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My views on the duty of Congress in the matter of national taxation and revenue are based upon a study of the fiscal history of our government, carried on for more than fifteen years in the discharge of the duties of my professorship. 

In 1787-89 the states surrendered to the nation the right to impose duties on imports and exports.    They did so in compliance with the necessities of the country at that time. They did not suppose that they also were giving up the other great form of indirect taxation excises upon the manufacture and consumption of certain commodities. They have found by experience that this also was given up at that time, and that nobody but the national government can levy such taxes, except in the form of licenses to carry on certain kinds of business.  As these licenses bring in but a small revenue, the states and the local governments inside the states have to provide for their needs by direct taxes on houses, land, incomes, and personal property. The consequence is that their revenues are hard to collect and the influence of the tax-payer   [79]  keeps the tax-rate down to the lowest figure possible. 

In 1787-89 there was also a transfer of certain duties and their expenses from the states to the nation.  But the spirit of colonial jealousy, which still prevailed at the formation of our government, made the transfer as small as possible. When we compare the American with any other system of government, we find our –national government has less to do, and the local governments it includes, has more, than under any other fiscal system. The states gave up all the easy and ample sources of revenue, and yet retained nearly all the expensive functions of administration.  From this, two bad consequences have followed: 

1. The work left to the states has been done very badly. The tax-rate    has been low in most of them, and kept low to attract capital and industry. In a few, as for instance Massachusetts, it has been very high 'and industries not specialty favored by local circumstances have been driven from the state. In Boston, nearly everything you see bears the mark of some town in the Middle States as the place where it ivts produced. In the average American state the roads are disgraceful to our civilization, the schools starved, illiteracy on the increase. And many have been tempted by poverty to the partial or complete repudiation of their debts. 

[80]

2. A surplus of national revenue has been a constantly recurring fact in our fiscal history. Hamilton forestalled its early appearance by the assumption of the debts of the states, soon after the government was set going.  Jefferson notified Congress of its approach in 1806, protested against any reduction of the tariff to get rid of it, and proposed rather to amend the Constitution so as to transfer more duties and expenses to the national government.  The war of 1812 postponed the appearance of a surplus until Jackson's time. But he foresaw it, and in his first message to Congress in 1829, be advised that the surplus among the states. This was actually done in 1836, but the tariff of 1835, and its consequences, the panic of 1837, removed the need of it by reducing the revenues of the government below its expenses. But distribution had worked so well that the Whigs, in 1842, tried to make it a permanent feature of our policy, and were prevented by the veto of President Tyler. The Democrats came back to power, and their tariff legislation and fiscal mismanagement staved off a surplus so well, that when the war for the Union broke out the country owed a considerable debt, and was paying 6 and T per cent interest on much of it. The war, and the debt thus incurred, absorbed all the national revenue until last year, and will again absorb it after 1891. 
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The present situation is not exactly that of 1836. Then the national payment of debt had come to an end. Now we face an interval of only three years in which it must be suspended. Shall we destroy the debt-paying power of the national government during those three years, with the certainty of finding great difficulty in restoring it ? All proposals for a wholesale reduction of revenue are proposals to destroy it. 

It therefore seems best to me to reduce no revenue but that from the tax on alcohol used in the arts, and the duty on unrefined sugar, and the latter only after it has been ascertained that we cannot make sugar from sorghum enough to meet our needs. That delay we owe, not to the sugar planters, but to the Western farmer. I think whiskey and tobacco both are good things to tax. My experience as an educator convinces me that tobacco is doing nearly as much harm to the rising generation as is alcohol to persons of mature years.   

Mr. Cleveland has proposed to reduce the revenue by reduction of the rates of duty imposed by the tariff.   To this there are several weighty objections: 

(1) It would be quite impossible to effect any such reduction without putting duties down to a free trade level, and robbing the tariff entirely of its productive character. Very high duties might be reduced to a strictly protective level,   [82]   with the result of reducing the revenue. But since the revision of 1883, there are few if any such duties in the tariff. Any further reduction would tend to greatly increase imports, and would thus increase the revenue, unless the duties are made very low or the free lists greatly increased. The bill proposed by Mr. Mills would remit some $22,000,000, by transfers, mostly objectionable, to the free list. But almost the whole of this reduction would be swallowed up in the increase of revenue which this reduction on other articles would cause, by increasing importations. Indeed, the most effective way to reduce the revenue from the tariff, would be to raise the duties on those articles which we can produce at home, but do not, for want of proper protection.   Such are tin-plates, worsted and woollen goods, the finer cotton fabrics, iron for structural purposes, and many others.  A high duty on these would produce less revenue by diminishing imports. 

(2) There is nothing in the relation of the present tariff to the needs of producers or of consumers, or to the industrial situation generally, which calls for any general reduction of its duties. The producers are favored by it to such an extent that our national wealth is growing more rapidly than ever before. In the long period, from 1607 to 1850, the total of accumulation was only fourteen billions of dollars. In the  [83]  two decades, 1860-1880, we added to this thirty billions, making a total of forty-four billions in 1880. We already exceed England in the aggregate of wealth, and by 1890 it probably will be found that the average share of wealth will be greater in America. At the same the more even distribution of wealth has gone forward. Imagination fastens itself upon the great fortunes of the few.    In no other wealthy country, however, is so small a part of the aggregate gathered into what are called “fortunes."  The $780,000,000 in American savings banks is only a fraction of the total accumulation of the working classes. In our own city very little is boarded in that way, most of the savings of the wage-earners being invested in real estate through our building associations. Neither can it be said with truth that consumers are oppressed by the tariff. There is not an article of necessity  or comfort, whose importation is restricted by the tariff, which is not greatly cheapened since I first saw America in 1851, when the country was enjoying the "blessings" of free trade. Mr. Edward Atkinson reports a fall of from 26 to 46 per cent. along the whole line of necessary articles since 1861, while the yearly wages of a skilled mechanic have risen from $468 to $720 ; and Mr. Atkinson is a free trader. By enlarging the basis of supply we have put an end to foreign monopolies of our market. By   [84]   diverting the dormant capital and energies of the nation into manufacturing industries, we have established a home competition which has brought prices to a normal level. Even the consumer who produces nothing and has nothing to sell will find that his money goes farther than it did thirty years ago. But the average American is a consumer who also produces, and who, therefore, is interested not only in the price of what he has to buy, but also in the price of what he has to sell. Practically, he buys by exchanging his commodity for others which he needs. And this sort of trade is always most favorable when he can effect such an exchange with his own neighbors and thus save the cost of transportation. Especially the producer of food and of raw materials finds the relation of prices most in his favor when he is located near to the place where these are converted into manufactured articles. The object of protection is to bring the artisan and the manufacturer into neighborhood with the farmer. The stimulus given to the growth of agriculture by the homestead law has prevented this being attained as yet. But we are coming fast toward it. Free trade would check the process. 

(3) The great immigration to the United States, especially from free trade countries like Ireland and Norway, shows that protection has helped to make America more attractive. The    [85]   cheapness of everything in money, which is the free trade idol, prevails in these countries to the utmost. Their people fly from this cheapness to a land where the relation of price is favorable to the producing classes. An Irishman was heard complaining that be could buy as much for a shilling at home as for a dollar in America. " Why didn't you stay there?" he was asked. " Bedad, I couldn't get the shillin'," was his candid answer. His labor, the one commodity he had to sell, would not bring him even the shilling in a country whose industries have been desolated, all but annihilated, by English competition. But he could get the dollar in a country which takes care of its industrial interests. That is why 8,620,661 people sought a new home in America during the years 1861-1886, mostly from free     'trade countries. And yet many of them are seeking, to overthrow by their votes the very policy which has made America desirable to them. 
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