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for tax payments. It is by no means certain that the best But it will be said that ignorance of the law excuses
utilization of sum property would be made by these no one. The citizens should take cognizance of the fact of
persons. income taxation and they should put aside a portion of

. . . 0 0 . eam item of receipts as a tax reserve. Thus they wouldIn the case of Income, It IS clear that any abIlIty whIch f d o 1943 f d d o d f th . m. . 0 . carry orwar Into a un erIve rom e InCO e
IS represented thereby exIsts only wIth respect to Income f 942 0 h h.-L t th ' t d 1942. 0 0 ck 0 1 WIt W IUl 0 pay e ax now ue upon

In hand. That IS, when one has receIved a pay che or a 0 '
do .d d _L k h h bo l o d h°ch . Income.IVI en Ulec, e as an a 1 Ity to spen w 1 IS meas-
ured by the amount thereof. He can then proceed to pay This is a counsel of perfection, which could be realized
his bills, to make purchas:s, or to pay ~axeso When t~at only in a society of perfect men. Since so few men are
money has been spent, he IS through unt!l more comes .In, perfect, human affairs are seldom arranged with complete
except as he may mortgage future receIpts by arrangIng foresight. In fact, the paternalistic social security program
a loan with a bank or personal finance company 0 is a frank admission that many will not make and have not

At this point a singular and most unfortunate confusion mad~ pro:vision for old age, although it is the next most
of thought emerges with respect to the technique of income certaIn thIng, after death and taxes, to happen to all of us,

taxation. Income tax laws operate at least a year behind. F rth mo e the provision of a tax reserve out of cur-
That i~, the tax is ler.aIly le~ied upon .the income of th.e ren:inc;~e ~ounts to self-taxation, for the law has always
precedIng year, notwIthstandIng that vIrtually a!l of thIS did th entire process of income tax assessment levy
income will normally ha~e been ~isposed of before th.e a~;Yc:llect~on until after the close of the taxable yea~. No -
amount of the tax levy IS determined, or even determI- .

t I has ev er Contained so mum as a hint ofbl Th .. II d . d o b Ol O b o. Income ax aw
na e. IS IS ca e taxatIon accor Ing to a 1 Ity, ~t It IS how the taxpa er should prepare to meet its exactions"
more properly to be regarded as the exact opposIte" In y

effect, the tax law says to the individual, "You had a Even those persons who might be endowed with suffi-
certain amount of income in the year 1942, and you are cient prudence and foresight to have done better than
liable to pay a certain amount of tax on that income in the law requires or contemplates, by setting aside year after
1943," The uncritical believer describes this procedure as year a tax reserve out of current income, would have been
ability taxation. Whatever income the individual may have confused and defeated by the recent federal policy of
had in 1942 or any other year indicated a certain ability retroactive increases in income tax rates. A society of per-
to pay taxes in that year. It certainly is no clear indication fect men would have been frustrated by the bungled tim.
of any ability whatever to pay a tax in any year subsequent ing of tax legislation over the past three years" When tax
to the income year. laws are enacted in September or October, carrying sub.

Th b' l " d h " " h d I stantial increases of tax rates on all income received since
e a Iity to 0 anyt Ing WIt money en ures on y " d b d " .

h "l th . .11" h d Wh h " the precedIng January 1, no a equate tax u getIng IS pos-
w 1 e e money IS Stl In an" en t e money IS gone, "bl f th t f th t A d et theth . I bOl O d h . II " h . SI e or e grea mass 0 e axpayers. n y

ere IS no onger an a 1 Ity to 0 anyt Ing at a WIt It. ct f 1940 1941 d 1942 . tu ded. ."" revenue a so, an were In rn regar
If It were otherwIse, If the fact that In the past one had b th " th " tu II f ct I. t "

f th" o. " " y elr au ors as VIr a y per e app Ica Ions 0 e
been In possessIon of gIven sums means that the abIlIty " " " ." f" d. d b h . "II ' .11 l "d b 0 abIlIty to pay prIncIple, despIte the fact that each 0 them
In Icate y t ose sums IS stI exIstent, stI a va 1 asls . tu . d t ct" t " II. ". In rn Impose severe re roa Ive ra e Increases upon a
for a tax levy, then there IS no reason agaInst reamIng. . d o d f . t " th .

" Income receIve over peno s 0 SIX 0 nIne mon s prior
back two years or five years when more revenue IS needed. t tm t 1S f b fid b.l " " d . 0 enac en.0 ar as any ona e a 1 Ity to pay tax IS concerne , It
would be as sensible to go back two or five years as it is There is one potent reason, though not thereby neces-
to go back one year. The income that most citizens received sarily a good reason, for the lag in income tax levy and
in 1942 is as completely gone today as the income which collection. This is the use of progressive rates. The require-
they received five years ago, There is no more trace or evi- ment that all income items received in a stated period be
dence of ability remaining from their 1942 incomes than added together in order to ascertain the total tax to be
there is from their 1938 incomes. paid upon the whole is solely a result of the insistence upon

Th I .bl " t t t. f b "l .ty ' th .t ' progression. Indeed, those who regard the existing system
e on y senSI e In erpre a Ion 0 a 11 IS at 1 IS a " 0 "."f ct. f t " A rt " f . .t as a perfect example of taxation accordIng to abIlIty In-un Ion 0 curren Income. po Ion 0 any Income 1 em . " . "b t k 0 t th t . . . d h.l variably belIeve that the system has thIS vIrtue solely be-

can e a en In axes as a Income IS receIve, or w 1 e " ..t 0 . h d "t 0 t d t I t . t cause of the progressIve feature. In the current Interpreta-
1 IS In an, or as 1 IS spen , an a ax evy a any porn " bo l o . . 0 d hf th ." t th d.. I . b tIon, a 1 Ity taxation means progressIve taxation, an to t e
rom e reCeIVIng 0 e spen Ing InC uslve may e prop-. . . .I "d d t b t t " d " t b.l °ty Th questIon as to why progressIon IS necessary, the Innocent

er y consl ere 0 e axa Ion accor Ing 0 all. e . . th " . d. bol O
I f t . aft "t . " t ty answer IS gIven at It means taxIng accor Ing to a Iity.
evy 0 ax upon Income er 1 IS gone IS a raves upon

the ability concept. ~ The Tax Retliew, Vol. IV, No.3 (March, 1943), p" 9"




