes by building
one to suit himself. Wealthy Mr. A. does not desire to use
second-hand furniture of Mr. B. or ride in the carriage that
Mr. C. has occupied, even though no sign of wear is visible.
Hence, at a forced sale, the finer and more costly the goods
the greater shrinkage in percentage of prices paid, but everyone
knows that their fair cash value does not shrink in the same
proportion. (4) There is a peculiar impression produced on
the mind by the contemplation' of the amount of taxes paid
by a citizen, not considering the amount of his property, that
for want of a better term may be called the fallacy of gross
amount. The wealthy man, when it comes to taxation, im-
agines that he is in some way aggrieved by owning so much
property, and the assessor is very apt to form his opinion as to
the rich man's just share of the public burdens from the
amount of the tax'instead of the amount of his property. It
is difficult to realize fully that a million dollars' worth of
property in one man's hands should be taxed no less than the
same amount in ten men's hands. r-

The difference in the rate of valuation between large and 4-.
small property holders is well known to everyone who is con-
versant with taxation in its practical application, and it is .
found wherever there is a departure from fair cash valuation.
A few extracts from reports of investigators will show this,
and illustrate other statements as to inequality made above.

"A man of small means pays as a rule, more in proportion
than a man of large means. The statistics bearing on- this
point will scarcely be credited by persons who have not
investigated the subject, and they exhibit a condition of things
that ought not to be tolerated. It will be found, for instance,
that a house and lot worth $8oo is valued at $7oo, while
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a house and lot worth $8,000 is valued at $4,ooo-in the one
case at seven-eighths and in the other at one-half; that is to
say, the owner of the small property has $ioo untaxed and
the owner of the large property has forty times that amount
untaxed. Again, when a person dies his entire personal estate
is listed and valued by the appraisers, whose appraisement is
recorded by the county clerk. By comparing a number of
these appraisements with the tax assessments made next prior
to the death of such person, we find that a man with a per-
sonal estate valued immediately after his death at $200, was
rated immediately before his death at $178; while a man
whose estate is appraised at $5,000 was rated at only $1,500o."
- West Virginia Tax Commission, report of 184.

"It is the theory of the law that the burden of taxation shall
rest equally upon the citizens and taxpayers of the common-
wealth in proportion to their property. * * * But the
practice is widely different from the theory. The realty of
one man is assessed at one-third, one-half, two-thirds, or even
the full measure of its actual value; while that of his neighbor
is assessed at one-sixth, one-tenth, one-twentieth, or as was
shown in one instance of considerable magnitude, one twenty-
fifth of its actual value. The owner of the one pays as his
annual tax five or six per centum of the whole capital
invested, while the owner of the other pays one-fourth or one-
fifth of one per cent. Such distinctions are too invidious to be
meekly borne. The discriminations in favor of personal
property, and against realty, are glaring and unjust, amount-
ing in some species, of the former class, to" an almost total
escape from taxation."-Illinois Revenue Commission, report
of 1886.

"A house worth two, three, four or five thousand, will, in
Baltimore, at any rate, be assessed for nearly its true selling
value, and sometimes for more, while a house worth from
thirty to eighty thousand or more will probably not be assessed
for over two-thirds its value, the owners arguing, and with
some plausibility, that it could not be sold for what it cost. It
may be doubted, however, whether the Legislature intended
those whose means enables them to build houses so expensive
that there is no market for them, to bear a smaller relative
burden than others."-Prof. Ely, of Maryland Tax Commis-
sion, report of 1888.

"Inequality in assessed valuation is in effect unequal taxa-
tion, and a departure from the rule of valuing property at its
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fair market value is fraught with- many evil results. When
assessors depart from such a rule they are adrift and without
any compass to guide them. If they set out with the determ-
ination of assessing all property at 20, 30 or 40 per cent. below
its market value they are far more likely to fall into errors
than when they keep a practicable rule like that mentioned
always in sight."-Pennsylvania Revenue Commission, re-
jort of 1889.

"In the late returns of the assessors of all the towns of the
State for the use of the State valuation commissioners, it ap-
pears that the assessors of 132 towns based their taxes on less
than a just value of the property assessed. Thirteen based
them on four-fifths value, thirty-five- on three-fourths value,
fifty-three on two-thirds value, and sixteen on one-half, while
in two towns the assessors considered their duty done when
they assessed at one-third of the 'cash value' of the property
taxed."-Maine Tax Commission, report of 1889.

In all these cases the commissions insisted on appraisement
at true value, and recommended stringent measures for secur-
ing that result. As reasonable men they could not do
otherwise. It needs no argument but the facts themselves to
prove the necessity of assessment at fair cash value if there is
to be any equality in taxation. Large property-owners may
object to it from interested motives, but the small taxpayers,
who constitute the great mass of the people, will be injuring
themselves if they do not stand resolutely for a universal
appraisement at fair cash values. Public sentiment will have
much to do with the proper enforcement of the law, and
securing the relief which it contemplates. The small property
holder need not be deceived. Whenever he gets his property
reduced one or two hundred dollars below its true value, he
may be sure that wealthier and more influential men will
secure far greater reductions, and that in the end his taxes will
be increased by what he imagines to be a reduction. *

*NOTE. An investigation of the actual results of the new appraise-
ment in Center Township, Marion County, (including the city of Indian-
apolis), showed that there were 549 taxpayers who owned property valued
at $25,000 or over. The total property owned by these was $53,833,090,
or a little over one-half the total valuation of the township, which was
$105,658,575. The effort to reach true cash value had increased this prop-
erty to this amount from $30,723,80o in I89o, or an advance of 75 per cent.
The remaining property in the district was owned by 38,014 taxpayers,
and had increased from $33,344,230 in 1890o to $51,825,485 in 1891, or an
advance of 55 per cent. A comparison of those owning from $5,000 to
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$25,ooo with those owning less would probably be still more convincing.
(See Indianapolis News, January 8; Indianapolis Sentinel,January 12, 1892.)

III.-APPRAISEMENT OF RAILROAD PROP-
ERTY.

The comparative amount of taxes paid by corporations in
this State has for some time been a fruitful source of com-
plaint, and rightfully so. The principal means of their escape
from taxation has been through the assessment. The causes
which have been mentioned as operating to the advantage of
the rich operate with increased power as to corporations.
They are as a rule wealthy. They have large political influ-

ence, both through control of employes and through favors
which they can extend to influential persons. They act alto-

gethef through agents. Many of them keep attorneys in
regular employ. Their property is usually designed for special
uses, and is not in general demand, besides which it is ordi-
narily so valuable as to find few purchasers. They are, there-
fore, in position to urge the "forced sale valuation" to its utmost
limit of absurdity. In addition to this they have one form of

property-their corporate franchise-whose value is not often
easily ascertainable. It is an intangible right whose money
value varies with its exclusiveness, its admission of the holder
to the use of public property, and the profits of the business
conducted under it. On account of the difficulty of fixing the
value of franchises, the attempt to do so directly has generally
been abandoned and indirect means have been adopted,

When the stock of a corporation is actually on the market
and has a cash selling value recorded from day to day, a con-
venient and just basis for the assessment of its property is
afforded. Unfortunately this state of facts does not always
exist, and as to some classes of corporations seldom exists.
There is also such an essential difference in the character of
business of corporations, the location and comparative value
of their property, and their facilities for removing from the
state property accumulated in the state, that a classification
of them for purposes of taxation becomes necessary. By far
the most important class, as to property owned, is that of rail-
road companies. On account of their public character, and
the almost universal handling of their stock on the open
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market, the value of their property is more easily ascertained
than that of any other class of corporations, and yet their
property has been continually assessed in the past at from 20
to 30 per cent. of its fair cash value. This fact was repeatedly
called to the attention of the old State Board of Equalization,
and as often it was urged in reply that in Indiana no property
was assessed at its fair cash value. This proposition could not
be disputed; and when once admitted no one could say cer-
tainly what per centage of fair cash value would be a just
basis. The census report of i8 8o estimated that the total
assessed valuation of Indiana was 48.55 per cent. of its true
value, but even if this were assumed as correct it would not
give an exact basis, for this estimate includes this railroad
property, which is assessed at a much lower percentage of
true value. It may safely be said that no injustice would have
been done to the railroads if they had been assessed at 50 per
cent. of their true value, and that they were unjustly exempted
from taxation to whatever extent they were assessed below
that figure.

This gross inequality arose from the departure from assess-
ment at fair cash value, and this must always operate, for the
reasons previously given, to the benefit of large property-
owners, among whom corporations form the strongest class.
The people of Indiana may properly blame themselves for the
injustice done. If each individual, instead of seeking to
reduce his own assessment below the legal level, had insisted
on a strict enforcement of the law, the people would not have
borne, as they have 'for years, one-half of the burdens that
justly belonged to the railroads. The impediments mentioned
no longer exist under the provisions of the new law. There
remains no excuse for the State Board of Tax Commissioners
if they do not assess railroad property at its fair cash value,
or at least on an equality with other property. If it is now
charged that other property in any locality, or in the entire
State, is not assessed at its fair-cash value, it is made the express
duty of the Board to examine the matter and assess it in accord-
ance with the provisions of the law. (Secs. 133, 136.)*

The fair method of arriving at the true cash value of the
railroad property may best be shown by illustration, and for
this purpose I take the L., N. A. & C. road, commonly known

*NOTE. This does not apply to personal property, and the result is
explained in Chap. 6.
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as the " Monon," because it extends into a large number of the
counties of the State. In this I make no unfair distinction,
for the Monon was assessed by the old State Board somewhat
higher than the average of railroads. The actual market value
of the entire property of the road is as follows:
Bonded debt, at par .................................. .. $12,800,000
Capital stock, $5,ooo,ooo00-average price Jan. I to June i,

1891, $0.20. .. .......................................... I,ooo,ooo

Total.................................... ..$r3,8ao, ooo
Total miles controlled ....... ............ 512
Average value per mile................................ $26,953

This road rents "trackage" over 27.61 miles of other roads in
making its terminal connections,but this is assessed to the other
roads, and of course is omitted from the estimate as any other
rented property. If these additional miles were leased and con-
trolled by the road, they should be included. It will be ob-
served that the bonded debt is counted at par, although the
bonds representing it are at a premium on the market. That
premium does not affect the value of the property owned by
the road. It is caused by the desirability of the bonds as an
investment. The bonded debt at its face value is a mortgage
on the road, which is to be paid at its face value when due,
and the market value of the stock measures the fair cash value
of the property over and above the mortgage. The two added
together measure the total value of all the property of the
road. The track owned and controlled by this road is entirely
within the State of Indiana. If a part of it were outside of
the State the average value for each mile would remain the
same, but only the miles within the State could be assessed in
Indiana.

Now, how does the value thus estimated compare with the
value estimated in other ways ? The total cost of the road
and equipment, as reported by the company, was $15,959,-
478.55, or an average of $31,17 o per mile of track controlled.
The net earnings of the road in 1890 were $1,954.80 per mile,
and this is 6 per cent. earnings on an invested capital of $32,-
530 per mile, 7 per cent. on $27,883 per mile, or 8 per cent. on
$24397 per mile. It may be urged with some justice that the
fair cash value of a railroad is not always equal to its original
cost. It may in fact be more or less. It may be urged that a.
railroad can fairly earn more than 7 per cent. net, but it will
hardly be said that other "property in Indiana is assessed for
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less than its 7 per cent. earning value. Certainly it can not
be claimed that the fair cash value of a railroad is not what it
is daily selling for, in cash, on the open market. And yet this
road was assessed in 1890o under the names of L., N. A. &
C,, Bedford & Bloomfield, and Orleans, West Baden & French
Lick) at $4,033,890 for all its property of every description for
the 51o 46 miles of track reported ; or in other words, at an
average of $7,900 per mile, or 29 per cent. of its present act-
ual market value.

In apportioning the value arrived at as above it would be
just to estimate the value of the Bloomfield and the French
Lick branches at less per mile than the main road, of which
they are merely feeders, and place what is deducted from them
on the main lines. The total assessment of $I3,800oo,ooo should
be divided among the three divisions, and from the gross
amount of each should be subtracted the amounts chargeable
as "second main track," "side track," "rolling stock," and
"improvements on right of way," which are required to be
assessed separately. The remainder divided by the number of
miles in the division will give the proper value for each mile
of "main track."

It may be claimed that this method is one of arbitrary as-
sumption. To some extent it is, or perhaps more properly a
matter of judgment, and so is any method of valuation that
can be adopted. It has, however, the substantial merit of
reaching the actual market value of the road, and it also lo-
cates the principal property value where it belongs, in the
" main track." The corporate franchise can hardly be consid-
ered of great value in Indiana. It was probably obtained for
the price of making out the papers, for under our laws a rail-
road could be built anywhere and by anybody. The side
track, rolling stock and buildings are a comparatively small
part of the value of the road. The main track is what cost
most and is of most value. A railroad is a chain in which
each mile of main track is a link equally indispensable to its
existence, and presumptively of equal money value.

There are two cases in which the method above set forth
cannot properly be used. One is when a road or the stock

-and securities of a road are being manipulated by speculators.
In such case an approximate appraisement can be reached by
comparison with the original cost of the road and its earnings
and market value prior to its falling into the hands of those
who appear hostile to its interests. This course would have
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to be pursued as to a number of the leased lines in Indiana.
Another case is when no stock is issued, or for some reasons
the stock is not quoted, as with the Indianapolis Union. In
such cases the value can be approximated from the cost of the
road and equipment, taking into consideration the probable
appreciation in value from the time of construction.

It will probably be urged against an assessment at fair cash
value that railroads are poor, are not earning anything, and
are objects of popular persecution. This plea may be taken
with much allowance. There is no room for doubt that r.ail-
road property is a better paying investment than almost any
legitimate business in the country. In reviewing the profits
of railroads for 1883, Mr. H. V. Poor, the authoritative railroad
statistician of the country, says: "The net earnings for the
year were $336,911,884, a sum equaling about 9 per cent. on
their cost. If the fictitious capital could be eliminated from
their accounts, their success, as investments, would have no
parallel." (Poor's Manual for 1884, p. 4). The year 1884
was considered a bad one for railroads, but as to it Mr. J. F.
Hudson says : " In a year of great business failures and gen-
eral depression, when business men were exceptionally fortu-
nate if they were able to preserve their capital unimpaired;
when the prices of agricultural products were so low that
corn was burned for fuel in the West, and the market price of
wheat in Europe would hardly pay the transportation charges
from Kansas; when manufactories stood idle and artisans con-
fronted starvation-in such a year as this the railway interest
earned 6.7 per cent. on its actual cost, and, if its debt had been
placed on a secure basis, would have yielded the shareholders
9.4 per cent. profit on their investment. Instead of railways
being in distress they have been the most prosperous of the
great investments of the time." (The Railways and the Re-
public, p. 2z3) It can be demonstrated mathematically that
the railroads of Indiana are taking out of the State annually
not less than $6,500,000 of profits to their real owners.

The law fixes no mode of ascertaining railroad values. It
simply provides that the State board " shall appraise and assess
all property at its true cash value, as defined by this act, ac-
cording to their best knowledge and judgment." The method
set forth above is substantially what has been advocated to the
old board for three years past by Dr. Van Vorhis, as attorney
for the commissioners of Marion county, and, what was re-
peatedly asserted to be the intent of the law, during its pass-
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age, by the Sentinel. It is, in fact, what was actually in con-
templation by the Legislature at the time, as is witnessed by
the fact that the law everywhere calls for the assessment of
stocks at their fair cash value. *

The Pennsylvania special tax commission of 1887 recom-
mended the passage of a law requiring the value of railroad
property to "be determined by adding the whole amount of
their funded debt at par to their entire capital stock at its act-
ual value." In this State it was deemed wiser not to hamper
the State board because the rule could not be applied in some
cases. The spirit of the law, and reason and justice provide
that it shall be applied where practicable, and approximated
where impracticable. The State board has shown a disposi-
tion to do its whole duty thus far, and presumably can be re-
lied upon to do an act of long-deferred justice in this matter.

IV.-TAXATION OF INTERSTATE COM-
MERCE.

Aside from railway companies the principal corporations
falling within the scope of the interstate commerce powers
of the United States are express, telegraph, sleeping car, and,
to some extent, telephone companies. For this reason these
corporations may be considered together, and also for the
reason that the provisions of the new law as to them form
the sole basis for the charge that the last Legislature reduced
the taxes of corporations on one hand while it increased the
burdens of the people on the other. I fancy that nothing
can be much more amusing to any person who followed the
proceedings of the last Legislature than the charge that it
showed undue favor to corporations. At least one-third of
the members, both Republicans and Democrats, were members
of farmers' organizations, and their chief aim appeared to be
to "whack it to the corporations." The remaining members
were more conservative, but the exigencies of political exist-
ence had impressed them with the feeling that they had better
go with their more radical brethren to the extent of dealing

*The system of valuation here advocated was used by the State Board
of Equalization. (Report p. 213.) The practical results are shown in Ap-
pendix I, except that the actual values have been reduced about 30 per
cent. to correspond with other values as indicated in Chap. 6.
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out even-handed justice to the corporations. This produced a
happy concord of policy amd propriety. There were more
bills and resolutions aimed at corporations introduced in the
last Legislature than in any two Legislatures that ever met in
Indiana, but that is a fact of no great importance. What is
important is that the Legislature accomplished some valuable
results in this direction. Leaving everything else out of con-
sideration, if the new law secures the assessment of railroad
property at its fair cash value, it will be of greater benefit to
the people of Indiana than all the corporation legislation of
the last twenty years.

It is one thing to believe that a certain result should be
accomplished, but a very different thing to say how to ac-
complish it. This truism has special application to the taxa-
tion of the corporations now under consideration, for how to
accomplish that is probably the most puzzling problem in
American taxation. Almost anyone will concede that they
should be taxed on more than the value of their tangible
property, but no one has yet discovered a satisfactory way of
doing it under the interstate commerce laws. Everything
they own in the State that can be found by the assessor is
taxed like any other property, but they are transacting a large
business here while they own very little property. How are
you going to reach that business? If you tax it directly the
United States courts will hold your law invalid as an inter-
ference with interstate commerce. Can you reach it indirectly?
That is what we have been trying in Indiana for ten years
past, and other states have been doing the same, but it is still
doubtful whether any valid law has been enacted that will
produce any considerable returns.

The Republican method of meeting the difficulty, if we
may judge from the comments of the Republican press, is to
increase the per cent. of taxation. At least the only objection
they make to the law is that the per cent. is decreased. This
mode seems plausible at first blush. Presumptively the way
to increase is to increase. But this is exactly what the Legis-
lature of 1889 tried and the results were not what had been
anticipated. The history of the matter is as follows: The
original law for the taxation of gross receipts of these compa-
nies was passed by the Republican Legislature of 1881 and
fixed exactly the same rates as the new tax law, that is to say,
I per cent. for express and telegraph companies, 2 per cent.
for sleeping car companies and one-fourth of I per cent. for
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telephone companies, on their respective gross receipts. (Secs.
6,352-6,355, Rev. Stats. of 1881.) This law was resisted and
was held unconstitutional by the Supreme Court. (State vs.
Woodruff Car Company, 114 Ind., 155.) State Auditor Carr
reported the facts to the Legislature, with the following ingen-
ious and conservative recommendation: "I would suggest
that the legislature enact a law by the provisions of which
sleeping and parlor car companies and fast freight lines doing
business within the borders of Indiana may be properly
taxed." (Auditor's Report for 1888, p. 5.)

Toward the close of the Legislature of 1889 Attorney-
General Michener prepared the bills which were introduced
and passed for the purpose of reaching these companies.
They increased the rates of express and telegraph companies
to 2 per cent., telephone companies to i per cent., and sleeping
car companies to Io per cent. The corporations prepared to
resist these laws, and the Attorney-General compromised the
matter, with the consent of Governor Hovey, for the follow-
ing reasons, as stated by himself:

"The collections made from the corporations last mentioned
may be regarded as clear gain for the State, for it is little less
than certain that all of the corporate taxation acts of 1889 are
unconstitutional. I am of this opinion because three of those
acts originated in the Senate and not in the House; they all
purport to be amendments of void acts, and some of them are
open to the objection that it is not clear that it is the domestic
privilege, and not interstate commerce, which is taxed. With
reference to the express companies, it is proper to say that
eminent counsel advised them that the law taxing them was
unconstitutional. They professed a willingness, nevertheless,
to pay a reasonable amount, but claimed that a tax of 2 per
cent. on their gross receipts required them to maintain a dis-
proportionate burden as compared with other corporations
whose operating expenses were much less. On investigation
I ascertained that 50 or 60 per cent. of express earnings are
paid to railroad companies, and being impressed with the
justice of the view advanced, and being desirous of realizing
something, at least, for the State's claim, I offered, with the
consent of your excellency, to compromise the demand for I
per cent. of the gross receipts and to make a recommendation
that a new bill be passed which should, so far as possible,
place such corporations on an equality with other corporations.
I make the recommendation suggested above, believing that
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express companies are now taxed more than other corpora-
tions." (Atty.-Gen.'s report, p. iz, in Doc. Journal, 1890.
Part I.)
- Under these circumstances it might naturally be expected
that the Governor would make some recommendation on the
subject to the Legislature. In his message he gave four pages
to taxation, mainly devoted to a general claim that corporations
should be taxed more and farmers less. He contrasts the re-
turns of the State tax of Indiana on railroads with that of
states in which the only railroad tax is state tax, but makes
no explanation that the county and local taxes on railroads in
Indiana amount to about twelve times the State tax. He
asserts that our State tax is higher than that of other states,
when in fact there were but two states in the Union lower
(Massachusetts and Vermont) and two equal to us (Connecti-
cut and Rhode Island.) It is but just to say that he arrives
at this conclusion through an arithmetical error, as appears
from the figures given in the message, by which he understood
the rate in the states mentioned to be one-tenth of their actual
rate. At the conclusion of this information he says : "Gen-
tlemen, the problem is in your hands, and I trust you may
find a way to solve it by just legislation." This is the condi-
tion in which the question came to the Legislature, and these
were the suggestions from the officers who were supposed to
advise the Legislature of the needs of the State.

So far as I can learn the Legislature did not pay a great
deal of attention to these four classes of corporations. The
difficulties in the way of fair taxation appeared insuperable,
and the revenue derived from them was of practically little
importance. The total amount received from them all, in the
ten years that the law was in force prior to 1891, was
$I,631.44, or an average of $1,163 per year. In considering
the problem of raising an annual revenue of $2,000,000 a Leg-
islature could not profitably devote many days to so small an
item. To some members the only feasible thing appeared to
be to accept the Attorney General's advice and take what
these companies were willing to pay to avoid litigation. Others
thought that an attempt should be made to reach the business

* begun within and ending without the State, or beginning with-
out and ending within the State, which the laws of 1889, pre-
pared by the Attorney General, omitted altogether. This
could do no harm, because if the courts held it invalid they
could still hold the law valid as to business beginning and
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ending within the State. The law was accordingly drawn in
that form. The result of it, so far as the amount of money
collected is concerned, will depend entirely on the decision of
the courts, for some of the corporations, who are said by the
Republican press to be favored by it, have announced their
intention to resist its enforcement. If it is held valid the State
will collect much more than it ever has collected before. If
not; we simply drop back to the basis on which the Governor
and Attorney-General compromised in 189o.

This is the history of the whole matter, and if there is any
political capital in it those who can find it are welcome to it.
It would, perhaps, be more advantageous to the State, how-
ever, to consider the matter as a business question. As to
taxation we might profitably reverse a celebrated aphorism
and say, the fewer politics you have in these men the better.
Personally, I do not believe that any law has been passed in
this State, or any other state, for taxing the gross receipts of
these corporations, that is valid except as to the business
beginning and ending within the state; and that is so small,
whether considered with reference to the amount of taxes paid
or the amount that ought to be paid, that it must always be
unsatisfactory to every one but the companies. The question
then arises, What are you going to do about it? In answer I
submit the following questions: If it is right to tax these
corporations on their business done wholly within the State,
is it not wrong for them to escape taxation on the immensely
more important portion of their business that is classified as
interstate commerce? To this I think every one will answer,
yes. Can interstate commerce be made taxable? Yes. Who
can do it? Congress. Why has not Congress done so long
ago? Because the people did not demand it.*

This is the easy method of escape from the whole difficulty,
and there is an excellent precedent for it. The national banks
were just as completely protected from taxation as these cor-
porations, by the fact that they were "instrumentalities of gov-
ernment" under the celebrated decision of Judge Marshall.
(McCullough vs. Maryland, 4 Wheaton, 451.) Congress,
however, recognized the injustice of permitting them to go
untaxed, and gave the States power to tax them, providing
that such taxation "shall not be at a greater rate than is assessed

*NOTE. The Democratic State platform demands that Indiana con-
gressmen endeavor to procure such a law.
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upon other moneyed capital in the hands of individual citizens
of such State." (Rev, Stats., Sec. 5,29.) There is no reason
why it should not be provided by law that persons or corpora-
tions engaged in interstate commerce may be taxed on their
gross receipts, as those engaged in domestic commerce or
transportation are taxed, proportionately to the amount of such
business transacted within the boundaries of the state. If
there is any fear of injustice to the corporations a limit of the
percentage allowable may be fixed by law.

If the people of Indiana, without regard to party, will let
their representatives know that they want this done, it will be
done, for other states have had quite as much difficulty over
this matter as we have had, and will be equally pleased to
reach a satisfactory settlement. What is the use of cudgeling
your brains for a method of evading a law when you can have
the law changed? Why waste time trying to climb over an
insuperable obstacle when you can have it removed? If we
do not adopt this course we should at least quit abusing one
another for not doing something that cannot be done.

V.-TAXATION OF MONEY.

The provisions of the old law as to the taxation of banks
are not materially changed by the new law, except so far as
the extensive powers of investigation conferred on tax officials
by Secs. 34, 114 and 129 are applicable to banks. The resist-
ance of the bankers to the enforcement of these provisions
and the relegation of the matter to the courts are occurrences
of such recent date that any recital of them would be super-
fluous. The courts will either sustain the officials or the
bankers. If the latter, it will be on the ground that the new
law does not confer the power claimed by the officials, or that
the Constitution will not permit the exercise of such powers,
or both. In any event the struggle over this question will be
renewed in the next Legislature. If the people desire to sus-
tain the officials in the position they have taken it will be
necessary for them to elect legislators who can not be controlled
by the bankers. It may be taken as assured that the bankers
will endeavor to secure the election of men they can control,
and they have a great deal of power when the undertake
anything of that kind.
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The position of the bankers is worthy of serious consid-
ceration. Their claim, as repeatedly made, and published in
the daily press, is that a large amount of the money deposited
in the banks is not returned for taxation by depositors; that it
will be withdrawn if they disclose the names of the depositors,
and that serious injury will result to business generally from
their so doing. The first proposition is one that has been gen-
erally believed for some time, but it is probable that even the
bankers will concede that they have not underrated the amount
nor the evils that will result from its disclosure. It is com-
monly known in business circles that under the old law there
was always a shrinkage of deposits during the two months
preceding April I of each year. This represented the deposits
of those whose consciences were too tender for perjury, but
tough enough to allow evading the law in some other way.
The bankers are doubtless right in their assertion that there
are many others whose moral sensibilities are not so delicate,
and who would, if detected now, resort to some other mode
of concealment. If the courts sustain the officials, how will
you reach that money hereafter? If the courts sustain the
bankers, how will you reach that money hereafter? You are
confronted by the same problem in either event.

In honesty and justice, it is not consistent with the dignity
of the State of Indiana that any class of property should be
permitted to escape taxation through deficiency of the law, if
there is any possible remedy. If the effect of our present
system is, as the bankers claim and every one concedes, to
throw the burden of taxation on honest taxpayers and exempt
the dishonest, we ought to abandon the system and try some
other. It cannot be successfully disputed that our system is
unjust in its practical workings, or that our banking laws are
crude and unwise. They have always been so, but we
have grown accustomed to them and have been reconciled to-
them, as we have to many other evils in the past. Now, for
the first time, the intrinsic defects of the system have been
forcibly brought to the attention of the public by the contro-
versy between the bankers and the tax commissioners. Now,
if ever, the public mind is prepared for radical reform, as it
was prepared for the abandonment of our old election system
by the wholesale bribery of I888.

From a governmental standpoint the only sensible way of
taxing bank deposits is to tax them to the bank and let the de-
positors go. The banks are the legal owners of the money



deposited with them (except special deposits), and receive
the benefits of all profits accruing from it, except what they
pay in interest to the time depositors. This money is all in

351 banks, where it can be easily and effectively reached. The
State deliberately throws away this opportunity, and under-
takes to reach the same money as credits in the hands of a
half million depositors. Of course it fails. Is there any bus-
iness judgment or statesmanship in such a course? Not a par-
ticle. If the people were awake to the advantages of con-
ducting government on scientific economic principles, such a
system would not be tolerated for a moment. If you suggest
the remedy mentioned to the banker he will probably tell you
that it is unjust and preposterous; it would ruin the banking
business; no person who understands banking would dream
of such a thing. At least that is what they say to me. But
let us consider these objections.

If this tax actually fell on the banks it would be no great
burden. With property assessed at its fair cash value, the av-
erage taxation, for all State and local purposes, in Indiana will
not be over I per cent. It should not exceed Ij per cent.
anywhere, unless there is some special tax levied. We all
know that most banks pay from 2 to 4 per cent. interest on
six months' deposits. If they did not make more than that
amount out of the money thus deposited, they would not pay
this interest. But on ordinary deposits they pay no interest at
all, and some banks receive no other deposits. It is true that
if a bank had but one depositor it could not afford to pay
taxes on the deposit, because he could withdraw it at any
time, but neither could it do business. The aggregate de-
posits form a comparatively fixed sum, which varies only with
causes that affect the general business world. The principle
is similar to that on which insurance is based. If only one
man were insured, the company would be ruined if he died
before his premiums and their earnings equaled his insurance,
but with a large number of risks the profits of the business
are absolutely safe. So the average deposits of a bank consti-
tute a fund which it uses without interest. Do you believe
it could not, without injury, pay i per cent. interest on that
sum? Do you believe there is a bank in the State that would
not gladly double its deposits at I per cent. interest?

But as a matter of fact, the banks would not pay the tax at
all. It is a generally understood principle that the direct
payer of a tax always compensates himself when he can by
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adding to the price for sale or use of the article taxed. The
most familiar application of this is in a tariff on imports or
exports. If the importers of this country actually paid the
$2o20,ooo,ooo annually which they put into the United States
Treasury, without reimbursing themselves by adding to the
price of the goods imported, the burden would be intolerable.
There would be no importation of goods. But by adding the
tax to the price of the goods, they reimburse themselves at the
expense of the consumer. The burden being thus distributed
it is not much felt by the consumer, and, if he believes in pro-
tection, he thinks he is enriching himself by paying it. This
shifting of the burden of taxation is known technically as re-
percussion of taxes. It should always be considered in fram-
ing a tax law, and as Dr. Cossa truly says: "A good system of
taxation should take care, as far as possible, that there should
be only that repercussion that is desired and intended, and no
other. For repercussion is often very hurtful, because it fre-
quently is affected by concealed means (e. g., by deteriorating
or adulterating the goods sold)." [Taxation, its Principles and
Methods, p. 63.]

In nothing is repercussion more complete than in the tax-
ation of money, and I know of no more satisfactory evidence
of this than the testimony of bankers. A dozei years ago the
national bankers were protesting, and with some reason, on
account of high taxation, they being taxed 'by the States as
other moneyed capital, and also specially taxed by the national
government at a rate estimated to be 2 95 per cent. on their
capital. I will quote some of their statements made at that
time. R. H. Thurman, cashier of the First National Bank of
Troy, N. Y., said:

And now I ask, who has paid this large sum for the use of money? In
the first instance, the customers of the bank, the merchant, the manufac-
turer, the builder, the farmer, the borrower of whatever trade or occupa-
tion. * * * Whatever tax, therefore, is levied upon the capital, circu-
lation and deposits of a bank is paid by the borrowers of money, and is a
tax upon trade, industry and business. [Proceedings American Bankers'
Association, 1877, p. 102.]

W. E. Gould, cashier of the First National Bank of Port-
land, Me., said :

Money, like water, finds its level. The people will suffer in the end
more than banks. We can never be compelled to lend money without se-
curity, or upon a vagabond name, or below what money is worth. And if
the banks are squeezed with taxes, as a rule, the people will pay the taxes
in the end. [Proceedings American Bankers' Association, 1878, p. 117.]
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Mr. John Nollen, cashier of the Pella National Bank,
Iowa, said :

It is time the public mind should be disabused in this regard. How-
ever pleasant it may be to shift a large proportion of their taxes on their
depositories of ready cash, the public should understand that they cannot
" eat their cake and have it." A hundred or a thousand men may clique
together and cause their taxes to be paid out of their common fund, each
individual supposing that he thus evades the payment of his particular
share; but sooner or later a division will demonstrate the falsity of the
preposterous assumption. [Proceedings American Bankers' Association,
188b, p. 82.]

Quotations to the same effect might be multiplied, but they
are unnecessary. Throughout the discussion of the matter,
which continued for several years; no banker disputed this
proposition, and it cannot be successfully controverted, be-
cause it is true. But if true, why tax money at all ? That is
another question ; but if you do tax money you should tax it
so that there is not a discrimination against the honest tax-
payer. Moreover, it must be borne in mind that it makes no
difference in whose hands the money is taxed so far as the
ultimate results on the business of the community are con-
cerned. The repercussion will occur and will reach the same
points in any case. There is, however, one feature to be con-
sidered here. "Evidently the entire immediate repercussion
will not fall on the borrower. Part of it will fall on the de-
positor, who now receives interest on his deposit, for the
banker will not pay the same rate of interest if he pays the
taxes. To the taxpayer who returns his money on deposit
truly this will make no difference. If he receives I per cent.
less interest and pays I per cent. less taxes he is not affected.
The tax-dodger, on the other hand, will be made to pay what
is justly due from him.

But will not this cause a withdrawal of deposits from
banks ? It possibly may to some extent, but this will be
much more than compensated by increased deposits from
other sources. Not only much of the money that is " hid in
stockings," but also much that is concealed in safety deposit
vaults, would be deposited in banks if it were known that the
depositor was exempt from taxation on money in bank. One
of the chief objects of such concealment would be removed,
and large amounts that ought to be in circulation would thus
be put in circulation. The exemption of the depositor is no
injustice so long as the bank pays the taxes. There have been
laws that have taxed both bank and depositor, and courts have
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upheld them (-7 Cal., 35; 20 Kan., 596), but the injustice of
such a rule is too apparent to need consideration. As the
amount properly taxable is an average amount, it should not
be determined by the deposits on any one day, but by the act-
ual average. The system of the old United States law, which
taxed the monthly average, was equitable and satisfactory.

It would be foreign to the subject to discuss a reform of
our State banking laws here. They could be much improved
by additional safeguards, such as are provided in the National
Bank law. I will offer one illustration of the looseness of the
present system that has a direct bearing on taxation. The
firm of Dwiggins, Starbuck & Co. does business in Chicago.
Its stated capital is $350,000. It operates more than a dozen
banks in Indiana. These banks report no capital here. They
send all their spare funds to Chicago, or at least do not report
them for taxation here. Their entire taxable property in some
cases is reported at less than 5 per cent. of either their de-
posits or their loans. The reader may draw his own conclu-
sions. This sort of business is unjust both to the taxpayers
and to our banks, which, of course compete at a disadvantage
if they return their property for taxation fairly.

There is one other matter to be noticed in this connection.
It is absolutely impossible to maintain an equitable system of
taxation in this or any other State so long as the " greenback "
currency is not taxable. It is the common refuge of the tax-
dodger. I believe it can be safely said that the amount of
"greenbacks" listed in this State on tax returns is equal to
one-third of the entire issue of greenbacks, and that the
amount claimed as exempt for that reason in the United States
is equal to ten times the entire volume of greenbacks in exis-
tence. It is simply an outrage on the taxpayers of the whole
country that Congress permits this portion of our currency to
remain non-taxable. There is no excuse for it whatever.
When the greenbacks were originally issued the exemption
from taxation of course aided in keeping up their value, but it
was not certain even then that Congress intended them to be
untaxed. The Supreme Court, however, held that they were
"U. S. securities," and therefore within the exemption law.
(7 Wall., 26.) When the National Government resumed
specie payments there remained no reason for their exemp-
tion, and they should have been made taxable. At the time
the late Senator McDonald, whose sound financial views gave
him a national reputation, twice introduced bills in the Na-
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tional Senate to subject greenbacks to local taxation. (Con-
gressional Record, 4 5 th Cong., 3 d sess., p. 341 ; 4 6th Cong., Ist
sess., p. 16.) Both bills were smothered in committee, and
presumably by the influence of the moneyed capital of the
country. If the honest taxpayers of this country were alive
to their interests they would demand that the greenback cur-
rency be made taxable at once. *

I am aware that the suggestions made above would mean
a very radical reform, but that is what is needed. I know they
are calculated to startle the reader on first presentation, but I
believe that, like Mr. Lincoln's rat-hole, they will "bear look-
ing into." After long consideration I believe they are just
and right. I disclaim any hostility to banks or bankers more
than is necessarily involved in advocating a fair tax law. I
have friends among the bankers of Indiana whose friendship
I prize highly, and who I believe are willing to be just to the
community as well as to themselves. I advocate nothing
more than that.

VI.-THE EQUALIZATION REACHED.

As I have heretofore shown, the chief evil of our old tax
system was in the failure to secure an enforcement of the law
as to assessment at fair cash value, and the necessary result of
inequality between counties of the State, townships of each
county and individuals of each township. The rectification
of this evil was the chief purpose of the new law. To that
end every step in appraisement was guarded as carefully as
possible. The taxpayer was required in addition to the
former oath to swear that his valuation of his property was at
"the usual selling price * * * at private sale, and not at
forced or auction sale." (Sec. 53.) The assessor was no
longer permitted to accept the taxpayer's valuation as under
the old law (R. S., Sec. 6,330), but was required to determine
the value, with privilege of examining "the party or any
other person" under oath. (Sec. 48.) If a taxpayer refused
to make a sworn statement the assessor was required to

*NOTE. The Democratic State platform demands this reform. Sev-

eral efforts have been made to secure it since Senator McDonald's. A bill
for this purpose, introduced by Senator George, (Senate bill 1.699, is now
pending in Congress, and has received the support of the Indiana Senators.
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examine under oath any person whom he believed to have
knowledge of the facts and fix any value he deemed proper
(Sec. 51), and to this a penalty of 50 per cent. was added.

(Sec. 56.) No return could be accepted without oath, and if
the party claimed to have no property of any kind specified
in the list he was required to write the word "none" after such
specification. (Sec. 53)

To insure system and equality in the original assessment,
the office of county assessor was created, and this officer was
required to make examination of the public records and revise
the work of the township assessors, as well as to exercise
general supervision of the work. (Sec. 113.) The old
County Board of Equalization, which consisted of the County
Commissioners and four free holders appointed by the Judge
of the Circuit Court, was replaced by a Board of Review,
consisting of the County Assessor, Auditor and Treasurer.
(Sec. 114.) The old State Board of Equalization, which
consisted of the Governor, Lieutenant Governor, Auditor,
Secretary, Treasurer and Attorney General, was replaced by
a board consisting of the Governor, Auditor and Secretary,
with two members appointed by the Governor, of different
political parties, who are required to devote their entire atten-
tion to the business of assessment and are paid salaries of
$2,ooo per year.. (Secs. 117-122.) All officials are put under
ironclad oaths to assess and equalize at fair cash value, and
are made subject to fine and imprisonment for either under-
valuation or over-valuation. (Sec. 256) They are all given
full power to examine the books and papers of any person or
corporation, and the boards are given power to fine and,im-
prison for contempt any person who refuses to answer or
exhibit books and papers. No officer or board is bound by
the assessment of any inferior officer or board, but is required
to assess at true cash value throughout. The former absurd
restrictions on the State Board are abolished and it is required,
if necessary, to increase the assessed value of the entire State
to the point required by the law.

In brief synopsis these are the provisions of the new law
to secure equal assessment, which are elaborated with great
care in the body of the act. It is evident that they put assess-
ment on a much better and more business-like basis than it
was before, and is it difficult to see how the Legislature could
have gone much further in this direction. Counteracting the

ffect of these provisions since the passage of the law there
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have been two strong forces, (i) individual and local interest
and (2) the clamor of a partisan press. The first is a constant
force in all tax systems. It is always with us, and its effects
are easily understood. No man desires to pay more than his
just proportion of taxes, and none will be apt to resolve any
doubts against his own interests. If a taxpayer thinks that
others are evading the law, and he will always be safe in
thinking so, he is tempted to evade it also in order to put
himself on a basis of equality. We notice this most, perhaps,
in the proportion of assessments between various counties.
The State rate is fixed, and any county escapes taxation in
exactly the proportion that it is assessed below other counties.
The mode is so simple, so well understood, and has been so
generally practiced in the past that it is very difficult to get
rid of it, if indeed that is possible.

The second counteracting force is largely peculiar to the
present situation, and will probably not be in operation here-
after. Certainly it can never have as great weight again as it
has had in the late assessments. As soon as the Legislature
adjourned the Republican press began its attacks on the tax
law, on the theory that it had "increased the taxes of the
people and decreased the taxes of the corporations." The
alleged mode of increasing the taxes was the increase of
assessment. The temporary success of this system of attack
was almost without parallel in the history of political hoaxes.
In some parts of the State a large portion of the people
became almost frenzied. Without reading the law, much less
understanding it (the furor reached its height before the law
was published), they proceeded to condemn it. Even now
there are hundreds of persons who believe that their taxes
have been increased exactly as the assessment has been
increased, and many will, in all probability, continue to believe
this until they pay their taxes. The great mass of the people
now understand that the amount paid will be fixed by the
local levies, and that the resort to fair cash valuation has had
the effect of increasing the assessed value of corporate
property much more than that of individuals. The assess-
ments were made, however, while the delusion was strong,
and, notwithstanding the efforts of the officials who under-*
stood and desired to enforce the law, there was a widespread;
disregard of the provisions of the new law, which has occas-
ioned a great deal of revision and correction by the Reviewing
Boards.
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I do not complain of this partisan clamor. Under our
prevailing theories it would be childish to object to anything
that savors of legitimacy in political warfare. I mention it as
an important factor in our problem of taxation, in the solution
of the question, why has not the law been enforced? For I
believe it has not been enforced, and that under the circum-
stances it was impossible to enforce it in the present year. I
do not understand how any person who has examined the
subject can say that property in any county in the State is
assessed at fair cash value. The best basis for estimate now
available is the average value of lands and improvements as
fixed by the State Board of Tax Commissioners. That Board,
in order to equalize counties, found it necessary to order in
thirteen counties an increase of 5 per cent., in seven counties
an increase of 10 per cent., in one county an increase of 40
per cent., in five counties a decrease of 5 per cent., in seven
counties a decrease of io per cent., and in one county a
decrease of 20 per cent. In addition to these there were four
counties in which changes were ordered as to parts of the
counties, the remainder standing as reported. In other words,
there were thirty-eight counties in which the law had not
been enforced, in the opinion of the State Board, not consid-
ering individual appraisements, as to which there were
changes made in nearly every county in the State.

If the work of the State Board is correct there has been
an immense stride made toward the equalization of property,
as may be seen from comparing the average value per acre of
the counties in 189o and 1891. The least change was in Brown
county, which the State Board left as valued by the County
Board-the advance being from $5.19 to $5.23 average value
per acre, or less than I per cent. The greatest change was in
Newton county, which was ordered reduced 5 per cent.-the
advance being from $7.42 so $I6.o2, or 115 per cent. Between
these extremes there are as many variations of increase as there
are counties, and as to most of them there is no special reason
for the change except that they were heretofore valued too
low. (Of course the counties in the gas belt should generally
have increased more than the rest.) Accepting this basis as
correct, Brown county has been paying more than twice as
much State tax as Newton, on the same amount of property,
and more than any other county in proportion to the increase
shown as to each.

But can the work of the State Board be accepted as correct?
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As to equalization it may be. The work was'more intelli-
gently prosecuted, and with better opportunity for reaching
the truth, than ever before. Absolute perfection in such work
is impossible, but it is probable that the result is approximately
correct-and certainly it is much nearer correct than it has
ever been before. But while there has been a substantial
equalization, there is no evidence that the State is equalized at
fair cash value. I submit that it is simply incredible tfiat the
local authorities of one county in this State assessed the prop-
erty in the county one-fourth too high, seven counties one-
ninth too high, and five counties one-nineteenth too high, when
the standard is " fair cash value." What motive could have
actuated them ? What object could these officers have in re-
porting the property of their neighbors and themselves for
taxation at more than it was fairly worth ? It would be con-
trary to every motive by which men are actuated. In my
opinion the truth is that no county in the State was assessed
at " fair cash value" except, possibly, Floyd county (in which
the 20 per cent. reduction was ordered), and none is on that
basis now. There is a very fair equalization, but it is at about
70 per cent. of fair cash value.

But if this be true, why should not the entire State have
been raised to the Floyd county level? There was an excel-
lent reason. Presumably the personal property in each county
was assessed on the same basis as the realty, but the State
Board can not, under Section 136, increase the value of the
personalty for the purpose of equalizing between counties.
In every county, therefore, where the assessment is raised, real
estate will bear just so much more of the burden of taxes than
personalty. With this in view, the Board probably equalized
on the basis which would make the least change, and that basis
is in the neighborhood of 70 per cent. of fair cash value. The
State Board of Illinois, operating under a statute similar to
ours, has just made a similar decision. After investigation
they decided that the assessment of the State had been made
at about 25 per cent. of "fair cash valuation," and although
the law required them to assess railroads at fair cash value,
they assessed them at the same rate. And this was just,
because the most important thing in taxation is equality,
and the very essence of the constitutional provisions concern-
ing it is the preservation of equality. When you are obliged
either to violate the principles of justice and the clear
intent of the Constitution and the law, or to violate the letter
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of the law, it is best that the latter should be sacrificed.
And yet, although the State Board has probably done the

best it could under the circumstances, and has attained some-
thing like justice, it is very unfortunate that an actual cash
valuation was not reached. Of the two forces opposing the
enforcement of the law that have been mentioned, one will
pass away and the other will grow more formidable with time.
As the people come to understand the working of the law,
and to appreciate the fact that it is a protection to the masses,
it will grow in popularity, and press criticism will cease or
become of no effect. On the other hand, personal and local
interest will remain, and, as public attention is 'diverted to
other subjects, will make greater inroads on the equality that
has been reached. Something must be done to neutralize this
force or it will in a few years destroy equality of valuation.
The principle of assessment at fair cash valuation is worth
more to the honest taxpayer, and especially to the man of
small property, than all the rest of this law or any other law.
When you leave it you are practically without a guide.
Assessment becomes like the old Kentucky method of
weighing hogs-put the hog in one scale, and in the other
enough bowlders to balance it; then guess how much the
bowlders weigh. It is no exaggeration to say that if a county
should succeed in getting its appraisements only half as high
as that of the other counties, its small taxpayers would lose
more by the increase of their portion of local taxes than they
would gain by being released from half their just share of
State taxes.

VII.-SEPARATION OF THE SOURCES OF
STATE AND LOCAL REVENUES.

In considering what necessary means may be taken to re-
tain the equality in assessment we have reached under the
new tax law, and to add to it hereafter, it will be well to keep
in mind the fundamental principle of modern reform legisla-
tion. It is always urged by the enemies of reform that you
cannot make men honest by law. That is true; but you can
sometimes prevent them from reaping the fruits of dishonesty.
There is certainly nothing to be gained by framing laws so,
that the citizen will be tempted to violate them. After cen-
turies of experience, the best mode of preventing wrong-
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doing that has been discovered is to take away, as far as pos-
sible, the motive for wrong-doing, which ordinarily consists of
the profit or advantage derived from it. The Australian bal-
lot law is based on this principle. You can not prevent one
man from giving another money to vote in a certain way, but
you can prevent him from knowing whether the other man
carries out his contract. So as to the school-book law; you
could not compel the publishers not to ask extortionate prices
for the books, but you could cut them off from a market so
far as the public schools were concerned, and the result was
that they speedily reduced their prices to the point at which
they formerly declared they could not afford to sell. The
question now is, Can this principle in some way be applied to
the tax law?

In part, at least, it can. As we have seen, the greatest
source of inequality lies in the effort of various municipalities
to escape their just proportion of State taxes. As the State
levy is fi::ed, they can accomplish this by reducing their ap-
praisement below fair cash value, and at the same time raise
needed funds for local purposes by increasing the local levies.
It is evident that, to avoid this, either the State levy must be
made variable or the sources of State and municipal revenue
must be entirely separated; and it is of the highest importance
to the honest taxpayer that it should be avoided,.because every
departure from "fair cash valuation " is certain to recoil on
him. The first method would probably be unconstitutional,
but, under a proper amendment, might be effected by abolish-
ing the State tax and requiring each county to pay to the State
a certain percentage of its revenue from taxation-for example,
one-tenth-for State revenue. This would be ifi effect a tax
on the income of the counties, and the local taxation would
have to be increased one-ninth above the local necessities to
meet the demands of the State. In 1889 the average total
levy for all purposes was $1.68 on $Ioo. Of this amount the
State levy for revenue was 12 cents, and for school purposes
i6l cents. The school tax, excepting the 4 cent which goes
to the university, is redistributed to the counties, and the State
government has nothing to do with it except as distributing
agent. The various counties show great departures from the
average mentioned, ranging from about $1 in Putnam county
to more than $2 in several other counties. This variation is
largely due to the rate of assessment, Putnam county, for in-
stance, having undoubtedly been assessed higher than the aver-
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age under the old system. This variation will decrease under

the new system, and the several counties will approach much
more nearly to the common average. Of course there are
other causes of variation, such as a large percentage of rail-
road property, which makes the average in Laporte County
only $I.II, or the number and size of towns and cities, which
always cause an increase of the total levy, notwithstanding
the addition they make to the total amount of taxable
property.

There would be several advantages from the adoption ,of
this system of deriving State revenues from a percentage con-
tribution of county revenues. In the first place it would do
away entirely with the temptation to undervalue for the pur-
pose of escaping State taxes. There would remain no pos-
sible escape from State taxes except a decrease of local taxes,
and this is usually an end devoutly to be wished for. It would
put a premium on economy in local government, and yet this
premium would not be large enough to beget miserly economy.
In counties whose levies are above the average the burden of
State taxes would of course be greater than in those below
the average; but there is no injustice in that, because the
levies will be higher in the wealthier and more populous coun-
ties, and those counties derive the most benefit from the insti-
tutions maintained by the State. On the other hand it may
be urged that this would be a tax on progress, because every
addition to county expenses would make an addition to State
taxes. This is true, but for that very reason it would restrict
extravagance in public expenditures. If, however, this objec-
tion should seem important, it could easily be avoided by ex-
empting from the State's percentage all special taxes collected
for new public buildings, or to meet debts created for such
purpose.

The other system for avoiding undervaluation by counties
is the separation of the sources of State and county revenues ;
that is to say, by setting apart certain classes of property to
be taxed for State purposes, abolishing all local taxes on such
property, and abolishing State taxes on all other property.
An effort was made to effect this in the last Legislature by set-
ting aside railroad property for State taxation, but it failed.
The plan then proposed, by what was commonly known as
the Oppenheim bill (H. B. 487), was that railroads should be
assessed and taxed exactly as at present, but that the money
paid by them should be set apart by the County Treasurer and
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paid into the State Treasury, the State levy being abolished.
Against this plan there were three arguments made that were
worthy of consideration. The first was that it was unconsti-
tutional, and as to this lawyers differed, though the reason of
the matter would seem to be that the use to which money is
put after it is collected does not affect the equality or uni-
formity of the taxation, which is not interfered with in any
other respect. The second argument was that Brown, Ohio
and Switzerland counties would be exempted from State tax-
ation, because they had no railroads, and this is true, but there
are necessarily some inequalities in any system of taxation.
The third was that the municipalities in which railroads were
located had given public aid to secure the location, in consid-
eration of taxes thereafter to be paid by the railroads, and this
plan would take away all that compensation. This is partially
true, but in many cases no such aid was given, and in all cases
there was an increase in value of lands, on account of the lo-
cation of the railroad, which would ordinarily afford adequate
compensation for all aid given. Moreover, the bill provided -
for a return of a portion of the taxes to any county in which
the railroad tax exceeded the amount already paid for State
tax.

There were numerous other arguments offered, but none
other worthy of a moment's consideration by any one of ordi-
nary intelligence. I think any fair-minded person will con-
cede that there would be some injustice in taking from the
local governments all the proceeds of railroad taxation, but on
the other hand there is an injustice in permitting them to have
all the advantages of it. The railroad companies derive their
existence from the State. Their tracks are laid where con-
venience dictates in reaching certain terminal points. The
fact that they happen to cross the imaginary lines that bound
a county is not a sufficient reason for giving the people of that
county a monopoly of taxation of their franchises as well as
their tangible property. There would certainly be no injus-
tice in a division of the taxes, giving the State one-half, and
possibly if this were done a system could be devised by which
an adequate State revenue could be raised without a recourse
to a general property tax. There would be no injustice in
turning banks or saloons over for State taxation, and these,
with the present special corporation taxes, and perhaps a
collateral inheritance tax, would afford sufficient revenue for
the current expenses of the State. It should be remembered
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that no change of this kind will make any material change in
the amount of taxes paid by any one. It is simply a shifting
of a burden from one shoulder to another, so that it may be
carried more safely and more comfortably. No one advocated
the passage of the Oppenheim bill more earnestly than my-
self, and no one was more disgusted at its defeat, but I concede
freely that it would not have increased the present burdens of
the railroads to have passed it, and it would not have de-
creased the burdens of taxes on the people more than the
present system. That was not the object of the measure. It
was designed to aid in securing equality of assessment and in
maintaining that equality after it had been secured. The rail-
roads would not have paid a cent more of taxes if it had
passed than they will under the present law.

While the Legislature failed to pass this bill it recognized
the necessity of some measure that would remove the tempta-
tion to undervaluation by counties. This recognition was
given in two forms. The first was a joint resolution reciting
a belief that no equitable assessment could be had "until the
State and local taxes are separated and each assessed and col-
lected independently of the other," and directing the State
Tax Commissioners to prepare and present to the next Legis-
lature a bill for this purpose. (Acts, p. 483.) The second
was a joint resolution for an amendment to the Constitution,
providing "that corporations may be taxed upon their net or
gross earnings in such manner as may be prescribed by law."
(Acts, p. 484.) The occasion for this proposed amendment
is that such taxation would probably be in violation of our
Constitutional requirements of uniformity and equality of
taxation, and the probability is that it would be found desira-
ble to resort to an earnings tax in order to secure a separation
of the sources of State and local revenues. It is very ques-
tionable, however, whether there would be any necessity of
resorting to such a tax, and it certainly would not be wise to
do so in the case of railroads. We have found a system
under which railroads can be assessed as other property, and
public sentiment ought to demand its retention. There is no
danger of any material reduction of railroad appraisements
hereafter. The method by which these corporations will seek
to escape will be the adoption of some new system of taxation,
and that system will be a tax on gross or net receipts.

It is safe to say that there is not such a system in any State
in the country that does not operate to the interest of railroad
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companies. Pennsylvania has had such a system for years,
but the Pennsylvania Tax Commission of I889 reports that
while other property has been paying from $1.20 to $1.50 on
each $ioo of value, the railroads have been paying only 25
cents. Several of the states tax railroads on gross receipts
in addition to the general tax on property value, and in some
states there is added the future complication of a stock tax, or
a dividend tax, or both. The evils of any of these systems
are two-fold, for they remove railroad taxation from the basis
of taxation of other property to a basis that admits of jugglery
and misrepresentation, and they make assessment depend too
largely on the bookkeeping of the companies. If a system is
simple, easily understood and not different from that applied
to other property, the people cannot be deceived as to railroad
taxation; but as you complicate and obscure the system, you
increase the probability of favoritism to railroads and safety
of the tax officials in favoritism. Moreover, a fixed rule of
ascertaining values cannot be applied to the railroads any
more satisfactorily than to other property. Any rule imagina-
ble could be taken advantage of, and the only safe plan is to
allow officials to select their methods of determining values,
and rely on public sentiment to make them do their duty, just
as we do in assessing other property. Certainly no other
State has found any system that would produce such equitable
results as the new tax law of Indiana has secured for the
present year, and it would be an act of folly to abandon a
system that is clearly the best in existence. Of course, a part
of the taxes now paid by railroads to the counties could be
turned over to the State without interfering with our present
system of assessment and taxation of railroad property.

But whatever the system adopted, it is evident that some
remedy must be found for the defect mentioned. It is the one
weak spot in the new law that threatens the existence of the
system. We got past it this year after a great deal of
unseemly wrangling about "relative values" of different
counties, and some vigorous alterations of county returns by
the State Tax Commissioners, but there is no certainty of
doing so hereafter. Indeed, we are confronted by a practical
certainty that counties which imagine themselves overvalued
-which, as they style it, have had "a penalty put on their
honesty"-will resort to undervaluation at the next assessment.
The burden of rectifying such intentional wrong-doing should
not be needlessly put on the State Board. The local Boards
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assess fairly if this temptation were removed. It would be
well, however, for the State Board to retain supervisory and
corrective power to assure equality of individual valuation,
which, as we have seen, can be attained only by rigid adher-
ence to fair cash valuation.

VIII.-EXEMPTION OF MORTGAQED PROP-
ERTY.

It has been urged that the pew tax law is unjust and inad-
equate because it makes no change in the law concerning the
taxation of mortgages, and this will probably have as much
weight as any sin of omission charged against the law, though
it is questionable whether it should have such weight. The"
question of mortgage taxation is a very perplexing one. It
has been settled by a great many people, but unfortunately it
has been settled in so many different ways that the anxious
inquirer is very likely to adopt the conclusion of Mr. Horace
White, "that the elements of the problem are too many and
too variable for dogmatic treatment." The ordinary illustra-
tion of the argument against taxation of mortgages is exem-
plified by the following quotation from the Maine Tax Com-
mission's report:

A has apiece of land worth $1,ooo; B has nothing, but, wishing to buy
A's land, A conveys it to him and receives B's note for $i,ooo secured by a
mortgage of the land. Under our system the land is taxable to B and the
mortgage note to A, thus taxing $2,ooo in value where but $i,ooo exists.

On its face this appears to be a simple statement of fact
which can not be controverted, but as ordinarily elaborated it
will be found to contain four elements of falsehood which
should always be borne in mind when this subject is consid-
ered, viz:

i. This is said to be duplicate taxation, but it is not so.
" Duplicate taxation" has a well settled meaning and is not
lawful, but this taxation is lawful, as is universally maintained
by the courts (Cooley on Taxation, pp. 2I9-226 ) In legal
contemplation the land is property, and the note, or debt, is
property. The effect of the credit system is that it enables a
man to materialize and capitalize his presumptive future
resources. In this case B, who has nothing, is made the
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owner of a piece of land. True he owes for it, but he has
the legal ownership and use of it. He takes the ownership
subject to the burden of interest and taxes, as well as final
payment of the debt, because he expects to profit more than
the total amount of burden by owning it. A sells because he
expects B to pay the debt with interest and taxes. In reality
there are $2,0o00 of property--$i,ooo of land and $i,ooo of B's
capitalized credit-but before the trade the -law took no cog-
nizance of B's earning capacity as property.

2. It is inferred that this situation is forced on the parties
by the law, but it is not. If they had so desired, B might
have taken a lease on the land at a rental equal to the interest,
with a privilege of purchase at the termination of the lease,
or sooner. In that case only $I,ooo of property would have
been taxed, B's credit not being capitalized, and he being a
lessee instead of an owner. This form of contract is very fre-
quently resorted to in some parts of the country, even in cases
of loans, for which the borrower deeds the land to the lender,
who leases it back with power to purchase. If a man prefers
to capitalize his credit and make it taxable it is his own
lookout.

3 It is inferred that the law does not make any attempt
to avoid the taxation of mortgage debt, which is not true. If
B owns any annuities, bonds, notes, accounts, claims, deposits,
or has anything due him in any shape, he is permitted to sub-
tract from such property, in making his tax list, the amount of
his mortgage indebtedness. If A owes anything in any shape
he is permitted to deduct it from the amount of his mortgage
note. (Sec. 53.) Between the two the amount of the debt
usually disappears entirely and only the land is taxed-indeed,
the injustice of the law is probably to other taxpayers, for the
exemption for claimed indebtedness is a common mode of tax-
dodging. The new law adds to the property, from which
debts may be deducted, annuities, bonds and deposits (com-
pare R. S. 188i, Sec. 6,336, with Sec. 53 of Tax Law), and,
in my opinion, this was an unwise concession to an unjustifia-
ble clamor.

4. It is inferred that there is some distinction between
mortgage debt'and other debt, which is not true. Indeed, the
reference to this question as mortgage taxation is misleading.
The mortgage has nothing whatever to do with it. To illus-
trate this, let us draw a parallel to our original illustration: A
has $,000ooo in money, B has nothing, but wishing to go into



business borrows A's $I,ooo and gives his note for it (with or
without security) ; B then buys goods with the $I,ooo and be-
gins business. Under our system the goods are taxable to B
and the note to A, thus taxing $2,ooo in value when but
$I,ooo exists. The same reasoning will apply to any kind of
credit. The security for-the debt has not the slightest effect
on the merits of the question and has been introduced chiefly
through demagogues who desire to make the mortgage debt-
ors of the country believe they are in some way treated worse
than other people. Properly the question should take one of
two forms; either, should a taxpayer be allowed to subtract
his debts from the value of his taxable property ? or, should
credits be taxed at all ?

The first form of the question is the one in which it is usu-
ally put by the mortgage debtor, and an affirmative answer is
expected. He contends that he should pay taxes on only so
much of his property.as he has paid for. If the law permitted
the deduction of debts from the value of real and personal
property, the first effect would be to exempt railroads from
taxation, for some of them are mortgaged to nearly their full
value now, and all of them could be put in that condition by
a few transfers of papers. It may be said that railroad prop-
erty could be excepted, but under our constitutional require-
ments of equality and uniformity in taxation, and the prohibi-
tion of special legislation concerning taxation, they could not.
Their mortgages could not be taxed, because they are held by
non-residents.

The next effect would be a general resort to foreign mort-
gages to escape taxation. From an extended investigation of
the mortgage question I have been led to believe that the pri-
vate mortgage indebtedness of Indiana is between three and
four hundred millions of dollars, and that at least one-third of
this is due to non-residents, and therefore not taxable here.
The enterprising tax-dodger could easily cover his property
with fictitious mortgages in favor of non-residents, and to es-
cape taxation altogether. Aside from any prospective de-
crease of taxables, we should have immediately, from existing
railroad mortgages and private foreign mortgages, a decrease
of over $2oo,ooo,ooo in the taxable property of the State, and
all other property would have to be taxed about 15 per cent.
higher to compensate for this loss. If domestic mortgages
were in fact fully listed, and were not offset by claimed debt,
there would be an equal decrease of taxables from this source,
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but there is little reason to believe that the decrease would be of
much importance. It may be mentioned here that the new
census returns will show much less mortgage indebtedness in
Indiana than really exists. The census, as taken here, in-
cludes no mortgages except those on property occupied by
the owners thereof, which is probably about one-half of the
total.

The leading example of mortgage exemption is furnished
by the State of Massachusetts, which, in 1881, adopted a law
taxing mortgaged real estate jointly to the mortgagor and
mortgagee in proportion to the land less the mortgage and the
mortgage respectively. It has frequently been claimed that
this.system operated satisfactorily, but the evidence of such
result is not clear. In a report to the Boston Executive Busi-
ness Association in October, 1889, made by a special commit-
tee on taxation, the system was extolled to the skies. It was
conceded in the report that the mortgagor always paid the en-
tire tax by agreement, but claimed that he paid less interest.
It was claimed that this had increased the value of real estate,
decreased the rate of interest, and was altogether so beneficial
that "even the well to-do business man can hardly afford not
to have a mortgage upon his home." This may be taken as
the proclaimed view of moneyed capital. On the other hand,
Mr. Thomas Hill, chairman of the assessors of Boston, in a
reply to these claims in January, 189o, demonstrated that, al-
though there had been a general decrease in the rate of inter-
est in Massachusetts, the average rate of mortgage interest
had decreased in the eight years the law had been in force,
but little more than-one-half the tax rate. In other words, the
money-lenders were getting. practically all the advantage of
the exemption. He said :

All the concession that lenders of money upon mortgages have made
to their borrowers they have been compelled to make by the laws of trade,
not by those of the State. I am satisfied that were the laws that sustain
the present exemption of mortgages repealed by the Legislature, as mort-
gages fell due the lenders would take the rate fixed by the money markets
of the world, and pay their own taxes; and if they refused to do so, for-
eign capital would give borrowers all they required at that rate.

But however this law may have operated in Massachus-
etts, Indiana is not in the same condition as Massachusetts.
The mortgage indebtedness of Massachusetts is almost wholly
domestic, whereas that of Indiana, as we have seen, is largely
foreign. Massachusetts can shift part of her real estate value
to her resident mortgagees without loss of taxables, but Indi-
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ana cannot. Unless some plan of reaching nion-resident mort-
gagees can be devised, the Massachusetts system would never
be satisfactory in Indiana.

Should credits be exempted from taxation? In the earlier
years of the State, when the credit system was universal,
credits were not taxed. The kinds of personalty taxed were
named in the law and at first taxed a specific amount, without
regard to value. This gave way to a value tax on specified
classes of property, and this to a general property tax, not
including credits. As the lines between the debtor and cred-
itor classes grew more distinct, an attempt was made to reach
moneyed capital without injuring those who were creditors
because they were so unfortunate as not to be able to collect
what was due them. The law of 1836 included among taxa-
bles "moneys loaned at interest." The law of 1837 added a
provision that notes, bills, checks, drafts, etc., which "have been
purchased with money" should be treated as money loaned at
interest. The law of 1843 reached a general taxation of credits
covering "all moneys at interest owing to the persons to be
taxed, more than they pay interest for, and all other debts
owing to them from solvent persons, more than they are
indebted for." The evident intention of this provision, which
with some modifications has been in force ever since, is to
exempt credits of the debtor class and tax moneyed capital in
the hands of the creditor class. The latter end has not usually,
been reached, and, as it is impossible for tax officials to make
minute investigation of every taxpayer's business, it never can
be fully reached.

If any change is to be made in the law on this subject, it
seems to me that the most sensible plan would be to exempt
credits altogether and permit no deductions for indebtedness.
Of course, if this were done, every demagogue in the State
would say that it was a favor to the creditor class, but I believe
that investigation will satisfy any man that the present system
.s still more favorable to the creditor class, and that it takes
more 'property off the tax duplicate than it puts on. The
opportunities it offers to the tax-dodger are unbounded except
by his conscience. If you tax credits at all, you should tax all
of them. If the money in the State were reached, as has been
suggested, by a tax on the average deposits of banks, there
would be neither necessity nor policy for a tax on evidences
of debt. There are some things called evidences of debt,
however, such as stocks and bonds, that might more properly
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be classed as evidences of ownership, and taxed accordingly.
Aside from the opportunities it offers for concealment of
property, the worst feature of the present system is its dis-
crimination against domestic money lenders, who are taxed on
their credits here, while foreign lenders, who are supposed to
be taxed at their place of residence, are usually not taxed at
all. Hence they can loan at lower interest. Indiana pays
probably $7,000,000 annually in interest to foreign money-
lenders. There is no very widespread sympathy for resident
money-lenders, but it is certainly unwise to encourage such a
large drain of ready money from the State, and thereby enable
resident money-lenders to command higher interest. If the
tax on credits were removed there should also be a decrease
in the lawful rate of interest.

In Maryland, where the advanced ideas of taxation so ably
advocated by Prof. Ely seem to have taken firm hold on the
public mind, credits have recently been exempted from taxa-
tion. The provision appears to give satisfaction in that State,
but it is too early to pass judgment on it. Indeed, as has been
stated, the subject is too complicated and the results of any
tried or proposed system are too uncertain to admit of dog-
matic treatment. The subject has received a great deal of
consideration from theoretical points of view, and always
will, but it is doubtful whether any satisfactory conclusion will
ever be reached except through an accurate observation and
record of the results of various systems in different states.
We have not yet obtained the data upon which conclusions
may be safely based. The question really before us is whether
we should proceed to experiment on this subject or await the
results elsewhere; and unless there should be some clear
expression of public sentiment in favor of the former course,
the more conservative policy will probably be followed. A

*NOTE. The ablest opponent of exemption of mortgaged lands is Henry
Winn, of Boston, at present identified with the Farmers Alliance or Peo-
ple's party. He maintains that the idea is worked up by capitalists for
the purpose of exempting the money lender, and the attempts made at it
in this country have certainly had that effect. Forty years ago Connecti-
cut adopted a law providing that each taxpayer should have his bona fide
indebtedness deducted from the total value of his property for taxation,
and the debt should be assessed to the creditors. [Acts of 1851, p. 63;
Acts of 1852, p. 83.] After ten years of trial the following was adopted:
"No contract heretofore or hereafter made shall be deemed usurious by
reason of the borrower paying, or agreeing to pay, the taxes assessed and
paid upon the sum loaned or the insurance upon the estate mortgaged to
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secure the loan." [Acts of 1862, p. 24.] The lender or mortgagee always
requires this agreement, while the borrower receives no advantage what-
ever from the law.

New Jersey provided in 1866 for the deduction of debts owing to
"creditors residing within this State," and their assessment to the cred-
itor. [Laws of 1866, p. 1,078.] In 1876 provision was made that "no
mortgage or debt secured thereby shall be assessed for taxation, unless a
deduction therefor shall have been claimed by the owner of the land."
[Laws of 1876, p. 160 ] At the same time a law was adopted as to a large
part of the State (New Jersey permits special legislation), which not only
legalized agreements not to apply for a deduction for mortgage debt,
but also provided that a violation of such agreement should make the mort-
gage due and payable, and the taxes paid by the mortgagee should be
added to the mortgage debt. [Laws of 1876, p. 159.]

In Massachusetts a similar scheme was worked. The law there pro-
vided that the lender should be assessed for the amount of the debt, and
the borrower for the remainder of the value of the land held as security,
but it denied the borrower the right to recover the taxes paid for the lender
if he "agreed otherwise in writing." [Acts of 1881, p. 646.] Of course the
borrower always "agreed " before he received a loan, and the process of
exempting the lender was simplified in the following year by a provision
that the mortgage should not be assessed unless the deduction was claimed
by the borrower. [Acts of 1882, p. 131.] The result is that the borrower
is always taxed for the full value of his land, and the lender pays no tax on
his mortgage.

In Oregon a very radical law was adopted, making mortgages " real
estate," and taxing them where the property was located, the borrower be-
ing entitled to deduct the debt. [Acts of 1882, p. 64 ] At the next regu-
lar session of the Legislature a law was passed, making valid all contracts
by which the borrower agreed to pay the tax on the debt, even if the debt
bore the full legal rate of interest. [Acts of 1885, p. 125.] This agree-
ment is always exacted, and the lender pays no tax on his loaned money.

In Michigan the same result has been attained without the usual sup-
plemental legislation. The law recently passed there classed real estate
mortgages as real estate, for purposes of taxation, assessed them to the
mortgagees, and deducted the amount from the mortgagor's property, with
provision that the borrower might recover if he paid the tax. [Acts of
1891, p. 288.] The Supreme Court of that State has recently decided that
contracts by the borrower to pay any tax on the mortgage, whether exist-
ing or made in the future, are valid and binding, even if the mortgage debt
bears the maximum of lawful interest. [Common Council of Detroit vs.
Board of Assessors. Northwestern Reporter for April 16, 1892-vol. 51,
p. 787 ]

If there is any State in the Union where the project of exempting
mortgaged lands has been tried, and has had any effect beyond exempting
the money lender, I have been unable to discover it.

IX.-THE FRANCHISE TAX.

In addition to the general tax law the last Legislature
passed two acts so closely connected with it that they consti-
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tute a part of the same general reform, and have, in fact, been
treated by a large portion of the public as a part of the gen-
eral law, The first of these is the act providing for fees to
the State for articles of incorporation. (Acts, p. 84, Chap. 7o.)
It must be conceded that this act is more important for the
principle it introduces into our economic system than for the
immediate benefits to the State that will arise from it. To
understand its real importance it must be borne in mind that
while nominally this is a mode of taxation, it is, in fact, a
system of sale of franchises, or perhaps more properly, a step
toward such a system. A franchise is property, just as much
as lands, or money, or goods. The law provides for its taxa-
tion as other property, but under the system that has hereto-
fore existed in this State it is property that has been donated
to the corporation that organized under our laws. The State
received nothing whatever for the grant except the general
benefit that was supposed to result to the public from the ex-
istence of the corporation. All that was paid was the fee
given to the official for certifying, copying, or recording the
necessary papers.

It may be noted in this connection that the general public
policy of this country is for the government to get rid of every-
thing of value it owns except what is necessary for immediate
purposes, and this policy, while professedly one of develop-
ment of resources and aid to the whole people, is in truth
maintained by those who profit by our delusion. Take for
example our national land system. In the earlier years of the
nation there was some reason for holding out inducements to
settlers on our frontiers, but even then speculators reaped huge
benefits from our public lands. We have now passed the
stage when there is any excuse for forcing settlement by public
sacrifice, and yet the system continues. We now see bodies of
adventurers grouping about Indian reservations and by invasion
and continued lawlessness inducing the government to force
unwelcome treaties on the owners and open the lands for settle-
ment. We see then a grand rally of reckless and often lawless
people, and a wild rush for possession of lands, in which suc-
cess is frequently attained by cunning, by fraud, or by violence.
We see the better lands held for a few weeks and then sold
for ten times what the government received for them to the
actual settler who desires to pursue the useful occupation of
cultivating the soil. If these lands were sold at auction the
government would'receive the real value instead of the specu-
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lator, and we would be relieved of much of the dishonor that
to-day characterizes our Indian policy.

In other countries there is a very much greater effort made
to obtain compensation for property of the government,
which belongs to the whole people and of which the profits
should go to the whole people by lessening taxes. In this
country our cities have usually given away their natural mo-
nopolies, such as the use of streets for railways, water-pipes,
gas-pipes, etc., and the states have permitted the exercise of
governmental powers, such as the issue of money and con-
demning land for use of railroads, without receiving any re-
turn. In Indiana, prior to the constitution Qf 1851, charters
of corporations were granted by the Legislature and without
compensation to the State, but there is reason to believe that a
portion of the members were not wholly paid by the State for
their services. Obtaining charters, especially for railroad com-
panies, became so difficult and so expensive that the constitu-
tional convention was persuaded to require a system of incor-
poration under general laws, and thereafter the thrifty legisla-
tor was obliged to seek other fields for the exercise of-finan-
cial genius, while the State continued to receive nothing as
before.

There was, prior to 1851, one exception that is worthy of
remark. The charter of the Terre Haute & Richmond Rail-
road Company (now commonly known as the Vandalia) pro-
vided (Sec. 23) that after the dividends should have equaled
the capital invested and io per cent. per annum thereon, any
profits in excess of 15 per cent. per annum should be turned
over to the school fund; and it was made the duty of the com-
pany "to furnish the Legislature, if required, with a correct
statement of the amount of expenditures and the amount of
profits after deducting all expenses." From the extraordinary
liberality of these terms it is evident that the incorporators
did not anticipate any payment to the State, and yet the profits
of the company have been such that it is practically certain
that it now owes the State a large sum of money. In some
strange way the road has always succeeded in preventing the
Legislature from demanding an account of profits, and by even
more remarkable maneuvering it has prevented any final ac-
tion on the subject in the courts. One trial on the merits of
the case was secured in 1872 in Owen county, and the jury
disagreed, standing I i to I in favor of the State. The judge
discharged the jury at 3 o'clock in the morning, in the absence
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of all the attorneys, and subsequently the Attorney General,
who had previously insisted on maintaining this action, dis-
missed the case without consulting his colleagues. Later an-
other suit was brought in Marion county, and taken to the Su-
preme Court, but a part of the papers, for some mysterious
reason, had not been copied into the record, and on this tech-
nicality the suit was lost. No person of common intelligence
will question that this line of fighting is very expensive to the
company. None will doubt that if the company was not
largely indebted to the State it would much prefer to have a
judicial settlement of the matter and so end it. This case stands
at present as one in which a great commonwealth. has been
wholly unable to compel common honesty from a Franken-
stein of its own creation, and as the solitary and not very en-
couraging example of this State's endeavor to secure compen-
sation for a franchise.

Other states have done something in this line, but not
as much as is sometimes supposed. One of the most com-
monly mentioned examples is the Illinois Central railway,
which pays 7 per cent. of its gross receipts to the state an-
nually. In thirty-three years (1855-1888) this road paid into
the State treasury $11,419,052.50, or an average of $346,000

per year, but it must be borne in mind, that during all this
time it was "exempted from all taxation of every kind," and
that at usual tax rates it would have paid nearly as much to
the public. Its dividends in the same period were $57,605,794 50
-over five times as much as it paid the State, and the divi-
dends did not exceed one-half of the net earnings, for this road
has not only made extraordinary betterments, but also has
made enormous investments in other railroad property. It is
probable, therefore, that the amount paid to the state is about
io per cent. of the net earnings, and this would not largely
exceed the proportion paid in this State for ordinary taxes.

But, further than this, the State of Illinois donated to this road

2,595,000 acres of land, which was exempted from taxation
until sold by the company. Almost all this land has been sold,
and the company has netted certainly not less than $5 per
acre from it, so that this road has in fact received more from
the state than it has paid into the treasury, in addition to be-
ing exempt from taxation.

There is no reason why railroad corporations, and perhaps
mining, manufacturing, banking and other corporations, should
not pay annually 2 or 3 per cent. of their gross receipts in ad-
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dition to ordinary taxes, as compensation for the franchises
granted them by the State. Unquestionably they receive from
the state property of actual money value in their incorpora-
tion, and the best method of measuring that value is the profit
arising from the business transacted. The present law, how-
ever, undertakes a percentage contribution on the capital stock
at the time of organization. In the first seven months of its
operation (March 7-Oct. 7, I891) it has brought into the State
treasury the sum of $13,409. This is a good start. It is just
that much more than was ever derived from these sources in
the past. But it is not adequate. It is the compensation for
corporate capitalization to the amount of $17,324,950, clas-
sified as follows under our various corporation laws : Build-
ing arnd savings companies, $7,699,000 ; railways, etc., $i 8oo,-
ooo; mining and manufacturing, $6,692,450; banking, $303,.
ooo; voluntary miscellaneous, $830,500. On its face it seems
evident that the compensation is too small and that the basis
on which it is fixed is not just.

The smallness of the receipts, however, is not due entirely
to the'small percentage charged. The law as framed admits
of evasions, which have already been resorted to by ingenious
incorporators. One class of these is illustrated by the case of
the Chicago, Indianapolis & Chattanooga Southern Railway
Company, which is now surveying its line from Chicago to
Rockport, Indiana, by way of Indianapolis. This road can
hardly locate less than three hundred miles of its line in In-
diana, and if capitalized at anything near the cost of construc-
tion its stock would not have been less than $3,000,000, and
the State's fee not less than $3,000. Instead of that, its capi-
tal stock was made $50,000, and it paid $50 for incorporation.
It is absurd to speak of this as compensation for the fran-
chise, but how can such a result be avoided under the law?
You can not compel a corporation to have a certain amount
of capital stock. In the case of railroads the charge might
be based on mileage, as done in Mississippi in the ordinary
taxation of railroads, but this could not be applied to other
classes of corporations. Of all modes that have been suggested
thus far, the best is a percentage of gross receipts.

The second important form of evasion is illustrated by the
case of a large loan and investment company, whose capital
stock is $I,ooo,ooo. The incorporators intending to carry on
their business in Indiana, prepared to incorporate here, but on
learning that the cost of doing so would be $390 if incorpo-
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rated as a building and loan association, or $I,ooo if incor-
porated otherwise, they organized in Kentucky, paid $3 for
their papers, and proceeded to the transaction of their business
in Indiana. This is an example that can and will be followed
in many cases, and the only way of preventing it is to place
some equal charge on foreign corporations doing business in
this State. But this remedy may be open to serious.objection
on account of the effect it would have on Indiana corporations
doing business in other states, for the common statutory pro-
vision is that foreign corporations may do business in a state
on the same terms that are imposed by the incorporating state
on foreign corporations; i. e., whatever law we make for for-
eign corporations here we make in a number of the states
for our corporations doing business in those states.

It will be seen from these facts that the subject is one that
can not be adjusted without some difficulty, and one of the
chief difficulties will be found in the popular ideas concerning
the organization of corporations. There are a great many
persons who recognize and lament the appalling growth of
power of corporations, but very few seem to consider the par-
tial remedy of restricting their future increase and placing
greater safeguards about them through the laws of incorpora-
tion. We have grown to regard incorporation as a sort of
inherent and inalienable right, and to consider the free exer-
cise of it as putting every one on an equality. Theoretically
this may be true, but practically the power of incorporation is
the weapon of wealth, rfot of poverty. The paupers, A, B
and C, may incorporate to the extent of millions, but they will
be no wealthier or stronger than before. The owners of mil-
lions, X, Y and Z, may incorporate and vastly increase the
power of their capital. We have too many corporations. We
have too high an opinion of their public utility. We under-
estimate their danger. Already we have realized the truth
that the State must rule the corporations or the corporations
will rule the State. We are confronted by the possibility that
it may be too late to turn back. Certainly there must be a
general awakening before adequate reforms can be obtained
in the laws regulating the organization and regulation of cor-
porations.
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X.-THE PRACTICAL RESULTS.
In conclusion of the subject of Indiana's new tax system,

there remains to be considered the law providing for a special
tax of 6 cents on $ioo for the support of the benevolent and
reformatory institutions of .the State (laws of 1891, Chap.
123, P. 334), and it has been necessary to defer this considera-
tion until the returns of the tax duplicates had been made
from the counties, in order to ascertain the exact results of the
assessments and levies. The fact that the State was not rais-
ing enough revenue to pay its current expenses when the last
Legislature met was generally known, but the extent and
character of the deficit were not so well understood. In his
message to the Legislature, at the opening of the session,
Governor Hovey said of the financial condition of the State:

Taking the above figures, not including specific appropriations that may
be passed by the Legislature, as a basis, the deficit over and above the net
receipts for the year 1891 would be $757,080.88. The estimated necessary
expenses of the State government for the year 1892 are $1,873,ogo, and for
1893, $1,998,090o, which would leave a deficit at the end of each year, re-
spectively, of $424,939 and $549,939, to which deficiencies should be added
any additional appropriations that may be made by the Legislature for those
years. Immediate provisions, in my opinion, should be made for the relief
of the treasury, the importance of which can readily be seen, as a contin-
uation of the increase of the State debt becomes a necessity, unless your
honorable body enacts such laws as may increase the receipts of the State
equal to the necessary expenditures and appropriations. * * *

Since 1 877 a sufficient revenue has not been raised to pay the expenses
of the State, and every year has added to our indebtedness, until to-day the
State debt has reached the enormous sum of $8,540,615.12, with a still in-
creasing indebtedness, unless some relief can be obtained by legislation.
With the same system that has heretofore prevailed, we will still have to
borrow money to sustain our institutions and expenses of the State, with
an annual deficit of about $500,000. Surely the day of borrowing for such
purposes should cease. We have no right to mortgage our future revenue
to be paid by those who may come after us.

This statement is fair enough, so far as it goes, with the
exception that the stated probable deficit of "about $500,000"
per annum is obviously an underestimate. The average of
the three years mentioned-I89o, 1891 and 18 9 2-is $577,319,
and to this, as the Governor says, "should be added any ad-
ditional appropriations that may be made by the Legislature."
These additional appropriations will average at least $ oo,ooo
per annum, with a reasonably economical Legislature, and it
was therefore evident that if there was to be made any re-
duction of the State debt, which began to fall due in I892, the
revenues must be increased at least $I,ooo,ooo per annum.
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There is also an inference in this statement that the growth
of the State debt was due to ordinary expenditures, which is
misleading. In 1877 the State levy was fixed with a view to
meeting expenses as the State was then conditioned, and it
had not been increased afterward; but since that time the
State had made large additions to its permanent property, for
the cost of which no special revenue was raised. The princi-
pal of these were the new Insane Hospitals at Evansville,
Logansport and Richmond and the Women's Hospital at In-
dianapolis, the Soldiers' and Sailors' Orphans' Home at
Knightstown, the new buildings at the institutions for the
blind and deaf and dumb, and at Purdue and the State Uni-
versities, and the State Soldiers' and Sailors' Monument.

In addition to these should be mentioned the equipment
of the State House, for though a special tax was.levied for the
construction of the building, it was held that this did not in-
clude furnishing the building after it was constructed, and the
sum of $707,500 was expended on this account from the or-
dinary revenues, and, of necessity, so much was added to the
debt.

As to the necessity for these buildings there can be no
question. No political party has ever questioned the pro-
priety of the expenditures for any one of them, and no party
will ever question it. As. a State increases in population there
is necessarily an increase in the number of unfortunates and
criminals to be cared for, and if the State is increasing in civ-
ilization there will also be a continual improvement in the care
given to these classes. In this case, on account of the pro-
visions of the State Constitution concerning state debt, the
whole matter was submitted to the courts, and the Supreme
Court (composed at the time of four Republican judges and
one Democrat), decided as follows :

"The court has knowledge that the State has been engaged
for several years in providing public buildings and necessary
State institutions, and that unusual and unforeseen expend-
itures have been required, calling for appropriations of public
money. We also take notice that a public law has been
enacted under which a suitable memorial to the valor and pa-
triotism of Indiana soldiers is in process of erection at the cap-
ital of the State. All these are subjects which pertain to the
public welfare of the people and are within ordinary legisla-
tive discretion."-Hovey, governor, vs. Foster, 118 Ind., 502,
(at .p. 510.)
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It is also to be borne in mind that the increase in State in-
stitutions necessitates an increase in operating expenses. In
1877 the total expenditure on this behalf for the benevolent
and reformatory institutions was only $440,000 per annum
(Auditor's Report 1878, p. 13), but at present it has increased
to $I,III,400 per annum (Auditor's Report 1890, pp. ii-12.)
In the same period the earnings have increased $9o,ooo per
annum, so that the net annual expenditure is $570,400 more
than it was when the levy of 12 cents on $Ioo was fixed in
1877. At the same time there had been no increase of valua-
tion such as might ordinarily be expected. The total assess-
ment in I877 was $855,190,125, but it has never been so great
since then except in the one year 1879. On the contrary, it went
down to $728,944,231 in i880, and in its gradual recovery it
had reached only $843,483,466 in 1889. That is-to say, for
fourteen years the State of Indiana had been maintaining a
fixed tax rate of 12 cents on $1oo, notwithstanding her ex-
penses were continually increasing and her tax valuation had
suffered a serious shrinkage. The only wonder is that the
financial condition of the State is so good as it is, and this is
in truth due to skillful financiering. It is a notable fact that in
1877 the annual interest charge of the State was $298,026.99,
while at present it is only $284,325, notwithstanding the in-
crease of the debt; and the ability to refund at lower rates of
interest has demonstrated that the credit of the State is excel-
lent. There has not, in reality been any material carelessness
or profligacy in the management of the State's affairs. It has
simply been a matter of going into debt instead of "paying
as you go."

In fixing the .State levies the Legislature of 1891 was ham-
pered by an uncertainty as to the amount of the assessment
under the new law. Ordinarily, the assessment can be ap-
proximated within a few thousand dollars, but with the pro-
visions of the new law for bringing assessments to the basis
of true valuation, for the purpose of equalizing taxes, no one
could say what the result would be. It was reasonably certain
that actual true valuation would not be reached the first year,
on account of the common supposition that increased valua-
tion meant increased taxation, and the impossibility of making
people understand, without experience and education in the
subject, that the true valuation basis is the fairest, and in every
way best, system. As has been shown heretofore, the actual
increase has been about 50 per cent. instead of over ioo per
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cent., as it should have been, and the valuation now is about
70 per cent of true valuation. But no one could know that
this would be the result, and all that could be done was to
guess at it. The additional rate was therefore fixed at 6 cents
on $Ioo, at a venture, and the results demonstrate that this
was a remarkably good piece of guess work.

The total assessment of Indiana for the current year, as
shown by the duplicates, is $1,255,256,038. The total tax lev-
ied is $17,510o,428 64, of which the amount credited to the
.State, including the benevolent and reformatory institution
tax, is $2,439,556.91. Deducting from this the ordinary delin-
quency, and adding the ordinary collected delinquent tax of
past years, we have a probable State revenue from taxation
for the current year of $2,166,612.30. The actual receipts for
the last fiscal year were $i,096,839.07, and the probable in-
crease is therefore $1,069,872.23, or nearly o00 per cent. This
is a large increase, but it is about what was expected, and it
is not in excess of the needs of the State if there is to be any
reduction of the debt. On the basis of the actual expenditures
of -891, the annual account of the State would stand as
follows:

Income from taxation. ................... . $2, 66,612 30
Income from other sources ................. 400,000 00

Total income ... ....... ............... ..... $2,566,612 30
Net disbursements 1891.............................. 2,520,934 60o

Balance ............................ $ 45,678 70
Of the disbursements of 1891, $20,355.63 was a payment

of outstanding debt, and therefore the surplus above current
expenses would be about $66,00o0.

It has been assumed by opponents of the new tax law that
this increase of State taxes falls on the private property-own-
ers of the State. I affirm that not one cent of the increase of
State taxes, taken as a whole, falls on private property, but
that it is all borne by the corporations of the State. This is
a rather startling proposition, but it can be demonstrated con-
clusively. The theory of the committee which brought in the
new tax law was that, if an assessment of corporate property
could be had on the same basis as other property, the increased
revenue would supply all the needs of the State, and as the
existing revenue from taxation of railroads was about equal
to the total existing State revenue from taxation, it was pro-
,posed to give the proceeds of railroad taxation to the State in



-57-

lieu of the general property tax. When this measure was de-
feated the result was that the State could receive from the
taxation of corporations only the same percentage of taxes
that it received from other property, but, on a fair assessment,
the same increase of taxes would occur and the proceeds
would go into the local treasuries, thus permitting a reduction
of local taxes on the people which would compensate for the
increase of State taxation. The result, therefore, would be
the same, though under the original proposed system- it would
be reached directly and under the adopted system it would be
reached indirectly.

Now, how did this work out in fact ? In 189o the total
valuation was $857,674,387, and the total taxes levied, State
and local, were $14,5I1,146.38. The average rate for the year
was, therefore, $1.7o on $Ioo. In 1891 the total valuation is
$1,255,256,038, and the total taxes levied, $17,510,428.64. The
average rate for the year is $1.40 on $IOO. The average rail-
road taxes for the two years would therefore be as follows:

Assessment. Rate. Taxes.
1891 .....:..................$160,809,575 $1 40 $2,251,333 95
1890........................... 69,762,667 I 70 1,185.955 6o

Increase of railroad taxes ............................. $1I,o65,378 85
Total increase State taxes ................................ 1,o69,772 23

Excess of State increase over railroad increase. .......... , .. $4,393 88

This average will not probably hold good for the reason
that the heavy increase of railroad assessment in counties hav-
ioig a large percentage of railroad property will cause a reduc-
tion of the local levies in those counties, and therefore a de-
crease in the taxes realized.* Allowing Io per cent. for this
probable shrinkage, we will have left only about $115,00o
of the increase in State taxes collected, to be covered
by the increase of the general property tax on banks, tele-
graph and telephone companies, express companies, manu-
facturing and mining companies, and all other corporations.
The exact amount of the increase on these cannot be definitely
shown because they are not classified separately, but it very
largely exceeds this sum. The State Board of Tax Commis-

*NOTE. The actual increase il railroad taxes-is f987,203.28 (See Ap-
pendix 2.) The total taxes paid by railroads for 189o was $1,09393936.78.
The amotint assessed for 1891 is $2,o81,I4o.o6. The amount necessary to
be increased on other corporations to equal the State tax increase is
$82,568.95.
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sioners increased the assessment of corporations other than
railroads $2,993,861, and the tax on this at $1.40 would be
$41,914.05, but this is only the increase above what had already
been made by the local boards, which, as is well known, was
very much greater. It is clear, therefore, that the entire
burden of the increase of State taxes fell on the corporations.

It may be replied that this averaging of taxes will not hold
good with the actual results in detail. It certainly will not in
some cases, and for good reason. Consider the returns given
above.
Total taxes assessed in I89 .......................... $17,510,428 64
Total taxes assessed in 189o ....... .......... .......... 14,511,146 38

Total increase .................................. $ 2,999,282 26
Deduct total increase of State taxes assessed ........... 1,230,547 73

Increased local taxes ..................... ........... $ 1,768,734 53
That accounts for most of the increase. The new tax law

did not contemplate any increase of local taxes at all. Its
objects were only to supply necessary State revenue and
equalize taxation. But here is an increase of local taxes far
in excess of the increase in State taxes. Why ? Either there
has been a necessary increase in local expenses, or local
officers have made higher levies than they ought. They have
done like the Indianapolis School Board, which increased its
levy from 20 to 23 cents, notwithstanding the assessment in
the city had been increased 45 per cent. The blame for this
must rest on the local officers. The law is in nowise responsi-
ble for it. If local taxes had been left as they were last yea;,
the total taxes levied would be $1,768,734 53 less than they are.

Again, there are some counties in which there is an in-
crease of taxes because they were not bearing their just
burden under the old system. This has been considered at
length heretofore, and the injustice of it has been pointed out.
These counties have no reason to complain because they are
put on a footing with other counties which have been bearing
their burdens in the past. They might more reasonably con-
gratulate themselves that they are not required to make up
what they have unjustly escaped in the past. Of course there
will be counties in which the prevailing sentiment will be that
the property is assessed too high as compared with other
counties. There is but one way to escape that complaint, and
that, as has been shown, is to separate the sources of State
and local revenue.
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There will also be several counties in which the compen-
sation will not occur because they have very little corporation

property. In three counties there is no railroad property at
all, and but little corporation property of any kind. On the
other hand there are counties in which the increase on cor-

poration property will be largely in excess of the total increase
for State purposes.

This notable increase of tax on corporations is the cause of
the almost universal resistance to the law by corporations.
How successful they may be in their efforts to overthrow it
in the courts remains to be seen, but there has certainly been
no material flaw in the law pointed out thus far. Whether it-
succeeds or not the law has at least educated the people to
the fact that corporations have been escaping their just share
of taxes in the past, and that they can be reached. In some
sections the demagogical pretenses of politicians, aided by an
increase of local taxes-which in many cases has apparently
been made intentionally, for political effect-will create a
prejudice against the law. But the great majority of the peo-
ple will understand its benefits, and in its main features it will
be retained for many years, bettered and strengthened, but
with no change in the fundamental principles upon which it
is based.
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APPENDIX I.
The following table shows the total assessment, and the railroad

assessment by counties for 1890 under the old law, and for 1891 under
the new law. The names of Republican counties (i. e., those having
Republican county commissioners) are in italics; Democratic counties
in Roman type. Brown, Ohio and Switzerland counties have no railroads.

COUNTIES.

Adams ......
Allen ........
Bartholomew.
Benton ......
Blackford ....
Boone ........
Brown .......
Carroll.......
Cass.........
Clark ........
Clay .........
Clinton .......
Crawford ....
Daviess .......
Dearborn ....
Decatur.......
DeKalb ......
Delaware .....
Dubois ......
Elkhart .......
Fayette .......
Floyd........
Fountain .....
Franklin .....
Fulton .......
Gibson .......
Grant........
Greene .......
Hamilton .....
Hancock .....
Harrison .....
Hendricks .....
Henry ......
Howard ......
Huntington .. .
Jackson......
Jasper ...... .
Jay .........
Jefferson .... .
Jennings.... .
Johnson ....
Knox .....
Kosciusko .....

TOTAL ASSESSMENT.

1890 1891

1

RAILROAD ASSESSME'T

1890 1891

$ 5,590,520
28,501,685
11,373,784

5,904,914
3,115,000
9,792,060
1,606,805
8,380,380

10,953,665
9,135,135
7,169,609

10,133,340
1,384,358
6,486,960
8,312,590
9,557,150
7 115,900

11,259,230
3,872,480

13,897,361
7,321,498

11,203 130
7.584,540
7,767,210
5,465,385

10,111,925
10,468,715
5,944.360
9,653,205
8,718 863
4,371,275

11,246,698
13,389,670
8,223,365
9,202,145
6,932,185
3,838,925
7,678,650
7,461,175
3,529 895

10,346,245
11,564 530
11,576,009

$ 9,757,915
40,318.120
14,965,220
10 528,156
5,303,430

1i 648,680
1,801,657

12,184,299
19,189,500
12,708,630
11,251,457
16,257,330

2,478,777
11,013.148
10,691,935
12,292,735
14,059,595
17,369,790

5,501,435
19,809,425
10,134,786
15,236,970
11,598,250
8,280.035
9 982,980

13,683,445
20,122,055
9,621,590

15,518,485
12,161,757
5,620,655

14,422,702
17,657,790
13 910,790
14,053,4x0
10,054,570
6,807,250

10,131,765
10,462,985
5,948,547

12,879,965
15,085,155
17,780,460

$ 471,505
2,857,485

570,835
624,423
272,150
590,405

572,840
1,287,170

938,504
693,043
781,785
194,170
550,820
647,390
590,745

1,313,470
635,745
300,130

1,252,820
315,658
298,885
751,235
169,250
577,990
700,095
688,130
376,119
395,675
631,547
167,475
942 804
966,630
480,8'5
726,150
789,615
538,465
487,950
191.455
637,890
451,475
715 645

1,535,314

$1,281,550
5,335,275
1,830,345
1,731,651

720 645
1,388,950

1,211 035
2,794,820
2,440,090
1 442.693
1,787,935

463,062
1,215,720
1,355,980
1,265.500
2,752 250
1,482,665

698,975
2,168,355
1,029,628

954 215
1,939,250

358,775
1,506,685
1,503,405
1,514,185
1,232,272

843,565
1,745,200

391,880
2 227,648
2,719,640
1,088,250
1,464,230
1,826 275
1,425,566
1,154,475

707,285
1,751.377
972,055

1,780.765
3,013,940
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COUNTIES.

Laqrange .....
Lake ........
LaPorte .... .
Lawrence .....
Madison ... .
Marion ....
Marshall .....
Martin ......
Miami . .
Monroe ..... .
Montgomery ...
Morgan ......
Newton .......
Noble . ......
Ohio .........
Orange .......
Owen ........
Parke........
Perry ........
Pike .........
Porter ........
Posey. .....
Pulaski ......
Putnam ......
Randolph ....
Ripley ... . .
Rush........
Scott........
Shelby ......
Apencer......
Stark .......
St. Joseph ...
Steuben.......
Sullivan . ...
Switzerland ..
Tippecanoe ...
Tipton .......
Union .......
Vanderburgh ..
Vermillion....
Vigo ........
Wabash .....
Warren .
Warriek ....
Washington ..
Wayne ......
,W ells.......
White ......
Whitley .....

TOTAL .....

TOTAL ASSESSMENT.

1890 1891

6,463 815 9,557,94(
11,084,270 23,004 615
16,436,597 22,741,587
5,690,585 8 321,455

11,337.010 22,451,89(
78,148,190 124,665,22(

8,959,550 13,887,45(
2,456 025 3,578,22(
8.677,155 14,409,475
5,751,035 7,283,80(

15,862,649 20,099,805
7,745,890 9,356.337
3,633.769 7,583,121
8,714,642 15,320,218
1,456 445 1,953.69(
3,599,717 4,131014
4 876,536 6,204,36(
9 887,040 11,805 06
2,438,465 3,385,59(
3,922,535 5,669 386
9,134,565 13 824 51(
8,414,715 10 116,765
2,964,075 5 052,04(

13,225,075 16,359,07
12,626,460 16 925,54(
4,277,450 7.110,085

12,357,675 16,809,44(
1,819.035 2,647,611

12,811,335 17,833,58
4,993,355 6,534,49(
2.370,581 4,254,59(

16,175 560 24,964,15(
4,237,070 7 341,25(
6,867,520 10,444,60
2,915,735 4,363,58(

20 721,430 25,976,69(
4,686 630 8,057 11(
4,671,575 5,511,64(

22,727,590 34 969,12(
5,549,370 7,170,98

25,722 255 30,812,78(
12,440,410 17,168,49
5,591,905 8,574,67(
4,977,600 6,643,96
5,807,535 7.090,24

23,967,162 26,387,19 -

7,121,115 10,884,37
5,893,715 10,483 57
7,344,440 11,679,02

$857,674,387 $1 255,256.03

0

5
)
0
0
0

5

0

0

0

0

0

5

8

0

0

0

4

5

5

5

8

RAILROAD ASSESSME'T

1890 1891

261,750 469,385
4,558,025 8,053,260
3,351,996 6,444,587

663,420 1,691,710
931,415 2,157,570

3,385,745 11,230,520
.1,774,660 3 703 685

298,170 666 620
893,595 1,867,065
26°,150 669,590
799 374 2,139,665
261,430 720.657
616,057 1 786,601

1,254,346 2,462,651

174 510- 384;693
275,258 830,930
587,385 1,668,115

63,610 151,350
173,010 446,708

2 851,185 5,450,47,0
727,000 1,486,170
492,015 1,246,520

1 071,310 2,347,735
910.610 2 365,535
417,710 902,165
509,325 1,847,175
286.630 660,155
600,995 1,857,435
310,645 739,670

1,140,075 2 557.316
1,406,230 2,? 60,340

186,685 396,045
532,760 1,204,970

1 243,320 2,466,850
456,550 974 530
181,445 563,980
972 950 2,042,955
463,910 1 225,275

1,207,825 2,511,815
861.820 1,631,095
467,045 1,043,511
207,965 526,630
229,835 570,115
901,821 2,358,753
422,840 1.145,190
719,830 1.801.900

1,095,665 2,191,445

$69,762,676 $161,039,169~
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It will be seen from the table that while the general in-
crease of assessed values was $397,581,651, or an advance of
46 per cent. over 189o , the increase in railroad valuation was
$91,276,493, or an advance of 130 per cent. Over last year.
As all property taxes are levied at equal rates on all property,
the burdens of various classes of property will be in propor-
tion to their assessed value. Classing railroad property sepa-
rately, the relative burden borne by it and by other property
for the two years is as follows:

1890-

Real Estate ......................... $ 553,937,744 = 64 6 per cent.
Personalty .......................... 233,973,967 = 27.3 per cent,
Railroad ........................... 69,762,676 = 8. 1 per cent.

Total...........................$ 857,674,387 = 1oo.o per cent.
1891-

Real Estate., ................... . $ 798,6oo,323 = 63.6 per cent.
Personalty .......... ........... 295,616,546 = 23.6 per cent.
Railroad ....................... 16I,039,169 = 12.8 per cent.

Total........................$ 1,255,256,038 = Ioo.o percent.

That is to say, the new equalization takes I per cent. from
the burden of real estate, and 3.7 per cent. from the burden of
personalty, and adds 4.7 per cent. of the total taxes to railroad
property. The law aimed to reach money concealed in banks,
but under the recent decision of the Supreme Court it fails to
accomplish that result. The personalty listed is chiefly visible
property, such as merchandise, household goods, cattle, tools,
etc. If money could be reached the percentage of personalty
would be materially increased and the burdens of other prop-
erty proportionately decreased.

The total assessment in the forty-six Republican counties
increased from $439 252,270 to $630,198,313, or $190,946,043,
being an advance of 43 per cent. The total assessment in the
forty-six Democratic counties increased from $418,422,II7 to
$625,057,725, or $206,635,608, being an advance of 49 per cent.
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APPENDIX 2.

The following table shows the total taxes levied for 189 o and 1891, the total increase
or decrease, the increase of State taxes, and the increase of railroad taxes, by coun-
ties. Counties having Republican Commissioners are in italics:

Increase of Increase of
COUNTIES. Total tax Total tax Total incrse State tax, Railroad

levied 189o. levied 1891. *Decrease. incl benev. taxes.
& reform fund

Adams .......
Allen......
Bartholomew
Benton ........
Blackford ...
Boone .......
Brown........
Carroll ......
Cass.......
Clark.........
Clay ....
Clinton.....
Crawford .....
Daviess ....
Dearborn.....
Decatur .......
DeKalb ...
Delaware .....
Dubois .....
Elkhart .......
Fayette .......
Floyd ....
Fountain....
Franklin ......
Fulton..... ...
Gibson .......
Grant.........
Greene .......
Hamilton.....
Hancock .....
Harrison ......
Hendricks.....
Henry ......
Howard ......
Huntington ...
Jackson ......
rasper ........

ay ..........
7efferson ....
Yennings .....
Johnson .......

nox .........
Kosciusko .....
Lagrange.....
Lake .....
LaPorte .......
Lawrence .....
Madison.......
Marion .......
Marshall ......
Martin ...
Miami.........
Monroe....
Montgomery..
Morgan ......
Newton .......
Noble.........

$ 109,818 48
418,995 78
230,782 84

1o8,609 26
60,226 67

151,015 12

28,628 95
139 721 68

211,900 97
194,037 12
116,373 37
201,836 90
41,780 82

95,298 95
115,977 45
151,001 35
157,787 55
186,573 61
67,421 89

239,126 58
98,803 26
117,660 72
162,669 24
115,297 99

93.771 74
170,615 78
212,052 02
112,092 22

192,604 42
154,032 09

75,789 10
165 483 05
207.764 75
151,083 05
172,375 14
153,764 15
81,334 30
139,255 01

114,244 49

72,675 52
162,820 57
146,948 41

20i,c82 85

97,001 47
172,6?5 29
192.355 16

98,182 40
219,828 o8

1,463,735 80

146,928 39
60,735 50
181,769 89
859158 53
223,377 42
149.318 78

71,651 74
146,720 o06

$ 138,423 46
461,330 68
240,999 37

156,734 73
80,423 51
185,479 62

31,741 98
169,979 16

191,249 37
148,911 43
146,928 76
259.008 05

48,537 33

145,738 68
186, 40
182 15 13

267,787 87
66,719 22

276,817 88
114,815 36
152,026 56

194,954 38
113,365 84
106,579 22
206,483 85
278,706 42
141,881 80

230,595 80
163,504 14
8o,oo 92
213,112 19

253,593 79
172,971 21
204,Y72 30

152,031 43
107,419 29

182,679 63
136,605 92

94 370 23
180,350 o2

170,083 74
267,552 55
143,799 12

.306,701 17
240,215 97
132,865 61
284,339 82

1,891,502 68
175 841 20
60,976 

9o
181,208 19
112,079 99
224,913 56
166 281 84

97,376 93
168,365 57

$ 28,604 98
42,334 90
10,216 53
48,125 47
20,196 84

34,464 50
3,113
37,257

020,651

'45,125 69
30,555 39
57.171 09

6,756 81
56,224 61
29 761 23

3 5,b89 05
24,367 58
81,214 26

7o02 67

37,691 30
16,o12 o10

34,365 84
32,285 14
'I,932 15
12,607 48
35,868 07
66,654 40
29,789 58
37,991 38

9,472 05
4,221 82

47,629 14
45.829 04
21,888 16
32,496 16
*1,732 72
26,084 99
43,424 62
22,361 43
21,694 71

17,529 45

23 135 43
66,469 70
46,797 65
134,075 88

47,860 Si
34,683 21

64,511 74
427,766 88
28,912 81

241 40

4561 70
26 921 46
1,536 14

16,963 6

25,725 19
21,645 51

$ 10,666 56
38,408 09

14,147 01

11,897 16

5,913 88

14,530 02
1.307 82

11,828 77
21,363 19
11,90 58
11,777 $I

17,026 21
2,810 39

11,981 85

,9 58
8,955 93

16,688 or
18,659 70

,260 o7

7,614 3
14,178 42

13,489 34
5,519 83

11,413 60
12,474 90
23,717 16
10,203 64
15,936 81
11,424 22

4,819 57
12,440 83
15,600 09

15,248 39
14,261 40

9,853 57
7,620 84
8,880 86
9,915 47
6,473 37
o10.788 38

,13,193 01

18,o66 31

9,428 71
28,976 09
21,157 36
8,218 74
26,957 65

130,609 96
14,203 36

3,372 89
15,57I 04

0,089 59

17,134 19

7,536 42
9,312 55

17,217 72

$ 6,623 18
14,076 02
16.371 oz2
13,648 12

4,852 90
8,812 40

4,998 44
5,439 43
7,999 95
5,581 97

12,09969

2,473 69

9,457 57
9,589 36
9,344 5
4,949 1

12, 58
2, 37
9,682 89
9,022 90
6,410 79

16,515 93
2,145 59

5,715 09
10,247 04
6,o81 97
9,377 22

5,755 76
10,979 14
2,406 19
S1 505 51

22,049 05

4,465 22
8,282 29
9,512 II

I11,o077 91

11,507 99

6,279 67
11,942 68

5,867 05
9,597 7'

19,101 IO

1,893 98

40.309 53
27,332 33
15,087 51
10,843 55

95,344 02
17,028 50

3-507 40

2,720 43
5,775 51
12,453 25
7,800 59

12 404 30

6,119 75
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Increase of
Total tax Total tax Total incr'se State tax, Increase of

levied 189o. levied i89i. ;:decrease. incl. benv. Railroad
&reformfund taxes.

Ohio......... 22,349 14 28,331 08 5.981 94 1,778 07 ..............
Orange ....... 58,232 89 71,941 54 13,708 6; 3,112 53 3.i85 82
Owen ........ 79,193 34 90,627 30 11,433 96 5,313 52 6,356 oS
Parke ...... 151.576 or 168,i5a o 16,576 co 10,040 07 12,203 57
Perry. ..... 55 4°9 92 78,419 45 22,929 53 3,42 43 2,139 29
Pike. ...... 82,708 94 77,883 14 *4,825 80 5,583 36 2,227 67
Porter......... 143,

9
6
4 
28 207,502 73 63,538 45 13,857 67 35,723 16

Posey ......... 139 797 36 163,037 47 23,240 I1 8,168 05 ii,i 3 o 04
Pulaski........ 66,875 59 79,910 78 13,035 19 5,499 93 7,544
Putnam ..... 145,325 33 1

6
9,013 43 23,688 10 13,469 27 11,063 88-

Randolph ..... 208,243 67 258,594 45 50.350 78 15.263 70 20.804 91
Ripley........ 75,65 88 102,98I 09 27,365 21 7.750 34 5.149 69
Rush .......... 16,806 43 23 4 .708 43 47,902 00 14,922 21 17,653 99
Scott .... .... 38,939 47 35,453 47 *3,486 oo 2,578 95 2,421 78Shelby........ .... 91,87 8 216,416 46 24 545 66 16542 99 12,652 53
Spencer ........ 101488 87 107,121 76 5,632 89 5,738 76 5.515 61
Starke. 54,286 86 72,542 27 18 255 41 4,807 74 17631 41
St. Joseph .... 241,146 69 322,923 68 81,776 99 25,686 27 1o,oo6 81
Steuben....... 1oo,789 51 99,976 57 '892 94 8,146 83 1,763 25
Sullivan....... 126,862 46 135,506 78 8,644 32 10,581 23 4,677 85
Switzerland... 52,021 02 52,443 04 422 02 4,317 o06 .
Tippecanoe.... 385,633 72 448,832 03 63,198 31 21,932 81 23,826 0

Tipton ........ 88,99 62 92,386 02 3,476 40 8,917 0
9  2,2 9 4

Union ....... 89,85 24 127,391 75 37,576 51 3,913 55 9.507 98
Vanderburgh.. 374,898 85 501,323 31 I26,424 46 35,703 38 17,734 69
Vermillton... 85,604 02 110,547 72 24,943 70 .6,223 04 10591 39
Vgo ............. 343,546 80 389,790 98 46,244 18 24,501 26 16,251 39
Wabash 1. 77,100 69 228,015 50 50,914 81 16,879 oo 9,209 99
Warren ...... 07,827 76 146,733 69 38,905 93 8,581 6o II,661 94
Warrick....... 104,38 OS 107,657 oz 3,275 94 5,977 So 3,769 46
Washington .. 99,736 21 114,037 81 14,301 60 5,813 83 4,544 75
Wayne ........ 336,819 06 405,159 23 68,340 17 18,774 35 22,602 24
Wells ......... 133,902 53 130,005 39 03,897 14 11,040 03 4,739 95
White ....... 118,283 83 126,547 71 8,263 88 II,804 21 6,768 95
Whitney ..... 132,525 08 166,098 22 33,573 14 12.o68 48 10,192 25

Total.......... $14,511,146 38 $17,510,428 64 $2,999,282 26 $1,230,547 73 $987,203 28

The increase of the State tax shown in preceding table in-
cludes the 12 cents levied for State purposes and the 6 cents
levied for the maintenance of the benevolent institutions,
these being the only taxes that go to the current expenses of
the State government. The State school tax (I6 cents) is all
apportioned back to the counties for common school tuition, and
is properly a local tax. The increase of the State school tax
in I891 i's $752,027.17, and as the enumeration will be substan-
tially the same as last year, (763,207) there will be 95 cents
per school child distributed to the counties. The local school
taxes should have been decreased to this extent.

As the total increase of taxes is $2,999,282.26, and the total
increase of State taxes is $1,230,547.73, there has been an in-
crease of $1,768,734 53 of local taxes, which is distributed as
follows:
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FORTY-SIX REPUBLICAN COUNTIES.

Total increase of taxes .....................$1,865,030 84
State taxes increase ...................... ... 606,755 13

Local taxes increase ...................... $I,258,265 13

FORTY-SIX DEMOCRATIC COUNTIES.

Total increase of taxes ...................... $1,134,251 42
State taxes increase......................... 623,792 60

Local taxes increase ....................... $ 510,458 82

Of the increase of local taxes in Democratic counties it
will be seen that $297,156 92 occurs in Marion county, and
$213,291.90 in the remaining forty-five counties. This is
largely due to increases by Republican trustees, town boards
and school boards in those counties; thus, in Marion county
the Republican school board levies $1r3,oI4.86 more taxes
than last year, besides receiving about $32,000 more from the
State school tax-which is the same as increasing local taxes
$145,000 in the city of Indianapolis alone.

As shown in Appendix I, the valuation has increased more
in the Democratic counties than in the Republican counties,
and if the whole increase of taxes were due to the law the
taxes would increase in the same proportion. It will be ob-
served that the State taxes, which are at the same rate every-,
where, increase in that proportion. But the increase of taxes
in the Republican counties is actually $747,806 31 greater than
in the Democratic counties, which shows conclusively that the
law was not responsible for it.

Taking the counties separately, it will be observed that in
ten of them (nine Democratic and one Republican) there has
been a decrease of the total taxes paid. In five of them (four
Democratic and one Republican) the increase on railroads
alone is greater than the total increase of taxes paid. In these
fifteen counties individuals pay less taxes, in the aggregate,
than formerly. In thirty counties (seven Democratic and
twenty-three Republican) the increase of railroad taxes is
greater than the State increase, and in these, if there had been
no increase of local taxes, individuals would certainly have
paid less taxes than before. This shows the effects of the in-
crease on railroads alone, there being no convenient mode of
ascertaining the increase on other corporations. If the. in-
crease on banks, street railroads, mining and manufacturing
corporations, etc., could' be shown, a number of the other
counties would probably present the same result.


