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STATE OF MAINE
OFFIGCE OF THE GOVERNDR
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JOHN H. REED

GOVERNOR Aprll 4, 1960

There has been no significant alteration in the tax
structure of the State of Maine since 1951,

However, it was the evident view of the Legislature
that prudent public administration dictates periodic re-
view of the tax situation, in order that we may know how
well our system is working and whether or not change is
indicated. I subscribe wholeheartedly to this view.

Evaluation of the State's tax structure from time to
time is, in my mind, wise public administration. I have
been in agreement, therefore, with the action of the Legis-
lature in instructing the Committee on Legislative Research
to study this subject. I feel that this is the time to
determine, through investigation, where we stand and the
future direction we ought to take,

I have looked forward with great interest to this
first report in the series of three, I find it to be an
informative and revealing document and I recommend its
reading to every citizen with an interest in effective
government. I regard it as a most helpful and beneficial
guide to the future,.

The State of Maine is indebted to the Legislative
Research Committee and its Chairman, Senator J. Hollis
Wyman, to the Subcommittee under the chairmanship of Sena-
tor William R, Cole, and to Dr. John F., Sly, who is direct-
ing the study of Maine's tax structure, for this objective
and significant research. It will be invaluable to us in
apprising the present situation, and in planning for the
future.

"John H, Reed
Governor




STATE OF MAINE

RESOLVE (1959, ¢. 118), Providing that the Legislative Research Com-
mittee Study the State and Municipal Tax Structure of the
State.

Legislative Research Committee authorized to study State and mu-
nicipal tax structure of the State. Resolved: That the Legislative Research
Committee be authorized to study and review the State and municipal
tax structure of this State to determine the most equitable tax sources
which can be utilized to finance expenditures of the State and munici-
palities.

Said committee shall have authority to employ such expert and pro-
fessional advisors and such clerical and office personnel as its judgment
may determine within the limits of the funds provided.

The committee’s report shall contain recommendations for legislation
believed necessary to correct any inequalities in existing methods of pro-
curing state and municipal tax revenue. Such report shall contain a sepa-
rate study of the taxation of property in the unorganized areas of the State
and the taxation of railroad companies operating wholly or partially within
the State with recommendations with respect thereto, if any; and be it
further

Resolved: That the sum of $50,000 be appropriated from the Unap-
propriated Surplus of the General Fund and that any balance of this fund
as of June 30, 1960 shall not lapse but be carried forward into the 1960-61
year to be used for the same purposes.
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THE PURPOSE OF THIS STUDY

To the People of the State of Maine:

The past decade has been of great significance in the tax and finance
policies of Maine. It has been marked by the adoption of the first broad based
tax — on retail sales; a substantial growth of commerce and industry, particularly
in the six southwest counties; and important shifts in the income and employ-
ment bases of the state. Maine has arrived at a point of stability in both
revenues and expenditures, There is no emergency, and insofar as the present
biennium is concerned, our State is in a comfortable fiscal position. There are,
however, future commitments and requirements that will need the most careful
consideration. An audit of our fiscal policies is therefore timely — to determine
not only where we stand but where we are going.

Part I of this report is a brief summary of fiscal history since the first years
of statehood. It shows the policies that have become part of our heritage. On
the whole, these policies have been determined by the limitations of our tax
resources; by the slower growth that goes with a more mature economy; and
by an allocation of expenditures to those services — particularly highways, ed-
ucation and welfare — that are basic to the protection and development of the
State. While we have been affected by national pressures, and have had our
share of fiscal crises, the record, in general, fits closely with our capacities, and
adds up to steady and permanent improvement, rather than boom and expansion
with the dissipations and down curves which so often follow.

Part 11 examines three measures of tax capacity —population growth, in-
come distribution and employment opportunities. These show New England
as an area of moderate growth and Maine as an area of moderate growth within
New England. A significant factor in the picture is the comparatively rapid
development of Maine’s six southwestern counties composing about one-eighth
of the State’s area, but with more than one-half of its tax resources, and exceeding
by some 42 percent the development (1930-1959) of the State as a whole. While
population gains have fallen to 3.9 percent (and perhaps lower) during the 1950
decade; there is promise of improvement during the 1960°s, The Census esti-
mates some 5.3 percent,

Part 111, presents a brief analysis of the tax position of Maine as compared
to other New England states and to the United States as a whole. Maine raises
half its state and local taxes from property. Sales taxes, general and selective,
account for a larger part of Maine’s total taxes than in any other New England
state. In 1957, Maine ranked 29th in per capita taxes, but 33rd in per capita
income. It ranked 19th in percent of taxes taken from personal income, and 16th
in the measure of tax sacrifice, suggesting that Maine is well above the average
state in its effort to support its public services.

— Senator |. Hollis Wyman

Chairman, Legislative Research Committee
April 29, 1960

11



HIGHLIGHTS OF TAX HISTORY IN MAINE
1820 - 1960

1820 - 1860: 1In its first year of statehood (1820) Maine received $24,000 in state
revenues, spent $38,000 and closed with a deficit of $14,000.

Forty years later (1860) Maine raised $398,000, spent $478,000 and closed with
a deficit of $80,000.

During this period, 46 percent of total revenues came from property and polls;
14 percent from a bank stock tax; 21 percent from the sale of public lands; 9 percent from
federal claims and reimbursements; and 10 percent from miscellaneous revenues.

Compared to other states, Maine’s fiscal difficulties were on the lighter side. It had
avoided the excessive internal improvement programs of the 1820s and 1830%s; it had
faced its own debt situation with a bold increase in taxes; there were no defaults on its
securities, and it entered the 1860's in a strong fiscal condition.

1860 - 1890: A period of paying off war debts, “ relieving " the property tax; and
increasing state responsibility for local services.

In the decade of 1873 - 1883, new taxes were placed on banks, insurance companies,
railroads and telegraph, telephone and express companies — the first real break toward
state non-property taxes.

In 1870, property taxes were almost 100 percent of state revenues, In 1890 they
were 58 percent; bank taxes, 28 percent; railroads, 9 percent; other taxes, 5 percent.

The expenditure pattern had changed in two respects: in 1870 education accounted
for 12 percent of total expenditures; in 1890, 37 percent; and interest on the public debt
had decreased from 44 percent to about 8 percent.

This period established a fiscal pattern that remains to the present day: special busi-
ness taxes; state assessment of public utilities; the “ relief ” of the local property tax; and
the expansion of state aid for the common schools.

1890 - 1930: A period of service expansion, war costs, unprecedented debt and a
frozen tax structure,

Between 1900 and 1910 current expenditures increased 119 percent; taxes, 91 percent;
between 1910 and 1920, current expenditures increased 237 percent, taxes, 135 percent;
and between 1920 and 1930, current expenditures increased 91 percent, taxes, 94 percent.

The new highway revenues altered the ratios of revenue support; property taxes
(1930), 24 percent; gasoline taxes, 18 percent; automobile registration, 15 percent; other
taxes, 43 percent. But exclusive of highway revenues — informally dedicated to high-
way use — property still accounted for 41 percent of total state revenues.

The expenditure side was dominated by highway expansion, 55 percent (1930).
The ratio of educational support fell from 32 percent in 1910 to 15 percent in 1930. Even
exclusive of highways expenditures, educational support barely held to 1910 levels; and
there remained — as in all New England —a strong resistance toward expanding the tax
base.

1930 - 1960: Revenues and expenditures held up surprisingly well during the depres-
sion years, and increased yields from alcoholic beverages pulled Maine through the late
1930’s.

Taxes on pari-mutuels, cigarettes and tobacco were added, and large surpluses accu-
mulated during World War II, which were spent by the close of the decade.

By 1950, Maine had come to the end of its long established tax policy based on prop-

erty and excises, and adopted a retail sales tax in 1951.
Maine became a sales tax state, and with general increases throughout its tax struc-

ture during the 1950's, entered a new decade with a comfortable balance of revenues and
expenditure, but with an eye on future needs.
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STATE OF MAINE

PART |

140 YEARS OF PUBLIC REVENUES
(1820-1960)

““THE FORMATIVE PERIOD
The property tax, land sales, and ' wind-falls
1820 - 1860

Maine is among the newer states of the 19th
century — the twenty-third to be admitted to the
Union, within the same decade as Illinois, Indiana,
Mississippi and Missouri. It had no long period of
colonial independence. For almost 150 vears it was
a New England frontier —a part of Massachusetts,
the “ District of Maine " — separated from its parent
by the state of New Hampshire, and given little con-
sideration as a dependent of the “ Distant Territory ",
The sentiment for separation smouldered and flared
over a period of almost 40 years, until a second try

at the polls in 1819 approved separation, and Maine
became a State of the Union on March 3, 1820,

The first problem was finance. The Act of Sep-
aration had provided that the laws of Massachusetts
remain in effect until changed by the legislature of
the new State, and the revenues of 1820 were there-
fore collected under the old provisions. These pro-
vided (Table 1) for a property tax, a tax on the capital
stock of state banks, and a small group of licenses
and fees. The yield for the first year was about
$24,000 against an estimate of $64,000; and inasmuch

TABLE 1
SUMMAERY OF REVENUES AND EXPENDITURES
1820-1860
(in thousands of dollars)
REVENUES
State Tax Tax Sale From Other Surplus or

On Property On Bank Of Public  Federal  Reve- Expend- Deficit
Year and Polls Stock Lands Government! nues? Totals iturest for Year
1820 $ 1 3 I5 —_ —_— $§ 8 $ 24 3 38 $ —14
1825 44 16 $ 1 —_ 13 74 93 —19
1830 49 14 45 - 35 143 189 —406
1835 31 26 134 — 40 251 166 485
1840 35 41 3 —— 5 52 654 —602
1845 220 39 157 $162 34 612 317 +205
1850 191 27 136 —— 42 396 273 +123
1855 201 70 28 - 8 307 355 —48
1860 222 75 30 8 66 401 478 =77
Total of
all years,
1820- 1860 $4,293 $1,261 $1,988 $835 $970 $9,347 $9,480 $—-133
Percent Total
Revenues 45.9% 13.5% 21.3% 8.9% 10.4%

1Claims and reimbursements,
#Exclusive of borrowed Funds,

Source:
3, p: 31,

Selected and arranged from Fred E. Jewett, A Financial History of Maine (N. Y.,

“Licenses, fees, fines, ete. plus Federal payments in 1823 ($30,000) and 1831 ($132,000),
AIncluding debt redemption.

#Property tax abolished 1837-1840,
1937), Table 1, p. 21, Table
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as the state tax on property and polls produced only
$1,000, it is fair to surmise that the property tax
was badly in need of revision.

Two steps were promptly taken — in 1820, the
legislature provided for a new assessment of property,
and in the following session, 1821, placed a tax of 'z of
1 percent on the par value of the capital stock of
state banks, For the next fifteen years, the annual
yield from property and polls was between $40,000
and $50,000; and the tax on bank stock increased
from $15,000 to $26,000, Together, these taxes ac-
counted for roughly half of the current revenues. The
remainder came from non-tax sources — the sale of
public lands, an important item until 1860; revenues
from public lotteries privately sponsored but state ad-
ministered — largely for the development of canal
companies and schools; miscellaneous revenues — li-
censes, fees, fines, etc.; and an occasional payment
under the Act of Separation.

With minor adjustments, this remained the tax
and revenue pattern until 1860. It was satisfactory
enough for the first 15 years of statehood. Most of
these years showed cash deficits, but in spite of
steadily increasing expenditures from current revenues
($93,000 in 1825 to $166,000 in 1835), stable taxes,
modest borrowings, and a timely “ wind-fall ” or two,
kept the state on a fairly even keel without serious
adjustments in its tax structure. But the next 25 years
was another matter. Maine’s fiscal policy had been
adequate but tight. It had steadily refused increased
taxes on property and polls, Ten years of borrowing
had weakened its credit. Heavy reliance was placed
on the uncertain revenue from land sales; and in
keeping with a stubborn dislike for “direct taxes,”
the levy on property and polls was abandoned for
four years — 1837 to 1840. When the nation-wide
* panic” of 1837 practically wiped out the revenue
from land sales, five years of heavy deficits put an
end to further borrowing, and the state faced the
need for stern economy and additional revenues.

This was the first crisis in Maine finance, and it
took the Legislature four years to face the issue of
additional revenues. In his annual report for 1836
the Treasurer, Asa Readington, refused to recommend
an increase in the levy on property and polls. “ Direct
taxation ”, he said, “is the most odious and the most
expensive way of sustaining a Government. It should
be avoided, if possible.” He urged, instead, the
modern device of “ diversion " — divert the bank stock
tax from the support of the public schools to “ supply-
ing the wants of the Treasury ”; and, in addition, use
the income from the anticipated allotment of the fed-
eral surplus of 1837 for the general expenses of the
State.

In 1838, in the face of a general suspension of
specie payments and an $85,000 deficit, Governor
Kent, in his annual message, told the legislature that
“in the present pressure and difficulty in the com-
munity, it would be unjust and oppressive, to attempt
to meet all the demands. by a direct tax upon the
people the present year.” He had no suggestion,
however, beyond further borrowing and “ strict and
unflinching economy ”; but again the legislature pro-
vided no new revenue. The following year, taxes,
land sales, and miscellaneous receipts fell to some
$90,000 and expenditures (largely because of military
operations connected with the northeast boundary dis-
pute with England), rose to $514,000 — more than
triple those of 1837. Faced with unpaid claims of
$199,000 and from 15 to 20 percent discount on bor-
rowings, the Treasurer’s Report for 1839 shows both
alarm and urgency:

“Since 1835, the State has been involving
itself deeper and deeper in debt, exclusive of the
great expenses of the quasi border war of 1839.
No longer pursue this downward course: cur-
tail all expenses not imperiously necessary; with-
hold grants and gratuities, which were liberally
bestowed by the last Legislature; [among them,
a bounty for each wheat producer of $2.00 for
the first 20 bushels and 16 cents for each addi-
tional bushel — $76,000 in 1865]; and above all,
let a fixed, certain amount of revenue be estab-
lished, to meet the current, necessary expenses
of the government. Nothing short of this will
revive and sustain the credit of the state at home
or abroad. Therefore, impose a State tax for
1840, of sufficient magnitude to pay all expenses,
including interest on the State debt. e;fus tax
will not be available until the commencement
of 1841, To meet the claims on the Treasury
for 1840 . . . further loans must be negotiated,
at home if practicable.”

In 1840, the legislature faced the facts. The
bounty loans on wheat were repealed. Appropria-
tions were reduced. A new property valuation was
provided, and a state tax estimated to produce
$100,000 was levied. With these steps, the State
credit was restored, and the unpaid bills of 1839 were
funded. In 1841, the property tax was doubled. In
1843 and 1845 very substantial sums received from
the federal government on account of the northeast-
boundary claims caused a large cash accumulation —
a temptation to reduce the property tax. But the
legislature had learned a lesson, and permitted the
Treasurer to purchase state bonds with the surplus.



By 1852, the increased sales of public lands and a
further payment from the federal government,
brought the debt within manageable limits, and
Maine’s first fiscal crisis was over.

From this time until 1860 there is little to report.
Tax revenues were fairly constant. The property tax
hovered around $200,000 amnually —about a 3 mill
rate on the 1840 valuation. New valuations in 1850
($100 million) and 1860 ($167 million) raised the re-
quired revenues on levies of 2 mills and 1% mills,
respectively. The bank stock tax showed a steady
increase — $75,000 in 1860; and sales of timber lands
were sustained until the close of the period. From
1843 to 1856, revenues exceeded expenditures for all
years except two— 1853 and 1855, and outstanding
debt was reduced from $1.7 million to $658,000. In
1860, Maine was in a strong financial position, but on
a tax and revenue structure that had not changed sub-
stantially since the first years of statehood.

Within this “ formative period " there were sig-
nificant developments that were destined to mold
policy in the tax and finance field.

1) The building and maintenance of high-
ways was declared a local responsibility and
was so maintained until 1901,

2) By 1828 the State had assumed a joint
responsibility for the support of common schools.
In that year a state school fund was established
through the sale of public lands; the proceeds
of certain claims against the federal government;
and (1833) the revenue derived from the bank
stock tax.

3) The State assumed service responsi-
bilities by providing for a state prison (1823);
completing the state capitol building in Augusta
(1832); and a state insane asylum (1835) — each
financed from a combination of appropriations,
land sales and gifts. A reform school for boys
was completed in South Portland (1852): a new
wing added to the insane asylum in Augusta,
and new construction undertaken at the state
prison — each paid for from appropriations.

4) The property tax was the principal sup-
port of public services — state and local. There
was only one other major tax base for state pur-
puses — the bank stock tax; but except for the
railroads (a source of local taxes) there was little
more to develop.

In general, Maine’s fiscal difficulties during this
period were reflected in all the other states; but
Maine's troubles were on the lighter side, It had
avoided the excessive internal improvement programs
of the 1820's and 1830'; it had faced its own debt
sitnation with a bold increase in taxes; there were
no defaults on its securities; and it entered the 1860’s
in a strong financial condition,

Maine had accepted four principles of pub-
lic finance: minimize public debt, be cautious
in state subsidies, rely lightly on non-recurring
revenues, and meet urgent fiscal needs with in-
creased taxes.

RELIEVING THE PROPERTY TAX
New taxes, tight expenditures and state aid
(1860 - 1890)

There were three conditions that had great in-
fluence on the tax and financial policies of Maine
during the four decades following the Civil War:

. 1) The financial requirements of the un-
precedented debt accumulated during the war
years;

. 2) The resulting impact on the property tax
and the widespread demand for “ relief ”;

. 3) The accompanying demand for a “ sepa-

ration” of state and local taxes and increased
state responsibility for local services — particu-
larly the common schools,

The summary story of state finances during the
decade 1860-1870 is shown briefly in Table 2.

Total taxes (column 1) increased from $302,-
000 to about $1.2 million — an increase of 291%.



TABLE 2
STATE OF MAINE
A CENTURY OF STATE FINANCE
By Decades: 1860-1960

(amounts in thousands of dollars)

&
@ ) (Y] ) @ @ o
%ﬂ En o g %D ?an Borrowing i @ E;a %ﬂ :‘f
a 5 - - % & £z 3 E 2z 8 g = 1y &
g > fe¢ Y. & ¥ E B $§ 3 . 2 B gx B B E
= % & £ €4 § & §{§ £ & =g 8T & § @ <8 4 w©4 § %l
— Q ] (3 0 o - 6 o B iy &) et g &} g 6] =g
5 3 % E 5 8§22 » 3 2 2 E B: 2: % ~ 4 BE 38 . B
§ & & & 1 BB E B 2 % & &8 88 E } 4 f& B 24 R &5
1 2 3 4 5 6 o 8 9 10 11 12 13
1860 $ 302 4223 § 222 67 $ 5 —-545 $ 75 41679 $§ 51 — $ 8 § 91 § 452 +6.1 $ 114 $ 401 -59 § 478 4732 § 77
1870 1,182 42914 1,176 +4429.7 6 +20.0 —— - 3,022 — 678 43 4925 49896 263 1,903 +374.6 1,752 +266.5 +151
1880 1,145 =3.1 941 —20.0 10 +66.7 194 +4158.7= 307 200 — 16 1,668 —66.] 69 1,161 —=39.0 1,103 =37.0 +58
1890 1,140 -4 661 —29.8 16 +60.0 463 +138.7 — 300 - 58 1,498 -102 63 1,198 +3.2 1,253 4136 —55
1900 1,704 4495 916 +38.6 54 42375 734 4585 — 200 9 100 2,013 4344 200 1,813 4513 1,765 4409 +48
1910 3,2521  490.8 1,392 4520 93 +722 1,767 41407 — 300 - 430 3,982 4978 76 3,682 4103.1 3,870 +119.3 —188
1920 7,6501 41352 3,683 +1646 117 +258 3,850 +117.9 6,065 — —— 2951 16666 +3185 2218 10,601 41879 13,059 +2374 —2,458
1930 14,8641 4943 5059 4374 190 4624 9615 +1497 3700 —— — 6,561 25,125 4508 2671 21,425 +102.1 24871 +90.5 —3,446
1942 25,622 +72.4 4,901 -3.1 256 4347 20,465 +1128 1,200 — 5,131 2,600 34,553 437.5 7,416 33,353 4557 31,037 4248 42,316
1950 44,600 4741 5528 4128 313 4223 38,759 489.4 — —— 13,012 35598 61,210 4771 7,952 61,210 4835 60,137 4938 +1,073
1959 85,896 4926 1,012 817 354 +413.1 84,530 41181 5500 —— 37473 7,560 136,429 +1229 12,142 130,929 41139 127,791 41125 43,138
1Does not include highway revenues. “State-collected locally-shared revenues. Source: Selected, rearranged and supplemented from Fred E. Jewett, Financial
3Before 1900 includes only claims and payments from federal government. 4Total History of Maine (N.Y.: 1937), Appendix Tables. Later data (1942-1959)
revenues less borrowing — Column 9 minus Column 5. from unpublished reports of the Department of Finance and Administration,

alncrease from 1860 to 1880. and published reports of the U. S. Bureau of the Census.
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. Property taxes (column 2) increased from
$222,000 to about $1.2 million —an increase of
430%.

. With the conversion of state banks to na-

tional banks, almost no sale of public lands,
and a heavy decline in “ miscellaneous revenues,”
the property tax remained almost the sole source
of current receipts.

. Total revenues {column 9) increased from

$452,000 to about $4.9 million — an increase of
990%, Of this source $3 million was borrowed
money; $678,000 from federal claims; and
$43,000 from miscellaneous revenues. The re-
mainder $1,182,000 (column 1) was property tax
money — about 25% of total revenues and almost
100% of all taxes.

. The funded debt had increased from $1.5
million in 1861 to $8 million in 1870; and interest
on this debt had increased from $40,000 in 1861

to $473,000 in 1870.

. Current expenditures Column 12 (total ex-
enditures less debt retirement) increased from
$478,000 to about $1.8 million — an increase of

267%.
. From 1861 to 1870 new expenditures totaled
some $12 million —largely bounty payments

(some 72%) for enlistments. Other current ex-
penses totaled $8,.2 million — about 40% of total-
current expenditures.

The financial policy of the decade 1860-1870
started with a false assumption — the War would be
short.  This led to a second mistake in policy — the
State could borrow its way through the crisis. By
1863, reality took hold, and fiscal policy tightened for
the long haul. By 1865, however, the funded debt
outstanding was $5.2 million, there were large unpaid
claims, the treasury was empty, and borrowing was
again at a discount of 15% to 20%. The treasurer out-
lined the conditions in his annual report of 1865:

. Among the questions engaging the attention

of the Legislature, none were more pressing
than that of finance. The State had already
funded a heavy debt. To continue to sell its
bonds must from very weight, endanger the fi-
nancial integrity. The policy of the past was
changed, The resolution was taken to tax the
people, not only for the current expenditures
and for the debt maturing during the year, but
for a sinking fund, looking to the ultimate ex-
tinction of the entire war debt.
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The legislature had responded to this appeal, and
levied a state property tax of $2.5 million at the un-
precedented rate of 15 mills; and provided a % mill
levy to establish a sinking fund to retire the outstand-
ing debt as it matured. In addition, it was provided
that all payments from the Federal government on
account of war claims, should be credited to the fund.,
The new 15 mill tax met the requirements of unpaid
claims, temporary loans and current expenses; and
the sinking fund requirements brought the long term
debt within a reasonable promise of control. There
was one other matter: In 1868, the legislature pro-
vided for the state assumption of all municipal debts
acquired because of the war bounties; and bonds,
with new sinking fund provisions, were issued in the
amount of some $3 million for this purpose. These
provisions left a net debt of about $6.8 million in 1870.
The efforts of the next twenty years were largely
directed toward liquidating this debt, Maine’s second
fiscal crisis had been brought under control, but with
it there had come a new and urgent problem — the
broadening of the tax base toward the “relief ” of the
property tax.

x x ok

In 1871, State finance relied almost wholly on
the property tax. With the passage of the national
banking act in 1863, state commercial banks were
converted into national banks; and by 1865, only nine
banks were operating under state charters. The reve-
nue from the bank stock tax declined and vanished.
The sales of public lands had been completed. The
“panic " of 1873 threw even heavier burdens on the
property tax, and in his final message to the fifty-third
legislature in 1874, Governor Dingley cited the suc-
cess of “indirect” taxation in Pennsylvania and
Massachusetts, and urged a new revenue program for
the State of Maine:

. “1 most earnestly urge, however, that you

should consider whether it is not advisable to
devise some method other than direct taxation
to secure part of the revenue required for State
expenditures; so that the rate of taxation may
further be reduced . . . Without indicating more
in detail what sources of revenue may be made
available to this State, I desire to call your at-
tention to the subject, and to suggest a careful
inquiry and investigation, with a view of devis-
ing methods of lifting some portion of the bur-
den of taxation from real estate, Such a policy
would give needed encouragement to our agri-
cultural interests, and promote the development
of the resources of the State.”
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The result was Maine’s first venture in “ broaden-
ing the tax base.”

. In 1872, the bank stock tax was restored,
applicable only to state savings banks — % of 1
percent levied on a semi-annual base of total
deposits, and in 1873 an additional % of 1 per-
cent on gross deposits less the assessed value of
the real estate, was added, % of which was for
the support of the common schools.

. In 1874, foreign insurance companies were

taxed on 2 percent of their net premiums; and
in 1885 a similar tax was placed on domestic in-
surance companies, plus a tax of % of 1 percent
on their surplus.

. In 1874, a special tax was placed on rail-
roads — 1% percent on the " cash value of the
roads ”, assessed by the Governor and Couneil,
the procf:eds to be apportioned among the towns,

. In 1880, a special tax on telegraph com-
panies — 2%z percent on the “value of any tele-
graph line ", assessed by the Governor and Coun-
cil, the proceeds to be partially distributed
among the towns,

In 1883, a special tax on telephone com-
panies — 2} percent on “ the value of any line ",
assessed by the Governor and Council, without
provision for distribution among the towns.

In 1883, a special tax on express companies
— the first non-property tax applied to commer-
cial business — %’s of 1 percent on allocated gross
receipts, without provision for distribution
among the towns.

This was a period of new taxes, tight expenditures
and debt retirement. During the next twenty years
many adjustments were made in rates and bases, but
the basic sources ol revenue remained fixed until the
turn of the century. Expenditures were held to a
minimum, and debt steadily reduced. This rather
remarkable result is shown by decades in Table 2.
Total taxes in 1870 (column 1) were $1.2 million; in
1890, $1.1 million. The state property tax (column 2)
had declined from $1.2 million to $661,000. Current
borrowing (column 5) had become negligible, with the
result that total revennes had fallen from $4.9 million
to $1.5 million; and total current revenues (column 11,
total revenues less borrowing and cash balances)
showed a marked decrease from $1.9 million to $1.2
million. Current expenditures (column 12, total ex-
penditures less debt retirement) had fallen from $1.8
million to $1.3 million.

At the close of the fiscal year 1870, the funded
debt outstanding was about $8 million. The sinking
funds contained $1.3 million, leaving a nct debt of
some $6.8 million, In the decade ending in 1875,
Maine had paid $7 million on its state debt — $4 mil-
lion in interest and $3 million for debt retirement.
In that year Governor Dingley advised the fifty-fourth
legislature that at the current rate of taxation, the
“immense war debt " would be paid in 14 years; but
thought that so heavy a tax burden should be spread
over the next generation. “Surely others”, he said,
“who are to share the fruits of a struggle which has
scarcely a parallel in history, though they cannot
participate in the terrible sacrifice of blood, will es-
teem it a privilege, as well as a duty, to aid in dis-
charging the pecuniary liabilities which it entailed on
the country.” The result was a series of financial
transactions including the abolition of the sinking
funds of 1865 and 1868, the elimination of the % mill
sinking fund tax, and the cancellation of state bonds
held in the sinking funds. A combination of increased
taxes, refundings and temporary loans, permitted the
payment of all debt until 1889, when a new bond issue
of $2.5 million reduced debt requirements to a com-
paratively small amount, maturing in easy annual
payments until 1929,

There was another significant development:
State taxes dedicated to the support of the common
schools. As early as 1833, the legislature had pro-
vided that the money received from the bank stock
tax should be apportioned among the towns and
plantations according to the number of pupils in each
district. With the conversion of the state banks to
national banks, this revenue vanished, The only re-
maining state source of local school support was the
income from the common school fund of 1828. At the
close of the Civil War, a strong demand was made for
greater state support, and in 1872 an annual state
tax of 1 mill was levied on property for common
school purposes. The following year a tax of 1% per-
cent on the deposits of savings banks was added to
local school support, and free high schools became
part of the state aid program. These provisions
pushed school costs from $66,000 in 1871 to $500,000
in 1877, with the result that a cautious legislature re-
duced the grant from the savings bank tax by one-
half. With the decrease in the bank tax and the
economic depression of the 1870's, expenditures for
education fell to $338,000 in 1881, and it was another
full decade before the $500,000 mark was again
reached.



The overall conclusions pertaining to this expan-
sive period of 1860 to 1890, are readily seen in Tables
3A and 3B. The property tax (Table 3A) had been
“relieved " — from a 100% total support in 1870, to
58% in 1890; the mill levy had decreased from
the 15 mill maximum of 1865 to 2% mills; and the
special tax on railroads and savings banks now ac-
counted for almost 38 percent of state tax receipts,

On the expenditure side (Table 3B), education
(largely state support of the common schools) had
taken front place in service emphasis, with an increase
from about 12% of total expenditures to 37%. Debt
retirement had relieved interest payvments from 44
percent of the total to 7.5%. " Taxes collected for
cities and towns " include dog taxes, portions of the
railroad, telephone and telegraph taxes and taxes on

TABLE 3A

STATE OF MAINE
STATE TAXES
1870 and 1890

(in thousands of dollars)

% %

Tax Base 1870 Total 1890 Total

State Property Tax ... $1,176 100% F 661 57.7%
Raflroads ....iimiivnd - - 106 9.3
Telephone Companies .., - - 2 2
Telegraph Companies ., —— — 6 5
Insurance Companies .. - —_ 25 2.2
Savings Banks ......... - —_ 324 28.3
New Corporations ........ - _ 21 1.8

$1,176 100% 81,146 100%

Source: Jewelt, A Financial History of Maine, Table 8, p. 43;
Table 17, p. 67; Appendix Tables C and D,
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wild lands. These had increased almost tenfold. Ex-
penditures for conservation and development repre-
sented new services — the department of agriculture,
fish and game and the forestry commissions. Health
and welfare, included expenditures for state paupers,
the insane and small appropriations for hospitals.
" Others " included pensions, Indian expenses, a small
sum for highways, and miscellaneous items of cur-
rent expense.

The period from 1860 to 1890 established a

. fiscal pattern that remains to the present day:

special business taxes; state assessment of pub-

lic utilities; the beginning of state non-property

taxes; the " relief " of the local property tax; and

the expansion of state aid for the common
schools,

TABLE 3B

STATE OF MAINE
STATE EXPENDITURES
1870 and 1890

(in thousands of dollars)

% %
Purpose 1870 Total 1890 Total
General .viienseenes | $ 1585 14.4% $ 207 16.5%
Education 126 119 461 36.8
Interest ......ccoveiiens 473 44.0 94 7.5
Defectives ...ooreins 129 12.0 146 11.7
Health and Welfare 34 35 56 4.5
Conservation and
Development ... S — 31 2.5
Taxes Collected and
paid to cities
and towns ... 6 il 56 4.5
OthETE s snmisiiioim 152 14.1 200 16.0
$1,075 100.0% $1,251 100.0%

Source: Ibid., Table 18, p. 69, Appendix Tables C and D.

A FROZEN TAX STRUCTURE
Service Expansion, War Costs and Debt
(1890 - 1930)

The period of 1890 to 1910, was, except for a
tight period in 1890 to 1894, unmarred by fiscal crises.
It was a period of increasing revenues, steady service
expansion, and, on the whole, steady cash surpluses.
Total taxes increased about 185 percent, property

taxes, 111 percent, and other taxes, 282 percent.

The tax increases arose from both changes in the tax
laws and the development of new tax bases:

. In 1893, the railroad gross receipts tax was
increased, and subsequent changes upward in
the maximum rates occurred in 1901, 1907, and
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1911, and the whole rate schedule changed in
1909.

In 1893, un estate tax law was enacted, but
for 15 vears the revenue did not exceed $100,000,

In 1893, the tax on the deposits of savings
hanks was changed to a franchise tax measured
by certain deductions from average deposits but
with little effect on the revenue,

In 1901, the taxation of telephone and tele-
graph  companies was  consolidated under a
single statute, and a gross receipts base adopted.

In 1909, the Maine forestry distriet was es-
tablished for fire protection in the wild lands
and a special property tax of 1% mills was levied
for its support.

The state property tax levy rose from $661,-
000 in 1890 to $1.4 million in 1910 and additional
special levies — particularly for schools and forest
fire protection — increased  this som  to $2.1
million.

Professor Jewett in his Financial History of Maine
(p. 76) summarizes the period:
. From 1890 to 1894, the financial condition

of the state was not strong. Tle legislature of
1889, acting on the belief that the refunding op-
eration of 1889 would result in surplus funds in
the treasury, had increased appropriations to
such an extent that in 1890 it was necessary to
negotiate a temporary loan of $300,000. The
receipt of $358,000 from the Federal government
in 1891 and adjustments of the tax system made
possible the retirement of the temporary debt by
the end of 1893, In 1897, another period of
temporary borrowing began, which was not
terminated until 1902, Adjustment of the tax
system in 1901 and receipts from the Federal
government in 1901 and 1902, on account of
Civil War claims, again placed the finances of
the state in sound condition, and at the end of
the latter year, there was a cash balance in the
treasury of $439,000. The funded debt during
these years was paid as it matured and no new
debt created . . . During most of the years from
1903 to 1912, revenues exceeded expenditures
and there were surplus funds to apply on the
debt,

* * *

Maine had entered the 20th Century in a strong
financial position — its debt had been almost abolished,
its revenue sy:stem was adequate, and its service pro-

gram was stabilized. The history of the next 40 years,
Liowever, placed great strains on the tax and revenue
structure. It was a period of heavy seryice expansion,
war costs, a frozen tax structure, and unprecedented
debt. The overall impact of these policies for the
decades of 1900-1930 is shown in Table 2. Current ex-
penditures (column 12) increased 119 percent between
1900 and 1910; 237 percent between 1910 and 1920,
and 91 percent between 1920 and 1930. Total taxes,
however (column 1), showed increases of vnly 91 per-
cent, 135 percent and 94 percent for the respective
decades. The bonded debt was $569,000 in 1913, In
1921 it was $8.9 million and in 1930, $20.7 million.
This was the beginning of the revenue bond — bonds
to be retired from the proceeds of the facility they
were issued to support. Highways were the cause of
the major increases. The first single self-liquidating
project was the Maine State Pier at Portland (1922) —
it bid tor Canadian and European shipping — followed
by the Kennebec Bridge at Bath (1925) and the Waldo-
Hancock Bridge across the Penobscot (1929).  Of the
$20.7 million debt outstanding in 1930, 70 percent
was pledged to highways and bridges, and the re-
maining 30 percent to trust funds, war loans and a
soldiers bonus for World War 1.

The revenue picture for the decades of 1910 to
1930 is shown in Table 4A. Total revenues increased
from $3.7 million in 1910 to $21.4 million in 1930 —
478 percent. The large items of increase were the
new highway revenues — the motor vehicle license
fees (1905) and the gasoline tax (1923). These were
a small part of the revenue structure in 1910, but ac-
counted for 33% of total revenues in 1930. A tax on
bank stock and trust company stock, assessed and col-
lected by the state treasurer, was levied in 1923, the
proceeds of which were returned to the towns, Col-
lections from the corporation franchise tax — measured
in terms of capital stock — increased from $265,000
in 1910 to $619,000 in 1930, It will be noticed that
the state property tax continned to decrease as a
ratio of total state revenues. 1n 1910 (before highway
revenues), it was 37% of the total, and in 1930 (after
highway revenues), it was 24%. With highway reve-
nues, however, informally dedicated to highway use,
and therefore not available for general fund purposes,
the property tax continued to bear a somewhat higher
ratio of total revenues (exclusive of highway revenues)
than in 1910 — about 41%.

From 1910 to 1930 was a span of only 20 years
but state expenditures (Table 4B) increased from $4
million to $25 million . . . an increase of 526 percent,
General government including the costs of the ad-
ministrative departments, the regulatory commissions,



the courts and legislature showed an increase from
$367,000 to $953,000. The support of education rose
from $1.3 to $3.7 million, about 2/3's of which was
state aid and the remainder went to the normal
schools, the state university, academies and teacher
pensions. At this time the State was supporting
about 1/5 of school operating costs.  The money came
from the permanent school fund (from the sale of pub-
lic lands, 1828), the school mill fund (1893) and the
common school fund (1909) — both 1% mills on the
state property tax — plus % the tax on savings and trust
companies.

TABLE 4A

STATE OF MAINE
STATE REVENUES
1910 and 1930
(in thousands of dollars)

% b

Tax Base 1910 Total 1930 Total
State Property Tax $1,392 37.3% $ 5,059 23.6%
Railroads .......c.unie 717 19.2 1,635 76
Telephone and

Telegraph ..., 58 1.6 377 1.8
Insurance

Companies .......... 126 34 545 2.5
Inheritances ............ 93 2.5 1,013 47
Trust Companies .. 101 2.7 322 1.5
Savings Banks ........ 463 124 681 32
Corporation Fran-

chise and fees .... 265 T4 619 29
Gasoline ......covvinns - —_ 3,945 18.4
Automobile

Registration ........ — - 3,164 14.8
Highway ......comin —_— —— 1,767 ‘8.3
OTAREE. 1.\t iress 515 13.8 2,298a 10.7

$3,730 100.0% $21,425 100.0%
aOthers include express company tax ($39); state tax on wild
lands ($550); taxes collected and paid to cities and towns
{$190); inland fisheries and game commissions ($238); Maine
forestry district tax ($221); court fees, fines and forfeitures
{$70); departments and institutions ($820); interest ($115);
miscellanecus ($55).

Source: Jewett, A Financial History of Maine, Table 17, p. 67;
Table 21, p. 81; Appendix Table E.

TABLE 4B

STATE OF MAINE
STATE EXPENDITURES
1910 and 1930
(in thousands of dollars)

% %

Purpose 1910 Total 1830 Total
Gemeral) oot $ 367 9.2% $ 953 3.9%
Education 1,288 32.4 3,683 14.8
Highway ... 309 7.8 13,647 54.9
InEeTREt .uicivivesiriiis 38 1.0 879 3.5
Defectives 538 13.5 1,529 6.1
Health and

Welfare .............. 205 5.2 1,972 7.9
Conservation and

Development ... 374 9.4 1,107 4.4
Taxes collected

and paid to cities

and towns! ... 233 5.9 566 23
(01377 - BT RCE NSO 618 15.6 535 2.2

$3,970 100.0% $24,871 100.0%

'Railroads, telegraph and telephone companies, bank stock,
wild lands and dogs.

Source: Ibid., Table 18, p. 69; Table 21, p. 81, Appendix
Table E.

In 1921, however, school financing was reor-
ganized. The various funds were consolidated into
the State School Fund, and a tax of 3 1/3 mills was
levied and appropriated to the fund. In 1929, 1 mill
was levied and dedicated to the support of the Uni-
versity of Maine — in lieu of all other appropriations,
These changes resulted in increased support for ed-
ucation — a jump from 3 mills to 4 1/3 mills on valua-
tions that had increased from 1913 to 1929 from $478
million to $744 million. This meant an increase of
some 77% in educational support.

The remaining items in Table 4B all show very
substantial increases between 1910 and 1930. This
period, indeed, particularly in the 1920's has been de-
scribed by Professor Jewett as the “era of prodigality,”
that even extended into the depression years of the
1930’s. It was a period of expanding services and



1&7]
]

new services. Lxpansion occurred in health and wel-
fare, the institutional care of defectives and in con-
servation and development, New services were repre-
sented by a Department of Charities and Corrections
(1913), the State assumption of the care of tubercular
patients (1915), aid to mothers and dependent chil-
dren (1917), the care of delinquent and destitute
_children (1919), and above all, expenditure for the
development and improvement of the State highways
— more than ' of the total state expenditures in 1930,

In spite of the financial collapse of 1929, both
revenues and expenditures held to a high level until
1933. The total tax revenues in 1930 were $21.4 mil-
lion (Table 4A) and in 1933 were $20.2 million — ex-
clusive of loans. Expenditures, however, were
maintained at about the 1930 level, $24.8 million.
But in 1913, the State of Maine was almost debt-free.
With the beginning of the highway program, how-
ever, there was a tremendous change. By 1933 the
debt amounted to some $31.4 million — nearly all for
highways and bridges. On many occasions the con-
stitution was amended to permit increased debt, and
self-liquidating projects began with the construction
of the Maine State Pier at Portland Harbor in 1922.
By June 1936, the bonded debt amounted to $29.6
million — all except about 6 percent for highways and
bridges. It was widely felt that the State faced a
critical fiscal situation in 1938, with possibly a $3
million shortage in its general fund, and a large social
security program before it.

Looking back over this century of finance, there
are certain pulicies that are important in current
thinking;

1) A steady effort to " relieve " the property
. tax. In 1870 it was still almost 100% of state
taxes; in 1890, 58%; in 1910, 37%, in 1930, 24%,

2) The “relief” of the property tax was

. sought by taxes on selected business enterprise —

largely public utilities and banks —a common
policy throughout the States.

. 3) The coming of highway revenues—

motor vehicle licenses in 1905 and gasoline taxes
in 1923, gave a new and dominating service
emphasis.  In 1910 highway expenditures
amounted to $309,000 — 8 percent of total ex-
penditures; by 1930 these had risen to $14 mil-
lion dollars — 55 percent of total expenditures.

. 4) From a reluctant attitude toward public

debt, the state went into heavy highway bor-
rowing — lulled by the great productivity of
highway revenues and the “easy money” of
revenue bonds.

. 5) A strong and continued resistance

toward expanding its tax base. Except for high-
way revenues there had been no significant
change since the business taxes of the 1870’ and
1880's,

‘““NEW TAXES’/, FEDERAL AID AND A BROADENED TAX BASE

Depression, war costs and stability
(1930 - 1960)

Throughout the 1930's Maine's tax structure re-
mained almost unchanged, Efforts to adopt a retail
sales tax were rejected (1937) at a public referendum.
The state property tax remained at 7% mills except
for two years (1931 and 1932) when it was 7 mills
and 7% mills, respectively. All other tax rates re-
mained unchanged. With the repeal of the 18th
amendment to the federal Constitution, Maine adopted
an excise tax on malt beverages (1933) and opened its
first liquor store under state monopoly in 1934, This
revenue was an important balancing factor for the
decline of the State property tax during the depression
years, and its rapid increase in vield brought the
State through the fiscal pressures of the late 1930's.

During the World War II years (Table 5), Maine's
experience was much like that of other states. The
costs of government continued to increase — partly
due to inflation and partly to increased services, par-
ticularly in the fields of health, welfare, and educa-
tion. Both revenues and expenditures almost doubled
in the decade 1941 to 1950. As in other states, Maine
accumulated large surpluses —as high (1943) as 60
percent of its total revenues in 1930. Property valua-
tions rose, receipts from the alcoholic beverage tax in-
creased, the motor fuel tax was raised from 4 to 6
cents (1947), and a cigarette tax (1941) was added.
Maine made good use of its surplus, It steadily re-
duced its bonded debt — From $27 million in 1940 to



TABLE 5
CONSOLIDATED
REVENUES AND EXPENDITURES
(in thousands)

1941-1950
Fiscal Excess of revenue
Year Revenue Expenditures over expenditures
1941 $34,871 $33,010 $ 1,861
1942 39,440 33,606 5,835
1943 42,336 28,743 13,593
1944 42,775 30,441 12,335
1945 34,277 31,165 3,112
1946 37,757 35,700 2,057
1947 45,732 45413 319
1948 54,395 51,993 2,402
1949 58,157 58,064 93
1950 61,210 61,811 (601) deficit
Source:  Richard K. Stuart, Financing Public Improvements in

the State of Maine (University Press, Orono, 1957),
p- 6L

$8.5 in 1950, and had entirely eliminated its general
fund bonds by 1951. It established reserves for post-
war capital construction and responded to what be-
came irresistible demands for increased public ser-
vices. Additional educational support was a con-
stant pressure, Salary increases were demanded to
meet increased living costs, welfare expenditures rose,
and deferred capital requirements were met. In fact,
the surplus became largely a post-war reserve for
public improvements. Deficiency appropriations be-
came a commonplace, and by 1950 the surplus was
gone, and a $600,000 deficit (Table 5) faced the State.

The revenue structure of Maine in 1950 is out-
lined in Table 6. Over the past twenty years three
new revenue sources had been added: commissions
on pari-mutuels, cigarette and tobacco taxes, and reve-
nues from the sale of alcoholic beverages. The ratio
of receipts from highway users revenues had increased
from 23 percent of total revenues to 31 percent, and
federal aid now accounted for 21 percent of total
revenues. The property tax had fallen from a ratio
of 24 percent in 1930 to 8.5 percent in 1950. Maine's
revenue structure had become a composite of highway
revenues, federal aid and excises. Its conservative
development is emphasized in Table 6. It had resisted
all movements toward broad based taxes —income,
sales, or gross receipts — but for the first time it faced
the limits of its basic tax policy so far as property and
excises were concerned. It also faced a cash deficit.

* * *

Much has been said over the years concerning
Maine’s resistance toward adopting a new broad based

tax. Highway revenues, cigarettes, liquor and prop-
erty, plus federal grants (the largest single source of
revenue), supported the state’s service requirements,
Collectively, they accounted for about 80 percent of
the consolidated revenues. But when the nationwide
development of broad based taxes is examined,
Maine’s position closely parallels New England policy,
and fits well with its historical heritage.

Wisconsin enacted the first modern income tax
in 1911, and at that time only five other states retained
an income tax —among them Massachusetts with a
modification of its “faculty tax”™ dating back to co-
lonial days. From 1911 to 1930, however, 12 addi-
tional states adopted modern individual income taxes.
Eleven of these thirteen enacted some form of cor-
poration income tax before 1930, and five other states
adopted corporation net income taxes alone. In all,
19 states had some form of income tax before the
depression period. In New England, these included
a corporation franchise tax in Connecticut (1915), an
individual income tax and corporate franchise tax in
Massachusetts (1916 and 1920), and a tax on income
from intangibles in New Hampshire (1923). Nearly
all other states patterned their tax structures closely
to Maine — property, highway revenue, selective sales,
and licenses. West Virginia was the principal excep-
tion — in 1921 it passed a gross sales tax act, which was
actually a classified sales tax on selected types of
businesses.

It was not surprising that Maine failed to join the
income tax movement, It reached only about 1/3 of
the states, and except for Massachusetts, had touched
lightly on New England. In the 1930's, however,
there was a different story. In this decade, 18 states
adopted individual income taxes and 17 of them
adopted corporation income taxes. Within New Eng-
land, Vermont, alone, adopted individual and corpora-
tion income taxes (1931). Between 1933 and 1935, 25
states adopted retail sales taxes; but only one New
England state, again, Vermont, was included in this
list, and Vermont repealed its sales tax in 1935, The
adoption of depression taxes had left New England
almost untouched, and Maine followed the New Eng-
land pattern with a definite rejection of a sales tax
at the polls.

Maine had accepted the New England policy —
no broad based taxes and as a corollary, a modest
support of local services, The 1940's developed two
heavy pressures — the old pressures on the property
tax became critical, and demands for school aid be-
came impossible to deny. Sales taxes were adopted
in Rhode Island and Connecticut in 1947, and Rhode
Island enacted a corporation income tax the same
year, This left New Hampshire and Maine without



TABLE 6

CONSOLIDATED REVENUES
1950
(in thousands of dollars)

Adopted Amount Percent
State tax on cities and towns 1820 to 1951 $ 5,187 8.47
State tax on wild landst ... 1909 341 56
Inheritance and estate taxes ... 1893 1,476 2.41
GaIOHNE ERX. .rcrmnrmsnrpuassssmsrssissnss 1923 12,522 20.46
Motor-carrier-fuel tax (use tax) 1947 27 .04
Cigarette and tobacco taxes ........... 1941 5,142 8.40
Taxes on public UHHEIEE wvimiiiminnsneniimmniamisnsess (1872-1883) 2,539 4.15
Taxes on insurance COMPANIEs .......... . o 1874 1,452 2.37
Motor Vehicle registration and drivers” licenses ... 1905 6,223 10.17
Hunting and fishing licenses ..........ccoonnieaiini 1903 circa. 1,079 176
Commissions on pari-mutuels 1935, 1949 320 52
Oher TRREEY uiiniiniiastaar s e B TR e 1,727 2.82
o L

From Federal Covernment¥ ... ssiimisimsrmisisioisisiais sty 13,012 21.26
From cities, towns, and counties? ... — 1,484 2.42
Services chargest ......coimisnmii i 1,589 2.60
Liquor and beer 1933-1934 6,566 10.73
3 i TR T T LT e S N S S SR O I EN grer 525 .86

07+ 1 S (TSRO 1Y CECC NS 0 SO TL TR oy (o PR N e $61,210 100.00

1Maine Forestry District created (1909) — Special tax 13 mills on 9.5 million acres of wild lands. 20ther taxes —

corporations, banks, amusements, etc, 3Largely federal aid for highways, welfare and employment security. Pay-
ments for public welfare, highways and health services. 5Rents and sales of commodities and services,
Source: Department of Finance and Administration, Finencial Report (1950), p. 13.
PERCENT DISTRIBUTION: MAJOR REVENUES
1900-1950

1900 1910 1920 1930 1940 1950
State tax on cities and towns ... 50.52 37.32 34.72 23.60 14.20 8.47
GREGUDE oivcicaiatisanmmimimsimamsimiariimn —_ —_ —_ 18.40 16.45 20.50
Motor Vehieles .....covuseeerecimssmssmsnrssrinssssessass — 26 7.85 14.76 11.40 10.17
o R e T —_— et — - —_— 8.40
Liquor ........... — —— —_ e 3.20 10.7
Federal aid ... .50 - - - 13.82 21.26

Source: Jewett, A Financial History of Maine (1937), Appendix Tables D and E, U. S, Department of Commerce,
Financial Statistics of States: 1940, Vol. 3, Statistical Compendium (1943), pp. 10-13.



a broad based tax.
erty tax state.

withdrew from the property tax field.

Maine had reached a point where 57 percent
of its expenditures were for highways, bridges,

New Hampshire remains a prop-
Maine ended its long resistance to
new taxes by adopting a retail sales tax in 1951, and

health, welfare and charities (Table 7). Educa-

tion had fallen to a low third and except for
expenditures for conservation and development
(6.5 percent of the total) all other ratios were
less than 4 percent —including, however, in-
terest on bonded debt, which had almost van-
ished.

TABLE 7
CONSOLIDATED EXPENDITURES
1950
(in thousands of dollars)
Amount Percent
General Administration .......eeee. $ 2,401 3.90
Protection of persons and property 2,160 3.49
Development and conservation of Natuml Resources 4,011 6.49
Health, welfare and charities ............ 7 15,155 24.52
Institutions ......... i 4,550 7.36
Education and libraries ...... 8,495 13.74
Highways and bridges ... e 20,376 32.97
Employment Security Commlssmn 1,070 1.73
Interest on Bonded Debt .. 281 45
Miscellaneous .......coecienes 1,637 2.64
Institutional farms ... s =
Total 0peratlng Expenses 60,137 97.29
Debt Retirement . v 1,674 2.71
Total Expenditures ... 61,811 100.00
AT I8 ey T B i B e R R RS T $ 601
Source: Department of Finance and Administration, Financial Report (1950), p. 13.
PERCENT DISTRIBUTION: MAJOR EXPENDITURES
(1900-1950)
1900 1910 1920 1930 1940 1950
Highways and bridges ......cccccocoieiiiniiiiinnnn —— 7.78 33.82 54.87 18.35 32.97
Health, welfare and charities 6.60 5.16 8.77 7.93 21.79 24.52
Education and Iibraries ... 37.56 32,44 20.59 14.81 11.10 13.74
Development and conservation
of Natural Resources ... 5.10 9.42 7.20 4.45 3.91 6.49
Source: Jewett, A Financial History of Maine (1937), Appendix Tables D and E, U. S. Department of Commerce,

Financial Statistics of States: 1940, Vol, 8, Statistical Compendium (1943), pp. 26, 27,

There have been few basic changes in the state
tax and revenue structure since the adoption of the
retail sales tax in 1951:

In 1951, the railroad gross receipts tax was

reduced by % of 1 percent — from 2 to 1% per-

cent;

in 1955, the maximum gross receipts tax

on tele dphone and telegraph companies was in-
creased from 6 percent to 7 percent.

In 1954, the gasoline tax was raised from 6
to 7 cents a gallon,

In 1954, the tax on cigars and other tobacco
was repealed.



In 1955, the cigarette tax was increased from
2 mills to 2% mills for each cigarette.

In 1955, the rates under thé domestic cor-
poration franchise (capital stock) tax were
doubled; from $25 per $1 million in the top
brackets to $50 per $1 million.

In 1955, the consumers excise tax (actually
a sales price “markup”) on wine sold by the
State Liquor Commission was increased by 23
cents, 75 cents and $5 a gallon, based on al-
coholic content.

. In 1957, the retail sales tax was increased

from 2 percent to 3 percent, and in 1959 the
tax was extended to rentals from hotels, room-
ing houses and tourist and trailer camps.

In 1957, the state tax on all pari-mutuel
pools was increased from 5% percent to 6 per-
cent.

In 1959 a flat registration fee of $15 was
adopted for all passenger motor vehicles, in
place of fees ranging from $10 to $16 based on
horse power.

TABLE 8A
CONSOLIDATED REVENUES

General Fund, Highway Fund
And Other Special Revenues Funds

(1959)
(in thousands of dollars)

Revenues Amount Percent
-1 C e e 1 I TR R e S e $ 5128 40
Maine Forstry DIRLPICE TR wotiisiotrmtsmm it baibirirasstyr s gt 499.6 .39
Inheritancs and’' EIEate: TAREE (o wtvaisvinssmtrtseribasssevaiissasssesstrsbosm i vatsisd 3,001.8 2.29
Bilen RASITISE TaXOR 5. i e it deiaiis et s o v s oras s sohs T e dAs R TRne s e 24,482.2 18.69
Gasoline and Use Taxes (Net) ...... 22,241.7 16.98
Sardine Development Tax ... 499.0 .38
T 0 Y SRR RO it o I TR a0 R R (0 0 2 6,188.1 4,73
ot e o R o FERR O T ALY ey 0y oy g et o A U R e L S L 3,958.5 3.02
Taxes on Insurance Companies ... RSN D L M o W e 2,318.3 1.77
Motor Vehicle Fees and Drivers' Licenses T e SRR B S 8,746.5 6.68
Hunting and Fishing Licenses ........ 1,756.4 1,34
Commissions on Pari-Mutuels ......c.ievsseimesiemmiomes 977.5 i
(3,10 1 ¢ OO s RS A = Lt Bt R e o S 2,140.3 1.63
o o
From Federal Government ... 37,473.3 28.62
From Cities, Towns and Counties ............. 2,869.1 2.19
Services Charges for Current Services 3,203.6 2.52
Liquor and Beer (Net) ... hafhe 8,573.5 6.55
03y T w30 ] T Rt P L L e e e 1,397.3 1.07
Total Revenues .............. L N let 0,00 $130,929.4 100.00
Source: Department of Finance and Administration, Financial Report (1959), p. 1L
BY SOURCE
B “THRBS bbb i BT T g e $ 85,896.0 (65.60)
PEODATEY: sviyisssasssusaion sininadvicsios saokyach hivanss ashrs vas 3 10124 <79
SalBE it 66,739.8 52.49
Licenses and Priv:leges ............... ] 16,143.8 12.32
Intergovernmental Revenues ..o 40,342 4 (30.81)
From Federal Government ............oveereees 37,4733 28.62
From Cities, Towns and Counties ............ 2,869.1 2.19
Non-Tax Revenue .. 4,690.9 (3.59)
Service Charges 3,203.6 2.52
Miscellaneous .......... 1,397.3 1.07
Total Revenue ... $130,929.3 $130,929.3 100.00



Tables 8A and 8B indicate the tax and expendi-
ture emphasis in Maine as of the present time. Maine
has become a sales tax state — sales taxes account for
52 percent of its consolidated revenues. The general
sales tax accounts for 19 percent; gasoline taxes, 17
percent; cigarette taxes, 5 percent; utility taxes, 3 per-
cent; insurance premiums taxes, 2 percent; liquor
price markups, 7 percent and pari-mutuel betting, .8
percent. The property tax has finally been removed
as a source of general fund support, but federal aid is

important — 29 percent of consolidated revenues. The
expenditure pattern is still dominated by highways,
bridges, health, welfare and charities as it was in
1950 (Table 7)—61 percent. Education maintains
about the same ratio of a decade ago — 14 percent;
and debt services (almost entirely for highways and
bridges) have fallen to less than 1 percent. As of
today the state of Maine is comfortable with its
present revenue and expenditure program.

TA

BLE 8B
CONSOLIDATED EXPENDITURES

General Fund, Highway Fund
And Other Special Funds

(1959)

(in thousands of dollars)

General Administration ... % 5,502.6 4.30
Protection of Persons and Property ... 4,370.0 341
Development and Conservation of Natural Resources bt B ot 7,436.6 5.81
Health, Welfare and Charities . % o sty 24,534.9 19.19
Institutional Service .. e W Sl JA0 YL N . ) g Tl R TR 1T 8,806.5 6.89
Education and leraries S PP AN A SR S W T R Ry 18,260.5 14.27
Highways and Bridges .. 52,589.9 41.12
Maine Employment Secumy Commission — Administration ,............... 1,533.3 1.20
Interest on Bonded Debt .. i 4 5 T 445.3 35
NAAROUIIAMEONES ...\ siorsfiosks bt be bt Bl i ks AL E s s i ety N '4,312.2 3.38

Total Operating Expmditures ........................................................... 127,791.7 99.92
Debt Retirement ....... 100.0 .08

Total Expandlturel ... oo rmiiiiiiiommeimbisassmnsiosisniemms $127,861.7 100.00

Source:

Department of Finance and Administration, Financial Report (1959), p. 11
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HIGHLIGHTS
Population, Income and Employment

Since 1900, Maine has shown a moderate growth in population for each decade, but
during the 1950’s failed to maintain the increases of the 1940,

Estimates for the 1960 decade promise increased gains comparable to the normal rate
of growth and about equal to the United States average.

The six southwest counties, containing 12.7 percent of the state area and 51 percent
of the population, have grown (1930-1959) 42 percent more rapidly than the state as a
whole.

Maine's manufacturing income (1957) accounts for some 26 percent of total income —
a slight decline since 1950 (28 percent), but a marked increase since 1929 when the ratio
was 21 percent. The current ratio is comparable to other New England states except Con-
necticut (37 percent).

Trade (wholesale and retail) accounts for 15 percent of Maine’s total income. Retail
trade has increased 38 percent since 1948, and 41 percent in the southwest counties;
wholesale trade has increased 80 percent throughout the state, and 88 percent in the south-
west counties.

In total disposable income (income less tax payments), Maine ties with Rhode Is-
land for third place among the New England states; but 81 percent of the total falls in
income brackets below $10,000, This is well above the average for New England and
the United States,

The six southwest counties provide 55 percent of the disposable income of the State.
Cumberland, alone, provides 21 percent, and Androscoggin and York, about 10 percent
each.

Kennebec, Androscoggin and Cumberland counties, have more than 21 percent of
their disposable incomes above $10,000. This is close to the United States average (25
percent), but below the New England average (29 percent) — heavily weighted with
Massachusetts (29 percent) and Connecticut (36 percent).

The ten upstate counties, as a whole, have shown substantial losses in population
during the past decade, and an overall loss since 1930; but there remains a stable eco-
nomic base; and Penobscot and Aroostook show larger population gains (1950-1960) than
any other counties in the state.

While in the upstate counties, per capita income is, in all cases, below the state av-
erage, income per household is above the state average in Aroostook, Franklin and Pe-
nobscot; and Penobscot contains 12 percent of the income of the State, or more than
1/4 of the income of the ten upstate counties combined.

Ninety-one percent of employment in Maine is in non-agricultural activities — 29 per-
cent manufacturing; 47 percent, non-manufacturing; 15 percent, self-employed.

Declines in textiles (1940-1958) were heavy throughout New England —in Maine,
from 27 percent of employment in manufacturing to 17 percent. But Maine more than
doubled employment in food products, and showed modest increases in forest and leather

roducts.
3 In non-manufacturing, Maine showed a 39 percent increase between 1940 and 1958
— below the 43 percent for New England, and far below the national average of 65 per-
cent.

The largest increase in employment (1940-1958) was in the construction industry —
4.7 percent to 7.4 percent — well above averages for New England, the Northeast and
the United States as a whole.

Employment in government shows no increase between 1940 and 1958, but is the
highest ratio (27 percent) among the New England states, and well above the national av-
erage (21 percent).

The six southwest counties contain 59 percent of the total employment; 58 percent
of the employment in manufacturing; and 60 percent of the employment in non-manu-

facturing.
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PART 1l

THE ECONOMY WE LIVE IN
Population, Income and Employment

*

*

*

POPULATION
Growth, characteristics and distribution

® From 1850 to 1900 Maine's population in-
crease was 19 percent — from 583,000 to 694,000,
At the turn of the century it ranked 30th in
population, 33rd in the value of its agricultural
products ($37 million); 32nd in mining products
($3.7 million) and 2lst in manufacturing ($127
million),

From 1900 to 1960 its estimated population
increase was 36 percent — from 694,000 to 937,-
000. In 1957 it ranked 36th in population; 38th
in the value of its agricultural products ($190
million); 46th in mining products ($12.7 million);
and 34th in manufacturing,

There are three major factors that give a rough
measure of the economic strength of a State. These
are population characteristics, employment opportu-
nities and income production and distribution. They
do not measure the total strength of a state, Some
states of modest economic means have responded to
their physical limitations, and developed patterns of
internal strength that measure the character of its
people. But taxation as a device to support public
services is an economic problem, and public revenues
depend upon an economic base. Whatever the ser-
vice needs or aspirations of a state may be, they can-
not be purchased at a price that destroys or impairs
its economic base; and when the question of * When
are taxes too high?” is raised, the answer is in eco-
nomic terms,

® A property tax is too high when it becomes
5o large a part of the costs that it is no longer
profitable to own or operate property; a sales
tax is too high when it unduly restrains the pur-
chasing power of the taxpayers; and a personal
income tax is too high when it impairs savings,
investment and personal initiative.

Population — its growth, composition and distri-
bution — is one index of taxable capacity, and Table 9

shows some interesting population facts pertaining to
Maine. It will be noticed that from 1900 to the pres-
ent, growth has been slow — an increase of about 36
percent. Its largest increase for a single decade was
about 8 percent between 1940 and 1950 —and this
during the booming years of World War 1I.  Over
the past 57 years its ratio of population to the popula-
tion of the United States has declined about one-
third; and approximately the same decline took place
in relation to the population of New England and to
the northeastern states as a whole. Its ratio of people
over 60 years of age has increased from 12 percent
in 1900 to an estimated 16 percent in 1957, and its
ratio of people between the productive ages of 20
and 59 has fallen from 52 percent to 47 percent.

These figures, however, are subject to some mod-
ification. The productive capacity of those between
20 and 59 years of age has increased enormously since
the turn of the century. Increased longevity is a
modern phenomenon, and is reflected in the statistics
of all states. Slow growth in population may be the
mark of a mature community. Even in the growing
years, Maine never showed the spurts in population
increase that took place in many other states. The
causes of these “spurts” were not present. Maine
was never a " gateway to the West; ” there was no
occasion for transcontinental transportation by wagon
trains, stage coach, canals, railroads or airlines; there
was no “spilling over” from adjacent metropolitan
areas, nor was Maine in any sense a link between
high density populations. Its resources in agricul-
ture, forestry and minerals, moreover, did not lend
themselves to “ boom " periods; but were adapted to
a steady and permanent development, which, if not
marked by spectacular growth, have, on the whole,
avoided the dissipations of more " prosperous ” areas.
Maine is still a state of hundreds of small commu-
nities — but there are no “ ghost towns ™ in the sense
of the skeleton communities of the West.
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TABLE 9
POPULATION DISTRIBUTION

MAINE, NEW ENGLAND AND THE UNITED STATES
Selected Years: 1900-1957

New
- Rural Urhan Eng-

land U. 8.
1900 1910 1920 1930 1940 1950 1955 1956 1957 1957 1957
1008 g |
~ | &1 ol o] [ac)
s - - = - & s - < = -
80%
n " = i 2 © @ = 53 g
60% e ~t =y A
(=]
i
=)
&
40% _—
20%
© © vy e v " = = = 2
) on e bl 5 A [2F) ) e o
=
(=
£
5
Total in in millions
thousands ... 594 742 768 797 847 914 919 929 039 (9.54 170.29)
% increase
from pre-
vious census 3.0 6.9 3.5 3.8 6.2 7.8 0.6 1.0 1.0 1.2 1.8
% of US, .. 0.9 0.8 0.7 0.6 0.6 0.6 0.6 0.6 0.6 5.8 100%
% of New
England ... 12.4 11.3 10.4 9.8 10.3 9.8 9.5 9.6 9.6 100% h
% of North
gastl ... 3.l 2.7 2.5 2.2 2.2 2.2 2.0 2.0 2.0 == =
Density per
Sq. Mile ... 23.2 24.8 25.7 25.7 27.3 29.4 29.6 99.9 30.3 155.7 57.2

INew England plus New York, New Jersey, Pennsylvania, Delaware and Maryland,

Source: U. S. Census of Population: 1950, Vol. 11, Characteristics of Population, Part 1, United States S_ummury

(1953), pp. 1-8, 1-10. Current Population Reports, Population Estimates, Series P-25, No. 196, No,
189 (Mar. 16, 1959, Nov. 13, 1958),




TABLE 10A

PROJECTED POPULATION DISTRIBUTION
MAINE AND OTHER NEW ENGLAND STATES
Selected Years: 1950-1970
(amounts in thousands)
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Percent Percent Percent Percent

Increase Increase Increase Increase
State 1950 '50-'55 1955  ’55-'60 1960 "60-'65 1965  '85-"70 1970
LY P vy TR 914 0.6 919 2.0 937 2.6 961 27 987
New Hampshire ..o 533 a7 568 4.7 579 4.0 602 4.1 627
VEGDODE i i e 378 —3.0 366 297 376 1 s ¥ 380 1.5 386
Massachusetts 4,690 2.6 4,414 3.1 4,961 9.1 5118 3.1 5,278
Rhode Island 792 4.5 827 ax 849 2.7 872 27 896
Connecticut .o 2,007 100 2,209 7.1 2,365 63 2515 6.1 2,670
New England .......cccoournn. 9,314 4.0 0,688 3.9 10,066 3.8 10,449 3.7 10,844
United States ..., 150,697 0.0 184,303 6.8 175,520 5.8 185,359 54 195,438

TABLE 10B
OREGON AND OTHER FAR WESTERN STATES

Decan: b e [SERST 10.8 1,685 12.3 1,892 10.4 2,088 9.9 2,294
Washington 2,379 9.6 2,607 10.5 2,882 9.0 3,140 8.6 3,409
California .....cccormsieansnes | 10,588 224 12,961 15.0 14,901 123 16,738 11.5 18,656
94070 s 1L AP B o 160 46.9 235 18.3 278 14.4 318 13.2 360
15 F e O AV b e 589 39 612 7.5 658 58 696 57 786
Ko Wast: o st | Lonadd 188 18,100 13.9 20,611 11.5 22,982 10.8 95,455

Source: U. S. Census, Current Population Reports, Population Estimates, Series P-25, No. 1680 (Aug. 9, 1957).

Within New England (Table 10A) Maine's popu-
lation increase during the present decade has been
slow — slower than any other New England state ex-
cept Vermont. It has, however, shown no losses, and
projections to 1970 indicate modest increases. It is
the third most populous state in New England — dom-
inated by Massachusetts and Connecticut which to-
gether account for 72 percent of the total population.
It likewise has more than three times the area of any
other New England state and the lowest density (30.3)
per square mile. It must be remembered, however,
that the figures upon which these broad generaliza-
tions are averages and even averages of averages, and
that population projections have a reputation for be-
ing widely off the mark. Nevertheless, over a period
of time, they are useful in indicating trends, and

while they often suggest points from which to ex-
plore unique conditions that may account for the
variations, as absolute values they must be used with
caution,

Tables 10A and 10B present this picture for the
six New England states and the five far western states.
In 1950 there was a rough similarity in population
within these two groups. Nevada and Idaho were
comparable to the two smaller New England states
of New Hampshire and Vermont. California and
Massachusetts dominated their respective areas.
Washington and Connecticut were closely compar-
able, and Oregon and Maine held third place within
their respective areas. From 1950 to 1955 the Far
West as a whole increased 18.8 percent — twice the
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national average; and New England increased 4 per-
cent — less than % the national average. Between
1955 and 1960, the relative ratios were about the same
as over the previous five years. The projections to
1970 show an estimated increase in the five far
western states since 1950 of about 67 percent, and in
New England of about 16 percent. Age groups are
a rough indication of the vitality of an area. Table
11 shows the emphasis in Oregon on the productive
years of 20 to 59 and the same emphasis is clear over
the Far West as a whole. But Maine is close to the
national average in its age distribution for those un-
der 20; below the national average for those between
20 and 59, and above the national average for those
over 60. Within New England, however, projections
compare fairly well with the averages in each classifi-
cation.

These comparisons are not presented to indicate
that the Far West is growing more rapidly than New
England. This is common knowledge, and needs no
statistical demonstration. It is rather to emphasize
that the oldest economy in the United States is-still
growing, and still anticipating growth, at about % the
rate of the newest economy. While this is still about
% the rate of the total national increase anticipated
between 1950 and 1970, it is important to note that
the new economies weigh heavily in this average.
Maine is not a static community, nor is New England
a static region. Only one state, Vermont, has shown
a loss in population since 1950 and it is anticipated
that this will be checked by 1970. Both Maine and
New England have matured to a point where their
economic resources are insufficient to attract large
new populations, and while populations alone are
not an adequate measure of a tax base, they do be-
come significant when related to employment and
income.

There is, however, another pliase to this picture.
The Southwestern portion of Maine (Table 12) is
composed of four industrial centers — Biddeford-Saco
(York County); Brunswick-Bath (Cumberland and
Sagadahoc Counties); Auburn-Lewiston (Androscog-
gin County) and Greater Portland (Cumberland
County). Two additional counties, Kennebec and
Lincoln, are closely related to this area on the north.
Collectively they form the greater industrial region
of Maine, This area contained 469,132 people at the
time of the 1950 census — 51.3 percent of the popula-
tion of the state in 12.7 percent of the total area.
From 1930 to 1959, it grew 42 percent more rapidly
than the state as a whole — a ratio of growth that has
been maintained since 1930. Tax wise this is signifi-
cant: It is upon this southwestern ellipse that the
state must depend for the principal support of state-
wide services — particularly, schools, highways and
welfare.

TABLE 11

PROJECTED POPULATION BY AGE GROUPS
MAINE, NEW ENGLAND, OREGON, FAR WEST
AND THE UNITED STATES
Selected Years: 1950-1970
(In percent)

1950 1955 1080 1985 1970

Maine
Undear: 80 i 35 37 38 37 35
QOREE 1 d asmristisabais 50 46 46 46 48

B0 and OVEr ... 15 17 16 17 17

New England
Under 80 it i 31 34 35 35 34
RSB siisiciisn 55 50 48 48 49
60 and over ... 14 16 17 17 17
Oregon
Under. 2 cenminsssiviasensons 33 36 37 36 35
2059 ...ooiivivinree 54 50 49 50 51
60 and over ... 13 14 14 14 14
Far West1
Undar D0 Lk i mvsimesie 31 35 36 35 34
20-B0 .iicivicivisinns 56 52 40 51 52
60 and over 13 13 14 14 14
United States?
4072 P )| [P EE N R 34 36 38 39 37
KB GnisnanaanuueN; 58 55 53 52 53
60 and over .........eoee 8 9 9 9 10

10regon, Washington, California, Nevada and Idaho.
2Excluding Hawaii and Alaska,

Source: U. 8. Census, Current Population Reports, Population
Estimates, Series P-25, No. 160 (Aug. 9, 1057)

These are steadily growing communities. They
do not equal the growth of the Far Western states,
but they represent a 56 percent increase (1940-50)
over the state as a whole, and are close to the United
States average. It will be noticed, however, that this
increase was not maintained during the decade 1950-
1959. While there is some difference in the projec-
tions, even the most favorable estimates fall short of
the 1940-1950 record. If the estimates of the Bureau
of the Census for the state as a whole are used (and
they are the most favorable), the 1950-59 increase is
3.9 percent. There are no census estimates for each
county. If the Sales Management estimates are used,
the 1950-59 increase becomes insignificant for the
State and 1.6 percent for the six counties. Except
for Vermont, the census figures for Maine show the
lowest increase for any state in New England. Table
10A indicates, however, that the 1960 decade prom-
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TABLE 12A

SOUTHWEST MAINE
Population Growth

(1930-1959)
Popula-  Land  Density % Increase Population Percent Urban
tion Area Per 19501
1950 Sq. Mi. Sq. Mile (thousands) 1950-59 1930-59 1940-50 1930-40 19502 19402
Androscoggin ...... 83,504 478 174.9 84,6 1.2 18.8 9.0 7.7 80.3 76.23
Cumberland ........ 169,201 881 192.1 1747 3.3 29.8 15.9 84 714 73.64
Kennebec .......... 83,881 865 97.0 85.0 1.3 20.2 8.6 9.3 6.2 58.33
Lincoln ..o 18,004 457 39,4 17.9 -0.6 15.5 10.5 5.1 0 0
Sagadahoc ... 20,911 257 81.4 214 2.4 26.6 8.3 13.0 50.9 53.5
YOk .ovicnomanecnes B3,541 1,000 93.5 92.8 ~0.7 27.3 13.3 13.2 62.9 34.43
Total .......cc0enn.. 469,132 3,938 119.1 476.4 1.6 24.8 123 9.4 66.0 532
State .uiesneeniennns 913,774 31,040 294 914.6 0.1 175 79 6.2 41.02 40.53%
Ratio: Southwest
Maine ... 513 12.7T _ 52.1 1417 155.7 151.6 65.6 7288
United States ...... 150.7 3.0 50.7 174.9 424 14.5 7.2 64.0 494
(millions) (millions) (millions)

1Sales Management, Vol. 82, No. 10 (May 10, 1959), pp. 392-393.

2The urban definition established by the 1950 census: incorporated places of 2,500 or more; unincorporated places of
2,500 or more outside an urban fringe; an urban fringe around cities of 50,000 or more, Everything else is rural,
8The definition in previous censuses: unincorporated places of 2,500 or more and areas classified as urban under special

rules,

Source: U, S. Census, Number of Inhabitants, Maine (1950) Report, P-A 19 (1851), p. 19-9,

ises some improvement — 5.3 percent increase as op-
posed to the 3.9 percent of the 1950's. The facts
seem to suggest that losses in the textile fields, as
well as losses in the rural areas have not been ade-
quately compensated by gains in the southwest
counties,

It is realized that more favorable growth statistics
can be developed by selecting the high density area
of any State, but Maine has unique characteristics
that give some validity to the selection. When com-
pared to New England as a whole, it occupies almost
half the land area — 31,000 square miles compared to
a total 63,000 — but with less than 10 percent of the
population. The Southwest region is not an isolated
metropolitan area, It contains about 4,000 square
miles — about as large as Connecticut —and some
500,000 people. It is the principal environment to
which industry looks for new sites, new populations

look for new homes, and the state looks for revenues
to sustain its public services. For comparative pur-
poses, it is the hub of the economy in the same sense
that Portland is the hub of the state of Oregon;
Wilmington, the state of Delaware; Salt Lake City,
the state of Utah, the “southeastern industrial tri-
angle,” the state of Wisconsin; and the coastal strip
of Puget Sound (comparable in significance to the
Maine Ellipse), the State of Washington.

There is another area of importance in the in-
dustrial life of Maine. To the north of the Maine
Ellipse (Table 12B), is Penobscot County. This is
an inland empire of its own. It has an area (3,408
square miles) more than three-fourths as great as the
southwest counties combined. It has an estimated
population (1959) of 115,500, second only to Cum-
berland County, and between 1930 and 1959 main-
tained its rate of growth with the large counties to
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the south, and exceeded them during the decade of
the 1950's with an overall gain of 6.8 percent. It con-
tains the city of Bangor, the third largest in the
state (31,000), and when interpreted as a region ex-
tending from Bangor and Brewer to Orono, Old
Town, Dexter, Lincoln and Millinocket, and west to
include Somerset County with the developing com-
munities of Pittsfield and Skowhegan, it becomes a
major industrial area. Its plants manufacture practi-
cally all durable and non-durable goods which com-
pose the Maine economy, particularly lumber, food
and kindred products, leather and leather products,
and textiles and apparel.

The remaining nine counties (Table 12B) with
the exception of Aroostook, have shown population
losses during the past decade — Piscataquis as high
as 16 percent. Aroostook has shown the largest gain
—4.6 percent, second only to Penobscot among the
16 counties. This is the " potato empire " with about
3,000 growers, and important industrial processing.
While the remaining counties have been losing pop-
ulation during the past decade —and several since

1930 — they nevertheless have substantial business
activities. Franklin county is the recreation center
for the Rangeley region, plus some manufacturing in
forest products, fabrics and leather goods, Hancock
is an important northshore resort area, with many
fisheries and processing plants for fish, fruits and
vegetables, a large paper mill at Bucksport and gran-
ite quarries at Stonington. Knox county is another
north shore resort area, with Rockland, “ the lobster
center of the world”, Thomaston with the only
cement plant in New England, and Camden, a site for
manufacturing plants,

The western boundary of Oxford county includes
about 2/3's of the New Hampshire line, and is pri-
marily a forest area with large wood working plants
in Rumford at the junction of the Swift and Andros-
coggin rivers. Piscataquis county. is the location of
Baxter State Park and Moosehead Lake, with its indus-
try centered in logging and recreational facilities.
Somerset — between Piscataquis and Franklin counties
—is also heavily forested. There are paper mills on
the Kennebec river at Madison and Fairfield, the Wy-

TABLE 12B

UPSTATE MAINE
Population Growth
(1930-1959)

Popula-  Land Densi
o Aiek Perty Percent Change Population Percent Urban
1950 Sq. Mi. Sq. Mile 1959 1950-59 1930-59 1940-50  1930-40 1850 1940
(thousands)
Penobscot .. 108,198 3,408 31.7 115.5 6.7 25.0 11.4 51 56.8 45,3
Aroostook ... 96,039 6,805 14.1 100.4 4.6 14.4 L7 7.5 34.1 8.6
Franklin ...... 20,68'2 1,717 12.0 197 —4.8 —-1.0 4.0 —-0.2 15.1 —
Hancock ... 32,105 1,542 20.8 31.1 —3.1 1.3 -1.0 55 20.3 12,1
KOOR ooiivviinii 28,121 362 T o217 —14 -— 3.4 —1.8 44.5 32.7
Oxford ........ 44,221 2 085 21.2 40.6 —-8.1 -2.2 3.7 2.8 32.6 19.8
Piscataquis .. 18,617 3,948 4.7 15.6 -16.1 -14.3 0.8 1.3 13.8 e
Somerset ..., 39,785 3,948 10,1 a7.5 —-5.8 —4.1 4.0 -2.2 39.0 157
Waldo ....... 21,687 T34 29.5 19.6 -9.7 —3.4 2.5 4.3 2.5 26.2
Washington 35,187 2 553 13.8 30.5 —13.4 -19.3 —-6.8 -0.2 21.9 22.5
Total 9
Counties .. 336,444 23,694 14.2 322.7 —4,1 -0.12 1.3 28 30.0 14.9
Ratio 9
Counties
to State .. 36.8 76.3 35.3 16.5 45.2 73.2 36.8

Source: Same as Table 12A,



man Power Dam — one of the largest hydroelectric
plants — at Bingham, and textiles, shoes and related
products are made at Skowhegan and various points
on the Kennebec river between Madison and Fairfield.
Waldo county is the heart of the fast-growing poul-
try industry, with the farms scattered throughout the
county, and processing centered around Belfast, the
county seat. Washington county, the most eastern
part of Maine, is well known for its processing of
fish, fruit and blueberries. On its most eastern tip
is Cobscook Bay, the site of the proposed Interna-
tional Passamaquoddy Power Project, designed to
utilize the tides in the manufacture of hydroelectric
power. Should this project be completed it would
doubtless have an important impact on all aspects of
the economy of Maine.

* * *

There is still another factor in population which
the census does not reflect — the seasonal population
of Maine. Maine as a resort area has had over a
hundred years of history. Since the Isle of Shoals
provided the first hotel on Appledore in 1851, sum-
mer visitors have increased to the point where tourism
has become a major industry. The 19th century de-
veloped vacation sites that were by-words throughout
the country; and from the ocean resorts of Kittery,
York, Ogunquit, Old Orchard, Casco Bay, Boothbay
and Mt. Desert, recreation centers spread inland to
the forests and mountains. Many thousands of sum-
mer vacationers came to the great lake regions of
Sebago, Belgrade, Rangeley and Moosehead and as
they pushed farther north, the “gateway” moved
from Portland to Bangor and from Bangor to Green-
ville.

Figures on this great summer migration are frag-
mentary. There had been no serious attempt at a
thorough examination of the numbers, dollar volume
or the business impact since the early 1930's. In 1959,
however, three surveys were commenced. The Fed-
eral Reserve Bank of Boston began a study of the
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summer vacation industry in all of New England.
The University of Maine began a study in September,
1959, to be completed by the end of this year, which
will survey the entire recreation industry of Maine —
where the visitors come from, what they do, where
they stay, and how much they spend. The State
Department of Economic Development is undertak-
ing an inventory of the recreational facilities of the
State. While only preliminary figures are available,
they suggest a market value of $275 million (1959)
for all privately-owned recreation facilities. This is
about 10 percent of the market value of all taxable
real estate. Tt has been estimated that on an active
summer weekend, there are about 225000 non-resi-
dents of Maine within the State. During the week
there are probably half as many. While no informa-
tion is available at the present time on the extent of
the winter migration for hunting, skiing and wvaca-
tions, it is common knowledge that this type of
tourism has developed greatly over the past few
years,

Nevertheless, there are elements of restraint
in these figures on population that have fortunately
been reflected in the tax and financial policies of
Maine:

Maturity brings caution. Population esti-
mates give no promise of rapid growth, This
is nothing new to Maine. Its historic picture
has been stability rather than growth, and its
tax and finance policy has fitted rather well with
its actual and potential requirements. Whether
it is called " conservatism” or “prudence”
Maine has shown an awareness of its limitations,
and its population growth and distribution,
gast, current and projected, show no reason to

epart from its established policy. Much can
probably be expected from population increases
in the southwestern counties, and these, plus
vacation populations, will remain an important
measure of its tax capacity.

INCOME
Sources and Distribution

® Maine’s manufacturing income is hasically
derived from industries that had their origins
in the early days of statehood —food, textiles,
apparel, wood and leather products, They ac-
count for some 26 percent of total income, and
except for recent losses in textiles, which was
well compensated by growth in leather and
leather products and food and kindred products,
they have been a stable and reliable economic
base. Trade (retail and wholesale) accounts for

some 15 percent of total income. Two new
sources, one in manufacturing (metals and ma-
chinery — 3.4 percent), and one in services (fed-
eral and state government — 20 percent) account
for almost one-quarter of the total income. Col-
lectively, manufacturing, trade and government,
produce 61 percent of the total income of Maine;
and each has shown a steady increase and
development over the past decade.
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Income measures the potential standard of liv-
ing of a community —both public and private. In
the field of taxation it is important, not only in dollar
amounts, but as to the type and stability of its
source. Some states rely heavily upon their natural
resources — or sometimes a single resource, such as
oil (Texas), coal (West Virginia) or timber (Oregon).
Others rely heavily on property — particularly those
that are largely agricultural (Nebraska) or heavily
residential (New Jersey). Still others, short in prop-
erty values and industrial development, depend upon
sales taxes (Florida, South Dakota, Wyoming); some
require personal income, corporate income and sales
(Alabama, California, Iowa) to meet their require-
ments; and then there are those that depend mainly
on income and property, among them Massachusetts

and Vermont. This is not to say that tax structures
can be wholly identified by the basic income sources
of a state. There are many pressures — both tangible
and intangible — that determine the ways in which a
state will raise its public revenues. But by and large
they must reflect the amount, type, and stability of
its income,

In spite of its great area and high percent of
rural population, Maine has been classified as a manu-
facturing state; but its industry has been so closely
allied to its natural resources, that it may well be
classified also as a natural resource state, Forest
products — particularly wood pulp and paper — have
long been the dominant industry, and account (Table
13) for more than 1/3 of the income from manufac-
turing today. The start in this field dates from about

TABLE 13

BASIC SOURCES OF INCOME IN MAINE

Selected Years:

(amounts in millions of dollars)

1529 1939
Amount  Percent Amount Percent
Total Personal
INcome . §470 100% $417 100%
1y S 53 11.07 33 7.91
Construction
and Mining ... 25 5,22 10 2.40
Manufacturing .......... (101) (21.09) (104) (24.94)
Food Products ... 6.0 1.25 6.0 1.44
Textiles and
Apparel .............. 16.3 3.40 23.6 5.66
Forest Products2 ., 314 6.56 30.7 7.36
Leather Products .. 13.4 2.80 16.1 3.86
Metals and
Machineryd ... 6.5 1.36 10.1 2,42
All other
Manufacturing .. 274 5.72 17.5 4.20
Trade L ata i 64 13.36 68 16,31
Finance & Realty ...... 13 2.71 11 2.64
Rervices | loohe e 90 18.78 27 647
Transportation .......... 24 5.01 18 4,32
Communication and
Public Utility ........ 8 1.87 9 216
Government ............. (37) (7.73) (64) (15.34)
Federal .......cccoiuiuin 17 3.55 31 743
State and Local .... 20 4,18 33 7.91
Property Income ...... G4 13.36 73 17.51

1929-1957
1946 1950 1957
Amount  Percent Amount Percent Amount  Percent
$933 100%  $1,087 100% $1,568 100%
102 10.93 87 8.00 73 4.66
34 3.64 42 3.86 85 5.42
(253) (27.12) (308) (28.18) (408) (268.02)
18.4 1.97 23.5 2.16 31.9 2.03
62.3 6.68 78.6 7.23 60.2 3.84
§3.9 8.99 101.8 9,37 151.6 9.67
32.2 345 43.1 3.97 68.8 4.39
33.3 307 29.1 2.68 53.2 3,39
22.9 2.46 29.9 2.75 42.3 2.70
139 14.90 166 15.27 240 15.31
16 L il 23 2.12 43 2.74
66 7.07 78 7.18 118 7.53
40 4.29 41 <5y 58 3.70
17 1.82 22 2.02 35 2.23
(151) (16.19) (172) (15.82) (314) (20.02)
104 11,15 104 9.57 218 13.90
47 5.04 68 6.25 96 6.12
115 12.33 150 13.80 194 12.37

1Food processing — canning, packing, preserving of fish, vegetables and fruits.
2Lumber, pulp, paper, furniture and fixtures.
3Primary and fabricated metals, electrical and agricultural machinery, transportation equipment, and miscellaneous instru-

ments.

Source: U. 8. Department of Commerce, Personal Income by States Since 1929 (Washington, D, C.: 1956), Tables 6, 63, 64,
66, 67, 69, 71, 74, 768; Survey of Current Business, Vol. 38, No, 8 (Aug. 1958), pp. 13-23.



the turn of the century, when rags gave way to wood
fibre as a base for commercial paper. This was a
perfect fit for Maine’s abundant water power, spruce
forests and the economy of transporting logs upon its
rivers and streams. The Androscoggin, Kennebec
and Penobscot rivers provided ideal sites for the in-
dustry, and to this day it remains clustered around
such places as Westbrook, Livermore Falls, Madison,
Rumford, Waterville, Augusta, and to the north in
Bucksport, Brewer, Old Town, Lincoln and Milli-
nocket. Together with wood products, furniture and
fixtures, concentrated in the Portland and Lewiston
areas, and the lumber production marked by scores of
primary saw mills scattered throughout the entire
state, the natural resources classified as forest prod-
ucts (Table 13), account (1957) for about $152 million
of the state’s income — some 9.7 percent of the total
income of the state, No other New England state ap-
proaches this ratio.

From the historical standpoint, textiles have been
the most important industry in Maine. The manu-
facture of cotton goods was developing in the early
years of the 19th century, encouraged by easy water
power and ready access to ocean shipping. With
cotton came wool. Since the colonial days wool
fabrics had been part of Maine’s economy. At first
it was wholly a domestic activity, and remained so for
the first few decades of statehood. By the close of the
Civil War textiles had reached a substantial growth.
Cotton mills tended to locate on the larger rivers; the
woolen mills more or less on the smaller streams.
Following the Civil War the industry experienced
rapid expansion which continued well into the 20th
century and Maine became widely known as a textile
state.

Today the textile and apparel field accounts for
3.8 percent of the income of the state. As early as
1920 there was apprehension concerning the rapid
development of cotton textiles in the south, and there
was fear that the growth to which Maine had become
accustomed, might not continue. There was, how-
ever, confidence in Maine’s abundant water power,
superior labor supply, an established wmarket, and
what was called “ proximity to chief sources of cap-
ital and credit”. From 1929 to 1950 the textile field
held its place in Maine's economy. In 1929 (Table
13), it accounted for 3.4 percent of the total income;
in 1939, 5.7 percent; in 1946, 6.7 percent, and in
1950, 7.2 percent. The industry was concentrated
more or less as it had been from the beginning —
principally in Lewiston, but with substantial plants in
Sanford, Biddeford, Waterville, Augusta and Bruns-
wick, and also in Camden, Bangor, and the Pittsfield-
Dexter area. But the 1950's were a rough period on
textiles everywhere, and Maine felt the impact. The
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competition of southern and foreign manufacturers
took a heavy toll, and Maine’s income from textiles fell
from 7.2 percent of the total to 3.8 percent — from
$78.6 million to $60.2 million, and employment in the
industry was reduced by almost one-half.

There were, however, two strong compensating
factors in the manufacturing field: leather and leather
products, and food and kindred products. Leather
like textiles has had a long history in Maine. The
tanning industry developed because of great forests
of hemlock, the bark of which was the principal base
for the tanning process. In the early days, the
manufacture of boots and shoes was a natural by-
product, and there followed a long and steady de-
velopment in the industry. It was with this industry
that Maine had early and unhappy experiences with
tax concessions. It became a common practice for
towns, through voluntary subscriptions of its citizens,
to provide factory sites, buildings and tax exemptions
over a period of years resulting in the  tramp shoe
manufacturer ¥, who would remain long enough to
exploit his advantages, and then repeat the perform-
ance on another site.

Auburn has become the major location for the
leather industry and its side lines of rubber products,
although Biddeford-Saco, Augusta, Bangor and
southern Penobscot county are dotted with many
plants. As a ratio of total income (4.4 percent), Maine
exceeds other New England states except New
Hampshire (6.4 percent), although in dollar volume
($69 million) it is equal to New Hampshire and is
exceeded only by Massachusetts. The steady growth
of the industry since 1929 (Table 13), even through
the rough period of 1950 to the present, did much to
stabilize the economy and to compensate for the losses
in textiles,

Food and kindred products account for about
2 percent of personal income, and the industry main-
tains the identity developed from the early days.
Here was another commercial enterprise with its
roots deep in the 19th century. Packing, canning and
preserving were built around another group of com-
modities — fish, vegetables and fruits. By the turn of
the century, the census of manufacturers (1905) re-
ported sardine packing in Maine second only to the
salmon packing of Alaska and the Columbia River
area. The " raw material " was the herring fish of the
coastal waters near Eastport, and the product was
the “sardine pack” The canning of vegetables —
corn, beans, squash, apples, tomatoes —began its
growth after the Civil War, and blueberries early
established a place of commercial importance. Lew-
iston and Bangor became the centers, with the can-
ning of blueberries closely localized to a small part
of Washington county, although substantial process-
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ing now occurs in Hancock, Waldo, Knox, Cumber-
land and Oxford.

Metals and machinery have become an important
segment of manufacturing; although employment op-
portunities in this field have remained static during
the last two decades, in terms of income, it has be-
come a significant segment of manufacturing. Metal-
working industries originated in the production of
small parts for the textile mills dispersed around
Lewiston and Auburn; for the shipbuilding facilities

The decline in textiles caused a decline in the
manufacturing of textile machinery parts, and the
closing of the Saco-Lowell Manufacturing Co. plant
in Saco brought a loss of 4,000 jobs. New small
plants have, however, developed which make parts
for agricultural, leather, and automotive machinery,
plumbing and heating equipment, and metal appli-
ances for boats and ships, and road and building con-
struction. The metals and machinery industry is
spread statewide, with some concentrations in the

at Bath and Kittery; and for the saw mills and Ium- Portland, Auburn-Lewiston, Waterville, Bangor-
bering operations scattered throughout the State. Brewer, and Presque Isle communities.
TABLE 14
BASIC SOURCES OF INCOME IN NEW ENGLAND
1957
(Totals in millions of dollars)

New Massa- Rhode Connec-

Maine Hampshire ~ Vermont  chusetts Island ticut

Total Personal Income ......ocens $1,568 $1,065 8626 $11,361 $1,715 $6,352
100% 100% 100% 100% 100% 100%
TERRTE s i b v s ATy 4.7% 2.3% 7.5% 6% D% 1.2%
Construction a.nd Mmmg - 5.4 5.0 5.3 4.6 4.1 6.3
Manufacturing ..., (26.0) (30.3) (23.8) (28.6) (29.4) (36.5)
Food Products 2.0 A 4 1.5 1.5 1.0 Py
Textile and Appare]l ..o 3.8 4.9 1.8 35 7.8 2.1
Forest Products ... ; 9.7 5.8 4.6 2.1 iy 1.0
Leather Products ... 4.4 6.4 3 2.0 1 Py i
Metals and Machinery ... TR 3.4 79 8.8 11.3 8.5 22.9
All other Manufacturing 2.7 4.6 6.8 8.2 11.3 9.8
TRHEB Lt 15.3 13.1 14.3 14.3 13.5 12.8
Finance and Realty 2.8 33 3.0 4.2 3.6 46
T O e N 7.5 9.0 9.6 10.3 7.8 9.3
Transportation ..., 3.7 2.6 4.2 2.8 2.4 2.2
Communication and Pubhc Utxhty . i 2.8 2.3 2.1 2.3 2.2 2.0
(A v O SRR Rt A S T (20.0) (18.5) (17.1) (17.8) (22.3) (11.3)
1y ) R et 0 Bl o Ay et 13.9 12.5 10.4 10.9 15.8 6.2
State and Local ..., 6.1 6.0 6.7 6.7 6.5 5.1
PrOperty T OOIE (.o etretirro ity s feararbosm 12.4 13.6 13.1 14.7 14.2 13.8

Source: U. 8. Department of Commerce, Survey of Current Business, Vol. 38, No, 8 (Aug, 1958), pp. 13-23.

Overall, manufacturing accounts for some 26 per-
cent of the basic sources of personal income in Maine,
as compared (Table 14) to 30 percent in New Hamp-
shire, 24 percent in Vermont, 29 percent in Massachu-
setts, 29 percent in Rhode Island and 37 percent in
Connecticut. While the income fiom farms has de-
clined since 1929, with a sharp falling off in the pres-
ent decade, it is still the highest ratio (4.7 percent)
to total income among the New England states except

for Vermont (7.5 percent). Construction (largely
military facilities in northern Aroostook County, Ban-
gor, Brunswick, Cutler and Portsmouth) and mining
have likewise shown a strong upturn during the past
ten years, due in part, to the current development of
slate mines in Monson, the lime quarries in Rock-
land, granite quarries in Stonington, and sands and
gravel suitable for construction throughout the State.
With the exception of income from manufacturing,



which is on the low side, Maine’s ratios of income to
total income are comparable to those in other New
England States.

TABLE 15

RETAIL TRADE
ESTABLISHMENTS AND SALES

1948-1958
Sales
Establishments: 1958 (in millions )
With With
Total Payrolls  Total Payrolls
Maine ..ociieerses ST 10,780 7,488 $1,019 $961
Percent Change 1948-1958
V) 1 -2.8 =36 4375 4415
New England ............ —-2.1 —4.1 4436 4474
Northeast ..cciemienes -3.8 —1.2 4433 4498
United States ... 422 +14 +50.3 4551
~ Percent ~ Percent
Total Change Total Change
‘G@nﬁﬂs CebrsEsb R 5,7{3 ‘4"@}3’ ‘m m‘q\
1 Gﬂunﬁﬁ Sararesirabeaiey 5,087 —;‘ﬂ-ﬁ '45_0#8 *33-5

Source: 1958: Bureau of the Census, Retail Trade (Prelim-
inary) Maine (October, 1959); Ibid., 1948: Retail
Trade, Maine (1956)

Two large classifications account for 35 percent
of Maine's total income: trade and government. Re-
tail trade (Table 15) has shown a substantial growth.
While total establishments have decreased slightly
since 1948, sales have increased some 38 percent, and
large gains are shown in almost all of the major retail
classifications. The gains statewide are well above
the gains of the upstate counties (33.5 percent) and
about the same as in the six southwest counties as a
whole (41 percent), but are exceeded or equalled in
Cumberland (54 percent), Kennebec (39 percent) and
York (38 percent). The southwest region accounts,
however, for 56 percent of the total retail sales, and
Cumberland county alone accounts for 25 percent.
The gains in retail sales are impressive. While
slightly on the low side, they compare with similar
gains within New England and the Northeast as a
whole; but both areas fall below the United States
average — another evidence of the “ mature ” economy
overweighted by sales activities in the more rapidly
growing states,
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The wholesale trade (Table 16) reflects the retail
pattern, but with even more substantial gains. Total
establishments — unlike the retail establishments —
showed an increase of 67 percent; and total sales, an
increase of 80 percent. It is clear that during the
last decade, a large volume of wholesale activity has
established distributing centers in Maine. The six
southwest counties accounted for 62 percent of total
sales, with 45 percent concentrated in Cumberland
county, The upstate counties showed a larger gain
in establishments (97 percent) but a lesser gain in
sales (70 percent). The overall increase in wholesale
trade is far above regional or national averages. It
does not necessarily mean, however, that total whole-

TABLE 16

WIHOLESALE TRADE
ESTABLISHMENTS AND SALES

1948-1958
. Sales
Establishments (in millions )
Total §Change  Total % Change
1958  1948-58 1958  1048-58
Malne i 1,448 +66.6 $ 876 804
New England ........ 15308  +320 13,515 494
Northeast .......... 83349 4205 96,184 453
Ulﬁt@d Still'es siainia 2&0,091 +29»6 281,220 55;7
Southwest !
Counties ... e 761  +446.1 544 4881
Upstate
Counties ........... 687 4974 332 169.5

Source: 1958: Bureau of the Census, Wholesale Trade (Pre-
liminary), Maine (February, 1960) 1948: Ibid.,
Wholesale Trade, Maine (1956).

sale sales reflect these ratios, In 1948, a large part of
wholesale purchases was doubtless made from out-
side the State. It does indicate, however, that Maine
has acquired wholesale establishments of its own that
now count as distributors within the State. It will
be noted (Table 16) that while establishments have
increased 67 percent between 1948 and 1958, for once
the ratios are heavily on the side of statewide devel-
opment as compared to the southwest counties (46
percent). This indicates large wholesale activities
outside of the established industrial region. Aroos-
took county alone increased its wholesale establish-
ments 150 percent in the ten-year period.
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TABLE 17

SELECTED SERVICES
ESTABLISHMENTS AND RECEIPTS

1948-1958
Receipts
Establishments (in millions )
Total % Change Total % Change
1958 1948-1958 1958 1948-1958
Maitie: o hidisimon 6,217 +41.4 $ 112 +85.8
New England .. 59,780 +30.5 1,595 +94.3
Northeast .......... 273,239 +61.5 11,324 4-193.6
United States ... 951,850 +53.6 31,664 +137.6
Southwest
Counlies ........ 3418 +34.9 a7 +76.8
Upstate
Counties ........ 2,799 +50.3 45 +101.8
Source: 1958: Burcau of the Census, Selected Services (Pre-

Iiminary), Maine (January 1960). 1948: [Ibid., Ser-

vice Trades, Maine (1950)

As in the case of retail and wholesale trade, re-
ceipts from services (Table 17) in Maine have in-
creased during the period 1948-1958, but less than in
New England, and much less than the Northeast, or
the United States as a whole. The number of estab-
lishments has increased 41 percent in Maine com-
pared to 31 percent in New England, but the receipts
in Maine increased only 86 percent compared to 94
percent in New England. This would indicate that
many of the new businesses in this field are small
operations. Included in the list of selected services
are such personal services as barber shops, beauty
parlors, laundries, clothing and shoe repair shops;
such business services as advertising, employment
agencies, photo-finishing, and sign-painting; and re-
pair services for automobiles, watches, furniture,
radio, television, typewriters, and other mechanical
devices. Hotels, motels, tourist courts, and camps
and recreation services, such as theatres, race tracks,
and sports promotions, are all included as services. As
may be noted in Table 17, receipts from these busi-
nesses increased 86 percent in Maine in the ten-year
period, compared to 94 percent in New England and
194 percent in the Northeast.

In the southwest counties, the growth in services
was somewhat more modest than for the state as a
whole and the upstate counties showed far higher
gains both in establishments and receipts. As among

the individual counties of the Southwest, however,
there were well below average increases in number
of establishments and receipts in Androscoggin and
York counties but heavy increases in Lincoln and
Sagadahoc. In Cumberland and Kennebec counties
receipts from these services doubled from 1948 to
1958. At this time (1958), the counties of the Maine
Ellipse contained 55 percent of the service trades
establishments and accounted for 60 percent of the
sales.

The activities of the Federal government have
had a profound effect on the Maine economy. Its
geographical location in the extreme northeastern
part of the country, its long boundary with Canada
and its fine seaport facilities have made it a natural
focus for Federal activities. Immigration and customs
facilities are required on the Canadian border and
a]ung the seacoast. Coast gual'd operations are neces-
sary and easily based along the shore line, Naval in-
stallations at Kittery, and shipbuilding facilities at
Bath make use of the natural harbors, and continue
the long history of shipbuilding which preceded
statehood.

Although the largest number of civilian em-
ployees are in the Portsmouth Navy Yard at Kittery,
substantial numbers are employed at the Loring Air
Force Base, Limestone; the Presque Isle Air Force
Base, Presque Isle; the Dow Air Force Base, Bangor;
the Air Force Sage Installation at Topsham; the
Naval Air Station at Brunswick, and a Navy Radio
installation center at Cutler, In addition to the wages
received by the civilians, all pay and allowances of
the armed forces are considered as income earned
within Maine,

As indicated in Table 13, almost 14 percent of
the income of Maine came from the Federal govern-
ment in 1957. The $218 million of income in 1957
was more than double the $104 million from this
source in 1950. Maine Business Indicators (April,
1959) published by the Center for Economic Research
of Bowdoin College, indicates that payrolls to mili-
tary and civilian personnel on established bases,
tripled (1951-1958) from $25 million to $78 million,
The total payroll of the United States Department of
Defense in Maine is exceeded only by the payroll of
the paper industry, and amounted to more than 20
percent of all wages paid in manufacturing, Al-
though more than half the payroll in 1951 was to
Navy personnel, by 1957 over two-thirds of the total
was paid to Air Force servicemen and civilians. In
spite of the great increase in armed forces payrolls,
the bulk of such income still comes from the United
States Departments of Agriculture, Justice, Post
Office, and Treasury, supplemented from other de-
partments and independent agencies.



TABLE 18A

DISTRIBUTION OF DISPOSABLE
PERSONAL INCOME
MAINE, NEW ENGLAND AND THE
UNITED STATES

1958
Per

Amount Percent Per Capita Houschold
State (millions) of U. S. (thousands) (thousands)
Maine ... 8 1,466 AT $1,602 $5,650
New Hampshire .. 963 2l 1,695 5773
Vermont .....cconree 571 19 1,520 5,436
Massachusetts ...... 10,035 3.26 2,004 6,886
Rhode Island ...... 1,497 49 1,776 6,062
Connecticut .......... 5,569 1.81 2,331 7,973
New England ...... 20,100 6.54 1,960 6,851
United States ...... 307,568 100.00 1,758 6,005

Source: Survey of Buying Power, Sales Management, Vol
82, No. 10 (May 10, 1959), p. 192,

41

From the tax angle there is another way of look-
ing at personal income. While income is important
from the standpoint of amount, source, and stability,
the distribution of income among the people of the
area, is equally a guide to tax policy. It is partic-
ularly significant when an income tax is under con-
sideration. Disposable personal income is all income
received by individuals, less tax payments. It will
be noticed (Table 18A) that Maine (1958) is reported
to have disposable income of $1.5 billions — almost
equal to that of Rhode Island and therefore practi-
cally tied for third place among the New England
States. On a per capita and per household basis,
Maine falls to fifth place. When distributed by in-
come groups (Table 18B), about 81 percent of the
total falls in income brackets below $10,000., This
is well above the average for New England and the
United States. Its highest ratio (43 percent) falls in
the $4,000 to 87,000 group, and is close to New
Hampshire and Vermont. This is indicative of what
a personal income tax would mean to Maine. It
would rest heavily on the lower incomes; and in
order to raise sufficient revenue, would require a flat
rate as in Massachusetts or high rates and low exemp-
tions as in Vermont,

TABLE 18B
PERCENTAGE DISTRIBUTION BY INCOME GROUPS

0-to
State $2,499
L N e A s A s A R A 6.0
New Hampshire ..o 6.3
L5 ey N Rl VMV I et e 8.1
Massachusetts .........eiverimiemiens 3.3
Rhode Island 5.5
e O B e Ll et v ko it 2.0
New ! England b crani i inmni 3.6
Unitad FStater R o i el il 59

Source: Ibid.

$2,500 to $4,000 to $7,000 to $10,000
$3,999 96,999 $9,999 and over Total
14.4 427 17.4 19.5 100.0
14.2 43.0 18.8 17.7 100.0
16.1 42.9 16.9 16.0 100.0
9.2 387 20.3 28.5 100.0
13.7 39.9 19.0 21.9 100.0
53 34.5 22.7 35,5 100,0
9.2 38.1 20.5 28.6 100.0
11.4 37.5 20.5 24.7 100,0
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The Southwest counties provide some 55 percent
of the total disposable income of the State. The pat-
tern, however, is not substantially different from the
over-all state distribution. The per capita and per
household (Table 19A) figures are close. In the up-
state counties per capita income is, in all cases, below
state average, but in income per household, Aroos-
took, Franklin, and Penobscot are above state aver-
age, and Aroostook county shows income per house-
hold greater than the average of the six southwest
counties. Penohscot contains 12 percent of the income
of the state, or more than one quarter of the income
of the ten upstate counties combined — second only to
Cumberland; and Aroostook is close to tying for third
place with Androscoggin and York.

In the distribution of income by income groups
(Table 19B), Androscoggin, Cumberland and Ken-
nebec are each well above the state average in the
number of families having incomes of $10,000 and
over. Aroostook county, the most northern of the
counties, shows the highest percentage (27 percent)
of persons in the top income bracket. None of the
counties, however, compare with the state average
of top bracket income that prevails in Connecticut
(35 percent) and Massachusetts (29 percent). Within
the $4,000 to $7,000 group, the ratios are comparable,
except that they are unusually high in Sagadahoc
and York counties (46 percent) and unusually low

TABLE 19A

DISTRIBUTION OF DISPOSABLE
PERSONAL INCOME
MAINE AND ALL ITS COUNTIES

1958
Amount Percent Per Per
State (millions) of State Capita Household

Androscoggin ... $148 10.1 $1,755 $6,084
Cumberland ...........e,... 308 21.0 1,764 5,084
Kennebec ......oovevees 140 9.6 1,645 5,901
Lincoln .00 26 1.8 1,428 4,733
Sagadauho.c Afy 31 2.1 1,452 5,452

Xorlt s cdneilhns 157 10.7 1,687 5,757

Total above
6 Counties .............. 810 55.3 1,700 5,874

Aroostook ... 143 9.8 1,422 5,808

Franklin ..... 31 2.1 1,588 5,793
ek L s 49 a3 1,681 4918
b 40 T0y I e b dg bbb s 43 29 1,553 4,944
Oreford s 00 e, 64 4.4 1,570 5,591
PErSBSant i o maid 179 12.2 1,552 5,783
PIIcAtaquls va ae e 24 1.6 1,517 5,036
Somerset ........ 56 3.8 1,495 5,007
NVRAD 27 1.9 1,366 4,538
Wnshingtnn .......... 1ot 40 2.7 1,317 4,366
Total above

10 Counties .....ivie 656 44.7 1,497 5,309
State of Maine ........... 1,466  100.0 1,602 5,650

Source: Survey of Buying Power, Sales Management, Vol. 82,
No. 10 (May 10, 1959), pp. 392, 393.

1958

0-to $2,500 to  $4,000 to $7,000 to  $10,000

$2,499  $3,999 $6,999 $9,999 and over Total
e Y R T 4.1 12.2 418 18.7 23.2 100.0
LODETIOn 1 savasinvrvnsthismnistss i briontls 4.6 12.1 42.6 18.7 22.0 100.0
KEREDEE i iiluiisics s apidaining 5.1 13.1 41.6 19.0 21.2 100.0
T | T R R S 1S MR S T 10.8 20.4 43.5 13.9 11.4 100.0
SEEEARNO0 o iiciiinminn o iutisiiiias v iasisy 8.0 18.1 46.1 15.9 11.9 100.0
) T T ey P 4.7 13.0 45,5 18.9 17.9 100,0

e e e | P S R |

ATOOREION. 4.0 s bdibsnsuh kbt Gsbtnbeiv 6.1 14.7 37.0 14.8 9274 100.0
Franklin ............ 6.6 15.6 43.5 18.6 17.7 100,0
Hancock 9.0 17.5 43.7 14.9 14.9 1000
BROK: | s jivcovananisassspimssinmis e 8.8 19.3 42.9 14.1 14.9 100,0
Dard dnvisiinhiammsi i 6.0 14.5 44.0 18.0 17.5 100.0
Penobscot 6.2 14.0 43.7 17.9 182 100.0
Piscataquis 7.6 18.2 45.5 15.7 13.0 100.0
CEORBINEE. . svinkis b aitrsnnk ps sk s fbrad 7.9 i 45.6 17.9% 11.8 100.0
N Rt s ik R 13.1 22.3 40.1 12.6 11.9 100.0
Wi RION el shamebianifhestosieinbiibbaistiis, 12,3 22.1 427 12.8 10.1 100.0
State of MAaine ....icivinemsiisissssnin 6.0 14.4 427 17.4 19.5 100.0

Source: Same as Table 19A,

TABLE 19B

MAINE AND ALL ITS COUNTIES

PERCENTAGE DISTRIBUTION BY INCOME GROUPS



(37 percent) in Aroostook county. Families having in-
comes of less than $3,000 are less than five percent of
all families in Androscoggin, Cumberland, and York,
and only 5.1 percent in Kennebec county. The up-
state counties have consistently larger percentages in
the lowest income group. In the Maine Ellipse, all
counties, except Lincoln and Sagadahoc, have less
than the state average number of incomes in the
$2,500 to $4,000 income range, while upstate, only
Penobscot is so situated.
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® These estimates would seem to indicate that
income is fairly evenly distributed as between
the Southwest counties and the remainder of
the State, another factor that would support the
theory of a flat rate tax,. Where incomes are
modest and evenly distributed, progressive rates
mean little either in terms of yield or in terms
of equity; and this may account, in part at least,
for Maine's long opposition to an income tax.

EMPLOYMENT

Manufacturing and Non-Manufacturing

TABLE 20

EMPLOYMENT IN MAINE
MANUFACTURING AND NON-MANUFACTURING
1940-1959
(amounts in thousands of persons)

Civilian Tabor FOrca wiermimssimssisnmises
Unemployment

iokal TR DIOVIIBIE S, Gonetionistish eesi st abesidasentin
Agricultural L
INons=Aprionlturall e s n e
MEREACTULITE &) 1A s shieysss toisesinsipiisgnion
Non-Manufacturing
Self-employed. ...t iaismn,

1959
Per Cent

1940 1950 1956 Amount  Distribution
328.2 3424 378.9 3844

51.4 30.1 14.3 26.0
276.8 3123 364.6 358.4 100.0

39.8 34.7 29.7 31.9 8.9
237.0 277.8 334.9 328.5 91.1

96.4 108.4 110.1 103.4 28.9
119.4 144.7 169.1 168.8 47.1

212 24.5 55.7 54,3 15,1

Source: U. 8. Bureau of the Census, Census of Population: 1950, Vol. 11, Pt. 19, Maine (1952), pp. 31-35,
and unpublished reports of -the Maine Employ ment Security Commission,

Employment produces the great bulk of personal
income, and its type, stability and coverage are
measures of the “ prosperity ” of a community, It will
be noticed (Table 20) that 91.1 percent of employed
persons in Maine are in non-agricultural activities.
This ratio compares to 925 percent in the United
States as a whole. When total employment is broken

down into its four major classifications — manufactur-
ing, non-manufacturing, self-employed, and agricul-
tural — the decline in manufacturing employment
since 1950, becomes clear. The increase in non-
manufacturing and the large increase in self-
employed persons indicates a capacity to adjust to
economic change.
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TABLE 21

AVERAGE EMPLOYMENT IN THE NEW ENGLAND STATES
SELECTED MANUFACTURING INDUSTRIES
1940 and 1958
(amounts in thousands of jobs)

Rhode Con-
Island necticut

Massa-

Vermont chusetts

1940 1958 1940 1958 1940 1958 1840 1958
28.8 328 5846 6420 1202 1088

3129 384.9

Percent Distribution

New

Maine Hampshire

1940 1958 1940 1958

Total Manufacturing ........ 964 995 668 788
Food Products ... 57 12.2 2.9 4.0
Textile and Apparel ... 27.1 171 23.6 19.0
Forest Products ... ..ouse L5 32.7 229 17.5
Leather Products ... 191 22.0 312 26.0
Metals and Machinery ... 1L.1 10.7 109 2383
Other Manufacturing ...... 5.5 5.3 8.5 10.2

7.8 10.8 6.4 7.2 3.3 4.7 3.1 3.3
18.2 9.9 283 1865  48.5 29.8 19.6 8.9
29.1 22.9 8.1 8.0 2.2 24 3.1 3.3

24 21 124 9.1 6 1.0 X1 T
17.5 33.1 26.3 378 240 28.8 53.5 66.7
24.9 21.2 185 214 20.4 33.3 19.8 17.1

Source: U.S. Bureau of Labor Statistics, State Employment, 1939-1956 (May 1957) and Employment and Earnings, Vol. 5,

No. 11 (May 1958), p. 81 and other sources.

Table 21 indicates the relative position of em-
ployment in the manufacturing field as among the
New England states, and the changes in emphasis
between 1940 and 1958. The heavy decrease in em-
ployment in the textile and apparel field stands out
clearly in each state. It will be noticed, however,
that in all states except Rhode Island, the total em-
ployment in manufacturing increased, but that the
increases in Maine and Vermont were small. The
loss of employment from textiles was overcome in
other fields, but nevertheless denied the employment
increases that occurred in other states that did not
have the handicap of a “loss ” industry. Maine more
than doubled employment in food products, and now
leads New England in its ratio to total employment
in manufacturing in this field. It likewise showed a
modest increase in employment within the forest
products field, while most of New England showed
losses. The same is true of leather products with
Maine second only to New Hampshire in relative
importance. In actual numbers, Maine has more
jobs in the leather industry than New Hampshire but
less than Massachusetts.

In the field of metals and machinery Maine has
barely held its own, while substantial gains have been
made in the other New England states. Although in-
come from this activity has shown a marked increase
in the last three decades, Maine is far behind other
New England states in employment and income from
this source. The losses in textiles were made up by

the development of Maine’s basic industries — food,
forest, and leather products; but the remaining New
England states had larger backlogs of diversified in-
dustries, and with this and their marked expansion
in metals and machinery, they were able to show
greater overall increases in manufacturing employ-
ment. Only Rhode Island, even with large increases
in “ other manufacturing " and the highest ratio (33.3
percent) in New England, showed an overall decrease
in manufacturing employment between 1940 and
1958.

* * *

Non-manufacturing (Table 22) employment in
Maine increased from 119,400 in 1940 to 165,400 in
1958. This 39 percent increase was less than the 43
percent increase in New England and the Northeast,
substantially less than the 64.8 percent national in-
crease, but consistent with the slower growth pattern
in Maine’s more mature economy.

The large number of government employees in
Maine is significant. In 1940, 26 percent of its non-
manufacturing employees were in this class, and in
1958, 27 percent. In 1940 only 18 percent of such
employees in the Northeast were in government em-
ploy, and 20 percent nationwide. The large growth
in government employment, as expanding areas ac-
quired more school teachers, policemen, firemen, and
maintenance personnel, was felt lightly in New Eng-
land, which, in terms of numbers, if not in terms of



salaries, already had such people on its payrolls.
Throughout the United States, government employ-
ment is now about 23 percent of all non-manufactur-
ing employment, but Maine is still well above the
average,

One of the largest increases in employment in
Maine has bheen in the construction industry. Its
7 percent of employees so engaged in construction
is close to the national average. The change, how-
ever, from 1940 when only 4.7 percent of Maine's
employees outside of manufacturing were in con-
struction work, is much greater than for the country
as a whole — 6 percent to 7% percent. Maine showed
a slight increase in the percentage of its workers in
mining, which contrasts with the national down-trend,
and the steep drop in the Northeast, which includes
the mining state of Pennsylvania. In transportation
and utilities, Maine shows a loss, but the decline was
not as great as in the country as a whole, the North-
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east, or all of New England,

Employment in wholesale and retail trade, as a
percent of all non-manufacturing employment de-
clined in Maine as it did elsewhere, although it must
be remembered that self-employed persons in these
fields are not counted. The drop was not as great as
in New England, but greater than the decline in the
Northeast and for the nation as a whole. Employ-
ment in financial establishments and real estate offices
increased slightly in Maine (from 4.6 percent in 1940
to 5 percent in 1958) which was lower than the in-
crease in New England but opposed to the decline
in this area for the Northeast. For the country as a
whole, finance and realty maintained the same per-
centage of non-manufacturing employment as in 1940
and 1958 (6.8 percent), indicating that the 65 percent
increase in non-manufacturing employment did not
disturb the relationship of jobs in this sector to total
employment.

TABLE 22

AVERAGE ANNUAL EMPLOYMENT
NON-MANUFACTURING
1940 and 1958

United
Maine New England Northeast! States
1940 1958 1940 1958 1940 1958 1940 1958
Total Non-Manufacturing
(thousands of . _
employees) ...oviniciin 119.4 165.4 1,481.8 2,120.0 7,289.0 10,4421 21,278 35,075
Percentage Distribution
M e 3 4 1 L 3.3 8 4.3 2.1
Construotion ... 4.7 74 6.7 8.0 BT 7:2 6.0 7.5
Transportation and
NBltas i ok 13.7 11.6 11.8 9.9 14.2 11.7 14.2 hla
Mrade S Lo 34.4 32.6 35.6 32.8 32.5 32.3 32,6 31.8
Finance and Realty .. 4.6 5.0 7.3 8.5 9.0 8.8 6.8 6.8
Service i 15.9 16.4 17.9 19.8 17.5 20,0 16.3 182
Government ... 26.4 26.6 20,6 20.9 17.8 19,1 19.8 22.5

Hneludes New England, New York, New Jersey, Pennsylvania, Delaware and Maryland,

Source: U, 5. Bureau of Labor Statistics, Employment and Earnings, Vol, 5, No, 2 (May 1959) and other sources.
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TABLE 23

AVERAGE EMPLOYMENT IN THE NEW ENGLAND STATES
NON-MANUFACTURING!

1958
New Massa- Rhode Con-

Maine  Hampshire Vermont chusetts Island necticut

Total Nen-Manufacturing
(thousands of jobs) ... 165.4 101.3 68.1 1,135.9 163.3 486.0

Percentage Distribution

MIMIOE bt ataliiabitcbagh Gttt .36 .20 1.76 —_— — —
Constructon ...t 7.38 8.69 7.20 6.73 10.90 10.04
Transportation and Utilities 11.61 9.67 11.45 10.03 878 9.47
TrRAR . ciiicsnimsinvsisebaisianserssii 32,65 32.58 30.10 33.21 31.66 32.84
Finance and Realty ..o 5.02 6.61 5.14 8.61 7.8 10.49
Bervions o et b b A bl 16.38 21.03 20.56 20.72 18.31 18.95
CIORPRIMENE i ceingrimmiana sk 26.60 21.22 23.79 20.70 22.60 18.21

1Wage and Salary employees only, excluding manufacturing and agriculture.

Source: U. S, Bureau of Labor Statistics, Employment and Earnings, Vol. 5, No. 11 (May 1959), pp. 78-86.

In 1958 (Table 23) Maine had approximately
165,000 people holding jobs in non-manufacturing in-
dustries. This was far less than the number in Massa-
chusetts and Connecticut, but more than the number
in New Hampshire, Vermont, and Rhode Island, and
fits with the population in each state. Maine leads
the other New England states in the percentage of
its workers in government employment. This in-
cludes those in the employ of state and local govern-
ments, but is heavily weighted by employees of the
Federal government. Among the New England
states, Maine also leads in the percentage of non-
manufacturing employees in transportation and utili-
ties. Since Maine is the largest state in area and has
the lowest density of population, it is to be expected
that more workers would be needed to transport
goods and persons in common carriers and to provide
communication and power over longer distances.

Maine has, however, a smaller percentage of its
non-manufacturing employees in the service trades
than the other New England states. Although
tourism is an expanding industry, it is likewise ex-
panding in the other states. In addition, some of
the services in other New England states revolve
around transients and the needs of high density areas,
both of which are absent in Maine. Maine has almost

one-third of its non-manufacturing employees en-
gaged in retail and wholesale trade. While this con-
centration varies little among the New England states,
only Massachusetts and Connecticut have larger per-
centages. Maine has a great number of self-employed
people in trade, excluded in the above estimates, and,
as was pointed out in the section on income, derives
a larger part of its income from trade — wholesale
and retail combined — than any other New England
state.

Maine is lowest in employment in finance and
realty. The need for such services is moderate com-
pared to Connecticut with its commuting population,
and Massachusetts with its great urban concentration
in Boston. Rhode Island and New Hampshire, less
rural than Maine and Vermont, need comparatively
more workers in this field. Mining and quarrying
establishments are non-existent as places of employ-
ment in the southern tier of New England states.
Maine has a few more jobs in this category than New
Hampshire, but much less than Vermont, where a
thousand people are employed. Over 7 percent of
the non-manufacturing employees in Maine are in
construction activity. This is about average for most
of New England, although in Rhode Island and Con-
necticut, the ratio is over 10 percent.



The Maine Ellipse (Table 24), consisting of the
six counties in the southwest, has 51 percent of the
population of the State, but 59 percent of the employ-
ment, Table 24 shows the distribution for the first
quarter of 1956, the latest period available. These
figures differ slightly from those shown elsewhere,
since only employees subject to federal social security
tax are included. This eliminates all self-employed
persons and all government workers. Employment in
this category is divided throughout the state, 52 per-
cent in manufacturing, and 48 percent in non-manu-
facturing. Fifty-eight percent of the manufacturing
employment and 60 percent of the non-manufacturing
employment is concentrated in the southwest
counties,

Forest products industries are generally located
in the upstate counties. Only 38 percent of the em-
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ployment in wood products, furniture, fixtures, pulp
and paper mills is found within the Ellipse, Employ-
ment in food processing plants is somewhat less than
average for the southwest counties. However, 65
percent of metals and machinery employment, 67 per-
cent of leather products and 71 percent of textiles
and apparels, are contained within these counties, Al-
most all “other” manufacturing (93 percent) takes
place in southwest Maine.

In the field of non-manufacturing, similar con-
centrations take place. Almost 70 percent of employ-
ment in financial and real estate offices is found in
southwest Maine; 61 percent of construction, trans-
portation, and utilities employment; and 60 percent
of service employees. Only 58 percent of employment
in retail and wholesale trade is found in this
area, reflecting in part the great growth in wholesal-

TABLE 24

EMPLOYMENT IN MAINE
AND ITS COUNTIES
MANUFACTURING AND NON-MANUFACTURING
First Quarter, 1956: in thousands

State Em- Percent
ployment State
Total Employment ........... 201.7 100
Total Manufacturing .......... 104.9 52.0
Food Products ................ 7.7 3.8
Textile and Apparel ........ 20.6 10.2
Forest Products .............. 36.7 18.2
Leather Products ............ 22.0 10.9
Metals and ‘Machinery ... 12.0 6.0
All other
Manufacturing ............ 5.9 2.9
Total Non-Manufacturing .. 96.8 48.0
MIRIBE: . eidistimmmmbls 3 " |
Construction ..., 9.6 4.8
Transportation and
WTHUMER" o.ionbsdiianeants 12.6 6.2
TTOAR rausicimnmmmeiigm 51.0 25.3
Finance and Realty ........ 7.6 3.8
ol U O BN 157 7.8

Southwest Counties! Upstate Counties?®

Percent Percent
Employment State  Employment State

118.8 59 82.9 41
61.0 58 43.9 42
4.3 56 34 44
14.6 71 6.0 29
14.0 38 22.7 62
14.8 67 72 33
7.9 65 4.1 35
54 93 5 ¢
57.8 60 39.0 40
o | 28 2 72
59 61 3.7 39
7.7 61 4.9 39
29.5 58 21.5 42
52 69 2.4 31
9.4 60 6.3 40

1Androscoggin, Cumberland, Kennebee, Lincoln, Sagadahoc, York.
2Aroostook, Franklin, Hancock, Knox, Oxford, Penobscot, Piscataquis, Somerset, Waldo, Washington.

Source: U. S. Department of Commerce and U, S, Department of Health, Education and Welfare. County
Business Patterns, First Quarter 1956, Pt, 2 (1958), pp. 27-48. Only employees covered by Social

Security are included in this Table,
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ing in Aroostook county. Mining employment located
primarily in Knox, Waldo, and Oxford counties, con-
sisted of 254 jobs throughout the state in the first
quarter of 1956. The 71 jobs in Cumberland county
was the total of mining employment in southwest
Maine.
o gk

The State Employment Security Commission has
made a careful analysis of Maine's economy during
the 19507, and a thoughtful projection of its future
problems. The analysis marked this decade as a
“transition " —a period in which dramatic changes
occurred in the state’s industrial pattern. Maine,
like the rest of the country, responded to the boom
of the Korean War and the post-war adjustment. By
the middle of the decade, the economy (except for
textiles) was doing well, and in 1956, employment
rose to a post-war peak, There was a strong down

surge in 1957 and early 1958, with a strong upsurge
late in 1958 and 1959. Then came the restraint and
recovery of the steel strike, and’ stability at the close
of the decade.

Employment increased over the decade — the
wage and salary jobs rose from 253,100 in 1950 to
272,200 in 1959. The distribution of employment also
changed. There was a loss of 5,000 workers in manu-
facturing, and a gain of 24,100 workers in non-manu-
facturing activities. The loss in manufacturing was
largely in textiles, due to southern and foreign com-
petition, and in lumber and wood products due, in
large part, to technological improvements in produc-
tion methods. Employment in the non-manufacturing
industries remained steady over the period, with small
losses in mining and transportation. The develop-
ment over the decade in non-farm employment
looked like this:

Maine Nonfarm Employment in 1950 and 1959

Total Non-Agricultural
Wage and Salary Employment

Total MattlREFIBE «icismaniiianismiimimiiaein

i 1] e [T G N N S G TN (S ki

Lumber and wood products ........

Metals and Machinery ...

Nondurable Coods, total ...iesimismmmmsisionmmamis
Food and kindred products ,........cccccocinraininniiinninns
Leather and leather products ...
Tartler ittt s

Paper and allied products ......conminimninnans

Other nondurable goods ...

Total Nonmanufacturing ...

Mining and Construction ...

Transportation — public utilities ...
Wholesale and retail trade .......cccoooevimriirivrinrens
Finance, Insurance, Real Estate .......c..ccrsrreriesrenerars
AT OIE o iosian et AN Y b DS T e sl dkames U B A

Government ...

% Change
1959 1950 1950-1959
(in thousands)

272.2 253.1 +7.5
103.4 108.4 —4.6
28.3 30.9 -84
16.6 202 -=17.8
i By 10.7 +9.3
75.1 77.5 =3.1
11.5 8.7 +32.2
23.6 19.2 +22.9
14.6 26.8 —45.5
17.7 14.2 +24.6
T 8.6 =10.5
168.8 1447 +16.7
14.2 912 +54.3
18.1 18.8 —=3.7
53.5 48.8 +9.6
8.6 6.6 430.3
28.5 24.1 +18.3
45.9 37.2 +23.4



Within these comparisons there are other factors.
The “ economic trend indicators ™ maintained by the
Maine Employment Security Commission, suggest
hopeful conditions as measured in the progress of the
past two years.

Compared with 1958 —

® Average monthly non-farm wage and salary
employment increased 1.3 percent;

® Average unemployment dropped from
34,100 to 26,000 — 23.8 percent;
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® The amount of benefit payments dropped
from $18.9 million to $12.9 million — 31.7 per-
cent;

® The average weekly earnings of production
workers em?loyed in manufacturing industries
was at an all time high — $69.09;

® Job openings listed with the 14 local em-
ployment offices increased 16.1 percent.

There are, nevertheless, words of caution. The

) needs for labor lagged as compared to those prior to
® The number of employers subject to the 1958. Unemployment — in spite of marked improve-

employment security law increased from 8,493
to 8,655 — 2 percent;

ments — continued to be comparatively high, and the
insured employment rate was consistently among the

® The number of weeks of unemployment highest in the country. Unless there is a marked ex-
compensated for, under unemployment insur- pansion in the economy, unemployment may remain
ance decreased by 30.2 percent; a serious problem,
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HIGHLIGHTS

Where We Stand With Other States

Maine has been a prudent tax state in keeping with its conservative tax resources.

Until recently it supported the General Fund almost wholly from excise and prop-
erty taxes; but with the adoption of the retail sales tax in 1951, Maine became a sales
tax state.

Maine is the only New England state with no income tax — personal or corporate. It
raises one-half of all state and local taxes from property — a practice common to all New
England.

Sales taxes produce a larger ratio of total taxes than any other state in New England,
but Maine relies on broad-based taxes to a lesser extent than any other New England

state, except New Hampshire.

Maine collects about one-half of its taxes at the state level and one-half at the local
level — as in Vermont, Rhode Island and Connecticut, and is on the low side in its ratio
of broad-based taxes to total taxes — 12 percent.

Per capita tax collections were $153.90 in 1957 — 4th highest in New England and

20th in the United States. Per capita income was $1,663 — the lowest in New England
and (almost identical with Vermont) 33rd in the United States.

State and local taxes equalled 9.3 percent of personal income — the highest in New
England (except Vermont, 10.5 percent), and 19th among all the states.

As measured by tax sacrifice (1957), Maine ranked second to Vermont in New Eng-
land, and 16th among all the states. The increased rate of the sales tax has probably in-
creased this index, and Maine may at present be close to its 1953 rank of 11th among all
the states.

On a comparative tax basis, Maine is doing about all that it can do on present yields
and present bases.
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PART Il

WHERE WE STAND WITH OTHER STATES
The Tax Structure

Maine, since the first years of statehood has been
a conservative tax state. It has avoided experimenta-
tion, retained, on the whole, a tight spending policy,
and until recently (1950) supported its general fund
almost wholly on excise and property taxes. In fol-
lowing this policy, it avoided large state aid programs,
stayed away from non-property taxes, and has shown
a respect for public debt. Its economy is largely a
matter of income from long established industries, re-
tail and wholesale trade, and federal government ac-
tivities. Of its total state and local tax revenues, about
50 percent still comes from the property tax; 38 per-
cent from sales taxes, and 12 percent from licenses
and privilege taxes. While these ratios are based on
1957 figures (Table 25) — the latest available for com-
parative purposes —and do not reflect the additional
1 percent increase in the consumers sales tax in that
year, the amount is too small within the total to make
an important difference in the overall ratios, and
changes in other states are not, moreover, available
beyond 1957.

Maine’s place in the New England pattern is
briefly summarized in Table 25. These broad ratios
indicate that there is nothing in the tax structure of
Maine that departs substantially from the New Eng-
land pattern, except the absence of an income tax.
New Hampshire — the only New England state to
refuse a broad base tax, is still relying heavily on
property — 63 percent. Maine, having abandoned the
state property tax for general fund purposes (1951),
has reduced reliance on the property base to the
Rhode Island and Connecticut level — 50 percent.
Maine is the only New England state with no per-
sonal or corporate income tax, although New Hamp-
shire taxes only the income from intangibles. Sales
taxes (general and selective) account for a larger part
of Maine’s total state and local taxes (38 percent)
than in any other New England state. Its general
retail sales tax alone (1957) accounts for 12.2 percent
of total taxes as compared to 11.6 percent in Rhode
Island and 17.1 percent in Connecticut. In that fiscal
year Maine’s sales tax rate was 2 percent while in

TABLE 25

NEW ENGLAND STATES
State and Local Tax Revenues

(1957)
New Massa- Rhode Con-
Maine ~ Hampshire Vermont chusetts Island necticut

Total taxes — State and

Local (in millions) .. $140.7 $87.1 $64.9 $1,017.8 $130.1 $462.0

Percent Total
PYOPErtY  ABXEE! i s trervivess s enrtss 50.0 62.8 45.0 58.0 50.4 50.0
Income taxes ... —— 1.8 17.6 13.9 6.0 6.4
Sales taxes ., 37.5 20.4 21.0 14.2 34.2 34.7
License and Privilege taxes .......... 12.5 15.0 16.4 13.9 9.4 8.9
Millions of dollars

Unemployment compensation

- R R T $8.5 $6.2 $3.0 $68.0 $16.7 $24.1
Profits of liquor monopoly ........... 5.9 5.0 .368 —_ - —

Source: U. S. Bureau of the Census, U. S. Census of Governments: 1957, Vol. 111, No. 5 (July 1959).
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Rhode Island it was 3 percent, and in Connecticut 3
and 3% percent. Maine’s taxes from licenses and
privileges occupy a middle position in the group; but
this ratio varies because of different treatment of two
large items, motor vehicle licenses and alcoholic bey-
erage taxes.

Considering, however, the use of broad based
taxes alone within the New England states, their
ratio to total taxes (state and local) are on the low
side when compared to the rest of the country. New
Hampshire is one of five states in which broad based
taxes (income, retail sales, and gross receipts) are less
than 10 percent of total state and local collections,
Its ratio is 1.77 percent, due to its tax on the income
from intangibles. The Maine and Massachusetts
ratios are 12 percent and 14 percent respectively,

based on retail sales in Maine and personal and cor-
porate income taxes in Massachusetts, Rhode Is-
land (corporate income and retail sales) has a ratio
of 17 percent of broad based taxes to total taxes; Ver-
mont (personal and corporate income), the same ratio
as Rhode Island; and Connecticut (corporate income
and retail sales), the highest ratio in New England,
24 percent. There are, however, 25 states that depend
upon broad based taxes in excess of 20 percent of
total state and local taxes, and 10 of these are in
excess of 30 percent. The highest ratio is in Wash-
ington state — 39 percent. Generally, these high ratio
states have a weak property tax base; use three of
the broad based taxes — personal income, corporate
income and retail sales —or depend heavily on in-
come, sales or gross receipts for their major tax bases.

Comparative Tax Impacts

There has long been an interest in comparative
tax estimates, that is to say, how does one state com-
pare to another state in tax burden, tax impact and
tax structure? Such estimates have commonly been
based on the amount of taxes per capita — total pop-
ulation divided by total taxes; or taxes as a percent
of income — total taxes as a ratio of total income paid
to individuals. The basis for these measures are,
therefore, populaticm; personal income and tax collec-
tions. These data are prepared by the federal gov-
ernment with all the care that such a variety of shift-
ing magnitudes will permit; and while they may have
a doubtful value as absolute figures, when the same
statistical methods are applied to all states, there is
a consistency in results that justifies their use —al-
though a cautious use — for comparative purposes,

Per capita estimates are the most commonly used,
possibly because these are easily understood; and
the casual reader readily accepts the inference that
the higher the taxes are per person, the greater the
tax burden per person. Such a conclusion, however,
contains essential weaknesses, Every person — man,
woman and child — counts for one, regardless of age,
condition or position; it makes no allowance for spar-
sity or density of population—l0,000 people in 10
square miles require different services and hence a

different tax liability than 10,000 people in one square
mile; and the ability of the population to pay taxes
in terms of income produced does not enter into the
estimate. Comparative figures are available, more-
over, for only 1953 and 1957; and changes in rank
are a composite of changes throughout the country.
These vary not only with tax collections, but with
population changes. Theoretically, a state with a
static population and no increase in taxes, would
maintain the same relation to a state that had an in-
crease in population and an increase in taxes. In
either case, two important factors are missing: tax
impact (where the tax burden falls), and tax sacrifice
(how hard it is for the taxpayer to pay).

Nevertheless, here are some selected per capita
comparisons that indicate, at least, over-all trends in
the tax pattern:

® In 1953, per capita tax collections ranged
from $185 in New York to a low of $74 in
Alabama — they averaged $132.

® In 1957, they ranged from $237 in California
to a low of $101 in Arkansas — they averaged
$169.



In 1957 Maine had a per capita income (Table
26) of $1,663. This was the lowest in New England
but almost identical with Vermont. Per capita tax
collections in Maine were $154 but in Vermont they
were $175. These figures as compared to Connecticut
(which ranked first in both New England and the
United States in per capita income) were $2,821 for
per capita income and $206 for tax collections. In
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Massachusetts the per capita income was $2,335 with
a rank of second in New England and eighth in the
United States: and per capita tax collections of $209,
almost identical with Connecticut. These are very
large differences, and on a per capita basis, Maine,
New Hampshire, Vermont and Rhode Island, are not
comparable to their wealthy neighbors — Massachu-
setts and Connecticut.

TABLE 26

NEW ENGLAND STATES
Summary: Comparable Tax Sacrifice (1957)

Per Capita Taxes as a & of Measure of

Per Capita Income Tax Collections Personal Income Tax Sacrifice

Rank Rank Rank Rank

Per-

Amount N.E. US. Amount N.E. US. cent NE US. Index NE. US.
$1,663 6 33 $153.90 4 29 9.26 2 19 5.57 2 16
1,862 4 22 152,46 5 31 8.19 4 32 4.40 3 30
1,665 5 32 174.55 3 16 10,48 1 4 6.30 1 8
2,335 2 8 208.52 1 4 8.93 3 23 3.82 4 36
1,990 3 17 150.95 6 33 7.59 5 39 3.81 5 37
Y iz iarsavass 2,821 1 i 206.32 2 5 7.32 6 42 2.59 6 47

Source: U. §. Burean of the Census, State and Local Government Finances in 1957, Advance Release No. 8 (Feb, 1959),
U. 8. Dept. of Commerce, Office of Business Fconomics, Survey of Current Business, Vol. 38, No. 8 (August

1958), p. 13.

It is also interesting to note the per capita dis-
tribution of taxes as between state and local govern-
ments. Table 27 indicates that Maine has an even
division of support — $75 per capita for state purposes
and $79 per capita for local purposes, Within the
New England states this ratio is fairly constant for
Vermont, Rhode Island and Connecticut, These states
each have broad based taxes at the state level, while
New Hampshire with no broad based tax shows heavy
reliance upon local revenues — that is, the property
tax. Massachusetts also reflects high property taxes
and the results of a flat rate income tax.

Within the middle Atlantic states, New Jersey
stands out as a high property tax state — perhaps the
highest in the country —and the lowest per capita
cost for state requirements. Delaware is at the op-
posite extreme — heavy income taxes, and a minimized
property tax. Maryland and Pennsylvania follow the
New England pattern, and New York is in the Massa-
chusetts class. These are matters of tax emphasis,
and differ largely in the extent to which property is

relied upon for the support of public services.

A second measure of comparative tax impact is
to consider taxes as a percent of personal income, or
the proportion of his annual income that an individual
must pay to support the public services, While this
is probably a better measure than per capita taxes,
it likewise has its limitations. As a general pattern,
individuals in the higher income states contribute a
smaller portion of their income in taxes; even though
taxes per capita in such states are higher. Such fig-
ures, however, are based upon averages and averages
of averages, and do not consider how the income is
distributed throughout the state. A state with large
portions of its individual income below $10,000 will
show quite a different tax impact on individual tax-
payers than a state with substantial portions of its in-
come over $10,000, although the per capita income
may be the same. Nevertheless, when the same
statistical methods are applied to all states, and the
different distribution patterns somewhat averaged
out, per capita income payments are at least useful
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points of departure for comparative tax studies,

State and local taxes as a percent of personal in-
come ranged from a high of 11.6 percent in North
Dakota in 1957 to a low of 4.9 percent in Delaware.
The average was 8.4 percent, and Maine at 9.3 per-
cent ranked 19th among all the states (Table 26). In
that year, only Vermont among the New England
states, taxed away a larger percentage of the income
of its citizens — almost 10.5 percent. Vermont was,
indeed, fourth highest in the country as a whole.
By this measure, Massachusetts, where taxes were
less than 9 percent of income, ranked 23rd, or almost
at the median point for the United States. The
other New England states were well below average in
the percent of income taken in taxes. New Hamp-
shire at 8.2 percent ranked 32nd, Rhode Island at 7.6
percent ranked 39th, and Connecticut at 7.3 percent
ranked 42nd.

While difference in tax burdens among the states
are usually measured by per capita amounts or by
percentages of income, these measures, as has been
said, are not completely satisfactory. Per capita taxes
indicate the amount of contribution assessed to the
average person in a state without reference to his
ability to pay. Taxes as a percent of income give no
indication of the amount of effort needed to produce
the income or to make a portion of it available for
taxes. For example, in a community where ten
people can produce the same amount as it takes
fifteen people to produce in another community, giv-
ing up ten percent of production for public services
is less of an individual burden in the smaller com-
munity.,

In Maine (1957), 9.3 percent of the personal in-
come of the state went into state and local taxes.
In California, 9.4 percent of personal income was

TABLE 27

STATE AND LOCAL TAXES PER CAPITA
NEW ENGLAND AND MID-ATLANTIC STATES
(1957)

State Taxes Per Capita
Rank

State Amount  Group U.s,
VROATIBA 2 otk ook ot b $ 74.83 4 33
New Hampshire ... 58.16 6 46
Vermont ..iuhili oy 92.86 2 13
Massachusetts ... 85.00 3 23
Rhode Island ... 72.58 5 38
Connectont i 101.07 1 10
New England Total ...... 85.35
DN DIK: cssrminioasiar iampan 90.66 2 by
Pennsylvania ... 89.22 3 19
New Jersey ... 49.80 5 48
Delaware ........ 102.05 1 9
Maryland ...cooniviinmmin 86.58 4 29
Mid-Atlantic Total ........ 83.64
Northeastern Total ........ 84.01
W o Tatall e nsatiniiig $ 85.72

State and Local

Local Taxes Per Capita Taxes Per Capita

Rank Rank
Amount Group u.s Amount Group Us.
$ 79.07 5 23 $153.90 4 29
94,30 3 11 152.46 5 31
81.68 4 20 174.54 3 16
123,52 1 3 208.52 1 4
78.37 6 24 150.95 6 33
105.24 2 7 206.31 2 6
107.88 193.23
142,40 1 1 233.06 di 2
71,29 4 29 160.51 4 25
123.99 2 2 173.88 2 17
32.09 5 44 134.14 5 37
71.45 3 28 158.03 3 26
110.56 194,20
109.98 193.99
# B83.36 $169.08

Sources: Taxes: U. S. Burean of the Census, State and Locil Government Finances in 1957, Advance Release No. 8 (Feb.

1959).

Population: Ibid., Current Population Reports, Series P-25, No. 168 (Dec. 9, 1957), p. 3.



needed for state and local taxes. In both states, al-
most the same part of personal income was paid for
state and local government purposes. In California,
however, the per capita personal income was $2,523
as opposed to $1,663 (Table 26) in Maine, or fully
one-half greater, The Californian will make less of
a sacrifice to give up 9.4 percent of his income for
taxes, than will the Maine resident to give up his
9.3 percent.

To measure the degree of sacrifice in each state,
taxes as a percent of income were divided by per
capita personal income and the decimal point moved
to give a readable index number. The assumption
is that in two states with identical taxes per dollar of
income, the resident of the state where per capita
personal income is greater, will make the lesser
sacrifice in meeting his tax liabilities. By this
measure, Maine’s tax sacrifice was 557 in 1957 and
it ranked 16th among the 48 states (Table 26). Cali-
fornia’s index of tax sacrifice was 3.7 and it ranked
38th. Whereas (1957), California ranked 1st and
Maine ranked 29th in per capita taxes, and California
ranked 17th and Maine 19th in the percent of personal
income taken by taxes, the degree of tax sacrifice in
Maine was 50 percent greater than in California.

The highest sacrifice of income for taxes was re-
quired in Mississippi (11.7), and the lowest in Dela-
ware (1.8). The average of all states in 1957 was
4.12, indicating that tax sacrifice in Maine was 35 per-
cent above the average. By this measure, Vermont
ranks highest among the New England States and
eighth throughout the country. Connecticut ranks
lowest in New England and 47th among the states.
Massachusetts and Rhode Island have equivalent tax
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burdens and rank 36th and 37th respectively in the
United States. New Hampshire, which ranks below
Maine in New England, ranks 30th among all the
states.

Since comparable figures are available only for
the years 1953 and 1957, the measure of tax sacrifice
was computed for all of the states for those two years
only. In both 1953 and 1957, Vermont ranked eighth,
Rhode Island ranked 37th, and Connecticut ranked
47th. Between those two years, Maine dropped five
places in rank, from 11th to 16th, while New Hamp-
shire and Massachusetts each dropped six positions,
the former going from 24th to 30th and the latter
from 30th to 36th. In 1953, the two states that stood
between Maine and Vermont, were Idaho (10th) and
Alabama (9th). During these two years, the rise in
incomes was greater than the rise in tax collections
in Maine, New Hampshire, and Massachusetts. Pre-
liminary income data for 1958 indicate that Maine's
increase in per capita income over 1957 is about aver-
age for the country, but the same is not true in the
other New England states. It should also be re-
membered that the increase in the sales tax rate from
2 percent to 3 percent was effective on July 1, 1957
and therefore additional collections were reflected for
the first time in 1958, It is probable that Maine has
climbed from 16th place toward 11th place, the posi-
tion it held in 1953.

® These estimates indicate that Maine is push-
ing its tax bases. Its tax sacrifice in New Eng-
land is exceeded only by Vermont and it prob-
ably ranks close to the top quarter as among all
the states.






