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HOW SHALL WE |

PAY FOR THE WAR?

A Goastruciive Criicism on tha
Housa Revanue Bill,

LOANS BETTER THAN TAXES

Five Reasons Why Excessive Taxes at
the Qutset of War Are Disadvantage-
ous—Great Britain Example Worthy
of Emulation—How the Taxes Should
Be Apportioned.

By EDWIN R. A, SELIGMAN,
McVickar Professor of Political
omy, ( umbia Universit
On May 23, 1017, the House of Rep

resentatives passed an act “to provide

Econ-

revenue to defray war expeuses and
for other purposes.” In the original

bill as presen

ed by the Committee of
Ways and Means, the a

lditional reve
nue to be derived was estimated at $1,
810,420,000, The amendment to the in
ome tax, which was tarked on to the
bill during the dis ussion in the House.
Was expedte l to Yield auother $40,000

MID or $50,0C00,000),

, war times certaix

In dis ussing the House bIll, two |

problems arise:

I. How much should be
taxution?

II. In what manner should this sum
be raised?

I. How Much

raised by

Should Be
Taxation?

How was the figure of £1,800,000.000
arrived at? The answer is simple, When
the Secretary of the Treasury came to
estimate the additional war ex
for the year 1917-18, he caleulated that
they would amount to some
000,000, of which £3.000,000.000 was to

Raised by

penses
$6.600,

be allotted to the allies. and £3.G00.
000,000 was to be utilized for the do
mestic Thinking that it
would be a fair proposition to divide
this latter
taxes, he concluded that the amount
to be raised by taxes was $1.800,000.-
000,

There are two extreme theories, each
of which may be dismissed with scant

purposes,

between

sum

courtesy,

penditures should he defy
and the other {s that all war expendi
tures shouid be defraved by
Each "Fu'ul'_' Is untenable,

It is indeed true that the burdens of
the war should be borne by tho

taxes.

|'res-
ent rather than the, future reneration:
but this does not mean that they should

be borne by this vear's taxation.
Meeting all war expenses | y taxation
makes the taxparers in one or two
years bear the bhurden of henefits that
ought to be distributed at least over a
decade within the same generation
ndi-
tures approach the girantic sums of
warfare, the tax-only pol

In the second when exiw

place,

present-day 3 v
icy would require more than the total
surplus of social income. Were this
absolutely necessary, the ensuing hav-
oc¢ in the economic life o the communi-
ty would have to be endnred Bat
where the disasters are so great and
at the same time so unnecessary. the
tax-only may be declared {m-
practicable.

Secretary McAdoo had the right in-
stinct and highly commendable conr
age in deciding that a substantial por-
tion, at least, of the revenues should
be derived from taxation. But when
o) per cent,,

policy

he hit upon the plan of 5

loans and |

The #ne is that all war ex- |
(] by loans. |

| high,

that is, of ratsing one-half of all do- |

mestic war expenditores by taxes, the
question arises whether he did not go
too far,

The relative proportion of loans to
after «l
Not to rely to a large ex-
set of a war is

taxes s 1 a purely bhusiness
proposition,
tent on loans at the out
a mistake.
Disadvantages ¢f Excessive Taxes.

The disadvant es of excessive taxes

at the outset of the war are as follows

1. Excesgive taxes on consumption
will 'cause popular resentment

2. Excessive taxes industry will
disarrange business, damp enthnsiasmn
and restrict the spirit of enterprise at
the very time when the onposite s
needed.

3. Excessive taxes on incomes will de-
plete the surplus available for invest
ments and interfere with the placing of
the enormous loans which will be neces
sary in any erent

4. Excessive taxes on wealth will
cause a ~n-2'i--“: diminution of the in-

omes which are at present largely
drawn upon for the support of educa-
tional and philanthropic
Moreover, these sources of suj]
would be dried up precisely at th

when the need wonld be greatest

J vort
time

5. Excessive taxation at the outset of
the war will reduce the elasticity avail-
able for the increasing demands that
are soon to com-

-

enterprises. |

Gieat britain's Policy.

Take Great Britain as an example
During the tirst year of the war she
increased taxes only slightly, in order |
to keep indnstries goi at top notch
During the second vear she raised by |

ew taXxes ouly 9 per cent, of her war

! s Dering ¢ third vear
sie levied L W ditlin taxes (over
and above the pre-war level) only

slightly more than 17 per cent. of her
war expenses

If we should attempt to do as much |
in the first year of the war as Great
Britain d:d in the third yvear it would
to raise by taxation £1,250,000

sulfice t
000, If, in order to be

absolutely on
the safe side, it seemed advisable to

increase the sum to £1,500,000,000, this

should, in our
mum.

opinion, be the maxi

ljomment of
the extraordinary burden of taxes in
1 scientitic prineiples

In considering the n

are definitely established:
How Taxes Should Be Apportioned.
(1) The burden of taxes must be
over the

spread as fur as possible
whole community so as to cause each

individual to sharve in the sacrifices acy

cordi to his ability to pay and ac-
» | re in the Government,

I'n Ofl ¢l nption, which are

ssaril borue by the muity at
large, should Le imposed as far as pos-
sible on articles of quasi-luyury rather

than on those of necessity,

(3) Excises should be imposed as far
8 po e upon commaodities in the
inds of the 1 consumer rather
than 1 the 3 which serve pri-

marily as raw material for further

! tion
(4) Taxes upon business should be
imposed as far as possible upon aet

than
il invested,

upon gross re-

which will

&) Taxes upun income
necessarily be severe should »e both
diferentlated and graduared. That is,
there should Le a distincticn between
earned and 1 arncd incomes and there
should Le a hizber rate upon the larger
n®ori It is cosential. however, not
to male the Income rate so excessive
15 to id to n, adm!in'strative
difficulties, ur to the more fundamental
objections which bhave boen urged

above,
The excess profits which are due
wt obvious
e f revenue durs
it the prineipl: upon

it taxes are laid
1 theory and ea §

[[H]
to the war
and reas

» tlie m

these wanr

must be equitable |
calculable in practice.

The Proposed Income Tax,
income tax ns passed
s up to a rate of GO
heard of in
the history of i # It mnst
smbered that it was only after

it year of the war that Greai

The additio
by the
per cent.

IHouse

This SUImA

1 society,

be ren
the fir
Britain increased her income tax to the

maximum of 34 per cent.,, and that
even now in the fourth year of the war

the Income tax does not exceed 4214 |
per cent.

It conld easily be shown that a tax
te incomes sub
Britain
in-omes about as |
t'y less than

with rates on moder:
stantially

and on the larzer

less than in Great

wonld X ie!d only sil

t]||' !.'I-- .’. I.I 'Ili.‘l'_'
the ITouse hill.
It 1= to be b
reduce the total rate on the hichest in-
comes to 34 per-cent. or at most to 40
per cent, and That at the same time it
will reduce the rate on the smaller i
soual or profes

] from pe

<ional earnin:s

1ard
comes derive

If te war continues we ghall have to
depend more and more u-on the in-
come tax. DBy imposing excessive rates
now we are rot cnly endannering the
future, but are inviting all manner of
dilliculties whizh even Great Britain
has been ab'e to es:zape.

Conclusion.
The House bill contzins other funda-
mental defects which may be summed |

up as follows

(1 It pu s an erroneous principle |
in imposing retroactive taxes,
1 un t and uvnwork
for the excess-profita tax
il to an unheard-of |
e ftax
04 ranted burdens
msumption of the commu

!ated to throw bhusiness

ntoconfugion l N rinxes on gross

receipts inst 1 of npon commodities,
() It fafl i ke a proper use of
stamp taxes
(M It follows sn uns-lentific svetem
In its flat rate on imports

(<) !'| inclundes n m -'.'llin'if'- of ot

ty and vonlucrative t the vex tions

ness of which is out of all proportion to
the revenue they prodoce
. - . . . . .

The fundamental lines en which tha
House bill should be modifled are sum
med up herewith

(1) The

amount of new taxation

should be limited to £1.2%).000.000—or
at the outset to £1.500.000. 000 I'o do
more than this would be as unwise as
it Is vnnecessary To da even this
would be to do more than has ever
been done by any civilized CGovern-

| with a yvield of ahont &2

inally estimated in |

sed that the Senate will | i

(=) Aue exue i i tax based upon
& sound system ought to vield about
S5O0 000 000,

(3) The income-tax schedule ought to
be revised with a lowering of the rates
on earned incomes below £10.000, and
with an ana! 15 lowering of the
rates on the ! r ine

0 exceed 21 per cent A careful cal
ulation shows that an income tax of
this kind would yield some £450,000.-
00 addit’nal
(4) The tax on whisky and tobacco

ought to remain annrosimately as it"is,

RO OO0 D0
These three tuxes, together with the
stamp tax at even the low rate of the
House bil', and with an improved an
£1,250,-

tomobile tax, will yield over

000,000, which is the amount of money

thought Jdesfra!

The ahove % m wbdull | n har
tem. It will do Pway with almost all
of the complaints that are being w 1
against the present It will I
from taxing the consumption of the
jll'll['_

It will throw a far heavier burder

tpon the rich, but will not go to the
Xtremes of confiscati It will
viate interference with business and
wil keep unimpaired the social pro-
luctivity of the munity

It will establish a fust balance be-
ween leans and taxes and will not
n y to the da of anproaching
ther the tad or the |
nly | Above all, it will keep
an undisturbed tic margin, which
must be more and more heavily deavn
npon as the war proceed ;

MAK:::a GASCS LIQUID.

Knowledge of the “Critical Tempera-
ture” Solved the Problem,
points of

hoiling

In regard to the

[il;':i_ll_ there is an upper limit to' the
1ich a thing bolls—that is,
the state of vapor It is

Fitical  temperature, No
preat a pressure exists on

a substance, il it is at a lemperature

greater than its eritical it will change
to vapor anyhow,

held
back the wmaking of ligueiled guses

wrbon dioxide, ete.—for

The lgnorance of this point

such as air, ¢
The experimenters tried
tempera

Mmany years,

by enormous pressures, whereas

to Hgnefy gases at ordinary
I

had just cooled the gaseés be

low their eritical temperatures before
applying the pressure liguefaction
vould bhave ensued immediately,

This i= the method cmployed today
ng liguid air. The air is com
pressed at first and then allowed to
issue from a small orifice, thus ex
1 is then pumped

in m

) e and cooll

wiek and compressed by the pump, al-
wed to go threugh the orl 1in,
hus cooling still more, until at last it
is below the eritienl temperature, when

the compression eaused by the pump

lHgueties it,

Nature of Sleep.

Investisation by scientists of the na

ture of tie sleen of persons in normal
ienith 0 that it vories according
y the diet nnd the « rent hours

h sleepn Is lu i Altogether
is 10 o'clock.

roing to bed

il hoar for retliing
sleep of a
rularly at approximately this time
liy augments ia ntensity for the

-1’.‘1-!'1ri“.‘l: hour, It t!

person

omes very profouand, reach
lium futeusity at abiout 1120
Within fivd or six minutes from this
time it has bgen found that the sleep

begins to be less deep.  In an hour th
leeper is avain in the same condition
ns at about 11:15 Fromn
til after 2 o'clock the rest
is steady and lig From 2 until |4

consistently

of slumbe;

this thime

it avements, and then it
diminishes nntil it ceases at the cus
tomary time of rising
Stevenson at Noyon.
The Cathedral of Noyou, in France
exercised a great fascination over ILob

ert Louis Stevenson “l have seldom

d of a church
athy.” he

looked on the east er

with more complote syvm|

rote, “A it flange out in thre
wide terraces and settles down broad
ly on the earth it looks like the pooj

it ¢ld buttleship. There is
id the t ¢

above the pitch of the roof

of some gr

e ground, war

a roll in t
Just appear
as though the gouwd ship were |

er an Atlantic swell At any
might be a bundred

mounting the next bil

lazily o
moment it
Iway from you,

low, At any moment a window might
1 some old admiral thrust forth

a cocked hat and make an observa

open an

tion.”—London Chronicle

To Keep From Losing Ereath.

there

rat.on is raythmical

Whkere re

s no loss

r z upd

method of

IR I i i

the speed of respiration When the

breathing is rhytheie the breathing

kesps pace with the step The out

breatiuing must be twice th lengta

f the Inbreathing, and not riore thun

elzateen or twWenty con reath cir
#t be n I LG

omes, 80 AK not |

You Make Money.

But do You
Save it ?

The time may come when
You will wish had
some of the Money you

you

.
'

are flitteriug away today. '

IT IS EASY TO SAVE IF YOU MAKE UP YOVR MIND TO

DO SO. WILL YOU MAKE THE START NOW AND OPEN AN

ACCOUNT

WE PAY FOUR PERCENT INTER"ST ON SAVING
DEPOSITS

CLACKAMAS Co. BANK.

FARM MACHINERY!

Now is the time to buy your inders
Mowers, Rakes, Tedders, also Binding twine
You can get them right home here at Port-
and prices thussaving freight by calling on

PAUL R. MEINIG,

DEALER IN GENERAL MERCHANDISE AND IMPLEMENTS.

— -

1 I 1
lt.‘l‘l‘.. o

. J

Sandy Creamery Co.

Manufacturers of

Mountain Meadow Butter

Formerly Mt. Hood Butter.

Pure, Sweet, Clean.

Gresham = Feed Mill

Phone Gresham 561
Mill Feed of all kinds, and Dupont’s Stump-

ing Powder, Caps and Fuse.

For Neat and Up-=to=date

- JOB
Printing

Call at The NEWS OFFICE and get our

Prices on Letterheads, Calling Cards, Hand

bills, butter wraps, etc.




