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Abstract:

It has been the purpose of this study to point out Inequalities in the distribution of the burden of
taxation to persons in the different occupations within the state. The criterion upon which the
comparisons between the occupations were made was the ability to pay principle of taxation. Net
incomee was used as the measure of ability to pay. Although the results cannot be considered without
qualification. because of the fact that they apply only to those filing state income tax returns, the results
may be regarded as being very representative of the true situation.

Is the ease of the state income tax, as might be expected. It was found that the tax conformed very
closely to the principle of ability to pays i.e., not only did those receiving higher incomes pay a higher
rate of taxes, but also the people in the occupations receiving the higher proportion of total income paid
the higher proportion of the total income tax.

In the case of taxes other than income taxes, however, the condition was found to be quite different.
There was found to be very little evidence of conformity of this system in which property is the tax
base, to the principle of ability to pay. It was found that the rates of these taxes varied among the
occupations from 1.8 per cent to 22.5 per cent of the net income. Furthermore, it was found that there
was no correlation between the size of income, or the ability to pay, end the rates of taxes paid by the
peoples in the different occupations# Because of this failure of the system to conform to the principle
of ability to pay, the tax burden is extremely heavy for those people who receive their incomes from
property investment, namely the business and Investor groups, the extreme being reached in the case of
the farmers, while for those who receive their Incomes as salaries and wages, the tax burden is
extremely light.

The proportion of the total taxes for the state made up of income taxes was found to be only 1.5 per
cent. Thus, it is obvious that when the income taxes and other taxes were added together, the results
obtained were almost identical with the results pointed out for taxes other than income taxes; i.e., the
total tax burden was found to be very unequally divided between these people whose incomes come
from property and those whose incomes come from salaries and wages. Thus, In conclusion, it may be
stated that the principle of ability to pay is quite foreign to this tax system, and that there exists grave
discrepancies in the distribution of the tax burden among the peoples in the different occupations of the
state#
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TAX INEQUALITIES IR NOUTANA

An Analysis of the Tex Burdem in Yontane
As Chowa by State Income Tax Returns, 1536

ABSTRACT

, It has besn the purpcse of this study to point out inequalities

_in the distribution of the burden of texation to perscns in the different

- ccoupations within the statse %The criterion upon which the comparisons
between the occupations were mede wea the ability to pay prinoiple of taxae
tione Kot incone was used as the measure of ability to paye Although the
results cannct be considered without qualification, because of the fsot that
they apply only to those filing state income tax returns, the results ray be
regarded a8 belng vory representative of the true situation.

In the case of the state income tex, 23 might be expected, it was
found that the tax conformed very elosely to the principle of sbility to
pays 1.0., not only did those receiving higher incomes pay a highor rate of
taxes, but also the people in the cocupations recelving the higher proportion
of total incoue paid the higher proportion cf the total income tax.

In the case of taxes other than income taxes, however, the condition
was found to be quite differont. There wus found to be very little evidence of
eonforuity of this system in which property is the tax base, to the principle
of ability to paye It was found that the rates of these taxes varied anong
the occupaticns from 1.8 per cent to 22,6 per cent of the net income. Further-
more, it was found that thore was no correlation betweon the size of incone,
or the ability to pay, end the rates of texes paid by the peoplss in the
different ocoupationse Because of this failure of the systea to conforn to
the principle of ability to pay, the tax dburden is extrenely heavy for ,
those people who reccive their incomes from property investment, n&uely the
business and investor groups, the extreme being reached in the case of the
ferors, while for those who rececive their incozes as salaries and wagzes, the
tax burden is extremsly light. :

The proportion of the total taxes for the state made up of incoze
taxes was found to be only 1.6 per cent. Thus, it is obvious that when the
incore taxcs and other taxes were adced togethor, the results obtained were
aluocst identical with the results pointed out for taxes other than income
taxes; f.es, the total tax burden was found to de very unequally divided
between thcse people whose incezes coxe from property and those whose incores
come from salaries and wages. Thus, in oconclusion, it may be stated tiat
the principle of ability to pay is quite foreim to this tax syste:, and that
there exists grave discrepancies in the cistribution of the tax burden azong
the peoples in the ¢ifferent occupaticns of the state,
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TAX INEGCUALITIES lE_?CﬂTAKA

An Analyeis of the Tax Durden in Kontana
As Shown by State Incore Jax Returns, 1936

INTROCUCTICH

Ability to Pay as & Principle in Taxatlon

Tho maln problen of fair taxaticn is to distribute the tax so it
vill Dr;'aduoo ample revenue and at the samo time place es 1light a burcen es
‘possible on tho tampayers. 7o sccorplish this result, the prodlem narrows
dowa to thet of distributing the burcen to each individual in eccordance
¥ith his ability to pay.

This principle was reccgnized by Adam Smith over cne bundred and
ﬁfty years ago as a besis for justice snd equality in taxationel/ Other

thoories of texatlon have been advanced since that time, some of which merit

sonsidersticn, tut no one has ever suzgested that taxes should not be levied

tccording to the tax paying ability of the taxpayere
In earlier cays the property tax wce not unjust, nor did it rest
_ Unequally upon the shoulders of thcse who paid it. Property wes an indicae

tlon or reesure of ebility to pay and did not violate the fundanental

Frinciple of a j.st syste: of public finances2/ This is not the situstion

at the present time. FProperty not only falls to reprecent ability to pay
‘but in peny instances is & drain upon incoue derived frum sources other

than property.  Although this concition is recognised by many authorities

:17 “mith, Acams Tihe wealth of haclons,, tverymen's Edition, Icndon, 4914,
Vol, 11, pe 307

S/Aull. Go He, "Taxation and Ability to Poy in South Carclina,” 5.C. Agrice.
Exp. Ste. Bule 206, 1532, pe b. ,
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.upon the subject of tmtion. it is of interest to note that 70.1 per cent of
the total tax revenuo of the United States in 1550 wes from this source.3/
In contrest to this eondition, it is furtter pointed out that in 1032, property

eccounted for only ehout one-fourth of the rational income of the United Statese4/ v

JInocane &8 a lisesure of Ability to Pay

Cf the rany proposed tax beses, incane is the mest egquitable end
satisfectory criterion or measure of ebility to pay of my yet advanced. It
is tesed uﬁm & prosent reoality as canpared with a future probability in the
case of a property tax base. Lhen an individual bas inccene, he possesses
tex paying ability. Fe is then in a position to pay taxes, and can do so
without finenciel injury to his person or to his business. Under tl_zis systen,
unocertaintios are reuoved from the taxing problem, tax delinguencies end
sheriff's deeds do not ccoure Those who are wunable to pay ere ot asked to
do‘cc; wi:1le those who ere, do pey and to the sane extent cf thelir ability,

" In oontrast to this situation is the genersl property tsx, which is
distinctively impersonel. Texes are loviad‘upon property sitheut rersrd to
the nat worth or the ecomomio status of its possessor. Property values are
bagsed upon anticipated income which the property will ylelde In the event
-that this snticipation s incorrect, which very often is the case, the
tﬁxpayors must bear the consequence. FPecause of this situation, irequalities
end ¢isoriminations inevitedly océur. Some porsons lose their property and
vhomoa or aro burdened with tax loads which absordb their income, while others

EJJemen, Jens Fo, "Government Finance,” how York, 193G, pe Z25e
4/ aull, ope eite pe 7.
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may pay very little in proportion to the incomes whiéh they receivee
These inequalities which result from a property taxrbase, or a
single tax base, sre gaining wide spread recognitions A8 & result many of
the states, slsoc the Federal Covernment, are coming to use, &s & supplemen=
tary tax, a tax based upon net income. In 1936 & general personal incone

tax was in operation in twanty-eight of the forty-eight states.t/

Purpose and Yethod of Analysis

It is the purpose of this study to point cut any inequalities or
discriminations existing in regard to the tax burden between the different
%ccupational groups within the state. This inoludes comparison of average
net incones recelived by those in the different groups, aversge money per
Person dépendent upon thelr incones as well as comparisons of total net
incones for the groupss Coumparisons will thoa be made between the relation
of these incores end the tax burden borne by eache This will consist of
cazparisons of the total end average taxes pald for each occupation and
finally the average retes of taxes, both of income taxes and taxes, other
than income taxes pald by the different oocupational groupse By this means
of comparison it will be possitle also to coxpare relative merits of the
state income tex with other fonﬁs of taxatione

Although a1l facts will be presented es found in the enalysis,
Primary enphasis will be given to the condition of the farmers in respect
to the above mentioned phesese This course i3 pursued without bles botween

the differont oooupations within the state, but because of specisl interest

Y/ Jenson, ope cite pe 7
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by ths author in this group.

48 has been previcualy stated, the data used in this study sre for
only one ysare It had beon orizinally planned to cover the entirs period
for which the income tax lew Les been in operation, 1953-38. thereby meking
conrearisons between the years ‘tnd shmringfmy general trends over the period,
But due to lack of time end clerical assistance in compiling the data, only
tne year could be cévmd. In order to obtain es large a sanple and to
incluce as larze a proporticn of the total population of the state as possible
ia the saxmple, the entire income tax returns, both taxable a:d nonetoxable
for the yesr 1936 are included in the studye

As & basis of ocmparison that would be applicable to all ocoupations
and to all persons filing incame tax retures, net income was chosen &s being

the most satisfactoryeG/ It is on this basis that all tax rates and other

oalculations are computede

Source of Data and the Sample

The data used in this study wore canpiled entirely from the state
individuel incose tax retur:s filed ia.lontana for the year, 153€Ce Those
forns were secured through the Departmeat of Agricultural Economics from the

State Bcarﬁ of Equalizaﬁan in Islona. The entire returms for the yoar wore
used in the study; no method of sam;)lmg was enployed in eny respect.
' The study, therofore, constitutes a casplete enumerstion of £a field, covering

entirely the 1938 state incore tax returns, which after removing some few

that were incomplote and could not be identified, numbered 30,256.

Zj For a cefinition of net dncoue ees {cotnote on pe 126
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Although only one year wes used in the study, the yoar 1935 1s
oconsidered as very m;mal. This 18 verified by the indsx of ¥holesale
Prices for this ;éar as sorpared to the ﬁan 1508=14 and 1526, the two most
widely used btase perioca for ﬁdcz celculaticns. Fhen 1928 is used as the
btase period; the index of wholesale prices for 1936 is found to be £0, while
this index for the pericd 1905=14 was 63+ If the baze period be shifted to
1900=14, this for 1936 1s found to be 118, while for 1926 it is 146, In
either case the index for 1936 is near the center of the extremes rmarked by ,
the cther yesrs. If the index of wholesale prices be sa indicator of business
conditions, these results indicate that this ysar is nearer en average and
thersfore nearer normal than either of the other periods. The ssme relation
is found to exist between these years for Usnited States farm vage retes, .
United States Farm Prices md' Yontena Fara Pricese For this resscn and also
the fmot that. tha onti;-o fleld wes coverod in the -a:npie. the author 1s of the

opinion that results hers shown will be indicative of those over a longor

"pericd of time,.

The Yontmma Incore Tex lew

43 & means of clarification and understanding of the basis upon ihlch
this study vas wads, some of the xiroihicm ad requiremonts of the state
incoue tex law will be ciscussede This law wes enscted in the State cf
Vontana by the twentyethird sossion cf the Lecislature in 1933,

Yho shall file sn incore tax retunﬂ Lvery person having a net ine
come, for the toxable year, of oue thousend dollers ($1,000) or over, if

single or if rarried, and not living with or supporting & hustand or wife
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or fanily, or of two thcun:ﬁd dollers (£2,000) or over if rarried and living
with a husband or wife, or if he 1s the head of a fmily, or & gress incoue i/
of twenty~five hundred dollers {22,500) or over, rezerdlers of his net
incom._ﬁ/

Personal exemptions ellowed urder the lers

" 1s In the csse of a single pergson or of & merried perren nct living

with or supsortinz a hustand or wife or femily, & personal exenpticn of one
thousand ($1,000) dollars.g/ |

2, In tho case of the head of & femily eor » merried perscn living

¥ith & hustend or wife, s personal exeupticn of two thousend dollars ($2,000),

%/ Gross income 1s ordinarily understoud to mem ell gaing, [rolits and inoo:e
derived fron salaries, wazes and coapensation for perscnal servicess also from
rents, dividends, securities or the transsction of any business carried onm for
profit. Certain exceptions ars made to this, however, under the incoze tax
law because of certain incores whish are exexpt from taxation under this law,
such ss: (1) the proceeds from life insurance policles whether recsived by the
beneficliary upen the ccoasicn of death of the insurad, or received by the ine
sured in return of presiums paid by hlm uncer endcwment insurance policies or
anmiity ocontractse (2) The refuncs in the forn of patronags dividends payed
to shere holdors of censumers® co=-operntivese (3) Salariee, wages ard other
cozpensaticn received from the United States Goverrments

B/ Eet income, as used in this study and upcn which the inoore tax is imposed,
is found to be quite different from that ordinarily used in the fisld of btusie
nesse In additicn to the cedsetions from gross income as generslly used in
its computation, such as losses from fire, storms, etcs., not conpensated for
by insurence, bad dedbts, reasoneble ceprociations of property, sll necessary
and oriinary expense incurred in tho operatica of a busicessj certain other
deductions sre allowed such ess (1) all taxes other than those inposed by
this ect, with the exception of improvement taxes; (2) 221 intersst paysd or
acerued during the year on indebtedress; (3) all contributicns made to any
political unit of the United States feor publie purposes, or war vetersns or—
ganizaticns, or fratemsal organitaticns operating under the lodze sy=tone

8/ "The Rovised Codes of Momtens,* Nelons, 1935, Vol, I, Chape 204,
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A hustend or wife livine toretter shall receive but one exerption, the amount
of which atall ba tvo thousend dollars {22,000)e If suah husbend and wife
make separate returns the personal exenption shall be divided equally betweon
 thens

Se Three hundred dollars ($300) for eech person, other than husband
and wife, dependent upon and recelving his chief support from the taxpayer,
if such depondmmit pérscn is under eihteen (18) ysars of a9 or is incapable
of self=support because mentally or physically defective.

4¢ In cass of a change In the famlily status of the taxpayor during
the taxable yeﬁr, B0 exemption which boars e ratio to ons thousend dollers
(41,000) for each r:onth he was unrarried shall bLe nilomd plus an smount
which bears tho .samo ratio to two thousand dollars ($2,07C) es the muber ef
ronths shich the parson wee married acd living with a husband or wife,10/

 From tho roqzirenents as to vio shall f1le an ircone tax return end

the provisicns 1ads fer pernonal exermptions, both gim sbove, it may be

gemm that thero will be a great number of returns mede on which the sllowed
exeuptions r1ll excsed the net income, end therefore on which no tax will be
paide This rives the basis for clessifying the retums as to taxeble and none
taxable returns es used in this studye The properticns for the yoar 1936

wore cn €Ge3 per cont tarable returns end om 327 per cent mn-tmbio‘

The Etate Income Tax Rates

The lew states, "Thero shall bs levied, collested end pald for each

taxable yomr upen the net inocome of every indivicusl subject to this tax,

:07 "ike Kevised Codes of Lontana®, Loce Cite Pe 1%¢
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after making ellowance for exanpticns and deductions, as hereinesfter provided,
a tax at tho‘ following rates, to-wit, ] |

(2) on tho first two thousend dellers ($2,000) of net income, or
any part thebreof. at the rete of cne per centum (1%);

(b) on the second two thoussnd dollars (£2,000) of net income, or
any pert thersof et the rete of two per centum (27);

(c) on the third twe theusand dollars ($2,000) of net income, or
any part thereof, at the rate of three per sentua (37);

(4) on any net incane in excecs of &ix thousand dollars ($6,000)
at the rate of four per centun (4%)e 11/

It 1s interesting to cbserve, et this point, that under tte provisions
of the state income tax law, thore exists a dobatable condition in the srstem.
This 18 in regard to the income mothod of personal exemptions. 12/ then these
exexptions ere suttra.cted fron the net incamcs, thess net incones are lowerod A
by this amount, thus each tends to fall into a lower bracket in which the
rates aro lover, The e.mounta paid by these having large incomes are, becanse
of the progressivo rates, affeoted more by this than those having lower
inocomes. If the retes of these texes continued to increase to a hirh degree,
es those of tle Federal incoms tex lew, the rates would be rendered less
progressives Thore would then be a disorimination in favor of the persons
having the larger incomes. But when the rates increase only to four per cent
(47), as in the Nontena incone tex law, this condition coases to be true.

The reverse beccmes true=-the tax rates are rendered more progressive throuch

11/ ViLe Lovised Coden of tontama™ o LoGe Uite s 124
/ Jensan, op, cite pe 7.
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this type of exemption than through the dternetive mothod. If thea there be
 any flaw in the s ystetm, it 1s due to the fact that the tax rates rise to only
four per cent (47) ard not because of the method of percom;l exemptions,

for this method of exemption, under the tax nl;o 1imits, renders the rates
BOTO progresslive than would be true of the other method of naking exemptions
and therefore causes the system to b&:ter conform to the principle of ability
to paye

The altermative n;othod of making perscnal exemptions under the income

tax law 18 §1llustrated by that of the State of Iorn. The tex rates there
rise to only five per cent, so that the method of making personal exempticns,
unlike that of l’optma, does ronder the tnj retes less progressive. Under
thgir systen the lew is made to apply to those having sweller incames, and
the psrsonal exemptions are made in the form of a flat sum deduoticn from the
tmount of imposed tax.13/ Specifically stated it is thuss Every individual
shall file an income tax return who is single, or married and not living with
or supporting & husband or wife or fenlly end whose net income is six hundred
dollars (§¢00) or over; or who l.- married end living with and supporting a
husbend or wife or fanily, end whose net income in eleven hundred dqilan
($1100) or over, Or anyone whose gross income is three thousand dollars
(33000) regardless of his net incame. The personal exemptions, made in the
forn of deduotions from the amount of inposed tax ares (1) for an indivie

duel who is single, or married and not living with end supporting a husband,

T3/ Feid, ¥argeret Ue end krition, Virginia, "lowa Incoce &s Heported in
c¢aze Tax Returns,” Eesearch Bulletin 236, Amos, Iowa, June, 1936, p. 131,
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wife or fanily, #ix dollars (£6); (2) for an indivicual who is zarried and
living with and supporting a husband or wife or who is the head of a femily,
twelve dollars (3$12); (S) for eech ohild who is under twventy=cne years of
aze (21) or others who are mentelly or physically incapable of selfe

support and sotually dependent upen the taxpayer, two dollars (¢2).

Liritations 3_1‘_ lata

Before proceeding further into the study, there are certain limitae
tions to the sultability of the data used to this typs of analysis that should
be pointed out. Although ro feesible and satisfactory zeans could de @:&ployod
to elininate these weaknesses, they should be bome .1n nind and given due
consideraticn in the results herein shown.

The first of /theao that should be renticned s the fact that the
data included only the upper sezmonts of the inscome esrning population,

This condition seae quite obvicus when one recalls the roquifsmts of the
law as to -tho stall file an incase tax retume This limitaticn is, however,
in part compensated for by the fact that for the period covered, slightly

over one;third of the returns were nonetaxable; whieh moans that these respoce
tive incares were equal to, or less than, the allowed exemptionse 5o, even
though the sanple covered is fraa the top serments downward, it cescends to

& fairly low levele It might bo more correctly stated that the cemple includes
all but the lmst sozment of the income eaming populations. _

Another 1limitaticn worthy of mention is the faot that there are
irevitably sane small and irreguler incomes which are not 1isted 1nA the in-

tome tex returns, and which of course escape taxatione 7This conditiom occurs
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&8 a result of thers belng no way for the goverrment to check on 1@171&1&1
incomes other than those froa regular scurces and ocoupationse It should
be added furthsr that not all of these imgukr incomes as missed from the
listing are due to willful evasion by the peopls, but in the majority of the
cases in which this is expected to occcur, mainly that of small businosses and
of laboring pecples, very iradequate records, or no records at all, are kept.
Thus meny smell items would be unintentionally omitted. A

The third limitation that should be mentioned is one of technici.lity,
as applied to this studye It is that of being uneble to separate the incares
entirely as to scurce. In the forn used, several qneei are provided for the
liating of inccues by type; i.e., sccording to salaries, wages, business
profession, or rents and dividends, The occupation of the person making
sach :emni ves then listeds In sane instances these incoues were broken
down as to type, but in others they wore listed as being of one typi and
source which in gome casss made for extrecely large salaries end wages which
led one to dmbt this as being the true situation. The altermative enployad
was to classify eaoh return um;'.or one type and scurce of income as showm by

the largest singls itam of incare. This is explained more fully under the
method of analysise

Finally, there 1s a limitation to the use of net incaue as a basis for
corparing the well being of famers with that of other businesses cor eccupa-
tions. Farmers have less living expenses than that of people 1n most other.
oocupations due to the fact that in esse of a rented farm the house is

fumnished free from rent, water for homs use is generally furnished free
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frou ccet, and the farmer usually raises much of his own food. For these
reasona, the farmer may hsve a higher level of well being end still have s
oonslderably lower net income than that of most other osoupations. Decause
of this gituation, the low net Mm; of farﬁora oy pﬁcmi & sonewhat
false Plotures This fast should be borne in mind and given dus oonsideration
when meking conparisons betwesn the woll boing of farmers, on an incoms basis,
md thet of other occupationse Het lncame 1s alse subjoct to a limitation
when used as a means to canpare the well belng of landlords and investors
with that of othsr ocoupations under the income tax lewe 411l money spent
for payment of interest is exempted from the state inccme tex, while tfut
Spent in payment of rent is not exaupteds For this reason thers is a heavier
tax imposed on the incames of people in other businesses who pey rent than
there is on the incomes of lanclords and investors who meke theilr payments
for borrowed capital mainly in the form of interest.
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- GIARACTERISTICS OF 1636 MONTANA YSCCME TAY FETURNS.

Number of Returns and Proportion of Population Filing

The totel nuuber of state incoue tu-retums for Montena in 1835
was found to be 30,266. Of this mmber, ths proportion of taxable returns
vas £6e3 per cent end that of non=taxadble, 33¢7 per cent, being almost
perfectly divided into the ratic of 2 to 1. }_g/ Ascording to the mideyear
estimte of population of £31,000, whie“h ¥as piven in the Statistical Alstract
of the United States for Montana, in 1936, the proportien of population
filing state income tax returns was calculated as Leo6 per cente |

In Iowa the proportion of population filing state returns in 1534
m-'h& per cont, of which slightly less then two thirds woers taxable.15/
This wuld seem to indicate that incones are on tho‘uorugc higher in Iowa
then in Montana, but this is untrue, for the averege net income for those
filing retumns in Montana was $2,435, while that of Iowa was only $1,697.
The resson r;r this emdition is mede clear when one remembers that, as
glven earlier in comparisons of the two inccue tax laws, in Iowa the income
tax law begins to nfply at & lower figuree This helps explain why the
Sverage ret income shown for Iowa 1s 80 much below that of Montsna, But
sncther very obvicus resson for this is the fact that a mueh higher pfo-
portion of the inscme tax retums in Iowa are filed by famers than in
Yontana, and in Iowa @3 in Montena the average not income of famers is

much below that of other occcupatiens.

14/ It will be remexbered ihat & return is classified as non-texnble when The
sxount of sllowed exemptions equals or exceeds the amount of net inocome.

15/ Reid and Britton, ope cite pe 15,
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TAELE Io STATE IRCOME TAX RETURNS CLASSIFIED ACCCRIING
TO IYFE GF RETURN AXD ACCCOROING TO OCCUPATION,

¥ONTAYA, 19368
Eoe OF Ho.of hon=  Per eent of
Koe of Taxable Taxable Returns
Ocoupation - - Returns Returns Retums Taxable
Pusiness S ) '
Farue, dairies & runches 1,869 554 1,066 358
Retall and wholesale 2,121 1,210 811 : 67,0
Cafes and hotels 374 194 180 ' Ble9
Gas, oil and gerage . B0 - 291 212 6748
Insurence and Real estate 102 © 73 29 71.6
Other business 610 S59 21 65e4
Total business 6,3¢9 2,761 2,608 £l.¢
‘ Professicnal : Co '
Dootors, dentists, eto. £58 437 121 7843
Educators 2,000 3,626 374 £1.3
Lewyers 308 235 73 7643
Other Profession 24 184 47 806
' Total professicnal 3,107 2,492 €16 E0e2
Employees
Farms, dailries & ranches 278 ° 166 121 6642
Wnin,g 3.705 3.595 1.110 70.0
Lunbering 861 279 g2 T7e8 .
X¥amifssturing 559 405 154 724
Fotors, garsres, ete. €80 472 208 €04
. Construotion 417 302 116 72.4
Government 2,310 1,623 787 €849
Retail 2,477 1,743 734 70.4
¥holesale 1,061 ‘ 7¢9 262 7601
Ces, oil, and refining €cs 413 1%0 GEeb
Bank- ‘ 416 S04 2112 ‘731
Iﬂ!o. Re Eo & Finance 6l¢é 423 183 6847
Cafes, and hotels ‘210 187 &3 T4.8
Transportation & Comram. 4,477 2,851 1,626 €37
Power, gas & water 1,008 €66 . 360 £5¢2
Newspapers & printing 636 339 o197 63,2
Other enployses §o2 384 ne T6eb
Total exployees 20,202 13,750 - 6,412 6343
Investors 1,678 1,010 668 ) 64,0

Totals 30,206 20,053 10,203 6643




Site _q_{ Incomes

The ;vemgo net income for all oocupstims mnd for both taxable
end ncnetaxable returns was $2,435 in 1935 for the siate. This figure is
very tjpical of all the incoues, for am may be seen fros table II, the
ingone 6lass in which it falls is the distinotive rocal olasse In this
olass, which ranzes from $2,000 to $2,599.9, 30.5 por cent of the totel ine
coces fulle It may be seen, however, that there are almost three times as
my' of the rensining ircdividual incomes below the modsl class, or class in
which the arithmetic aversze falls, as thers are sbove it. This coadition
indlcates that there is to a mer degree unequal distridution of income
among those filing retum. The same condition could be exprosud by
saying that, after rmcving the 30+ per cent of those whose inoomes fall
within the mocal class, there would bde thrao individuals below this class
to one above it with the sams tote} szcrezate income; 1.0., the average net
income for those -Lbov. ia thres times that for the individual bLelow the
modal class. - This fact may bo more readily comprehended by noting trm
table II that 2 per cent of all those t‘uing roturns had a net loss, 3.7
per cont had a net income of less than §£00, 7«9 per sent less than 31.000,
end £0.1 per cant less tran £2,000, while for the mining, 4%¢9 per eent
the net income wre $2,000 cr sbove. |

Then givm these facts as &n averzze for both taxable and pone
taxsble returne, one naturally wonders how sach would aiffer from this
averagee The averaze net income for all nonetaxable returns is found to bo

less than cne=half that of the taxable ones. Theae figures are 2,835 and
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$1,452 for the taxable snd nonetaxable returns, respectivelys, Table II
el50 shows that the net q.ncomes of the non-taxable rotums are clustered
into the lower income btrackets, with wory few ceses appearing above the
brecket, §2,000 to $3.000; This condition 18 expected bocause the allowed
persocnal exemptions seldom exceod this renge. At this point, cne might
queation the possibility of e non-taxable return ever reaching the high
incaze brackete, as is showm 1# teble II.  This ocndition arises from the
foct that all incomes recelved from the Federal Governmmt, and those received
85 proceeds from 1ife insurance polioles are exempted from the state income
tax, also from the fact that all contributions mde to any political diviesion
of tho United States for public purposes, and all contributions rede to any
tﬁtema.l erganization operating under the lod:e system or to war veterans®
orgenitations are allcwed es deducf.ions when computing net inccme.

As for the taxsble returns, it may be seen from table II that they
tend tosard the higher income brackets, snd seldom is tﬁort one found below
the 31,000 marke This is readily camprehended by refenmeo szain to the |
sllcwed perscnal exesptions under the lawe The few returns that are found

below the $1,000 mark cccur ss & result of a person residing in the state
for a fractional part of the taxable year, in which case the exempticns

are prorated on & monthly besis in proportion to that sllowed for the yoar.

Tctal Income, Income Taxes and Total Texes
_A_u_ﬁﬁom in Income Tax Keturns

The total net incoms for those £iling income tax returns in



TABLE 1Xe

STATE INCOME TAX RETURNS CLASSIFIED ACCCRDING
TO TYPE CF RETURNS ARD SI1ZE OF RET INCO:
MOKTANA, 193Ce

: Tor Cent

Class Intervals FoneTaxable  Taxable Total of Total
(Dollars) Returns Returns Returns Retams
$ Yet loss 613 - 613 2.0
0= 249.9 218 - 218 o7

260 =  499.9 203 2 296 1.0
600 = 74949 357 1 358 1.2
750 = 99949 8o2 2 894 5S¢0
1,000 = 1,498.9 1,878 5.575 7,463 24,7
1,600 = 1,990,8  2,697 2,677 5,274 176
2,000 = 2,095.9 3,249 5,994 9,243 50.5
3,000 = $,959.9 100 2,858 2,958 9.7
4,000 = ¢,999.9 4 1,15 1,165 3.8
5,000 = £,099.9 1 620 621 2.0
6,000 = 6,999.9 — 362 362 1.2
To000 = 7,56949 == 238 . 238 .8
2,000 = 8,099.9 — 196 196 o6
9,000 = 9,959.9 —— 73 3 »2
10,000 or Over 1 S24 325 1.1
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por cent was from persons having taxable incomes, while §14,814,347 or
201 per cent was from those having ncn~taxable inoosos.

The total incone tax shewn as pald on those incomes was $488,068.
Thﬁn when ealeculated fraa these figures, the aversge pro;:orbion of net income
absorbed in income taxes for 0.1.1 persons filing returns was 0.7 per cent.
This rate seoms extremely low, but it 1s to be remesbered that all the ine
econe texes ere pald bty thoze having tuﬂ;lel inéames, so that for thoses
who pay the income tax the averspe propocrtiocn of net income ebsorbed in
. taxes is re.isedlto Cel psr gent.

The total taxes, cther than income taxes, es show 1n these returns
in 1936, was §4,215,85952, | Diﬁdin}; this figure by the 1?01;&1 net incomo as
showm for the year, the averaze proportion of net income for all those
- filing returns, remired for payuont of other taxes is found to be £e7 per ecent.
By adding the two tu'r;tea togother 1t may be seen that the proportion of
net incoze required for payment of all taxes is 6.4 poi- éont. These rates
when prorated equally for all persons are found to be quite low, and
‘uemingly there would be no csuse for alarn over the tax burden, but, as
will be shewn later in the study, these rutes are not prorsted m@ll} to
psrsons in diffsrant ocoupations, and on ccmo;tho tax burden is a diffie
cult load, |

| The question no doudt hu@rhen in the mind of the reader, es to

what proportiog of the total taxos paid in Yontana §in 1536 was kwlu;ied in

the income tax‘roturn:. and as to what proportion of the total tax was

made up of income taxes. The total tax lovied for all purposes » exclusive

of state income taxes, in 1936 was 332.070.600.16/ This figure Aico

16/ Seventh Eiennial Keport of the State board of iqualizetion of L. tena
Tor the period, July 1, 193¢ to June 30, 1536, relena, 193G, Pe 10’:’?‘.m
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.'mciudm Pederai incaas taxes paid by poople in Montans. When the total other
taxss shewn in the returns is divided by this total for the state, 1t gives
1446 per cent s the propertion of the to‘tsl atato texes, exclusive of
incoze texes, shown in the state income tax retusrnse The total texes levied
in Eontana including the ircaze tex for this yeer is found to be £32,5£9,453,
¥%hen the tot'nl ircone tex levied 1s divided by this figure, it cives 1.5 per
oént 88 the proportion cf the totzl tex levied that is mede up of income
tsxsse For those filing income tax returis thre propertion of tctal %ax
pald, as showm, 1s found to be 1.4 per amte

Even though the proportion of totel taxes mede up by those £1ing
incoze tax returna is of ocnsidersble size, the proportion of the siate
total taxss made up of income texes is very lowe This condition would lead
¢ene to conclude that, ragardless of hcw good the theory ray be of sdjusting
the tax burdea to ability to pays the stiste income tax law hes cone relatively

1ittle toward socoxplishing this rezult up to this tines

Farital Status and Sex of Those Filine State Income Tax Eeturms

The estimated proportion of the tcotal population who filed state ine
come tax returme in 1936 waa glven earlier in the atudy as 5.8 per cet,
This fizure aloue gives an incomplete pleture, and o1e 1z naturslly interested
in kiowing the distridbution of trese returns for tke adult population on the
besss of sex and sarital status,

Ey referring to tabdble V, it may te seen thei of the 30,286 returns,

24,063 or 7Ye6 por cont wers :iled by rales, 4,349 or 14.3 per ceunt by
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TAELE IXl. TOTAL AND AYDTASE EFT InCCuZ BY CCCUPATION AXD BY
TIPE OF KEIURN FOI THGSE FILIDG INCORE TAX RZTURES,
WIHTARA, 163€. : :
TAXADLE RETURES NOR=TAXADLE BITURNS
Total AvOrape Joial average
Ket ¥et Bet Eet
Ceounation Incone Incorse Income Incore
Business
Farrs, Pairies & Ranches - 2,164,571 S, 644 £64,364 £30°
Ratall and wholesale 4,773,E23 3,945 1,008,943 1,162
Cafes e:d hotels €8l,8e5 S,E18 140,472 780
Gas, cil and garege 1,268,120 4,387 286,961 1,212
Insuranze & resl estats 2B4,bES 4,035 36,907 1,273
Cther Business 1,873,388 4,695 242,340 1,148
Total busineas 11,088,745 4,008 2,259,987 re2
Professicnal
Doctors, ce:tists, etc. 2,249,888  §,148 163,852 1,380
Zduoators 2,847,233 1,726 594,463 1,689
Lawyers 1,298,019  &,524 117,997 1,616
Gther rrofessicral 6L0,742 2,838 74,384 1,583
Tolal professional 8,545,880 2,402 60,166 1,845
Explcyeos '
Farms, deiries & renches 450,238 3,163 182,019 1,604
¥ining 5,267,608 2,259 1,878,527 1,682
Lunbering 513,976 2,917 126,781 1,634
Yanufecturing 1,108,652 2,733 60, 721 1,58
Yotors, zarages, etc. 1,347,932 2,886 383,811 1,845
Construction ; . 742,088 2,460 106,942 1,704
Goverment 3,369,977 2,2C6 1,326,839 1,686
Ketall 4,674,854 2,602 1,182,47¢ 1,626
¥lrclesale 2,672,650 S,2€1 459,708 1,807
Gas, 011, and refining 1,188,188 2,877 338,822 1,730
Bank 1,038,619 S,418 194,861 1,740
Inﬂ‘-lrﬂnce. R' EQ. ‘nd yinl 1.*54.1‘1 5.‘39 322.754 1’.672
Cefes end hotels 3¢0,0C2 2,293 7,823 1,387
Transportation & Commune 6,700,768 2,360 8p165,357 1,868
Power, res & wator 1,747,383 2,63 703,Lc8 2,010
Sewspepors & printing 679,879 2,898 389,601 1,878
Gther explcyees 1,018,497 2,639 178,871 - 1,216
Total enployees S4,7€1,649 2,821 11,481,121 1,750
Investors 6,081,610 6,031 - 83,043 146
Totals £3,884,564 2,835 14,81¢,347 1,882
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TAELE IVe TOTAL TAXES PAID BY TYFD CF TiX, AND TOTAL XET
LiCOLE LY OCCUPATIONS, FOR TUUSD FILING STATE
ICCOLE T#X RITURNS, BCUTAVA, 1036 ‘

" lotel

Tolal itotal ictal
et Incore Uther A11
Cocumation Incone Texes Paid  Taxes Paid Taxes Fatd
. Business ,

Far:s, Dairies & Ranches 2,728,936 18,137 614,843 €32, 90
Eetall and wheclosale 6,832,471 44,4000 420,4¢€0 434,9¢8
Cafes end hotels £22,057 £,235 100,484 108,722
Gas, oil end garspe 1,825,081 12,680 120,826 132,511
Insurernce & rosl estate 331,462 2,390 20,466 d2,t86
Cther business 2,118,726 24,548 141,862 1€5,110
Tctal buginess 13,388,732 107,703 1,397,841 1,508,544

Profocsional -
Doctors, dentists, etce 2,412,928 27,001 135,680 162,€11
Educators 3,441,696 10,362 €2,736 73,008
Lavwryors 1,41¢,016 16,150 £8,60% 104,795
Other professicnal €25,126 4,202 16,332 25,634
Total professional 7,886,778 £7,816 306,223 564,033

Enployeos

Farms, dairics & ra-ches €72,257 3,128 40,717 43,845
Elning 7,146,133 22,816 132,684 1€3,400
Lontering 836,757 8,853 26,851 38,404
Fanufscturing 1,408,413 6,853 48,122 £z2,018
Eotors, garaces, etos 1,731,743 8,323 45,441 L4,764
Construeticn 838,023 5,070 26,836 31,608
- Government 4,606,876 12,481 122,210 134,691
Retall £,8C7,033 27,387 168,286 192,643
%holessle . 5,072,328 16,142 76,781 92,623
Ges, 011, ard reflaing 1,E26,820 £,850 45,855 £4,405
Fank 1,233,320 0,280 €2,896 72,778
Incurance, Fele and Fine 1,777,455 11,834 72,£86 £4,730
Cafes end rotels 431,928 2,226 1t,013 17,239
Trunsyortetion & Covame 9,896,11C 21,7¢ES 285,704 277,842
Power, gas & water 2,450,861 - 9,401 64,484 T3,EE8
Rewspapers & printing 1,2€9,8¢0 3,828 26,%¢4 30,889
Other Employecs 1,182,868 6,813 44,2¢€2 1,176
Total employeos 46,242,770 152,320 1,276,661 1,4£8,881
Investers 6,174,EL3 131,120 1,234,667 1,388,887
Tctals 73,602,531 488,908 4,215,852 4,704,LE0
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famnles and 1,544 or Gel per cont wore [iled jcintly by & husband and
i:ifo; In the case of tho males, the ralcrity of returns, €7.2 per cant,
wore filed by married mene In the cese of tha ferales, the reoverso ig
trus, the wajority or €146 per cent of the roturns being filed by single woucne

These results are examctly what cne would expeot boosuse in the case of
the male proup, the clder men, who are goserally married, have larger incoses |
on the average and therefore 'ﬁle. propertionately core returns than the single
nene Un tho cther haxd, in the cese of the fousle group, very fow married
vomen werk cutsice of their homes, and consequently few have inconesy also
| rarried women who have incores may file jointly with their husbends, plecing '
the returm under the Jéiﬁt return claasinenticn. Both cf these conditions
are conducive to glving the majerity of retume filed to the single woman,

It 1s quite interesting to note how the marital ststus and sex vary
eneng the ¢ifferent éccupations. ¥rom teble V it may te seon that the busi~
ness group is rade up noarly exclusively of ralese Jn the profoesionel greup,
hcwdvor; the fermles lead oven in nurbters, which moars that the projortion
of the tctel fermles in this group 1s very much greater than that of vales,
This 1s true beosuso of the nurses in thls group which are exclusively wouon,
and also because, as shown in appendix B, tlhreo=fiftls of the ocucaters, which
ere placed in this group ers woume. In the euployes group the nurmbers for
both males end fenles are groater than that for sny other occupational
greap, but the propertion of wen falling in this group 18 much greator than
that of wonmone

as for mﬂtal status, it may bo seen that in the case of the rales,

the greater portion falling in the business e-d prefessional groups are nsde
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tp of married men, while the single men are largoly-concmtrated in the
enéloyao groupe This condition cne would expect because clder inen, who are
usually msrried, sre the énas found to te in busine:s fcr therwelvese [ut
it is interesting to mote tlxt contrary to these groups, the propjortion of
single mm'in the investor group 1s mch greeter than for merried mens Cne
reascn for this is the fact trat young heirs who have come into pcssession
of woalth have it invesied for thea in trust funds, or iavest it otherwise
for thaiselves until they become of age or finish their schoolinge

In the famwle group the sonditions in this respoeat sre the reverse.
Tre single wonen ere by far in thoha:ujority of the total women and the pro-
porticn cf the single woren in ths business and professional groups is very
mich greater thaa that of married wc;mm. while the rarried women ere con-
centrated in the omgloyaé groupe Thia sondition is true beca.uz_e the educators

are made up largely of wozen snd the nurses &re women exclusively, and in both

cases most of these women are single.



TALLE Ve FARITAL STATUS ARD £EX, BY OCCUPATIOSAL GRUUPS, OF THICE
FILING STATS INCOVE TAX RuTUNNS, WCNTATA, 1938.1/

Ccoupational Sex
rale Fenale
Groups all Joint
Returna Total Yarried - Sinrle Telal arriod Sinrle - Roturns
Business 5,369 4,583 3,721 £c2 s22 29 223 454
Professional 3,107 1,418 1,067 361 1,560 102 1,368 139
' &
Emplcyees 20,202 17,117 10,8¢8 6,252 1,094 433 1,E61 1,091 ¥
Investors 1,878 €48 ELE 390 433 87T 386 . 150
TOTALS 30,256 24,083 18,208 7,856 4,349 €01 3,048 1,044

yA Joint return is filed by a husband aad & vife who heve separate incomes, btut who preler to file only
cne return “eintly.



*3le
AN ARALYSIS OF IIIE TAX EURLCEN CARKIED BY VARICUS ZRCUPS IX EONTARA

Introduetion

Ccoupation wﬁll be used in this study as a basis upon which to make
comparisons ss to income distribdution, amounts and rates of taxes, both income
taxes and other taxes, These ocoupations number twenty=eight and are considogod
85 those being most common and widely distributed in the states lost of these
ars desisneted by comnon and femiliar terms which are self-explanatory,

The ocoupations are grouped into four distinet classes, based upon
the form of income received; 1.0., whether profits fron business, prdfes‘ucml
incomes, wages or salsries, or income from investmentss These groups are then
dulgmtqd 88 business, professional, exployees and investors.

In the investor group, ro attempt was made to rsubdivido these incomes
into smaller units, but ell incanes from investments whether from rents,
intersst, dividends or royalties are placed into this classifications From
this 1t may de seen that the incames of this ‘group are very largely from
property in one form or anothere

Under each of the other groups, the ocoupations listed are self=-
sx;lanatory, with the exception of the one desiznated as "other.” This classi-

fication s erployed to allow for placing in the group those ocoupations
rightfully beloanging there, but which cocur only very rarely, and which are
of minor importance in eomparison with the total for the groupe Under the
business group, this “"other" .Mcludas principally plumbers, undertakers,
contractors, transportation and nmp;por businesses. Under professional it
includes mainly nurses, oubalmers, and eangineers, while under employees it

includes mostly stencgraphers, plumbers, end those receiving wages and saleries .
who listed no occupation,
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Income in Relation to Ocecuvpation

The total net income =& shown in these returrs for the year 1936
was §73,608,631. Thlslriguro’, when divided by the totsl mmber of returns
for the yeer gives {2,435 as the average net incoms per return filed.

One will be interested in krowing how the averege net incores tot
the dlifere.t occupstimal groups compare with that of the ntnto averago.
a8 tel} es how the totel net incame is distributed among these groupse
By referring to table VI, it may be seon that as for total net incase, the
omployoo group leads with §46,242,770 or 62,7 per lcmt of the state totalj
the business group is seocond with 13,365,732 or 12.1 per cent of the state
totaly the professional group is third with $7,895,776 or 10.7 per cent of
the stato £ou1, tnd fourth and last is the investor group with §G,174,653
or 8.6 par}cont of the state totals For a graphic comperison of the pro=
rortion ct total net income to that of total returns filed by thece groups,
see fiéum ) |

Eow do these osccupational groupe conpare as to averaze net 1neom§
per persca nliig & returm in each? 7The first and mest interesting obe
servation is the fact that the order of magnitude in which these groups
appear ln size of @vonge.net incore 1s the complete reverse of that for
total net income for esch (,roup.* The investor group, although- last l_x: crder
of total net inocke, ranks first with an avoragze net inocome of §4,513. The
profeszicnal_ groé.p. third in rank of total net inccms, ranks second with an
aversge of {2,641. The business group, second in rack of total, rsah third

vith en average net income of $2,488, And the enployee group, althouch
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first in rank cf total, ranks fourth or last with an aversze net 1ncpme of
$2,229. Ses figure 2 for a grephlic corpariecn of average not income by
occurational groupse

At thil'point comment should be made &8 to how typleal or re:sresenta-
tive thos'e aversze net hccmes are of each respective ocoupaticnmal group. It
zay be gseen by reference to table VI that within the ssployee group there is
relatlively little divergence of esch minor unit from the tveﬁgo for the zroup
&3 & vhole. The avera-e net incares tof the minor units are fairly unifors.
i3 for the 1nvegtor group, ihere are no subdivisions, so that the average for
this group msy be considered as perfecte Ih the profecsicnal group, it may be
noticed that there is o very wide renge within the averages for the sube=
unitse The average incomes for the lewxyers end dootors mk second and third
respectively for all ocoup&tions, being excesded only by that of the investors,
while the averace for the educators razks next to the lowest, the averagoe for
the t‘amers being the lowest of any, In the bmi:es- group, in which the
ferners ran, the aversge for the sub-units ranges {rom lmst of all occupe=
tiom to that of fourth highest in ease of the unit “othor® usinesses. Thus
when the averege net incaues for these mjor groups are mentioned, it shculd
'be remerbered that the avorage for the educators is far below that of the
other professional groups, end that for the farmer, although placed $n the
proup being third high in aversge net inocame, his aversge net inecme is the
lowest of all occupations in the state.

In table VII is shown the distribution of net incomes by aize for
Ath. occupational groups. It mj be ncticed that within the proi‘esaional snd

enployee groups alike there is s heavy concentration of individual incomes
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within the range of 81,000 to $4,000. This concentraticn is slightly below
the {2,000=={3,000 group, in whioh the average for these oscupatiors and
for all océupationl -fall, but the nuzber falling below the $1,000 mark is
- relatively very fow, being consliderably less in the case of the prcfessional
groupe17/ It may be seen also that there is, in both oesecs, & considerable
nunber of these incomes falling $n the class of $4,000 or over. It eould
be stated then that in both cases the najority of ia;d.iridml incomes fall
. within the range of $1,000 to $4,000, end that the mumber falling below this -
renge u Gzite lcw as compared to those falling adove,

It ray be seen that in case of the business group, 1n this respect,
the situation is quite different from that of the gslary end vrigo groupe.

The incones are less concentrated in the 41,000 = §4,000 range, thus there is
wider dispersion of incames in this groupe As may be secu elso, the pro=
portion of tho»inooméa of this group falling below §1,000 is much higher
then that of the professional and aployes groups. Likewise it nay be scen
t!mt this situation is mich more true for the investor group than for that
of the professicnal groups - :

It will be rernesbered that the income of the business group is
principally from property, and to & scmevhat lesser dogree also of the
investors. £o it secems quite evident that there are less fluctuations and
risks involved in the income derived from wages and salaries than is the case
of those incomes derived from property. This belng true, it would sean that

T/ I there ia quostion as To how 1T 1s possible to have persons whose net ioe
coue 18 under $1,000, file retur:s, it ray be remesbered that the low applics
likewlss to anyone whose groes inceme 1s $2,500 or overe The allowed deduge
tions then may lower the net incaze to less than §1,000.
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AVERAGE EET INCOME RECEIVED AND PER CENT CF

TOTAL ¥ET DICCLE RECEIVED BY OCCUPATICHS AS
CIOKE 1IN STATE TNCOYE TAX RETCRNS, YORTARA,

1926
Yumber Averapge Per cont
Total ¥Wet of Tex Fet of Total
Qocupation Income Returns Income YXet Inoome
Business ’
Farms, dairies & ranches 2,728,935 1,669 1,646 ST
Retall and wholessale 5,832,471 2,121 2,760 7e9
Cafes and hotels - 822,067 374 2,198 1.1
G”. 011 md g‘ng. 1.525.081 ’ m ) 3.032 201
Insurance and Real Estate 331,462 102 3,280 od
Cther business . 2,115,726 . €10 3,468 2.9
Total business 13,356,732 £,369 2,488 18.1
- Professionsl .. -
Doctors, dentists, etc. 2,412,938 " E58 4,324 Se3
Educators 3,441,696 2,000 1,721 4.7
Other Profmsionnl 625,126 24 2,504 o8
Total professional 7,895,776 3,107 T 2,541 10,7
Enployees :
Fearms, dairies & mchos 672,257 278 T 244368 9
" ¥ining 7,146,133 3,706 1,929 ‘GeT
Lumbering 839,767 361 2,603 1.3
‘Yamufsaoturing 1,409,413 869 2,621 19
Yotors, garsces, oto. 1,731,743 620 2,547 2.3
Construction - 938,828 417 2,662 1.3
Government 4,686,276 " 24310 2,029 €8
Eketail 6,867,033 2,477 2,369 8.0
" Eholesale ‘3,072,385 1,081 2,923 4.2
Ges, o1l, end refining 1,626,820 603 2,832 2.1
Inse., R,E. & Finanoce 1,777,495 618 2,888 204
- Cafes, end hotels 431,926 - - 210 2,056 - - o8
Trensportation & Commm. 9,896,118 4,477 2.210 13.4
. Power, gas & water 2,450,861 - 1,008 " 2,436 - 9%
" Kowspepers & printing 1,269,880 536 2,369 1.7
Other employees 1,192,368 &02 2,376 1.6
Total exployees 46,242,770 20,202 2,239 62,7
Investors 6,174,663 1,678 4,913 Beb
Totals 73,668,931 30,256 2,435 100.,0




TAZIE VIIe STATE INCOVE TAX KETURNS CLASSIFIED ACCORDING T0
CCCUPATICRAL GRLUPS AXD SIZE OF FET ISCOUE, JONTARA,
1638

Class Intervals Eusiness Professicnel Enployees Investors  TOTAL
(Dollars) )

Eot Loss €1 . 13 53 g6 €13
0-248.9 114 | 6 £6 @ 218
260 = 499.9 166 1 67 61 295
500 « 74949 176 21 103 &8 358
760 = 999.9 264 66 4€0 94 894
1000 = 145945 669 1077 5402 215 7453
‘1600 = 1569.9 733 €£6 3680 200 £274
2000 = 2999.9 1261 596 7118 278 0243
3000 = 3999.9 665 274 1844 185 2933
4000 = 4999.9 339 123 652 101 1165
£000 = £999.9 220 €7 277 7 e
6000, = 695949 107 &8 159 38 362
700C = 7595.9 13 26 118 39 233
8000 = £6¢5¢9 45 22 10 19 196
9000 = £999.9 23 17 17 16 73
10000 = or over 106 74 36 109 525

Totels 63€9 3107 20,202 1678 - 30,256
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Figure l.--Proportion of total state income tax returns filed, in comparison

to the total net income received by occupational groups, Montena, 1936,
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FIGURE 2A

Comparison of average net incoms received by
occupational groups, Montana, 1936.
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Comparison of average net income received by
farmers and - of all other businesses,
Montapa, 1936.



=35

there 1s a grave flaw in the use of property as a mossure of ability to pay
or es & basis for taxation. As may be seon, there is a considerable raumber
of incomes in the business and investor groups which show a not loss. %hen
property 1s used us a basis for texation, as 13 very largely the case in
these groups, those whose incore 18 & not loss may be texed at the same rate
a8 trose recelving larze lnocmese Property in such cases would not o:ly
fail to repr;asent ability to pay, but would léﬁ.mlly be & drain upon incomes
derived from other sources, if e:ye In view of this situstion it is easy to
8eo shy nany writers on the asubjeot of texation e pralse incote as & nonsure

of ebility to pay, and as a Just end equitadle basis for taxatione

Income Taxos in Relation o Ocoupation

The totel state income taxss levied in 1536, ai shown, in the incore
tax returns wes {480,568, This smocunt wes distributed to the four occupational
groups, in order of marnitude as follows: the exzployee group $152,320 or
39:4 per oent of the total, the investor group $131,120 or 2608 per cent of
the total, the business group $107,703 or 22,0 pér cent of the total, and the
professicnal group $57,815 or 11.8 per cent. The rosder will rezezber that
the order in which total net incomss for these groupe lppeared. acoording to
magnitude wes thusy the esployee group with €2.7 per cent of the total, the
business group with 12.1 per cent, the professional group with 10.3 per ces;xt
and the investor group with 8.6 per cente At first glnno;. one may wonder how
it is poseidle for the invest-r group, having the lowest total net incone, to
renk second in total income tlaxes palde This is explained by the afiect of tre

progressive rates of taxation ezployed in the ineone tax systens The invester
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group, having the highest average net u;como of the four groups, is taxed
at & bhicher rate. The azzregate amount produced from this souroe tharaby,
excecis that of either the business or profeessional groupe This condition
is stown graphically in firure S.

Bow do the incoze tax retes compere for the 'dlffennt cocupetional
groups? These rates are given as proporticn of net income absorbted in incone
taxoss The average rate for all occupetions, s shown in table VIII, is 0.7
per cont. The rates for the dirramt cccupatioral groups, in orcer of
magnifude afe a8 followss tre 1nv§atcr group 2 per cent, the business group
o8 por cent, tlie professional group «7 per cent, and the ezployee group
+4 per cent. . v

As e::pla_inod sbove, these rates tend to follow the average net incore
for the groups 1.6., the group having the highest average net incoze per
person will likewise tend to pay o. higher rate of texes because of the progrose
sive rates. This line of reascning, however, fails to hold true in all ceses .
A8 may be neticed in tho csse of tihe busiress and professionsl proups. By
referring to tables VI and IX respestively, it may be seen that the averayze
net mﬁmzsa is kKighor for the professional group than that of the business group,
yet the rates are higher for the business group. This econdition arises becsuse
of the fact, that the incomes of the business group are more widely distrituted
in range of size than sre those of the professicnsl groupe This would mesn that
& greater proportion of the business itcozes would fall in the upper incoze
brecket, than for the prcfessional incomes, end would thereiore bas taxed et
& bighor rete. This, obvicusly, would raise the average rate fcr the groups

In conclusion, it may be seaid of the income tax thet it causes
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Figure 3.--Proportion of total net income received in comparison to total
income taxes paid by occupational groups, Montana, 1936,
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TASLE VIIX. PER CEMT CF ECT IFCCNE ALSORBED I¥ STATE INCOLZ
TAZES EY CCCUPATIONS FOR TEOSE FILIZZ INCOME
TAX RUTUFYS, MORTANA, 1938 :

Total Per cent of net
Totel Eet Income Incorse ebsorbed
Occupation Incone Taxes Pald in Income Taxes
Buginess - .
Fﬂm. damas & mchﬂ‘ 2.723.955 18.137 .7
Eetail end wholesale 6,832,471 44,506 N
Cefes and hotels 822,067 5,238 o6
Gu. 011 &nd G‘mgo 1.525.081 12.8&5 08
Insurance axd Real Estate 331,462 2,350 7
Other business 2,115,726 24,648 1.2
Tot‘l bu‘m'.‘ 13.355.7& 107.703 8
Professicnal
Doctors, dentists, eto. 2,412,938 27,061 1.1
Educators 3,441,696 10,362 %1
LaIYQI'I 1’116’016 16.190 101
Other professional €25,126 4,202 7
Total professional 7,895,776 67,816 o7
Employees :
Farms, dalries & ranches €72,257 3,128 ob
Elning 7,146,138 28,816 ot
Lanbering 639,787 8,583 9
. ¥amufacturing N 1,409,413 6,893 b
Yotors, gerazes, stee 1,731,743 8,323 o5
Construction 38,928 6,070 5
Govermment 4,686,876 12,481 3
Rotall 5,867,033 27,387 5
¥holesale 3,072,385 18,142 b
Ges, oll, sad refining 1,626,820 8,690 o6
Bank 1,233,380 8,820 o8
Ins., ReEe & Finance 1,777,456 11,834 o7
Cafss and hotels 431,925 2,228 «b
Transportation & Corwane 9,886,116 21,768 2
Power, ges & water 2,450,861 19,401 d
Kewspepers & printing 1,269,580 3,025 »3
Other employess 1,182,368 6,513 N
Total eaployees 46,242,770 152,320 od
Investors 6,174,653 131,120 2.0
Totals 73,668,631 428,968 o7
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TAJLR 1Xe PELCEETAGE GF TCTAL FET IRCOME RECEIVID AUD PhRe
CEXTAGES CF INCOXE TAXES, OTAER TAXES AXD TOTAL
TAXIS PAID BY OCCUPATIONS FOR THCCE FILING STATE
IRCONR TAX RETURNS, BORTANA, 1536 ‘

. Fer cent of mr émt of FPer oant of Fer cont of
Total Fet ®Btal Insorme Total other Total Teaxes

Occupation Inocome Bxes Paid -Taxes Paild Paid
Businesg _ : :
Farns, dairies & ranches 37 3.7 14.7 - 13.5
Eotall mnd wholesale 7.9 . 179 § 86 96
Cafes and hotels - A 1.1 1.1 2.3 2.2
Gas, cil and garage : 2.1 . 26 . 2.8 2.8
Insurance & real estate = od . s o6 N
Other business 2.9 . Be0 3e3 Seb
Total business 12,1 22.0 3361 3260
Profecsional . -
Dootors, dentists, eto. Sed Eeb 32 - Je5
Educators _ 4.7 . 21 186 - 1.6
huyers ' : 1.9 ‘ Se3 2.1 2.2
Other professicnal . . . 9 ¥ oB
Total professional 10.7 . 1le8 7.3 7.8
Eaployees : :
Farns, dairles & reaches o9 N3 1.0 o8
Hining . Pe? ; 6.8 Sed Se8
Lumbering 1.3 . 1.7 . , o5 T
thtnring , oS . 1.4 : 1.0 101
¥otors, garazes, estce 2.3 1.9 le2 1.2
Construction 1.3 . 1.0 6 o7
Government ' , Ce3 2.6 2.9 . 2.8
Retail : ) Be0 o8 . SeP 4ol
tholesale 4.2 Se3 1.8 1.9
) G". 011‘ ‘nd !'eflnlng 201 1.8 1.1 - 1.2
Pank . 1.7 201 1.6 105
Inse ROE.. and Finenoce 24 » 2¢4 1.7 . 1,8
Cafes and hotels . 8 B ok : od
Iransportation & Commne 13.4 4.5 6.1 6.9
Power, gos & walor Se3 1.9 18 . 1.8
Kewspapors & printinge 1.7 o8 «6 o7
Other employeos 1.6 1.4 1.0 1l
Total employees €627 I9.4 3042 S1.2
Investors 86 2648 294 25.0

Totals 100.0 100.0 1000  100.0
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those who have the grester incomes to pay, not cnly a greater ancunt, vb.ut
also a greater proportion of those incomes in taxes than for those having
lees income. 1t also provides that those who bave only small incomes, or no
real incames at all, will be required to pey no taxe Thereforse, to the
principle of ability to pay, which most writers think is the soundest basis
for a just systom of texation, the income tax is seen to confornm very clcsely,

This, in no small way, justifies the pralse that tax specialiste give to
the inocome taxe

Taxes Other Than' Income Taxes in Felation 3& Oscupation

The total smount of texes other than income tax?s fmid by those £iling
income tax returns wes $4,215,602 for the year 1536. This figure divided by
the total number of returns gives an average of $139 per person filing a state
income tex return. By comparing this figure with the average amount of income
taxes. paid per person filing a return, whioh was $16, it may be seen that
this source of tax revenue is all importsnt from a quantitetive standpoint.

It vill be remenberod also that the incoms taxes for this yesr amounted to
only 1.6 por cent of the state’s total taxes,

In view of the predominsnt importance of this source of tax rMe.
1t soons quite justiffable to deterzine who bears the burden of its payment,
and as to how the mermer in whieh 1t 1s distributed conforms to the principles
of & just and equitable system of taxation, Of the four oembatioml groups,
it vas found that tho business group leads in total emount of these taxes with
33e1 per cent of the total for the atate, the employer group ranks second
with 302 por cent of the total, the iuvestor group third with 29,4 per cent
and the professional group last with 7.3 per cent of the state totals It will
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be rerezbered that the distributicn of the total met 1ncozno. to these groups
wes quite different. In. the net incone distribution, the enployes group
ranks first with 62.7 per eent of the total, the husAxnesn group second with
1E.1 per cent, the professional group third with 10.7 per cent &nd the
investor proup last with 8.6 per cent of the total. A graphie comperison of
these two distributions 1s shown in figure &, _

that makes for the difference in the way in which the total income
end the total “other® taxes are distributed? Cbviocusly 4t is because of the
difference in the pereentsges cf net income of the different ocoupational
groups thet is required for payment of their respective tex burdens. This
we 1ay tem tor. sonvenience, tax ratess These rates are showm for the
different ococupsticns in table XI, Here it zay be seen that the tex retes
range from 2.8 per cent in the onse of the exployee group to 20 per cent in
the case of the investor group, thre ratss for the business and professional
group being 10.5 and 3.8 per cent respectively. This seems to show that
there 1s & great disparity in the rates of "othor” taxcs paid for tho aiffere
ent occupations, dbut the case is made even moro striking if _mo observes
the individual ococupations within the groupss By so doingz, one finds that
the rates renge from 1.8 per cent in the case of the educators to 22456

per ot in the case ¢f the farserse

4

It was pcinted out in the section dealirg with the state inecoze tex
that the income tex rates followed very olosely that of average net inconme
for the oocupational groupse ¥ith en increase in the gite of the ineae,
there wns an increase in the rates of taxations Upon this score, the incoro

tex system receives much praise, and is seen to conforn very olosely to the
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fundarental prirciple of = J=st iax systen, namely, ability to peys
How do the retes for these "other"™ taxes, which are levisd primarily
on a property dasis for the different ocoupetions, corpere with the réspeotln
averege net incomes? It was found that for the oocupational groups, the
investors renked first in highest averagze net incoze, snd likewi!se first $na
the highest rate of "other" taxes. This, so far, would sean to indicate that
thls tax is sonforming to the principle of ability to paye But on farther §ne
q1iry, another snd very definite i’man is found for the elQu ccrrelation
-1n the high rates of tax end highi nverigo net' inecme.. The ;mcwer is tth
the incones of the investor grnupy ars, as pre;ricusly stnted, oainly from
property, in one form or another, and that ropardless of the inccnes dsrived
from the property, the tax rates would change very little. - Sc it mlg;ht be
sald that the rates on property aro levied vd.th little attntian to 1nco:ro
prodused therefran, and that the corulntioa bctwom the high tax rates and
high inoconecs of the investor group is more nearly accldental than it is
suthoritatively predeterained. On turuing to the prof‘auim:ul group, it may
be noticed that. the averaze net mmo Y] socﬂnd only to t}mt of the imatora.
while i{n the ratoc of "other" ta.xaa paid thoy fall next to h:t. It cwld be
‘briofly. but eorrmtly stated thorofcre. that this group, 1:: light of a'bnity
to pay. fails to poy their propcruomtc tbam of these t&xoa The buuinen
group. it way be noticed, falls third in the eiu of uvongo net :.noome. dut
second highest in the rat es of thoso taxase Ihh group theroforo is ob-.rioualy
payiag more than thoir propartlo'mta share of tho total of "other" tuac. As
for the employes group, they rall lowest in averace net income and ukewilo
in the rates of "other" taxes pcid. 1t could bo stated that the cause for
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the low rates of these taxes for this group s due primarily to the fact
thet they owmn very 1ittle property, and therefors are not assessed for those
taxes. |

Frem this discussion 1t is quite evicent that these "other” taxes,
qilte unlike that of the facome tax, are not lovied in aecordance with ebility
to pay, and therefore this funcanental priceliple of & just system of taxation
is violateds This means that there does exis: in the ayst;n diseriminations
in the distribution of the tar burden. Bocauas of this disparity, 1t is
seon that the burden falls extremsly hearily on thoso whose incomes are from
property while for those whose 1::0&3% are fioz salarica md wagzes the Lurden
is, to sey the loast, quite light. "“It 1z further scon that the rates paid by
the different ocoupations failed 2o follow, except in apeci#l cases, the
abilitj to pay #a moesured by incuus. These eonditions produce the results
of having the burden of these taxcs borne out of proportion ty the business
end mvmgor groupse The extrome of this disparity 1s reachied in the case
of the farmers, who having the lowest sveraze net income of all oocupations,
pay the hiphest rate of ‘these taxes of eny ocoupstions A graphlo representa=
tion of these fects is showa la figure Ge

It is interesting to compare thece results for ¥ontana with ihat of
other aresse In a study very tinilar to this one, 1t was found in South
Carolina that ths resulis compered very closely, snd showed even groeter
disparity than t.hosa. Just pointed out._l_8/ There the rates of Tother" taxes

varled fram 2413 per cent, in tho case of the cocupational group termed clerks

»'
»

Y&/ &1, T ., "Taation and ALIIIty to 7oy To Touth Carclina, SeCe IxXpe
oltae Dul, 236. Pe 29, ‘
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Figure 6.==Proportion of total net income received in comparison to
total taxes, other than income taxes, paid by occupational
groups, Montana, 1936.
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TADLE Xe AVERAGE TAXLS, CTCBR TRAY IJUCOMZ TAXES ¢ 4%D PER
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CEST CF TOTAL OTLER TAXES PAID EY OCCUPATIGES FOR

TLGOL FILIZG ETATZ IXCOME TAX RETUENS, FOUTAXA,

1638
: Average other Per cent of
Total TFunber taxes paid per total cther
Clier of person filing taxes paid
Ocoupations Taxes Esturns reaturns by groups
Business
Farus, dairies & ranches 614,843 1,659 382 147
Retail and wholesale 400,460 2,121 189 98
Cafos and hotels - 100,464 374 2eg 2.3
Ges, 01l and garsze 120,028 E03 239 2.8
Insurance and Real estate 20,46€ 102 20 b
Other business 141,562 €10 232 Se3
Total business 1,397,841 £,369 260 3361
Professional:
Doetors, dentists, ete. 138,850 €58 © 243 3.2
Educators 62,736 2,000 .3 { 1.5
Lawyers 88,605 808 288 2.1
Other profesaional 19,332 241 B8O 41
Total professional 306,223 8,107 9 Te3
Employees -
Farns, dairies & renches 40,717 276 148 1.0
¥ining 139,684 3,705 38 Se3
lumbering - 26,081 361 74 . o8
¥anufecturing - 45,122 £E9 8l 1.0
Yotors, gerages, etce. 46,821 620 €7 1.2
Construction 26,5636 47 64 o8
Government 122,210 2,310 53 2.9
Retail 165,256 2,477 €7 Sed .
¥holesale 76,763 1,081 73 1.8
Cas, 01l and refining 45,896 603 76 1.1
Bark : €2,298 416 161 1.6
Inse, ReEes & Finande 72,896 €16 118 1.7
Cafes, and Lotels 15,013 210 71 -4
Transportation & Commne 265,784 4,477 57 Gel
Power, gas & water 64,464 1,006 64 1.5
Fewspapers & printing 26,964 536 &0 68
Cther enployees 44,262 502 ee 1,0
Tatel employees 1,276,661 20,202 €3 30.2
Investors 1,238,887 1,578 783 29.4
Totals 4,215,652 30,26 139 100.0
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TAELE XT. FUR CEXT OF UET INCOIT REGUIRED FOR PAYNEIT OF
TAXES, CTRER THAY INCOLE TAXS, FOR TEOSE FILING
STATE IFCO™E TAX RETURNS, NCETAVA, 1936

Total

Total .Per cent net Income
Othear Fet Required ir Payment
Cocupation Taxes Inoame of Cther Taxes
Business
Farms, dairies & renches 614,843 2,728,936 22.5
Eetall and vholesale 400,460 65,832,471 6.9
Cefes end hotels 100,424 822,067 12.2
Ges, o0il and garage 120,026 1,525,081 7.9
Insursnce and Feal estate 20,466 331,462 G2
Other business 141,662 2,115,728 6.7
Total business 1,397,841 13,556,732 10.5
Professional ‘
Pootors, deatists, eto. 135,860 2,412,638 .6
Educators 62,736 3,441,698 1.8
Lawyors ‘ 88,606 1,416,016 6.2
Cther professional 18,332 €25,12¢ Se1
Total professional 306,223 7,896,776 S8
Exployees , o
Farms, dairies & renches 40,717 672,257 6.0
Kining 139,688 7,146,133 1.9
luzdbering 26,851 939,767 2.8
Famifacturing 45,122 1,409,413 3.2
Eotoﬁ. mu. Otcn 45’441 1.751.7‘5 206
Construeticn 26,63E 938,928 2.8
Govern-ent . 122,210 4,686,278 2.6
Retail ‘ 165,266 §,867,033 2.8
Ges, 0ll, sund refining 45,898 1,626,520 3.0
Eenk 62,68C 1,238,350 8.1
Ins., ReBe & Finance T2,898 1,777,456 4.1
Cafos end hotels 15,013 431,828 38
Trensportation & Commn. 205,784 9,896,118 246
Power, ges & water 64,484 2,400,881 2.6
Kewspepers & printing | 26,9C4 1,2€9,880 2.1
Cther employvos - 44,2¢2 1,192,368 SeT
Totel employees 1,276,661 46,242,770 2.8
Investors : 1,234,867 6,174,653 20,0
Totals - &,zlsjasz 73,668,931 57
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to 27.23 per cent in the case of the famerse The rates of the investor group

there, as here, were second only to that of the farmerse

Tctal Taxes i1 Relation %o Ocoupation

It was peinted cut in the preceding seotion that the proportion
of the income tex paid by the different oocupational groups followed rather .
cloeely the proportional distribution of the total net income to'thu:o groups,
belng affected however by the sverage size income of the occupatiom- Dut 1t
was found that with the taxoes eihcr than income taxes, there m‘vary little
correlation betweon the distridution of the total net inocome and the total
amount of these taxes. |

Sinoce the inecome t&xoaluammtod to only 1.5 per cent of éhc total taxes
for the year, one can see¢ why the distribution of the total tumo among the
cccupational groups will be ruch the saze as that for "other” taxes. The
distribution of the total tex in order of magnitude, along with that of total
not income distribution is thuss <the dusinecs group first with &2 per cent
of the total tax, but having enly 18 per oent of the total met incozes second
is the erployes group with 31.2 per cent of the total tax, dut !x;ving €2.7
per cent of the total net income; third is the investor group wﬁ.h 29 per mt
of the tax, but having only €.5 per cent of the momo; last is fho pro=
fessional group with 7.8 per cent of the total tax, but having 16.7 per ocent
of the total net incone. These comparisons are shown graphically in figure 7.

It 1s found from these ecouparisons that the conditions 1;1 relation to
total taxes pald are ruch the same as that for taxes other than mcmovtaxu.

There exists great variation i3 the rates of taxes pald by the peoples in the
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Figure 7.-~Proportion of total net incohe received in comparison to total taxes paid
' by occupational groups, Montana, 1936.
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PROPORTICN CF TOTAL ¥ET INCOUE RECEIVED AKD (F

- TABLE X1l.-
' TCTAL TAXES PAID BY OCCUFATIONS, FGR TEOSE FILIGS
STATE INCOVE TAX RETURNS, MCETAKA, 133€.
Total .. Per Cent . rer Cent
Total ‘Ket - of Total - Of Total
Occunation Taxes Incone ¥et Income Texes Faid
_ Business :
Farms, dairies & ranches €32,580 2,728,955 Se? 1356
Retall and wholesale 444,565 5,832,471 7.9 Seb
Cafes and hotels 105,722 £822,067 -1 2.2
Gas, 01l end gerage 132,911 1,625,081 2.1 2.8
Insurance & real estate 22,856 331,462 N b
Cther tusiness 166,110 2,115,726 29 3.5
Total business 1.5%.544 13,356,732 18.1 32,0
Professional :
Dootors, dentlsts, etc, 162,611 2,412,938 363 9%
Educators ‘ 73,098 S$,441,656 47 1.6 .
. Lawyers 104,796 1,416,016 1.9 242
Cther professional 23,534 625,126 o8 ob
Total professicnal . 364,038 79895,776 10,7 Te8
Employees ,
Ferve, dairies & ranches 43,845 672,257 9 o0
ning : 168,400 7,146,133 De7 3.6
Luzbering 36,404 - 939,767 1.3 o7
Yenufacturing 52,016 1,409,413 1.9 1.1
otors, garages, eto. 54,764 1,731,743 203 1.2
Construotien 31,608 933,928 1.3 o7
Governnent 134,691 4,686,876 6e3 2.8
Retsail 192,643 £,867,033 8.0 4.1
Ges, 01l, and refiaing £4,455 1,626,820 2.1 1.2
' Bank 72,776 1,233,380 1.7 1.6
Inse, BsE. and Finsnce 84,730 1,777,495 2.4 1.8
Cafes and hotels 17,239 431,928 8 o4
Fower, pas & water 73,856 2,450,861 Se3 1.6
Fewspepers & printing: 30,869 1,268,500 1.7 7
Other employees 61,1756 1,192,368 1.6 1.1
Total employeos 1,468,901 46,242,770 €2.7 . 1.2
Investors 1,3¢56,587 6,174,653 8¢5 . 29,0
Totals 4,704,560 73,668,931 10C.0 100.0
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TAELE XIIl. TOTAL, AVERACE, AED PYR CEBNT COF KET INCOME REUIRED
FOR PAYXINT CF ALL TAXES BY OCCUPATIONS, FOR THOSE
FILIRG STATE INXCOME TAX RETURLNS, MUNTAKA, 1936.

Aversge Average Fates
Total Tax Paid Cf Taxes In
Cooupation Taxes Por Return Por Cent
Pusiness , :
Ferms, dairies & ranches $632,920 ¢ 383 23.2
Eotall and wholessle 444,9¢€5 - 210 Te?7
Cafes and hotels 106,722 - 283 12,8
Ges, o0ll und garuge 132,911 - 268 87
Insurence and Real Estate 22,8566 - 224 €e9
Other business 166,110 - 272 79
Total business 1,606,544 280 11.3
Prcfessional :
Doetora, dentists, etce 162,611 29 Ge7
Educators 73,088 - 368 2.1
Lawyers 104,796 - 341 7.3
Other professional 23,634 - 97 3e8
Total professicnal 364,038 - 118 4.5
Enployees
Farns, dalries & ranches 43,845 - 189 Ceb
Yining 168,400 B 1] 243
Lumbering 36,404 €8 3.7
Yanufacturing £2,016 93 Se?7
Yotors, garazes, etce 64,764 81 Sel
Construction 31,608 76 Se3
Government 134,691 8 2.9
Retail 152,643 78 S8
¥holesale £2,623 88 - S0
Gas, o1l, and refining £4,486 ) 3.6
Eank 72,778 176 Ge9
Inse, R.E, & Finance 84,730 137 4.8
Cafes and hotels "17,239 82 4.0
Transportation & Commun, 277,542 62 2.8
fower, gos & water 73,886 73 3.0
Kewspapers & printing 30,89 - 87 2.4
Other eaployoocs 61,176 112 4.3
Total enployees 1,468,981 73 3.2
Investors 1,366,987 - 806 22,0
Totals 4,704,550 147 6.4
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different ococupations, and because of this the burden is found, 1like that of
®other” toxes, to fall extremely heavy on those who recelve their inocomes
fron property, while the burden is quite 1izht on those who recelve thetr
incanes in the form of saleries snd wages. The extrames In the rangs of tax
n'tukgmy be seen to be fram the educator group with 2,1 per cent to that of
the tamrs vho hav.o an average tex rate of 23,2 per cent of their net incomes.
4 graphic conparison of the average net incones and rates of total taxes for
thuc grméa is shown in figure 8.

' That we may deternine the effect that cholce of cocupation has upon
the estual ancunts that porsont contribute to the support of goverment, let
us tako a8 an oxamplo & person sizilarly situated in every respeet, other
than ocoupstion, and compare his total tax bills peid in the different posie-
tionse Suppose that oﬁr hypothoti;al person has a net inecone of £3,000
thrwfrhmxt the iilu-tntion. and that he s & married man with no dependents,
other than a wito. Thus in every case he will be ldentical with respect to
thc inoone tax, and will be paying the save nmouut. which under thu eondition
- will be §10s In figuring the ancunts of other taxes, prinoipcny en property,
let us use the avongo rates ss found for the respective mupatlon.

First let us suppose our. hypothotical taxpayer to be a nmer. His
tax bill for 1836 then would have been as followss

State incone taxes = =« = § 10
Cther taxes (Property ) = €76
Total $685

Eow let cur tax puppet be ;Shoed in the investor group. This would
bave boem his tax bill for the years
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State income taxes = =« « § 10
Other taxes (property) = 600
Total $e10

If ke be an cporator o: & hotel or restaurant, his tax bHill for the

yotr.r would have beeng
State inocme texes = = « § 10
Othor taxes (property) = 368
Totel : $376
Let hin be an operator of a wholesale or retail u&bl&shmmt; then
his tax t111 would have beoni
State income taxes = = = § 10
- Other taxes (pmperty) - 207
Total $217
Thus far, we have oonsidered only the businecs and investor groups
in this conpariscn. Kow let us consider that of one in a protssldnal careers

Suppose our hypothetical tax payer to be a lawyer. - liis tax bill then for
1936 would have been:

State inooue taxes = « = § 10
Other taxes (property) = 136
Total $198
1f our tax puppet de a dostor, his tax bill for the year would have

beons
State income toxes = = = §10

Other taxea (property) - 178
Total $188
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If he had been an educator, this would Lave been hie tax bill for
the year:

State incone taxes - = « § 10
Other taxes (property) = &7
Total $e7

Kow if our hypothetical texpeayer be & mamber of the employee group
and his rates of taxes be that of the aversge for this group, his tax bill for
1936 would have been:

State inocome texes = = ~ § 10
Other taxes (property) = 84
Total ‘ $ o4

From thia exnplo»ot comparing actual amounts of taxes paid by
porsons identlcal except for ccoupaticn, it ray bs seen trat the conclusicns
arrived at are the same 8s those pointed cut earlier; namely, that the dis-
eriminations in the distridution ofvtho tax burden are groatly agsinst those
who receive their incoze from property investuonts. In a study, conducted
xuch on thi:.prinoiplo, results were found to exist in ¥isocnsin which were
closely coxzparable with thesesls/ _

It may be argied at tkis point, as it frequemntly is, that there is
Justification for those who own property to pay & highor rate of taxes than
those who own none, but who are entirely dependent upon their wage or salary
incare. The argument is frequently heard that property 'omed provides for
socurity and that incones therefrum represent more ability to psy than inecmes

i__/ﬁ Groves, Le ke, "AbLIity Lo Pay and the Tax Systes in Dane County, Wieos,
‘he Unin;uty of Wisoonsin, July, 1930. '
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. from personal services. It ia f‘ul;thor srzued that those who cwn property
reosive more benefits from the governuent then these who do not, sad therefors
they should pay & higher rate of taxese In reply to these conteations, the
opponents to this tﬁeery point cut that property which falls to yield an
inccme is valuelese and in some cases is a detrinent to its owner. They

also point cut that the denefit principle is overe-emphasised, and that when

21l welfare activities of the govormment, ‘cuch a8 schools, health loﬁic«.

recreational activities, and relief measurss are taken into acoount, which
are for people &3 such and have no necessary connection with propoerty, the
governmental benefits enjoyod by those psople who do not omn property are
very hoarly equal to those eajoyed by the property owners.

There ray be some justification for these differerces in the burden
of taxaticn borne by the different oooupatioﬁs in the state, but the author
. is of the opinicn that after dus allowszoe has been xade for any such just
claims, there would still exist discriminations in the tax syttez much the ssve
88 those found at the present tim§. But regardless of what the true situation
may be in this respect, the parpose of this study has deen only to measure the
extent to vhioch the ability to pey principle is applied in the Mootana tax
systes, and not to Justify the prineiple, - |
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SULMMARY AWD CORCLUSIONS

The results of this study clearly indicate that .tho tax system of
the state fells to conform to the ‘primziplt of ability to pay, as msasured
by incames received. The proportion of met income required to pay the
izposed taxes was found to vary moi:g persons in the different occcupations
from 2.8 per cent to 23.2 per cent. This in itself is not noootn.rny
slarming, but what is of ecncern is the faot that these higher rates of
texes are not generally paid by those who receive the higher 1nccmu. - On
the contrary, the highest rate of taxes paid by any group wes paid by the
group who received the loiest sverags net irncore==the farmers.

The case of the famer xay be slightly exagrerated becsuse of the
faot thet net income 18 a poor xessure of his tmo‘ wellebelng, or ability
to pay, but regardless of this condition, his case is Guite represzontative
of that for all groups sho receive their principal income from Froperty investe
mantae Thus, bocause of this situation, it is concluded that tho tax levied
cn & property basis u not levied in accordance with ability to pay, snd for
this reason, it 12 conocluded that the property tax 1s not a just and equite
abtle form of taxaticne | |

In contrast to the general property tax, the state income tax was
seen to conform very closely to tho principle of ability to peye Upon this
point 1t s commended s being & Just end equitable form of publio finances
Xtvm further seen that the income tax hes a btalancing inflﬁmco on tﬁo |
variation in rates of taxes imposed, through the general property tax, upon

persons in the different ocoupationse But it is still to be rezretted that
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this tex sccounted for only l.& ;?Qr cent of the state's total taxes for the
Year, so that this desiredble effect is qiite s2alle
Thus ths finsl conclusion is that thers exists greve discrepancies
in the tax systen cf the state, and because of this ccndition the burden of
taxation is extrexcly heavy on those whose principal inoome 1s frum property
irvest=entss nsmely, the busiress snd inveetor groups; while the burden is

extreely light on those who receive their inocmes as salaries snd wvages,

pamely, the professicnal end employee groupse
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APPESDIX As YET IICCUES CLACSIFIED ACCOELING T0 SILE FOR
ALL OCCUFATIONS, AS SHORYM IN STATE INCCNE TAX
RETCGRES, XCHTANA, 1336 oo

¢ ¢ 0 %20 (too §7t0  §1000 n.m sfoco
Eet to %o to to to
Ccoupation Loss 24049 40%.9 7490.9 $0%.9 1409,0 199 o9 29‘*9.9

Business
Farms, dairies, ranches 284 64 76 78 +1-3 222 2456 302
Eetall and wholessale 110 36 60 £6 e7 263 289 23]
Cafos end hotels 26 6 10 18 3 M4 B 76
Gas, oll and garsge 23 ] 10 4. 21 1) § €5 133
Inse & resl estate 4 1 0 0 1 1 11 28
Cther tusiness 34 b § 1l 10 20 €38 w 148

Total business 451 114 186 176 254 €69 738 1252

Professional
Loctors, dentists, etce 10 4 2 3 10 26 48 139
Educators 0 e] 3 12 43 $60 624 329
Lexryers 3 2 1l 2 4 20 34 82
Other professional c o] 3 4 '] 71 50 46

" Totel professicnal 13 € n 2l 66 1077 6E6 506

Employees
Farza, dairies, ranches §- 2 8 12 14 &7 43 72
¥ining S 3 4 3 €5 1778 &86 8e9
Lasbering 2 (o} l 1l 12 143 42 107
Yamfacturing 0 0 3 2 12 115 97 216
Yotors, garages, etc. 1 0 3 S 18 1738 115 217
Construction 0 8 2 3  § 100 g1 162
Government 1S 18 10 28 68 602 £94 723
Retaill & 6 9 15 o3 654 447 657
¥holesale - S l 4 13 199 140 417
Gas, oll, end refiningz 4 2 3 S 21 133 118 210
Bank ' 2 0 2 2 14 64 87 117
Insurance, Re E. and :

Finance 3 3 5 11 12 99 89 202
Cafee &nd hotels 1 ) § 1l 2 5 87 33 56
Transportation & Cormune 8 3 4 g 79 614 806 2188
Power, gas & water o] - 4 ) § 16 192 146 476
Eewspepers & printing S 2 3 o 18 g0 n 2383
Other employecs o 2 4 5 21 162 t8 127

Total enployees E3 66 67 103 480 E492 3680 Tus
Investors €6 42 6l £8 54 215 200 278
Totals 613 218 255 358 694 7453 5274 9243
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APVERTIX A, Sheet 2

000 - 94000 5000 S60C0 - §7000 Se0C0  S5000 810000
to to to to to to to and

Oeoupation 350360 4599498 £09%.% 69309 T979.9 8992.9 £357.9 Over
Busgineca .
Ferms, cdairies, renches 146 76 46. 24 8 6 1l 20
Ectail snd wholerale - 247 135 103 35 30 26 17 42
Csfes and hotels 46 23 20 4 4 1 o 4
Ces, oll aad garege 73 33 28 19 2 1 b § 17
Insurance & real estate 18 17 4 1l -0 2 0 4
Cther business 108 56 1¢ 24 11 10 4 19
Total busicess 6€5 339 220 107 56 45 23 106
Professional
Dostors, dontists, stas 111 63 41 25 9 11 9 47
Educaters 84 16 10 12 2 1 2 -
Lawyers £2 33 11 - 18 13 10 6 20
Other professional 27 11 & 8 2 0 o 7
Total professiocnal 274 123 67 £8 r 11 22 17 74
Employees
Farsg, dairies, ranchee 31 16 nn . 2 S 1l - -—
¥ining 183 45 29 18 13 15 — -
Lunbering 22 7 4 8 4 8 - -—
Yerufaoturing 63 23 10 ) 4 5 - -
Kotors, garages, etce 7 34 11 11 4 16 - -
Construotion 28 12 4 b § 1 8 -_— -
Covernnent 160 59 22 11 8 4 - -—
Totall 272 118 €6 38 28 22 5 -
Yhclesale 157 61 21 13 16 13 - -
Gas, ©ll, and refining E7 22 12 8 10 2 1 -
Bank €1 26 17 7 2. 4 S 8
Inse., BRe Es, and Fin, o8 37 24 7 7 4 2 13
Cafes and hotels 14 4 5 ) § o o - 1
Transportaticn & Corzune 473 &8 10 8 4 6 2 4
Fower, gas & water . 102 33 10 10 4 2 -] 6
Eowspapers & printing 4 16 ) L] 3 p § -— 3
Other employess 32 30 13 7 7 1l 1 2
Tstal exployees 1844 &92 2717 159 118 110 17 36
Inveators 1¢8 11 67 8 S9 13 16 109
Totals 2938 1155 621 362 238 196 73 325




AFPERDIX Be SEX ARD MARITAL ETATUS BY OCCUPATION OF TH(SE
FILING STATE InCOMZ

»Em

TAX RETURES, MOWTANA, 1536

A MALE
- Oscupation Returns Total ¥arried Single
. Business

F‘m. mu&. ranches 1.%9 1.511 1.11‘ 337
Retail and wholesale 2,121 1,760 1,449 311
Cafes and hotels 374 268 211 5
Ces, o1l and garace 503 444 86 &9
Insurencs & reel sstete 102 80 66 15
Other tusiness 610 623 437 88

Total business 5,369 4,683 3,721 862

Professional
Doctors, dentists, eto. £58 [0 ] 439 €l
Educators 2,000 499 307 192
Lewyers S08 269 - 223 48
Other professional 241 160 - 68 &2

Total professional 3,107 1,418 1,067 S6l

Enployees ~
Ferms, dairies, ranches 276 238 167 n
Kining 3,706 3.&39 1,603 1,936
Lazdbering 3a 328 170 158
¥anufacturing ££9 454 al 173
Votors, Garsges, etce 680 680 376 206
Construction 417 392 - 226 168
Government 2,310 1,588 1,012 673
ketall 2,477 1,898 1,168 7380
¥holesale 1,061 e%6 660 236
Cas, 011, end refining €03 512 345 167
Bank : 416 327 247 €0
Inse., RaEe & Finance €16 463 ST 86
Cafes and hotels 210 140 &8 g2
-Transportation & Cozymun, 4,477 4,078 2,966 1,119 -
Power, Cas, and Fater 1,008 859 643 216
Rowspapers & Printing 536 461 3867 104
Other a:ployees &ce 340 190 180

Total employees 20,202 17,117 10,665 6,252
Investors 1,578 946 4.1 390

Totals 30,256 24,063 16,208 7,856




APPENDIX B,Sheet 2
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Joint
Oecupation Total Married Single Returns
Businress
Farms, dairies, renches €l 17 44 87
Retail and wholesale 144 36 109 217
Cafes and hctels. 6l 21 40 48
Gas, o0ll and garsge 16 [ n 43
Insurence & real estate 8 3 3 14
Other business 32 8 ; o4 . 3
Total business 322 89 233 464
. Professional
Educators 1,458 170 1,288 43
Lawyers -— — - 39
Other professional 76 .12 €4 15
Total professional 1,860 180 1,368 139
Employees
Farms, dairies, ranches 14 - 14 24
Yining 80 24 &6 86
Lumbering 17 3 14 186
lenufaoturing 38 6 30 39
¥otors, Garages, etc. 47 9 38 3
Comstruction 11 2 R 14
Government 679 121 488 146
Retall . 370 73 297 209
¥holosale ' 72 9 63 €3
Bank 64 15 49 25
Cafes md Hotels : 50 11 59 20
Trensportation & Commun. 231 63 168 in
Fowsr, Gas & Fater €8 27 81 £
Eewspapers & Printing &4 14 40 21
Other onployecs 120 21 99 41
Total employees 1,994 433 1,561 1,091
Investors 483 4 4 386 150
Totals 4,349 801 3,548 1,844
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APFERDIX Co CCHEIULE EMPLOYED I¥ SECURING IXFORMATICN FROY
TUE STATE, PEESCRAL INCOLE TAX RETJE}'S

1937 STATE INCOME TAX AEALYSIS

CONTYeosvesavnccesscncncss Serial Locsesscsvcosscace CCCUPATION sc0sncsaossnces

Incomey Taxee Paids
Slllﬁ&‘. ng“, eto. c.......... ¥Federal eoo-o..ocoo
Business or Profession s.ooooooo.o County @..........
Interest s.'ooo.o.‘o city s.‘..o‘oooa
Partnerships, eto. Bececcansas Less Improve Taxes fesococcoes
Eenta, E‘toya.lties . #0.0Q.OC..‘ TCTAL ?Am S.o.noooo
Sales prot.from poE-, e*bzs......... $0000400200000800000RRISIININONIRIGEISS
Dividends L 3..--...". }alBeeeeorenseetracenrcsossccossscsan
Cthers Kindeesssssecseca . Forunloessccenccaccnosnsencssavcecves
Anount . 8-0...-.0.. larriedececsssscssccecsvocnsvscccse
TOTAL IBCO'E 3..1-‘..-. Singlc.....un.-...u.....u.un-
MJGtiOM' ) » Busbandecseseesssesscssssnssccnssse
Interest Pald 8.0..00‘ooo ﬁif..-ooooooooo'.oooo..-ooooooo....
Tu& hid s'......'.‘ Joint Ratum"......’.'.“'.‘......
Losses !'y FITO. O‘tO. s.oocoo-ooo Yead of ?ﬁ!ﬂilYotooo.oooooooooooooot
Bad Pebts 8-0.-0-..0‘ Dﬂmdm‘t«.. but not
Contributiona #ooooooooco Head of lely-ooo.oogoooouanotl.
Cther $ececcnnnes Eoe. of Dopmdmtl............uuu
TOTAL DEDUCTIONS $envecnee
EET INcowve soao.-oo. Business or Profession

EXBNPTICES so"o-ooc . Klnd..-..-....................ou
DiCOiB SUBJe TO TAX s.ococooc Gross Income (talu,m.) soooooo
, TOTAL TAX LEVIED *o.ooooo- : Net IM&E. from Bugsiness *oocoo*
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