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REPORT OF THE T.X REVISION COMMITTER

It was decided at an carly stage that the final report of the Tax Revision
Committee should bc concigse and that it should confine itself to general obscrva-
tions and recommendations, The necossary detailed supporting data would boe coordi-
nated into a more comprchensive analysis which would serve to document and claborate
the summary report, Some of the information contained in the following dectailed
analysis was gathercd by the working sub-committcos of the Tax Rovision Committee,
which was divided into six groups: (1)local govormment, (2) stote government, (3)
new sources of revenuo, (4) cost of govermment, (5) publicity, (6) co-ordination,

The data gathercd by these sub-committecs have been supplcemented by moro
information, especcially in the arca of stote cxpenditurcs, so that membors of tho
committec and the general public might have available statistics on the cost of
stato government and significant trends,

A lay committec of 56 porsons, reprosenting the general public and impor-
tant economic and profecsgional groups, obviously could not undortake a comprchon-
give study of”statc cxpenditures and revenuc, In fact, it was assumed from tho
beginning that the Governor had intendod that the committce should not undertake
any such study, Tho Commitice, therefore, rocognized its limitations and addressed
itself to the more Important gencral problem, VWhat is the prescnt state of the
finances of taine and what significant trends, if any, can be obsorved in the fiscal
cxpericnee of the state over the last decade? But before we discuss in somo”ﬁetgi}_
the fiscal problems of the stzte and local povernments in Maine, we should like to
state somc general factors which hove influonced our thinking,

Vie fecl strongly that fiscal policy cannot be reogarded as an acadomice
quegtion; rathor it is a matter which concerns all of us intimatoly, ALt a timo
when all governmental revonuo from taxes is in cxcess of $56 billion, whon ocach of
us -is contributing a substantial part of his incomec te support govornmental services

when gpproximately 25 per cont of the national incomo is doedicated to governmental
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purposcs, and when the trend is toward higher taxes and a still highor proportion
of our incomc for public purposcs, it behooves every citizen to examine the oxpand-
ing sphore of government,  The trend in the past is all too cloar, but what of the
futurc?

Wo should concorn oursclves with fiscal policy because today and in the
future more is involved than the raising of moncy, 4s the government controls the
raising and cxpenditure of morc and more monocys, we arc confronted with a situation
in which we arc actually socielizing our cconomy by the usc of the taxing and spend=
ing powers, Taxation becomes, thercforc, more than a device to ralse rcvonue; it
is also a media for achicving social and cconomic objectivess

Many citizcens arc seriously disturbed by tho presont high level of taxes;

still morc arc convinced that any attomplt to raise present governmental income can
only rcsult in cconomic disaster, The initlal impulsc of most citizcens, whon a
ncw tax is mentioned, is to feel that here is another burden, Cortainly, fow
rccall the famous Holmes dicta that, "Taxes are the price we pay for civilazation,"

The tendency to vicw taxcs as a burden and to resent the teking of a part

of our income for public purposcs is a natural onc, Yet it is not wholly justificd,
For what do we utilizc our incomo =~=we primarily to buy food, shclter, sccurity,
loisuro, and oducation. Govermment today furnishes us with many of thesc scervicesg
novertheless, we often objoct to paying taxcs becausos (1) we arc not awarc of the
services offered, (2) we do not approve of them, (3) we do not approve of finance

ing thon from tax funds, (4) we bolicve that the tax burden is inecquitable. dlso

the benofit from the tax may be o social rather than an individual onc, and we
moy feocl that since we do not dircctly benefit, we should not be called upon to
help financo ite . Yot most citizens are convincod that the sorvices which the
govornmment porforms arc worthwhile and that we should continuc to support them, .
No onec presumcs to suggest that we capitulate in the cold war with the USSR
becausc the cost is oxcossivo, fow would like to scc us abolish the frce public

high school or thc state university; any suggestion that our highway nctwork bo
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handed ovor to free private onterprisc would arousc little support. For the most
part tho sorvices of governuent appear roasonable, and onc soon discovers that
there is little real support for proposals to curtall or abolish them,

But what arc the limits? Is thore no ond to governmental oxponditurcs?

Is not 25 por cent of our income a dangerously high proportion to spond on govorn-
mental purposcs? Will not any furthor incrcascs in texation destroy incentive —-
both to cmbork on new cntorpriscs on the part of cepital and to work industriously
on tho pert of labor? Unfortunatoly, it is impossiblc to give any categorical
angwer ag to whon taxes are so high as to bo dangerous, In fact, onc may not know
untll thatl poilnt has beon rcached and the damage has beon accomplished, The cctual
limits arc fixod by a number of factors, of which at loast onc is immeasurablo.
First, the ability to collcct taxocs withcout damage to the oconomy will depend to
some oxtont upon the naturce of the taxces lovied. .ro they progressive or ro-
gressive?  Sccond, it will depend upon the cxistence of a taxable capacity, Third,
it will be influonced by the attitude of tho taxpayer, Harmful effccts will be
fielt at any level of taxation If the toxpayor is convinced that governmontal funds
arc being woasted and that they are boing oxpended for non=csseontial purposcs,

411 of thesc factors, ond others, fix the limits to texation, and when these limits
arc rcached will depend upon cach situation, and it is impossible to risk any valid
generalizations as to tho maximum porcontago'of our income which wo can safcly
dodicate to taxces. The limits of taxation will dopend on the circumstances and
public rcaction,

Tax rovision 1s not o now story in Maincs; there hog boen tax study after
tax study, Somo have boen in great dotaill; some have been in sumary form, But
the results have been the same, No action by the logislaturc, Yot scssion aftoer
gession of the Maine legislature has rogularly considered a major tax bill, Truc,
gsome years thc cass for tax rovision has been urged more seriously than others, but

tho problom has bcen with us in o morc or loss acute form for morc than a gonera-
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tion. Cigaretic and tobacco taxes have been lovied and with the repeal of pro-
hibition, thc sale of alcoholic beverages became an important source of revenuc,
Gosolinc taxes are uscd to support our highways, But our tax basc still remains
onc of the narrowest in the United States, Those who drink, smoke, own and op=
eratc an automobile, aﬁd who own rcal ostate pay the bulk of the taxcs collceted
by thc statec ond locoal governmentse d&s ono wit has put it w=—-Mainc's budgct
stringency ariscs from the foct that there just isntt cnough sin to support state
government,

Tho committes would liko to go on rccord rcegarding a fundamental fact
which should be apparont to 211, The inability to broaden thoe tax base in the
State of Mainc is cssenticlly a political problem which is aggravated by the
constitutional provision permitting 21l but omergency legislation to be submitted
to a popular rcfcrendum, It is axiomatie that pcople do not tax themselves excopt
in times of crisis., The legislaturc, the clocted represontatives of the poople,
moro cognizant of tho problems of the state, will cventuelly heve to meke the
decision, But the legislaturc will not make the deeision in vacuo, It will deeido
who will pay the bill by passing a now tax law, and its final determination cannot
help but be influenced by vhat the various intercsted groups have to sny,

It ieg difficult to approach constructively the problem of ncw taxes for
Maine since therc is no agrcement as to nced, Many arguc that the state has cnough
moncy if it only spent it wiscly, Others feel that the state is performing many
gorvices which arc of a luxury characteor and that thesce activities should bo dis-
pensed with before agking the citizens to assume an additional financial burden by
the payment of morc taxcs, Still othors gre convinced that the state and local
units are overlapping in their scrvices and that a rcallocation of functions botween
the state and local govermments would permit tho same level of services without
any incrcasc in taxos,.

Somc of thege asscrtions ofton represont wishful thinking--thnt if v
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could only find the way, we could have nore than we have now without paying any
morc for it, Some have had a great dcal of truth in thom, Funds have been saved
by cconomics; moro could be saved if we worce willing to forcgo scrvices, Consolis
dation of activitioes may bo an answer in some instancos,

But this fact should be made clear at tho outsct, Maine is not thc fod-
eral govermment=-nor is it mercly a smaller cdition of it, Thoc former is a com-
plex organization, spending fabulous sums on a variocty of programs. Mainc is still
a relatively simple govermment which has rofused to enter new ficlds of governmon=
tal activity with the alacrity displayced by the federal government, The latter is
a government which has nover hoad a comprchensive administrative rcorginization;
Mainc has one of tho most integrated administrative structurcs in state govern=-
ment, an oxecllent accounting systom, and o comprchonsivo exccutive budget,

(For oxamplce, the rcecent reorganization in Now Hampshire still leaves that stoto
far bohind the structurc adopted in this State by tho ddministrativo Reorganiza-
tion Code of 1931). In rceent ycors it has enjoyed soveral governors who have
practiced rigid cconomy, J4nyonc who assumes that the stato of Maine is squander=
ing the taxpaycrs® moncy and that great cconomics arc to be accomplisghed by admin-
istrotive reform has not acquainted himself with the govormment of tho State,

Finally, there is naturally disagreument as to wherc additional funds
phall bc sccurcd if 1t is domonstroated that the state does nced more revenuo,

The fundamecntal question is whot now tax or taxcs will provide the atate with addie-
tional rcvenue, broaden the tex basc, and insurc the groatoest degroc of cquity in
the tax system, No two pcoplc scc oye to oyo as to the adventage of onc particular
tax over another, With thesce goneralizations in mind lot us consider the fiscal
problcms of the Stote of Mainc,

an adequate and cquitable fiscal program cannot under our federal systen

bc dovisod in torms of any snc government,
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The fedoral government today is the mpjor consideration in any study of
fiscal policy, and it is impossible for an individual state tgAundertake the roe
vision of ite tax basc without regard for vhat the fedoral government is doing ot
the moment and what it is likely to do in the futurc, Fecderal fiscal policy is
copocially important today whon we are in a poriod of partial mobilization and
when the methods of financing this mobilization arc not yot completoly clear, Ve
cannot, howcvor, in considoring the futurc of taxation in Maino disrogard tho fact
that foderal taxation will be substantielly inercascd in the imaediatce future ond
that disposablo individual incomo which can be utilized to pay state and local
taxcs will bo decroagod,

The importance of the federal government to the Mainc taxpaycr is domone~
strated by the fact that approximately 67 per cont of tho taxes paid arc to support

the federal government, Federal tax collections in Mainc arc shown in Table I,

TABLE I

Foderal Tax Colleetion in Mainc

“l £
194549 Porcent of total foderal tawms
10 R TOTLL, Lgollected in Mainc
1945 % 150,087,933 o34
1946 135,159,599 033
1947 124,220,371 32
1948 130,747,192 021
1949 117,543,221 .29

In 1949, the fedoral tax collections wore divided as follows;

Porsonal incomo tax $ 56,794,725
Corporatc incomec tax 40,038,153
Taxes on alcohol 408,501
Tobacco tax 6,042
Admissions 1,364,333
Monufacturcrs cxcisc 703,182
Retailors coxecise 1,335,543
Employment toxos 2,808,112
Othor taxos 7,084,630

TOT..L $ 117,543,221

Sourcos Troasury Department Annugl Roports, 19451949
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Federal tax collections arc not porticularly significant, They certeinly
are not indicative of the total of the federal tax payments in any one state, for
some taxes are shifted and federal excises are often levied on the manufacturer,
but they are paid by the consumer when he purchases the product upon whieh the ex-

cise ig imposed. It is not possible to determine the actual tax collections of the

federal government from lMaine taxpayers, but an atte.uph was made to estimate the

incidence of federal taxes in the gtote,

greater than the reported collections,

As one would expect, the incidence is

The Incidence of Federal Taxation in Maine

Tax Actual collectiong Estimated incidence
Corporate income $ 41,196,637 $ 57,000, OO&
Personal incone 56,7944 724 56 794,7?f2
Retail excises 1,335,542 1 3)5,)4
Admissions 1,364,333 1,364,338
Egtate tax 3,212,659 3 ?1f,659
Gift tax 260,182 260,182
Club dues 73,30' 75 307
Narcotics 2,554 )52“
Firearms 3 32
Dealers' toxes 117,395 117,3952
Miscellaneous 231,361 231, 13612
Manufacturers excises-

manufactured products 400 93,000°
Transportation of property 1,311,622 ,)IL,OOOZP
Emnployment taxes-employee by 40T 4 542 by 467 5422
Employment taxes~employer 5,340,569 7,262 OOO)
Tobaoco 6,042 9, 747,00
Alcohol 70,346 57 637,000/
Stamp Tax 56,736 56,736
Stamnp Tax 56,736 186 00693
flectrical encrgy 553,006 426, OOOJ'l
Gas tox 5,920 3,226,  00CH:
Autovobile excises 28,408 ? 105,000
Manufacturers and miscellaneous 163,978 946 OOO;L3
0il pipe line 1 442 124, oooié
Lubricating oil e s 26 184
e m et 29,000 "6
iiscellaneous 666,407 3,024, 8

TOTAL

$ 117,543,271

& 161,699,399

p
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1. Maine proportion of 1947 income from dividends reported
for income tax purposes,

2e Actual collections,
3

Taxes on non=beverage alcohol and processed olls as Maine
proportion of natlonal income,

4, Maine proportion of all retail sales,
5. Maine proportion of all retail sales,
6, Maine proportion of national consumption,
7. TGstimated from Liguor Commission sales,
8. One-half of Maine collections,
9., Maine proportion of 1947 income from dividends reported
for income tax purposes,
10, Maine proportion of national consumption,
11, Maine proportion of national consumption,
12, Maine “roportion of national consumption.
13, Maine proportion of all retail sales,
14, Maine proportion of national consumption,
15, Maine proportion of national consumption,
16, Maine proportion of national income, (includes taxes on
telegraph, telephone, and cable; leased wires; and trans-
portation of persons),

It would appear that the actual incidence of federal taxation in Maine in 1949
vas in excess of $161 million, or 38 per cent more than the 117 millions reported
as collections in the state. In 1940, federal tax collections were {16,277 millions
and the estimated incidence was $33.957, or 109 per cent above collections, Some
of the discrepancy in these figures may be explained by the fact that the same
formula was not employed to estimate incidence in each case,

It has been assumed that the corporate income tax cannot be shifted and that
it will be paid by the owners, but there is an increasing tendency awmong tax
econonists to cuestion the assumption that the corporate income tax is borne by
stock holders, On the contrary, there is ample evidence that under some market
conditions it is treated as a cost of doing business and is shifted to the con-
sumer, If we assume that consumerg, rather than owners, pay the corporate income
tax, its incidence in Maine in 1949 would have been approximately $62 millions,
which would have increased the total incidence of federal taxes by $5 millions to
a total of more than $166 millions,

It is obvious that the financial importence of the federal government has been

constantly increasing, In 1932, federal tax collections in Maine were %4, millions,
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or 1.4 per cent of the individual income payments in the state; in 1942 federal
collections had reached $37 millions, or 5.4 per cent of individual income pay-
ments; but the substantial increase in federal revenue collections came with the
full impact of World Var II and in 1949 federal revenue reported from Maine reached
%117 millions, or 10,7 per cent of income payment, There has been an expansion in
domestic programs, but the fundamental reagon for the increased financial importance
of the federal government is to be found in World Wars I and II, About 85 por cent
of the increase in the federal budget between 1939 and 1950%is directly attributable
to national socurity and past wars,!

To measure accuratcly the impact of federal taxation on the State of Maine is
impossible, but there is no question that the federal government is the larpgest
tax collector by far and that it cannot be ignored in planning the fiscal policy
of the state and local governments. In fact, we must not only consider the present
impact of federal tax collections in the state, but we must also attempt to antici-
pate the scope and implications of proposed changes in federal fiscal policy. It
is a sound practice to pay for as much as possible of our military expcnditures on
a current hasis, It ig not yct clear whether we are engaged in a police activity
in Korea or in a full scale mobilization, but in cither case, it appears imperative
that federal taxes be raised to take care, at least in part, of the increase in
fcderal expenditures. At this point, the amount of this increase can only be
estimated, However, if we assume that total federal tax needs are $10 billions,
not an unreasonable assumptlon at the moment, we find that the contribution of tax
payers in Maine will bc approximately $29 millions in collections in the state and
$40 millions in actual incidence,

The fact that tho federal government is the major tax collecting governmental
unit in the State of Maine has other implications than those of sheer magnitude,
It is important to consider the total impact of all taxes on the tuxpaycr, and it

is desirable,therofore, that revision in local and state texcs should be viewed in
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the 1light of the total tax poyment, federal, state, and local, This fact is ox=-
tremely important in an evaluation of the progressiveness of the tax system, It is
‘possible to havo a proportional, or cven regressive, state and local tax system
but when federal taxes are also considercd, the final impact remains highly progresse-
ive, Ve shall deal with this point more cxtensively in discussing tax equity, but
we mention it here merely to call attention to the fact that the tendency of the
federal government to rely rather heavily on progressive taxes, such as the porsonal
income levy, mitigates if not justifics thc regressive characteristics of many local
and state tax systems,

The federal government also has an lmportant impact upon stete and local
expenditures in the State of Maine, In many instances federal grant-ineaid poliey
is motivated by an intent to encourage state and local expenditures upon particular
programs--often without any recal consideration of the ability of the state or local
units to undertake such services, We cannot here cxamine the full impact of federal
expenditures upon the economy of Maine, but The Sub-committee on State Government
gave some attention to this quecstion, and it is possible to make somc general ob=
servalbions,

Few citizens realizc the scope of the federal grant-in-aid program or tho
importance of direct payments by the federal govornment, Tablc IIT shows these
federal expenditures in Mainc for the last five ycars, a pariod in which they in=-

creased 107 per cent,

TABLE III
Federal Expenditurcs in Maine
1945=1949
Xear Fedoral Grants-in-aid Dircct federal payments Total
1945 $ 5,390,799 $2,227,216 & 7,618,015
1946 5,674,427 1,754,405 7,428,832
1947 8,370,013 2,121,339 10,501,352
1948 0,044,148 21,361,410 31,503,558

1949 11,168,060 18,963,164 30,131,224
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In 1949 federal prants-in-aid were 12,8 por cent of total state and local
revenue from taxes, and the total of federal payments was 34,5 per cent of all local
and stato taxes, In the same ycar revenue from the federal govoernacnt was 17,6 per
cent of all state income,

Therc is considerable discussion as to whether Maine enjoys a nct gain or loss
from fedoral grants and payments, There is some evidence that the state gains from
federal grants., It is ccrtainly true that if in 1949 foderal grants had been treat-
ed as sharcd taxes and roturned to the state on the basis of rovenue colloctions,
rather than according to some othcr formula, the federal grants would have totaled

$5.4 million if they weore distributed on the basls of reported collections in the
State and %7.4 million if they were returncd on the basis of ostimated incidence,
It would appcar, thercfore, thot iainc benefits by approximately $4 million from
the present formulalfor distributing fedcral pgrants,

Direct federal payment in 1949 totaled $18,963,164, but if they had been made
on the basis of reported tax collections, the total would have been $10,552,000 and
if the payments were made on the basis of estimated incidence they would have been
$14,555,000, The apparent gain to the State of Maine in federal payments is $hio 5
millions, The State would appear to profit by the present distribution of both
federal grants and federal direct payments, Its inhabitants pay .29 percent of
internal revenue collections and receive o55 per cent of federal grants and direct
expenditures.,

In all fairness it should be pointed »ut, however, that the apparent monetary
gain should be belanced by certain other considerations, First, federal grants
generate state and local expenditures--often beyond the point that can be justified
by the fiscal ability of the unit involved, Second, the acceptance of federal
grants means that the state or municipal. government must meet federal standards—-
standards which are often higher than they would be if the state or local govern-
rent were to undertake the service on its own initiative and solely with its own

fundg, Third, it can be argued that federal grants tend to take the initiative




from the state ond local governments, where it belongs, and place it in the federal
government which is often so far removed from the scene of actual services that it
is unable to lay down acceptable standards,

It is difficult, if not impossible, to compare the total of all federal expendi-
tures in the state with revenue collections, Many federal expenditures, such as
those for foreign affalrs, cannot be regarded as benefiting only one regionj also
federal dollars collected in Maine but spent elsewhere may be used by those who
receive them to purchase goods and services in the State, The Federal Reserve Bank
of Boston has recently relcased a study of the New England area, however, showing
that the federal government in 1948 spent in the area only 71 cents of every dollar
it collacted, so there would appear to be a net loss,

The impact of federal grants-in-aid must also be considered in terms of speci-
fic services; although there are 46 grant-ineaid progrems, federal money is not
available to support all state activitics, For example, In 1949 the federal pay-
ments to Maine for education and general rescarch were only $310,693 as compared
with $6,067,235 for health, welfare, and security; The latter ond highways account
for 76 per cent of federal grants and shared taxes,

It is cuite natural that the state should be interested in financing those
activities toward which the federal govermment contributes most lavishly, but the
resulting distortion of the state and local budgets is serious and should be care-
fully scrutinized so that state and local services of a worthwhile nature will not
be ignored or slighted bocause federal assigtance is not available,

JEDERAL GRANTS TO STATE AND LOCAL GOVERNMONTS FOR THE 1949 FISCAL YEAR

(MATHE only)

Veoteran benefits and service % 261,631
Welfare, health, and security 6,067,235
Housing and community development 64,680
Education and goneral research 310,693
Labor 822,767

Agriculiure and agricultural rosourccs 560,520
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TABLE IV CONTINUED

Natural resources not principally agricultural $ 207,315
Transportation and communication 2,873,219
TOTAL $ 11,680,060

Source: Treasury Department Annual Roport, 1949

A more detailed breakdown of federal payments to Maine in the 1949 fiscal year
is shown in TABLE V,

It is impossible in this sbort discussion to describe every grant-in-aid pro-
gram, its purposes, administration, and cffect, It is evident, however, that the
state is tied to the federal government in a wide vagricty of services, and that the
degrec of federal control and supervision covers a wide range,

Apparently some federal grant programs have been the result of political
pressure; others have been cstablished to mect an immediate need without adequate
consideration of the overall implications, The xesults are all too patent - no
integrated grant-in-aid policy and no conscious devclopment of an adequate system
of intergovernmental fiscal relations,

TABLE V

FEDIZRAL GRAHTS=IN~AID AND SHARED REVENUE (1949-MAINE ONLY)

(wmount in Thous.,)
Veteran Services and benefits

Self and Uncmployment allowanccs $ 201,224
Veteran cducational facilities (emergency grant) 60,407
Welfare, health and security
Vocational rehabilitation 99,219
Public assistance
01d Age Assistance 3,557,613
Aid to Dependent Children 1,333,882
Aid to the Blind 181,428
Maternal and Child Welfare
Maternal and Child Health 95,107
Crippled Children 68,370
Child Welfare 60,109
Control of V.D. 43,183
Control of T.B, 27,367
General Assistance 87,574
TOTAL 5,554,352
Hospital construction 164,727
Mental health 20,833
National school lunch program 327,323

TOTAL for Welfere, health, and sccurity 6,067,235
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Housing and community devclopment

Public Works Planning % 66,680
Bducation and general research
Co-op. vocational education 166,655
College for Agriculturc and Mechanical Arts 79,669
Maintenance and operation of schools 18,703
State of Maine Schools 45,666
TOTAL for cducation and general rosearch 310,693
Labor
Administration of Uncmployment
Compensation and the employment scrvice 822,767
Agriculture and agricultural resources
Co-op agricultural extension work 217,853
Agricultural cxperiment station 114,124
Research and Marketing Act of 1946 40,356
Surplus agricultural commoditics 188,187
TOTAL Agriculture and agricultural research 560, 520
Natural rosources not primarily agricultural
Forest Fire Coopcration, ctce 141,322
National Forcst Fund 7,185
Wildlife rostoration 58,531
Migratory Bird Act 277

Transportation and Communication
Highway construction

Rcgular grants R,y 814y R07
Emergency grants 4y 518
Federal airport program 544,434
TOTAL transportation and comrmunication 2,373,219
GRAND TOTAL $ll,680,060

Source: Treasury Department, Annual Report, 1949

It is unsound and cven dangcrous to our federal system to have the federal
éovernment influencing if not dictating the activitics of the state in 46 distinct
fields, Grants-in=aid must continuvec "because thc structure of the ecconomy does not
coincide with the politicalboundarics of subordinate units, and because the func-
tions of government cannot be ncatly laid out in layers like a layer cake, but are
apportioned on a coopcrative basis of joint programming." (Tax Policy, January,
1949, p. 11 ) But as thoy now arc administered, they are an obstaclc to sound state
and local budgeting,

Serious consideration should be given to the Block Gront-in-aid as a possible
solution to some of our present difficulties, Such a grant would continue to make
Lederal funds available to statc and local governments but would pernit considerable

discretion on the part of the rccipients as to the actual allocation of the money
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to speeific programs, For example, a gencral health grant might replace those now
given separately for the control of V,D., T.B., and cancer, for gencral and mental
health, hcart diseasc, hospital construction, and water pollution control,

It is interesting to notc that in the 1949 fiscal year Mainc was the 32nd
statc in rank ordor in por capita federal grants and that it was also 32nd in aver-
age por capita income for the period 1946-48, iloreover, it was 31lst in federal
grents ag a pereentage of income payment, Apparently in the casc of lMaine, the
amount of the fedoral grants corrcsnonds rather closcly to the fiscal ability of

tho state,
TABLE VI

PER CAPITA T:DBRAL GRANTS TO STATHES AND LOCALITIRES, BY STATE AND PURPOSE,

FISCAL V“XRleA8-4°
PER CAPIT. CRNTS

O T A PN Care e e e e

STATES Tanred By " Lv Por Assist, Tmploye  Heelth — Othor — aduc,0ther
146-148 ivorage P Tﬂc. Total Pﬁ/m'tu Sccurity Service lcliare
Por Caplua Innomo - : Adminis, Adminis,
U S l1013(’3.1 ‘# l,.)15 ;f:; 12098 'i:’ 6034 r::‘ 095 :5 944 'E:S 065 (‘;; ,259525 3°65
High Inc, Group i 10,64 5459 1,20 .32 AT 9 2,87
- Nevada 1,764 ! 1#3078 4099 2,01 . 290 064 «97 3’}.47
Now York 1,760 7.22 4607 1.31 oL 39 W15 1,79
T1llinois 1,642 | 10,92 .08 oSl oA 054 W17 3,10
Delavare 1,635 11..92 2,17 1.08 o70 86,73 6,38
California 1,628 © 13,33 8,07 1.61 02l . h0 o 12 2,79
Montans, 13624 R'7 .37 3,90 1.27 o713 A 049 15,13
Connceticut 1,596 v 727 5,07 1.21 032 04, L7 1.97
New Jerscy 1,534 6,76 1,98 1,21 o7 .38 14 2,68
Rhode Island 1,466 11,62 5,39 1.52 A0 50 .34 3.54
Maryland 1,451 . 8,10 Re70 1.15 o4 Y .19 3,06
Massachusctts 1,433 12,03 3,02 1,20 034 o R W15 1,90
North Dakota 1,430 ; 21,50 598 W75 N .09 oAb 12,94
Ohio : 1,425 1 9,39 5,66 083 o8 A6 18 1,99
Wyoming 1,404 30.28 5618 1,32 W01 WS4 .00 21,03
Vashington 1,404 | 17.48 10,3 1,29 030 W04 65 3,75
Middle Income Group | 12,48 6,21 87 o33 56 W24 44RT7
Michigan 1,394 111,74 599 1.19 029 .63 20 3.44
South Dakota 1,392 22,17 6,65 .58 .59 29 L4l 13.67
Colorado 1,362 26,43 14479 006 o4l B2 W25 9,48
Ponngylvania 1,338 = 8,71 4,10 1,02 05 Al L7 2,77
Wisconsin 1,332 111,76 5,18 64 o33 02 323 4,76
Nebraska 1,287 | 14,60 6,77 258 o40 .56 31 599
Indiana 1,277 i 3,56 4030 $70 030 W54 R0 2,50
Orogon 1,274 113,04 5426 1,17 ol 55 W21 5ul
Towa 1,263 0 12,85 6,58 WA 029 .63 .26 4 s O4

Idsho 1,240 1 17.44 6,92 1.23 .65 WOT7 W52 TS5
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TABLE VI CONTINUED

PER CAPITA FEDERAL GRANTS TO STATES AND LCOCALITIZS, BY STATE AND PURPOSE,
FISCAL YEAR 1948-49

e e S 34 e i e S v e e VAN R M b R A G

o | PER CAPITA GRANTS

States ranlked by  AvePor | “Agsist, Employ. Health  Other Educ, Other
146=143 Average Cap.Inch Total Paym'ts, Sccuriby Scrvice Welfarc
Por Capita Income 146148 & Adminiso Adminis,
Minnesota $1,229 |513.81 & 6,77 B 1 fe35 5 66 G W23 8 4, 98
Misazouri 1,227 16,89 ll 67 055 027 059 o3 3,58
Kansas 1,211 | 15,22 6.95 63 43 63 37 6,22
Utah 1,171 18,64, 7,00 1,21 YA «95 .36 8,48
Now Hampshire ”,165 12,82 4439 1.35 A ¢ 59 L0 5,15
Vormont 1,148 16,24 5,70 1.31 it <6 L0 6,99
Maine 1,146 12,11 5665 92 W58 W54 W35 4408

Low Income Group 14,40 7,51 .69 W71 1,00 o34 4,15
Florida 1,128 16,93 10,95 006 - .93 .8 LS 3,19
Arizona 1 l?ﬁ 20,52 743 1,42 03 .99 oS4 9451
TGX&S 1,118 -1-5055 8-54 063 051 0'75 -32 4080
Virginia 1,075 6,82 1,87 52 50 .76 b 2.9%
New Moxico 1,030 21,96 7.61 1,17 1,03 ) 43 10,85
West Virginia 1,027 9.69 beT2 .03 A 7 31 R.53
Oklahoma 241 26453 19,47 W59 65 1,05 038 7 4,29
Louigiana 209 23425 '7 32 o 12 .50 1,05 0 R S.14
Goorgia 907 14,31 6,38 W64, 039 1.27 YA VAS
Tennesseo 906 13,77 6,09 W76 .60 .98 o33 5,01
North Carolina 879 997  3.56 69 J72 1,11 27 3,62
Kentucky 846 10,73 HeRl A 70 +99 29 3,06
Alabama a8 12.05 5,08 032 .00 1.16 239 2,80
South Carolina 798 12,8 4,59 .76 .90 1,23 o35 48
arkansas 776 1390 6,71 W65 .08 1.12 Al 433
Mississippl 674, 1 13,77 5,10 .70 1,03 129 A0 5,25

Source: Social Sccurity Bulletin Junce 1950, p. 12.

TABLL VII
FEDERAL GRANTS TO STATES AND LOCALITIES IN RELATION TO INCOME PAYMENTS AND
STATE T.X COLLUCTIONS, BY STATE, FISCLL YaiR 1948-49

TOTXL GRANTS TO ST¢T S

ey e nhA T AT et A e ascn [V R DV PO P SPVEYPS

States ranked by Smount As % of B8 % of

146148 overase (Thous.) Thcome State Taxcs
- per capita income e e e Paymt b,

U, S, Total 51 704’8>3 87 215

High Income Group 640 ,om4 N 17.4
Nevada 74 L5( 2,61 6543
Neow York 112,690 A2 12,6
I11inois 91,139 .00 - 20.8
Delaware 3,575 .68 21,0
California 137,982 W81 16,0

Montana 13,987 1,53 48,2
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Statos ranked by
V46-1/2 average
per capita income

Connceticut
Neow Jorsoy
Rhode Island
Maryland
Massachusetts
North Dakota
Ohio

Wyoming
Washington

e it e e araie

Py Wy S

I

€1}
i

liiddle Income group

ifichigan
South Dakota
Colorado
Pennsylvania
Yiscongin
Nebraska
Indiana
Orcgon
Toua
Idaho
Minncsota
Missouri
Kansas
Utah
Now Hampshire
Vermont
Maine

Low Income group
Florida
arizona,
Texas
Virginia
New Mexico
West Virginia
Oklahoma
Louisiang
Georgia
Toennessce
North Carolina
Kentueky
Alabama
South Carolina
arkansas
Misgsissippl

Sources

. L

TABLE VII GONTINUED

Amount As % of a8 % of
(Thous,) Income State Taxcs
Paym'ts,
l/+; 667 0/4'3 14 L} 5
32,243 ohR 16,5
8,703 075 18,2
17,450 052 12,9
55,809 .80 20,8
12,511 1,46 33.8
73,654 .61 18,3
8,629 2.03 50 51
43,065 1.20 19.4
536,769 R1te; 2262
72,987 079 16,1
13,549 1.41 423
31,685 1.8 343
91,272 .60 18,0
38,808 .81 19,3
18,734 +99 4047
33,522 .61 18,0
21,372 1,00 19.1
33,571 0 536 2204
10,322 1.39 30,1
40,506 1,02 22,9
65,733 1,25 36,5
28 646 1.18 27,0
12,48 1.5 27,2
6,704, 1,02 27,9
5,894 1032 2995
10,879 .99 23,7
617,230 1,42 27
41,140 1,49 23.4
14,449 1.76 2544,
114,582 1.30 3.2
20,798 059 15,1
12, 540 1.95 27.9
18, 524, .86 15,8
60,876 2,59 40,0
60,250 2.32 2542
45,306 1.47 37.8
43,766 1,44 28,2
37,853 1.07 16,4
30,632 1,18 26,2
34,969 1.35 2904
25,508 1449 25.3
26,926 1,61 30,6
20,111 1,82 31,3

Social Sceurity Bulletin June 1950, p. 13
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The _cost of povernment,

\le have indicoted the impartance of federal taxes, but in a federal system,
the taxpayer is interested in his total tax bill, state, local, and federal. \le
shall deal later with the tax payments of some hypothetical individuals and shall
show the impact of tax payments upon different income groups, but at this point we
are concerned with the total cost of government and the effort by toxpayers in
Maine,

In 1949, tex payments by inhabitants of Maine totaled $205 million, Of this
sum, the state received $43,7 million and local government $43,6 million: the
federal govermnment accounted for the largest share, however, with $117,5 millions,
The distribution of these ltax payments as to governmental unit and type of tax is

shown in Toble VIII,

TABLE VIII
DISTRIBUTIONS OF TAX COLLECTIONS IN MAINE, 1949
(percentage)
o T Governmental Tnit
Type of Tax Federal State Local Total
Property 2,78 19.35 22,13
Personal Income 27,73 773
Corporate Income 19,55 19.55
Automobile, regis,, lic, C 2,87 2,87
Liquor and tobacco .20 5,91 6,11
Amusenent .66 66
Business 099 2.59 3.58
Gas Tax 5,87 5.87
Employment Taxes o9 479
Other 3,46 1,31 1.94 6.71
TOTALS 757,38 21,33 0159 160,00

s s e m s o pre s s e - - Aeemar o cearsa

The per capita payment in Mainc for all governmental purposes in 1949 was
$228, or 53 per cent of the {433 per copita in Connecticut, the highest of the
New England states, Maine ranked 5th in rank order in the New England stales

TABLE IX

PR CAPITA TAX PAYEHTS (STATZ, LOCAL, & FEDERAT)

Maine G208 NI, $235
Conn, 433 R.I, 393
Mass, 391 Vi, 207
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in cost of government--an indication that the total impact of federal, state, and
local taxation was not in excess of the general experience in this area, In gen-
eral, taxes levied by the state appear tec be moderate. Table X indicates that per
capita state tax revenue in Maine 1s exceeded by every New England state, except
New Hampshire, and that, as one would enticipate, a high effort by Mainc does not
produce relatively as much revenus as in Massachusetts, Connecticut, or Rhode

Island since taxable income is lowe.

TABLE X
PER CAPITA STATE TAXES
(exclusive of unemployuent compensation tax)

(Dollars)

State, Rank 1945 1946 1947 1948 1949
Maine 27«14 30,68 3423 42473 43437
Rank, NI, 5 . 6 6 5 5
Rank, U,S, 30 35 36 33 35
Mass, 32.20 40454 44471 47 .R2 4841
Rank, N.E, 1 1 1 A 3
Rank, U,S, 19 ‘ 14 18 29 29
N, H. 2644 32455 36,62 35,06 3784
Rank, N.IE, 6 5 4 6 6
Ronk, U,S, 34 2 31 A2 43
Vi, 30.62 36,19 41,75 47,87 50454
Rank, .5, 3 2 2 3 2
Rank, U.S, 22 19 22 20 26
R, 1, R8.03 35,04 3925 53495 53434
Rank, IM.E, 4 3 3 P 1
Rank, U.S, 26 24, 27 17 20
Conn, ‘ 32.18 32.76 36.27 54423 47,19
Rank, MN,E 2 4 5 4
Rnnk, U,S, 0 25 32 15 30

Source: U, &, Bureau of the Census, Compedium of State Government Financos

Tt Pttt

Maine is fairly comparable to Vermont and New Hampshire as to the per capita

New &nglond
state and local t-xes collected, All threc northern/statos are significantly helow

the more industrinl stotes of Massachusetts, Rhode Island, and Connecticut,
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TABLE XI
PER CAPITA STATE /ND LOCAL TAXES

State 1945 1946 | 1947 1948 1949
Maine $65 $63 $ 7. & 86 S 96
Conn, 79 75 85 112 107
Hass, 83 02 102 117 125
N, H, 5, 76 83 9, 98
R, I. 67 74 77 99 104
Vt, 72 73 82 95 94
Effort. Statistics for state finances are not strictly comparable for a number

of recasons, For example, some stotes ralse a great deal of revenue which is re-
turned to local government units, while others tax less heavily but permit municie
palities to levy sizable amounts for local purposes;

Considering state toxes alone, we find that iaine's cffort is respectable,
Table XII showing the percentage of income taken for stetc taxes, indieates thot
lMaine is second from the top of the New England states in terms of tax effort and

about at the median for the 48 states,

TABLE XII
PROPORTION O INCOME T.iKEW POR STATH TAGE
(1948-49)
- T T Rk order in U.8s  Rank Order in N.o.

State 1948 1949 1949 1949 1948 1949
48 States 3.6 3.6
Maine 3.3 3,6 24 217 2 2
Maoss. 3.3 362 36 33 4 4
N, H. 3.1 3.0 40 35 6 5
Conn, 36 2.8 37 40 5 6
Vt, 4.1 4ol 22 17 1 1
Ro Io 346 3-4 29 31 3 3

Table XITI, basecd upon retail sales per capita, shows much the same resultee-
a realtively high effort, It is true that in 1948 Maine state taxes, as a pere
centage of retail sales, were 5th in the rank order of the New England statcs, but
the spread between Maine and the top Now England stato, Connccticut, yas insignifi-

cant, only four tenths of a percent,
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TABLE XIII
PERCENTAGE OF STATE TAXES TO RETAIL SALES

amexsar s -

Rank order in U,S. Rank order in N, E,

State 1948 1949 1948 1949 1948 1949
Maine 5,0 6,3 32 23 5 1
Masg, 542 5.6 21 26 3 3
N, Hy 40 A 43 4Ll 6 6
Conrt, 544 L'l 19 : 40 1 5
Vt, 5,2 5,6 2 26 A A
R, T : 5, 5o 8 20 24 2 2

When state and local taxes are combined, the coffort by Maine taxpayors,
neazured: iy the proportion of income taken for state and local purwposes, drops to
fourtk in the New England area, However, in 1948, an increase of $7 million in
state and local tax revenue would have brought Maine abreast of Massachusetts, E
the highcst state in the New England group. In 1949, a $3 million incrcase would |
have placed Maine at the top of the New England states. There is ne significant
differsnce in the effort to supZZiZie and local governments combincd in the New
England area when meagsured by retail sales.

TABLE XIV

COMBINED STATE AND LOCAL TAXES AS PER CENT OF
INCOME PAYMENTS AND RETAIL SALES

Income Paymonts Rank Order Retail Sales Rank Order
State 1948 1949 1948 1949 1948 1949 1948 1949
Maine 7.6 2,0 4 2 10 13 x 2
Mass, 3¢3 863 1 1 13 15 1 1
N. Hc '/0»9 r7a8 3 3 10 ll X X
Conn, 7.0 6.5 5 6 11 11 2 X
Vt, 8.2 7.8 2 3 10 1 X X
Ra Ie 6.6 6,7 6 5 10 11 bis X

If federal tax collections are olso taken into consideration, the financial
effort to support government in Maine, as -compared vith the othor New England
states, is significantly below that of the southern New Ingland statos and about
the same as that for Vermont and Now Hampsghire, The heavy influence of tho fedcral

corporate ineome tax in this table is an indication that the northern Now England
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TABLE XV

FEDERAL, STATE, AND LOCAL TAXES AS A PERCENTAGE
OF INCOME PAYMZINTS TO INDIVIDUALS AND OF RETAIL SALES

Income Paymonts Rank Order Retail Sales Rank Order
State 1948 1949 1948 1949 1948 1949 1948 1949
Maine 19 19 5 4 28 30 4 4
Mass . 26 26 ) 1 45 46 1 1
N, H, 20 19 4 4 28 27 4 5
Conn, 26 26 2 1 45 43 1 2
Vt. 18 17 6 6 2L 24, 6 6
R, I, 27 25 1 3 42 42 3 3

Ry -

states of Maine, Now Hampshire, and Vermont have less corporate income, an incomo
flowing from nation-wide activitics, and that to maintain the same standard of
governmental living as our neighbors to the south will requirec a greater fiscal
effort,

Both in terms of total per capita taxcs and of the proportion of taxes to
individual income payments and retail salcs, tho states of Mainec, New Hampshire,
and Vermont fall significantly below Connecticut, Rhode Island, and Massachusetts,
The former group of statos is less industrialized and incomo payments are lower,
but the diffcerential is reflceted in tax revenue, It would appear that a new
major tax in Maine would naturally ropresent some hardship, since the cconomic
base is so limited, but that the adoption of such a levy would not rcsult in in-
creasing the offort or the total cost of government above that prevailing in New
England,

The trend of governmental cost in lMaine, as in other states, is upward.

Whether we view the trend of state and local expenditures from the short or
long run vantage point, it is evident that costs have risen radically., It is
indicative, however, of the tendency toward centralizntion in our modern economy
that the expenditures of local government units have increased relatively less than
those of the state and federal governments., The following table indicates in a

general way the tremendous inflation in the budget of the State of Maine in the
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first half of the twentieth century.
TABLE XVI

TAL REVENUE AND EXPENDITURES OF TUE
STATE OF MAINE 1900-49
(in Thousands)

I At - PR SRk Ahe ATEAMRE ¢ Ak o 78 b £ Y WMDY (FEA R ALs L oA AT AR o PO RN A5OSR T RS Sh A e mE SO NERAb S MR T A AR W R LD AT e AL 1 PO 43 W T

Tax Ter Cent Cost Per Cent
Year levenue Change Payments  Change
1900 % 1,807 —— $ 1,808 -
1910 4,106 R27 43106 227
1922 13,076 724 15,697 866
1930 20,049 1,110 272,507 1,248
1940 26,871 1,487 29,930 1,648
1945 20,547 1,635 31,489 1,741
1949 47,917 2,651 53,063 3,211

- . s e RSCPRPRS PP PRI NN S - - e e e A am PRy

Table XVII shows the cxpenditures for specific state activities for the years
1902, 1913, 1932, and 1949, Although all costs have been upward, increases are most
noticeable in such activities as health and welfare, highvays, and education,

TABLE XVII
GOVERNMBNT AL COSTS OI' TIiH STATE OF MATINE
(in Thousands)

AT X A YA NT 6 AN A B ) SR R SR ML 20mm f Mtk N 820 JRSTTRES L e

Operation

- ——— - JO0R. ek QL 2232, 1949
General government $ 206 & 365 & 650 & 2,055
Protection of persons and

property 109 327 1,146 1,808
Development & conservation 17 e 902 44041
Health & Sanitation 15 50 658 720
Highways 10 403 by 285 11,071
Charities, hospitals, &

corrections 397 025 2,422 16,125
Bducation 707 791 3,760 4,115
Recreation amm - & 143
Migcellaneous 124 cans 742 1,204
TOTAL OPERATICN . 1,535 2,861 14,573 41,28
Add paid to loc-l government 8,160
Interost 76 40 1,099 369
Capitol outlay 11,022 11,821
Less debt retirement 1,920
Contributions to trust Trndls, 7,653

etec,

TOTAL ‘ 1,661 42,901 626,785  $69,285
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Local expenditures increased four times between 1902 and 1942, a much less
;adical increase than that regigtered by the state, It is also interesting that
local expenditures for 1942 were actually below those for 1932 =-=one indication
that the increased responsibility assumed by the stote and federal governments for
such activities as education and welfare had reduced some of the pressure upon local

budgets, and that local expenditures were already reflecting World War II,

ABLE XVIIT
LOCAL GOVERNITNT COST PAY:ENTS
(000 omitted)

PP vt sy v weae omame s e -

Activity 1902 19133 1932 1942
General government 1,138 017 2,741 2,507
Protection of persons and
property 338 909 2,630 2,790
Health and sanitation 200 1.86 630 7521
Highvays 1,202 1,123 6,105 5,600
Charities,Corrections and ,
Hospitals | 869 424 2,966 2,218
Education 1,509 1,791 10,670 10,938
Recreation 26 84 231
Miscellaneous 31 49 527
TOTAL 5,311 5,843 26,500 26,092
Public Service Enterprises 402 525 965
Interest 529 796 1,910 1,108
Outlays 814 1,823 74569 736
TOTAL 7,556 8,358 36, %4 30,540
. 1, Includes hospitals,.
Sources U, S. Bureau of the 5 Velfare
. 2. Welfare only.
Census, Cengus of 3, Places under 2500 omitted
Governments. T ) - '

e
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An interesting feature of the growth of local budgets is that it has been mani.-
fested in almost all activities, Educatibn has registered the greatest increase,
but there has been a substantial expansion of local activities in such fields as
welfare, highways, health and sanitation, and protection of persons and property,
Indubitably, the extremely low figure for capital outlay in 1942 was simply the re-
flection of a war year and cannot be taken as indicative of any trend, Local revenue

has been increased to meet these new needs, until today total municipal income is
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361 per cent greater than it was in 1902,

TABLE XIX
LOCAI, GOVERNMENT REVENUE
(000 omitted)

e 2 mmamart

1902 19231 1932 1942

Taxes

General property 5,372 4,868 24,011 29,643

Special 180 169 436

Polls 181 _37 605

Licenses and permits 7 13 9%

TOTLL, 5,740 5,287 25,146 30,409
Other revenue 1,756 2,616 8,842 43014

TOTAL 7,496 7,903 33,988 34,523
Source: U. S, Bureau of the Census, 1, Places under 2,500 omitted,

Geéngus of Governments

s vmmtigm. -

State expenditures: 1941-1950

The last decade has witnessed a growth in state expenditures of such magni-
tude as to arouse serious concern as to how long such a rate of increase can con-
tinue, Table XX indicates that from 1942 to 1949, the only years for which there
exists reasonably comparable statistics, the state increased its payments from the
General Fund for salaries and wages by 85 per cent from $3,7 million to $6,2 mill-
ion and that other current expenditures rose from $2.7 million to $4,.,8 million, or
76 per centol Iixpenditures for grants, subsidies, and pensions, the real program
costs, climbed from 10 million to 18,9 million, or 88 per cent, It is encouraging
that administrative costs increased somewhat less than actual payments for services,
Capital outlays are not a particularly important item in the genoral fund, but they
also jumped from $244,569 to $427,391, or 75 per cent, Total operating expenditures

increased 85 per cent fromﬁié,4 nillion to $30.4 million,

1. 4 word of caution is necessory regarding the following discussion of state eXe
penditures, Statistics relating to state finances are rarely strictly comparable,
and the figures used here are no exceptions They are indicative of a trend, but
they should not be utilized withouta realization of their limitations., Changes in
the law and in accounting procedure may add or remove items from a particular fund
so that the figures for eny two years nay not be absolutely comparable, For example,
in 1942 the $652,59L expended by the Department of Inland Fish and Game vas included
in the General Fund; in 1950 the $1,186,267 expenditure was in tho Special Fund,
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TABLE XX

GENER..L FUND ’
Gompwratlvo Statement of Expondlturcs, by Charactor and bbJoct for blSCﬂl

and from 194251948 & 1949

[P e

J.942

1948

- carapbtn

& 3,373,729

Scrvices 146,68
Oporation of State lLutos 22,836
Traveling Expenscs 314,833
Opcration of State Veh, :

Plancs ond Boats 17,205
Utility Scrviccs 163,498
Rents 80,0680
Ropairs 101,326
Insurancce 4Q,942
General Operoting Expense 377,968
Foods 571,379
Fucl 192,771
Officc Supplics 73,4330
Clothing & Clothing ‘

Matcrinls 65,476
Other Dop't & Instit,

Supplics 403,218
Bond Intcrost 63,0)0
Contributions & Tronsfers

To Other Funds 734547

Total G 2,709, 076
GR.NTS, SUBSIDIES, PENSTIONS
G cants to Fod, Govte + 61,618

rents to Citics, Towns 1,913,991

Grants to Publiec, Privatoe

Organizations 934,776
Grants for .4id to Dopone

dent Childron 8474459
Grants for 01d igo - \

Assistance 3,711,894
Grants for .ssistanco

and Relicf Ry137,777
Miscollancous Gronts

to Indiv, 40,650
Pensions 421,612

Total $10,069,777
C.PITAY, OUTL.LYS

Lond or Land Rights 29,534
Building and Improvoe

nonts 65,891
Equipment 149,144

Total Rhdyy 569

$ 5,462,401 & 6,235,750 14%

250,093
94337
396,875

53 143
LJ,2)3
bO 112
?5),6 5
57,403

4- 9,(-’13
1,446,202
410,016
101,079

105,146

80,361
1,200

166,369
$ by 463 719

12,049
by 478 4 091

2,007,466
1,932,568
5,501,996
2,196,183

69,625
1 114,6?9
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312,949
11,217
456,176

59,269
230,876
3/1—,431
204,711
(36 ()()5
530 659
1,494,140
455,078
103, 557

107,782

481 s 317—/4-
1,3%0

143,092
4,763, 666

11,813

1,965,812
2,816,019
5,737,015

2,205,170

53,268
1,143,733

$17,3%4,611 $18,947,438

‘ 33972

81,633
258,707

349,313

1,168

210,253
215,960

427,38

25
20
14

12
11
5
(19)
51
21
3
11
2

(81)
158

110
R32

55

31
171

83
(96)

219
45

75




TBLE XX (CONTINUED)
GENERAT, FUND

1942 ) 1948 194, , % Ing, In

Y > "9 (aBege hdg

TOTAL OPER.LTING EXPENDITURE $16,397,751  $27,590,134 $30,374,234 10 85
Débt Retiremont 360,000 45,000 45,000 00 (88)

NON-RECURRING EPENDITURE 360,026 N mrrarn — -
Deductions e cmmee o i e

TOTLL EXPENDITURDS $17,117,777 $27,635,134 $30,419,234  10% 825

SOURCE: Expenditure Figurcs from Departmont of Finnnec Lnnual Reports

( ) indicotes % docronse,
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Table «Xi shows thege gome erpeaditures for 1).x ool M4l vodveed o o ot-.aderd
dollar, that of 1940, Naturally, a cumparisen of Tablo XX and XXT i atos vhat

much of the increase n stabe oxpenditurea can be f‘trvblth to the rise in the cost
of living. 4s the dollar hap declined in volue, it liag beon necnggary to rollsct
price inflation in larger state cuponditures sco that the seme quantity and qurlity
of gervices could be continued,

When corrections are madce for changes in the price lev01; peyments from the
General. Fund Jor salaries and wages increaosed only 27 per cent, or 3.4 per cent
ennually, Operating exponsos were up 2L per centy or less than 3 per cent a year;
but grants, subsidies, and pensiong, up 30 per cent, registered the largest increase,
Copital outlays showed the least change, with an expansion of 20 per cent, Tobal
operating expenses, closely perelleled peyments for salaries and weges, and rose
28 per cent,

Both the adjusted and unadjusted general fund erpenditurcos clagsified by
character and object reveal an inferesting tendency. State paymonts to municlpeli-
ties or individuale, such as educetional grante or assislance payments, have
increagsed more rapidly than the expenditures for solaries and cother current operat-
ing expenses,

Cepital itvems are relatively unimportant in general fund expenditures because
in recent years they have been largely finenced by apnropriabtions from the surplus,
The coubined expenditures for capital 1hems from both the unappropriated surplus and
the General Fund were 245,000 in 1942 and $1 million in 1949, an increase of 323
per cent, On an adjusted basis the payments were 210,000 and $612,000, an increase
of 191 per cent. In 1949, 3 poer cent of all expeunditures from surplus and gensral
fund was for capital ltems, and this figure was Lyplcal of the average posi-war
experience,

Since the virtual exhaustlon of the unappropriated purplus has eliminated this
convenient gource of funds for expenditures of a capital nature, the state should

undertake a progrom of capital budgeting, with proper provisions for the financing




TABLE XXI

GENERAL FUND
Comparative Statement of Expenditures, by Character and Object, for Fiscal Years
1842 and 1949

1942 Expend.

1949 Expend,

1942 Expend.,
1210 Dollars

1949 Expend.,

1240 Decllars

% Increase
1240 Dollars

PEHSUNAL SERVIUES

Salaries and Vages
OTHER CURRENT EXPENDITUZES

3 3,373,729

Professicnal Fees, Sgrvices 115,687
Travelinz ExXpenses 311,833
Operation of Syate Autos. 22,836
Operation of State Veh,, Planes, Boats 17,285

tility Sexvices 133, 188
Rents 50, 680
Repairs 101, 326
Insurance 10,912
General Operating Expense 377,968
Foods 571, 379
Fuel 192,771
Office Supplies 73,30
Clothing and Clothing Materials 65,476
Other Dep't. & Instit. Supplies 403,218
Bond Interest 63,850
Contrib, & Transfers to Other Funds 734547

Total $ 24709,676
GRANTS, SUBSIDIES, HENSIONS

Grants to Federal Govermment 61,618
Grants to Cities, Tarns 1,915,991
rants to Pyb., Priv., Organizations 934,776
Grants to Indiv, for Aid to Dep. Child. 817,459
Grants to Indiv, for Old Age Agsist. 3,711,894
Grants to Indiv. for Agsiste. & Relief 2,137,777
Miscellaneocus Grants to Indiv, 40,650
Pensions 421,612
Total $10,069,777

3 6,235,750

512,949
456,176
11,217
59,289
230,876
84,4531
201,711
£6,885
530, 659
1,494,140
455, 073
103, 557
107,862
481, 374
1,350
113,092

$ 1,763,666

11,5153

$18,917,128

3 2,901,744

126,165
270, 7688
1¢,611
14,867
110, 625
69,395
87,150
35,211
325,090
491,443
165,802
63,114
56, 315
346,808
54,917
63,258

5 2,330,592

52,998
1,646,224
804,001
728,899
3,192, 600
1,838,702
34,563
362, 628

4 8,651,015

136,617
50,034
121, 312
51,4188
314,469
8ss, 427
269,679
61, 368
63, 931
265,252
800
1,79

$ 2,822,048

$ 11,228,252

(18.72)
86. 90

29.64%




TABLE XXI (continued)
GENERAL FUND
Comparative Statement of Expenditures, by Character and Cbject, for Fiscal Years 1812 & 1949

1812 Expend.

1942 Expend., 1949 Expend.; % Increase
1910 Dollars 1910 Dollars 1810 Dollars

CAPITAL OUTLAYS
Land or Land Rights
Buildings and Improvements
Equipment

Total

TOTAL OPERATING EXPENDITURE
Debt Retirement
Non-recurring Expenditures

TOTAL EXPENDITURES

$  29,5%
65,891
119,114
5 244,569
$16, 397,751
350,000
360,026
517,117,777

3 1,168
210,253
215, 950

$ 427,31

330,371,254

15,000

$30, 119,234

SQOURCE: Expenditure Figures fom Department of Finance

Annual Reports,

3 25,102 & 692 ( 97.28)
56,673 121,596 119.85

128,279 127, 967 ( +25)

8 210,350 § 253,266 20, 39%

$14,103706  $17, 995,771 27, 62%

308, 636 26,667 ( $1.39)
309, 658 _— —

314,723,000 $18,026,4 22, 43%

( ) Indicates % Decrease.
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of capital items,
TABLEAXXIT
EXPENDITURES FOR CAPITAL ITEMS
1942-1949
Percent of total
Total expenditures expenditures from

B Year for capital items _8urplus and general fund

1942 & 244y 569 Lo b

1943 147 4456 0.9

1944 245,921 1.3

1945 2144234 1,1

1946 506,130 2.2

1947 1,758,109 6ol

19438 1,443,968 20

1949 1,033,578 343

. - B i S e b ar——— L bt

Perhaps even more interesting than the character and object classifications
is an analysis of general fund outlay in terms of activities, 1In the decads,
1941-1950, the cost of general administration increased 34 per cent from &1 million
to Ble4 million;l? protection of persons and property, 153 per cent from %441 ,000
to $1.1 million; development and conservation, 97 per cent from $749,000 to $1l.5
million; and health and sanitation, 169 per cent from {127,000 to $340,000, The
bulk of state expenditure, however, is for welfare, institutions, and education,

In 1941 welfare and charities involved a total sum of &7 million, and in 1950 the
payments had more than doubled to $14 million, Once an unimportant state function,
education has now become an important financial responsibility of the State, The
expansion of state grants lo municipalities for education was largely responsible
for the decilded increase in expenditures for education and libraries, which were
up 136 per.cent to a total of $8 million., Institutional costs have risen but not
spectacularly; expenditures for charitable institutions increased 110 per cent;
thoge for correctional institutions, 98 per ocent; and those for hospitals and
sonitoriums, 127 per cent, Payments for recreation and parks, a new but expanding
program, increased from $13,000 to {92,000, or 599 per cent, Total expenditures

S vu e wa @i

1. This figuvre is. definitely distorted because it compares a legislative with
a non-legislative year,




TAELE
GENERAL TFUND

SUMMARY OF EXPENDITURLES (1941-1945)

~WAR PERIOD

. - Per Cent Per (Cent Per Cent Per Cent
‘Expenditures 1941 1942 Increase 1943 Increase 1944 Increase 1945 Increase
Decrease Decrease ) Decrease Decrease
General Adminis. $ 1,065,919 § 864,055 (1S%) $ 1,055,313 22% $ 935,673 @l%) $ 1,210,080 29%
Protection of Persons »
& Property 40,622 375,963 (18 ) . 473,640 26 512,677 8 473,452 (8)
Development of Conserv.
of Nat. Res. 1,260,013 1,154,355 53 618,083 (21) 1,120,985 22 1,256,814 12
Health & Sanitation 126,518 142,382 13 161,536 13 164,631 2 182,757 11
Welfare & Charities 7,008,825 7,321,057 5 7,450,831 1 7,811,989 5 8,463%,S24 g
Institutions
State Hospitals
& Sans. 1,522,926 1,731,911 7 1,819,537 5 2,128,655 17 2,054,408 ( 4)
Correctional 536,887 €15, 156 15 528,242 (12) 723,135 37 777,550 7 1
Charitable 70,750 75,996 7 73,708 3 60,195 9 80,511
Fducation & Libraries 5,389,173 5,651,905 8 3,738,886 3 4,308,884 15 4,506,731 5
Recreation & Parks 13,154 25,225 82 21,647 (14) 21,82t 15 24,41 ( 2)
¥iscellaneous 22,732 773,353 223 4,868 (93) 13,301 790 4,383  (90)
Unemploy. Adminis 176,823 35,902 ( 25) 239,802 (33) _— —_— — —-—
Contrib. &
Transfers 116,582 C 139,742 20 427,308 205 485,683 12 478,297 ( 2)
Refund of R.R. &
Teleg. Tax 139,193 92,935 ( 33) 67,585 5 — — — ——
Debt Service :
Principal 215,000 360,000 87 245,000 (32) 220,000 (10) 145,000  {34)
Interest 10, 187 . 63,850 58 45,150 (23) 38,050 (23) 25,700 (32)
TCTAL -~ -
EXPENDITURES $16,547,772 $17,117,777 3%  $17,303,247 2% 318,599,715 7%  $15,666,821 6%

1. Fish and Game and Unemployment Administration
expenditures deducted from 1211 in calculating
percentages.

{ ) indicates decrease




(Continued)
TABLE
GINERAL FUND
SUMMARY OF EXPENDITURES (1946-1S50)
Post-War Years

Expenditures 1946 Per Cent  qga7 Per Cent 1948 Per Cent 1949 Per Cent 1850 Per Cent Per Cent
Increase Increase Increase Increase Increase Increase
, Decrease Decrease Decrease Decrease Decrease 1941-50

Ceneral Adminis. $1,152,635 (5)% b 1,596,854 39% § 1,316,926 (17)% } 1,756,795 339 % 1,437,302 (18)g 344

Protection of Persons : ’

& Property 888,187 15 563,207 {i5) 1,024,796 76 732,136 (29) 1,114,100 52 153

Development of Conserv,

of Nat. Res. 1,562,391 24 1,992,032 27 1,149,137 ( 42) 1,171,551 2 1, :92,72¢ 27 o7

Health & Sgnitation 233,785 28 300,677 29 308,215 3, 294,371 { 5) 340, 354 18 189

Welfare & Charaties 9,510,382 10 10,929,656 17 10,877,322 < 12,148,492 14 14,265,290 15 104

Institutions
State Hosgpitals :

& Sgns. 2,132,987 18 2,986,841 23 3,289,405 10 3,632,479 10 3,427,529 1 127
Correctional 877,158 13 1,007,824 15 1,019,588 1 1,108,182 8 203,757 ( 4) 98
Charitable 9¢,394 23 189,024 ©0 203,066 7 1 217,669 7 148,345 (32) 110

Education & Libraries 5,684,506 26 6,486,171 14 7,200,527 11 7,756,757 g 8,010,290 3 136

Recreation & Parks 14,371 82 51,03L 15 62,866 23 127,589 103 81,897 (28) 599

Miscellaneous 39,134 797 8,142 (79) 7,844 4 4,413  (44) 10,800 145 (52)

t Unemploy, Adminis. — - — — —_— —_ — — — —_— —
Contrib. & Transfers 514,252 8 583,295 1C 1,127,812 100 1,121,451 1 1,321,359 2% 993
Refund of Re R. &

Teleg. TaXe - - - —_ —_— - —— _— — - —

Debt Service
Principal 145,000 O 85,000 (3%) 45,000 (53) 45,000 0 45,000 0 (79
Interest 24,100 ((8) 7,250 (70) 1,800 (75) 1,35C (25) 800 (33) (98)
TOTAL
EXPENDITURES $22,808,298 15% 328,797,006, £17% $27,635,134 3% $30,419,234 10% $32,750,053 9% (1041%

( ) indicates decrease

l. Fish and Game and Unemployment Administration expenditures
deducted from 1941 in calculating percentages.
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were up 104 per cent in this period, or if unemployment administration and the re=-
fund of railroad and telephone and telegraph taxecs are omitted from the 1941 base,
106 per cent,

Table ZXIV shows general fund expenditures by activities adjusted to a standerd
dollar, that of 1940, Total expenditures rose 33 per cent in the decade, Specifis-
cally general administration rose very slightly -- the decrease in 1950 is partly
due to the fact ﬁhat it was a non-legislative ycar and hence only the expenscs of
the special segsion are included, Welfare and charities and development and
conservation increased 27 and 23 per cent respectively. The greatest increment in
costs, 338 per cent, was for recreation and parks; at the other extrome correctional
institutional costs were only up 24 per cent, as compared with 35 per cent for :
hogpitals and sanitoriums and 31 per cent for charitable institutions, Finally,
health and sanitation payments incrcased by 68 por cent, and education. and libra-
ries, by 48 per cent,

As a result of World Var IT, highway costs in the last decade. have shown a
vide fluctuation, but since 1944 they have more than doubled, Total oxpenditures
in the period 1941 to 1950 rose from $12,4 million to $R24.3 million, but if we
exclude payments for debt service, miscellaneous items, and contributions and trans-
fers, charges jumped from $9,5 million to {22 million, or 132 per cent,

Payments for general administration increasged 119 per cent; those for pro-
tection of persons and property, 138 per cent, As one might anticipate, expendi-
tures for snow removal and sanding are becoming increasingly important. They rose
from $895,000 to $2.2 million, 149 per cent, while expenditures for highways and
bridges increased 131 per cent from $7,8 million to $18,1 million,

Adjusted to a standard dollar, highway expenditurcs showed a less spectacular
rate of growth, Total cxpenditures were up 22 per cent, but more significant was
 the 45 per cent increase in payments for general administration, protection of

persons and property, highveys and bridges, and snow removal and sanding, In this




TABLE XXIV
GENERAL FUND
SUMMARY OF 1941, 1945 and 1850 EXPENDITURES
EXPRESSED IN 1840 DOLLARS

Per Cent Per Cent
Expenditures 1941 Expenditures 184S Expenditures Increase 195C Expenditures Increase
1941-49 1541-30
General Administraticn $ 1,019,098 $ 1,041,076 2.13% 3 857,206 (15.69%)
Protection o Persons & Property 412,892 625,236 48,97 664,449 58,31
Development & Conservation of 1 '

Natural Resocurces 725,298 695,038 ( 3.79) 820,283 23,08
Health and Sanitation 120, 508 174,444 44,73 202,987 68,45
Welfare and Charities 6,675,906 7 675,v7 52 10. 560 8,507,819 27,44
Institutions ' z

State Hospitals & Sanitoriums 1,545,904 2,152,607 39,22 2,086,165 34.24

Correctional 511,385 655,523 28,16 539,001 23,89

Charitable 67,389 ©128,990 91, 87 88,475 31, 30
Education and Lijbraries 3,226,282 4,596,654 42,45 4,777,337 48,07
Recreation and Parks 12,529 75,608 500,49 54,807 337,72
Miscellen eous 21,552 2,615 (87.93) 6,441  ( 70,286)

Unemployment Administration — — — T e —

Contributions and Transfers 111,044 6”4 571 488, 37 822 ,8C6 647,29

Refund of Railroad & Telegraph

Tax — —_— —— — -

Debt Service _

Principal 204,787 26,667 (86,99) 26,838  ( 86.90)

Interest 38,564 800 (97.93) 537 ( 98.61)

TOTAL EXPENDITURES $14,688,585 $18,026,438 22, 72% 9,532,132 32.97%

le Inlend Fish and Game expenditures omitted,
20 Worid War Assistance included in Welfare and Charltles,

( ) indicates decrease.
3e. Adjusted for state farm expenditures.




TABLE .
HIGHWAY FUND
SUMMARY OF EXPEWDITURES (1941-1945)

-~ =NAR PERIOD
Expenditures 1941 1942  Per Cent 1943 Per Cent 1944  Per Cent 1945 Per Cent
. Increase Increase Increase Increase
Decrease Decrease Decrease Decrease
General Administration $ 415,500 $ 414,479 ( )l b 407,470 (2) 5 429,972 6% 3 422,523 ( 2%
Protection of Persons,

& Property 357,307 341,446 1 32¢,818 ( 3) 375,801 13 3¢6, 327 6
Highways & Bridges 7,841,292 7,882,016 ( )l 4,492,842 (43) 4,871,618 g 4,602,335 (1)
Snow Remcval & Sanding 865,092 854,854 ( 5) 1,110,128 30 1,184,016 7 1,347,563 14

Sub Tetal 9,488, 3¢1 $,493, 395 l 6,540,258 (33) 86,855,407 8 6, 938,545 2
Miscellaneous 58,432 54,551 6 37,286 (32) 37,763 1 5¢,462 57
Contributions & Transfers 212,695 1,281 (76) 42,095 (18) 97,257 131 8,851 2
Debt Service

Principal 1,653,000 1,202,000 (35) 1,824,000 51 2,074,000 14 1,774,000 ( 14)

Interest 805,932 741,082 ( 8) 679,018 ( 8) 515,495 (%) 552,723 ( 10

TOTAL EXPENDITU.ES $12,419,452 $12,549,389 1% 38,022,837 (29%) 39,684,923 9% 39,453,884 ( 2%)

(

l. Iess than 1

Z.

). Indicates decrease.




E i mued
TABER , pyffontinued)
SUMMARY OF EXPENDITURES (I94B-1950)
POST-WAR PERIOCD

Per Cent Per Cent Per Cent Per Cent Per Cent Per Cent
Expenditures 1846 Increase 1947 Increase 1948 Increase 1949 Increase 1950 Imcrease Increase
Decrease Decrease Decrease Decrease Decrease 19%1-1G50
General Adminis- 5 458,588 9% 5 594,195 30% % 625,164 54 ¢ £16,847 1% 3 911,533 112% 13i9%
tration
Protection of Per-
sons & Property 416,750 S 569, 920 37 529,912 11 644,766 2 801,653 24 138
Highways & Bridges 6,085,017 25 10, 323,282 70 11,283,797 28 17,611,858 23 18,101,634 3 131
Snow Removal & Sand-
ing 1,858,746 23 1,835,82%¢ 11 2,009,988 9 1,849,784 ( 8) 2,227,562 20 14¢
Sub Total 8,592,101 23 13,324,221 55 17,548,861 32 20,923,055 19 22,045,402 5 132
Miscellaneous 107,60% 81 72,820 (32) 69,557 ( 4) 69,565 I 44,389  (36) ( 24)
Contributions & '
Transfers 162,185 54 158,741 ( 2) 206,941 38 215,160 4 259,896 21 22
Debt Service : 1
Principal 1,721,000( 3) 1,729,000 1 1,729,000 1 1,629,000 ( 86) 1,629,000 1 ( 12)
Interest 496,700(10) 441,428 (1) 386,705 (12) 531,983 (14) 280,261 ( 16) { 65)
TOTAL $11,089,591 17% J15,726,210 42% $19,941,064 27% 23,168,764 16% 324,258,948 5% 95%

EXPENDITURES

ls Less than 1%

( )» Indicates decrease.




TABLE XXV
HIGHWAY FUND
SUMMARY OF 1941, 1949, and 1950 EXPENDITURES
EXPRESSED IN 1910 DOLLARS

Per Cent Per Cent
Expenditures 1941 Expenditures 194S Expenditures Increase 1950 Expenditures Increase
1941-49 1941-50
General Administration 3 395,764 $ 484,063 22, 31% $ 543,638 37.36%
Protection of Persons, Property 321,475 382,088 18,85 478,106 48.72
Highway, Bridges 7,468,831 10,436,668 3C.73 10,797,604 44,56
Snow Removal & Sgnding 852,575 1,096,181 28,57 1,328,530 55.82
Sub-total 9,038,645 12,399,020 37,17 13,146,878 45,47
fiscellaneous 55,656 41,224 {25.94) 26,473 (52.44)
Contributions and Transfers 202,582 127,504 (37.07) 155,002 (23.50)
Debt Service
Principal 1,755,982 965, 345 (45, 34) 971,538 (44.99)
Interest 767,650 196,733 (74.38) 167,148 (78.23)
TOTAL EXPENDITURES $11,828, 528 $13,729,809 18.08% $14,468,037 224 30%

( ) indicates decrease.




TaBln ¥XXVIT
SPECILL REVENUE FUND
SUMMARY CF EXPENDITURES (7941— 3;5;
War Years

) o _ Per Cent ) Per Cent Per C.nt Per C-n®
Lxpenditures 111 1842 Increase 1213 Increasse 1914 Incre;se 19;:5 “norease
Decrease Dacrease Decrease ] Decrease
Gereral .aminiscration 3 $  5,e2i —% 5 Z0,7Rz [ 2.98%) » dk,odn 3.80% 5 96,308 [1:.28my,
Protection of Persons & :
Property 73,695 TR, 082 1,85 V3,518 5.83 91,751 15,38 2., 8 2.92

Development & Conservation

of Natural Rasources 301,080 471,297 CELO2 518,765 10,01 5 584 38,17 G 5.4238 7 1,87)
Health and Sanitation 256,846 228,755 17w 207 B27 3.21 ;Ol 313 31,8% 162,811 23.78
Welfare and Charities 17,158 2,351 2£,88 27,u19 52.82 27,&68 1.5% L0181 121.08)
RPocreation, Parks : = .

Stete Parli Commission — —-— — - —_— — — — e
Institutions .

State Hospitals and

Sanitori 17,725 55,273 8. 758 29,179 (52.84%) 27,880  ( 6,11} 21,376 (5e.55)

COrrtCthﬁ&; e — —— ——— _— — —— — —
Fducation and Libraries 331,612 781,535 135.3% 706,604 ( S.58) 529,600  (25.u%) 357,663 (32.47)
Inemuoyment Compensation

Ccuniscion - ——— o — — 219,118 — 213,187 { 2.38)
fentr  Botl ons L Tevioeoas 2,700 — —— 9, 328 — 21,502 13C.51 19,1C8 (ii.14)
TOTAL BXTRITDITURES 1S NEE, 808 BL,TIT,ECE 86.¢8% 31,709,093 2,187 #2,079,E01 21.87 51,935,295 ( 5.93%"

( ) Incicntes % Dgcrease.




(Continued)
TABLE XXVII
SPECIAL REVENUE FUND
SUMMLRY OF EXPENDITURES (1916-1850)
Post-War Years

Per Cant Per Cent Pér Cent Per Cent Per Cent Per Cent
1918 Increzse 1817 Increase 1218 Increase 181¢ Increase 1050 Increase Increase
Decrease Decrease _ Decrease Decrease Decrease ! 11-150
Generml Administration 3 18,343 33% $ 55,012 14% & . 65,808 25¢ § 53,750 78% 5 52,268 ( 3%) -— %
Protection of Persons & 1
Property 94, 309 168,915 79 189,113 12 167,148 (12) 214,378 16 232
Development & Conservation :
of Natural Resources 720,827 2 960,608 33 2,211,955 130 2,397,705 8 2,518,350 5 728
Health and Sanitation 561,838 14 549, 5417 ( 3) 488,173 (11) 475,329 ( 3) 502,013 8 95
Welfare and Charities 26,613 28 32,472 21 46,259 1l 72,711 57 47,633 ( 34) 178
Recreation, Parks ’
tate Park Commission — — —_—— = 2,735 ——- 806 (71) 2,381 198 -
Institutions
State Hospitals and
Sanitvoriums — — 1,125 - — —— 1,125 -—- — -
Correctional — —— — - —_— —— —_— = —_— —— ——
Education and Ljbraries 100,185 (72) 326,241 327 401,201 ( 6) 439,414 9 484,461 10 46
Unemployment Compensation ’

Commission 330,979 55 733,378 122 93%,823 27 914,531 ( 2) 1,070,38¢ 17 -
Contributions & Transfers 22,8 18 81,014 260 68,713 15 99,737 45 98,487 ( 1) 3,546
TOTAL EXPENDITURES 31,908,581 ( 2)% 33,011,043 58% $i,411,946 47% 3i,822,380 5% 55,020,388 9%  286%

SUURCE: Department of Finance ( ) indicates % decrease.

1. Less than 1 per cents




TABLE XXVIII
SPECIAL REVENUE FUND
SUMMARY OF 1941, 184S and 1950 EXPENDITURES
EXPRESSED IN 1940 DCLIARS

‘ Per Cent Per Cent
Expenditures 1941 Expenditures 1949 Expenditures  Increase 1950 Expenditures Increase
1941-49 1941-50
General Administration 3 e $ 31,852 —— 5 31,183 s e——
Protection of Persons &
Prop. 70,185 99,052 41,10 145,747 107.54
Devel, & Conserv. of
Nat, Resources 289,836 1,420,880 390, 57 1,501,944 418,57
Health & Sanitation 244,741 281,880 15,0 299,401 22,33
Welfare and Charities 16,343 43,088 163.64 28,408 75.84
Recreation, Parks
State Park Comm. — 472 ———— 1,426 —
Institutions :

State Hospitals & Sans. 45,458 687 ( 98.54) _— —
Correctional S —— —— -— —
Education and Libraries 315,8E9 260, 597 ( 17,57) 288,933 ( 8.54)

Unemploy. Ccmpensation Comm. ——— 542,012 —_—— 638,380 -
Contributions & Transfers 2,572 59,104 2,197,97 58,738 2,184.83
TOTAL EXPENDITURES 5 984,835 52,739,210 178,13 $2,994,159 204,02

o
N

indicates decrease,
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group, payments for highways and bridges jumped 45 per cent and those for snow
renovhl and sanding, 56 per cent, While highway debt service charges declined,
all other items show a significant increase on both an adjusted and unadjusted
basis,

Expenditures from the Special Revenue Fund are not of particular concern to
the Tax Revision Committee bécause they reprosent activitics which are very largely
self-gupporting, but Tables XXVII and XXVIII are included so that the oxperience
with this Fund over the last dccade could be compared with that of the Highway or
the General Fund,

Expenditures for general government.

The increasc in state expenditures has not been extreme, however, when meosur-
ed by the experience of other states, Table XXIX indicates that in the post war
period, general state expenditures for Maine rose 77 per cent as compared with 95
per cent for the total expenditures for all forty-eight stetes, In fact, only
8 states, Connecticut, Indiana, Massachusetts, New Jersey, New Yorlk, North Carolina,
Rhode Island, and Uilsconsin reported a smaller rate of increase.

TABL:A m{IX

TOTAL GENERAL EXPLNDITURES BY STATE
1945-1949

(Amounts in Thousands)

- e deete s et A Skt Mo sHeRE T B AN AU R b A Xe edEl " ” g akear i tE e ahasn PI C

Percent

State , - Increase
| 1949 1948 1947 1946 1945 1949 over

e e U . -
Total...$11,782,420 $10,400,376 8,155,332 $6,454,80é— $6,029,257 95,42

Alabama...eesen 199,952 150,938 124,569 98,995 91,894 117,59
Arizona........ 71,317 63,824, 54,573 37,713 34,616 106,05
ATKANGAS seeeee 120,036 109,967 93,057 64,247 59,086 103.17
California «esss 1,170,053 943,861 691,699 559,210 539,439 116,90
Colorado ,.isie. 135,319, 121,438 95 437 67,618 61,250 120,92
Connecticut ..., 152,595 171,113 123,544 94,931 88,762 71,91
Delawvare ...ee.o 28,070 24,846 19,605 16,083 14,699 91,06
Floridas.esseees 225,164 199,920 159,728 110,318 96,265 133,90
Georgia secveser 181,950 157,298 141,791 100,271 93,242 05,13
Idaho. crcecase e 45, 977 41,106 37,18 24, 547 22, 518 104«.24
I114n018 4evrens 681,475 705,730 399,689 319,599 303,362 124,64

Indiona eesesess 246,221 R14, 549 177,215 149,626 149,936 64,22
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TABLE XXIX CONTINUED
TOTAL GENERAL FEXPELDITURES BY STATE 1945-1949
(Amounts in Thousands)

State

' Percent

1949 1948 1947 1946 1945 change
1949 over

1948

Totalesooo$11,782,420 $10,400,376 8,155,332 $6,454,8061 $6,020,257 95442

Py

Tovleosooesnses
KansaSseeosesss
Kentuckyeoeoooo
LOUiSianaeaoobo
Maineo.”.na‘.o
Marylandeessaso
Massachusetts,,
Michiganeeivesos
Minnesotasesses
Mississippiseso
Missouri ,...60
Montana esecoaa
Nebraskaseeoooo
NeVada. evidcace
New Hampshire,,
Noew Jerseyecs.o
New Mexicoeosoe
New YorKeeooooo
North Carolina,
North Dakota...
Ohian svconvcse 6
Oklahoma e o ee oo o
Oregona ces 00000
Pennsylvania, ..
Rhode Island

South Carolina,
South Dakots,. .
Tennesseeyecse
TGX&S.“»aao 0860
Utahoeec\eoa‘avae
Vormonteesosasso
Virginia@ ecavee
Washingtonseoeo e
West Virginia,.
Wicconsingeeose
Wyoming. ceocenon o

1 Revised.,

- e semde an.

188,436 168,698 132,651 99,318 95,466 97,39
132,385 126,475 101,129 79,579 68,352 93.68
148,268 131,235 103,908 79,087 73,134 102,74
385,235 211,866 173,899 131,806 133,844 187.83
71,205 62,378 55,369 by, B15 40,329 76,59
174,967 139,269 101,043 85,572 84,905 106,08
322,479 299,242 350,961 233,313 190,357 69441
637,463 736,572 483,348 398,305 284,714, 123,89
239,635 201,989 163,119 130,893 128,808 86,05
135,386 126,905 93,85 64,533 61,114 121,54
255,483 211,001 175,149 140,4121 131,354 94,50
53,945 43,750 37,537 27,933 25,953 107.87
77,390 77,856 60,601 45,468 41,960 84,43
19,620 17,582 15,249 8,767 8,402 133,54
4,115 38,310 32,277 25,048 22,041, 100,14
257,130 290,579 265,236 233,706 228,980 12,29
69,432 61,464 51,977 35,777 27,569 151,92
1,242,259 1,267,580 907,040 739,626 739,279  68.03
269,291 225,051 195,341 142,784 179,058 50439
47,740 42,285 32,790 24,862 24,753  92.88
723,551 429,06/, 372,305 332,031 338,773 113,58
225,732 191,959 161,729 124,303 111,013 103,34
154,807 133,694 99,596 76,476 69,710 122,06
679,997 574, 826 491,263 415,792 352,919 92,68
57,602 59, 598 58,895 40,113 38,653 49.03
146,438 132,051 1064360 81,4227 64,513 126,99
49,020 bby115 30,231 20,767 19,483 151,62
223,320 188,368 123,700 98,036 92,829 140,65
441,915 348,068 272,250 231,393 223,291 97,90
69,133 61,38/ 53,449 40,180 37,995 81,97
32,065 27,869 22,353 18,599 14,415 122,50
183,345 176,403 156,704, 114,328 96,527 89,95
325,148 267,150 257,701 176,207 159,649 103,67
150,848 133,223 101,791 89,288 83,455 80,76
258,461 222,687 179,946 153,165 169,251 52,70
30,983 23,440 16,491 12,059 11,340 173,19

2 Includes 318,814 thousand, amount of public utilities franchise and gross
receipts taxes levied by the State and locally collected and retained, In
reports for 1944 and prior years, these taxes were classified by the Bureau
of the Census as local taxes, and the amount of collections wag not included
as State revenue or as state expenditure, SOURCES: Summary of State

Government, Finances_in 1949, 1945 ond Jompendiun of State Goyernment Finances in
1947 Bureau of the Census, U.3, Department of Commerce, Vashington, D0,




Per capita expenditures

There are no available figures as to the total of local expenditures, so we
must confine our analysis to the state level, although the data is only roughly
comparable,

In 1949, Maine was third among the New Sngland states in total general ex-

TABLE XXX
Per Capita General Ixpenditures
1949
(exclusive of Debt Retirement)
Rank . ‘
Total Rank Order  Operation Order Ald to Losal  Rank Order
State Expenditures_ in the UsS. Expenditures in UsS. Government dn Us S
Maine  $77.15 22 $45497 12§ 9,09 42
Conn, 73,82 27 43,88 15 10460 42
Mass . 3686 32 24,03 LR 28,96 12
N, H, 80,78 13 4845 10 7424 47
R, I, 75,00 26 40,60 21 14,81 35
Vte 86,49 16 4840 11 144362 36
Ue S,
Average 79,56 34.23 2440

SOURCE: Bureau of the Census, Compendium of State Government
Finances in 1949

penditures per capita and 22nd in the United States. 1In the New England area
New Hampshire and Vermont surpassed Maine in state expendituresy It is interest-
ing that all New England states,; except Massachusetts, rank high in the expendi-
tures for operations Massachusetts is also atypical of the area in its high per
capita grants for local government, There are, hovever, only fivec states; of
which one is New Hampshire, which provide less state aid to municipalities than
does Malne, The result is that the local property tax is c¢olled upon to bear a
heavier share of governmental costs in Maine,

General expenditures for operation reveal that Maine spends more for high-
vays and welfare and lecss for education in comparison with the other forty-eight

states,
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TABLE XXXI
SELLCTED REXPENDITURES POR OPERATION
(1949)
Rank Rank Rank
State Bducation Order Highways Order Welfare Order
U, S, ' ‘
Average 35,19 $ 3.77 $ 3,99
Maine 4o58 34 12,33 3 12,40 15
Conn, 476 32 8.85 9 8,47 27
Mass 1.64 L8 3.22 31 1.53 35
N.H, 6,30 19 9,20 7 11,33 21
R.I, 3.97 37 3.03 34 13,14 11
Vt, 3,67 40 13,32 2 11,04 22

SOURCE: Bureau of the Census, Compgendium of State Government Finances
in 1949

Currently the State of Maine is spending more than its income,

As we have already noted, the revenues and expenditures of the State of Maine
must be analyzed in terms of three major funds, isc., General, Highway, and Special
Revenue Funds, The concern of this committee is primarily with the first of these,
but some data were collectod on the other two,

First, with the exception of one year, 1948, in which the revenue of the De-
partment of Inland Fish and Game was seriously reduced by the forest fires in the
fall of 1947, the Special Revenue Fund has enjoyed an excess of revenue over

expenditures, This fund appears to be in a sound condition, but any unusual

TABLE XXXII
SPECIAL REVENUE FUNDS

Year Revenue Expenditures lixcess of Revenue
: over expenditurcs

1941 $1,235,395 $ 1,033,948 B 201,447

1942 1,774,935 1,747,204 27,730

1943 1,789,657 1,709,093 80, 564

1944, 2,178,796 2,079,501 99,295

1945 2,060,134 1,956,295 103,839

1946 1,999,294 1,908,584 90,711

1947 3,062,034 3,011,043 50,991

1948 3,991,637 4 s411 4946 (420,309)

1949 4,937,208 44,622,360 314,847

1950 5,187,946 5,020,388 167,558



circumstances, such as the forest fircs of 1947, which affect special fund revenuc,
can materially change the present favorable outlook,

Second, the Highway Fund is in a lcss satisfactory condition than the Special
Revenue Fund, Even with the incrcasc of the gas tax from 4 to 6 cents per gallon
in 1948, the fund is unablo to support the present level of activities. On the
contrary, in thrce out of the last fivec years, its coxpenditures have oxceeded
revenuc, and the Fund is at present so short of cash that the Federal Government
has advanced $500,000 for revolving fund purposes, It appcars that highway:

services must be reduced, or highway rcvenue must be incrcased still further,
TABLE XXXTIIT
HIGHVAY REVENUE FUND

Excess of

Rovenue over
Year Revenue Exponditures Expenditures
1941 $ 12,284,197 $ 12,419,452 (135,255)
1942 12,090,706 12,549,389 (458,682)
1943 10,392,639 8,922,637 1,470,000
1944 9,571,043 9,684,923 113,880
1945 9,698,449 9,453,884 Rldyy 565
1946 11,381,384 11,089, 591 291,793
1947 15,211,073 15,726,210 (515,137)
1948 20,197,230 19,941,064 256,165
1949 22,264,553 23,168,764 (904,210
1950 23,985,712 24,258,948 (273,237

b

Third, an analysis of the General Fund is complicated by the fact that, during
the last decade, a surplus account was accumulated, Thus a discussion of this fund
must include transactions of both the General Fund and the unappropriated surplus,

Until the 1950 fiscal ycar the General Fund revenuce cxceeded expenditurces by
substantial amounts, This fortunate circumstance was at lcast partially due to the
fact that revenue emained at a high level after the war, IHowever, in 1950 the
picture was drastically altcred, and expenditures oxcceded rovenues by $496,000,

a diroet eonsoaueneo of the appropriation from surplus by the special scession of
tho 94th legislature of over $1 million for currcnt operations. In addition there

vas a balance of $953,597, which vas carried ovoer to the 1951 fiscal ycar and which




already has been heavily encumbered. Specifically, the increase in reserves for
authorized expenditures was $724,825. There 1s no question that the General Fund

is in serious financial straits,

TABLE XXXIV
GENERAL FUND

Excess of
revenue over

Year Revenue Txpenditures Expenditures
1941 % 17,087,295 16,547,772 $ 1,050,168
1942 19,362,134 17,177,777 2yRA44 4357
1943 20,769,446 17,303,247 3,466,199
1944, 22,433,561 18,599,715 3,833,846
1945 22,615,235 19,686,821 2,928,413
1946 24,355,085 R2,808,298 1,546,787
1947 R'7,592,318 26,797,006 - 795,312
1948 30,399,955 27,635,134 2,764,821
1949 31,144,189 30,419,234 724,954
1950 32,254,359 32,750,053 (495,694)

How serious can perhaps be best demonstrated by an examination of the appro-
priations from unappropriated surplus. Since 1943, the legislature,'has appro-
priated $20,6 million from surplus, mostly for non-recurring items and working
fund advances, but in 1950 the special session of the 94th Legislature appropriated
$3,140,800 for current expenses in welfare and education; $1,073,400 was to be
expended in the 1950 fiscal year and $2,067,400 in 1951, Thus, at the end of the
1951 fiscal year, unless current revenues increase appreciable = a not very likely
development under present conditionsln— the state's expoenses for current operations
will be at a level approximately $2 million over its anticipated revenue, This
figure is conservative bocause expenditures at the ond of the fiscal year aro
higher than the average for the period, and the state will, therefore, enter the
1951 year with a prospective deficit in excess of $2 million,

1, Running horse racing will bring in about $300,000 in 1950, but this
will not materially change the revenue outlook,
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4s we have pointed out, capital items in the last decade were often financed

surplus., Since 1943 approximately $6 million has been appropriated from sure

plus for non-recurring items, of which $3,2 million was for capital purposes, Over

the period of the last nine ycars, an average of $670,24/4 was appropriated annually

for none-recurring items,

TABLE XXXV

MPPROPRIATIONS FROM SURPLUS
1943-1950
( in Thousands )

VWorking  Bonds Publie
dppropriations capital called vorks
Year Surplus non-recurring advancces in advance reserve Othoer Operations
1943 84,694  $ e 61,395 § ~—- & e $ 160 5 --
1944 4,103 1,028 874 1,010 950 100 e
1945 5,767 785 572 e e 792 —
1946 3,195 1,829 425 765 990 - -
1947 3,368 55 54 714 v e - —
1948 6,146 e ey e — 525 -
1949 7,118 221 3 — - 150 -
1950 2,496 1,869 2,000 - o - 1,073
1951 e R46 ——— — e e 2,067
TOTLL $ 6,032 % 5,322 § 2,489 61,940 $1,667 % 3,140

1, & %2 million appropriation for operating capital

increases in the obligations of the Gencral Fund,

s

If tho history of state ecxpenditurcs has any meaning there will be further

We shall discuss this question

later, but a projection of the past rate of growth in state expenditures indicates

that an additional $900,000 will be requircd for the first yeoar of the next

biennium,

tho legislature may authorize oxpensive new programs,

Thus a congervative cstimate of General Fund needs would appear to be:

Opoerating expenses $2,000,000
Capital and non-

recurring items 600,000
Normal growth _...900,000
TOTAL $3,500,000

This figure could be increased still further by a number of factors,

First,

Second, while no one can
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predict what will happen to prices over the next two years, there has already been
a sufficient taste of inflation to rcsult in some incrcase in gtate expenditures,
A 10 per cent rise in the price level, if reflected completely in General Fund
oxpendituros, would mean an additional 33 million, Third, the Republican Party
platform contains a plank supporting the withdrawal by tho State from the property
tax, Realization of this plank would mcan a loss of rovenue to the State of
approximately $5 million,

To complicate the fiscal picture still further, there is uncertainty as to the
tind of war which we arc fighting, If we are entering a period of full scale
mobilization, state expenditures will be curtailed somewhat by shortages of per-
sonnel and material, and the need for revenue may be less pressing. On the other
hand, the tendency toward a further decline in the value of the dollar will be
almost fully reflected by the need for more revenue by the state, if this is a
period of limited mobilization,

It is obvious that additional revenue must be found for the General Fund, énd
since the unappropriated surplus is now exhausted, with the exception of the $2
million for operating capital, the legislature must increase current revenue either
by adopting new taxes or by raising the rates on those already being utilized,
Those who dispute the need of the state for additional revenue simply do not real-
ize the present condition of the General Fund,

The consolidated financial statement, including all funds, for the State shows
that in 1949 the state expended $60l’OOO more‘than its current revenue; as compared
with a surplus of $93,000 in 1949, The present inadequacy of the General and
Highway Funds is, therefore, reflected in the consolidated financial statements,

TABLE ZXXVI
CONSOLIDATED REVENUE AND EXPENDITURES

Excegss of roevenue over
Year Revenue Bxpenditures expenditures

1941 834,871,208 433,010,334 51,860,874
1942 39,440,426 33,605,724 5,834,702




TABLE XXXVI
CONSOLIDATED REVENUE AND EXPENDITURES

{continued)

- Year Revenue Expenditures Excess of revenue over
Expenditures
1943 $42,335,835 $R8,742,931 $13,592,904
1944 42,775,080 30,440,533 12,334,547
1945 344,277,076 31,165,435 3,111,641
1946 37,757,518 35,700,261 2,057,257
1947 45,731,816 45,413,275 : 318,541
1948 54,394,957 51,993,381 2,401,576
1949 58,156,895 58,063,522 93,374
1950 61,210,063 61,811,435 (601,372)
Fact No. 4

Despite the great rise in governmental costs already experienced, it scems
likely that further increases are still ahead,

Vle have already indicated that state expenditures have been increasing at a
rate which to many spells economic disaster, yot reclism suggests that we have not
reached the end of this tendency for governmental costs to increase, Whether we
approve of the trend or not, there are very real and basic reasons why we continue
to spend more and more for government, These factors,rather than cxtravagance by
state and local officials and rather than a consuming desire on the part of the tax-
payer to pay more taxes, explain wny governmental costs have risen in the past and
will continue to rise in the future,

First, the present inflationary policies followed by the national government
moan that everything that we purchase costs more and governmental services are no
exceptions In this instance, we again have an cxample of the predominant role
played by federal fiscal policy and the impossiblilty of financial planning at the
state and local level without the support and cooperation of federal agencies,
Unfortunately, the costs of state and local governments are to a very considcrable
extent dictated by these external factors over which the citizens bf the state,
their legislative agents, and the state financial administrative agencies have
little direcect control,

We have already indicated that the rise in state and local costs over the last
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decade can be largely attributed to the inflation of prices. The high cost of
living is a factor that we are all keenly conscious of in our own porsonal budgets,
but we often ignore the fact that stato and local agencics are confronted by the
same type of pressurc, A 59 cont dollar cannot build am many miles of highways,
pay as many school teachers, or provide as much welfarc assistance as 100 cents
did in 1939, Table XZXVII shows what inflation has mcant to the costs of state
government since 1941 and what it will mean if tho present conflict with The USSR

results in a 50 cent dollar - unfortunatoly a very probable cventuality,

TABLE {:XVIII

Total statc

Cost of living Value of Total state cxpenditures

Year index the dollar Expenditures (1940 dollar)
1940 100,00 $ 1.00 .

1941, 104,499 0,9525 (533,010,334 $314442,343
1942 116,27 0,8601 33,605,724 28,904,283
1943 123,35 0,8107 28,742,931 23,301,89/
1944, 125425 067984 30,440,533 R4,,303,722
1945 128,14 07804 31,165,435 24,321,505
1946 139,02 0.7193 35,'700,261. 25,679,198
1947 158,88 0,629 45,413,275 28,583,115
1948 170,86 0,5853 51,993,381 30,431,726
1949 168,76 005926 58,063,522 34,408,443
1950 167,98 0, 59564 61,811,435 36,864,340
19~ 200 0,5000 61,811,435 30,905,717

v mama ook

SR

The effcctive increase in state servicesbetween 1941 and 1950, measured in

dollars, is tho diffcrence botween $31.4 and $36.8 million, 17 por cent, rather than
between $33 and $61.8 million, 88 por cont, It is intcresting to note that tho
state did not exceed its 1941 levels until 1949, and that a furthor decrease in the
value of the dollar to 50 cents, with no increase in state cxpenditurcs, would ra-
ducoe the present loveL/Ziate services below that of 1941,

Lot us illustrate what a 50 cent dollar would mean in terms of major activitics
and serviccs, In effect, it would result in an cffoctive decline of 17 per cent in

the dollar valuc of all statec scrvices, If the same level of cxpenditurcs was con-

tinued, thosc recciving welfare sorvices would suffcr a loss of over $2 million;




oducation grants would buy $700,000 less; and highways and bridges would bo curtailed

by over $3 million,
TABLE XXHIX
THE IMPACT OF INFLATION ON SPECIFIC SHERVICES

Service or Expenditures

activity Proscont cxpenditurcs 50 cent dollar
General administration $ 2,401,121 $ 2,000,934
Yroteetlion of Persons and
Property 2,160,131 1,800,109
Doveclopment & Conservation 4,011,079 3,342,566
Health, wclfare, and charatios 15,155,290 12,629,408
01d age assistance 74497 4864, 6,248,220
Aid to Dependent Children 3,646,619 3,038,849
General Assistance 2,285,170 1,904,308
Institutions 4y 550,031 3,791,693
Education and Libraries 8,494,751 7,078,959
Grants to citics & towns 4y 724,904 3,937,420
Highuays and Bridgcs 20,376,607 16,980,506
Highway construction 10,483,155 8,735,963
Highway maintcnance 5,617,921 4,681,601

Second, rising costs of govermment are a natural concomitant of a nation

vhich is growing., As the population increascs, thc demand for governmental scrvices

is likowise groeaterortunatoly,as the national income rises, largor sums may be
expended for government without any incrcase in cffort, TFor cxamplo, in 1941 the
State of Maine expended %33 million, which was 6.5 per cent of the $505 million
reported for individual income payments; in 1949 total cxpenditurcs wore $58
million, but only 5,6 por cent of income payments, which reached $1,094 million
in 1948,

This pressurc of a growing community upon the state budget can be illustrated
by sovorai criteria, all of which indicate the probability of further incrcases in
state expendituros,

1, Population =wee—- Therc is no indication that the population of the State
of Maino will not continuc to grow; in fact, further industrialization would in-
crcase the rate of growth becausc, by providing job opportunitics, it would ree
du¢e:the cmigration, which has been of constant concern to many who arc intercsted

in the futurc of the state, For cxample, in thc past decade, it is cstimated

!
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that 27,697 morc porsons loft the state than come here to live, At any rate the

population of the Statc rosc from 847,226 in 1940 to 907,404 in 1950, aﬁ inecrcase
of 7.1 por cont, and it is probable that there will be over 950,000 people in Maine
by 1960, To provide scrvicos for over 40,000 more individuals, who if thoy wero
in one placc would comprisc a community the sizme of Lewiston, will mecan a largor
state budget. This point can bcrhaps be illugtratoed morc vividly by doaling with
three speeific activiticse=—highways, cducation, and wclfarc,

2e Highway Travole--Highuay costs arc largoly dictated by traffic; a groater
number of cars travelling greater distancos nocessitate more oxponditures on high-
ways. Automobile registrations in 1960 may well approach 300,000 as comparcd with
270,000 in 1950, and travel may total 3,075,000 miles as comparcd with 2,734,000
in 1950, An incrcasc of 11 por ecnt in automobilce rogistrations and of 12 per cent
in vchicle milos travcellod is an cxecellent indication that there con be no groat
roduction in highway cxpenditurcs; in fact, on many main routcs they should be
greater, if the volume of *traffic is to be handled safcly and at a rcasonable spced,

3+ School population=m-—Prior to World War II population cxpcrts werc pre=
dicting a stablc or declining populatdion for the United States in tho second half
of the twentloth contury, Rccent incrceses in tho birth rate havo played hob with
these prognostications, but wo still have not reccast our thinking to take cog-
nizancc of our incrucsing population and our uncxpectedly high birth rate, 4
gonoral indication of the oxpanding demand for cducational facilitics can ho gath-
crcd by the anticipated impact of pcak onrollments in our public schools,

By 1963 wc shall have 19,000 morc pupils in our high schools and as carly as
1957 we shall have increrscd the clementary school carollment by 32,000, To rcmo-
dy obsolescence in our school plant, to rostore curtailed eourses and to scrvice
this additional school populntion, wo sholl nocd morc elase rooms and toachors, ™

school
The Statd Building Commission has in progress a survey of building nceds and

its preliminary ostimate is that wo shall require $65 million for new school
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facilitios,

It is also probable that we shall necd approximately 1,000 additional teachcrs,
Every indication 1s thal cducational costs at both the state and local lovel will
continuc to incrensc,

Ly Velfarcmm——- Thero arc 87;000 persons in Mainc, 65 ycars of age or over,
who arc potential rcecipicnts of old age assistance, but in 1949 the state reported
14,500 old age assistance casges, or 167 per 1,000 as compared with a national
average of 241, Thore arc also 291,000 children under 16, but in 1949 the A,D.C.
program coverad only roughly 9,000 of those childrcn, There is onc bright spot ~
én this picturc,however, beceausc rccent changod in 0ld Age dnd Survivors Insurance,
oxpanding thc coveragoe and incrcasing bencfit paymonts, will materially rcduce
the potential load on 0ld Age Assilstanco,

Third, cven without thc pressurc of inflation and an increasing population,
the oxpericnce has heen that more and more scrviccesg arc demanded from government,
It is impossiblc, howcver, to predict the futurc of governmontal activitics; they
depend upon what tho poople balicve to be tho proper sphere for government, But
onc might hazard o guoms that the statc and its local sub=divisions will institute
nev and expand old programs. For oxamplc, mental health, rcercation, and vocational
cducation -~ to mention only o fow ncew sorvices which aro dofinitely on tho horizon-
—will indubitably rcccive moro cmphasis in tho future., Somc of these programs will
be at the initiative of the state and local units of government; others will bo
cnecouraged by pressurc from federal policiss, It would cortainly be unroalistic
to assume that the functions now performed by tho Statc of Maine and its local
sub=divisions recprescnt the ultimete in governmental activiticse On the contrary,
intclligent financial planning must procccd on the assumption that the legislature
will cnact statutes cxpanding tho scopc of governmental scrvicese

This picturc of an ovidently nover-ending cxpansion of go#ornmontal oxpondie-

turcs and sorvices cvokes some fundrmoental questions which should be of concern




to all of us. What arc thq proscnt functions performed by the state and loenl units?
How much do thoy cost? Aroe any of thesc scrvice uncsscentinl? Can cconomics be
affeeted without curtailmont of essential activitics? What is the fiscal ability of
the State to support govermmental activitiocs?

An analysis of stote governmental functions and costs in tho 1950 fiscal year

In on attempt to cvaluate the activitiecs of the State, the expenditures for
1950 worc analyzed in somc detail,

Activitics supported by the spocial Revenue Fund arc, for the most part, solf-
supporting and do not, therefore, enter directly into a discussion of the need for
new taxes, It is well, however, to call the attention of the citizens of Maine to
the fact that many functions are financed by taxes or feeg levied on the group which
benefits, For example, as Table XL indicates, many of the licensing and examining
boards and regulatory agencies are financed by fees or special taxes; the Municie
pal Audit Division, by charges for services; and some development and conservation
activities, by special taxes, licenses, and fees, Many of the health, sanitation,
welfare, and educational activities included in this fund are financed primarily
by federal grants,

TABLE XL
SPECIAL REVENUE FUND ACTIVITIGS, 1950

I, Licensing and Dxamining, Available  _° Expendi tured |

A, Board of Accountancy % 1,054 & 332
B, Board of Bar Examiners 1,644 1,644
C. Board of Chiropractors 2,068 1,242
D, Board of Dental ¥xaminers 2,399 1,537
E. Board of Embalming Examiners 18,533 3,834
F, Board of Registry of Medicine 19,534 1,622
Go Board of Registry of Nurses 42,350 10,637
H, Board of Optometry 2,134 1,190
I, Board of Osteopathy 3,190 668
Js Board of Commissioners of Pharmacy 13,355 3,609
K., Board of Veterinary Examiners 640 12
L. Board of Podiatry and Chiropody 44563 157
M, Board of Professional Engineers 4y 5'75 1,820
N. Board of Architects 3,911 A

$ 119,950 & 29,082

1/ $242 from General Fund
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(continued)
TABLE XL
SPECIAL REVENUE FUND ACTIVITIES, 1950
Available .
General Administration,
Municipal Audit $ 61,443
IIT, Regulatory,
A, Madne Aeronautics Commission 95,870
Bsa Insurance Department
1, Examining and Auditing
annual statements 67,118
2o, IExamination of Agents
and Brokers 12,010
3. TFire Investigation and
Inspection 157,954
C., Milk Commission 33,857
D, Milk Advisory Commission 18,230
Es Real Estote Commission 16,212
& 401,251
Development and Conservation,
éj;
A, Blueberry Inspection i 49295
B, Suppression of Corn Borerl 10,011
Ce. Sardine Inspection 80,471
D, Shipping Point Inspection 695,548
E, Certification of Sced 146,548
F. Maine Apple Tree Pool 44951
G, Foundation Seed Program R4 4930
H, Blueberry Research 28,893
I. Potato Tax 261,835
Je Restoration and Development
of Shellfish 13,911
K, Inland Fish and Game 1,352,982
L. Maine Forestry District 122,234
$ 3,3469609
1/ Tax adminis, in Gen, Fund,
Health and Sanitation,
A, Sanitary Engincering & 106,965
B, Bedding and Matiress Inspection 9,841
C, Water Pollutionl 10, 501
Dy USePHeS, General 97,796
1. V,D, Control 37,344
20 T, B, Controll 34,036
3, Rapid Treatment Programl -
4o Aid to Crippled Childrent 77,385
5. GCancer Contro R8,R35
6. Mental Health 21,831
%e Hospital Survey and Planning o
¥, Heart Disease 9,536
G. Children's Bureau - Maoternal & Child Health 92,934

Dxpenditurés .

A

$

<>

&
P

52,286

69,985

34,372
2,965

60,207
2L,y 584
16,131

1,038

215,282

4,295

5,109
59,563
452,746
110,556
43950
10,592
27,000
199,934

12,189
1,229,724
401,686

§ 2,518,344

58,496
44513
6,501

95,260

36,185

31,405

76,998
27,192
18,130

85
92,257




(continued)
TABLE XL

PR o M R - )

- . | Available...  Expenditures

H, Medical and Hospital Carc- & $
Service Men'g Wives- - -

I. Control over Plumbing 25,728 18,654

Jo. Regulation of Cosmetics 19,666 6,689

Ko Sale of Prophylactic Rubber Goods 6,893 1,758

L. Barber's and Hairdressers 38,174 20,498

M, Plumbing Examining Board ) 10,8062 75392
1/ Financed from Fed, Grants, @ 618,727 502,013

Vi, Welfare and Charities,

A. ©Child ‘ielfare Sorvicel 4 45,221 & 45,221
B, Indian Township idministration o 6,834 2,412

1/ Financed from Fed, Grants,

VII, Miscellaneous

A, Institutions S - & -
B, Parks 2,391 24391
0 TE3L $ 0 2,391
VIII Education,
4, Vocational Education S 73414, & 3,179
B, Foderal Vocational Education
1. Smith-Hughes! 89,570 41,189
2. George-Bardenl 224,210 97,173
C. School Lunch® 363,507 338,620
D, Vocational Education Dquipment 7,083 1,367
E, Surplus Food 10,265 —2s932

& MOR,049 & 484,461
1/ Financed from Fed. Grants,
2/ Cost of Tax idminis, is part of General Fund, Expend,

Falact

IX, Unemployment Compensation » 1,100,746 $1,070,389
Special Fund 1,000
$ 1,101,746  $1,070,389

TOTAL $ 6,411,714  %4,921,881
Xe. Contributions'and Transfers 98,48
TOTAL Special Funds 35,020,368

- ae . o

In 1950, over $5 million, or & per cont of all state expenditures, were for

these self-gsupporting state functions, Since such servicos are frequontly porformed

at the request of those directly concerned and are also finanved by these groups,




TABLE XLT

HIGHWAY EUND ACGTIVITILS

(1950)
ALppropriation Avalia%le Expenditures Balgnce
s General .dministration , , _ ;0 O 219
.dministration $ . 241,000 339,570 $ 339,351
Highway Planning Survey 164 398 133,922 30,476
Topographic Mapping 10,006 o e s s
Secretary of State
Motor Vehicle Divieion 319,866 433,634 428,042 5,59
Maintainance of Secretary of
State,Motor Veh, Building 10,600 10,600 10,218 382
" Total 581,490 948,202 911,533 36,669
IT, Protection of Persons & Prop, ‘
State Police 780,337 763,058 7455317 37741
Maintainance of Headquarters 8,092 8,092 74162 930
Public Utilities Control over
Motor Trucking e 84,655 49174 35,481
Total 763,429 675,805 801,653 T4 4152
ITI.Highways & Bridges
Inproved State-Aid Roads 1,441,596 1,995,110 1,601,853 393,257
State Aid Construction 5,724 1,278 hoy 4l
3rd Class Roads-Reconstruction e 42,893 9% 650 33,243
Special Resolves 185,482 229,074, 1003266 128,808
State Highways -Construction
Redonstruction 37,360 14,611 14,611 i
Maint, of Bridges 445,000 490,948 440,225 504723
Suspense Account, - 25,000 7,430 17,570
Maint, of State & Aid Highway 5,670,000 5, 637 806 5,617,921 19,885
Betterment of State &
State Aid Highvays 1,010,000 942,356 940,673 1,603
Town Road Improvement Fund 500,000 588,231 465,563 122,718
Compensation for Injuries 50,000 50,000 4R 3249 7,751
First Surface Treatment - 5, 6~l Ry 542 3,079
Removal of Snow(Highway) R,270,868 2,270, Ta68 2 P27,)8? 43 4286
Pogt-War Surveys et 34,984 23,462 11,522
Federal Secondary Roads e 3,022,238 2,380, 246 641,992
Federal Grade Crossings et s 986 7,321 87,665
Grade Crossing Protection 20,000 © 20,000 9,910 10,090
Bridge Loan Fund 1,416,900 2,432,160 1,403,587 1,028,562
Maine Turnpike Authority 165,000 16),000 13,497 151,503
Highway Loan Fund 3,000,000 6,133,429 5,066,739 1,066,690
Total 16,212,295 24,301,098 20,376,605 390824,493
IV .Debt Retirement
Retirement of Bonds 1,629,000 1,629,000 16295000 ceeeee
V., Interest on Bonded Debt ?80 1261 280,261 2809261‘ ~~~~~
VI,Contributions & Transfers to
Other ¥Funds ‘ '
Contributions & Transfers 247,357 260,824 R59,896 928
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any reduction in Special Revenue Fund expenditures would indubitably also result in
a decline in special revenue, Hence one cannot look to the Special Revonue Fund
either for economies in state services or for additional income to meet the revenue
requirements of the General and Highway Fund®, It can also be argued that it is not
politieally feasible or economically desirable to utilize special revenuc for gen-
eral govornment purposcs, since these special activities, like the Highway Fund
services, are being financed on a benefit basise

Theoretically, howcver, all special funds should bc eliminated and all revenue
and expenditures should be handled through one fund, the General Funde Tho use of
dodicated revenue can be criticized on several scores, First, it tends to remove
this segment of state exponditures and revenue from thoe control of the legislature
and the Finance Department and Governor. If carried to an extreme, it makes a farce
of the exccutive budget and legislative appropriations. Second, €ertain functions
are finonced lavishly (sco Board of Rogistry of Nurscs), whilo others do not have
sufficient income to cover cssentialse Third, cxcess funds bccome storilized in
these special accounts; in 1950, the State had a brlance of over $1 million in the
Special Revenue Fund, Fourth, the existence of many funds, financed from special
sources, complicates unnocessarily state budgeting and accounting. While, it would
not bo an answor to the revenuo necds of the Stato, it would bo desirable, for
accountlng and budggting rcagons, to congolidate all Special Revenue Funds with the
General Fund,

Highway Fund activitios have from time to time been severcly criticizmed, The
Tax Revision Committoec was in no position to make a detailed analysis of highway
scrvices and oxpenditurcs, But it is a matter of common knowledge that our highe
way not work is not adequate for present traffie volumos, and that maintonance
costs are cxcessive, Thore have also been assertions that the accounting and
onginocering techniques cmployod by the Commission have not been sufficiently
ddveloped to handle satisfactorily a highwoy program of the scope of that with

which the State is now confronted,
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The Commission is in the process of roorganization, howevor, and new control
and cncumbrance systems shouvld incrcase the effectivencss of its expenditurcs, Tho
former mokes it possible for tho first time to assign maintenance costs to specific
scctions of highways., Novertheless, it is cxtromcly dublous whether a plural hood-
cd body, such as the bi-partisan commission, is a satisfactory means for administor-
ing a highway program, and consideration should be given to the possibility of
crcating the 0ffico of Commissioncr or Engincer to head the Highway Department,
Administrativo rcorganization alone is not sufficicnt to produce a satisfactory
highway program; policics must also be ro—oxaminodf It is particulerly important
that the reclationship botween the state and its local sub=divisions in the con-
struction and maintenance of hlghways should be revicwed, and that thc criteria
for designating milcage as part of the stato highway or stote aid systoms should bo
examined, L rationalization of our highway policy should not only result in econo-
mics but also in an improved highway systom,

One arca in which substantial cconomies might be achicved ig in the detcrmina-
tion of maximum load limits end in their enforcemont, Overlocading of our highe-
ways in past years has rcsulted in cxcessive deterioration, ﬁith the consequence
that tho state hag beon reoquired to cxpend cxorbitant sums for maintenance and re-
construction. Taxpayers have a considerablo investment in our highway plant, and
an cconomy, which would in no way curtail csscntinrl scrvices, would be laws vigor-
ously cnforcod to protcct this investment,

4 basic question of highwny finance, which is being rmueh agitated ot the
moment, is whether the present pay-as-you-go policy should be roverscd in favor of
borrowing, Tho arguments supporting aoch policy arc complex, and cannot bo. ro-
viowod hore, "It is apparcnt, however, that dithor horrowing or an increase in
highway income is necessary if we aro to aeccoclorate our program of highuay con-
gtruction and reduce our high maintonancc costg,

The Tax Revision Committec has boon most intercsted, however, in tho General
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Fund, since it is here that the revenue problems of the State are most pressing,

Table XLII shows in detail, vhere the $32,8 million expended from the General Fund
went in 1950?

First, there are the expenditurcs for general adminlstration, which include
those for the financial agencies, the Doportment of Finance, including Accounts and
Control, Financce Commissionor, Burcau of Purchases, and Taxation; Tho Treasurcr;
and the Auditors those for the executive departments of Scerctary of State and
Attorncy-Genercl; those for the Bureau of Personnel and Superintendent of Buildingss
those for the Governorts Office; and finally the expenditurcs for the Legislature &
Judicial branches of government, The totol cxpended for gencral administration was
$le4 million, or 4.4 por cent of general fund cxpenditures,

The only items which might be quostioned in this group as unessontial arce tho
expenditures for county attorney solarics, the Exccutive Council, and Travol Burcau,.
They total, howover, only $56,000, and with the possible exception of tho first, con-
vincing arguments can bc advanced for continuing these agenecies and activitios,

In Group II, Protection of Persons and Froperty, are included the state expendi-
tures for the Adjutant-General, Var Veterans Services, and World lar Assistance, all
expenses related to defense or past wars, There are also the agencies regulating or
promoting banking, insurance, industrial accidents, labor and industry, and public
utilities, and those dealing with boxing and horse racing, In 1950, $1,1 million was
expended for these and other miscellaneous activities,

Again, it is difficult to see areas where services can be dispensed with, We
might forego the fingerprinting of children, and we might give up marking inland-
vater-vays, These two activities, however, total only approximately $10,000 and are
worthwhile, The fact is that over 50 per cent of the expenditures for this group are
for military and veteran programs, Under present conditions, it is difficult to see
how these activities can be reduced,

In Group III, the Development and Consgervation of Natural Resources, there may
be more disagreement as to what is essential, Included in this group are the state

activities relating to agriculture, forestry, sea and shore fisheries, and




TABLE XLIT
GENERAL FUND
(1949-1950)

Moncy Aveilable

ekt smrabras e aems

Appropriation

Tote

Expenditures Balance
Availablo y

X, Goeneral administration

A,

Accounts & Control
Administrotion
Gencral Accounting
Liquor Accounting
Pre-Audit
Mochine Accounting
Payroll
I'ilec Roon
Proporty Rocords

Attorney General 43,396
Administration
Criminal Investigations
Law Court Jigest
County Attornoy's Salarics 34,650
Audit 75,164
Exceutive 43,503
Administration
Art Commigsion
Ixccutivo Council 10,173
Governor!s fLccount 10,000
Blaine Housc 13,422
Fire Imorgoncy
Contingent Account
Civil Decfense
Finance Commissioncr 30,706
Doptt Oporations
Budget Office
Travel Burcau 8,497
Burcau of Pcrsonncl 35,583
Advisory Council 700
Mcrit Award Board 10,000
Sup!t of Pub, Buildings 183,490
Staff Ilousc
Burcau of Purchascs 33,960
Gonoral Administration
Highwuay
Mailing Room 12,264
Printing 11,382

$ 248,350

6 259,804

48,723

60
36,616

77,840
Mk, 555

60
10,173
10,000
15,358

6,989
332
15,000
30,120

9,113
36,831
700
10,000
193,006
1,245
35,498

13,669
11,998

$ 243,810 $16,084

22,280
26,370
37,063
20,983
96,428
6,599
10,394
12,693
4,y 986
40,511
Z{- ’ /+7/+
32
36,616

76,853
40,667
40,025
320
10,019
10,000
14,899
6,671
153
6,698
29,716
12,38/
17,332
9,078
36,822
117
3,068
139,295
289
35,498
32,815
2,633
12,320
11,882

3,737

27

987
3,898

459
318
179
8,302
404

"35

583
6,932
3,711

256

1,349
116




(Continucd)

Exponditures Bolance

I,

Je

Ag

B,

TABLE XLII
GENER..L, FUND
(1949-1950)
Moncy Availablo
fippropriation Avag}fﬁfb
I, Goneral Administration (econ't,) .

Scerotery of State $ 25,721 & 26 657
Flections 28,470 29,250
Amendment & Referendum 1,100

Taxation 166,307 218,295
Operations 96 369
Cigarctte Tnx
Corn Tax 116
Blucherry Tax 401
Potato Tax 8,289
Gas Tax 34 600
Inheritance Tax 15
Delinquent fAccounts 1,000 1,000

Treasurcr 36,009 38,349

Comm'n on Interstate Co-op. 3,000 3,000

Comtnrs, of Uniform Legislation 900 900

Logislative 150,772 150,772
Rescarch Commlttee 42 078 474590

Judiciary 248,517 248,275

TOTAL $1,52%,114 $1,627,908

IT. Protection of Persons and Property

Adjutant General $ 119,273 & 130,729
Military Fund 464993 64 697
Statc Armorics 90,500 107,569

Banks and Bonking 86,791 89,287
Administration
Bank Exeminations
Loan Agcnecy Inspcction
Regulation of Sceurity Dealers

Boxing Commission 4,971 5,548

Appronticeship Council 797 912

War Veteran's Services 64,458 67,235

Genoral Law Pensions 32 000 32, 150

Industrial iccident Commission 62, 293 65 575

Insuranco-idministration 31 570 32,662
Firc Insurance 909000 90,000
Fideclity Insurance 3,050 3,050

§ 24,525
25,634

209,971
96,369
52,874,
116
401
8,289
34, 600
17, 318
9uo
37,354
2, Y822
565
29,666
37, 640

R47, 916

1,437,302

& 126,169
58,132
85,471
93,111
18,723
51,007

4.y 595
&,870
54393
511
66 362
32,035
42’ 662
32, 617
81,301
2,83

&2 13?
3,616
1,100
8,324

20

695
338
335
121,206
430
359

$190,605

B 4,560
6,565
22,098
6 176

155
401
873
115

2,013

8,699
170




TABLE XLII (continucd)
GENERLL FUND
(1949-1950)

Moncy Lvailable

Appropriation Tota
pprol Avad a%le

Expenditures Balance

II@

111,

Protoction of Pcrsons and Proporty

(continucd)
I, Labor and Industry $ 42,430 $ 50,464
Administration

Factory Inspection

Boiler Inspeection

Safcty Indus, Inspection
Arbitration & Conciliation
Elcvator Inspoction

Her Own Business

Je Public Utilitics Comnission 84,855 87,907
Topographic Mepping : 20,658
Inland Water bouys 1,200 1,200

K. Racing Commission 17,596 19,489

L, Running Horso Raco Commission 7,200

M, Search for Lost Pcrsons 1,500 1;500

N, Fingerprint School Children 10,370 11,150

0, World Uar Jissistance 285,000 299,114

TOTLL $1,076,042 $1,188,096

Dovelopment & Conscrvation of
Natural Resourcces
Le lgriculture, Administration & 73,910 & 75,938

Be Promotion of .griculturc ‘ 25,995 75,242
Ce Enstern States Building 6,502
D, finimol Industry 89,622 91,086

Opcrations

Dairy

Maine Egg-Laying Contcst

Bangs Discasc 119,881 120,193
I, Dgg Liccense sdministration 85,000 85,000
F, Bangs Discasc Bonds 45,900
G. Division of Inspcection 55,761 92,722

Operations

Blucherry I'ly Control
Slaughterhousce Inspcetion
Sardinc Boat Inspcction

T

£

48,879
17,845
6,645
11,789
54469
821
2,912
33397
83,863
8,511
1,130
19,393
64277
1,409

. 8,880
299,114

41,114,100

75,419
733432
2,648
84,312
13,560
40,815
24,087
119,475
75,750

88,494
69,872
3,766
11,133
4,169

N

$

I3y
4w

IS
$?

1,585

Zl-' $ O/+4
12,147
r7 O

96

923

91
2,270

734996

520
1,310
3,854
6,774

718
9,250

4228




TLBLE XLIT (Continued)
GENERLL FUND
(1949=1950)

Money Jdvailable

ey mcwes. e

Exponditurcs  Dalanco

Lppropriation Total
Pprol , ALV i(?Lablo ,

d

II1,

Devel, & Conscorvation of Natural
Resources (Continucd)

Patrol Boats

12,797

H, Division of Markcts $ 39,697 § 63,795 $ 58,921  § 4,874
' Operations 36,841
- Hope Flonnagan Act : 214992
I, Division of Plant Industry 29,726 36,808 28,115 8,693
: Certification of Oats : 291 '
Je Soil Consecrvation 4;988 6,835 5,394 1,441
Ks Bee Industry = - 750 1,278 "334 944
Le Maino Development Commission 289,885 305,507 288,006 17,441
Office and idministration 22,662
Recrcation 100,152
Chicago Sportsman's Show 2 345
Publicity 34,022
Industry 36,435
Lgriculture 34,520
Sea and Shore Fisherios 30,370
Goology 3339%
Ldvertising Port of Portland 1,081
{ittery Information Burcau 1,900
Genecral Promotion 14,083
M, TForcstry ‘
Administration 13,856 14,395 13,480 915
Northeast Firec Compact : : 489
Admine of T'ublic Lands 1,000 1,000 496 504,
State Forcst Nurscry 3,961 7,993 6,106 1,887
Forest Fire 4id 34,988 693022 685221 801
White Pinc Blistor 7,099 74255 7,168 - 87
General Forostry 183,075 326,628 242,007 84,621
Aid to Small Vood,e Owners 4,812 9,812 9;520 202
Entomology 55,980 70,316 58,082 12,234
N.. Sca and Shorec Fisheries 162,997 R12,528 185,148 R7,380
* Administration R2,505
Statistics 43357
Worden's Scrvico 98,830
Rescarch & Development R2,472




TLBLE XLII (Continucd)
GENER..L FUND

(1949-1950)
Moncy fvallable
Tobal . . '
Appropriation ivailable Bxponditures Bnlance
ITI, Dcvel, & Conscrv, of Natural
" Rosources (Continucd)
N. Sca and Shorc Fishoriocs (Con't,)
Promotion and Publicity $ 2
Propoagation of Shell-fish . 11,709
Pemaquid Lobster Pound 103
Lab, & Workshop 3,806
Figherics Resecarch Stations 8,566
Atlantic Sca Run Salmon & 650 640 6 .10
Construction of Recaring Sta,
Atlantic State sMarine
Fisherics Commission , ) 1,500 1,500
TOTAL $1,330,343 $1,682 ,005 $1,492,727  $189,278
v, Health and Sanitation,
- Ly Burcau of Hoalth 8 RULOTL & 342,374 & 326,621 § 15,753
Contral JLdministration 154552
Distriet Officos 81,838
Vital Stotistice 24400 21,379
Lab. Scrvices 115 21,910
Montal Health 74 554
Dental Health 4,015 20,926
Crippled Childroen 6,491
Hospital Sorvice 3,975 9,062
Sanitary Engincering 13,151
Communicable Digcasc 1,307 93480
T, By Gontrol 20,270
Pub, Hecalth Nursing- Statc 181 12,617
Pub, Hcalth Nursing- Ficld 38,203 75,253
Vs Ds Control 11,144
Ldvisory Council 1,999 1,999 1,772 227
B, Sanitary Vater Board 13,994 14,306 11,961 2,345
TOT..L % 290,664 & 358,679 O 340,354 & 18,325




TABLE XLIT
(Continucd)

GENERAL FUND

(1949-19;0)

......... - s - v

: Lt Totol
iPPI"OPI'l'l N ailable ExponstUILS Balanco

A sasnrian, o s, e

A AV S LS. AR T AT SRS A S48 caw mege T

V. Welfore and Chgribipss 3 13 500 & 13,500 § 9,000 % 4,500
Childrents .id Soolcty 2,000 2,000 1,180 820
Good Samariten Home 5,000 5,000 5 000
Hoaly JAsylum 4,4 500 4,500 4,500
Belfust Home for Aged VWomon 500 500 500
Mainc Childronts Home 4,000 4,000 3,784 216
Mainc Institution for the Blind 15,000 15,000 10,951 4,049
Opportunity Farm 2,750 2,750 2,750
St, Josephts Orphanagé 44500 44500 44500
St, Ellzaboth'ﬂ Asylum 3,500 3,500 3,499 1
St, Louis's Home for Boys 2,000 2,000 2,000
Tomporary Home 4y 500 4.4 500 43499 1
York Courty Childrents Aid 1,800 1,800 1,669 131

TOTLT, ¢ 63,550 U 63,550 & 53,832 1§ 9,718

VI, Health and Velfarc

. e General sdministration, Welfare & 570,200 $836,321 & 835,788 G 533
. Bxceutbive 17,880
Burcou of Adminigtration 135,971
State Public .ssistance 12,309
01ld 4Lge assistance 161,245 13,433
£L1d to the Blind 8,263 1, 766
4id to Dependent Childron 44814, 35 43)
Public JAssistance, Ficld 395,761
Child Weclfarc ~ Statce 14,928
Child Welfarc - Ficld 11 162,577
Pergsonncl Troining, Puie We Ly 517
Division of Liccnscs : 6 5047
Sorvices for the Blind 13,595 26, s bl
Genoral Relief 34,875
Indians 44054
Misccellancous Gronts 292
B, Children
Board and Carc of Heglcctod - 825,000 865,000 864,992 8

4id to Dependont Childron 1,100,000 2,862,008 2,781,627 80,381




TABLE XLII (Continucd)
GENER.J, FUND
(1949-1950)
Money Svallable
Total
Ivailable Ixpenditurcs Balance

Proe S

Lppropriations

VI, Hoalth and Welfaro, (continucd)

€, Blind
4id To § 128,000 & 349,149 G 345,127 § 4,022
Services To 46 925 43,557 42,896 661
Goneral 5 4665
Modical 13 905
Fdue, of Blind Childrcn 4 21, 56&
Vocational Rehabilitation ’ ' : : 4 758
D, 0ld .go Assistance 2,610,000 7,497,992 < 7,497,821 . 18,171 -
Burials : 20,000 ¢ 18,043 . 1,957
Ee G, 4&e Re Department of Maine 1,200 1,200 - 1, ?OO .
F, Spcoial Pensions 92,000 89,000 - 88; 369 ' 631
Ge Hospital ftid- 578,000 578,000 ' 578 000
H, Indions
Passomaquoddy 743798 76,777 70,504 . 6,273
Pcnobscot 4&,970 53, 906 ' 47,784 6 122
I. Support of Paupcrs 600,000 937 903 986,059 . 1, 844
Je Jofforson Camp 59,110 75,527 71,248 4,279
TOTLL $6,734,203 514,336,340 $14,211,458 124,882
VIT, Institutions, ' ' '
Lo Maino School for the Deaf $ 93,075 & 103,972 & 99,426 & 4,546
B, Military and Navel Childrens ' :
Home 544155 55,478 48,919 6,559
Stato Hogpitals and Sanatoriums ' ' ‘ :
4o Department of Inst, Scrvicos 26,737 26,156 19,736 6,420
B, Emcrgoncy T. B. Service 34,950 ?4 950 '19 050 . 15,900
C., Jugusta State Hospital 1,025, 649 1 060953) 1 026 522 34,013
D, Bangor State llospital 76 859 939,157 839 200 . 99,957
E, Contral Maine San, 413 590 430; 650 401,907 R8,751
F, Northern Mainc San, . R10 346 220, 5824, ~00,494 1, 7330
G. Pownal.State School . 86 y4R5 852,720 747,074 105, 646

H, Western Maine Sanatorium 231, 996 255,707 R317, 946 17, 761




TLBLE XLIT ( Continucd)
GENER..I. FUND
(1949-1950)

Monecy Available

[P

Lopropriation

RN e

Total

available fpendituvres  Balancoe

VII, Institutions (Continucd)
Corrcetional Institutions

%
B,
C.
D,
Ee

Stato School for Boys
Stete School for Girls
State Reformatory (ticn)
Mainc Stato Prison

8tate Reformatory (omen)

Parolc Board
Mackworth Island

TOTLL

VIII Education and Librarics

3
iie

Be

Pcrm, School Fund Intercst
Subsidics for Plans, Survcys
High School Diplomas
Subsidics to Citics, Towns
Tuition
Toaching Pogitions
School. Conus
Conveyance in Licu of
Teaching Positionse
Temporary Residence
Departmental Opcrations
4id to Academics
Farmington Statc Toacherts
Gorham State Teachers
Machias Hormal School
Madavaska Training School
Presque Isle Normal School
Farmington Statc Rescrve
Pctor Mills Resorve
Gorham State Rogerve
Petor 1Mills Resorvo
Machias Normal Rosorve -
Madawaska Training Rescrve
Prcsque Isle Normal Rescrve
Schooling of Childron Unorg,
Torritory
Suptt of Towns in School
Unions

$ 150,933
163,438
145,633
312,831
136,737

18,497

$4,781,951

h
&

230,000
3,200,000
510,000

185,000
3,000
139,711
120,000
81,841
1094254
42,284
52 3214
40,192
1,000

1,000
1,000
1,000
1,000
179,780

183,000

o

5 157,132¢ 136,582

166,138 148,152
158,410 146,097
360,885 325,961
141,157 126,291
19, 797 17,762
6, 608 9912
ik 990,861 %/ 550,031
62,606 % 30,475
15,034
618
234,562 234,362
3,716,006 3,746,096
532,066 532,056
2103664 210,60,
1,728 1,726
141.011 140,855
131,301 131,301
275,945 274,254
258,859 244,217
9,699 85,916
88,184 88,160
95,407 92,282
5, 528 295
7,483 :
11, 367 6,423
6, 302
5,841 952
3,052 1,633
7,018 byh21
216,064 181,737
180,874 180,874

$ 20,550
18,586
12,313
34,904
14, ,866
85035

3,696

64,405,833

& 32,131

1,056

1,689
9,642
4,783
- 24
35125
5,03
75483
4,944
63302
2,889
1,419
24597

34,327



T.BLE XLITI (Continucd)
'ENERAL FUHD

(1949-1950)
Money JAvailable e —
Lppropriation Total
Available BExpoenditurcs Balance
VIII. Education and Ljibrarics (Con't,)
Q, Vocational Gducation G 67,762 & 134,175 6 134;254 & ‘ 121
.Re Vocational Training 36,611 84,357 77,623 5734
S. Vocational Rchabilitation 39,974 124;447 122:179 2,268
T, LEduc, of Orphans of Veclberans 1750 450 450
U, School Lunch ..dministration 19,595 20,376 20,376
V. Spccial Educ, for Physically :
Handicapped 15,000 16,496 16,496
We Special Edue, for Island :
Childron 2,000 1,690 1,690
X, Bd, of uapprovel, Spcc,Insti-
tutions 750 LA2 LA2
Y. Industrial Education 135,000 20,169 20,169
Z. Physical Educ, Subsidics 37,500 '
Equalization 500,000 519,540 519,540
Librdrlos Other
ie Stato Historian, Dop't Oper, 500 2,170 2,145 25
B. Mainc State Library 70,735 73 290 68,433 4y 855
Ce Mainc Court Reports 43196 4,196 815 3,381
D, Mainc Meritimec .Lcadomy 755000 75,000 75,000
E. Univcrsity of Mainc 762 176 762, 176 762 176
TOT.L $6,851,875 8,145, 11; $8,010,287 $134,828
X, Recercation, Parks. ‘
4. Opor, and Mainb, of Parks & 58,937 § 86,985 § 78,95, & 8,031
B Fort Inoy Rescrvation 27,000 _'7,000 1,998 g),OOZ
Co. Former Governor'!s Cemctary
Lot 500 250 164, 36
Bagter State Park Commission :
La Opcration and Maintenance 12,605 11,677 10,780 897
TOT.L $ 98,501 § 125,912 § 91,896 § 34,016
X Debt Retircment
Bond Retircment
{ie Me, Lgricultural Bonds % 45,000 $ 45,000
X1, Intcorest on Bonded Debt
Bond Intcrost
L, Mo, Lgricultural Bonds ] 900 & 900




T.BLE XLII (Continucd)
GENERAL FUND
(1949~1950)

Money .wallable

m
Total
appropriation  nyailable Expenditurcs Balance

XII, Misccllancous

Lo Fishway at Lroostook Falls ' % 2,241 & ‘ $ 2,241
B, Kno¥ Momorial Ass'n, & 1,000 = 1,000 15000 C 2
C. Maine Historical Socicty 2,500 2,500 2,500
D, Mark Graves of Rcvol, Sold'rs 200 200 200
E, Misccllancous Resolves 7,100 7,100 7,100

TOTAL $ 10,800 $ 13,041 $ 10,800 $ 2,241

XIII, Contributions & Transfcrs to L
Other Funds $1,392,697 $1,422,342 1,391,359 {30,983




general development and publiclty., Total expenditures for these purposes in 1950
were $le5 million, or 4¢6 per cent of general fund disbursements,

One might question the expenditure of $73;000 for the promotion of agriculture,
iee., for "payment of Falr Stipends; Grants to Poultry Organizations, Dairymen's
Conferences, Pomological Society; and Farmers! Institutes," but $49,000 of this is
from non=tax revenue.ﬂ To some the Maine Building at the Eastern States Exposition
is not essential, nor is state support of the Maine Egg Contests Certain activities
of the Maine Developument Commission, such as publicity, aro also sometimes attacked‘
as non-essentialy The State might also eliminate from its budget expenditures for
the state forest nursery,

/the farm forestry progrom, and the propagation activities of Sea and Shore Fisheries,
Congervation and development activities are often revenue producing, and net savings
would be small,t For a state as dependent as Maine is on its natural resources, any
reductions in these items would bc a false economy since many activitics of immedi-
ate as well as ultimate value would suffer,

Health and Sanitation, Group IV; involved a relatively smail expenditure of
$340;,000, or 1 per cent of the total, It is difficult to see how any services in
this group can be curtailed; On the contrary, Maine should expand some of its pube
lic health activities because it has lagged behind other states in this field,

Welfare and Charities represent state assistance furnished to thirteen associa=
tions, asylums, and homes, In 1950 this aid totalod only %54,000;

In the $14 million expended for health and welfare; we have 43,6 per coent of
general fund disbursementsg No onc would seriously urge, however, that the State
should cease to care for those who are so unfortunate as to need assistance, If
welfare expenditurecs are to be reduced, it should not be by eliminating services;
rather it should be by a more careful scrcening of those who are furnished aidg

State institutions, i.e,, hospitals and sanitoria, prisons and schools for
boys and girls, and charitable schools and homesy, cost the State $4e5 million in

1950¢ By any criteria, these institutions arc essentials




Education and libraries accounted for 24,5 per cent of expenditures, The $8
million expended included support of Normal Schools and Teachers! Colleges, The
University of Mainc, the state library, various educational programs, and cducational
subsidies for cities and towns, There arc some possibilities for economies in this
group of expenditures; indubitably, we could provide better scrvices more economie
cally with fewer normal schools, It is doubtful, however, whether a consolidation
of normal schools would result in lower expenditures, On the contrary, realism
forces one to condlude that the necessity for an expanded plant and the probability
of a more elaborate curriculum would increoase costs, 'This is a step which tho
Legislature should seriously consider, nevertheless, since our normal school educa=
tional facilities would be greatly improved,

In 1950 the State exponded $92,000 for parks and recreation, To many, this may |
appear to be an extravagance at a time when the general fund revenue is inadequate
for current needs, Yot, for a State which depends upon recreation for a major
source of its economic income, such restricted expenditures for parks and recrcation
would appear to be an unwise economy,

The fact is that an analysis of the General Fund indicates that there arc few

programs which some influential group will not regard as cssential, It is also
apparent that any major economics must be made in Health and Viclfare, Lducation,
and Ingtitutions, which expend 82 per cont of the General Fund,

Minor savings no doubt can be achieved by improved management practices and
by administrative reorganization, How great these savings would be the Committee
cannot predict, since it was not able to make a detailed survey of state agencioes,
In all probability, however, such savings would be small because the Reorganization
Code of 1931, with some cxceptions, established an integrated administrative
gtructure for the State and laid the basig for the present excellont budget and
financial administrative organization,

Municipal services and expenditures

There is no available data on local cxpenditures, but the Sub-Committee on
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Local Government analyzed the expenditures of 38 communites, They found the follow-

ing distribution by functions of local disbursements,

Education 31,33% General government 5¢3%%
Highway 15,56 Debt reduction 3669
Protection 12,683 County tax 2.1l
Other “1L06R7 Health 1,50
State tax © 94,03 Recreation 1,29
Welfare 5639 Interest l.11

A total of 654 questionnaires was mailed to various economic and professional
groups querying citizens as to the adequacy of local services, The 170 usable
replies revealed that citizens will not support the abolition of any major service
now in existence, and that they are of the opinion that more should be done by local
units in the fields of highways and education,

County services and expendituraes

Countiles in New Eﬁgland, and Maine is no exception, perform a very limited
range of governmental services in their capacity as agents of the State, They
operate penal institutions; exercise general law enforcement powers through the
sheriff and county aﬁtorney, and support the Superior Court system, Counties also
have limited highway functions,

There have becn advanced, occasionally, proposals that county government be
abolished, and such g step would probably result in both some monetary savings and
better government, There is no activity performed by county government today which
the state and municipal govermments could not administer as well, Law enforcement
could be more competently handled by state police; and the Superior Court system
could be administered directly by the State, Highway activities could be placed
under the State Highway Cbmmission. The Tax Revigion Committee did not concern it-
self with the details of eounty reorganization, but the abolition of countioes might
well result in savings of $500,000 or more,

Figecal ability,
Since 1t appears that General Fund revenue must be increased over present

lovels, we are naturally concerned with the ability of Maine ~itizens to pay more




TABLE XLIIX

COUNTY REVENUES & EXPENDITURES, 1919

Revenues
Te o~Oommitment
Fi 1es and Costs
Fe 2as of Office
R: ntals
B ard
Siles
1 1{scellaneous

Total Revenue
4dd:
Transfer from Surplus
Transfer From Capital Reserve

GRAND TOTAL

Expenditures
County Courts
County Officers
Sherriff's Department
Support of Prisoners
County Officer!s Salaries

lerk Hire

County Bldgs.,
Highways and Bridges
Farm Bureau
Law Library
County Indebtedness
Suppression of Crime
Index
Alrports
Miscellaneous

Total Expenditure

Add:
Trans. to Capital Res. Fund
Trans., to Road Repair Accounts

GRAND TOTAL

Net Gain (or Loss) from QOperations

SOURCE: State Auditor!'s Report
for fiscal year 194¢,1950.

$

‘h

"rl"

N

»

1,706,733
479, 326
163,062

4,979
11,911
1,716
30,8153

2, 598,.510

17,875
23,280

2,439, 695

166,674
200, 568
164, 996
276, 512
545,851
134,070
21.3, 521
452,951
54,100
18,170
95,919
25,036
11,731
11,900
64,875
2,566, 692

15,000
3, 900
2,585, 592

(145,897)

( ) Indicates Net Loss.
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taxes, Maine is not a wealthy state and decisions to embark upon new governmental
oxpenditures must be approached with caution, Table XLIV indicates that in terms
of per capita income payments and retail sales, both rough indices of fiscal ability,
Maine ranks lowest of the six New England states and is near the top of the lower
onc-third of all the forty-eight statess It is also significant that Maine has gone
from 17th in rank order in all states in per capita income payments to individuals in

TABLE XLIV
INCOME PAYMENTS AND RETAIL SALES PER CAPITA

Retail Sales Rank Order Rank order Income per cap, Rank order Rank ordor
State per capita in New Eng, in the UdSs Aver, in New Eng,in the U,S4
1949 1948 1949 1948 1949 1948 194648 1948 4648 Y48 L6-48 1.8

Maine 5767 $838 6 6 35 36 $L1L6 $1219 6 6 32 33
Conn, 998 988 1 1 11 16 1596 1700 1 1 7 4
Mass, 857 912 5 L 30 21 1433 1509 3 3 11 14
N.H., 868 900 A 5 26 31 1165 1261 4 A 30 29
RyI. 929 988 2 2 21 16 1466 1564 2 2 9 11
Vi, 880 949 3 3 25 20 1148 1229 5 5 31 32

1933 ﬁo 33rd in 1948, The impact of inflation in the post-war period has tonded
to moke Maine's position in terms of the rest of the nation worse and to reduce
relatively our ability to meet the high costs of government. It is true, of eourse,
that the onc reason for the lower poer caplta income in Maine may be the rural eco=
nomy of much of the state, The imputed income from food raised for home consumption
is difficult to cstimate and is probably ncver fully recognized in the income pay=
ments shown for rural states, In any caso there is no significant difference between
Maine and Vermont oxr New Hampshire in per capita income,

Disposable income after taxcs is another indox of the limited fiscal ability

of Maine, Vecrmont, and New Hampshire, Thore can bo no question that the rcsources

TABLE XLV
DISPOSABLE INCOME AFTER TAXES
1949
Maine $ 991 Massachusotts %1118
Now Hampshire 1026 Rhode Island 1171
Vermont 1022 Connecticut 1267

of Mainec are limited and that the keynote of fiscal policy should be cautiona
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To maintain a high standard of governmcntal services will necesserily require great-
er oeffort than in Massachusetts, Rhode Island, and Connecticut, It might also be
woll to question whether citizens of rural states require as many scrvices,
We have alrcady indicated, however, that in our opinion, morc revenue is
necessary to support state and local government in Maine, Whore is this money to
be secured? By what taxes? This question brings us to our fifth fact or con-
clusion,
Fact No, 5
There afe grave difficulties involved in trying to rely upon our prescnt sourcos
of taxes for any substantinl further incrcase in roevenue, |

Local revenue

Let us consider the present plight of local govornment with respeet to its ine
come, Since there are no available statistics on all local units in Maine, the Sub-
Committee on Local Govermment sclectod thirty=eight municipalities, divided into
four population groupsand located in various parts of the State, for study, Seventy-
six per éont of the rovenue of theose municipalities gamu from tho property tox;

1 per cent, from the poll tax; 5 per cent, from excises; 8 per cent, from the State,
and 10 per cent, from departmental earnings,

It is significont that the lorger the community the greater the reliance on the
property tax, primarily becausc state grants are a less important source of incomes
This tendency 1s well illustrated by Table XLVI in which the thirty=eight munici-

palitios are arranged in four groups. In general, communities decroase in sizce from

Group I to IV, TABLE XILVI

SOURCES OF LOCAL REVENUE
Percentage digtrubition

1949
Property tax Poll Tax Excise tax State Departmental
earnings -
Group I 7764, 124 4o 58 5.99 10455
Group IT 72437 1,19 Lolib 11,73 10,25
Group III 68474 1,07 399 17,02 9,18
Group IV 64,15 1,29 ~ 4el5 26,61 3,80

TOTAL 75658 S Le22 450 8e4b 10,24




It is eolso ovident thot 91,5 per cont of the cost of local government was borne
by the local inhabitants, and that only 8,5 per cent came from the State in the form
of grants or. shared taxcs,
Perhaps more significant, however, is thoe fact that 93 per cent of the total
tax rovenue for municipal government came from the property taxe
TABLE XLVII

LOCAL REVENUE FROM TAXES
Porcentage Distribution

1949
Property tax Poll tax Excise Tax
Group I 93 1.5 5e5
Group II . 92.8 1.5 567
Group III 9341 , 1.5 5e
Group IV 92,42 1.9 59
TOTAL v 92,9 1.5 5¢5

There arc two approaches to the problem of an adcquate tax base for local
goverhmonf; but they arc not oxclusive; on the contrary, they probably would bo most
successful when utilizod togethor,

First, it is obvious thet if municipal government 1s to continue with its
present tax base, it must turn to still further exploitation of the property tax for
any significant incrcase in rovonus, Somo rolicef would be provided under such cir-
cumstances if the state woro to retire from tho property tax and relinquish its 74
mills to the municipalitics, But in cither case, an cxtremely hcavy load, cvon
hcavier than at prcscnt, would fall on the property owncrs,

Whether such a burdon could bo carriod without disastrous results is impossiblo
to dotormine, It is true that tho asscrtion is.froquently advenced that the prop=-

orty tax has rocached its limits, But thc fact is that no onc can verify such a

statement, for the limits of any tax arc not a matter of minutc calculation since
thoy depend upon psychological as well as cconomic considerations,. Any tax has
rocached the limits of its cxploitation, no matter how slight its cconomic impact,
when tho populacc bocomes convinced that tho tax 1s an incquitable levy and that
the burden is not fairly distributed, , It is impossiblo,  thoroforc, te state. cate-

gorically that the property tax cannot be utilized by local government to raiso

2
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additional revenue, No doubt it can be, but it is highly dubiocus as to whether still
further exploitation of the property tax is sound figsesl policy. The owners of real
and personal property are already carrying a large proportion of the costs of local
govermment at a time when other forms of wealth, such asg intangibles, escape taxo-
tion entirely or are taxed very lightly.

Second, new sources of revenue for local units is another answer, and in other
states cities and towns, in their atlempt to reducc the load carried by recl ond
personal property, are turning to taxes and service charges which formerly were
regorded as unsatisfactory for local use, Sales and income levies, gross receipts
taxes, and service chargs for garbage collection and sewage disposal, to mention
only the most lucrative new sources of local revenue, are ylelding significant in-
come for locnl purposecs, Ve cannot discuss here the relative merits of theso new
municipal taxes, but, from the viewpoint of local govermnment, a gencral enabling act
authorizing municipalities to levy any tax which does not conflict with the state
tax system would be most satisfactory since it would guaraontee a meximum of local
independence in fiscal policy,

New local taxes cannot be, however, the complete answer to the problem of ox=-
panding local revenues, especially in a state, such as Maine, where many towns are
rural. and where the taxable capacity is strictly limited. For these municipalities,
the answer must be a limited supplementation of local funds by the state, It would
also nppear imperative to rationalize our whole system of state assistonce to local
units before municipalitics are encouragod to exporiment with types of taxes which
are certainly not ideal for local use. A study of the formulae utilized for edu-

cational grants is already under way and if the proposed compogite formulo is

accepted, therc will be an improvement in one field of state assigtances

An expanded program of staote asslstance is not a novel idea, cxcopt in the ex-
tremes to which it is carried, Tho Moore Flan in New York, the most ambitious pro-
gram of this type yct attempted, has received nationwide attention, In 1949 Maino

ronked 43rd in per capita grants to loccl units so it is obvious that stote finan-
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cial assistanco to local gubdivisions is lagging behind the experience in other
states, There has been, novertheloss, a decided incroase in the last ten yeoars in
the amount of state funds which have beon made available to citics and towns, es-
pecially for financing cducational scrvices, In part, these funds have becn in tho
form of incrcased grants, such as subsidics for cducation; in part in terms of dircct
state assumption of the cost of a service, such as the program for committed chil~-
drong and in part through the media of a reduction in the contributions which cities
and towns must make to the state, such as municipal grants for welfare, oducation,
ond highways, For cxamplc, state grants for education in 1941 were $102 million as
comparced with $4.7 million in 19503 state expenditurcs for the board and carc of
neglected childron increcased from $404,000 in 1942 toé&65,000 in 19503 loecal poay=
ments to the state for all activities have declined from $1,7 million, 5 per cent
of state revenues in 1941 to $1,5 million, 2.4 por cont of state income, in 195Of
nar Shared taxes arc not a significant factor in state-local fiscal rolations in
Maine, OCurrently, there are three lovies collected by thoe Statce-~, tho procceds of
which arc distributed to municipnl government, Thegc aroc the bank tax, the rail-
road tax, and the tclephone and telegraph tax, and they arc sharod to compensate
localities for the loss from gd valorcm taxcs, For the 1949 fiscal ycar thoy
totalod $233,685, $21,906 and $38,259 respectivoly,  Sharod taxes are not as satis-
foactory from the local vicwpoint as gronts-in-aid becausc they do not guarantce a
stable income, but they have the advantage of being distributed without any dircct
state control and without being carmarked for specific scervices, If the bank stock,
the railroad, and the telegraph and tolephone taxcs arc continued as shared levics,
however, a change should be made in tho basis upon which they are distributced,

Th

—~

¢ costs of loeal governmont will surcly incrcasc, and the solution must bo
found in o combination of throe approachecs, First, it is axiomatic that local nnits
should practicc occonomy and that thoy should administer their affalrs with maximum
efficicncy. On the whole, municiapl government is cconomically administered, but

gconomy cannot bo the whole answer, Morc revenuc must be made available te wunici-
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palitics, cithor by furthor-oxploitation of the presont tax basc or by new rovenuo
from 160&1 taxes or state assistance, In the latter case, a balance must be ostab-
iished between rovenuc locally collocted for which the municipal government assumes
the responsibility of making thoe lovy and state assistanco,

It is timo that wo rocognize that strong local govermment cannot exist without
an adequate rovenue basc =—— no nmiatter what its legal or constitutional powers, In
1932 local governmonts collected $25 million, which was 8.4 per cont of income pay-
monts~in the state; by 1949 local taxes had increased to $44 million, which, hovi=
ovér, was only A,O per cent of incomo payments, Thero is no guestion that the trend
toward.centralization is oncournged by the financial limitations under whieh local
government opcrates, Unless cities and towns are freed from the financial straite
jacket imposed by their almost exclusive reliance upon the property tax! they will
cease to exist as vital institutions of govermments

State revenue

The income of the State of Maine will be analyzed first in terms of the three
major funds, Highway, General, and Special Revenue, Then it will be summarized in
a consolidatéd statement,

The Highway Fund is primarily supported by user levieg----the gasoline tax,
automobile registrations, and dfivers licenses, Collections from the former, which
was raised from 4 to 6 cents in 1947, increased from $6,3 million in 1941 to §12,5
million in 1950, or 97 per cent; in the same period registrations and drivers
licenses rose from $4.3 to $6e2 million, or 45 per cent. The gas tax is also
supplenented by a use fuel. levy and a motor carrier tax from which the collectioné
in 1950 were $39,000 and $27,000 respectively, |

Two other significant sources of highway revenue are grants from the federal
and local governments, Federal assistance increased from $1 million in 1941 to
almost &4 million in 19505 the percentage increase wap exceeded only by the miscell-
aneous levies included in the item, Other Taxes, Contributions from cities, towns,

and counties rose for the decade, but have declined since their high point in 1948,




TABLE IXIX
- HIGHWAY FUND

SUMMARY OF REVENUE (1941-1945)

War Years

Per Cent Per Cent Per Cent Per Cent
1911 142 Tncrease 1943 Increase 1844 Increase 1645 Increase
Decrease Decrease Decrease Decrease
Revenues 7 .
Property TaXes 21,365 24,934 18.70% 3 16,457 é54.00%3 5,802 (64.75%) 3 4,613 ( 20.5C%)
Gasoline Taxes 5,336,563 5,799,769 ( £.48) 4,355,755 21,90 ﬁ 4,017,826 g 7.76) 1,358,678 B.48
Motor Carrier Tax —— -— —_— — —_— _— — — C—
Use Fuel Tax — 4,413 _— 2,603  (41.42) 3,318 27,46 3,061 ( 7.74 )
Motor Veh. Regis. ‘
& Licenses 4,301,922 4,154,828 ( 3.42) 3,727,922  (10.38B) 3,919,294 5,13 4,015,078 o 4
Other Taxes 26,286 30,415 - 7,63 34,722 14,04 - 259,316 (15.57) 28,896 ( 8.91 )
Federal Grants 1,085,722 1,229,461 13.13 1,775,870 i, 25 1,081,895 (39.09) 723,587 ( 33,12 )
From Cities, Towns,
- Counties 414,934 694,064 67.27 370,406 (46,60) 376,832 1.73 104, 580 7. 36
Service Charges for
Cur. Serv, 34,238 116,189 239,35 11,877 (51, 38) 65,2268 45,34 64,146 ( 1.65 )
Other Revenues 80,165 96,972  { 5.98) 63,918 12,98 71,532 11.¢1 88,011 37,01
TOTAL REVENUES 512,284,197 $12,090,706  ( 1.58%) #10,392,639  (14.05%) #9,571,013 ( 6.12%) $9,698,%49 1.33%

SGURCE:

Department of Finance

() indicates % decrease.




TABLE ILXIX (continued)
HIGHWAY FUND
SUMMARY OF REVEWUE (1816-1950)
Post-war Years

Per Cent Per Cent Per Cent Per Cent Dec.

1546 Increase 1947 Increase 1618 Increase 1919 Increase 1950 1Increase Inc.
Decrease Decrease Decrease Decrease Decreaset 41+ 500
Revenues
Property Taxes 3 3,468 ( 25)2 3 = -5,108 (.10)% § . 3,620 (17)3.$ - (5,314 (.8)% § . 1,126 23% (8l%)
Gasoline Taxes 5,776,107 33 7,371,680 28 11,3%%2,522 54 11,956,136 55 12,456,823 1 97
Motor Carrier Tex — — —— — 18,209 —_— 13,886 129 26,763 (39) —
Use Fuel Tax 9,7¢0 228 12,684 30 2,591 83 21,836 6 39,130 Bl —
Motor Veh, Regis. ’ ‘ ’
& Ljcenses 1,535, 326 13 5,025,241 11 5,666,278 13 ©5,887;541 4 6,222,859 8 45
Other Taxes 31,71 19 ©,311 27 - 83,035 131 108,091 17 109,858 1  28%
Federal Grants 232,201 ( &) 1,721,525 813 1,826,811 (7 2,882,732 77 3,871,252 38 265
From Cities, Towns,
Counties 835, 372 57 887,483 10 1,245,891 10 1,203,984 ( 3) 958,059 (0) 131
Service Charges for :
Cur, Serv. 37,226 ( 42) 36,162 ( 3) 45,278 24 43,676 (1) 49,869 11 46
(Other Revenues 12,152 23 109,518 (9 132,960 21 102,215 (23) 117,069 44 1414
TCTAL REVERUES $11, 381, 384 17  $15,211,073 3 $20,197,230 33 pe2,264,553 10  $23,885,712 8 o5

() indicates % decrease.

Source: Dept. of Finances




It is obvious that the story of highway revenue can be told in terms of three
itens=--~ The gas tax, automobile registrations and drivers licenges, and federal
grants, The latter can be ignored in a discussion of new revenue since any increase
in federal, grants, because of the matching reguirements, necessitates an expansion
in state revenue, The question ,therefore, is: 1if we need more highway income, can
we turn to the gas tax and licenses and registration?

Before we analyze these two items of highway revenue, however, a few remarks
on the theory of highway finance are in order, It is vital to our consideration of
the Highway Fund that we realize that highways are no longer regarded as an ordinary
function of govermment to be financed by general taxes, On the contrary, the assump=
tion now is that highway taxation should be related to benefit ---an assumption
quite contrary to that in other fields where the principle of ability to pay is

is rejected
congidered as fundamental to tex equity and where the benefit theory of taxation/
either because benefit cannot be measured or because it violates the concept of tax
equity,

If the benefit principle is to prevail in highway financing, some effort should
be made to measure and apportion the benefits acecruing from our highway system,
Unfortunately, we have not concerned ourself with this question in our discussion
of highway taxation, and if we had made the effort, it would have proved difficult
to reach any definitive conclusions because theorists and practitioners do not
agree as to what proportion of highway costs should be borne by users and vhat by
general taxpayers, including special beneficiaries, such as the general property
owner, All agree that highways are multi-purpose, yielding benefits to the general
public and property owners as well as users, but there is no concensus as to how
one is to measure cost and apportion it, Some want benefit measured by a percentage
determination of type of use; others urge that a highway be financed according to its
predominant use, Neither theory offers a completely satisfactory statistical
methodology.,

It is time that we made an effort to allocate equitably highway costs between




the user and the general taxpayer, In the past, the contribution of the property
owner to highways was probably in excess of any amount which could be justified by
the benefit theory, On the national scale a survey revealed that from 1921-1940,
over $41 billion was expended on highways, of which $27 billion, 65 per cent, éame
from property owners, The trend is, however, toward increasing the share borne by
userde

As we have seen, state highway activities are primarily supported by the user,
but local expenditures for highways and streets are raised chiefly from automobile
excises and the property tax, In 1949 the state and local government gpent approX-
imately $30,6 million for highuays, of which over 74.4 per cont came from the users
This compares rather closely with the figure of 76 per cent collected from users
in California, A careful survey of highway use and benefits will be necessary,
however, before one can evaluate the equity of the present distribution ofjcostS¢

All statistics for Maine indicate a very heavy reliance on automobile taxeé.
In 1950, 44.6 per cent of all the tax revenue of the state came from highway-users,
as compared with: 28,9 per cent for the forty-cight states, In fact, almost a third
of all state rcvenue was derived from user sources, It would appear that, compared
with the experience in other states, highway user revenue is already at a high levecl,
The gas tax

The first state to levy a gas tax was Oregon in 1919, and in 1923 Maine enacted
a one cont. tax, which vas increased to 3 cents in 1923 and to 4 cents in 1925, No
further change wes made in the rate, however, until 1947, when it was raiéed to 6
cents, Currently, a use fuel tax of 6 cents a gallon is also levied on all fucls,
not subject to the gasolinc tax, and a motor carrier tex, cnacted in 1947, réquires.
that "every motor carrvier shall pay a road tax equivalent to the existing rate of
taxation per gallon, calculated on the amount of motor fuel used in its operation
within this state," On the latter lax a credit is allowed on all gas purchased
wilthin tho state,

The 6 cent gas tax, which was made permanent in 1949, definitely raises our




TABLE L

STATE MOiOn VEHICLE FUZLS TAXES-1949

e xR

State Levy % of Total Levy Rank Order
(Ihguﬁgndb) Revenue Per Capita in Ue Sa
Alabana $ 27,758 25.6% $  9.10 31
Arizona 9; 588 20,5 12,92 11
Arkansas 20,971 2547 11,04 19
California, 128,375 17,1 l2@26 14
Colorado 18,563 21,9 14,12 6
Connceticut 17,555 18,7 3,80 34
Delaware 3,060 19,6 9,65 27
Florida 46,492 3346 17,01 1
Georgla 38,199 349 11,18 18
Idaho 9,354 31.5 15,96 2
T1linois 51,280 13.6 590 L,
Indiana 36 985 21.1 YA 29
IOW& f-..5 026 1850 9e 59 28
Kansas 20,472 20,2 10,78 22
Kentucky 31,434 312 10,72 23
Louisiana 38,793 17.4 14,53 5
Maine 12,099 3064 13.34 9
Maryland 20,660 17.3 2,90 32
Massachusctts 23,925 10.7 5005 46
Michigan 43,322 11l.5 6o 84 AR
Minncsota 26,154 16,0 8,81 33
Migeissippi 21 4819 25,0 10,05 25
Missouri 17, 693 11.6 Lo 5l 47
Montana 7y 660 29,9 13,05 10
Nebraska, 18 176 L1l o4 13,90 7
Nevada 2 490 27 .6 J5 76 3
New Hampshire 4,618 2363 8673 35
New J _.rsey 30,057 20,6 69&) 43
New Mexico 8,740 19,6 12,91 12
New York 83,837 11.2 5469 45
North Corolina ,A4,54 21,1 11,04 19
North Dakota 55 346 14.8 3,68 36
Ohio ;64 628 17,9 C 8,18 39
Oklahoma 28,111 19,5 12,61 13
Orcgon R0, 643 21,0 13,67 8
Ponnsylvania 78 849 17,7 7456 40
Rhode Island 086 14.8 749 41
South Carolina 23 105 25,0 10,96 21
South Dakota 6;49? AN 9,99 26
Tennossoe 39,033 R7.8 11,90 15
Texas 71, 636 23,1 9433 30
Utah 7 127 16,5 10,39 R4
Vermont 4,137 22,6 11,00 20
Virginia 38,375 203 11,81 16
fashington 27,633 14,1 11,70 17
Vest Virginia 16,781 16,5 ’ u¢)9 38
Wisconsin 29,259 15,4 8456 37
Wyoming 44520 20,2 15,64 4
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rate above that of our neighbors and, in a sense, our competitors, In Massachu=
setts the gas tax is 3 cents; in Rhode Island, Connecticut, and New Hampshire it is
4y and in Vermont it is 5 cents, Natlonally, the picture is not so disturbing.
In May 1950 there were ton states with a rate in oxcoss of 6 cents, Arkansas;’
Florida, Georgia, Kentucky, Louvisiana, New Mexico, North Carolina, Cklahoma,
Tennesce, and Washington, Another nine states levied a 6 cent tax ==—Alabama,
Oolorado, Idaho, Mississippi, Montana, Nebraska, Orcgon, South Carolina, and
Virginia. Thus twenty states have a gas tax of 6 conts or more and in several
states municipal governments are also lovying a motor fuel tax,

The gas tax 1ls the most lucrative tax lovied by the Stato.. In 1949, it produced
$13.34 per capita and accounted for over 30 per cent of total rcvenue, Maine was
the ninth statc in rank order in the per capita yield of motor fuel taxes, oxe
ceeded only by Florids, Idaho; Novada, Wyoming, Louisiana, Colorado, Nebraska,.
and Oregon, in that order. It should be pointed out that the high per capita yield
in Maine is partially a reflection of our tourist economy,

By all indications, the gasoline tax is alfoady being utilized to guch an ex-
tent that any further increasc would raisc the rate too far ahove that in the other
New Eungland states,

The gasoline tax is a simple and inexpensive tax to collecl; in tho 1948 fiscal
year cost of administration was only 27/100 of 1 per cent, Greatest difficultics
in adminlstration regult from the exemptions granted for non~highway uscse Such
exomptions are expensive to administer, and it is almost literally impossible to
prevent their abuse, It would greatly facilitate the enforcement of this levy if
the legislature would repeal the present refunds for non-highway use, In the 1950
fiscal year, they totaled $573,484,

Motor vehicles registrations and drivers Jlicensos

In 1901, Necw York levied the first registration fec on automobilecs; now all

states have such registration taxes., Tho actual fees vary widely, and thero is

little uniformity in the basis upon which they arc levied,. There is, however,
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a tendency toward :. flat fee within weight classifications, because it is easy to

adninister,

The committee did not attempt to study our schedule of automobile registration
fees, but there is some readily avallable evidence which indicates that the present
burden in Maine falls too heavily on light passenger cars, and that fees for trucks,
buses, and other hosvy vehicles should be increased,

TABLE LI
Rank order on Annual
Motor Véhicle and Related Taxes
(November 1, 1949)

State Small Large Medium truck . Heavy truck
Passenger Passenger (intrastate . (intrastate
R A=) s K R AX Vehicle ___ contract carrier) ..COLImon aarrier)

Maine 7 10 17 26
Vermont 26 38 2/ 29
" Ne H, 31 R23 32 37
R, I, 24 2L 40 43
Conn, 19 17 37 38
Mass, 37 21 46 48

SOURCE: Griffenhagen and issociates, Annual
Motor Vehicle and Related Taxes on
Motor Vehicles of Various Types in
the Forty-eight Btates as of Nove
ember 1, 1949,

PO e am e Ak Ay B AR S Al o IETae e

Comparison of the total tax burden on motor vehicles is difficult because in
many jurisdictions these vehicles are also subject to property and sales taxes,

In Maine, for example, there is a local excise tax, vhich is levied in lieu of the
pboperty tax, In revenue from registrations and licenses alone, however, Maine
ranks tenth among all states with a per capita income of $6,56, but it is helow
Vermont and New Hampshire which are first and sixth respectively,

Although there should be a revision in the schedule of registration fees, which
would no doubt result in some increases for heavy vehicles, there should be no gen-
eral rate increase, In theory, it is sounder to keep such fees low and levy a higher
gas tax, since the latter is a better reflection of highway use and subsequent
benefits,

In conclusion, it would appear to be unwise for the State to attempt any




TABLE LIT é
STATE MOTOR VEHICLE & OPER..TOR'S LICENSE TAXES-1949 |

Per Cent of Levy Rank Order
State Levy Total Revenue Per Capita in U, S
Alabang $ 6,836 643% G 2424 4R
arizona 3,114 6.7 4o 20 26
Arkansas 6,871 8oy 3462 32
California 55,664 7 el 5.32 17
Colorado 5,673 6,7 Le3l 25
Connecticut 9,937 10,6 4o 98 19
Delaware 1,558 10,0 4o 9L 20
Florida 21,000 15,2 7,68 3
Georgia 5,089 b7 1,49 Ly
Idaho 680 Re3 1,16 47
I1linois 35,194 Qe 4,605 29
Indiana 15,635 8.9 3699 30
Tova 19,336 13.9 741 5
Kansas 9,273 9.1 489 21
Kentucky 74,342 743 2450 39
Louisiana, 6,636 3.0 2ak9 40
Maine 5,938 1469 6,56 10
Maryland 9,048 7.6 3490 31
Massachusetts 11,411 5el 2 ol 41
Michigan 38,358 10,2 6,06 12,
Minnesota 1544774, 905 5¢R2 3
Mississippi 3,142 346 1.45 45
Migsouri 16,138 10,6 bl 28
Montana, 609 2k 1,04 48
Nebraska 1,657 3.8 1,27 46
Nevada 1,290 143 8,16 2
Nev Hampshire 3,803 19,2 7.18 6
New Jorsey 32,872 22,5 6,82 3]
New Mexico 45300 996 6435 12
New York 68,861 9el L o67 23
North Carolina 16,748 7.9 Lol5 27
North Dakota 4y 603 12.% v 4
Ohio 43,604 12,1 5452 15
Oklahoma 14,569 10,1 6453 11
Oregon 10,358 10.5 6,86 7
Pennsylvanin 50,563 11.4 4685 22
Rhode Island 44276 10,8 5 olils 16
South Carolina hy338 4o 2,400 43
South Dakota. .- 1,940 VA 2498 38
Tennessee 10,057 742 3,07 35
Texas 23,435 765 3405 ‘ 36
Utah 2,378 5¢5 3046 34
Vermont 3,800 R1,2 10,32 1
Virginia 11,624 8a9 3,58 33
Viashington 7,142 3.6 3e0m 37
West Virginia 9,170 2,0 e 59 24
Viisconsin 21,622 1144 6433 13
Vyoming 1,963 12,3 669 9
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appreciable increase in either the gas tax or registration fees,

Our primary concern is with the General Fund, There are four separate sources
of income for this Fund, from which in 1950 over %5 million was derived, The Prop~
erty tax, 17 per cent of all revenue yielded $5.6 million; the cigarette tax, 15,9
per cent, $5,1 million; federal grants, 20,9 per cent, $6,7 million; and liquor
profits and excises, $6,5 million, or 20,4 per cent, Federal grants, as with the
Highway Fund, do not represent a net galn even if they are increased, since the
State must augment its own revenue collections to be able to match federal funds,
Other significant sources of General Fund Revenue are inheritance and estate taxes;
levies on public utilities and insurance companies, and service charges.

TABLE LIII

PROPORTTON OF GENERAL FUND REVENUL
from Specific Sources, 1950

Property tax 17 3% Pari-Mutuels 1,0 %
Inheritance & estate Other taxes 1,0
tax 46 Pederal: Grants 20,9
Cigarctte tax 1569 From cities, towns,
Taxes on corporations o7 & counties 1.5
Taxes on public Taxes on insurance
utilities 7.9 companics Lol
Taxes on hanks o5 Service charges 247
From liquor 203 Other revenue 1.5

eemroar am aEedsor  m—te s S A B e G 4 liamLGe TR WA WL,

Revenue for the Gencral Fund increased 91 per cent in the last decade, but
expenditures rose 104 per cent in the same period, another indication of the present
deficiency in General Mund revenuc, The state property tax did not reflect the re-
cent inflation and remained relatively stable; thus 1t was an unsatisfactory levy
from the viewpoint of flexibility, The greatest increase, 2072 per cent, was in the
cigarctte tax, with the income from pari-mutuel betting next with a 624 per cent
increcase, Taxes on public ubilities rose 82 por cent, those on insurance companies,
108 per cent; and liquor revenue, 82 per cent, In the following discussion, we shall
deal with each of the major taxes utilized for the Genersl Fund, with special ref-

erence to the possibility of inereasing revenue from cach source,
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First, the property tax is the third most important source of General Fund
rovenue; it is excecded in yield only by federal grents and liquor profits, There
has been, however, an increasing tondency in recent years to question state utiliza-
tion of the property tax, Many are convinced that this levy should be rescrved for
local utilization, and tho experience in other states has been in this dircction.
Indubitably, the failure of the Maine legislature to relinquish the property tax to
municipal government arises from its inability to agreec on another major tax to
replace ite

The state tax on cities and towns is a levy of 7% 1nills on all municipalities;
it is included in the local commitment and is collected as a part of the local
property tax, The tax is, however, asscssod upon the basis of the state valuation,
which is made every two years, rather than the local asscssmenu,

There is some confuslon as to how the state valuation is computed, but 1t
should be undecrstood that it is.not levied on individual propertics as such, but on
cities and towms, It ig the practico of the State Tax Assessor to determine local
valuation practices. Then "by a process of ficld chocking, comparing appraisals
and salecs prices with local valuations, an estimato of the local valuation ratio=-
the proportion of 'just! value at which property is locally assossed - is obtained,
Thus the over-=all local valuation is adjusted in the light of the ratio thus ob-
tained," This is not an idoal procedurc, but it is tho best thav the Burcau of
Taxation can do with its prosent budget and staff, There are, at the moment, fewer
than 5 full time omployces engaged in the preparation of the state valuation, The
final solution, howcver, should bo to improve local valuations, rather than a pro-
longed and expeingive cffort to onvolve an accurate stato valuation,

In addition to the stato tax on citics and tovns, therec is a propcerty tax on
the unorganized territory, which is asscssed and collccted directly by the Statea
This tax is primarily on timber land, and the valuation is bascd upon a cruisc which
is mado about evory fiftcen ycars for cach parccl of properity. In the interim

period the valuation is adjusted by factors to take carc of growth and cut,




TABLE LIV

STATE DEATH & GIFT TAXES- 1950
(thousands) % of Tax Levy Rank Order
State Levy Revenue _Per Capita in Ug S,

Alabana $ 914 - 71% $ 0630 36
Arizona 118 023 W16 39
Arkansas 203 023 oLl 41
California 19,857 2,13 1,90 7
Colorado 1,919 2,07 Lo46 13
Comneeticut 5,868 4o 96 2.9 2
Dclaware 2,879 10,66 9,08 1
Florida 3,011 1,63 1,10 17
Georgia 613 45 018 38
Idahio 222 65 638 34
I1llinois 74259 1,67 033 R2
Indiana 3 s OZ;.E la37 e87 2
Tova 3,408 2621 1,31 14
Kansas 1,081 - 086 057 29
Kentucky 2,618 .14 +89 0
Louisiana 1,510 e 59 o D7 29
Maine, 1,476 3613 1,63 9
Maryland 2,583 L84 Loll 16
Massachusetts 9,660 3,12 2,05 4
Michigan 7,934, 1a73 135 15
Minnesota 2,334 1,19 079 3
Mississippi 232 .25 J11 4L
Missouri 2,675 1,45 068 5
Montana 422 1,30 072 R4
Nebrasks, 39 033 old 40
Novada, S e - -
New Hampshire 911 3,75 1,72 8
New Jerscy 9,600 5605 1,99 5
New Mexico 215 039 032 35
New York RR,375 2,04 1,52 11
North Carolina 2,211 096 055 30
North Dakota 113 029 018 38
Ohio 4y 194, 298 053 32
Oklsahona, 2 34449 1.48 1,10 17
Orcgon 1,467 1,33 097 19
Pennsylvania 21,706 4e36 2,08 3
Rhode Island 1,556 3,16 1,98 6
South Caroling 397 odl 19 37
South Dakota 375 095 58 R_8
Tennessce 1,955 1,21 460 R7
Texas 6,047 1,76 79 23
Utah 370 oS0 o 54 31
Vérmont 371 1.69 +99 18
Virginia 2,006 1,30 62 26
Washington 3,559 1,51 1.51 12
West Virginia a9g 78 A 33
Wisconsin 5,338 2 b4, 1.56 10
Wyoming 110 o 57 038 34




=63
In general, it is the policy of the state to maintain a stable valuation, Whether
this is a wisc policy or not may be debatable, but therc is rathor geoneral agrecment
that the adoption of a severanco tax for timber, such as that recently instituted in
New Hampshire, would be a better solution to the taxation of our timber stand than
an attompt to improve present valuation practices,

By 1949, approximatoly half of the states had withdrawn from the property tax
in whole or in part, and in l950; this levy comprisod only 4 por cent of the tax
revenuc, exclusive of uncmployment compensation, of the forty-oight states, as com-
pared with 12 por cent for Mainc, At a bimo when other states arc reolinquishing
the property tax to local govermments so as to alleviate their revenue problems, it
vould appcar to be unwisc to incrcase tho statc proporty tax,

Second, since 1947 the inhoritance and cstate taxes have been assessed and
colleeted by the Bureau of Taxation, and administrative practices have been revised
to facilitato onforcomont of this lovy, There can be no great incrcase in income
from this source without an incrcment in ratcs which should not be attempted since
they arc already high enough, Morcover, inheritancc taxcs are an unstable source
of rovenue, and no statc can afford to rely on them for a major portion of its
income, Mainc alrcady ranks ninth among the forty-cight states, in the por capita
income raised from this source,

A popular and extremely lucrative sclective sales tax is that on tobncco, which
is imposed in forty statos, Most of the rovenue from this tax invariably comes from
tho salc of cigarcttes, but nine states tax other tobacco products as woll, It is
intoresting that tobacco taxes arc a rather recent source of state rovenue, even
though the first federal tobacco tax was imposed by the Socond Congress, Tobacco
levics are also vtilizod by some municipal governments, but thero is a rathor gencwal
agrecemont that they arc not casy texes for small arecas to cnforcc,

The onforcoment of the tax is accomplished in all states, with the excoption
of Massachusctts, by stamps or by a mctering devico, and the manufacturor or dis-

tributor is rcsponsible for stamping all packages., Mainc follows the common




TABLE IX
STATE TOBACCO TALES - 1949

e

Per Cent Rank

State Levy of Total Levy Order
o (Thous, ) ___Revenue Per Capita  in U, S, _
Alabama $ 7,662 7.1% & 2,51 23
Arizona N A N A i e
Arkansas 6,053 7ol 3,19 14
Calif'ornia o —— e e
Colorado mren e e s =
Connecticut 74295 7.8 3,66 9
Delaware e - o i
Florida 12,519 9,1 4458 3
Georgila 8,327 76 2okt 25
Tdaho 1,628 5,5 2,78 19
T1linois 30,169 2,0 3,47 12
Indiana 12,499 7ol 3.19 14
Tovwa 4904 3.5 1,88 30
Kansas 4,790 bo'l ReH2 22
Kentucky 5,008 5,0 1,71 3
Louigiana 15,781 Tal 5,91 1
Maine 5,170 13,0 5,70 2
Maryland e - wra -
Massachusetts 21,234 965 4o 51 b
Michigan R2,533 6,0 3657 10
Minnesota 8,856 5edh 2,98 16
Mississippl 6,691 7,7 3,08 15
Missouri e emee amies s
Montana 1,306 5.1 2472 27
Nebraska 3,835 $e7 2693 18
Nevada 492 54 3,11 14
New Hampshire 2,157 10,9 4,s 07 6
New Jersey 17,996 12,3 3.73 9
New Mexico N A N A o —
New York 58,226 7.0 3.54 11
North Carolina e o = i
North Dakota 1,658 4ob 2,69 20
Ohio 17,602 449 2.23 26
Oklahoms, 9,455 6,6 LRl 5
Oregon . — —— —
Pennsylvania 41,128 942 369 7
Rhode Island 2,964 7e5 3677 a8
South Carolina 54545 6,0 2,63 21
South Dakota 1,712 567 2,63 21
Tennessee 8,206 58 2,50 24,
Texas 22,658 763 2695 17
Utah 867 R 0 1526 32
Vermont 1,202 6,6 3,20 13
Virginia " s o - e
Vashington 5,164 2.6 2.19 28
West Virginia 2,203 RaR 1gl0 33
Wisconsin 6,748 3.6 1,97 29

Wyoming

i o pma ] L

1
1
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practice of allowing distributors a 3% per cent discount for affixing stamps,

The state of Massachusotts claims to have saved a million dollars a ycar and to
have intorfored less with normol business practicos, by dispensing with stamps al-
togothery

The frend in tobacco tax revenuc in the last decade has bocn upward, - In 1947,
Mainc increcasod its cigarcttc tax from 2¢ to 4¢ per package and imposcd a tax of
20 per cent on tho usual rotail solling pricc of tobacco products. The present ratc
of 4 conts per package of cigarcttes is cxceeded by only 6 statos, Those sclective

salcs taxes werc supplementod in cach instonce by a uso taxe.

TABLE LXT
CIGARETTE TAX RATES
2 cent rate 3 coent rate cent rate 5 cont rate 8 cont rate
(7 stotes) (17 states) 8 statos) (5 states) (1 stato)
Arizona Alabama Arkansag Florida Louisiana
Delaware Connocticut Minncsota Goorgia
Towa Idaho Maine Magsachusctis
Kentucky Illinois New Moxico North Dakota
Montana Indiana Mississippi Oklahoma
Ohio Kansas Pennsylvania
Utah Michigan Vermont
Nebraska Washington
Novada

Now Jcerscy
Now York

Rhode Tsland
South Carolina
South Dakota
Tenncssce
Texas
Visconsin

. . . 1 . e
The rote in N, H, is Ri¢ and in Wost
Virginia 1 cent per packe

Since 1941 the income from tobacco taxcs has incrcasod 2,000 per cent, but as
of this ycar, therc has been a decline of 564 per cent from the poak revenuc year of
1948, The widespread usc of tobacco and the substantial. incomc from this tax cs=
tablish it as a consumer tax and rcmoves it from the catcgory of luxury lovios,

0f all the 40 tobacco states, Mainc derives by far the largest proportion of
its total tax revenuc from tobacco lovies, In 1949 cigarcttc, cigar and tobacco
products taxcs amounted to 13 per cont of Maine's total income from taxcs. For

purposcs of comparison, tho statc of New Jerscy,which derived 12,3 per cont of its



tax rovenue from the cigarctto tax (no taxcs on other tobaeco products), was our

closcgt rival in tobacco tax collcetions; at the othor oxtreme was Utah, which was
last in the nation with only 2 por cont of total tax yleld coming from its 1 mill

tax on cigarottess

TABLE LXIX
RECEIPTS Fr0M THE TOBACCO TAX -
Yoax Anount
1941 $ 236,708
1942 1,338,843
1943 1,440,388
1944, 1,601,442
1945 1,371,515
1946 15964,411
1947 2,305,929
1948 54433,354
1949 5,170,388
1950 5,241,821

The above figurcs (percontages) aro significant only in relation to total tax
revenue, however; six ét&tos tax cigarcttes and other tobacco products at higher
rates than Mainc docs, and sovon statos tax at the same rate. A glance at Table
IX roveals, however, that Maino's por capita tobacco tax lovy of $5,70, outstripped
only by Louisianats $5,91, is tho socond highest in the country, The latter state
has a 4 mill tax on cigarcttes as comparcd with our 2 mill ratc,

In the light of the abovo statistics and in view of the fact that cigarcttes
are considored by most smokers to be nceessitics, it scems unwisc to rely on Mainc's
alrcady disproportionately high tobacco levy for cven morc revenuc than it now pro-
ducces, JIndcod it would appecar that if the Logislature should authorize cither a
state income or sales tax, the cigarctte tax ought to bo roduccd,

Commigsion on Pari = Mutucls

The state incomo from pari-mutucl hetting in 1950 was $320;OOO or 1 pcr cont
of Goneral Fund Revenuc, and in 1951 this source of income will incrcasc by approxe
imatcly $300,000 as a result of the ostablishmont of running races, A state which
builds its rovenuc systom upon drinking and gombling is not in an cnviablo position,

and 1t appcars that Mainc is alroady raising a sufficicnt proportion of its revonuo




TABLE LXTII
STATE PARZ-MUTUEL T XES~ 1949

State Levy Per Cent of Levy Rank Order
, (Thousands) Total Revenue Per Capita in U, S,
Arizona: S ) 168% $ 1,15 10
Arkansas 631 .8 o33 15
California 16,990 263 1.62 9
Delaware 950 6¢l 3,00 s
Florida 13,206 945 4,483 3
Illinois 8,633 243 299 11
Kentucky 679 o7 e23 18
Louisiana 776 o3 +20. 16
Maine 253 o6 028 17
Maryland 4,'758 All-oo 2005 5
Massachusetts 8,065 3.6 1,71 g
Miohigan 3 ,24/-]— e o5l 12
New Hampshire 2,678 1355 5005 R
New Jerscy 9,786 6,7 2,03 6
New Mexico N NA - -
New York R74245 367 1,85 7
Ohio 556 92 007 19
Oregon 645 o7 043 13
Rhode Island 4 041 10,2 5eld 1
Vashington 679 o3 e29 16
Vest Virginia 747 o7 37 14
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from pari-mutucls, Morcover, pari-mutucl betting in Maine will nevor yicld the
substantial amounts reported for New Hampshire, Rhode Island, Florida,.Now Joerscy,
and Dclawarc, Thore is simply not a sufficicnt concentration of population upon
which to draw. Of course, if profcssional gamblers arc attracted to the Statc in
any numbers, the tax income from thié sourcc will increcasc, but this is not an al-
togethor happy futurc to contemplatc,
Qther Taxes

This clagsification includes a misccllancous group of itoms, such as other
bugincss taxcs, poll taxes, certain property and school taxcs in the unorganized
territory, and various inspection and liccnsing feese No significant amount of now
recvenuc can bo convenicntly raiscd from thesc sources, without aggravating their
nuisance character,

Scrvice chargos

This non-tax rovenuc is compriscd primarily of chargos for various scrvices
renderod by the statc, such as hospital charges and school tuition, incomc from
rents, and the salc of commoditics, Only a limited amount of rcvenuc is available
from this sourcc,

Contributions from citics, towms, and countics

Citics, towns, and countics contribute to tho statc for various welfarc, health,
and cducational progroms, but, in the light of the proscent financial stringoncy
reflected in local budgets, it would be unwisc to attcupt to inercase thosc items
substantially, On thc contrary, thc trend is in the opposite dircction,

Ligquor and Becor

Taxcs on alcohol were first imposed by the Foderal Government in 17913 and
although this first step into the ficld of alcohol cxeisos rosulted in the "whiskoy
rcboellion, levics on aleohol have continued, aside from the interruption of the
Prohibition cra, over sincc, After tho ropeal of Prohibition in 1933, all states

imposed an cxeiso tax, olthough beforce Prohibition they had beon content with revenue
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from licenscs, Again, we arc dealing wlth a reclatively ncw stylc lovy, It is also
interesting to observe that all stotes levy an oxeise tax on aleohol, cven though
Oklahoma and Mississippi arc dry,

In sixtocn stotes (Mainc is onc of these), a systom of monopoly control is
utilized; in all but Wisconsin this control is cxerciscd through rctail storcs, In
Horth Carolina, countics may oporatc liquor storcs, and in Minncsota some municie
palitics arc permitted to ongogo in tho sale of liquor. An cxcisc tax on malt
beverages 1s also imposed in monopoly stetes, In fiftecen states tho gencral saloes
tax is applicable to sales of alcohol, and it is customary to liconsc manufacturcrs,
wholcsalers, rctailers, rcstaurants, clubs, drugstoros, cte,

Most states colloet the tax on aleohol through the Tax Commission, but in
cighteen the lovy is administeroed by a liquor control hoard, In goneral, staﬁps arc
cmployed as a collcction device, but some states stdll collect on the basis of ro-
ported salcs, It is probable that thc high state and local oxeiscs on alcohol cn-
courcge cvasion = how much, it is difficult to cstimate,

It is often claimed that Maine rcliecs vory heavily on its liquor rovenuc, and
statigtics bear out this asscrtlon, In 1949, Maine's por capita rovenuc from
alecoholic boverages was $7,76, a figurc oxccoded only by Floride, Montana, Now
Hampshirc, Ponnsylvania and ‘Tashington, Only cight states derived more than 15
por cent of their total tax rovonuce from alcoholie bevorage taxcs; Maine ranked
fifth in this group with 17,7 per cent of its tax rcvenuc coming from liquor loviecse

The bulk of Mainc!s liquor rovenuc comcs from state storc profits, which in
1949 amounted to almost $4e5 million; in comparison, manufacturcr's oxciscs on
wines and beer brought in only slightly ovor $2 million, with liccnsc foeos totaling
loss than $500,000,

Mainc!s liquor gtorcs alrcady oporatc on a 61 por cent markup, which is in
cffeet a consumer!s solcs toax of rather stoggering proportiansa. It is doubtful if

this sourcc of rovenuc can be cxpanded appreciably without opening tho way for




'TABLE IXIV
_STATE, ATGGHOLIC BEVERGT EAXES-1949

State Levy Per Cent of Levy Rank Order
(Thousands) Total Revenue Per Capita in U, S,
Alabana $ 13 369 - 12 7% & Lol . RO~
Arizona 2,162 46 2,91 33
Arkansas 5 507 6.8 2,90 34
California 26,161 3.5 2.50 37
Colorado 44326 5.l 3.29 28
Connecticut 8,232 $e8 hel3 22
Delaware 1,032 6,6 3,26 29
Florida ?1 534 15,6 7438 4
Georgia 14’0161 12.8 FARIRG; 23
Idaho 3,917 1342 6,68 10
Illinois 23" 553 6.3 2471 35
Indiana 15,163 8,6 3,87 26 ‘
Towa 11, ’501:L 3e3 bkl 21 |
Kansas 44605 o5 R ok 39 '
Kentugky 11,092 11,0 3,78 _27
Louisiana 16 g3p 7.3 6,08 13 f
Maine 7 03'7 17.7 776 6
Maryland 9;946 2540 456 36
MQSSachugetts ”EQ 053 8.5 .63 18
Michigan 38,870 10,3 "6514 12
Minnesota ;13 701 Sk 4 o6R 19 |
ﬁ%ssissippi 2,251 26 1,04 47 |
Missouri 6 ,351, 42 1,62 46 |
Montana 5, 24() 20,5 3.9 1 \
Nebraska 2,715 642 2,08 43 |
Nevada 497 545 3,15 32
Nevw Hampshire 4,13 31 2049 7,80 5 |
New Jersey 15,387 10,5 3,19 31 |
New Mexico. 1,287 249 1,90 45
New YOI‘k . 68»691 962 4066 1.7 :
North C,r lina 9,250 Jo ol 2,29 4,0
NOZFt},l Dakota 433 607 3.95 24 !
Ohio 53,754 1se6 6,68 10
Olklahoma, 4,940 34 2,22 41
Orcgon 7281 8.9 5,78 15 :
Pennsylvania 89 Ordl 20,1 8.55 2 |
Rhode Island 1’605 4a3 2416 42
South Carolina 14,529 15,7 6,39 9
South Dakota 3,197 1006 4o92 16
Tennessee 8?062 5.7 2,46 38
Texas 14,4669 Lol 1,91 bty
Utah s, 048% 9.4 589 14
Vermont 2 7451 1540 7430 8
Virginia 24, 797 18,9 7,61 7
Washington 20 1271 10,2 8,52 3
West Virginia ’4711 12,2 6,21 11
Wisconsin 10 ,963 5.8 321 30
Vyoming 1,1081 740 3.90 25

l. 1Includes State Store ’rofits,
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largo=-gcalo ovasion procticcs, such as bootlcgging and smuggling which; with their
undesirable social offocts and incrcascd law cnforcement costs, soom hardly worth
what oxtra moncy a sizcablo incrcaso in liquor taxcs might bring,

The oxecisc taxes levied in Mainc on both domestically produccd and imported
wines and beor comparc favorably with thosc of other states, Our taxes of 5 1/3¢
per gallon on domestie malt beverages and 16¢ per gallon on imported becrs and alcs
arc only slightly above tho’U. S, median,

Licensc fees for tho manufacture and sale of aleoholic beverages in this stato
range from $50 for thoe manufacturc of wine from domestic raw matorials to $3,000
for tho priviloge of breowing or distilling contircly with impertod matcrials,

Retailers! liccnscs arc issuod to stores, taverns, clubs, rostaurants and
hotcls; fecs for thosc licenscs range from $100 for a malt boverage liecnse issucd
to a club or store to $600, which is the pricc of a liquor license for o hotel in
a city of 10,000 or moro population,

Taxes on business

Taxes on corporations and public service enterprises date from early in the
nineteenth century. The carliest corporation taxss were merely fees to cover costs
of incorporation, or else they were special assessments intended to prevent corpo-
rations from evading state taxes on intangible property, Income from these levies
was relatively small,

Currently, however, taxes on corporations constitute an important source of
state revenue although federal court decisions have. somewhat limited the power of
the states to tax the entrance and activities of "foreign" corporations,

Two types of corporation taxes are now in uge throughout the country, The first
of these is the organization or entrance tax, which has replaced the clginal flat
fee for incorporation; the second type of corporation lewy is the so=called fran-
chise, or privilege tax., In addition to these two types of taxes, thirty-three
states now collect corporate income levies, either in lieu of, or to supplement,

the general corporation taxes already mentioned, Revenue from the corporate
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income tax alone amounted to %641 million in 1949,

TABLE LXV

CORPORATION TAXES IN DETATL FOR TIE STATE OF AINE.- COLLECTIONS FOR
FISCAL YEARS
1944 and 1949

s g S g v P S S T L )

Classification 1944=45 1943~49
(Thousands) (Thousands)
Railroads $ 1,526 $1,908
Street Railroads 14 15
Telephone 531 8472
Telegraph 31 37
Express Co's 26 25
Parlor Car Cots, 1 1
Credit Unions 1 1
Corporate Franchise 199 204
Savings Banks 125 11
Trust and Banking 4 11
Tnsurance 813 1,305
Fire Invest, & Prevent, 38 68
Loan & Bl'dg., Ass'ns, 7 14
National Bank (Stock) 110 139
Trust and Banking (Stock) 63 95
Total $ 3,489 84,0806
1. Less than $500, Source; Bureau of Taxation

Annual. Report

The corporate franchise tax

This tax, as it is levied in liaine, is a nominal levy upon corporations and
in 1950 yielded only $214,000, Rates are graduated from $5 for corporations whose
authorized capital is under {550,000 to $50 for those with a capitalization of
$500,000 to $1 million, with %25 additional for every additional million in
capitalization, A comparable schedule is used for stock issues with no par valuee

In addition, corporations pay a small filing and organization fee with the
Secretary of State when incorporsted, and foreign corporations are subject to a
small fee for the privilege of doing businesg in the State,

It is obvious that the corporate franchice tax is not producing all the revenue

that could be derived from this source, However, before any changes are made in the

basis upon which it islevied, a decision should be reached as to whether or not
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the 8tate should odept a corporate income tax or some type of a gross recaeipts levy,

Public utility taxes

State taxes on public utilities have been levied since the advent of the rail-
road, the telegraph, and the telephone, The history of public utilities taxation,
however, has been erratic, since for many years the states could not agree upon
equitable or even satisfactory bases for the taxing of transportation, communication,
or other public service facilities, After 1875, the gross receipts tax came to be
generally accepted as the universal tax for public utilities, although many states
still levy on thelr public service corporations a hodge podge of special property
taxes, mileage taxes, and taxes on bonded indebtedness,

It is, therefore, difficult to compare states as to the burden of taxation on
public utilities, For the limited number of states with special levies on public
utilities, income from this source is of minor importance, Maine, however; in 1949
derived 7 per cent of its total tax revenue from public utility taxes; in fact,
Minnesota is the only state with a larger proportion of the tax dollar from this
source, Maine and Louisiana ranked third highest among the forty-eight states in per
capita public utility lovies, Thege figures should be used with caution since they
are not comparablge State taxeg in Maine do not include any levy on electric
companies; many stotes also tax utilities under their corporate income or general
property taie

In Maine taxes are levied on a gross receipts basis on railroads, telegraph
and telephone compagnies, express companies, and parlor cars, These taxes are
regarded as being in lieu of the property tax, although railroads pay a property
tax on all land and bulldings outside the right of way, and the telegraph and tele-
phone companies pay on all buildings and land, There is some evidence that utili-
ties pay less than they would if they were taxed wholly under the property tax.

The major problem of public utility texation would appear to be the placing of

=1Ll utilitlescon a comparable tax basis, preferably gross recoipts,
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Tax on insurance companies

There is a tax of 1 per cent on gross direct premiums sold to citizens of
Maine, It yielded $l,4 million in 1950 and appears to be a fair tax but the rate
should not be increased,

Other businegs taxes

The state also taxes the stock shares or deposits of Credit Unlons, savings
banks deposits, trust companies, fire insurance companies, building and Loan associa=
tions, and stock in banks and trust companies, The Committee was unable to examine
the administration and impact of these miscellaneous business taxes, but it is con-
vinced that they cannot be regarded as potential major revenue sources,

It is easy to overlook the fact that the most important tax on business in
laine still is the property tax, but that is, nevertheless, the case, It is esti-
mated that approximately 23,5~30,3 per cent of the municipal valuation is in in-
dustrial property. Thus the industrial vsluation under the property tax totals from
$181 to $223 million, In addition, mercantile and other business properties pay a
substantial property tax, which, unfortunately, cannot be accurately estimated,
Business also, along with other taxpayers, contributes a part of the revenue from
the selective levies upon which the state relies so heavily,

There should be further study of business taxation in Maine, with special
reference to the probable effect of the adoption of some type of general husiness
tax based either upon gross receipts or net income,

Dedicated and undedicated revenue

Our discussion of General Fund Revenue has made no distinction between dedi-
cated and undedicated revenue, It should be pointed out, however, that in 1950;
$8 million of the income for general fund purposes was dedicated by legislative
action for specific activities, There was, therefore, only $24.2 million; which
was directly subject to the budget,

The utilization of dedicated revenue is to be deplored because it reduces the
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comprehensive of budget control, encourages irresponsibility in expenditures, and
makes impossible cffective utilization of the funds which are available, The Leg-
islature should cease, thereforec, the custom of dedicating revenue for specific
purposes,

The income of the Special Revenue Fund is primarily from fces, licenses, and
special taxes imposed upon particular groups or professionge. As we have already
indicated, activities inecluded in this group arec self-supporting, and since the
income is dedicated to the support of specifilc programs, an incrcasc in the revenue
of this fund will not solve the fiscal problems of the State., Morcover, therc is
no potential major revenue source in tho items included in this Fund,

Consolidated revenue

A study of consolidated rcvenue in 1950 revecals a very heavy reliance on the
gas tax, automobile registrations and drivers'! licenscs, federal grants, and revenue
from liquor-=-all facts already demonstrated by our analyses of the General and

the Highway Funds,
TABLE IXVIT
CONSCL IDATED REVENUE STATEMENT
1941 and 1950
(in thousands)

_ 3950 I 1941

State Tax on citics and towns $ 5,187 364 7% $ 4y473 12,.83%
State Tax on wild lands 341 056 336 296
Inheritance and estato taxcs 1,476 2ol 554 1,59
Gasoline tax 12,522 20,46 6,350 18,21
Motor Carricr-—Fucl Tax 217 NoA
Cigarette and Tobacco Taxes 5,142 8940 <237 068
Taxes on Public Utilitios 23539 belb 13397 4o OL
Taxes on Insurance Co's 1,452 2637 629 1,97
Motor vehicle registration and : :

drivers licenses 6,223 10,17 4y31s 12,37
Hunting and fishing licenses 1,079 1,76 397 1,14
Commissions on Pari-mutuecls 320 Y Yy o13
Othor taxes 1,727 2682 - 089 2.3
From Federal. Government 13,012 21,26 Ly 564, 13,09
From cities, towns, and counties 1,484 2 64y 1,721 4e 4
Service charges 1,589 2,60 587 1,68
Liquor and beer 6,566 10,73 3,615 10,37
Other revenue 525 . 86 368 1,06

TOTAL $61,210  100% 38,871 100%
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The shift in the proportion of revenue collected from particular sourccs from

1941 to 1950 is of intercst, The inflexibility of the property tax, as it is now
utilized as a state tax, is demonstrated by the fact that it was 13 per cent of all
revenue collections in 1941 but in 1950 it had declined tec 3,5 per cent, At the
other extreme, the increasing reliance on the cigarctte tax is ob¥ious, In 1941 it

was loss than 1 per cent of consolidated revenue; by 1950 it was 8e¢4 por cent,

Both the gas tax and drivers'! licenses and automobile registrations werc 2 per cent
less important in 1950 than in 1941, The proportion of revenuc from beer and liquor

and public utilities, however, remained practically constants

An especially alarming feature is the expansion of the importance of fedcral
grants, In 1941, fedcral financial assistance to the state was only 13 per cent
of all revenue; by 1950 it was 21 per cent, The implications to state finance are
clear when we realizc that for cvery dollar cxpended by tho stato govermment, 21
cents comes from the Federal Govermment, The freccdom of the State to budget its
ovn particular needs is increasingly limitcd; aiready gince fedoral grants generally
rcguire matching, somewhere betwcen 30 and 40 per cont of state expenditurcs are
subject to direct supervision by the Federal Government, A vital federal system may
oventually prove impossible unléss there is coordination of federal, state, and
local tax policies, with adequate revenue sources guarantoed to the last two, ‘

The increcasing importance of federal grants also results in another condition,

which somotimes we do not sufficiently appreclate, For oxample in the 1949 General

Fund Txpenditures more state tax dollars were spend on cducation and libraries than
on health and welfare, Spocifically, %7 million was appropriated for the former,
and $6,8 million for the latter, Other revenue olso equaled 1044 per cent of
expenditures for development and conservation of matural resources, and 11,1 per
cent of those for institutional scrvices, Proponents of substantial economy in the
Health and Welfare Department should rcalize that approximately $6,8 rather thon

$1244 million is the oxpenditure total within which the economilcs must bo effected,



7 Sy

TABLE IXVITI
SUMMARY OF EZPENDITURIS, APPROPRIATIONS,
AND REVENUE

- e = XD - e
Other revenuc
Expenditures Appropriations as per cont of
. , ‘ Expenditures
General Administration & 1,756,795 # 1;8009566 2.5
Protection of porsons and - :
property 1,055,073 739,339 540
Development & conscorvation 1,174,551 1,033,442 10,44
Health and welfere 12,419,926 6,835,137 45404,
Institutions 4 956,330 43157521 11,14
Education and librarics 74,756,757 7,080,570 7¢99
Recereation and Parks 127,589 67,857 23,63
TOTAL 30,419,234 $22,857,539 2331

e ar e

The incidence of taxes on individuals

In an attompt to measure the impact of present taxos on individuals,'a number
of hypothetical taxpayors werc assumed, Theso individuals, of course, arc not
typical of any one person, but they do illustratc the tax payments which individuals
in different income groups might be oxpected to make undor normal conditions,

We have taken as cxamples fivo cascs from daifferent incomec lovels, It was
assumod that A's income is $1,500; Bis, $2,500; C!'s, {35,100; D's, $10,200; and
E's, $41,000,

Table LXIX indicates that cach hypothotical case pays the following percentage
of his income for state and local taxecs:

A B C D E
8% 7 e 5% 70 1% 761 3.3%

It is covident that, oxcept for tho very high and the very low income groups,
the impact of state and local taxes is proportionals
Conglusion

An analysis of the thrcc major funds rcveals that it would bo unwisc to incrcase
state revenue by further exploitation of oxisting levies, Onc is struck by tho
degree to which the Statc of Malno rclics upon voluntary taxose Vhile most other

states have at leoast ono tax which is broadly basod and which is related to sconomic




T.BLE LXIX

b - O T i e

Individuals L B C D E
Stato taxes w o n
Cigorettos &% g &8 & 165 24 4 24,
(200 packs) (200 packs) (400 packs) (600 packs) (600 packs)

Automobile
Gos Tex 15 30 36 60 78
(250 gals.) (500 gols,) (600 galse) (1000 pals,) (1300 gals,)
Reglstration 14 14 4 16 32
Driverst' Liconscs 2 4 4 4 2,
ALlecohol 1 2 A 10 20
Property Tax 9 13 30 L4, 20
Total State GAD 67 & o & 148 & 248
Local toxes
Property 66 99 221 330 688
(60 por cont 825,000

Vﬂiuition‘¥ffi§ﬁll.$2,OOO houso (3,000 house $7,000 houso $%10,000 housc housc
rato

Poll tax 3 3 3 3 3
Ixcige on 5 5 20 45 100
cor
Personal Property v 162 275
Misc, 2 10 15 20 25
Total local G 76 & 117 noo269 % 570 $ 1,091
Totol stato
& locel 125 188 363 728 1,339
Fedorel incomo 0 0 365 1,206 19,000

Total & 125 & o1ee & 728 01,934 810,339
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activity, oither through income and/or sales, Maine, like New Hampshire and New
Jersey, continuos to rely upon the property tax and selective consumer 1evios; such
as taxes on alcohol; cigarcttes, and gasolinew--lcvics which may bo avoided and which

singlo out particular groups,

ATMS OF RECOMMENDATION

The Tax Reovision Committoo attompted to arrive at some gencral considerations

which would sorve ag guidoposts in the formulation of specific recommendations,

The members roalized from the start of thoir deliberations that tax systoms are

not madc in hecavenj nor arc they the product of abstract theory, Rather tax maling
is Ya group contest in which powcrful intercsts andecavor to rid thomsclveos of prosent
or proposcd tax burdcnse'

"A good tax", thercforc, dofics definition, Goodncss depends upon a gpecific
time and a given sct of circumstances, and generalizations covering all situations
nocegsarily fail us, Fundamontally, onc'!s criteria to determine a good tax depend
upon such broad considerations as oncl!s concept of the cconomic system, Finally,
one must always romombor that today no tax stands alono and that individual lovies
must bc analyzcd, thorofore, in terms of the composite of all tax systcms, fedoral,
state and local,

Adam Smith, a good many ycars ago, formulated the classic canons of taxation,
To rcpeat them is to run the risk of being accused of dealing with the trito,
According to Adam Smith, tax systems in o classical cconomy worc to bo measurcd by
certain eriteria, cquity, certainty, convenicnce, and cconomy of administration..
There is no nced to tndulge in a lengthy discusgion of thesc canons here, but it

should bc noted that the Committoc attemptoed to mecasurc our prosent tox system and

proposed changes in rolation to such criteria as (1) adequacy of revenue, (2) cquity
in tho distribution of the tax burden, (3) floxibility to mcet changing cconomic
conditions, (4) cconomy of administrotion, (5) political and cconomic fcasibility of

prescnt and proposod taxes, (6) divorsity in tax sourcos and a bboad basc,
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First, an adoquate tax syetoem, owst the Jong run at least, must provide suffi-
ciont rovenuc to meet normal governmental necods; otherwise it bocomes nesossary to
resort to defiedlt financiﬂgé But the inflationary policics of the federal govorns
ment are not avallablo to stato and local units~-fortunatcly so, for thesc policics
have alrcady gone far to destroy the solvency of local government and cven to threat-
cn the financial indopondence of tho statcs,

Tho question of adoquacy naturally raiscs the quory:s adeguato for what? What
is meant by normal scrvicos? Obviously, there can be little real agrocment as to
the adequacy of our tax systom until there is somo conccnsus as to tho proper scopo
of govermment and the adoquady of proscnt scrvices,

The facts arc clcar, howevor, Unless thorc is a rcduction in proscnt sorvicos,
tho available rovonuo will not moct tho requirements of the Statc, On this coﬁnt,
it is impossible to give the present revenuc systom of Moino a passing gradc, In
fact, it was this deficicney which provided the ooccasion for the Tax Révision
Committece,

Sccond, a tox systom should have a broad basc so that tho support of government
docs not fall upon a solccted fow and so that financial rosponsibility is apportioned
among all inhabitants. Moroovor, thero should bo sufficicnt divorsity in tho tox
basc so that the failurc of any onc source doos not cripple govermmont, Finally,
all citizcns benefit from government, and thoy should feol that they have a diroct
financial interest in it and ite activitics,

.We have alrcady pointed out, in fact, almost gd ;nemseen, the very limited tax
basc in Mainc, Thosc who drink alecoholic beverages, thosc who own and drive cars,
thosc who smoke, and thosc who own proporty are rosponsiblc for the great bulk of
statc and locdl revenue, Thero arc no broad baso levios, such as the sales and
income taxcs, and if onc is so inclined, hc may kocp his financial contributions
to local and statc governmont at a ridiculously low figurc,

Third, thc narrowncss of the tax basc raisos tho question of another criteria

by which a satisfactory tax system may bo identificd, Doos it spread the cost of
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government equitably over all classcs? Docs it provide for uniformity? Is the
support of government measurcd according to tho "faculty" of the taxpayer? Today,
it is more or loss univorsally accopted that gencral taxation should not bo promised
on henefit or sacrifice and that Mfaculty" should be measured in terms of marginal
utility, Thus a basis is provided for progrossive taxation, which is rcgarded as
fair and cquitablc, But thore still is no conconsus as to how progressive a tox
systom must bo to be fair, As we have alrcady pointed out tho present incidenee of
diroct taxos in Maine, with tho oxception of the vory high and the very low income
groups; is proportional rathor than progrossive or rogregsivec,  Taken alonc, thero-
forc, the state and local tax systoms aro not gearcd to ability to pay, but the total
téx impact, fedoral as woll as state and local, is still highly progressive, This
Committee is not prepared to say whether it is too progressive or whether it is not
progressive enough,

It must be admitted that in its distribution of the costs of government among
different groups of taxpayers, the state and local tax systems are inequitable,

For over a generation there hasg beén agitation because owners 6f intangibles, with

a relatively few exceptions, do not bear their proportionate share of governmental
cogts, There is also general agreement that the administration of the property

tax, still the most important levy utilized by state and local governments, resulus
in many inequities, which will be discussed latéro There is also evidence that

the burden on the real preperty owner is relatively too heavy. Probably, the great-
est problem of equity at the momént, however; is the tendency of intangibles to
escape taxation altogether,

Fourth, a tax system should have as little adverse effect upon the economy of
the state as possible, But when is a tax system harmful? There is a real and
fundamental disagreement among economists as to the effect of specific taxes upon
the economy, since theories of desirable tax incldence aro premised upon one'!s
concept of the economic system rather than vice versa,

The impact of the present state and local tax system on the economic 1life of
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of the state is difficult to analyze, because we do not possess sufficient evidence
of the importance of these taxes to our industries and business enterprisesg There
is no corporate income tax, of course, and levies on insurance companies and public
utilities are the only important taxes on business as such, Thore is no indieation,
however, that these levies are so onerous as to affect adverscly the economic
devélopment of the state, The great proportion of revenue, of course, comes from
selective sales levies and the property tax, The former are natural taxes for a
State where there is a substential transient population, and in Maine they mean
that our summer vigitors contribute heavily to the support of govermment, There is,
however, a limit to the oxploitation of thesc taxes because the recrcational businoss
is competitive, Excesslve reliance on selective sales taxes eventually may affect
adversely our recrcational bugincss,

The property tax is extremely unsatisfactory as a mecans of taxing industry he-
cause it must be paid whether profits arc earned or not, Morcover, since the valua-
tion of industrial property is a technical task, its administration is difficult,

In fact, the impact of the property tax in Maine is tolerated only hecause of the
present maladministration of this levy, Uholesale exemptions, undervaluation,

and tax bargoining are universal, but if the property tax is ever enforced accord-
ing to the letter of the law, busincss may find that its impact ils disastrous,
Certainly, it should not be pleasant for busincss owners to rcalize that their
property tax can hc trebled, or incrcased cven more, without any legal recourse on
their part,

There is, of course, disagreement ag to the probable cffect of the adoption of
o sales or income tax on the economic life of the State, Many fcol that a siate
income tax is out of the question since it would aggravate the harmful effects of
the very progressive federal levy, By rctarding the rate of saving, such a tax
rosults in a less rapid rato of ecbnomic growth and eventually it has o injurious
effect on our industricl potentlal, On the other hand, opponcnts of the sales tax,

espociolly those bclonging to the consumption school of cconomies, beliove that
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the fundamontal problem of economic cxpansion is the existence of adcquate markets,
They arc opposed, thorcfore, to the sales tax because it tends to reduce consumption
and hence tho market, Thus both the sales and the income taxes arc rogarded by their
opponents as harmful to the cconomy,

Fifth, there should be in any tax systom, an element of flexibility and eclage
ticity so that necossary adjustments can be made to meet new ond unforscon conditions@
Howover, the limited naturc of the tax base in Maine tonds to meke it rigid and re- ‘
duccs the arco over which readjustments nay be attompted,

Sixth, the toex basc should be stable cnough so that the State will not be withe=
out any rcvenwr in times of crisis, and yct it should possess the capacity to ox-
pand with the business cycle so that revonuc will rcflecet to some degree tho higher
prices and greater business activity of periods of prosperity, The attainment of
stability can ncver bo achicved without the cstablishmont of tax stabilization funds,
such as thosc employed in New York, California, and Rhode Island, The Maine tax

the
g%so is, however, reclatively stablc, and its sclective sales taxes do roflcet/volune

/bugincss activity, .

Soventh, taxcs should be ecasily collected, with only a small percentage for the
cost of administration, and they should be as convenicnlt as any tax can be for the
toxpayor. On this score the Maine tax systom rates reasonably well,

Eighth, it is desirable that taxcs be imposed in such o manncr as to make people
conscious of the fact that they aroc paying for the support of government, Sclective
salcs taxos may accomplish this purposce; but too often pcople arc not awarc of tho
taxcs levied on gasolinc, cigarettes, and alcohol, Howecver, thé property owncr 1s
certainly tax consclous,

Ninth, taxcs should rccognizec and support politicel valucs, i, c., thoy should
givo substance to our political systom, Strong local government and sovercign
states cannot survive unless they arc provided with tax powers adequate for thelr

purposcs, Maine should, thorcforc, bowarc of any situation in which its budgot
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policy is dictated by the national government becousc of its dependence on federal
grants, and likcewiso it should insure to its local sub=divisions sufficilent rovonuo
sourceg to pormit them to oxercisc roal independencc,

In conclusion, the aim of most tax thoorists is to construct a tax system which
would be as harmless as possiblce In goneral taxes should fall on revenue and not
on capital; they should fall on nct income and not gross rovonuc; they should not
reduco tho minimum subsistence required by taxpaycrs; and they should not desiroy
wealth or drive it from coonomic usc, With the prescnt high level of taxcs, howe
cver, some adverse affect is inevitable; tho problem is to keeop it at o minimum.,

Tax policy is coonomioc policy and considerations of tax systoms can be based
on no othcr promige, Gone is the day whon taxcs werc cmployed only as revenue
devices; today their impact on cconomic policy must be weighed. The problem of a

sound tax systom for Maino is the problem of a sound cconomic future for the statc,
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THE SLLES TUX

Ue arc inclined to forget that sales taxcs aro o relatively late arrival, for
it was not until the deprossion of 1929 that they were widely accepted for state
tax purposcs, In twonty yoars, thereforc, they have developed into onc of the moin
sources of stato revenuo, Today there arc twonty-oipght states with some form of a
salos tox and municipalitics, cspocially in California,arc utilizing the lovy, It
ig intcreosting to note, howcver, that sales taxes have ncver boon popular in Now
England, but with the addition of Rhodo Island and Connocctlcut to the sales tax
states, they may become more widoly accepted in this arca,

It has bcoen pointed out frequently that salos téxos woere tho product of tho
depression, That as tho property tax and othor levies failed to moet local and
stato requircments at a timc when governmentel commitmonts were oxpanding, statos
turncd to salos taxes in desperation. Howover, in 1047 the pressurc of inflation
and incroasing state and locel sorvices rosulted in the first converts to the sales
tax sincc 1937 when four states, Maryland9‘Connocticut, Tennessce, and Rhode Island,
adopted the levy. In 1949, Florida joined tﬁc group of salcs tax states.

Typos of salos Taxcs

Sales toxes arc of various typos, but the most common classification, in tcrms

of coverage, is into: (1) retail sales, (2) general salos, (3) gross rcccipts, and

(4) gross incomc, Tho first is lovicd on rotail sales for usc or consumption of
tangible personcl proporty, but i1t occasionally may includo admission chargos and

tho sale of utility scrvicog, 4 goneral sales tax comprchends sales by wholee
salcrs, jobbers, and manufacturcrs. 4 gross rcecipts tax is still broader and
includes porsonal. and profcessional services, Finally, a gross incomc tax is assosscd

on all incomo not spcecifically oxcmpted,

Therc arc twenty=threo stotos taxing rctail sales:

Alabama Xonsos Rhodo Island. Florida
Lrkonsas Louisiana South Dakota North Dakota
California : Maryland Tenncssce Wost Virginia
Colorado Michigen Utah I1linois
Connceticut Migsouri Washington Ohio

Towa Okl.ahoma Wyoming



TABLE LXX
GENERAL SALES, USE, OR GROSS RECEIPTS T.X
COLLECTIONS
SELICTED YEARS‘1940&1949, BY STLIE
(In Thousands of Dollars)
Poreent Increasc

. 1949 1940 1949 over 1940

Suat( Using Tox 21 23 %
Alebama 8 32,173 87,787 313,2%
Arizona 17,453 4 030 333.1
Arkansas 21,949 5, 460 302.0
California 29 4446 94,666 211,0
Colorado 25,739 8,805 19249
Connceticut 15,282

Delawaro 24" '

T1linois 172,817 90,963 90,.0
Indiana N,B 23,538 207.3
Iowa 56 086 1() 383 242 .4
Kansos 38,593 lO, R 202,8
Louisiana Ly o 4,577 8,131 L4668
Marylend 27,951
Michigan 200,511 60,376 232,1
Mississippi 25,535 6 ,965 266,6
Missouri 70,439 23 131 20465
New Mexico 17,294 4,190 3127
Now York
Nﬁrth Carolina 40,649 12,192 R334
North Dakota 12,104 3,107 289,6
Ohio i&O 071 52,679 1659
Oklahoma 35,181 12,608 17960
Penngylvania
Rhodc Island 5,931
South Dnakota 11,530 by i34 157,1
Tonnessco 42,732
Utah 13,609 4,233 221.5°
Washington 107, 960 Rlyy 577 339.3
Weost Virginia 59 450 19,045 212,2
Uyoming ‘_é,,,»‘ SR L5 23400

Totol $l,608,883 ‘J'; 1}'99,386 22202

n. Dolawarc!s war cmergency gross incomo tox law expirod Decombor 31,

19446
SOURCE:

Sumnory of Stnte Govermment Finonges in 1949,
ComnondLum of State Governmont Finoncces in 1940,

Stote Finances 1946, 1944, 1942, Finoncinl
Statistics of States 1940, U. S. Burcaou of the
Consus, Dopartment of Comacrce, Waghingtor, 1,C.,
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Two taxing gonoral sales:
wrizona North Carolina

Throc taxing gross rccoipts:
Mississlppi Now Moxico Washington

Two taxing gross incomes
Indione and Vogt Virginig

Scles taxes may also be typed as to legnl incidonce into (1) toxes on tho
privilege to do busincss, (2) exciscs on the actual sclos, (3) oxciscs on gross
reoéipts or income, In tho first and third type the rotailer is logally rospon-
siblo for the tax; in the sccond, the responsibility is on tho consumer, bhut the
retailer is required to mako the collection,

Tax on privilege to do bugincsss

Llobama Kongas North Carolina
Lrizona Michigan South Dakota
Celifornia Mississippi Wasghington
T1linois Now Mexico West Virginia

Tex on actual salos

Lrkonsos Migsouri Utah
Colorado Ohio Wyoning
Louisiana Washington

Tax on gross rcccipts:

Towa North Dokota Oklahoma

Tax on gross incomc:

Indiana

Yicld
The yield of the salos tax deponds upon the rate and the coverage, but in-

voriably it producos a substanticl amount, ITn fact, it is ropidly bocoming thc work=-
horsc of stote tax systoms; in 1949, statos colloetod $1,6 billion from this source
end the trond in recent years has beon stondily upward.

In the 1949 fiscal yoar, sales taxcs accountod for 21,8 por cont of stato
rovenue, and worc the most importent source of revenue utilized by tho statos, a
position which thoy havo held sincce they first cexecooded motor vohicle fucol taxocs in
1944, The growing imnortance of state salos toxcs can bhe appreclated cvon more

vividly whon we roalize that in 1932 thoy worc rosponsiblce for less than 1 ner cont




TABLE IXXI
SALLES & USE TAX DATA BY ST.LTES (1949)

Stato Total State Tox Sa%%gl% Uso Salosy& Usc Salos & Usc
8 Collections(l \ as % Year
(20) (1949) (Thousends) of Total adopted
Ala, % 108,434,000 $ 32,173 294 7% 1936
AI‘iZ. (o] 46,797,000 17,453 31793 1933
irk, 81,462,000 21,949 26,9 1935
Calif, 752,235,000 294, 446 39,1 1933
Colo, 84,827,000 25,789 3044 1935
Coun, 93,854,000 15,282 1643 1947
Fla, 138,293,000 1949
I1l, o 376,258,000 172,817 4549 1933
Inds o 175,424,000 72,437 4162 1933
Towa 138,951,000 56,088 40 o4s 1933
Kans, 101,561,000 38,593 33,0 1937 1
Las 223,097,000 bty 457 1949 1936
Md, 119,505,000 27,951 PXIA 1947 <
Mich, 377 4184,000 200, 511 53 62 1933
Miss, 87,376,000 R5,535 29 o2 1933
Mo, o© 152,054,000 70,439 463 1934
N, Mcx, 4ty 592,000 17,294 38,8 1933
No, Care 210,973,000 40,649 19,3 1935
No, Dalk, 36,111,000 12,104 3345 1935
Ohio 360,343,000 140,071 3849 1934
Okla, 144,53 167,,000 35,181 Rl ol 1933
Ry I, 39,740,000 5,931 14,49 1947
Sos Dok, 30,233,000 11,530 38,1 1933
Tonn, 154,768,000 4R 4732 30.4 1947
Utah 43,185,000 13,609 3145 1933
Vesh, 196,491,000 107,960 5449 1933
VU, Vo, o 101,542,000 59,450 5865 1933
Wyo, 16,043,000 65538 4048 1935
ormnSades Tox Onby . 1. Lo, Soles Tax Repealod 1940

Georgia-fnacted 1929
Expirod 1931
Penna,~Bnagtad 1932 2, Md, Salcs Tex Ropoaléd 1940

Expired 1933 Reonacted 1942,
Now York-Innctcd 1933

Expired 1934
New Jorscy ~Enacted 1935
Ropenled 1935
Idaho-Enacted 1935
Repealed 1936
Kentueky- Bnacted 1934
Repealed 1936

Recnacted 1942,




of state rovenue,

Morc significant porhaps is the oxpericnce of the states actually utilizing
the sales tox, Rhode Island dorives only 14,9 per cent of its revenuo from this
sourcc, hut at tﬁo other extrome, Washington relics on it for 54,9 per cont of its
income,

The per capite rovenuc from the sales tax varios from 37,68 in Connceticut to
%43483 in Washington, but since thore is a wide variation in fiscal ability, per
capita statistics aro not a rcal indication of the sales tax burden, [ more
accurate indox of burden was calculated, howover, by cstablishing a rclationship
betwoon the por caplta sales tax and por capita income payments, Lccording to this
index, the heavicst sales tax burden in 1949 was in the State of Washington; the
lightest was in Connocticut,

It is ostimated that o 1 per cont sales tax .incldding food would yield opproX—
imately $7.5 million in Maine, and that, cxelusive of food, tho income would bo from ‘
G504 1o $5.9 millione Those ostimates woro based upon the following mcthods,

The yield from the selos taxes now utilized by twonty=scvon states was computed
in relation to throe factors, (1) the per capita rovenuc from the sales tox, (2)
the percentoge of income paymonts taken by the sales tax, and (3) the ratio of the
rovenuce from the sales tax to retail sales, Thoso threo indicotions of yiold were
then converted to a ono per cent rate, and after some of the atypical cascs were
deloted, an average wes computede

TR

Estimates of Scles Tax Rovenuc

1% . 2%
Per capita (1950) $ 8,407,000 $16;814,000
Percentage of income (1948) 7,986,000 15,972,000
Percentage of retail sales '
1949 6,887,000 13,774,000
Average % 7,760,000 15,525,000

s




T.LBLE LXXTT
IMPACT OF SALES TAX ON INDIVIDU.L INCOME PLYMENTS FOR SLLES T.X
STLTES IN 1949

T RMOUNTS IR DOLLLARS

Stato 555 o hAen g" Go} Sglcs Por Capita
COllOC‘bionS U(ﬂx'S.J QVOI"’ InCOHlO
o Pe #VOITEO Paynents
4Alabaima $ 11,09 $1.00,00% % 891
ALrizona 24,679 223,73 1,168
arkangos 11,33 102,26 863
Galifornia 2844 266,68 1,651
Colorado 21,51 194,13 1,429
Connceticut 7,68 6931 1,700
Dolaware S08%* o712 1,741
Tllinois 20,70 186,82 1,817
Indiane 18646 166,61 1,403
Towa R1 47 193677 1,491
Kansas 20,36 143,76 1,291
Louisiana 17,16 154,687 1,002
Maryland 12,97 117,06 1,546
Michignn 32426 201,16 1,484
Migsissippl 12,08 109,03 758
Missouri 18,10 163,36 1,356
Now Moxico 30,28 273629 1,125
No, Carolina 10,70 96,57 930
o, Dakota 20,30 187,72 1,473
Chio 17,36 161,19 19548
Cklahoma 15.33 138,36 1,029
Lhode Island 7496 7184 1,564
So, Dakota 18,87 170,31 1,577
Y'ennessco 13644, 121,30 955
TT4nh 2031 13330 1,231
Weoshington 43483 395,58 1,453
Viegt Virginia 31,11 280,78 1,133
Wyoming 2249/ 207,04 1,49%
U, S¢ VER.GE % 11,08 $ 1,408

¥ Bock Taxcs Only

S0URCE: Burcru of tho Consus Compendium of Stotc Governmont Finonces
in 1949




TLBLE IXXII (Continuecd)

IMPACT OF SALES T.X ON INDIVIDU.L INCOME P.YMENTS FOR SLLES T.X ST.LTERS
IN 1949

AMOUNTS IN DOLLLRS

Stato P, C, Incomo Index of Rank Ordor
v pay°...% of Seles Tax ‘ in U,S,. (;LS
U, S, Aver, Load(Tax Inc,) Ta. Tox Land)

ALlaboama 63420% 124 19
Lrizona 82,95 212 5
irkansas 61,29 131 18
California 117,26 172 6
Colorado 101449 151 12
Conncecticut 120,74 45 25
Dclaware 123,65 1 26
I1llinois 129,05 114 "2
Indiana 99,65 132 17.
Towa 105,90 144 14

ansag 91,69 158 10
Louisiana 71,17 171 7
Maryland 109,30 83 23
Michigon 105,40 217 4
Mississippl 53 484 159 9
Missouri 96,31 133 16
Now Moxico 79490 269 3
No, Carolina 65,05 115 21
No, Dakota 104,61 141 15
Ohio 109,94 115 2L
Oklahoma .- 73,08 149 13
Rhode Island 111,08 51 R4,
So, Dakota 112,00 120 20
Tennessceo 66,83 141 15
Utah 87 .43 165 8
Washington 103,20 302 1
West Virginia 80,47 75 2
Wyoming 106,11 154 11

SOURCE: Burcau of tho Ceonsus Comocndium of Stato Government Finonces

in 1949




T.BLE LXIIT
YIELDS FROM GENER..L S.LES,; USE .ND GROSS RECEIPTS T.XES, BY ST.TES

1949
L. Pops Rovenuo 2eTotnl Inc,Rovenno J3eTotal Reotail  Revenues as
States (11 5) Por Copita (Indiv,, as % of Sales % of Rot,
lousansis Millions). Tnce (Thousands) S3los

Lla, BS 2,901 $ 11,09 $ 2,535 124 6% 1,769 1482
Lriz, GS 704 24679 823 2,12 63 250,
arks RS 1,937 11,433 1,672 1.31 1,281 1,71
°Coalif, RS 10,354 28 okl 17,099 1.72 11,490 2456
Colo, RS 1,199 21,51 1,713 1,51 1,418 1,82
©Conn, RS 1,989 7,68 3,381 o45 1,986 77
Dela,: 300 08 522 .05 R67 290
I11, RS 8,348 20,70 15,167 1,14 8,219 2,10
Ind, GY 3,917 18446 5,494 1,32 3,328 217
Towa, - RS 2,612 21,47 3,895 1obd 2,760 2,03
Kans,” ® 1,895 20636 R, 446 1,58 1,96/ 1,97
Lo RS 2,591 17,16 24597 1,71 1,378 2637
®4d, RS 2,155 12,97 3,116 .90 1,939 Lobd
Mich, RS 6,216 3226 9,223 2s17 6,504 3408
Miss,- GRS 2,114 12,08 1,603 1459 1,142 2624
Moo RS 3,892 18410 54278 1.33 3,763 1,87
NaMox, - GRS 571, 30,28 643 2469 532 3625
ON.Car, G 3,798 10,70 3,531 1,15 2,130 1.91
W.Dok, RS 532 20,80 858 Al 501 2,05
%hio RS 7,842 17,86 12,136 1.15 6,623 2,11
JQkla.s BS 2,205 15,33 2,361 1.49 1,618 2,17
R.I. R 745 7496 1,165 .51 692 .86
SeDnk, RS 611 13,8 963 1,20 666 1,73
Tcnng RS 3,179 13044 3,036 1,41 1,895 2eR5
Utah, RS 670 20,31 825 1,65 576 R.36
Wash, GRS 2,463 43 .83 3,578 3,02 2,305 4468
OWVas GY 1,911 31,11 2,166 R 7L 1,516 3492
Wyos IS 285 22,94 26 1,53 360 1432

1, 1948 Population-from Census Burcon "Compendium of Stato Govit Finances 1949M
2. 1948 Incomgc - ] ] 1 1 1 1 n 1] i
3¢ Source: May 10, 1950 issuc "Sales Mrnagement!
o ~= Food Excmpt

RS w= Rotoil Sales Tex

GS -- Gross Sclcs

GY == Gross Yicld

GRS == Gross Rocoipts Tax




T.BLE LXIII (Continucd)
YIBLDS FROM GENER.L S.1ES, USE ..ND GROSS RECEIPTS T XES, BY ST.TES

1949
States Levy Rovenuos / 1% ‘Loyy
N ~ _Por Cap, %of Inc,bof Rok,8qlcs
Llo. . RS 9 $. 5455 T .6 +91%
ATiZ, GS 2 12,40 " 1,06 1,27
Allrl'\"-o RS 2 ' 5367 .65 086
oCalif, RS 2 3/L 10634 203 293
COlO e . RS 2 lOQ76 075 091‘.{
°Conn, RS 14 Gk L30% 51
Dela, ) . :
T11, RS 2 10,35 o7 1,05
Ind, GY ¥ 36692 RoO4™  4o34"
Tovua, RS o) 10,74 072 1,02
Kans, RS ) 10,18 079 299
Lr"u: RS 2 8358 086 lelg ’
OpMdl ° RS 2 6 01’49 ohb ) 72
Mich, RS 3 10,75 o712 1.03
Miss, GRS 2 6,04 230 1,14
I"IOQ RS 2 9@05 367 09‘4’
N, Mox, GRS 2 15,14 Le34 1,63
Og ® (Tj)&;:'o gg 3 3.57% 937%* legék*
D0l e 2 10, 0 o' B o\
Ooﬁio RS 3 5935 038 70
Ol:la,. :RS 2 7°67 3'75 1009
O]-jcha RS v 1 7096 051 086
SeDnk., RS 3 6429 040 058
Tenn, RS 2 6,72 71 1,13
Utah RS 2 10,16 033 1,18
Wash, GRS 3 14,61 1,01 1656
W Vo, GY 2 15, 56% L.37¢  1,96%
Wyo. RS 2 11,47 77 91
Lvoragoe 9,27 o 73 1,03
o —=-Food Excmpt ‘
RSwwRotnil Srles Teox ¥ not includod in average

GS--Grogs Sales
GY--Gross Yicld
GRS---Gross Rcceoipts Tax
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The yicld under 1950 cconomic conditions, of coursc, would bo higher, but no
ostimate has beon made of the increasc because of the greater volume of retail sales
in this year, It should be pointed out, however, that the yield in the initial
stages, vhen enforcement problems are prevalent, will be well below these estimates,

If food is exempted, there would be a loss in revenue of from $1l.5 to 2
million, with a definite tendency toward the larger figure, This figure was es-
timated by two methods, TFirst, the revenue of a 1 per cent sales tax on food in
states utilizing the sales tax was estimated, gnd an average was calculated, By this
method, the loss from exemption of food sales in Maine was $1le5 million, Second, it
was assumed that a sales tax would yield $7.5 million under 1949 conditions, In
thedy year food sales were 28 per cent of total sales, and a proportionate reduction
in serles tax yield would have totaled approximately $2 milliong

Although it does vary with the volume of business activity, the sales tax
provides a more stable source of revenuec than a net income levy. An analysis of
six sales and sgix income tax stales over the period 1937 to 1948 demonstrated that
the income tax revenue fluctuated 62 per cent more than income payments and that
sales tax revenue fluctuations were only 42 per cent greater than income payment
changes,

Rate

During the depression when sales taxes were being initiated, the tendency was
to raise rates, but until recently there has been no noticecable pattern in sales
tax rates, More recently, the trend appears to be upward, In 1947-48, there were
four states with a 3 per cent rate; today there are 7, There has been, hovever,
no change in the number (19) levying a 2 per cent rate, Rhode Island is the only
state with a 1 per cent tax, although the Indiana gross income levy is assesged at
rates varying from % to 1i per cent ==} per cent on wholesale sales, 5/8 por cent

on retail sales, and 1F per cent on income from personal services,
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TABLE LXXIV
SALES TAX RATES

. 1950
3 Per Cent 2 Per Cent 1 Per Cent
(7 states) (19 states) (2_states) _
California Alabama Missouri Indiana *
Plorida Arizona New Mexico Rhode Tsland
Michigan Arkansas Horth Dakota
North Carolina Colorado Oklahoma
Ohio Connecticut Tennessec
South Dakota Illinois Utah
Vlashington Towa Vést Virginisa
Kansas Wyoming
Louigiana
Maryland
Mississippi
¥ o5 to 1,25 per cent gross receipts
tax, '
e - - - e

The yield of the tox, the burden, and the case of administration are all deter-

mined by exemptions, There is naturally strong pressure to exempt essentials, such

as food, on the grounds that the regressive features of the sales tax are reduced,

if not eliminated, Other exemptions represcnt concessions to political expediency

and administrative difficultiesg

The following are commonly exempted:

1.

2e

3e
ba

5e.

Food---Five states, California, Ohio, Maryland, Rhode Island,
and Connccticut excipt food consumed at home, North Carolina
provides for partial execmption, and Alabame, Connecticut,lorth
Corolina, test Virgina, and Utah have specific food excmptionss.

.L i . R L R AT

Farm products--=Approximately ono-half of the sales tax states
have some cxcmptions covering farm products,

Casual or isolated sales are frequontly exempted, primarily be-—
cause of the high cost of enforcament,

Feed, sced, and fertilizer used in agricultural production are
usually untaxed,

Property ontering into the manufacturing process is universally
exempts,

- 8ales for resale,
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7¢ Soles in interstote commerce,
8, Miscellancous iltems, such ass
fle school books
b, motor fucl, tobacco products,
liquor and othor products previously taxed,
ce 8ales to ingtitutions and govermmental units,

ds newspapers
8, sorvice and delivery chargos,

Th?oe.statos adopting thelsalos tax in 1947 oxomﬁtod medicql supplics, and
Connoctic;t‘excludéd ;ﬁiidrensi‘cloﬁhing from its lovy; Neow sales tax lﬁﬁs also
reveal a tendency to cxempt foode Sales tax administrators arce opposed, howcver,
to oxpanding the list of cxemptions because they focl that any such step would

magnify cnforcement problcms,

Enforcoment and administration

Critics of the sales tax are prone to criticize it as difficult and cxpensive
to collect., The fact is that a sales tax law properly draftoed ncod not causc too
many scrious administrative difficulties,

Salcs taxcs are bost collccted if the vendors arc liccnsed and bonded,

Bvasgion is also made moro difficult if the tax liability is on sales rather than
collections, Although tokens arc uscd iﬁ a few statos, thoré is almost universal
agrocment that they are a nuisance, Merchants, in porticulor, dislike them and
prefer some form of a bracket system,

Administrative costs arce certainly not excessive; they range from 1 to 2 per
cent of collcctions, Of courso, onforccment costs will be higher in the period when
the tax is boing cstablished, 4 word of caution is also in order, for low adminis~
trative costs arc not nccessarily an index of administrative officicney, Actually,
thoy may be a sign of lax onforcemont. Almost oll seles tax states are convincod
that they do not have a sufficiont number of auditors and that thore is consider-
ablc evasion,

There is no agrcement as to whathor morchants should be compensated for




collccting the tax. In many states, they arc not directly compensated, but through
the bracket system, they arc able to collcct more than the tax and honco to roime
burso themselves,

Usc of salcs tax rovenuo

At leost six of the twenty-cight selos tax statos make some provision for
sharing it with their local units, If a salecs tox is adopted in Meinc, however,
it should be devoted solely to state purposcs, although some rcvenue from it might
reach municipalities in the form of state grants, g

The incidencc of the salcs tax

Sales taxes are usuvally attacked as falling on the low income group., A4An

analysis of incomc distribution in 1945 illustrotes why this asscrtion is in general

valide, In that year the top fifty por cent of our spending units enjoyed scventy-

cight per cont of the aggregate income. At the othor cxtrome, the louver half of

TABLE LXXV
CONCENTRATION F 1945 INCOME

Spending units Percentage of Mmount of incomo
according to agerogatbe of smnllost income
3 size of income income receiver of the group

10 29 b 4,450

20 45 3,500

30 58 2,950

40 69 2,450

50 78 2,050

60 &5 1,700

70 : o1 1,350

80 96 1,000

90 99 . 550

100 100 0

the spending units posscssed only twenty-two per cent of the aggregatc incomo, and
no sponding unit onjoyed on income in oxcoss of $2,050,

It is obvious that thosc with limited income, tho great bulk of the populaco,
have no option but to spend all thoir roceipts on the nccossitics of lifo, Butb
those who arc more fortunatc may save gome of their incomc or spend part of it for

porsonsl sorvices. Tho former) thcroforo; find a large portion of thoir income



o e
subjoct ot the salce tax, while the latter arce given, in offcet, an cxcmption on a
part of their incomo,
This point may be illustrotod by showing the dmpact of the sales tax upon
different income groups, The following table indicates that the sales tax is ro-
gressive, 1.0, it bocomes less burdensome as income incroases, If incomes over

10,000 were included, it would appear cvon morc regressive,

s ' TABLE LXIVI
L SALES TAX INCTDENCE I o
Income Tax Payment Per cont of incomc

500 S 3ab2 084
1,000 6,07 39607
1,500 3647 0 564,
2,000 10,81 L8940
2,500 12,53 0513
3,000 1o 59 o480
3,500 16,25 ohbh
4., 000 1776 obdids
4.4 500 19624 o427
5,000 RUe55 YA
10,000 35461 . 356

et eae g ve cmom

The cxemption of food from the sales tax, however, appoars to mnkc the levy

TABLE LXXVIT
SLLES T.X TNCTDENHCE
(cxeluding food)

Incomo e Tox Poyment Por cent of income
500 $ 253 306
1,000 2,78 o278
1,500 4ol @R79
2,000 5663 C eR8
2,500 6493 . oRT7
3,000 2,08 o269
3,500 940 . 0208
4,000 11642 6285
4500 13,13 291
5,000 13,70 ar 4
10,000 Rbe53 0245

T

almost proportional sinco it takes gpproximately the same per cent from oll incomo

groups, This tendoncy of the salos tax to losc some of its regressive featurcs




when food is oxcluded has led to the argumont that it is to be prefeorred as a stato

levy to the nct income tax, The recasoning is that a proportional stotc tax does not

offend against oquity when it is combined with the progressive fedoral income tax,

L state sales tax of 2 por cont would still leave the combined impact of fedoral,

state, and local taxes

as progressive, Table LXXVIII indicates the contribution of

diffcront income groups,

T4BLE LXXVITI
PERCEITAGE OF INCOME T KEN BY DIRECT TAXES

Income Without 2% Vith 2%
Salog Tax Sales Tax
§ 1,500 8,0% 940
10,200 18,9 1946
41,000 Rheb 2449
Coneclusions

The arguments for the salcs tax have boen advanced so frequently that wo shall

mercly summarizc thom,

1,

Thosc against tho

It provides a brood basc and maltes people tax
congciousse

Its yiold is rclatively stable and is substantiale
It is casy and painless to colloct,

Rovenuc is immediately availablo,

It curbs inflation,

It balancecs the progrossive income tax,

It is a floxible tax,

Scrvices supported by the sales tax arc usually cnjoyed
by all pooplc,

levy arc cqually familior,

It is regrogsive and is cspeeilally burdensomc
in timc of depression, .

It imposcs a burden on merchants,
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3s It curtails consumption,
4o It is a politically incxpedient, fox,
5, It is so painless it discourages citizen intorost?

b, It rcduccs the standard of living of thosc with
low incomec,

7 It is deflationary and henco a poor tax for
deprossions,

Be It is difficult to administor becausoc:
ae Taxpaycrs do not keep adequato rccords,
b, There arc a large numbor of tax accounts,

We have outlined thesc arguments which arc usually advonced in any dobate on
the sales tax, But the casc can bo resolved into two major determinants., On the
onc hand, therc is the undeniable adequacy of the tax as a revenuce producer; on the
othor thero ig theo lack of tax cquity in that the levy falls heavily on the low
income group, Thego arc in their simplest form, the major considerations which
control any docision to adopt this lovy,

Onc cannot oscape, howcver, from tho fact that tho sales tax is thc most
important tax sourcoc now utilized by states, end that it has finonced wolfarc,
cducation, and other vital scrvices at a time when other taxea worc not adequate,
Despito the objeetions to it on the grounds of tax cquity, it may bo that tho State
of Maine has arrived at tho point whore therc is no alternative to some form of tho
salos tax, if governmontal servieces arc to be continued in the futurc, Certainly
othor 8tates have found that the real issuc "whother the State can maintain the
samc standard of secrvice in govermmont without a sales tox, and ot the samc time
maintain o tax program that will not rctard the industrial progross of the State,"

The choice may bo hetween a sales tox and a reduction in stato scrvices,




~3]

INCOME T.XES

Since the State of Maine does not assess a personal or corporate income tax, the

Committee naturally considered these: as poesible means of raising additional revenue,

\
\

The Personal Incofie Tax

Income taxes upon individuals are levied in 31 states, where they have become
firmly established as important sources of revenue for state purposes, In the New
England area, Maine is the only state which does not have on income tax of some type,
Vermont and Magsachusetts tax personal and corporate income; New Hampshire assesses
the income from intangibles; and Rhode Island and Connecticut impose their levies
only on corporate income, It is interesting to note, however, that no state has
enacted an income tax law since the establishment of the very high federal rates
after 1939, and that South Dekota and West Virginia repealed their taxes in 1943,
41l but two states ossess 21l income, but New Hampshire and Tennessee tax only the
income from intangibles,

Yigld

States have shouwn great restraint in the rates which they have established for
income taxes, and the impact of these taxes, thercfore, has been relatively modest,
Lis Teble LEXX indicates no stote takes more then 1,88 per cent of income payments
by this levy, and the general experience is nearer ,5 per cent,

Nevertheless, states derive o substantial amount of their revenue from the
personal income tax. In 1949, total collections from this source were $593 million,
The proportion of the total tax receipts of individual stotes from the personal
income tax varied from 36 per cent in Oregon, which is atypical in the extent to
which it relies on income taxation, to a low of 2 per cent in Tennnessee, where the
tax is assessed only on the income from intangibles, The average percentage for the
31 states was 8 per cent; and if the Maine experience were avsrage, we could anticie-
pate a yield of approximately $3.5 million,

Per copita yield from the personnl income tax varied from a high of $21,88 in

Oregon to $ .94 in Tennessee, The median was $6.29 and the average $4.08,




T.BLE LXXIX

BATA ON STATE INCOME T.XES

Porcont of Por Copita Por Cent
Statos Year Adoptod Total Taxes=1949 Tox=1949 of income

Paymonts
LHlabema 1933 11,.6% S 4e33 499
Arizona 1933 VA 4 oR8 039
arkansos 1929 3.9 1,64 o L7
California 1935 6,7, 4685 032
Colorado 1937 13.2 9,33 o0l -
Delavaro + 1917 15,0 7484, 053
Goorgia 1929 1046 3,66 o 40
Idaho 1931 19.8 10,04 o3
Tova 1934 12,1 6542 46
Kansas 1933 11,7 6,30 YA
Kentucky 1936 10,0 3e54 40
Louisiana 1934 345 7.36 075
Maryland 1939 1545 8,61 eH8 -
Massachusotts 1917 18,5 8,93 o607
Minncsota 1933 19,8 10,98 s 0
Missigsippi 1912 4 o8 2,00 24
Missouri 1.917 1445 5406 45
Montana 1933 16,1 8,07 ohd
Now Hampshire 1923 FAR:S 1,80 oLl5
Now Mexico 1933 343 2,60 oL
New York 1919 21,6 11,30 .66
North Carolina 1921 11,6 6e4b 73
North Dakota 1919 13,7 8.50 o712
Oklahoma 1915 546 3,52 037
Orcgon 1929 3644 21,88 1098
South Corolina 1922 11,5 5037 262
Tennessec 1929 2¢1 94 o1l
Ttah 1931 N 6,28 652
Vermont 1931 11,9 6,01 070
Virginia 1926 10,9 4 068 AR
Visconsin 1911 21,7 12,50 09

Median $6629

1ls In 1949, Dclawarc roplaced its net income tax with a gross incomo .levy,




TABLE LHXX
STATE INDIVIDU.L INCOME T.X COLLECTIONS, SELEGTED YE.RS, 1940,

1948, and 1949°

(In Thousands of Dollars) Percent Tneroase

Gtabos Usi 1949 1943 1940 1949 over 1940
tates Using Tox 31 31, 31 %
Alabama 12,551° 5,436 1,348 831,.1
Lrizonn ),OlO 2 559 462 55165
arkonsas 3, 176 2 561 389 716.5
California 504 178 49 482 19,570 156,44
Colorado 11,189 6 976 2 , 074 43945
Delawaro 2,353 066 1 654 42,3
Georgia 11,580 1o 862 2,501 363,0
Idaho 5. 802 5,525 "504 735,5
Towa 16,781 15,735 3,902 330,1
Kansas 11,931 9 715 1,315 807 «3
Kentucky 103113 7, 648 2,345 3313
Louisiana 19, 064° 7y 916 2,568 A
Maryland lu 551 15,399 6, §R45 197,1
Maossachusctts 41,437 37,138 °O 5291 1042
Minnesota 32,228 22,647 6 685 383, 1
Migsissippi 4231 ,946 802 4276
Missouri 22,037° 94, 756° e 191,94
Montana, 4,125 3,075 1DL3 6597
New Hampshire 943 "re3 562 67,8
New Mexico 1,48 1,999 215 580,83
New York 160 331 134, 106 105,753 521
North Carolina 94,507 R4 ;304 3,279 . 647 .4,
North Dakota Ly 948 4,122 309 1,501,.3
Oklchoma 8,067 6,924 2,403 235,7
Oregon 35, 063 30 863 3,775 850,0
South CGarolina 10 634 340v 1,427 64542

South Dakota imeanm o v ——— e
Tennessec 2,995 2,573 1,653 8L.2
Utah 44210 3,398 795 4296
Vermont 2,18 812 618 R53 62
Virginia 14,291 12 3 792 1 943 63545
West Virginia 62 1,596

Wigconsin 41,257 33,918 8,~53 399.9
TOTAL $592,629 $4995445 $r05,979 187,7%

2 Bome back texes only,

b Corporation income tax except that on financinl institutions, included with
individuol income tax; segrocgation not available,

o

Corporation income tox ineluded with individual income tax; segregation not
available,

d Data for 1940 not avoilable, Percentage based on 1949-1942 figures,
SCURCE:  Summary of State Government Finoncos in 1949, Compendium ~7

Stabe Government Finances in WOAﬂ%J@ﬁnwpggﬂl ﬁﬁﬂﬁlqﬁiQ&A. Jf?H

éié:aqmbasﬁpauirli@ﬁﬁvjmgnaau.5ﬁmﬁhé,aaﬂsns;LT ;
Tkﬁ‘@bmmﬂm@riJ%Mdnguw% By, e heny Tl
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The yield of a personal income tax in Mailhe was estimated by several methods,
L fairly progressive tax with large personal exemptions,such as that utilized in
the State of New York; would produce approximately $4 million, This tax provides
for exemptions of $1,500 for individual, $2,500 for husband and wife, and $400 for
each dependent, The first $1,000 of taxable income is assessed at 2 per cent, the
next $2,000 at 3 per cent, with a 1 per cent increase in each $2,000 increment of
taxable income up to a mmximum of $9000,

A levy of the type utilized in Vermont with lower exemptions, i,c,, $500 for
each person and with the following schedule of rates: lst $1,000, 1# per cent;
next $2000, 3 per cent; next $2,000,4% per cent, and over $5,000, 5 per cent,
would yield somewhat more revenue, probably from $5 to $5.5 million,

It is evident from these estimates of income tox yield that Maine is not a +
woalthy state, and that a tax on income with broad exemptions will not produce
sufficient rcvenue to meet the immediate and prospective requirements of the State
and permit tax reform at the same time, The fact is that the approximately 54,000
persons vho would pay an incomc tax if the exemptions were those now utilized in
Now York cannot pay the bill for the over 900,000 inhabitants of the State without
resorting to rates which are in exccss of those commonly utilized in other states,

It is true that the incomc tox is generally not as stable asithe scles tax,
because;net income is more sensitive to o business recession than retail sales;

' nevertheless, the former has been a satisfactory levy over tho last decade, 4l=-

though the increasec in the total yield from state income taxes from $206 million
in 1940 to $593 million in 1949, an increment of 188 per cent, did not match the

222 por cent rise in stoteo sales tox receipts, state income taxes have reflected

the prosperity of the war and post-war years and have increased steadily over the
last decade,

Rates and excnptions

It is impossible to discuss concisely the rates and oxemptions established

under the different income tax statutes, because the schedules are too varied and
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complex, Common excmptions, however, are $l,OOO for a single person, and $2,000 to

$2,500 for married couples,
TABLE LXX.X I
PERSONLL EXFMPTIONS ALLOWED

e e A

l, FROM T:iX SINGLE M.RRIED DEPENDENT
Visconsin S 8,00 B 17450 8 4600
Lrizona 10,00 20,00 4,400
MINNESOT.. 10,00 30,00 10,00
Toun 15,00 30,00 7450
Kentucky 20,00 50,00 10,00

2 TFROM INCOME
Vermont $ 500 % 1,000 $ 500
North Dakota 500 1,500 500
Utah 600 1,200 3000
Knnsasg 600 1,200 600

77 5> Idaho 700 1,500 200
Qregon 750 1,500 300
South Carolina 1,000 1,800 200
Dclaware 1,000 2,000 200
Virginia 1,000 2,000 200
Montana 1,000 2,000 300
North Carolina 1,000 2,000 300
Mrrylond 1,000 23000 400
Oklahoma 1,000 2,000 500
Colorado 1,000 2,500 400
Georgla 1,000 24500 400
Louisiana 1,000 2,500 400
Mississippi 1,000 2,500 400
New York 1,000 2,500 400
Migsouri 1,200 2,400 4,00
New Mexico 1,500 2,500 200
Llabama 1,500 3,000 300
Massachusgcetts® 2,000 2,500 250
California 2,000 3,500 400
Arkansas 2,500 3,500 400

¥ From earncd incomc, SOURCE: Minnosotats Income Taxg

Ratos are usually graduated, but Massachusetts and Maryland are oxceptions
wbocause thoy assess their income tax at a flat rate, State income tax rates, how-
over, arc rarcly in cxcess of 10 per cont (fhe avercge top rate appears to bec 6 per

cent) and the income brackets to which the progression is applicd usually cnd at

less than {10,000,

Thus, although state income taxes are progrossive, this feature is much less
significant than in the federal levy in which the graduated rates arc continucd
into the vory high income levels. For oxample the offoctive federal rate on an

income of {i1 million is 77 per cont for a family with two children,
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TABLE IXXXII
_MINIMUM AND MAXIMUM INCOME T.X RATES
Minimum Rate Maximum Rote

State

and Incomo Bracket and Income Brockot
Georgia 1% on first $1,000 7% over $20,000
Towa 1% on first ¢ l 000 5% over $ 4,000
MINNIZSOTLA 1% on first %l 000 10% over uZO 000
Missiouri 1% on first {1,000 4% over ¢ 9,000
Utah l% on first wJ OOO 5% over $ 43000
Wisconsin 1% on first ¢ 1 000 7% over 912 000
Oklahoma 1% on first >l 500 6% over 7 500
Arizona 1% on first ¢ 2 000 kA% ovor 9,000
Colorado 1% on first ¢ OOO 6% ovor wlO 000
Kansas 1% on first q2 000 4% over § 7,000
Montana, 1% on first $2,000 4% over & 6 000
North Dakota 1% on first ¢ 2 000 15% over ql5 000
Arkansas 1% on first w3 000 % over ;25 000
Mississippi 1% on firsh &4 000 6% over 2),000
California 1% on lst %10 000 6% over $30;000
New Mcxico l% on lst $10,000 L% over lOO 000
Alabama, 13 on 1st 41,000 5% over & 5 000
Idaho 5% on lst @1 000 8% over $ 5,000
Vermont 15% on lst 31 000 55% over $ 5,000
Orcgon 2% on first & - 500 8% over $.8,000
New York 2% on first $1 000 7% over $ 9,000
So. Carolina 2% on first 32 000 5m over § 6,000
Kentucky 2% on first 93 000 5% over $ 5 000
Virginia 2% on first qB 000 5% over $. 5rOOO
Louisiana 2% on lst $lO 000 6% over $509000
No. Carolina 3% on firat 2,000 7% over 10,000

SOURCH:

Minnssotals Income Taxe

Wle have no such state income taxes,

tmaee

we must look to federal toxation,

The impact of scloctoed state income taxes

and for truc ability to pay and progression,

The reolative burden of state income taxes is demonstrated by the tax paid by

the following hypothoticel fomilics, It is assumed that these casces are a couple

age 95
It is evident from Tableo LXXXITI/that the Vermont tax with its

with two children,
graduated rates is much morc progressive than the flat rate imposed in Massachusottse
in income tax of the Vermont type, if superimposed upon our proscnt statc and

local tax systems, would have the following cffcct
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Case State & Statc Foderal Total Percent of Porcont
local taxes Income Trx Inéome Tox Toxes Incone without
stato
- : —dncome tox
$ 1,500 ¥ 120 % - o o= 3. 120 % 8%
$ 25000 $ 188 & 1,50 $ g=n ¥ 189,50 9,5 Vels
% 5,100 $ 363 & 58,00 & 365 g 786 1544 1403
$10,200 $ 728 B 335,00 1,206 & 2,269 2262 19,0
342,000 $1,339 % 2,145,00 38,500 $12,084 2848 2347
TABLE LXXXITI
BURDEN OF ST.TE INCOME TAXES ~
State $2,000 3,000 5,000 §7,000 :3;0, 000 $25,000
income 1NCoIme 1ncome income 1NnCcono 1lncome
Moss . - -— $ 27 3 55 w96 G 280
Ne Yo ——— e S 41 S 108 G 243 $ 1,256
Vi, - %15 $ 75 S 165 330 5 1,155

pramr

Thug, whilc the combined impnet of state and local taxes plus the federcal
income tax 18 progressive,thc assessment of a state income tnx meokes 1t slightly
mora S0,

administration of the stote income tax

Problems of administration depend upon the income tax statute, but o workable
act should not accasion too mony sorious problomse The administration of an income
tox gtatute is focilitated, of coursc, by the fact thot foderal income tox roturns
con be oxamined by the state collecting agenecy, Jdministrative costs should, theress
fore, be lower theon for a sales tax.

The werason~l income tox cvaluated

8 ve have already noted, the debate over the seles versus the income tax,

sounded in so many toxntlon toxts and legislative halls, is esscentinlly onc between
two theorics or principles—--the ability-to-pay and the bonoefit principlces, The
latter assumes that we all profit from govermment and its scrvicaes and that con-
sequently it is a good practice for oll of us to poy somecthing howeord the support
of government, The benefit theory, however, has ncver been widely accepted as a

desirable means of financing gonoral govermmenty cven though it has geained wide-



90w
sproad adherence in the ficlds of highway taxation and in munieipal charges for
such scrvices as garbage romovel and sowoapge disposal,

In financing generel government activitics, however, we have operated on the
principle that those who can should pay for scrvices without regard for dircct
benefit, .lthough not all cgree, tho income tax is rcgarded in many circles as the
fairost and most cquitablo tax since it, better than any othor levy, rccognizcs the
prihciplo of ability-to=pay, Horcover, it is urged that since in the final analysis
all taxes must be pald from income, the most cquitoble tox is nccossarily the one
vhich is collected from the taxpayer in accordance with the size of his income,

s

The specific arguncnts supporting or attacking the income tax oro so familiar
that we shhll treat thom in summery form,
In support of a personal incomc tax it is urgeds
1, It is bascd on ability-to=pay and is progressive,
2¢ Itiis cosy to administer and is o flexible tax,
3s It balancecs the regressive sales taxes, which comprisc a substantial
part of our rovenucs
against tho incomo tax, it may be urged:
l. It rcducces savings, investment, and cconomic cxponsion,
¢ Tho Federal Government has raised its income tax ratc to such
a high level that ability-to-pay is already adoquately rccognized
in fedoral toxation,

3o It will be casicr to achieve federal-state tax coordination af the
State docs not cdopt an income taz,

4« The income tax may be utilized to redistribute wealth as well as
raige income,

It should be pointed out that some support a stﬂtenincomoitnxvboaauso, at
the uppor inceme levels at loast; much of the state tox would éomo from the larger
payment vhich would be made to the federal governmont 1f no stato tax were asscssed,
In answor to this roasoning, it should be pointed out that the Federal Governmont

has certain revenue requiroments and that if it docs not mcot them i one way, it
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will in anothor,

It appoars, therefore, thot whether onc supports an income tax for Maine or
opposes it depends upon the premise from which onc cmbarks, If onc vicws the com-
bined impact of federal, stato, and, local taxes, hc 1s inclined to argue that
justified, On the other hand, if onc analyzcs our state and local tax systoms
alonc, he is impressed with their proportional or slightly reogressive charactet
and is likoly to maintain thot in tho intercsts of tax cquity it is imporative that
the state adopt an income tox,

One is tempted to conclude this short discussion of the state income tax with
the observation that in a State of limited wealth, such as Maine, it simply does
not yiald sufficient revenue to permit tox reform (the retirement of the state
from the property tax and the reduction,of some of our present levies) and at the
gome time to meet the anticipated revenue requirements of the State, Much as we
might wish to observe tox equity, there is not a sufficilently high level of income
in Maine to finance government services without resorting to a broad levy, such
as the sales tax,

THE CORPORALTE INCOME TiX

Thirty-three stotes have a corporate income tax,low as compared with thirtye-
one with personal income taxes, Connecticut, Pennsylvania, and Rhode Island have
corporate but not personal income tnxes,

The pield from corporate income toxes in 1949 varied from $160 million in
New York to $185,000 in South Dokota. Per capita receipts were highest in Wis-
consin at 413,99 and lowest in South Dokota at $.30, The State of Wisconsin raised
1/ per cent of its tax revenue from this source, but at the other extreme South
Dakota received only 6 per cent of its téx receipts from a corporate income tax,

It wos impossible to prepare a reasonable estimate of the yield of a corporate

tox in Maine, but revenue from this source, if a 4 per cent levy were enacted,




STLTE CORPOR..TTON INCOMI

TLBLE TXXXIV
T.X GOLLECT TONo
19404 .1948,1949

SELECTED TELRS,
PerceBt Inorease

eeren

1949 1928 (In Thousandg of Dollars)1940 1949 over 194

States Uging Tox 33 32 %
4 Llabuan G788 5,675 1,322 ~ 48,'7%
Lirizona 5,269 ),64 "856 "515,5
srkonses 6,325 5, oqr 334 13779347
California 75,798 69,] 205594 268,41
Coloredo 5,763 4,690 1,035 458,7
Connecticut 15,276 15,200 3, 567 328.3
Georgla 15,419 18,177 3, ' 167 386,9
Idaho 3,610 3,061 1, , 043 246,1
Tova 2,946 2 640 905 22545
Konsas 3 763 3 142 754, 399,11
Kentucky 3,819 " 638 1,952 351.8
Louisiana (d) 0,196 3,11 17h.8b
Moryland 7,665 3,992 1,392 45046
Mfssachusetts 6 ,1535 28 J310 PNV 531,,6
tiopesota 17, 680 90 2711, 44380 3037
Mississippl 7 779 6,370 993 68344
QJSsourl (d) (a) 6,945

) xico , ] 2 D i
New York lé%:%%g 16% géf 42,%38 gé%ei
North Carolina 41,006 35,280 8,655 37349
North Dakotas, 1,421 1,189 281 4057
Okl.ahoma, 93022 8,305 35040 13449
Oregon 20,041 16,576 I,712 1,070,6
Pennsylvania 94,793 3&,636 23,777 98,7
Rhode Island 6,644 6,451
South Carolina 19,300 16, 3494 2,076 829,7
South Dakota ‘185 107 705 =738
Termessee 8,509 7,072 1,813 369.3
Utch 3,006 2,081 801 969 ks
Vermont 1 3 400 1,301 187 64942
Virginia 20" 6?5 12,488 2,690 74161
Wisconsin 46 128 42,918 8,741 bR 6T
TOTAL &641,403 584,823 $155,391 31248

o, Oorporation income tai,
individucl income tox;

be. Percentage based on 1948-1940 figures.

shown for license and privilege toxces includeg

corporation excise tax ond surtex nsasured in port by net income and in part by

¢. The omount

corporate exoess,

de Corporﬁtlon income tax included with individual income tox;

ave, J lable o

g« «mount shown for license and privilese toxes includes
tion excise tax ond surtox measured in port by nel income and in part by corp-

orate exccss,

except that on financial institutions, included with
segrepgation not avallable,

SOURCE:

segregation noi

{540,631 thousend from

$40,588 thousand corpora-
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TLBLE LXXXIV
QORPORATE INCOMETTAX w 194D

R e

Yicld Per Ceont of Yield

Stato, (Thousgand) Tobal Taxaes, Por Capita
Llobama 5 678l R & 0,23%
arizona 54269 11.3 7 48
arkensas 6,325 748 3627
California 755798 10,1 732
Colorado 5,783 6e8 4082
Connceticut 15,276 16,3 7668
Georgla 15,419 1441 487
Tdaho 3,610 12,2 6,16
Towa R;946 2el 1,13
Kansas 3,763 367 1,99
Kentucky 8,819, 1Ba7 3409,
Louisiana . e R — e
Maryland 7,665 644 3656
Massachusctts 264153 11,6 5,64
Minncsota 17,680 10,8 6,03
Missiseippi 7,778 8¢5 3,689
Miasouri e o remman
Montana 2,240 3a7 4638
N, Mexico 1p4).5 382 20 48
N, York ;160,175 2le5 11,30
Ne Carolina 415016 1944 10,80
N, Dakota 1,421 369 2 olils
Oklahoma 9,022 663 393
Orcgon 20,041 20,4 12,23
Pennsgylvania 94,4793 21,3 9,05
Rhodc Island 6,644 16,7 8,692
South Carolina 19,300 2069 Q¢ 74
South Dakota 185 «b «30
Tonncssce 8,509 601 2,68
Utah 3,005 740 L9
Vormont 1,401 746 3,86
Virginia 22,625 1743 72
Wisconsin 46,128 2463 13,98

1ls Only for financial insitutions ~ othcr corporato income is reported with
individual income and the two arc not scparable,

2, Corporatc and Individual income figurcs arc not scparablcs
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would probably be less than { 3,0 million,

The impact of the cornorate income tax,

i recent study on Minncsotals Income Tax preparéd the following estimates of

corporate liability under different stote corporate income tax statutes,.

Stote $50,000° 100, 0007 150,000™ $500,000"
Mass., 15431 2,863 4y 951 16,504
Conn, 1,500 3,000 2,550 8,500
Re T, 2,000 44000 3,400 11,333
Vi, 2,000 45000 34400 11,333
N.Y, 2,750 5, 500 4,675 15,583

1, .ssumed 80% of property, 80 % of payroll, and
10 per cent of soles in the states. :

2, 411 business done within the state,
The Comnittee was unable to study the impact of taxation on business; congequents
L1y 1t cannot discuss what a corporate levy would mean teo busincss enterprise in the
State, Many, however, fecl that bocnuse of the distance from markets and raw meter-
ials and the other competetive disadvantages against which business in Maine must
contend, that cautién should be observed in imposing a corporate income tax, Certaine
ly, if such o law is cnacted, therc should be a lightening of the property tex now

imposed on business,
THE COMBINEDINOQME:ANDCSALES DX

It has not been usunl for states to adopt both the income and sales tax in one
package, and one must confess that proposals for such a tax would be met by such
boﬁént'ﬁoli£iéﬁi opposition as to make it a very dubious tex bill from the view-
point of political feasibility,

There is, however, much to be said for a combined income and sales tax, It
would provide sufficiont revenue so that the State could withdrow from the property
tax and lower the cigoarctte t-x, It would also be possible to divert some general
funds to highway uses

Moreover, it would provido a badly nceded belance in the distributuon of the
costs of state governmentg «8 we have pointed out, both the income and sales taxes

arc subject to criticism, The first beccuse it discourages savings; the second




because it discourages consumption, By combining the two at a low rate, we may
find tho best possible solution to what appears to be an insoluble dilemmc,

It hos been urged that the combined taxes will yileld so much revenuc as to
encourage extravagances The answer 1s that the legislature still will control the
spending powor, and we have no rcason to assume that they will abrogate 1t, It
is also argued that the State doos not need this much money, ;1though it is true
that tie State does not require the income from both these taxes to support presont
or prospective scrvices, it docs if it is to rcduce or censc to assess taxes which

it is alrcady levyinga
TEX A(DMINISTR.TION

State tox administrotion

State tax administration in Maine is generally satisfactory, although there is
somc criticism, cspeclally from looal levels, of the state proﬁorty tox valuation,
Thoro is a widospread fecling that tho state valuntion is not an accurate figure,
primarily beccuse many do not understand tho method by which it is computed, Onec
should realizc, however, thot criticism of the state valuation will aluays occur
as long as it rcpresents o factor in determining the stote tax billy It is to be
expccted that local officials and other intercsted porsons will challenge the
valuation, in an attempt to rcduce municipal liability undor tho statc property
toxe

Since the publication of the Lutz Roportl in 1933, ( in which o numbor of
suggestions were uode for improving tax administration in Maine@, o considerable
integration of collection activitics has boen monde in the Burcau of Taxation, which
is a ¢ivision of the Department of Finance, In 1947 tho collection of tho In~
horitance Tax was placed in the Burcau of Taxation, and in the samc ycar the
complote administrntion of the taxes on insurcnce companios was also vested in this
burcaye |

1, Lutz, Harloy L., The Mainc Tax Systom, 1933,
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4t present, the only major levies not collécted by the Bureau of Taxation are
tﬁo automobile and liquor foes, the hard liquor profits, and the cxcise on beer,
It would probably be morc cconomicel to place the collection of these leviewm in
the Burcau of Taxation,

The Burcou of Taxotion is divided into scveral functionally indepeondeont divie
sion which arc titled in accordance with tho taxos they colloct, Thus, there is
on inheritance tax division, o gnsolime tax division, o tobacco tax division and a
property tox division, Tho latter also csscsses and collcets tho toxces on corporas-
tions cnd utilitics, «ll poll and property toxces in the unorganized. territorics,
and the spceial taxces on swcet corn, potatocs, and bluchecrrios,

Gas Tnx Aduinistrotion

“0ne gthon suggostlon can be made under the heading of tax administrotion, and
thot is that the state should abolish tho 5¢ per galloir refund on gesoline used
for non-highway purposcs, The refund itsclf is a reasonable onc, especially sincc
the gos tox is intended spocifically as a user tox, the rcovenue from which is
carmarked cxclusively for highuny fund purposcs, ..dministrativeoly, the rcofund is a
linbility sincc it groatly incroascs thc cost of gas tax collcetion, and olso bo-
cause wide sprond abusc of the rofund privilege is kuown to cxist, particularly in

farming ond fishing comaunitics, State audit costs arc also inercnsod ags a rosult

of thec refund provision,

Local tax adminigtration
Probably the greatoest single wenkness in the structuro of fmericen stato

toxation todey is the greoat difficulty cncountored by statc tax administrators in
maintaining satisfactory and cquitable asscgsments at the local lovel, Supor-
vision of local asscssors is at best a thankless task, but in Mainc it has proved
to be a practically dmpossiblc onc, On the onc hend, the Toax Burcauts budgot has
never been sufficiont to permit the hiring of a large enough staff to mointain
closc contact with local asscssors; on the other hend, ony attempt made by the

stato to concorn itsclf with local asscssment methods is rcgorded with hostility,




by city ond town officinls,

There have been o sufficlont number of studics made of proporty nsscssments
in Mninc to wnrrmnt our stoting somo gdneralizations without ény further dotailed
~nalysise. We know the problem; in faot, the Stote Tax dsscssor defined it con-
ciscly in his innual Roport for 1947 and 1948 when he listed the following four

ghortecomings of local property asscssmentsg

1. Incquitablo voluntion within tovns,

Inequitable valuntion of similar propertics, such as industrianl
plants, between towns,

3. Failure to valuc property at, or anywhere ncer, "just! voluc,

4o Lack of facts, ~nd cspccially rccorded facts, concerning
property, adequate to support the asscssmentss

4is long o8 the present system of asscssing is rctainod, therc is little reason
to anticipate en cquiteble and sciontific valuation, cither at the state or local
level, However, the state is moking o significant offort to improve matters by
sponsoring asscssment schools and by furnishing consultants to local boards of
asscssors; it could and should do more, if its budget permitted. There arc also
cneouraging signs that local intorcst in better asscssments is growing and is
demanding action, 4 number of municipalitics have had rovaluation surveys, and
others are taking more limited steps by improving thelr property rccords and by
developing tax mops,

But the fact remains that clocted, underpaid and port-time asscssors simply
cannot do the job; although mapy towns have improved thoir asscscments, thoro
can be no widespread advance, cspeclally in rural arcas, until some chonge is mede
in the sizo of tho asscssment district, ond in the method of scleeting assossors.

Onc method of improving locel tox cdministration in the small communitics so
typicel of Maine would be for two or more towng jointly to support o full time
asscssgor vho would be cble to dovote hig entire cofforts to preparing full. proporty

deseriptions and drawing tax maps for all the communitios in thé assosecmont district.
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The advoantage of this plon is that by sharing costs scveranl smell towns moy cnjoy

the benofit of professional assistance which individually they could not afford.

wagessment districts

The State should bo outhorized, thorcfore, to cncourage and cven roquire tho
formation of ncw asscssment districts which would be large cnough to cmploy trained
asscssors. Tho Stote Tox .sscssor should 2lso be responsible for thoe tr-ining of
district asscssors and should bo rcquirced to confirm the rselection of asscssors by
tho combincd boards of sclectmon of the municipelitics comprising the local asscss-—
ment districts. If the State Tax [sscssor is not convinced of tho compctency of
the local asscssor, he should rcfusc to confirm the appointment,

The nlternantive to the creation of larger asscssmont districts by loccl action
will be repugnant. If municipalitics arce uncble to achieve satisfoctory valuations,
then direet statc control of asscssmonts will be incviterble,

Poor locsnl asscssments are largely responsiplo for much of the distrust ond
criticisim of the st .tc voluations 48 we have noted, the actual computation of the
stnte valudtion is cccomplished by adjusting the local rceturns, iy improvement
in local asscssmont will incvitebly rcsult in on incrensed local v-luation, but
when the state voaluntion riscs proportionately with the inercasced local figurce, the
~cceusation is hurled vhat the stote is encouraging good local asscessment in ordor to
increosc its own rovonuc, So bitter has been the controvorsy on this point that the
state, in order to cncourage oven moderatc reforms in locel asscssment proctices,
has been forced to stebilize its own veluotion and to realize less revenuc from
the property tax than it is legelly cntitled to rcceive,

It appecars thnt o solution must be found to the stoate-local voluntion dilemmn,
since the prescent situation is productive only of ill-fccling. Morcover, improved
property tox administration ot the loccl leovel is made difficult and the state is
deprived of incom09

The cnds of improved local asscssment, greoter rovenucs for both the state and

municipal governments, and botler stote-localrolations could be achicved if the
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State were to adopt a now mnjor tox and retire firom the property tax,
Eorsonal proporty
Personal property may be definoed as anything which can be scen or touched and
which is not attached to the grounds Its taxation under the goneral property. tax
hos been a subjecet of long and bittor debate,. Unlike rcal cstnto, tangible
porsonal property is chorncterized by mobility, although some states tax as per-
sonal property objects which could hardly be moved without their destruction or that
of the building in which thoy aro houscd,
For purposcs of taxotion, tho stote of Mainc defincs personcl property as
follows:
¥s::all goods, chottels, monoys and offccts, wherosoover thoy arc; alk
vessels at home or abroad; oll obligations for moncy or other property;
moncy at intorest ond debts duc the porsons to be toxed more than thoy
arc owing; all public stocks and scocuritics; all shares in moncyed and
other corporations within or without the stote, cxcopt as othoruisc
provided by low; all annuitics payablce to tho porsons to be taxed when
the cepitel of such annuity is not toxed in this state; and oll othor

proporty included in the last precoding strto voluation.™

48 can be scon from the above definition, the Maine property tex is asscssed
on all personal property, tangible and intongible; the only personal property not
taxable is thot which is specificelly declarced by law to be oxumpt.In general,the
following classcs of property arc cxempb: oireraft, automobiles, and tractors on
which cxciscs arc rcegulorly lovied as o condition of opcration or registrationy

ing
pleasure boats belong to non-residonts, farm crops, frrm animels (under cortodin

conditions|, formers' and mcchonics! tools, property situated in cnd taxoed by anothor

stote, property in interstote transit, vessels under construction or in drydock,

1, Burcru of Taxationy Guido for Usc of Asscgsorsg , 4Lpril , 19504
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Federal or State of Maine sceuritics, radium for medical purposcs, and wearing
apparcl,

In the administration of the tax on tangible personal property, the asscssor
must depend upon tho toxpoyor to provide him with a list, or the asscssor must vicw
the property and proparc such o list h:i.msolf’° In Mainc the law rcquircs that tho
toxpayer shall submit a declaration to the asscssor, or clsc accopt whotover valuation
the town deems peasonablc, The fact that less than 1% of Meine Taxpaycrs prescont
lists of personalty to their asscssors is oloquend! testimony that personal property
ls being asscsscd at far less than its truc valuo or olsc is being overlooked come
pletely, For woe may bhe surc that if the asscssors habitually overvelucd porscnal
propcerty when lists were not filed, then promptness in filing would become of
immediate concern to overy boaxpsycr, If tho localitics over attempted to tighten
thedr colloction methods in respect to the personal proporty tax, cvasion would
flourish, becouse most personalty is portnoble and therefore capable of canccalment,

4 speeinl problem cncountered in toxing personal property is tho asscssmont of
inventorics and machinery, The former very constantly in value, character and sizcs
and wherce such property is taxed at 211, its asscssment usuelly 1s based on a mutunl
understanding botween owner and asscssor, and the veluation often rcproscents only a
token amount, Tho asscssment of industricl or other machinery is also difficult
boeause there arc countless types and styles of machincs, cven the purposc of which
mey be unknown to the assossor,

Despito the above difficultics, Mainc in some instances heos managed to toax
business property rathor theroughly. So successful hos it been in collecting
property taxes from corporations, utilitics, ote, in comparisén with its wocful
underasscssment of the land and pofsonalty of individuals, that tho statc has boen
accuscd of discriminction cgoainst the formor groups. It can be apprecinted ot onco
that cven if all real cstato in a given town, whother owned by individuals or by

busincsses, be toxed on an centirely cquitable bosis, still the business is liable
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for a further tax on its machinery and cquipment s personcl propoerty, whoreas the
individunl houscholders arc eble for all practical purposcs to cscape any tax on
thoir personalty, In foct, the personcl proporty tax has beecome primarily a tax on
industry and morcantilc cstablishments, In 1949, poersonal proporty valutions wore
dividoed ns follows:

Total 1949

Porsonal Property Voluation = $133,678,500
Porcontace Digtribution

Industrial Proporty 31,8%

Morecontile 45¢5

Foarm 7ol

Houschold Porsonalty 5ok

Intangibles 260

Boats 1 ) 5

Miscolloncous bo7 SOURCE: Tex Burcau Rocords,
TT100,0%

In the inteorests of tax cquity the state should cxempt all personalty from
asscssmont under the property tax, as the states of Delawnre and New York have
donc, Bvon though the vrluotion of porsonnlty by locol asscssors romaing largoly
o formality eos far as individusl property ouwncrs arc concerned, the succcss with
which the personal property tox is applicd to busincss in this state will probably
agsure its rcotontion on the books for some time to come, IHowever, as has bcen
pointed out in the discussion of corporatc taxes, moro revenue and groater equity
will be rcalized if tho tongible personal proporty tox on businoss is abandoned
and morc rcliance is placod on o gross recoipts or nct income tax, The following
cxample illustrates the groator cquity of o tax on the volumc of busincss,

Congider the following threc stores, cach with the srme inventory, but having

different volumcs of businoss: _ Co. L Co. B Co.C
Inventory : $ 200,000 & 200,000 % 200,000
Turnover 4, bimos 5 timos 6 times
(est of Salos 8 300,000 % 1,000,000 % 1,200,000
Percontoge Gross
Profit on Cost 40% 205 10%
amount Gross Prof, 320,000 200,000 11204000

. 1,200,000 $1,320,000

£

amount of Sales $ 1,120,000
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If o pcrsonal property tax of 50 mills werc levied on the inventorics, it would
mean that all thrée would pay the same omount, $10KOOO, L. gross receipts tox at
«5 por cont would rosult in texos of $5,600, $6,000, and $6,600, 4 gross profits
tox of 2 por cent would be morc cquitablo, as it would tax the threc enterpriscs 4,
B, and G, $6,400, 4,000, and $2,400 rospectively, Eithor of thoso two taxos would
be morc cquitablc as a businoss tax than is the present gd volorcm levy on inven-
torics,

Manifestly, the state will not rctiro from or greatly altor the structurc of
the property tox unless it is assurcd of a comparcblce or groeater gource of rovenuc,
Howover, if a strte income tex is lovied with provisions for toxing corporations,
or if a state sales tax 1s adopted there will bo ecn immediate hue and cry for relicf
from the discrimnitory tangible porsoncl property tax, ond the stote would then
be in a position to act,

A sccond argument, put forth by the proponcents of the ptrsonal property tax is
that thore is no offcetivo substitute for the taxation of things as such, The
increasing prcoccupation of the state governments with income, salcs, usc, and
privilege taxes, and the growing discontent with the administration of tho property
tax, which first turnod the states from this.Sourco of rcvenuo, would scom to indi-
cate thet there cxist sourcos of income which are quite as desirable from the stand=
point of yilcld and which arousc much lossg controversy than do taxos on tongible
proporty.

The fingl argument in favor of the personal or proporty tox maintains that this
Lovy rcaches persons who othorwiso wokld pay no other tax, Whilec it is truc thet
cven persons living in ronted houges pay property taxces as o percentnge of thoir
rent, thoy arce not scriously affccted by the tax on tangible porsonal property as
it is administered, ond there is no rcason why tho tax cannot bo cbolished if al-
ternativo forma of busincss toxotion arc omploycd,

The tax on tangiblec porsoncl proporty is nce longer a satisfactory devico of

taxation, primarily becauso it has ncver been, is not now, and wo bolicve, novoer
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will be, capablo of proper cdministratione This tax az presontly administarod dig=
criminatos unduly agoinst property owners since its burden on rontors is non~cxistont;
vhen cfficiently applied to business, the tangible personal property tax can be oxe-
tromely damaging and cortainly as it is asscsscd now, it is discriminatory agninst

industry,
PROPERTY T.X.TION~ INT.NGIBLES

Of 211 tho shortcomings which besot the administrotion of the gencral property
tax, undoubtedly the most scrious is the impossibility of asscssing and collecting
the tox on intangiblo personalty, This tax has bcon so universally unsatisfactory
that many states which still rctoin tho personal property tax in some form have
abandoncd the attompt to teox intongilbles, Miino; nowever, still rctains this tax
on the statute books,

Intengible personnl property consists of stocks, bonds, end moncy at imterost,
Obviously feow teox asscssors hnve uvither the timo or inclinotion to scorch out and
agscess 21l the stock cortificntes or bank deposits bolonging to cach individunl in
their jurisdiction, Whilec real cstate, farm mochinory, doairy herds, ond cven such
items a8 planos, cloctric rofrigorators, and roadios may be casily scon, the asscssor
must depend ontircly upon tho good faith of the taxpeyer to doclaie intongibles for
asscssment, Vhen we reeall thot less than 1 por cont of the toxprycrs submit lists
of personal proporty, it is not difficult to imagince that the porcentage of porsons
declaring intangibles rust be ovon smallo:nr,

The liboral cxenptions allowed in Maine on intangibles reduces yield still
further, Not taxable are: Federal securities, Moine stoate and municipal stocks
and bonds issued after 1909; copitel stock of mining, manufocturing, smelting,
agricultural ond stock raising corporations; copitel stock of telephone and telegraph
comprniec operating in Maine; stock of raillroads operating in this state; stock of
trust compenies orgonized under Moine laws, and stock of Moine banks organized under
Ue So lows; doposits in Moine savings banls and trust companies, and loans secured

by wortgages on Maine real estote,
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48 con be seen from the table below, the voluntions ploced on intangible per—
sonalty have been extreiely erratic, but the total figures for each year show a gen-
eral downward trend,

Total of Local Valuation on Intangibles 1n Moine
(In Thousonds)

1945 1946 1947 1948 1949 ..
Stocks, Bonds $ 1,474 § 720 o871 81,336 851,378
Money at Interest 3,337 3,903 4y314 2,537 1,284
4,811 4,623 5,185 3,873 2,662

Totnl

(In 1946, Bangor stopped assessing stooks and bonds, thereby reducing the totnl
state valuction for this item almost by half, The city hos since returned to this
gource of revenue),

There cre no figures available for 1949, but it is interesting thot in 1946
the valugtion set on intongible personalty in Maine was $4,623,000, vhile income
from dividends and interest reported by citizens of this stote for Federal income
tax purposes wes 32,201,000,

thile not 2all of the gsecurities or woney ot interest represented in this figure
would be taxable in Moine, the discrepancy is too lorge to be exploined away,
The frct is that only o few municipolities are making a significant effort to tax
this form of property., .s proof of this statement, the following table, wvhich is
based on Tax Bureau records, seems to indicate that the bulk of the state's intong=

ible personal property is located in no more than 7 Moine cities and towns,

Valuation of Intangible Personal Property, Showing
Relative Concentration

1949
Te Stocks & Bonds, % of State
. Voluation
Totol State Valuation ¢ 1,378,000 100%
Bangor Veluation 608,000 bt
Bath & 419,000 3044
Falmouth " 68,000 4o
Galais " 40,000 2.0

Thomaston " 36,000 2,6
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I. (continued)
Stocks & Bonds

Wiscasset Valuation 35,000 265%
So, Portlond M 24 000 1.7
Total, 7 Communities &1 256'000 89,19
IT, Money at Interest. '
Total State Valuation 1,284,000 100,05
Portland Valuation 736,000 5849
Bar Harbor " 138,000 10,7
Auguste " 96,000 ol
Belfrst " 45,000 3¢5
Kennebunk " 38,000 Re9
Totel, 5 Communities ", 073,000 " 83209

SOURCE:  Bureau of Taxation, County
Valuation Sumnaries,
In sumary, then, the arguments agoainst including intangibles in the general
property tax cppear to be as follows:

(1) It is nlmost imvossible to discover intangibles,

On page 57 of the Moaine Bureau of Toxation's Guide for use of Assespgors_,
there oppears this significant stotement: "Becouse intangible personal property
1s usunlly difficult or impossible for the average asucssor to locate, and
hence is so largely overlooked in local assessments, the cssessment of this
class of property is not discussed,.in this guilde X

(?) Yields on most securities and on bank deposits are now so low that the
tox tokes an unduce proportion of dividends : nd lntorest derived from 1ntang1blesA

(3) Ownors of large omounts of intangible pcrsonalty are encourcged o
congregite In Tow-rate digtricts, ‘or iere they tay avoid assessment alto-
gether.

[N

(4) Double toxation Is ePcounLered when both tﬂngjbl and 1ntan51bles are

toxed, Aot i e phdisiosantbet
Meny states which still tax intangible personal property avoid some of the

more serious inequities mentioned above by mrking use of the so=called clessified

property tax, which is a system of taxation which does not utilize a single

tax rate but cpplies a different rate to cach type of personalty, Thus 1t is possible

to apply a low rate of taxation to o low yileld security, o higher rate to a valuable

mochine or dairy herd., When such a system of taxetion-in=proportion-to-value is
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used, taxpayers are more willing to list their personclty, but the lower rates
imposed upgually result in the collection of less revenue, dispite the added number of
returns mede, The value of thoe calssified property tax is; then, that it is more

equitable on the taxpayer,
The most desirable method of taxing intangibles is to cxempt them from the proe

perty tax entirely, and lo tax the income derived from them under a state income tax,

Conclusions

1, The taxetion of intangibles in Maine , as presently administered under the
general property tax, is grossly inefficient and productive of neither
cquity nor rovenue,

Re II' a serious attempt is to be made to tax intangible personclty in this stote,
the method of assessment should be revamped so that evasion will be discouraged
and yileld incrensed,

3¢ To achieve this end, two alternatives arc open:
4 The adoption of a classified property tox. ‘This tax is equitable,
and therc will be less incentive for evasion,
B, Tax intangibles under an income tox, as does the Federal governuent,
This tax is most equiteble, since it takes account only of the ine
come which o taxpoyer derives from his property, which is the best
indication of real value,

Public utilitiag and tho property tox.

Attention is called to the accompanying table which illustrates graphically
the result of taxing utilities, in particular the power companies, under the property
tax, <lthough the power companics draw upon the rosources of the entire state and
scll their goods and services to as wide a market, o relatively small number of
communities now beneflt disproportionately from taxcs assessed on these utilities,
48 can be scen from the table, 20 Maine towns, out of the 45 which tax utility

property valued at $200,000 or over, derive 25 per cent or more of their income from

this source,

Property tax appeals

Existing statutory provisions permit the toxpeyor to appeal his valuation to
the county commissioners and then to the Superior Court, provided he has filed his

declaration with the board of assossorss In e’fect, there is noveffective appeal



TABLE TXX

LOCAL V.LU.TIONS ON PUBLIC UTTLITY PROPZRTY IN MLINE CITIES .ND TOVNS FOR 1 949

e

B s

(LISTING OF MUNICIP.ILITIES H.VING PUBLIC UTILITY PROPERTY WORTH 200,000 or more)

Pover, Total
Local Total R, R, Light Public Pub, Utility
Tox Property Property Property Utility Valuc a8 %
Municipolity Rato Valuo Value Value Value - of Total Val,
Auburn 055 $20,070,026 54,250 $2,117,410  $2,316,660  11.54%
Lewiston 048 37,306,402 143,050 3,369,390 34513,440 9042
Turnor 070 1,092,317 299,350 299,350 27,40
Caribou 078 6,230,105 120,850 139,000 259,850 417
- Baldwin .086 664, 456 1,125 362,300 363,425 54,69
Brunswick 053 5,918,013 76, 500 483,661 560,161 6,28
Gorhnn 067 3,001,007 5,275 1,111,595 1,116,870 36,48
Portland 0556 94,989,400 2,026,725 1,249,800 3,276,525 3.5
S0, Portland «0595 17,641,162 594.,'770 865,075 1,459,845 BeR7
Standish «055 1,995,990 3,595 7955525 796,120 39,88
Windhom 0675 2,759,291 1,300 467,28 468,583 16,98
Bucksport 0496 43356,146 44705 820,340 825,045 18,94
Ellsworth 072 34545,150 22,375 726,475 748,550 21,12
Lugusta 056 15,509,660 75,200 3604330 435,530 2,79
Formingdale .063 991,190 3134225 518,225 32,10
Oakland 079 1,860,241 14,250 386,975 401,225 21,57
Waterville 2045 18,390,938 670,470 112,650 783,120 4 eR6
Winslow 2057 3,608,055 600 239,930 240,510 6,66
Rocklend .0566 8,776,090 60,740 431,680 492,420 5,61
Wiscassot +059 1,724,941 3,860 689,508 693,368 40,19
Rumford .073 7,733,735 95,000 995,285 1,090,285 14,10
Bangor 0548 36,528,744 757,080 553,604 1,310,765 3,59
£, Millinocket .08/, 1,684,650 3,300 492,700 496,000 29,44
Enficld .08/ " 503,180 3,560 219,425 R22,985  44.31
Howlond .083 1,131,180 2064,, 540 264,540 23,39
Medwiay .118 350,961 ‘ 212,554 212,554 60,56
Milford .073 755,954, 1,500 397,000 398,500 52,71
014 Town ,063 6,224,140 9,900 258,600 268,560 431
Veazie 062 L4759 449,900 449,900 62,94
Milo 07386 1,791,050 G5,400 125,000 510,400 28,49
Both (054 10,499,020 63,080 320, 050 384,130 3.65
Embden 071 431,82 35 228,550 nR9,285 52,09
Feoirfield . 0668 3,351,564 35425 664,355 672,780 20,07
Moscow .032 2,816,750 2,564,361 2,564,861 91,05
Pittefield ,070 23,379,045 2., 500 (247,620 252,120 10,59
Skowhegan <064, 54 504,595 19,300 120679400 1,086,700 19,74
Solon 2060 728,270 250 352,700 352,950 48,46
Pleasont Ridge 0235 23990, 810 2,900,000 2,900,000 96,96
Baileyvilloe +060 Ry348,410 4,000 677,000 681,000  R€,99
Berwick 099 1,213,905 3,935 203,085 207,020 16,98
Biddeford 039 16,398,652 43,370 722,946 766,316 4,67
Buxton J0544. 2,305,578 850 1,237,969 1,338,819 56459
Dayton «040 043,951 677,563 677,663 71,79
Hollis ,065 1,047,506 1,000 606,356 667,356 63,71
Saco .0063 74304,045 11,805 764,446 776,331 10,63
SOURCE: Burcau of Taxatlon County Summary Shects,




«111
from the determination of the loccl board of assessors, It is suggested that toaXe-
payers be pernitted to cppeal thelir asscssment to a board of tax cppeals, conposed
of persons qualified in appraisal work, which would heer casos for the wholevstnteG

L. further appeal to the Superior Court on questions of law would be allowed,

Other suggogtions

1o The stnte should mtke its supervision of locnl assessment practices
nore cffcective, Although the statutes givo the Tax [ssessor authority
to order the loocal assessors to conduct a re cvaluation if Y,., in his
judgment such reassessment is advisable or necessary to the end that all
classes of proporty in such town shall be ogscssed in compliance with
the lawes. ", this power hag nevor been utilized, and porhaps cannot

e

be until it isg furthor clerified by statutory amendmentes,

2o & cloar &dstinction should be made in the internal divisions of the
Burcou of Taxation betwecn the collecting and the assessing functions,

3. The Legislature shovld crecate in the Bureau of Taxation o tax roscarch
division, Such a division would be invaluable in preparing rcecomuendoe
tions for changes in tho low, administrative practicos, and the rovenue
basc, This Division could also hondle departmental reports and publicity.

Le The Burcau of Taxation is to be commended for its Ascessor!s Manuol ond
for its school for asscssors and it should continue and expand guch
activitlics,

CONCLUSION LND SUMMARY
le Costs of stote end local govermment have inerccscd gteadily and the
present inflationary spiral, plus the inccssant demand for more

govermucntol scrviees, insurcsthat costs will continue to climb,

2e The Highway Fund and the General Fund orc without sufficient revenue to
support the present level of state services,

3+ Thore has never beon a wholesale overhauling of the Maine Tax system, and
as it hes developed, it rolies elmost exclusively on the property tax and
sclective sales toxes,

4. These taxos are, however, clready at such a high level that further income
from thom appoars unfeasxble andl ineguitablo, .

5s Thoro arce only two majJor taxes now utilized by stotes to which Maine can
turn--=the salce tax nand the income toxXe

P YTy




