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THE TEACHINGS OF POLITICAL ECONOMISTS
DEFINING DIRECT AND INDIRECT TAXES.

_j‘ A perusal of the following citations conclusively

establishes the fact that at least since the publica-
tion of ““The Wealth of Nations” in 1776, all
- writers on political economy and taxation have
agreed in classifying a tax on incomes as a direct
tax, the incidence of which is directly upon the
‘Tecipient of the income, who pays the tax directly.
An examination of the various definitions given
ows that four different criteria have been used to




[image: image3.png]distinguish directand indirect taxes; according to
these four modes of classification, direct taxes are
either (1) those finally puid by the persons on whom
they are levied ; or (2) taxes on receipts or revenues,
and not on expense; or (3) taxes which are assessed
at regular intervals by means of lists of names; or
(4) those which are levied directly on the im-
mediate and permanent manifestations of the in-
dividual’s tax-paying ability, such as the amount
of his income or property. By whichever eriterion
the income tax is tested, it is seen to be a direct
tax. The extracts Lere given from writers of the
most diverse views show that there is no disagree-
ment as to its classification. It is generally re-
garded as a typical form of direct taxation, and it
would be impossible to name any form of taxation
which is called direct with greater unanimity.

The only economic writers who have ever ex-
cluded the income tax from the category of direct
taxes were the Physiocrats, who taught that all
taxes fell finally on the land-owners, and therefore
that the only direct tax was a tax on land, or the
revenue from land. This peculiar Physiocratic
doctrine never gained any general acceptance out-
side of France, and it was completely superseded
in 1776 by the teachings of Adam Smith, whose
great work immediately became well known on
both sides of the Atlantic, and is known to have
had a decided influence on many of the founders of
the Ameriean government. The distinetion adopted
Dby Adam Smith was that between taxes on receipts
and on expenditures. Even Turgot, the most
widely known of all the Physiocrats, classified
taxes on persons as direct.

The writers on taxation in America in the




[image: image4.png]Bighteenth Century give o ling of any tenden
at any time to restrict the meaning of ¢ diree

taxes” to anything less than its usual signification
These writers classify the poll

Max Wst, AM., Ph.D,,
Docent in Sociology,
University of Chiicago

» Plan @un mémoire sur les im.
. Dositions, 1764  Different forms of ey, There
e ouly three bossible. The direct on lands, the
direct on persons, which becomes a tax on exploita-
tion, the indivect tax, or the tay on consumption, >
1 Daie, Guvres do Turgot, 34, <« fiyes tazes :
onpersons and on lands. Thag o Dersons, of itself
offends the renson; .. it is frapossibgs that it
should be uniform. . . . Indirect tazes : taxes on
general consumption ; their inconvenienos, 5 Ibid,
| 396,807, Explications sur les ooty o Pimpot
indirect, 1767; « All taxes, under whatever form
hey are colleoted, fall necessarily to e charge of
the landed proprictors, and are always in the last
- analysis paid by them, either directly or indirectly.
| The tax whiel the propristor pays immediately on

bis xevenue is called direct taz. * The tay which s

nobassessed direotly on the revenue of {he pro-

prietor, but which falls on the cost of production
-of the revenue, or on the expendinuy of the
- revenue, is called indirect faz,
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is direct when it is established either on the per-
sons themselves or on their negotiable things.”
Daire, Physiocrates, 474.

1776.

Swurn, Apan, An Inquiry into the Nature and
Causes of the Wealth of Nations, 1776: . While
fhe demand for labor and the price of provisions,
therefore, remain the same, a direct tax upon the
wages of labor can have no other effect than to
raise them somewhat higher than the tax. * * *
Tn all cases, a direct tax upon the wages of labor
must, in the long run, occasion both the greater re-
duction in the rent of land, and a greater rise in
the price of manufactured goods, than would have
followed from the proper assessment of a sum equal
to the produce of the tax, partly upon the ren of
land, and partly upon consumable commodities. If
direct taxes upon the wages of labor have mot
always occasioned a_ proportionable rise in those
wages, it is because they have generally oceasioned
a considerable fall in the demand for labor.

Tn England, when by the land-tax every other sort
of revenue was supposed to be assessed at four
shillings in the pound, it was very popular to lay
4 real tax of five shillings and sixpence in the
pound upon the salaries of offices which exceeded &
hundred pounds a year; the pensions of the
younger branches of the royal family, the pay of
the officers of the army and navy, and a few others
less obnoxious to envy excepted. There are in
England no other direct taxes upon the wages of
labor. . . . A tax upon the necessaries of life





[image: image6.png]operates in exactly the same manner as a direct fax
upon the wages of labor. . . . The middling and
superior ranks of people, if they understood their
own interest, ought always to oppose all taxesupon
the necessaries of life, as well as all direct taxes
upon the wages of lubor.” Book V, Chap. II,
Part T1, Arts. 3 and 4.

1784.

Nioker, Jacques, De Padministration des
finances de la France, 1784: *If the smugglers
give for thirty pence, that which the Farmers Gen-
eral sell for sixty, it is nevertheless true, that at
the same time, they receive thirty pence for what
is only worth ten; and that the overplus is an ad-
ditional charge, the cause of which must be ascribed
to the taxes laid on salt, tobacco, and other com-
modities. This indirect public burden is very con-
siderable . . . . The totality of the contributions
paid by the people in France, exclusive of the obli-
gation to serve, or to pay for the militia, the
quartering of soldiers, and the indirect tax that
proceeds from smuggling, amounts to the sum of
585,000,000 francs. . . . Travellers in France are
liable to no direct tax, but they pay a part of the
duties Iaid on the objects of consumption.” Morti-
mer, English edition, A Treatise on the Administra-
tion of the Finances in France, London 1785, Vol. I,
pp. 81-84.

1787.
Magary, Lurieg, Letter on the Federal Con-
' vention of 1787: “*As to that part of this section
 which relates to direct taxation, there was also an
iuhjectiun for the following reasons: It was said
 that a large sum of money was to be brought into




[image: image7.png]the national treasury by the duties on commerce,
which wonld be almost wholly paid by the com-
mercial states; it would be unequal and unjust
that the sum which was necessary to be raised.by
direct taxation should be apportioned equally upon
all the states, obliging the commercial states to pay
as large a share of the revenue arising therefrom as
the states from whom no revenue had been drawn
by imposts; since the wealth and industry-of the
inhabitants of the commercial states will, in the
first place, be severely taxed through their com-
merce, and afterwards be equally taxed with the
industry and wealth of the inhabitants of other
states, who have paid no part of that revenue . . .+
By the power to lay and collect taxes, they may
proceed to direct taxation on every individual,
either by u capitation tax on their heads, or an
assessment on their property. By this part of the
section, therefore, the government has power . . . .
to impose on the people direct taxes, by capitation
tax, or by assessment, to what amount they choose.”
1 Elliot’s Debates, 365, 368

1789.

Apans, Hexry C., Taxation in the United States,
1789-1816 (1884): It would be both interesting
and instructive to trace the influence exerted by the
writings of Adam Smith upon the early develop-
mentof thiscountry. Inlooking over the speeches,
pamplhlets, and letters of the day, one finds fre
quent allusions to the ¢ Wealth of Nations,” show-
ing that it was & work well known and quite gener:
ally endorsed . . . . If Mr. Gallatin be accepted
as anthoity, the framers of the Constitution had
in mind certain distinctions made by Adam Smit





[image: image8.png]When they adopted into that instrument the words
‘ capitation, direct, and indirect tax.’ After de-
fining these terms as he understood them, Mr. Gal-
latin adds: “ It may not be improper to corroborate
it [this is his interpretation of the phrases] by
quoting the author from whom the idea seems to
Liave been borrowed,” and he then proceeds to quote
from the second chapter of the fifth book of the
¢ Wealth of Nations." “Monroe, in a letter to Jeffer.
son, cited “a Mr. Smith on the Wealth of Nations,”
and if one desire the source from which Hamilton
drew the anti-physiocratic argument in his report
upon manufactures, he will find it in the Wealth
of Nations. These facts are cited as proof that our
early statesmen knew and appreciated the worth of
Adam Smith’s writings.” p. 20,

1794
Iu the House of Representatives, May 6, 1794,
“Mr. SepGWICK said . . . that a capitation tax,
and taxes on land, and on property and income
generally, were direot charges, as well on the jm-
mediate as ultimate sources of contribution. e
had considered these, and these only, as direct taxes
in their operation and effects. On the other hand,
a tax imposed on a specific article of personal prop.
erty, and particularly if objects of luxury, as in the
~case under consideration, he had never supposed
had been considered a direct tax within the meaning
;af the constitution.”  Annals of Third Congress,
644,

g’ May 6: ““Mr. Dexteg . . . said o question had
arisen as to the meaning of the words * direct taxes *
in the Constitution. . . . He said his colleague

(Mr. Sedgwick) had stated the meaning of direct



 

[image: image9.png]{axes to be a capitation tax, or a general tax on all
fhe taxable property of the citizens; and that @
gentleman from Virginia (Mr. Nicholas) thought
, thatall taxes are direct whichare

the meaning w
paid by the ¢
the consumer; but that, where the tax was only
advanced, and repaid by the consumer, the tax was
indirect. He thought that both opinions were just,
and not inconsistent, though the gentlemen had
differed about them. He thought that a general
tax on all taxable property was a direct tax,
because it was paid without being recompensed by
the consumer.””  /bid., 646.
May 7: *Mr. MugaY said . . . the only spe-
s of. direct tax, agreeably to the rule in the Con-
stitution, must be & tax on all taxable property it
the Union . . . he could not exactly see the differ-
ence between this principle of a tax on & coach and
that of a tax on astill, as far asa difference of
the principles of taxation was drawn from the Con-
stitution. The still and the conch are things of
use; the argument that the tax on stills was an
indirect one, would equally prove the tax on coaches
such. It was a matter of choice with the holder of
both to own them, and to use them so as to draw
back the tax by making the use pay the tax in both
cases. The spiit, if not consumed by the distiller,
is paid by the consumer; and the coach, if hired,
Jevies the tax on those who hire it.””

« After a long debate on the nature of these taxes

the Committee rose.”  [bid., 652.

May 29:

“Mr. Mapisox objected to this tax
on carriages as an unconstitutional tax; and, as an
\nconstitutional measure, he should vote ugainst it-

on without being recompensed by
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[image: image10.png]“Mr. AMEssaid . . . In Massachusetts this tax
had been long known; and there it was called an
excise. It was difficult to define whethera tax is
direct or not. He had satisfied himself that this

- wasnot so. The duty falls not on the possession,
but on the use.””  (bid., 730.)

1796.

HAMILTON, ALEXANDER, brief in Hylton o. U.
§.,1796:  What is the distinction between direct
and indirect taxes? It isa matter of regret that
terms so uncertain and vague in so important a
point are to be found in the Constitution. We
shall seels in vain for any antecedent settled legal
meaning to the respective terms—there is none.
We shall be as much at a loss to find any disposi-
tion of either which can satisfactorily determine
the point. Shall we call an indirect tax, a tax
which is ultimately paid by a person, different
from the one who pays it in the first instance?
- ... According to that rule, then, the same tax
may be both a direct and indirect tax, which is an
. absurdity. . . . The subject of taxation, not the
contingent optional conduct of individuals, must
be the criterion of direct or indirect taxation.
Shall it be said that an indirect tax is that of which
a man is not conscious when he pays? . . . By
“this rule, also, then a tax would be both direct and
indirect—and it will be equally impracticable to
find any other precise or satisfactory criterion.
‘... Now, if a duty on carriages is to be eon-
sidered as a direct tax, to be apportioned accord-
ing to the rates of representation, very absurd
consequences must ensue. “Tis possible that a
particular state may have no carriages of the descrip-
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.. To consider then a duty on carriages as a
direct tax, may be to defeat the power of laying
such a duty. . . . The only known source of the
distinetion between direct and indirect taxes is in
the dootrine of the French Economists—Locke and -
other speculative writers—who affirm that all taxes 4
fall ultimately upon land, and are paid out of its %
k

produce, whether laid immediately upon itself, or
upon any other thing. Hence, taxes upon lands
are in that system called direct taxes; those on all
other articles indirect taxes. According to thi
land taxes only would be direct taxes, but it is ap-
parent that something more was intended by the
Constitation. In one case, a capitation is spoken of
asa direct tux. But how is the meaning of the Con- |
stitution to be determined? It has been affirmed,

and so it will be found, that there is no genoral -
principle which can indicate the boundary between -
the two. That boundary, then, must be fixed by -
a specios of arbitration, and ought to be such u§
will involve ngither absurdity nor inconvenience.
The following are presumed to be the only direct
taxes: Capitation or poll taxes; taxes on lands §
and buildings; general assessments, whether on the
whole property of individuals, or on their whole real
or personal estate; all else must of necessity be
considered as indirect taxes. . . . The Constitution
gives power to Congress to lay and collect the
taxes, duties, imposts, and excises, requiring that
all Quties, imposts, and. excises shall be uniform
throughout the United States. Here duties, im-
posts and cacises appear to be contra-distinguished:
from fazes, and while the latter is left to appor:
tionment, the former are enjoined to be uniform,

5

4





[image: image12.png]But, unfortunately, there is equally here a want
of criterion to distinguish duties, imposts, and ez-
cises from taxes. If the meaning of the word
ezcise is to be sought in the British statutes, it
will be found to include the duty on carriages,
which is there considered as an ezcise, . . . conse.
quently not a direct iax.” Lodge’s Hamilton’s
Works, Vol. VII, pp. 828, 832. Hamilton’s Ham-
ilton’s Works, Vol. VIL, pp. 845, 848.

1796

GALLATIN, ALBERT, A Sketch of the Finances
of the United States, 1796: * A less vague expres-
sion than that of ‘direct’ might have been used in
the Constitution : as it now stands, it is difficult to
affix to it any precise and determinate meaning.
The word, in itself, does not express a positive or
absolute qualification, but only the relation of a
subject to another. The Constitution mentions
only one of the subjects, but does not say in re-
lation to what other subject, taxes are to be con-
sidered as direct. The direct tax is that which
falls directly—but on what? On the person who
paysit—On the article taxed—On that general fund
intended to be taxed? The Constitution is silent

*on that head. Nor has the word any general accepta-

tion or technical meaning. 1t is used, by different
 writers, and even by the same writers, in different
parts of their writings, in a variety of senses, ac-
ocording to that view of the subject they were tak-
ing. The most generally received opinion, however,
s, that by direot taxes in the Constitution, those
are meant which are raised on the capital or rev-
enue of the people; by indirect, such as are raised
on their expense. As that opinion is in itself
3





[image: image13.png]rational, and conformable to the decision, which
Tas taken place on the subject of the carriage-tax,
and as it appears important, for the sake of pre-
venting future controversies, which may not be more
fatal to the revenue than to the tranquillity of the
union, that a fixed interpretation should be gener-
ally adopted, it will not be improper to corroborate
it, by quoting the author from whom the idea 3
goems to have been borrowed. Dr. Smith (Wealth
of Nations, Book V, Chap. 2) says: . . . ‘The
impossibility of taxing the people, iv proportion to
their revenue, by any capilation, seems to have
given occasion to the invention of tuxes upon col-
Sumable commodities. The state not knowing how
to tax, direcily and proportionably, the revenue of
its subjects, endeavors to tax it indirecty, by
taxing their expense, which, it is supposed, Wil
inn most cases, be nearly in proportion to their rev-
enue. Their expense is taxed by taxing the con- |
sumable commodities upon which it is laid out. -
The remarkable coincidence of the clause of the
Constitution, with this passage, in using the word
capitation ’ as a generic expression, including the
different species of direct taxes, an acceptation of
the word peculiar, it is believed, to Dr. Smith,,
leaves little doubt that the framers of the one had
the other in view at the time, and that they, ]
well as he; by direct tuxes, meunt those paid dif
recly from, and falling immediately on the rev:
enue; and by indirect, those which are paid
indirectly out of the revenue, by falling immedt-;
ately upon the expense. It has, indeed, been held
by some, that * direct taxes ' meant solely that taa,
which is laid upon the whole property or revenuo;
of persons, to the exclusion of any tax which may





[image: image14.png]be laid upon any species of property or vevenue.
An opinion, -equally unsupported by the vulgar, or
any appropriate sense of the word itself, and con-
tradictory to the very clause of the Constitution,
which, instead of admitting only one kind of direct
tax, expressly recognizes several species, by using
the words ‘capitation or other direct tax,’ and
‘direct taxes.” Should those considerations be
thought correct, it results that all taxes laid upon
property, which commonly affords a revenue to
the owner (whether such property be, in itself,
productive or not), in proportion to its value, re
direct; a class which will include taxes upon lands,
houses, stock and lubor, all of which, therefore,
must, when laid, be apportioned among the states,
according to the rule preseribed by the Constitu-
tion.” pp. 11, 14.
““This tax [on carriages] differs from others upon
consumable commodities 1stly, in that it is not
paid once for all, but yearly, being laid on the use
and not on the consumption properly so called ;
and 2ndly because it is paid immediately by the
person on whom it finally falls, instend of falling
upon him indirectly through the medium of a tax
 upon the manufacturer: circumstances which give

it the appearance of a direct tax. If, however, the
principles, upon which a definition of direct taxes
has been attempted, are correct, this tax will be
found to be indirect, as it falls altogether upon an
article of expense and not of revenne. For in the
only instance, where a carriage affords a revenue
to the owner, viz. when it is kept for hire, the tax
is not paid by him but by those who consume, who
use, who hire the carriage. In that it essentially
differs from a tax upon houses, which it has been





[image: image15.png]thought, in some particulars, to resemble .
The duty upon stills, proposed as a substitute én
foto for that upon spirits distilled might perhaps,
upon a first view, be deemed a direct tax, as falling
upon a productive article; but in this case, the
still is only used as the means of ascertaining the
quantum of duty, and the tax does mot fall on. |
the profits of the distiller, on his revenue, but on
the consumer of spirits distilled, on his expense.
‘A tax upon all articles of visible property, assessed
in proportion to its value, or to the rent derived
from it, and which would include stills, would,
however it seems, be a direct tax. A want of pre-
cision in the expression itself, and the difficulty of
distinguishing, in all cases, articles of revenue,
from articles of expense, render it, however, per-
haps impossible always to ascertain whether a tax
is direct or not; and it will be more prudent in
practice, to raise, as direct and indirect taxes
respectively, only such as clearly come within that
denomination, under which the legislature of the
union shell class them, and to leave those of a doubt-
ful nature to the individual states.” pp. 44, 46.

1808.

SAY, JEAN-Bapriste, A Treatise on Po].moal
Economy (1803), translated from the French by
C. R. Princep; third American edition, 1827;
“he different methods employed to reach indi- -
vidual revenues may be classed under two grand
divisions—direct and indirect taxation; the former.
is the absolute demand of a specific portion of an
individual’s real or supposed revenue.” p. 425.

1807. B

Gallatin, in his report for 1807, said: ** Direct

taxes are liable to a peculiar objection, arising

:
:
:





[image: image16.png]from the unavoidable inequality produced by the
general zule of the Constitution. Should it, how.
ever, become necessary to resort fo that resource,
it is believed that a tax raised upon that species of
property in each State by which the State laws is
liable to taxation, as had originally been contem.
Dlated by Congress, would be preferable to a gen-
eral assessment, laid uniformly on the same species
of property in all the States, as was ultimately
adopted.””
1817.

RioArDo, Davin, Principles of Political Eeon-
omy and Taxation, 1817: **If the operation of the
tax on raw produce be unequal, it is for the legis-
lature to make it equal, by taxing directly the
tent of land, and the dividends of stock. By
s0 doing, all the objects of an income tax would be
obtained. . . . Taxes on production, or on the profits
of stuck, whether applied immediately to profits,
or indirectly, by taxing the land or its produce,
have this advantage over other taxes; that pro.
vided all other income be taxed, no class of the
community can escape them, and each contributes
according to his means.  From taxes on expondi.
ture a miser may escape; he may have an income
of £10,000 per annum, and expend only £300; but
from taxes on profits, whether direct or indirect,
he cannot escape.”  Chap. TX.

““A tax on wages is wholly a tax on profits, a

tax on necessaries is partly a tax on profits, and

partly & tax on rich consumers. The ultimate
effects which will result from such taxes, then, are
precisely the same as those which result from o
direct tax on profits.
whole round of luxuries; ufter laying horses, car.

Aftervisiting witha tax the




[image: image17.png]ciages, wine, servants, and all the other enjoy-
ments of the rich, under contribution; a minister
is induced to have recourse to more direct taxes,
such as income and property taxes.”” Chap. XVI.

“ A tax on rent would affect rent only; it would
fall wholly on landlords.””  Chap. X.

1819.
35 Ress’ ENO'y. Trr. Tax., 24 Column: * Taxes
upon profit, or upon the revenue arising from

stock, comprehend the tax upon stock, such as is
imposed by the land tax in England, by which it
was intended that the stock should be taxed in
the same proportion as the land, and taxes upon
the profit of particular employments.””

1828.

GaRNIER, GERYAIN, MARQUIS DE, A Short View
of the Doctrine of Smith, compared with that of
the French Economists: ““In the plan of direct
taxation, the impost appears without any disguise;
it comes upon us unexpectedly, from the impru-
dence so common to the bulk of mankind, and
never fails to carry with it constraint and discour-
agement.  All these considerations are overlooked
by the friends of direct taxation . . . Indirget
taxation, far from having any hurtful influence on
wealth and population, must, when wisely regu-
lated, tend to increase and strengthen these two
great foundations of national prosperity and power.””
In the Wealth of Nations, Edinburgh, 1828, pp.
xx, xxi.

1832,

Mav~arD, Witeiax B., Speech in the Senate of

New York on the Bill for Imposing a Direct Tax,





[image: image18.png]1832; ““ It might with equal propriety be contended
that all duties and imposts on importations should
be abolished, because * the interests of commerce
are paramount to all others.’” Then all the public
revenue must be raised by direct taxation.” p.
13.

1836.

ABREGE DU DICTIONNAIRE DE L’ACADEMIE
FRANQAISE PAR M. F. LoRaIN, year 1836, ¢ Con-
tributions directes. Les impots directment Gtablis
sur les biens ou les personnes.  Contributions in-
directes. Les impots établis sur les objets de com-
merce et de consommation, ou sur les choses d’une
necessité eventuelle: tels sont les droits des octroi,
de douane, de timbre, d’envegistrement, etc.”

1848

MiL, Jous Sruanr, Principles of Political
Economy, 1848:  Taxes are either direct or indi-
rect. A direct tax is one which is demanded from
the very persons who it is intended or desired
should pay it. Indirect taxes are those which are
demanded from one person in the expectation and
intention that he shall indemnify himself at the
expense of another : such as the excise or customs.
The producer or importer of a commodity is called
upon to pay a tax on it, not with the intention to
levy a particular contribution upon him, but to tax
through him the consumers of the commodity, from
whom it is supposed that he will recover the amount
by means of an advance in price. Direct taxes are
either on income, or on expenditure. Most taxes
on expenditure are indirect, but some are direct,
being imposed, not on the producer or seller of an
article, but immediately on the consumer. . . . The




[image: image19.png]window tax is a direct tax on expenditure; so are
the taxes on horses and carriages,and the rest of
what are called the ussessed taxes. . . . A tax on
rent falls wholly on the landlord. There are no
means by which he can shift the burthen upon any
one else. . . . Direct taxes on income should be
reserved as an extraordinary resource for great
national emergencies.”” Book V, Chap. 3.
1849.

WayLaxp, Fraxcrs, The Elements of Political
Economy, 1849  Taxes are of two kinds, direct
and indirect. A direct tax is a certain amount
assessed upon every individual, in proportion to the
property which he is known to possess. . . . An
indirect tax is levied upon articles of production,
at some period during their passage from one pos-
sessor to another.” pp. 391, 392.

1860.

Levi, Leoxs, On Taxation, London, 1800: **It
has heen proposed to abolish all indirect taxes, and
charge a uniform direct twx, eithor ou realized
property o onincome. . . . - Of direct taxes we °
have the income and property tax, and the land and
assessed taxes. Of indirect taxes we have the Cus-
toms and Excise, the Stamps and the Post-office.”
pp. 39, 42.

1862.

Pariv, Esquirou pE, Traité des impots, 1862:
«To French legislators and administrators, every
tax which falls on a contributor designated by name
and which is demanded of him on regular periodical
ocecasions is a direct tax. The tax is, on the other
hand, indirect, when it is levied rather on an act
than on & man, and when it reaches the contributor
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of an act without continuity or regular periodicity,
such as consumption, acquisition . . . . Accord-
ing to McCulloch [Taxation and the Funding
System, 1845], the tax is direct when it is levied
immediately on property or on labor. The tax is
indirect when it is demanded from the same sources
of wealth by the obligation, imposed upon pro-
prietors and laborers, {0 buy the liberty of using
certain objects or exercising certain privileges. . . .
Finally, M. Rau [Lehrbuch der Politischen Oekon-
omie, 1826], and John Stuart Mill define direct and
indirect taxes according to a third standard dis-
tinet from the preceding. Those taxes are direct,
according to them, which are levied on the persons
charged with bearing them. Indirect taxes are
those which are collected from one person to be
recovered by him from another.”” Vol. I, p. 9.

“ The legislator reaches by direct taxation the
relatively normal and stable situations in the con-
dition of persons, the possession or enjoyment of
wealth; and by indirect taxation certain accidents
of the circulation of goods or of the existence of
persons.”  (£bid., p.115.)

1862.

15 NEW AMERICAN CYCLOPEDIA, Article ** Taxes”
(1862), 807: . ““Taxes are usually divided into
direct and indirect; the former include all assess-
ments made upon the real or personal estate of the
tax-payer, upon his income or upon his head.”

1863.

MoCurroci, J. R., notes to Smith’s Wealth of
Nations, 1863: * The question respecting the in-
fluence of direct taxes on wages, is one rather of a





[image: image21.png]theoretical than of a practical description; for the
unpopularity that would unavoidably attend such
taxes will always, except under very peculiar cir-
cumstances, suffice to hinder their being imposed.
But it is otherwise with indirect taxes on wages,
that is, with taxes laid on the articles usually con-
sumed by the laborers. . . . There is, in the great
majority of cases, a strong disinclination to the
payment of direct taxes. For this reason govern-
ments have generally lad recourse to those that
are indirect. Instead of exciting the prejudices of
their subjects by openly demanding a portion of
their incomes, they have taxed the articles on
which these incomes are usually expended. This
ingenious plan, . while it conceuls the amount of
taxation, makes its payment in some measure vol-
untary. The tax being generally paid, in the first
instance, by the producers, the purchasers con-
found it with the natural price of the commod-
ity. . . . The facility with which indirect taxes
may be imposed, and their peculiar influence in
promoting economy, have been set in a striking
light by the Marquis Garuier. Says he . . . “In
attaching the tax to the consumable thing, in con-
founding it iu its price, in making the payment of
the debt and the enjoyment of a single and the
same act, the tax is made in some sort to partake
of the attractiveness which the consumption carries
with it, and gives birth in the mind of the con-
sumer to the desire of paying the tax. . . .
Another advantage of the sume nature in favor of
the indirect tax, on consumption, is its extreme
divisibility, and the facility given to the contribu-
tor to pay it day by day and even from one minute
to another. . . . In the collection of the direct tax,





[image: image22.png]it shows itself without any disguise. But the
indirect tax, in adding to the price of articles of
general and daily consumption, . . . makes those
various articles a little more costly. . . . Suppos-
ing that the insuperable difficulty of fairly assess-
ing taxes upon property and income were to be
overcome, they would probably have nearly the
same influence as indirect taxes in promoting habits
of economy. . . . A fair and equitably assessed
Arect tax, whether on property or income, must
fall equally on every man according to the amount
of his property or income. . . . We have shown
that taxes can never be imposed on rent and profits
with any reasonable fairness, and as these are the
principal sources of income it follows that an in-
come tax cannot be made properly to apply to
them.”  McCulloch’s Smith’s Wealth of Nations,
614, 619

1865.

Buraius, CAL J., Grundsaetze der Finanzwis.
senschaft, 1865: “Direct taxes are those taxes
which are demanded from the same person who
according to the intention or wish of the taxing
power of the state, province, or parish, is also
to bear them . ... Direct taxes fall either on in-
come or on expenditure. Most taxes on expendi-
ture, however, are indirect; but some are direct,
if they are levied not on the producer or seller of
things, but immediately on the consumer. ... A
tax on ground-rents falls entirely on the land-
owner, who can in no way shift it to others.”

1866.
Prro, 8. Morrox, Taxation, 1861
maeli, so f

“Mr. DIs.
v back as 1851, said: ‘1 am making





[image: image23.png]no objection to a tax on property and income:
what T am directing the attention of the House to
is this, that, if direct taxation is to form a more
considerable portion of our financial system for the
future, that direct taxation should be founded on
a true principle.” ” p. 50.

1866.

‘WaLkER, AMasa, The Science of Wealth, 1866,
seventh edition, 1874: *The national government
imposes taxes in every form, direct and indireot,
except upon the poll. The State governments
generally rely upon direct taxation . . . . Taxes may
first be divided into two kinds—direct and indirect.
A direct tax is demanded of the person who it is
intended shall pay it. Indirect taxes are demanded
from one person, in the expectation that he will
indemnify himself at the expense of others. Such
are customs and excise.”

1867.

Cravacreax, J. J., Histoire de Iimpot en
France, 1867:  Direct taxes reach, at fixed
periods, the resources of each contributor pre-
viously ascertained. Indirect taxes do not ascer-
tuin the resources of each contributor. They reach
the vesources of the country in mass, at uncertain
periods, by the intermediary of certain acts neces-
sary to the social life. Among the first, should be
placed the numerous taxes on income or on capi-
tal” Vol I, p. xv.

1869. s

Baxrir, R. DupLey, The Taxation of the United
Kingdom, 1869: ** The income tax is an excellent
example of the love of the British nation for abs




[image: image24.png]stract principles. It is founded upon two—the
great principle of Direct Taxation, so strongly
advocated by Financial Reformers, and the still
greater principle of Equality of Taxation, so dear
to Political Economists. Yet, if the Income Tax
should be the test, it will be difficult to decide
which of the twain is the most cordially hated by
a discerning public.”  p. 92.

1872.

HrLv, Avorr, Die Einkommensteuer, finanzwis-
senschaftliche Studien zur reform der directen
Steuern in Deutschland, 1872: * Direct taxes are
those which are collected from the person whose in-
come the state intends to diminish by the tax.’”
P 3.

1873.
Larousse, P., Dictionnaire Universel du XIXe
Sidcle, 1873: **The tax which is called indirect is
that which offers to governments the most advan-
tages; for those who pay it directly, that is to say
the merchants, well know that all that is demanded
of them is an advance for which it is very easy to
indemnify themselves by raising the price of their
merchandise.”  Article  Impot ", p. 600.

1873.

Passy, H., “ Impot,” In Dictionnaire de Iecon-
omie politique, 1673 * It is an accepted usage to
divide taxes into two distinet categories. Those
are called direct which the contributors pay them-
selves on their own account; those are called
indirect which are only advanced by certain per-
sons, who are relmbursed at the hands of others
.. .. Direct taxes.—The number of taxes classed
under this head is very considerable. These are





[image: image25.png]the ones which it is important to mention: Taxes -
on persons.—Taxes on land.—Taxes on housesand =
buildings.—Taxes on the practice of professions.—
Tax on income.—Taxes on transmissions by suc-
cession and donation.”  pp. 901-904.

1874.

Sancaxt, WiLLiax L., Taxation, Past, Present
and Future, 1874: * We see then by the example
of the income tax, that direct taxation does not of &
necessity reduce the expenditure of the govern-
ment.”” p. 95.

“We have tried the income tax for thirty years,
and it is under that tax that our budgets have 3
grown . . . . Direct taxation therefore does not of
necessity engender national frugality . . . . The
income tax hias often been mentioned as the great-
ast of direct taxes.” p. 104. 3

1879.
Bewriox, M. 0., Reflexions sur I'impot, 1870}
quotes Ganxier, Jospei, Traité de finances, pp.
47 and 48: ** By direct taxes are meant those
demanded directly, by name, vegularly, period
jcally, from the contributors, and by indirect
the taxes demanded by reason of @ consumption,
sale, a transaction.”” Berthon, p. 17.

1880. i

Vienes, Epovarp, Traité des impdts en France,
1880:  Taxes sre, in principle, laid on incom
Tn application, this rule is true only of the d
taxes, for the indirect taxes and the Tregistration]
fees fall on objects which are derived without diss
tinetion from the income or the capital of
citizen.” Vol. I, p. 8. P
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BEER, ApoLr, Der Staatshaushalt Oesterreich-
hungarn seit 1868, 1881 “ Of the direct faxos the
income tax has vielded the most surpri sing re-
turns,” p. 81,

1882.
WILSON, ALEXANDER J., The National Budget,
London, 188; Next to alcoholic liquors, as a
. source of revenue, stands the income tax, which in
the year ended 31st March 1881 yielded £10,776,-
000 This is the principal direct tax we now en.
é dure.”” p. 115,

1 1884.
; BUOHANAN, Daviv, Taxation and Commereial
Poliey of Great Britain, 1844: * Direct taxos,
| Which raise a revenue without the intervention of
eay consumable article, were introduced info this
: country in 1696, when a duty was laid on houses
d windows, which was gradually increased in the
course of last century. In 1779, it was rised o
80 i the pound on all rents betiveen £ and £40;
| 09d. on rents above £40 and under £60; and to
J15: on all ents of £60 and upwards.” . g,
. Income or Property Tax. This . . . pavea
the way for direct tax on Droperty. . . . This tax
on fncome, or property, imposed on every income
of £60 a contribution of 10s., or the one hundsed
ind twentieth part, which was gradually inereased
foa tenth part on all incomes of £200 and up-

1886.
LEY, Law of Taxation, 1886: “ Tuxes are
fdto be direct, under which designation mouly
ineluded those which are assessed upon the
perty, person, business, income, etc., of those




[image: image27.png]' who are to pay them and indirect, or those which
are levied on commodities before they reach the
consumer, and are paid by those upon whom they
ultimately fall, not as taxes, but as part of the
market price of the commodity.” p. 6.

1886.

Say, Lrox, Le solutions democratiques de la
question des impdts, 1886: * The fiscal legislation
of the different cantons of Switzerland differ in de-
tails, but present a common character. The direct
tax is there divided into two branches, the first
constituting a tax on property and the other a tax
on income.” - Vol. IL, p. 226.

1887.

Premercrr, Gusrav, Handbuch der Oester-
reichischen directen Steueren, 1887: ‘¢ Direct
taxes are enduring public contributions of private
economies towards defraying the expenses of state
economy. ‘They are called direct not only because
the tax-requisition is directed to the very person
who is to be burdened by the tax (identity of the
tax payer with the tax bearer), but also especially:
because by the tax the source of the tax itself, the
property, the product, or the income of indi
viduals, is made to contribute not in a roundabout
manner but directly. By indirect taxes the pro
exty, the product or the income is mot reack
directly. Divect taxes are either property, P
uct or income taxes.””  pp. 1, 5.

1888.
Cossa, Luter, Taxation, its Principles
Methods, translated from the Italian by Hora
White, 1888: ‘* In respect to the nature of




[image: image28.png]property subjected to taxation, we have the well-

known distinction between direct and indirect im-

posts; a distinction, however, which is variously

‘understood both in science and in practice. Some,

in fact, call those imposts direct which, either

effectively or according to the intent of the legisla-
lator, are a charge upon the person who pays them ;
and indirect those that are provisionally paid into
the treasury by certain persons, who secure the re-
imbursements of them from others, that is, from

the real contributors.  Others again, call those im-

posts direct that ave founded on essential and per-

manent relations between the contributors and the
treasury, which provides for their collection at
fixed times by means of a roll of names; and those
indirect that are founded on relations merely acci-
dental and_temporary, and which, therefore, are
‘usually collected by means of tariffs. Others,
finally, and, as it seems, with more reason, call
- those imposts divect thatare levied on wealth in its
immediate manifestations (persons, income, estate);
and indirect those that are levied on the sec ndary
manifestations of the wealth of the contributors,
such as transfers and consumption.” p. 65.

* Chapter XI, Direct Imposts on Income and on
Property in General. §1, General Tax on In-
comes. § 2, General Imposts on the Entire Estate
of the Tax-payer.”” Table of Contents.

1888.
Bukpick, B.M., Direct Taxes. ** Gouverneur
Morris moved to add to the clause concerning rep-
sentation, a provision  that taxation shall be in
portion to representation.’” . . . Men like
ason, of Virginia, and Wilson, of Pennsylvania,




[image: image29.png]saw that the proposition that all taxation should
be in proportion to representation, and be appor-
tioned among the States on that basis, would drive
Congress to the old plan of requisitions; while
they appreciated its compensatory features, Mor-
1is, who was bitterly opposed to the plan of requi-
sition, at once acknowledged his error, and con-
sented that the word ‘direct’ be inserted before
‘taxes’ Thereupon Wilson . . . moved an
amendment to the clause under consideration,
which for substance was the same as the provisions
on the subject now contained in the Constitution.
Morris was not pleased with the result of his

quixotic adventure. . . . Some days later he ap- |
pealed fo the Commitee to strike out the clagse.
Still later. . . . he returned to the subject.

¢ Let it not be said,’ he argued, °that direct
taxation is to be proportioned to representation.
Tt is idle to suppose that the general government
can stretch its hand directly into the pockets of
the people, scattered over so vast a country. They
can only do it through the medium of exports, im-
ports, and excises.” 2 Columbia Law Times, 267,
268, i
“Were one, unfamiliar with the Federal de:
cisions on the subject, to be asked what was ‘meant)
by *direct taxes’ in the United States Constitt
tion, he would undoubtedly answer: taxes ¢
sessed upon the property, person, business, income,
ete., of those who can pay them.’ If his definiti
were called in question, he would support it ne
only by quotations from political economists
opposite schools, but from jurists like Ju
Cooley, whose exact language is given abo
(Cooley on Taxation, p. 6). He would be astonishe





[image: image30.png]tolearn that the Supreme Court had given to these
words, as used in the Federal Constitution, u dif-
ferent—a purely conventional meaning.”  /bid.,
- 260.

In Hamilton's draft of a Constitution: ** Taxes
on lands, houses, and other real estate, and capita-
tion taxes shall be proportioned in euch state by
the whole number of free persons—excluding
Indians not taxed—and by three-fifths of all other
persons.”  Ibid., 261.

1888.

DowELL, SrEpHEN, Hiswly of Taxation and
Taxes in England, 1888: **Taxation in 1815: I.
Direct Taxes: 1. The old land-tax. 2. Two taxes
on houses. 3. Income Tax.” Vol. 2, - 250,

1888

Evy, Ricuarp T., Taxation in American States
and Cities, 1888: Jean Bodin speaks of direct
and indirect taxes in his work, *Six Livres de la
Republique ”'; but this distinction appears to have
been made familiar by the teachings of the French
economists, the Physiocrats of the last century. . . .
D. 63, 64.
~ ““Taxes, it is generally stated, are direct which
are ultimately borne by the one upon whom they
are in the first instance laid, while taxes are called
indirect when  they are paid by one person and by
him shifted to another. Prof. Knies gives the
'!ollawmg definition: . . . “ Direct taxes are taxes
which are based on an assessment of a person’s
property and business, or bear directly on the per-
son of the tax-payer. Indirect taxes are taxes not
hased on such an assessment, but taxes which are
levied when the existence of a taxable object, or





[image: image31.png]source of taxes (productive property), is presumed
from othe: evidence than that of direct assessment
or valuation.” Taxes on real property and on in-
comes are by general consent direct taxes. . . . In-
direct taxes are taxes on articles of food, drink, and
clothing, or articles of consumption, or, as it is -
most frequently said in America, on commodities. g
i

... The definition of direct taxes may now be com-
pleted by adding other taxes which it has been |
generally agreed to call direct, and which will be
found to have certain characteristics in common, as,
for example, that they imply a list of taxable per-
sons, real and artificial, and that they are propor-
tioned more nearly to the ability of the tax-payer
than can well be the case with indirect taxes.
Sometimes direct taxes carry with them the assess-
ment of all a man’s fortune, more often of his total
income, and perhaps still more frequently, the val- 4
uation of all of certain species of property. . . . I
would then give this as a definition of direct taxes.

Direcl taes are taxes on trades (including any.
branch of business), on pursuits, on property con-

sting of other economic goods than articles of
consumption, and on income. . . . Direct taxes are
Qivided into two main sub-classes: namely, real
and personal taxes. . . . An income tax is the
ohief of personal taxes.’” pp. 64, 71.

Outlines of Economics, 1893: **Our national
faxes fall chiefly on commodities, and taxes of this
Kkind are called indireet. They are not propor-
tioned to the value either of property or of the in-
come of citizens. . . . Indirect Federal taxes are.
of two kinds : cusloms duties, or taxes on imported:
commodities, und dnternal revenue, o excise tazes,
as they are also technically called, or taxes on arti-*





[image: image32.png]cles produced in the United States. . . . The State
and city revenues are lagely rised by taxes on
property. Such taxes, and taxes on incomes, are
called direct tages.” p. 360.

1888,

Nicnotson, J. S., “Taxation”: A divect tax
s defined by Mill as one ‘ demanded from the very
persons who it is intended or desired should pay
it MeCulloch defines a direct tax as one taken
directly from income or capital. Mill's definition
has been generally adopted ; but in any case the
most important direct taxes practically are those
levied on income or capital directly.” 23 Ency-
clopedia Britannica (1888), 87.

1888.
Leroy-BrAuLIEy, PAUL, Traité de la science des
finances, 1888 : ** By the direct tax the legislator
intends to reach, immediately, at once, and pro-
portionally to his fortune or his income, the true
contributor; every intermediary between him and the
treasury is suppressed, and.a rigorous proportion.
ality is sought between the tax and his fortune or
his ability to pay. By the indirect tax the legisla-
tor does not reach the true contributor immediately,
and does not secks to impose upon him a charge
strictly proportional to his ability to pay; he in-
tends to reach the true contributor by shifting, by
repercussion; he puts intermediaries between him
and the treasury, and gives a strict proportionality
of taxation, contenting himself with a generally
approximate proportionality.” Vol. I, p. 225.
“The character of direct taxes is that the treas-
ury addresses itself in levying them to the same




[image: image33.png]person who is to bear the burden. That is the case
in the land tax, the tax on personal and movable
property, the general tax on income or on capital, |
and the tax on successions.””  /bid., p. 287.
1888. 3
Atticle ¢ Taxation,” Beeton’s Eneyclopadlu,
(1888), 816 ** Direct taxes are on income or prop-
erty.”
1880.
Cony, Gusrav, System der Finanz wissenschaft,
1889: By a direct tax the legislator will reach
the true contributor immediately, in relation to his
property and his abilities; he suppresses every fn-
termediary between him and the treasurer and seeks
a striet proportionality of the tax to the property
and the tax paying ability. On the other hand by
indirect taxes the legislator will reach the true con-
tributor only, so to speak, by a shifting.” p. 444.

1890. 4
Semanz, Grore, Die Steuern der Schweiz, 1890
“In the above described property and income tax
the direct tax systewm of Switzerland is not entirely,
exhausted. There is in a number of cantons sti
another tax element.”” Vol I, p. 69. < Di
Tax Law Oct. 1878, Art. I The needs of th
state shall be provided for by a direct tax: (a) ol
fortunes, (b) on resources and incomes.” Zbid,
p. 217, i
1890.

WaeNER, Aporpn, Finanzwissenschaft, 1890:
« According to the intended effect of the tax on the
tax-payer we distinguish *direct’ and * indivect’
taxes in the first sense, as those paid or levied





[image: image34.png]directly orindirectly, in the following manner, well

stated by Rau: < When the requisition (for the pay-

ment of the tax) is addressed to the very person
who is to be burdened, such faxes fmmediately
levied are divect. Here the tax-payer is also the
- one burdened, or the tax-bearer.’  Thus it is sup-
E posed in this ease that the payment of the tax

cannot be shifted to others. . . . According
E to the administrative-technical procedure of levy.
r
!
:

ing and collecting the taxes we distinguish be-
tween direct and indirect taxes in a second sense.

.. Divect” taxes in this second sense are
 hose taxes which are levied according to regular
- and indeed somewhat permanent and hence pre-
 viously ascertained facts,—personality, station in
 life, business, property, possessions, income, 6t6.—-
hence nsually according to rolls of names.” pp.
247, 289,

1891.

GIDE, Cuarves, Principles of Political Economy,
translated from the French by E. P. Jacobsen,
1891: ““The most natural form of direct taxation
isa tax laid in proportion to a man’s income.”
. 566.

1891.

Bumkr, Wrtian B., Federal Finances, 1891

A tax on land, a poll tax, a tax on personal

1892.
Stourn, RENE, *“Impdt,”” In Say’s Nouveau
dictionnaire de Ieconomie politique, 1892: The
instruction génerale de finance thus defines direct




[image: image35.png]and indirect taxes: ““Art. 1. By direct tax is
meant every imposition which is assessed directly
on persons or on property, which is collected by
means of a roll of names, and which passes ims
mediately from the tax-payer to the agent charg
with collecting it. Indirect taxes are thus nam
because instead of being established directly
by name on the person, they rest, in general,
objects of consumption or on services rendered, andJ
are hence only indirectly paid by those who wish;
to consume the things or use the services aflected
by the tax.” The instruction génerale omits to
specify certain essential characteristics which, more}
than all others, differentiate direct and indirect
taxes. The first are distinguished not only by
their rolls of names, but ulgo by the permanence;
of the elements upon which they are imposed.
The second, on the contrary, are recognized no
only by their impersonal tariffs, but also by th
intermittence of the clemonts on which they
fmposed. Permanence and intermittence of
elements taxed have been very happily comment
upou by M. de Foville, of the Zcole de s
politiques, in the following terms: *The d
tax reaches those taxable elements belonging
Ui euniributor which have a durable, constast
at least continuous character, as existence,
sion, or profession. . . . In two words, the va
to do characterizes the indirect tax, and the ve
fobe or to have the divect tax.”  Following the
authorities, we arrive at the following definiti

Direct taxes lay hold upon certain permaneiit fa
periodically ascertained, and are colleoted by me

of rolls of names. Indirect taxes lay hold
n intermittent facts, ascertained from day,
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[image: image37.png]and property as against taxes on commodities.
This employment of the terms is supported by the’
distinot origin of the two forms. ‘Taxes’ on
property and persons present a marked contrast |
to the ‘duties’ on goods and commerce, and
especially in the fact that the former were direct,
the latter indirect. . . . Direct taxes . . . there-
fore embracing taxes on income and property, or
on their component parts, in opposition to duties -
on commodities and on exchange, where there is a |
shifting of the burden from the immediate payer
. which justifies the name of *indirect,’ wo
have to consider the merits and defects of each !
class, and the most desirable mode of combining
fhem. At the outset the advantages of direct tax-
ation seem to predominate. As income is the
‘ltimate source of taxation its immediate imposi-|
tion is the most obvious and rational way of claim-
ing a share in the produce of the State. . . . Ab-
other difficulty is the necessity of asses
all direct taxes. If imposed on income, on prop-
exty, or on any separate part of produce, there
st be a valuation of the object which is charged,
affording opportunities for evasion and for arbi:
trary official action. Again, under a system of
pure direct taxation it is very difficult to obtain
their due proportion from the poorer members
of society. The attempt to cury the income tax
at a high rate down to the lower circles now ex-
empted would be both costly and irritating. . ..
The growth of so important a direct tax as tho
English income tax since its establishment in 1842
Tas been very remarkable. . . . There are specia
reasons for the slow growth of certain direct taxes.
A tax on rent will not increase in proportion to e
growth of income.”” pp. 818, 821.
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WrLLs, Davip A., “Is the Existing Income
. Tax Unconstitutional?” The Forum, Jan. 1895 :
““This decision [Springer o. U. 8.1, it may be here
remarked, was in opposition to the opinion of every
. economic or financial writer or authority, from
Adam Smith down; and inferentially also to the
opiuion of Alexander Hamilton, who helped to
frame the Constitution. In all the debates in the
British Parliament, also, it is doubtful if any
British statesman can be named who has ever
spoken of an income tax as other than a direct
tax. .. . It may also be regarded as an economic
axiom that when a government taxes the income of
property, it in reality taxes the property itself. In
England and on the Continent of Europe land is
taxed on its yearly revenue, or income value, and
these taxes are always considered as land taxes.
Alexander Humilton in discussing the taxation of
incomes derived from property goes even further,
and in asking the question, * What is property but
a fiction without the beneficial use of it?’ leads to
the inference that property, and the income derived
from it, are substantially one and the same thing.”

Rongirs, Buits H., Government Revenue; espe-
dially the American System, 1884: **In practice
taxes upon real and personal property and upon
income and occupations are accounted direct
taxes.”’ p. 137.

14 INTERNATIONAL CYCLOPEDLA, Article *“Taxa-
tion,” 247: ““Income tax, house tax, dog tax, and
the like are levied directly on the person on whom
the burden ultimately falls. . . . State taxation is
direct, and is either through poll-taxes upon in-
dividuals, or by assessment upon property.”’
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