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orevord.

Printed material iu any quantity on taxation in
Horth Carolina has never becun collected. Very
little infor othexr than .ublic Tocunents
is ilable.

North Carolina teday is attracting attention
througnout the world. There hkave been many de-
velopmecats which could come only from the manipu-
lation of great resources by & grezat people.

The purpose of ithis thesis iz an effort to get
into the subject of taxation in North Carolina
and to analyze the methods being used to meet
the demands and solve the proolems of this most
progressive of southern states.







Statewide constructive policies were uitknovmn
in North Carolina as late as 1901, when Charles 3.
tycock, then Governor, vho died a dozZen years later
while making an educational address in Birmiugham,
launched an offensive ageinst ignorance. This move-
ment resulted finelly in several definite forwards
looking steps which today give the State favoxable
distinction among its sisters.

shen thought of in terms of dollars and cents,
Forth Carolina's progress is not strikingly diffecrent
from that of other states, as the United States as a
whole stood upon the threshold of a new regime followe
ing the vorld Yar.

A study of causcs and effects brings out the fact
that the State has worked out its own agricultural, cdu=-
cational and industriel selvation by making use of forces
within itself. 1Its pcople have found the "grass grecne
ept in the liome pastures.”" Today, in spite of the coune
try's former liveral immigraticn policics, North varoli-
ne remains homogencous. with a2 rapidly isecreasing popus~
lation totaling 2,559,000 ia the 1920 census the foreign
clement has increased very slowly and ic negligible.

t the time of this census there were fewer than eight






thoucand foroign-born persons in this silate. This
1
may be attributed to two outstanding causes.

1. Richarson:lorth Carolina's Recent rrogress.
Review of Reviews,Tec.l1925.

First, there are no large cities in North Carolina.
ccond, those large industries that have been devele
oped utilizc dorestic lsbor al:ost entirely. tivea=

born /‘mnoricans sxe given the preference always.
Fierth Careline is perpetuating itself both in
ponulation and domestic policies. It has the high-

e

est birth rate in the Uniteod States.

: lina’ T0 -
Review of Reviews, lec.l9Z3.

Progress has come to be the byword when speake
ing of North Curolina. It is ussd in the brozdest
sense and is applied to practically everytiing.

Turing the colonial eriog. direct taxation was

5
scldom used in lorth Caroline.

S« parnett:Taxation in Morth Carolina.
Johns Hopkins Stndies in Hist. & Yolit.Zci.
Series 14, 1900,







Import duties yielded sufficient revenues for the
governmnent's needs during the period from 1776 to
1850 except in extraordinary emergencies. The prin-
cipal expences of the State were met by issues of
paper nmoney during the Revolutionary var. Frovision
was usually made for the redemption of such issues
by the levy of certain taxes. These taxes usually
were in the form of an excise duty or a small poll
tax. Wwithin the perishes taxation was upon property
and by poll.

Upon the adoption of the Federal Constitution
the right to lay import duties was surrendered and
freer resort vas necessarily had to the taxation of
land and polls. Barnett says,"land outdéide of
tomms was texed by area, irrespective of quality or
value; but town lots were taxed according to value.
Unmarried free men, of legal age, were required to
pay a2 poll tex equal to the tax on one hundred pounds.
In 1783 the General Assembly taxed cattle and slaves
at a certain fixed valuation. Carriages, phaetons,
stage wagons and other 'carriages of pleasure' werec
taxed five shillings specie per wheel. But in 1784

all free men were taxed and in place of the taxation







of slaves according to a fixed value, the same poll
tax was placed on them as on frecmen, excecpt that
slaves above the age of fifty were not taxed. The
taxes on cattle and carriages were abolished.”

Such taxation naturally was adapted only to a
cormuni ty where there was even distribution of wealth
among the tax paying class and where conditions were
such the public charges were so light that inequalie
ties in the burden borne by different persons were
unimportant. The State's chief function to which it
confined itself was that of governing. Barnett states,
"It provided neither hospitals nor common schools.

Tand was the chief form of wealth, and in value slaves
were far in excess of any other form of personal prope
erty.? The fiscal needs of the government of lesser
importance were met by taxes upon the commoner forms

of wealth to the exclugion of ¢kker things. These had
the advantage of being easy to reach. License taxes
were not unknown. Each revenus act changed these taxes,
but in a general way they were imposed on inns, pedlers,
playing cards and the 1like.

The assessing of all land at a uniform Bate per

acre could not continue for long. The inequalities stood







out more and more as the poor lands werc taken up.
A new system of assessincnt was devised as taxation
baped upon value came into vogue. arnett brings

out the fact that "Iand owners were required in 1819

to list their lands at a sworn valuation, which was
required to be at least as high as that put thereon

by the Congressional ..ssessment of 1815.%

During the next thirty years hardly a change was
made in the tax lavis of North Carolina. Between 1825
and 1850 there were severzl times when the system of
texation seemed certain of not furnishing adequate
revenue, but always pulled through in sowe viay.

Until 1850 throughout the South tax receipts wviere
derived mainly from land, polls, &nd licenses. General
growth in population and industry together with the ine
crease of wealth in the form of personal property
brought to the minds of many the advisability of redis-
tributing the burden of taxation. Guch a redistribution
was delayed by one thing or another until 1850 when the
fiscal demands of the state made it necessary. In this
year the taxation of personalty was begun. Contrary to
conditions in many stetes, taxation of property from its

inception until after 1900 was of increasing importance.






Barnett shows that, "Up to 1850, the poll tax ri-
valled it in productiveness;but vhcn,in that yeax,

what had been e real property tax became practically

e general property tax, its return to the state
treasury soon outstripped the yield of the poll tax.
Since the war (Civil),the poll tax has not been paid

to the State treasury, and the general property tax

has been the mainstay of Horth Carolina’s fiscal sys-
tem. The increasing importance of this tax is shown

by the rise in its Bate from time to time." It must

be borne in mind that Barnett deals here with the
period from 1850 to 1900. In this period over two-
thirds of the total amount raised by taxation for state
purnoses in North Carolina was from the general propeie-
ty tex. t the close of the period more than one~half
of the school revenue and the lerger part of county and
municipal revenue was from the same source. The assess-
ment system used in North Carolina was that usually known
ao the "listing system." In spite of the fact that this
system of listing was free from some of the conspicuous
defects of the general property tax in other states many
defects did appear in the listing of property. 1In his

report for 1897, the auditor states that only one county






in the state had returned a uniform number of acres
of land for taxation during the previous five years.
He further stated that the slight variation in the
number of acres of land returned were of little im-
portance as compared with the great question of the
proper return of personalty. Jie thought that more
regularity could have been secured by the employment
of better men as list-takers and assessors, receiving
higher salaries.

The property tax in North Carolina during this
period was more nearly a measure of ability than in

1
many American commonwealths.

l.Barnett:Taxation in North Carolina.
Johns Hopkins University Studies
in Hist. and Polit. 3cience,
Series 14,1900,

The license tax on inns was one of the sources
of colonial revenue in North Carolina. During the
most of the slavery period, the business element in
the community was made to contribute to government
needs only through licenses. From the Civil War to

the present license taxes have been increased in nunm=-






ber and almost every from of buBiness now bears it
tax. Most of the license taxes have been imposed for
the sole benefit of the state. Parts of some of
them,however, go to the counties.

These taxes have come to cover such a great va-
riety of businesses that they may be said to extend
from the licenses on pedlers and slot machines to
museums/%g%ton-compresses.

Not all of these taxes are solely fiscal meas-
ures but to a certain degrec are sumptuary legisla=-
tion, while an itinirant clock~pedler is a scarcity
because of the forbidding one hundred dollar tax
which he must pay for each county in which he trades.
The most productive license taxes are those upon or-
dinary businesses. any of the license taxes have
always been poorly collected. At least they were
poorly collected until the agitation for reforms just
preceding the World War. Barnett calls attention to
the auditort*s report for 1896 in which he jocosely
comments: "I am satisfied that these taxes are not
looked after as they should be. Sheriffs sre humane
people generally and are most kindly dispositioned.

I respectfully suggest that some method ve devised







by which county authorities can be impressed with the
importantée of reading carefully the revenue act, then
inwardly digesting it. The State Treasury will I am
sure be much the goiner thereby.®

In the period being discussed the constitution
of the state provided that the property of eorporae
tions and individuals must be taxed alike. Corporate
property was assessed for state, county , and municie
pal purposes. As will be seen later there is at pres-
ent no tax on any property in the state levied for any
of the uses of the State Governnment.

The fipst tax in North Carolina was a poll tax
levied for the purpose of extablishing a Anglican
Church. This tax was provided for in 1701 but the op-
position to such an act was very strong. This oppo-
gition developed to such an extent in the legislature
of 1703 that the act would have been repealed had the
proprietors not already disallowved it,not on the ground

1
of principle but of certain defects in its provision.

l.Raper:North Carolina, a Study in English
Colonial Government.







Thus it is seen that the origin of the poll tax
was coincident with the beginnings of thxation in
North Carolina and statistics show that, until neaxr
the middle of the century, it furnished more revenue
than the geheral property tax. Barnett says this
was largely due to the fact that the taxes on slaves
could be collected by sale of the slaves. The fact
that all of the constitutional amendments of 1835
concerned the poll tax shows of what great importance
it was.

¥or some time before 1860, the income tax was
an important element in the fiscal system of this state.
At the time of the passage of the revenue act of 1898
and early in this century the importance of the income
tax was slight. At this time the constitution of North
Carolina prowvided that no income might be taxed when the
property was taxed from which the income was derived.
In the application of the law no doubt there were many
misinterpretations, In 1898 considerably more than
one half of the counties of the state reported there
were no persons within their bounds in possession of
a taxable incomel

The first inheritance tax in North Carolina was






passed in 1847 and remained in force until 1874 when
it was omitted from the revenue act. A new inherie-
taince tax law was enacted by the General Assembly in
1897 and repealed in 1899. Today Carolina has a very
involved inheritance tax law which will be discussed
later,

In concluding this general outline of taxes in
North Carolina before 1900 it is easy to see why many
people believe thne basis of state taxetion would cone
tinue to be indefinitely the general property tax.
Constitutional provigions and economic conditions both
led to that conclusion.

Barnett contends the chicf fault of the genéral
property tax in North Caroline was the allowance of
an exemption of debts to the tax payer. He believed
mek a change would require a constitutional amend-
ment which finally was made.

The period from 1900 until the opening of the
World wWar served for the spontaneous development of
great energy which after being pent up f& so long was
released with the result that North Carolina today
leads the South in practically everything which involves

money and fiscal administration.






This state is pioneering in many things and she
will be watched carefully by her sister states of the
South which will be always ready to condemn her ex=
travagances and errors as the results of a mania for
progress but equally ready to profit by her experiences.
Why consider the tax system of Forth Carolina if not
for this reason? No other state is more active in ana-
lyzing its needs, its problems, and in providing the
means of overcoming these.

Americans on the whole do not grumble under the
burden of taxation until they come to the cold reali=-
gzation that they are not getting a just return for
their money. The situation in North Carolina today is
one of satisfied taxpayers. They are catisfied because
of the prosperity which seems to resuvlt from the care-
ful expenditure of their money. Just so long as this
condition continues will the present satisfactory status
of the state administrative forces be maintained.

It would be foolish to assume that the tax system
does not need to undergo certain reforms. DNot all ofﬁhe
lack of uniformity and inequalities were overcome in
the recent legislation. However, where the old system

advertised the state as poor and helped to cultivate a







feeling of poverty among the pecople the new system
has advertised the state as rich and created a spirit
of optimimma and one may even say comparative contente
ment and spirited ambition.

The o0ld system had forced legislatures %o avoid
the intent of the constitution, compelled officials -
to instigate or connive at lying, and promoted, in the
language of the late Governor Rickett, "a school of
immorality that will, if allowed to continue, destiroy
the moral fibre of our people."

Among the many reasons for this unfortunate situa-
tion which existed until after 1919 is the general one
of the failure of the law to keep pace with economic and

at
political changes.

1. Pearson:The Iresent fitatus of Tax Reform
in North Carolina.
South Atlantic Quarterly,18,1919.

Several efforts to bring sbout reforme preceded
the final one which originated as the result of a firm
public opinion in 1913 when the CGeneral Assenbly ape-
pointed a cormmission to study the matter and report at a

special session in 1914. .t this time,on the basis of







the report made,several constitutional amendments
were submitted which vwould permit the legislaturec o
classify subjects and rates of taxation, end if it
thought proper, segregate the suljects of state taxze
tion from those of local taxation. Under the old syse
tem the burden of the tax fell upon the small property
holder. The large holdings of cash in baiks, solvcnt
credits amd bonds were notoriously untaxed and the bur-
den £ell upon the land and the small property owner,
Unless reforms were adopted the situation was fast
becoming such that bonde would have to be issued to
meet current expenses. The moveuwent for reform failed
at this time however and the old method of ‘patching

up the machinery? of the then existing system was ade
vocated. The date of the immediate origin of the
movement which resulted in the present system may be
set down as 1917.

The legislature of 1917 authorized the appoint-
ment of a2 special commission which included the fove-
ernor and the cheirman of the tax commission. This
comission was assisted by experts and the work done
showed the thought of level-headed men. During the

time this commission was deliberating, the people of







the State adopted a constitutional amendment meking
mendatory upon the legislature a very large increase
of expenditures for schools. There were very rapid
increases in other expenses under the influence of
the general rise in prices. Pearson tells us that,
"On the other hand there was much well-founded talk
of the great increase in wealth thet was coming, ege
pecielly to those who owned lands and factories.
These facts reinforced the 0ld arguaents tremendously."
Thus we see that when the General Assembly next con-
vened in January 1919 the public was well prepared for

, 1l
serious proposals.

l. Pearcon:Thec Present Status of Tax Reform
in North Carolina.
South Atlantic Quarterly, 18,1919.

Governor Bickett in his annual message presented
with great force the commission's proposals . Aside
from certain emergency provisions,they looked to "a
better permanent system of taxation". Pearson states
that "They embracec constitutional amendments under
which it is believed that the state will be able to raise

all revenue for 3Statc purposes without resorting to






This vwould leave all the real and

any property tax.

personal property to the counties and towns and would

wonderfully help in bringing about a fair valuation

of properties for purposes of taxation, and would also

tend to solve the vexing problem of equalization.

They embraced also the adoption of the budget system

«++. and they embraced also a correct valuation of

property."”

These proposals presented by the Governor were
elmost unanimously sanctioned by the General Assembly
resulting in the adoption of the following program:

1. Immediate re~assessment of all property at
current market value.

2. Submission of conestitutional amendments, defi=-
nitely separating the poll tax and the general
property tax, rendering the former optional
with the legislature and limiting the rate of
each, but placihd the rate on the poll of three
dollars instead of two.

3. Submission of a constitutional amendment
authorizing the State to tax all incomes not
exceeding 6 per cent and permitting the State

to substitute a tax on incomes derived from






"solvent credits” for all other taxation on
this class of property, the rate not to exe

ceed 20 per cent.

»
[ ]

Segregation of the sources of revenue through
the General .ssembly®s omitting to tex gener-
al property.

It mey be well to note at this point that North
Carolina Was the only state in the ..merican Union
where the Gemenal Assembly was denied the right to
levy such a tex if it was deemed wise and just to do so.
The proposed amendment wes intencded to levy no tex. It
was designed simply to give the CGeneral Asseribly the
power to levy it whenever in its wisdom it might see
fit to do so.

The sole purpose of the revaluation provision was
to make the tax books of North Carolina speak the truth.
Conditions had changed and this provision was intended to
meet the actual situation.

sbsolute segregation of the sources of revenue wase
outlined in the program but did not result until 1920.
Further discussion of this will follow.

The revaluation machinery provided for under the

act of Merch 11,1919 consisted of a State Tax Commission






and a corps of ministerial officials. Its three meme
bers are elected by the vote of the poeple at large.
Since it is the State Corporation Commission sitting
in a special capacity it handles all corporations
directly. Subject to certain limitations it appoints
all the assessing officers and may remove them at any
time upon its own motion, It prepares forms for the
use of these officers and instructs them in their du-
ties., It hears the appeals of individuals as to realty
valuation and its decisions are final. It acts as a
State Board of Equalization with full power to invese
tigate all valuations returned by the several counties,
enter any property omitted in any of them, and raise

or lower for the year the county's valuation.

The next part of the machinery is made up of
special examiners and district supervisors. The for-
mer are required to possess "special knowledge of the
value of particular classes of property, the value of
which may be difficult to ascertain. The State Tax
Commission may use them in the assessing of both cor-
porate and non-corporate property. The district super-
visors, ten in number, are said to be "the direct rep-
in the

resentatives of the State Tax Commission ® valua=







tion of other than corporate property in their respec-
tive districts. It is a part of their duties to fur=-
nish the assessors "all possible information and assise
tance.? There are no special qualifications required
for this office.

Pearson contends that ths revaluation process is
not entirely centrelized. Iocal opinion is represented
by a supervisor and assistants fcr sach of the counties
and a county board of apgraisers and review consisting
of the county supervigsor as chairman and two others.

The time necessary for the vork is to be determined by
agreement between the county supervisor and the county
board of commissioners, subject to appeal to the district
superviadyr. These then are the nien who do the actual
work of assessing non-copporatc property. TFrovision was
made for real property to be assessed as of iay 1, per-
sonal property as of January 1l -- thus permitting one

set of men to make both valuations without confusion.

The law creating the machinery prescribes in dee
tail the standard of valuation and the devices for en-
forcing it. All property was to be assessed "according
to ite true value in money"; whioh means, at a price for

which such a property would sell for cash if voluntarily






offered for sale by the owner thereof, and not at
the price which might be realized if such a property
were sold at forced sale. The owner of personal
property is compelled to file "a full and correct de=-
acription -- fixing what he deems to be a true and
actual value of each item"” and must also swear that,
"gince the first day of the assessment year I have
not directly or indirectly converted or exchanged

any of my property, temporarily for the purpose of
evading the assessment thereof for taxes, into non-
taxable property or securities of any kind." 1In the
case of corporations, the same standard of recal value
was set and similar devices ordered.

It was provided that even after the reports of the
assessing officers had run the gauntlet of review and
appeal, the resulting valuation was not necessérily to
become legal. There was to be formal approval by the
General Assembly and a revision of the tax rates, state
and local, "under rules to be laid down by the General
\s8embly."

Thus it is sesn what the general situation was up

to and immediately after the passage of the Revaluation

Act in 1919. Undoubtedly the plan of organization of the







machinery seemed to be on correct principles. The
officers guiding the policy are chosen by the people
and the ministerial officers are appointed by this
selected body and are removable by it. It may be

said power and responsibility are properly united

and centralized. An attempt was made to eliminate
politics by declaring the ministerial offices "none
political and non-partisan" and by specifying that
undue political activity was to be proper cause for
removal. Pearson stated in his review of the act

and tax reform in general that; "It is a state system.
Only the largest local unit -- the county --is recog-
nized, and this is recognized for administrative pure
poses only. But probably no more practicable way
could be found for bringing the view point of the di-
verse localities into conjunction with that of experts,
and the danger is certainly vastly less than under the
old system. As regards the standard of valuation,
market price is probably the nearest practical approach
to real value, which is the standard set by the state
constitution, certainly it is nearer than the o0ld twen=
ty or thirty or fifty per cent.” One must not be un-

mindful of the appar#ent defects of the reform.







Before proceeding to a discussion of the reforms
in the outline program which were offered as end-
ments to the constitution in the 1920 Generel /‘sceme
bly it may be well to place an estimate on the reforus
to date.
Perheps it would not be amiss to sing only the
praises and reserve for our conclusions the criticiems.
In addrescing the General ..ssembly of 1920 Gove
ernor T. ¥. Bickett otated: "The General .issembly, at
the regular session of 1919, consocrated itself to the
task of devising a moachinery act that would find all the
property in the determine its true valu€sseses
this high purpose has been accomplished witn remarkable
completeness and precision. For the first time in cur
history tax values are true luecs. For the first time
the citizens and the stranger within the gates may go
to the tax books and find & fairly accurate inventory of
the property of the state, and a fairly accurate appraise=-
nent of its velue. In the new machinery act the people
were for the first time seriously asked to tell the truth,
and they have responded to this appeal in noble fasghion.
From cvery quarier of thc stete word has come that the

people are happy to get away from the old system of cone






cealments and evasions, and to let the exact truth
egbout their property stand forth. No such augusti
array of witnesses has ever been assembled as ape
peared in the high inquest that has just been com-
pleied. For in the diligent ard devout search for
the ultinate facts every property owner in the state
was put upon the stand and solemnly sworn to tell the
truth, the whole truth, and nothing but the truth.

The findings follow the testimony. The values fixed
are the crystallization of the sworn evidence of all

the people.

"Taking the State as a whole, 75 per cent of the
agsessments were nade at substantially the values sworn
to by the ownexrs of the property; 20 per cent were sub-
stantially increased, and 5 per cent were deecreascd.

"The law gives to every property owner the right to
appeal from the judgment of the county woard to the
State Tax Commission. The local authorities approxis
mated true values so closely that not one person in a
thousand appealed from their judgment. This is a record
without parallel in the history of judicial tribunals.
The real grievance voiced by a few people is not against
the failure of the act, but is against its success. The

complaint is not that we miss the

ark, but that we hit it.






"The high objective of the act is to equalize
the burdens ©f taxation and to wipe out discrimina-
tions. 4And just in proportion as true values have
appeared on the tax boolks, errors and inequalities
have vanished. True values are always equal values;
but neither wisdom nor virtue, nor principalitiecs
nor powers, nor length nor breadth, nor height nor
depth, nor things present nor things to come, nor
any other creature can equalize a kettle of liesl

1
Truth is the only door that opens on equalityt.

l. Bickett: Public letters and Fapers.l923.
Page 53.

Governor Bickett presented in his discussion
several typical illustrations of what had been done
throughout the State up until August 1920. Among
these are the following:

"l. In one of our county-seats there live upon
the pame street a lawyer and a widow. The lawyer owns
a valuable piece of property in a desirable portion of
the town, and this, under the old system, was asscssed

at$5$,850. The widow had $10,000 that she had received







from life insuranee policies on hér husband. This
money was loaned on real cstate mortpgages which were
ligted at their par value of $10,000, Under the
Revaluation Act the property of the lavimer was wvalued
at $15,000, and ho can get this amount of money for it
any morning before breakfast. Under the old law the
widow, in proportion to her real vorth, was paying four
times as much taxes as the lawyer. Under the new law
this wickedness is wiped out, and both the lawyer and
the widow are paying accomding to what they are really
worth.

"The remllt is that the lawyer is cursing the
Revaluation Act and swearing that he is going %o repeal
it, while the widow is praising God and the General
Assembly of 1919 for its enactments.”

"2. In one of our Piedmont counties the experis
of the Tax Commission examined two cotton mills. They
found that one mill was on the tax books at 17 per cent
of its real value, while the other mill was on the books
at 65 per cent of its real value.

"Under the Revaluation Act this vicious inequality
disappears. Both mills are placed on the books at their

true value, and this year the 1%7-per-cent mill will pay






a great deal more taxes than it has heretofore paid,
while the 65-per-cent mill will pay a great deal less."

"3. In a certain county, and in the same neigh-
borhood, there lived two farmers, one on a twelve=~acre
and the other on a fifty-acre farm. Under the old law
the twelve~acre farm was assessed at $600 and the fifty-
acre farm likewise at $600. Now when these farmers re-
ceived their questionnaires the twelve~acre farmer
swore that his land was worth $650. The fifty-acre far-
mer swore that his land was worth $4,000.

"Under the Revaluation ict the two honest citizens,
when they had an opportunity to do so, corrected a rank
injustice."

"4, In aznother oounty a man had a son and a daughter.
In his will he stated that he desired to give them and
equal amount of property. He had a farm which, in his
will, he said was worth $10,000, and it is worth it. It
will bring that amount on the market any morning. Hc gave

this farm to his son, and then he gave to his daughter

10,000 in money. iWwhen the sheriff came around he collect-

ed from the daughter five times as much in taxes as kex
hxaihzx, he did from the son. The daughter naturally

complained about it, and asked the sheriff why she should







have to ray five times as much taxes as her brotker,
whon their father had given them, as stated idhis will,
exactly the same zmount of property. The sheriff ex-
plained to her that the land was asscssed at only $2,000,
though he admitted that it was worth $10,000, while the
money was ass@ssed at $10,000, and thet he (the sheriff)
had no power to change it.

"The Revaluation Act does change it. It carries
out the will of the dead father and makes the son and
daughter equal before the law.

"Inequalities like those just cited (and there are
tens of thousands of them in the State) have been tolera=
ted because they were not known. .4ll that was necessary
to kill them was to uncover them, and the Revaluation Act
is exposing them in all their ugly nakedness. «#ho wants
to throw over these inequelities the mantle of an old

machinery act that always went blind when the true value

of property appeared? The Revaluation Act is a searchlight.

Who wants to hide?"

It seems best to quote Governor Bickett at length
because of his broad and yet just treatment of the sube
jects In 1920 the Revaluation Act had gained momentum

and was getting results. His discussion brings out the







maoin points vwhich are praiseviorthy. Regarding hid

treasures in the State Governor Bickett credited the
act with having overcome to a iarge degroec e bad siSua-
tion. 1In addressing the General .ssembly he said:

"The beloved and leiuented John Chatrles liclieill,
in one of his juiciest poems, writes:

" *T knowed a' ol' 'ooman wut scrubbed en hoed,

En never didn!' go nowhar,
n when she died de people kknowved
Dat she had supp'n hid 'bout daz.'"

"For come time there has been a growing suspicion
that many men when the tax listers cawme around ‘had supp'n
hid 'bout der.' One of the chief objectives of the new
law was to uncover these hid treasurcs. There is no
claim that in this respec¢t the machinery of the act has
functioned with perfect efficiency. What piece of chin-
ery, mechanical of governmental, ever did perfect work
the first time it was tried? For two years the lright
brothers tested their flying machine on Kill Devil Hill
in this State. Compared with present performances it was
crude work, but none the less it was a miracle, for they
left the ground -- they actuelly did fly, and the mighty
airships of the present day are the logical development
of their earliest endeavors.

"And so, while the machinery of the Revaluation ict







has not at its first trial uncovered all the »roperty
that has heretofore been kept off the tax books,what

it has done in this respect constitutes a miraculous

book of revelations."

There arec many illustrations of the effects of
the new law of which the following are typical.

I. In Pecklenburg Caunty the total valuation of
personal property in 1919 was fifteen million dollars;
in 1920 it was %30,445,605 == an increase of fifteen
million dollars.

2. In Guilford County the total valuation of pere
sonal property in 1919 was twelve million dollars; in
1920 it was twentyenine millions -~ an increase of
seventeen million dollars.

3. In Torsyth County the total valuation of the
personal property in 1919 was twenty-two millions of
dollars; in 1920 it was sixty-seven millions -- an
increcase of forty-five millions. In this county a
single corporation in 1920 listed personal property
to the amount of forty-seven millions. 1In 1919 all
the property listed in Forsyth County =- real, pere-
sonal, individual, and corporate -- asounted to forty

millions. It will be seen that in 1920 a single cor=-






poration listed seven nillions of dollars more in
personal property than the whole county, including
this corporation, listed last year.

4. The total personal property listed in the
State in 1919 was four hundred and twenty-six mil-
lion dollars; the total in 1920 was eight hundred and
thirteen millions -=- an increase of three hundred and
eighty=seven millions.

5. The Revaluation Act also found and put on the
tax books a large amount of solvent credits not listed
before. The solvent credits listed for taxation in
1919 were increased in 1920 one hundred and twenty-three
millions.

6+ The incomes listed for taxation in 1920 were
twenty million dollars greater than in 1919,

7. The machinery of the act also found and put on
the tax books 1,034,790 acres of land not taxed befoxe.
The average value per acre of land on the books in 1920
was $40 per acre. This made a vast area of No Han's
Land worth forty million dollars. Since the average
county in Horth Carolina contains 279,000 acres of land

it will be seen that the Revaluation Act found and placed

on the tax books of the State four counties of average size.






8. The total value of all real estate listed for
tasxation in 1919 amountcd to five hundred and six mile
-lions of dollars; The totel value in 1920 was one bile

lion nine hundrcd and cighty~one million dollaxs.

9. The total value of all corporate propervy listed

in 1920 was thrce hundred ond seventy-thrce millions of
dollars greater than in 1919.

10. The wvalue of the cotton milis listed in 1919
was fifty-eight million dollars; in 1920, two hundred
and five million.

11. The value of furniture and woodworking plants
listed in 1219 vias eight millions of dollars; in 1920,
tventy«four millions.

12. The value of publiceservice couipanics listed
in 1919 was one hundred and thirty~cight millions of
dollars; in 1920, three hundred and fifteen millions.

The total value of all property of every kind
listed in the Fear 1920 was $5,139,000,000 being an
increase over 1919 of $2,040,000,000. The total value
of pecrsonal property in 1920 was $81%,000,000. The
inerease in the value of public utilities in 1920 Over
1919 wae $17%7,000,000.

These figures demonstrate more than simply that







the Revaluation .ct works. They show that even in 1920
North Carolina was per capita the very richest state

in the South. At the Leginning of 1921 this state had
the lowest tax rate of any state in the american Union.
Its present statue will be discussed later.

Taken as & whole, tax values throughout the :tate
were conservative valuee. The average value placecd on
land was only 440 per acre. In 1919 this land produced
crops "greater in value per acre than any other lands
in the United states, according to Gevernment reports.”

It is not necessary to dwell at this time upon
the above discussion which tends throughout to bring
out the real £aeisz accomplishments of tie Revaluation

ct. It was not intended to cure all the tax evils to
whicii the humnen race is heir. The nations of the earth
have always had their tax problens and a thousand years
from today the legislative bodies of this country will
ve exerting all their energies of mind and soul and
body to devise a tax system that will provide "adequate
revenue to wmaintain a decent civilization and at the
same time convince their constitucnts that the legisla-
tors are not a band of higlwayumen bent on confiscating

all the property of the peonle.”







It should be borne in mind that the Revaluation
ct was designed to do three things:

l. To make the tax books of North Carolina speak
the truth,

2. To wipe out discriminations and inequelities
between different classes of people and proper-
ty, and

3. To find and place on the tax books property
that had cscaped taxation in the past.

The record shows that even in 1920 the firat two
objects had been attained with remarkable accuracy and
completeness. It is the claim of the administrators
that the third object has been attained almost to &

point of perfection.

The Revaluation Act which it has seemed best to
discuss at some length served as a basis for many re-
forms in North Carolina. It has been shown to what ex-
tent it changed the dpolicies of the Htate as to finances
and it should be noted that the general attitude of the
people underwvent a change, as well, of great importance.

The spirit of progress got into their bones and to date







there has been no letup. This is shown by the great-
ly ircreased interest in education which has made it
possible for the passion for higher learning that
burns in the breast of the remotest mountaineer to be
satisfied. Agricultural and technical schools, not to
mention all others, have been highly developed. North
Carolina is now spending approximately 34,000,000 a
year on negro education. That the spirit for eéevelop-
ment continues is further shown by the wonderful way

in which she has met her farming problem through in-
tensified agriculture and d¥versification of crops.

Her most widely known accomplishment is her develop-
nment of a highway system which is closely linked with
the tax system since it is through license taxes that
the system is maintained and its future exwvansion pro=-
vided for.

The General Asserbly of 1921 adopted a new State
tax systems There is no levy on real estate or per=
sonal property for State purposes under this systen.
This form of taxation is left with the counties. The
operating revenue of the State comes principally from
incomes, while interest charges on road bonds, and funds

for the maintenance of highways, are derived from a tax






on automobiles and gasoline. This tax is expected to

yield $7,000,000 during the fiscal year ending June 30,
1924. Prior to the ensctment of the present law, the
State received a share of the ad valorwa tax levied by
the counties, whieh was 47 2/3 cents on the $100 assessed
valuation. Of this, 11 2/3 cents was for administrative
purposes, four cents for pensions, and thirty-two cents
for schools. Today, however, no tax whatever is levied
by the 3State on the land of the farmer or any one else.
North Carolina has tackled its problems and is
solving them in its own way and at comparatively little
cost when measured by the good that has been accomplished.
The State contributes more to the Federal Government
than it spends on itself, ranking as the igiiig state
in 1923 in the amount of Federal taxes it paid. It was
exceeded only by Illinois, !lichigan, New York, and Penn-
gylvania. During the past fiscal year it yielded
$140,000,000. This year, in the opinion of the Bollector
of Internal Revenue, the total will be #160,000,000.
fost of this revenue comes from tobacco corncerns; but
¥Yorth Caroline pays a larger income tax than any other
Southern State except Texas.

Thug it is seen in a general way what the situation







today is. The qucstion is too big to daéscuss in much
detail. There are too many side issues to include them
ell in a paper of this ture. aterial is not available
in printed form to enable one to make a complete treate
ment of several phafes of North Carolin's tax systenm.

It will be, theorefore, the plan of the remainder of this
discussion to treat first, the actual laws; second,the
revenues from these; third, the debts of the State which
are in any wviay burdens upon the people; fourth, criti-
cisms of the State tax system; fifth, conclusiobs arrived

at from reading and actual observation.

The laws of MNorth Carolina provide a State Board
of E.ualizetion composed of the commissioner of revonue,
the chairman of the corporeatio: commission, and the
attorney general, who are ex officio members of and
constitute the boaxrd. It should be noted that up urltil
1921 the equalization board was identical in persornel
with the tax commission. The powers and duties of
the board are to hear and determine appeals from

valuation of prownerty by assessing officers in the






several counties. The powers of thc board granted
by the law are wide.
Inheritence uvax.

The public laws of liorth Cerolina for 19235 proe-
vide an inheritemnce tax which tokes in all real and
personel property of "whatever kind and naturc, ine
cluding stocks and bondc of foreign and domestic core
porations held or deposited either witiin or without
the Gtate, which shall pass by will or by the intese-
tate laws of this suate from any person who may die
seized or possessed of the same while a resident of
this state, whether thc person or persons dying seized
thercof be domiciled within or out of the state {or
if thc decedent was not a resident of this state av
the time of his death, such property or any part thereof
within this state), or any interest therein or incosie
therefrom which shall be transferred by deed, graut,
cale, or gift, made within threec ycars of the dezth of
the grantor, bar _i or, donor, oY &a85ignor: ....." It
is provided that/éich prorerty transferred exceed three
per cent of the value of tiie estaive of the grantor,var-

gainor, dornor,or assiginor the person or persons bencs

fitting by such a transfer shall ve subject o a tax for






the benefit of the State with the provisé that the
"property so conveyed, gRanted, sold,given or transe
ferred shall not be in the possession of and owned by
an innocent purchaser for value at the time of the
death of the grantor, bargainor,donor, or assignor."
Inheritors arec divided into three classes ace
cording to the nearness of relationship to a decedent.
The rate of tax increases rapidly as the degree of
relationship diminishes. For example, inheritors of
the first class pay a rate of 1 per cent for the first
$25,000 above exemption, while those of the second class
pay 3 per cent and those of the third class 5 per cent.
Of course there are certain exemptions and deductions
provided for. All advancements and gifts egual to and
in excess of three per cent of the decedent's estate at
the time such advancements or gifts were made, and made
within three years of the decedent's death, shall be
subject to the inheritance tex as prescribed in the law
as of the date of the death of the decedent. Bonds and
shares of stock in any incorporated company incorporated
in North Carolina are taxed on their transfer regardless
of the company's activities inside the State or out pro-

vided only such transfers meet certain qualifications






which it is not necessary to discuss. Companies in=
corporated in other states are liable to tax on bonds
or shares of stock of any decedent holder transferred
on its books. There are no other outstanding features
which make this law of particular interest in our dis-
cussion,

License Taxes,.

These are important taxes in the tax system of
Forth Carolina and they do not relieve any persons or
corporations from the payment of taxes under the law
Just discussed. Licenses are issued for twelve months,
They are levied for State purposes and are collected
in each county with some exceptions. Some of the taxes
are graduated with reference to the pogulation of the
city or town in which the license privilege is exercised.
As an example of this it is found that a theatre or
opera house in a town of less than 5000 and more than
3,000 is taxed seventy=five dollars per annum. In a
town of more than 15,000 the tax is three hundred dole
lars per annum., License taxes cover a great variety of
businesses including moving pictures, attorneys, real

estate agents, real estate auction sales, dealers in

second=hand clothing, ship brokers, feather renovators,






nedlars,fortune=tellers, general agents, hotels,gift

enterprises, newspaper contests, automobiles for hire,

building and loan associations, insurance companies,

laundries, garages, emigrant agents and plumbers.

Investigation precedes the issuance of licenses.
Privilege Taxes.

The taxes embraced under this head are listed and
paid for the privilege of carrying on business. If a
corporation, there is a tax for the continuance of its
corporate rights and privileges given under its charge,
"if incorporated in this State or by reason of any act
of domestication, if incorporated in another state,and
shall be subject to other regulations"provided under
licenses taxes on manufacturing, selling, or leasing
moving-picture films.

The privilege tax on railroads is based upon the
value calculated by the Commissioner of Revenue who
estimates the total value of the rail road's property,
tangible and intangible,in this State. The tax which
every railroad pays for the privilege of carrying on
intrastate commerce within this Stase shall be one~tenth
off one per cent of the value so ascertained by the

Commissioner of Revenue.







Other privilege taxes cover chair and sleeping cars,
expreps combanies, telegraph and telephone companies,
and the franchise tax on corporations, domestic and
foreign. This last tax, on foreign corporations, has
recently been a matter of much discussion.

The law requires domestic corporations to file
detailed reports of their mmkeup including the amount
of capital stock authorized, the par value of each share,
the amount of stocks subscribed, the amount issued and
outstanding, and the amount of capital stock paid up.
The Commissioner "shall enter for collection a fee of
one tenth of one per cent upon its subscribed or issued
and outstanding capital stock, which fee shall not be
less than ten dollars in any case." The basis of cal-
culation when the capital stock issued and outstanding
by any company is laes than one half of the assessed
value for taxation for the year in which the report is
nade af all property of a company is the "measure of the
extent to which the corporate franchise of any such core-
poration is being used and the amount of franchise tax
to be paid by any such corporation shall be calculated
with reference to the sum of one half of the total ass

sesged value of all the property of such corporation in







this State."

Foreign corporations doing business in this otate
and owning or using a part or all of its capital or
plant, and subject to compliance with all other proe
visions of law, are required to meke a regort in write
ing annually to the Commnissioner of -Revenue in such
form as the Commissioner may prescribe.

The rate of taxation placed upon suci: companies
for the privilege of exercising their franchises in
this C4ate is "a fee of one-temthh of one per cent upon
the proportion of the subscribed or issued and outstand-
ing capital stock of the @orporation represented by
property ovined and uscd and business transacted in this
State as found by him, which fee shall not be less than
ten dollars in any case.” Of course there are certain
- companies exempt from taxation under this law because
taxcd elsewhere. Fenalties are provided for failure of
corporations to report in the form of cash fines, etc..

Income Tax.

The present income tax law of North Czarolina is
known as "The Income Tax iAct of One Thousand line Hune
dred and Twenty=-three."

The general purpose of this act is to impose a tax,







?for the use of the State Govermment,upon the net 43
income for the calendar year one thousand nine hune
dred and twenty-thrce, in excess of exemptions herein
gset out, collectable in the year one thousand nine
hundred and twenty-four and annually thereafter.®

The law conforms to the definitions and regulae
tions of the Federal Government and applies to every
citizen of the State, every domestic corporation, and

foreign

to every/corporation. and to every nonresident indie
vidual having a business or agency in this State, "in
proportion to the net ircome of such business or agen-
cy." The tax imposed upon the net income of corpora-
tions under this law are in addition to the tax imposed
under the privilege tax law already discussed.

The tax on individuals up to twenty-five hundred
dollars above the lagal cxemption is at the rate of
one per cent. On the excess above this and up to five
thousand dollars the rate is one and one-half per cent.
Over five thousand and up to secven thousand five hundred
dollars the rate is twe per cent. From this amount up
to ten thousand dollars it is two and one~half per cent,
and the excesp above ten thousand dollars is taxed at the

rate of three per cent.







Every domestic corporetion is required to pay
annually an inrcome tai;z equivalent to three per cent

of the net income as defined hy the law, rcceived vy
such corporation during the income yeer. Every foreign
cornortior doing business in this Stote is regquired

to ey annually an income tax equivalent to three per
cent of its entire net income to be determined accord-
ing to such proportion of its entire net income as the
fair cash value of its rcal estate and tengible perconal
property in this State on the date of the close of the
fiscal year of such company in the income year is to the
fair cash value of itgs entire rezl estate and tangible
personal property then owned by it, with no deduction

on account of cncusbrarces thereon. The law further pro-
vides that "In case of a corporation deriving profits
principally from the holding or sale of intangible proper-
ty, such nronortion as itls gross receipts in this 3tate
for the year ending on the date of the close cf its fice
cal year next preceding is to its gross receipts for
such year within and without the Etate."

satisfactory basis husp been viorked out for ascer-

taining the net income of railroads and publiceservice

corporations on whici: the tax for such is levied. 4 slight-






ly different basis is taken for businesses partly
within and partly without the State. Heavy penal-

tico are provided for failure to make correct returns
within the time limit given and the tax is looked upon
as a pergsonal debt on the persons liable. The adminise
tration and engorcement of the tax is the responsibility
of the Commissioner of Revenue.

No city,town, township, or county may levy any tax
on income, or inheritance tax.

‘otor Vehicles.

The licenso fees for motor vehicles and the tax on
motor fuel are of particular importance as will be seen
later since the funds so collet¢sed are kept by the state
treasurer in a separate fund known as the "State Highe
woy Fund," and all moneys directed to be paid out of
this fund are paid by the State treasurer upon woucher
issued by the State Highway Commission. The license
fees on motor cars are not excessive but compare very
favorably with the average of such fees in othersstates.
The fee on gasoline is at the rate of one cent per gal-

lon. 7Yt is the same on any other liquid known as “Motor

vehicle fuel.®







Complete reports of the Commissioner of Revenue
arec not available since 1921. The report of 1921
serves well enough to show what the inoomes from the
various taxes are.

In 1920 the inheritance tax law brought into the
State treasury slightly over six hundred thousand dol-
lars. The estimate of the Horth Carolina Budget Com-
nission pdaces the income froii this source for 18235
at nigre hundred thousand dollars.

The state tax in 1920 brought in by licenses and
privilegee totaled slightly ower three hundred and
thirty-four thousand dollars. The budget commission
estimated the 1923 income at four hundred and fifty
thousand.

The income tax law yielded the State in 1920 a
total of approximately one-~half millioxn. Based on what
wiue known to have come in the estimated incowme tax for
1925 was three million seven hundred thousend dollaxs.
A great increase is noted here under the new Income Tax
Act of 1923.

In 1922 thc automobile license fees and the three
cents gasoline tax brought into the State's Treasury

four and one quarter millions of dollars which went






toward the maintenance of six thousand miles of raads;
t0 pay interest on bonds; to pay all overhead expenses
of the hightay system; and to provide oneehalf of the
sinking fund set aside by the State each year. In 1923
the automobile license fecs and the three-cents gasoline
tax brought into the state Treasury approxinately
87,000,000, an amnount now amply sufficient to maintain
the State Higaway sSystem, to pay interest on the bonded
indebtedness for highway construction, and to retire all
gerial bonds in 1less than forty years.

The total of general taxes including a property
tax inll920 was $7,062,693., The estimate of the Budget
Comunittee for 1923 was 8,000,562, This is slightly
less than the estimate of the Treasurer. The total ine
come estimated for 19024 is expected to be not less than
10 per cent greater than in 1925 making a total of ape

proximately $9,000,000.

The total bonded indcbtedness of the state of North
Carolina on December 31,1922 was §62,184,198. Of this
amount $19,631,598 was the debt of the General Fund;

37,552,600 was the debt of the Highway Department:






5,000,000 was for public school building bonds inter=
est for which was to come from special funds. The total
of special féinds at that time was $483,766. The income
derived from railroad stock for 1922 was $248,012,

The Saate debt lays no direct burden on property.

The bonded debt of the State Gevernment to date is

68,937,600 or an average of $25.65 per inhabitant. This

is of no particular signifigance since the State debt
lays no direct burden on property. The total bonded debt
of the State and all subdivisions of the Siate for every
purpose whatsoever at the present time is around 240 mile
lion dollars or an average debt of $90 per inhabitant.
Included in this amount of course is the tax levied by
the counties as well as that levied by the to.ns and
cities upon property within them. The bonded indebted-
ness of counties is made up of bonds issued for the erece-
tion of schools that come under the jurisdiction of the
county board of education,bond issues for the construction
of county roads and bridges, court houses, county honmes,
jails and other purposes, railroads in a few counties,
and the funding debt. Special drainage and other district
bonds are also classed as county debt.

The cities and towns closely parallel the counties in






the purposes for which bonds have been issued. The
great bulk of the city and town debt has been incurred
for the construction of public improvements which rep-
resent long-time investments in permanent developments.

The debt of the Statc Government must be thought
of separately from the local debt because the local
"debt, unlike the State debt, is borne exclusively by
taxes on property listed for taxation within the issuing
governnnuental unit. The State dcbt may be divided into
two clasces, roads and other. The road debt is carvied
exclusively by license taxes on motor cars and the three=
cent gasoline tax, and other .tatc bonded dcbt is car-
ried by the General State Fund derived from taxes on in-
comes, inheritances, corporations, licenses, and earne
inge of the state departments.

The bulk of the 2tate government‘gcbt has been ine
curred since 1921. It is distributed as follows:
highways $34,552,600 or 50.2 per cent;schools,chaxritable
and eleemosynary :nstitutions,and school building loan
fund to counties 4,012,500 or 34.9 per cent; funding
debt »480,000 or 12.2 per cent; and public buildings
and ipprovements 1,892,500 or 2.7 per cent.

It chould be noted that slightly more than half of







the State debt is for highway construction and it is
important to remember that the entire burden of carry-
ing this debt falls on owners of motor cars. That

part of the bonded debt which is paid out of the general
fund of the State governmental receipts amounts to mabe
than 34 million dollars and the cost of carrying this
burden falls aliost exclusively on urban people and
urban irdustries. Unless a farmer pays an irncome tax he
contributes nothing directly to the general state treasu-
ry fund. The only State tax paid by farmers for all
practical purposes is thec dhotor car license and gasoline
tax.

The outstanding bonded debt of the State govern-
ment at the present time amounts to 2.6 per cent of the
aggregate of property listed for taxation in the State.
It amounts to only 1.5 per cent of the value of the prin-
cipal forms of wealth as estimated by the Federal Govern-
ment., /hen all State bonds that have been authorized by
the legislature have beecn sold the State debt will be

95,000,000, or 3.5 per cent of the aggregate of proper-
ty now listed for taxation, and just 2 per cent of the
true value of the State's wealth as estimated by the

federal government.







One county has on her tax books almost twice as
much property as the &tate debt will total when all
authorized bonds have been sold.

It is worthy of mention that the average interest
ratc on the entire State debt is 4.5 per cent. No North
Carolina bond issuc has sold for more than 5 nor less
than 4 per cent.

It has already been stated that the present bonded
debt of the S&tte and 211 subdivisions of the State is
approximately 240, million dollers.

The total bonded debt amounts to about 7.7 per cent
of the aggregate of property listed for taxation, and
to 4.4, per cent of the estimated truec value of the prine
cipal forms of wealth of the State. Putting it orn another
basis it amounts to {375 per inhabi tant.

The cost of carrying the present debt of =40 million
dollars, for both interest and sinking fund payuwents,
amounts to about {5.36 per inhabitant per year, or to

25.72 per family per year. The cost of carrying that
portion of the debt which fzlls on property awmounts to
+3.82 per inhabitant per year.

The present total boxded debt of the State and all

its subdivisions is only 54 wper cent larger than the







aggregate of property listed fer taxation in one sin-
gle county in the State, and it about equal the real
wealth of this same county.

veventy per cent of the present bonded debt is
supporied by direct levies on property, while 30 per
cent of it is supported by license taxes and taxes on
incones, inheritances, corporations, and earnings of
the state departments.

Thhis discussion deals primarily with the tox syse
tem of llorth Carolina but it would be impossible to
appreciate the facts of the State tax system without
having some knowledge of the actual burden copried by
the people for all purposes, RBeually important is it
to know what North Caroline has to tax in order that
the sources of revenue may be judged and compared with
those af other states.

The federal liepariment of Commerce has just ree
leased a swnmary sheet which shows the assessed valuation
of property and the tax levies on property for the va-
rious states, for the years 1922 and 1912. As shovn by
this shect the tex burden in North Carolina is unbelieva~
bly light in comparison with other states. The study

concerns all property listed for taxation, and total levy






against such property for every pursose tsoever,
state, county, town, school district, drainage district,
road district, and other civil divisions having power

to tax.

The assessed value of all property in North Carolie-
na in 1922 was 2,521,115,000, which was 2.02 of the
total assessed value of all property in the United States.
The total property tax paid for all purposes in Iorth
Carolina in 192Z amounted to 1.68 per cent of the tcoctal
property tax paid in all the states. In other words,
North Carolina hes 2 per cent of all the taxable propere
ty in the United States but peys only 1 per cent of the
total nproperty tax paid in the United States.

The acsessed value of &h& property in the United
Statec in 1922 was $1,146.16 rer inhabitant. The assess-
ed value of all property in Norih Caroline was $9952.46
per inhsbitant. The total tax paid on property averaged

52, per inhabitant for the United States, while the
average for North Carolina was only $13.98. The taxable
vealth of Forth Carolina per inhabitant is almost as
grcat as the average for the United States, yet the prop-
erty pox paid per inhabitent is only 43 per cent of the

average for all the states.






The property tax in twenty states average more
than forty dollars per i itant. In only four states,
all of which are southern, was the property tax per
inhabitant smaller than in North Carolina. These are
South rolina, Georgia, Ar sas, and ilab . all of
vhich have large negro ratios and a much smaller
amount of taxable wealth per inhebitwnt. The propers
ty tax per inhabitant, in proportion to the ¢ le
wealth per inhabitant, is lighter in North Carolina
than in any other state in the Union. 1In 1922 the
rate was less than two dollars in only nine states,
mainly southern, while the average rate for all the
states was {§2.81, or nearly twice the rate for North
Carolina which was $1.47.

The general situation in ¥orth Carolina has been
shown. It mey not be amiss to briefly consider the
cost of govermment in North Carolina.

It costs $9.58 per inhabitant to run the State
government in,1922. The total cost included 8,500,000
spent on highways and scnools which money came from
bond sales and was not a proper charge against the cost
of operating the State for that year. Bven with expen-

ditures from bond sales included, state government cost






more per inhebitent in thirtyetwo statec t in North
Carolina. Rcvenue receipts exclusive of bond sales,
totaled $13,164,248 or $4.97 per inhsbitant. This rep-
resented the actual cost per inhebitent to run the ene
tire statc government in1922. This includes automoe
bile, license, and gas taxes, and earnings of the state

depart ts.

The Highway System.

The moment Xorth Carelina is mentioned in eny
southern state the fect that a great progrem of highe
way construction is being carried out there comes to
1ind. As has been stated the income of the Highway
Fund in 1923 was four and one quarter millions of dol-
lars and will total approximately seven million dole
lexrs at the end of this fiscal year. This great syse
tem is being financed by bonds for which a sinking
fund has been established totaling 500,000 each year.

mainten of these state roads, the
payment of interest on 211 road bonds, and the retire-
ment of the serial road bonds falling due each year dpe
guaranteed by funds received by the state from liccnse

taxes on automobiles and from a three cents tax on gasBe







line. On January 1, 1924, there were registered in
North Cgrolina 230,000 passenger automobiles and
23,000 trucks. The automobile license fees and the three
cents gasoline tax brought into the State Treasury, as
has already been shovwn, approximately §7,000,000 du~
ring the year 1923, an amouni now awmply sufficient to
maintain the State llighway sSystem, to pay interest on
the bonded indebtiedness for highway construction,and
%0 retire all cerial bonds in less than forty years.
In 1919 when the State Highway Commission was
formed, there were in lorth Carolina 210 wmiles of ime
proved roads. At the end of 1923 the state had come
pleted 1232 additional miles of its improved roads and
had under construction 1,425 miles to be completed in
1924. 1In the year 1923 it completed 1,044 miles of
road at a cost of $21,840,000. Of this mileage, 544
miles were of the paved type and 500 miles were of the
progressive types using gravel, top soil or sand clay
as temporary surfacing material. Projectis under cone
struction, but not completed in 1923, consist of 1,622
miles of road of which 761 miles are of hard surface
pevenent and 861 miles are of progressive road types.

The contract prices on uncompleted roads amount to






28,918,000. It is expected that the total of addie
tional contracts for 1924 will provide for approxie
antely 500 miles of paveuwent and 300 miles of proe
grecsive road types estimeted 1o cest around $18,-
000,000.
It secug best at this point to introducc a per=

sonial interview witk /. W. M. Zverett, Secretery of

tate, of llortn Carolina, given in July 1923. Secree
tary fiverett stated: "We have done whai we said we
could end have set up a sinking fund of five hundred
thousand dol.iars and we $till have one and oue=guarter
million dollars which will cnable us to build in the
gaps where we get Federal and countdy aid,; or we can
add to the sinicing fund and pay interest or ncw dcbts.
Ve know we can continuc the programa and we know that
no tex will be levied on properiy to keep up thig proe
gran. PBach year $300 per mile of voad is set agide for
naintenance whether used or not." r. BEverott slated
furtiiier tnat the State syetem contains nine didiricts
laid out along a doefinite plar. Thc bond morey is de

distributed to certain construction districts just as

Iederal aid is disitributed to states. That is, one-third

based on population, one-third based on area, and one=







third based on mileage of state highway in a district.
hon the 65 millions are spent the roads in general
will be intra-state roads, not roads laid out along
the trunkeline idea. sfter all the money provided is
cpent 1000 miles of road will be Zacking to complete
the job planned. He said, 1000 miles of the original
map have not been touched except by the maintenance

fund. There is still another job. Fifty or sixty
counties are not connected by the most direct routes.

It was promised that every county secat would be connected
with every other one. This will take another 1000 miles
and when completed the State System will consist of

7000 miles of roads. Not a dollar of bond money has

been spent for office forces or engineering. uLvery cent
has gone into construction. urthermore, we have got
sbroad the idea that it is fair to tax the rich coun=
ties for the poor. ltore than half of the counties have

paid out more than was returned to them.

No tax system yet devised by man has ever becn
perfect. DMNorth Caroline’s system ic no exception.

This state has taken the chance and pioneered in bold






reform. The pecille of the state demanded reforp.
They got it. Up until the present they eecemed to be
pleased with it. They have been demanding the best
of permanent improvements, the best of educationsal
facilities, and really the best of everything. They
are getting these end the more they get the more they
want. rogress, unlimited progress, is the cry of
the day. Herein lies ithe damger in Rorth Caroline.

Taerc is sone sentitent developing for e cone
stitutional amendment limiting the amount of State
indebtedness. This is bringing people to the rcalis
zation that future expenditures nust be carefully de.
Everyone practically fcols satisfied witi: whai he has
regeived for his money. This condition may chunge if
the spirit of progress as represerted by material ime
provements is not dampened somevhat.

Therec arc those who do rot think"all is gold that
glitters” aﬂﬁfﬁﬁ£%¥ihch of liorth Carolin&‘'e "boou" is
superficial. The voices of these rmust be listened to.
Their words must be weighed for there is the possivility
that zmong the crew there may be one who prepores for a
stormy sea while the water is ©till calm and the going

is good.







it the present time there is much discussion of
llorth rolina'’s tax syctew becausc of cone unsatise
facltory conditiong but principally because of the ap-
proeching privary clection for Governor. Ifuck of this
discussioh started as the result of a heated debate
betweci: Governor Cawreio orrigon and A. J. lacmell,
ficcal cxpert of the State, ae to what the status of the
tate's finances were on lecewber 31, 1922. Governor
orricon claired for the ostate a surplus of approxie-
nately $5,000,000. . lizxwiell elaimed a deficite of
this amount existed. t corsiderable expense to the
State auditors of national reputation were sccured to
draw up a balance shecet of the ztate's affairs. The
report of the auditors did not setilc the dispute by
any imeans. The balence sheet shows that the State's
obligstions on liecember 31, 1922 exceecded itc resources
on the same cate making a deficite of »477,124.75.
Under obligations against the gereral fuiid there was
included by the auditors a note of 710,000 icsued by
the es:tra session of the legislature of 19<1 to care
for an accumulated deficit in the special school fuiids
oi the 8tate when the method of finencing the public

schools was changed. It seems not to have been interided







by the legislature tilat tlie note siz:ould be charged
araiiist the general fund, butl the auditors so treated
it If this note is rnot iiicluded, tie Ltate o Lecemver

1l 5 U=

plus of recourccg8 over obligations amounting %o $202,805.25.

This statement of tiie gucitors, like any similar
statement of the condition of any corporation, can be
iiiterpreted from two diffierent points of view, which
agair go vack to two different policies as to uow a
state sliould be fi ced, namely the paye-as-you-go
policy and the accrual policy. It is importanit, in
Judging Hiorth Carolina's tax policies and fipancial
condition, to keep clearly in mind these two difforent
policies. To discuse the reclative advantages of tiiese
policiecs would be a subject of itself.

The latest information regarding the deficit
appeared during .pril 1924 when the secretary of tie
State, W. li. Zverctt, "one of the stauichest suprorters

of ihe adpinistration, tells newspaver uen that a defi-

cit of three willion dollars will be found in the treasu-

ry at the close of the current calendar year."
The newapaper waking this staterlent says "notliing

laxriell deficit, but as

further will be 9aid about the







of deficit of milliono is an expensivo and troublee

o
is J. W.
for govornor. & .
OIICE, )

thatv there is all menner of personal sropsriy c:chlted
frop taxation as illustrated for instaiice by +100,000,000

of etock in foreign corporations. our-fifths of the







taxes on such personal nroperty heretoforc assessed
now falis on the land holders, hs oaid.

The State has t over ton much of the taxable
sources and has thereby placed too great a burden on
the home and farm owners for it is the taxes from these
two sources that pay for the support of the county,
city administration, schools and roads {other than
highways), 'r. Bailey asserted. The State should give
bacit some of its recvenue or clse relinqaish some of itss
sour'ces of taxation vo the counties. It would not be
agking too muckh, tlie speaker claiumed, for ithe Siate to
give »500,000 for the ifree schools and sov rclieve the
land to that extent. This could be done without utaking
any funds from any State institution, he explained, by
placing taxes on foreign corporatvions.

Other funds could be obtained by increcsing the
taxes on the franchise of railroads, an inecrease in the
inheritarce taxes, and the establischrient of an cfficient
and thorough going edministration of the Ctate's revenue
system, he pointed out.

It must be borne in wind that Ifr. LBailey is the
man viko is out and wanto to be in. It must also be borne

in mipd that the question of the exemption of stoek in







forcigi coryporations is a two-sided questiown.

Te le U. ‘kcvlean, cacndidate for govermor, in
a specch at the University of Horth Cixrolina recently
told his hearers that there are some defects zid ince
cuelities in the administration of the tax laws as ap=
pliod to laiid end persomnal pro erty. For example,sornc
lancs are valuca too Bigh foy taxation; for ancther
exanple, a coisiderable amount of land and personal
proverty is not upon the tax books; for another, local
taxes levied for the six months school ter: are not
generally uniform in the various counties, and taxes
upor: land and personal rroperty are too liigh in secme
of the counties, he seid.

Vith these defects eliminated, which undoubtedly
can and will be done by the llemociratic avthoritiec,
stated Ir. lclean, the tax system will be without
serious objection.

Agein it must be borne in mind that it is a cane
didate for governor who is speaking.

sore signifigant criticism and discuseoion of tie
former
tax situation is that of/Senator Larl +. Huabkrey, of
eyne, the author of the Revaluatios -ct of 1919. Le

cane to the legislature nearly six years ggo withl but






one piece of legislation i ind. He introduced the
first revaluatior bill ¥e having carefully surveyed
the revision of the tax syctem prior to any movement
in official quarters. Higs bill was introduced esoon
efter Governor Bickett's 1919 meesage to the law
mekere but it was never passed as he wrote it.

"I kave regretted many timee eince," he says
now in the first public statement he has made since
the law was put on the books,"that I did not raise
rore hell at the time."

It musct be borne in mind even in this case that
Tr. Humphrey did not get his bill across in just the
form he wished and that furthermore he is the third
poseibility for the T'emocratic nomination for governor.

fter asserting that the Revaluation Bill "was
never enacted into law as originaelly drafted and introe
duced in the legislature,” Senator Humphrey says that
the act a8 finally adopted "hecasnie more of a burden
than 2 relief or a permanent source of revenue.
fle offers four proposels:

1. That the Statc segregate solvent credits from
real estate and tangible progecrty and levy a
tax of 50 cents flat on the hundred dellars

valuation. Such a law recently adopted in







4.

« “ermit the texpayer tc deduct his indebtedress

from the assesscd value of land | real estate.
To rcquire the paynent of & tax on liezbilities
is "unfair, unjust and unscientific" and dise
courages lowme ownership.
Reotore the individusl, oy poll, tax end raise
tiac rate to U5 or even {10 per capita. The
autior of the original rcveluation bill says
this is (he fairest tex there ig if levied
upon a2 sufficiecnt nuriaer of persons,of both
sexes." lic estinmates it would yield from
35,000,000 to 510,000,002 annually
in revenue if rigidly enforced.
teduce the personal prouerty exemption fron
$300 to §100. "From close obscrvation end
experience," Senator liwaphrey saysc, "I am cone
vinced there is no nownd reason why, during
this pexiod of excessive tax rates,there
swould be an exemption g0 high. I believe more

than 85 per cent of the taxpayers of the state







now tutake

advantege of this exerpiion.”

le would have the poll tax start at 18 so that

the young men and young woaczn after studying the

gcience of govermment would naturally fell interesteus

ly into the problems of citizenship.

“land in hand with eny constructive program the

legislature should provide a datory ,flexible system

of practical and efficient county goverament for the

successful administration of the revenue and tax system.

Get rid of the antiquated form of a beard of county

(e]0)

issioners.

"There is no salvatioxn from any of:.the many human

probleme without real thinking and juat now a little

real thinking ray produce some intelligent action. In

no other way can we secure tne blessings which belong

to us under a democratic form of government.

Therec is so

auch that might be concidered under

the subjecet of this thesis it is hard not to

delve into phases of it which would lengthen the dice-

cusgsion too much.

It must not be overlooked that

liorth Capmoline is not approached by any State in the

South in the per capita production &@f nev wecal th,and

in 1922 only seven states of the Union stood abeove







hat has 21l this to do with taxation? This

guestion is eenily answered and it is obvious that

many things go together to meke up a state and a good

tax systcm is ratherg reflection @md e result than a







picture or o forccast.

the General Assembly for 1923 stated: "At lact ilioxth
Carolina is establishing her Stete institutions of
charities =nd corrections, higher learning snd tcche
nical training, on a basie of & CY o hich is to
say, Yorth Carolina is at last minded to basec her fue
ture on the intelligonce,the skill, and the charecter
of her people. It ip these elone that can meke a
ctate grecat. Thc stecadfast belief of Zorth Carolins
in herself is far more important than the applause of

listening rmultidudes in other states.

Tt io difficult to draw definite coreclusions
from the situation in North Carolina. todey. The Yorth
Carolina taxpryer gets more for hic money than doecs
the texpayer in any other state,and cspecially is this
truec of the man who pays only a property tax. Governe

lina.

The question of whether the iitate should operate
on the cash or on the eaccruzl basis is a question of
public policy, altogether apart fror en anclysis of the

facts whiclhh it has been the intent of this discussion







to present. The question of the proper basis for

financial operation, however, should not be confusecd
with the qeustion of the soundness of the State's
fin&ncial condition on the basis which it has adopted.
It is very important that these issues should be kept
separate in the public mind.

The fact that the tax burden per unit tsxzed, re=-
gardiess of what that may be, has increased very rapide
ly ian liorth Carolina must not be accepted at face value
without consideration of the previous situation when
tasies vere levied far below wvhat rnight be termed fair
rates., The Revaluation /Act went far toward rendering
the previous situation and listing the taxable resgources
of the Jtate on a fair basis.

It is not neccssary to discuss the road progranm.

It is approved oy the sovereign neople. The benefits
are universally recognized.

The State Constitution should be amended limiting
the power of the State to contract indebtedness. liowewew,
it is not the volume of the debt that is of serious cone
cern, but the purposes for which bonds are issued, and
the terms on which they are soléd. The most economic

way to secure desirable permanent improvements is through






the salc of bonda at fair interest charges,and the

retirement of tlle bonds distributed over the period

2

of usefulress of the iuprove te If improwed roads,

strecto, school buildings and the like, &rc wanted
there is no other way to get them, for to attempt to
erect permancnt improvements or tlie pay«as=y oRego
basis Would not only reduce the investment capital
but would put into force a tax burden that would ve
unbezrable.

The tax probleax in llorth Carolina is not the
burden of t tion, but the unequal distribution of
the tax burden borne by property. Therefore, thc
problem is E&X® really one of county and municipal
taxation. Thousands of people pay more than tiheir
just sharc of taxes,while additionsl thousands fail
to shere their just part of tnc cost of goverlment.
These are matters for local autlhiorities to handle
and to adjust and they can be setiled pgroyerly only
if the people are willing to adjust Then.

n somc counties the tax rate on property is
higher periaps than it ougat to be but there is no
county i the state in which the total tax on proper-

ty comes even near approaching the average rate for







211l the states of the Union. The highest rate in
North Carolira was »2.10 in Currituck County,while
the average for the United States was $2.81 per
#100 of assessed value.

Treating this ag9 a problen consideration nust
be given to the fact that even then property is taxed
at 2 lower average rate in North Cerolina than in
any otvher gstate. Yet there ere many states doing less
for its citizens and chorging more for the lcsser
gservice they give.

erhaps, if one or two particular conclusions
are to be drawn, the dhicf weaknese lies in the poli=-
cy of ceparation of the sources of revenue which nay
reoult in a strong tendency toward the expansion of
expenditures to a point in excess of revenues. wWhether
this condition actuelly exists now or not cannot bve
sbttled at the time of writing because of the ueated
discussion in the State and the fact that the infor-
mation is not available.

The strongest feature of lorth rolina's tax
syatem which points toward success for it is the great

responsibility and authority which are placed in the

Corpozation

oranigsion. The practically umlimited powers



















Bibliography.
ranson, . C.: County Governuent and County ,ffairs
in Rorth Carolina.
Charlotte Observer -- Editorial --April 27, 1924.
verett, W. N. == Personal Interview -- July 1923.
Greensboro Daily iewsS == lditorial --iay 8, 1924.
-« News Item --Iiarch 25,1924.
=« lMewg Item --.pril 30,1924.
Jligh Point Enterprise =--liewe Item --jiarch 17,1923.
=-- lNews Item--liarch 19,19x4.
-=-liews Item --llarch £4,1924.
-~llews Item--April 15,1924.
=~liditorial--/pril 19z4.
==licws Iteme-liny 1,1924.
-=liewvs Item --!larch 18,1924.
-=liews Item --llarch 19,1924,
--Editorial-~iay 2,1924.

International Tax Association:State and Local Taxation.
1910.

Johns Hopkins University: Studies in Historical and
rolitical Science. 1900,

orrison,Governor Cameron: ‘iessage to the General
sassembly of North Carolina.
January 9, 1923.







Mational Tax /ssociction: Bulletin, ITecember 1920.

December 1923.

Horth Carolina University: News Letter

January z4, 1923.
.agust 1,1929.
)eptember 19,19=z3.
October 10,1923,
January 30,1944,
February 20,19<4.
Tebruary 27,19«4,

arch 5,1924.
pril 9, 1924.
pril 30,1924.

North Carolina Budget Commission: Report and Recommen-
dations to the General
Assembly, 1923,

North Carolina Gereral .ssembly: Bonds for lermanent
Imnprovezents and pPro=-
priations for ‘azintenance
of the State's stitutions.

florth Carolina Genreral “ssembly: Revenus and liachinery fActs
1923.

North Carolina =- suditorx: ..nnual Report, 19zl.

North Cerolina --Cormissioner of Revenue:Report, 1921.
North Carolina ~=- The Tax Laws.l9<1.

North Carolina -- state Tax Commission:Report, 1920.
Raper: lorth Caroling, a Study in English Colonial

Government.







Richardson,.l.: North Carolina's Recent Irogress.

In American Review of Reviews,
ecember 1923.

U. S. Comnissioner of Corporations: Report,1915.art.6.
Taxation of Corporations

Blakemore and Bancroft: Inberitance Taxes.
Pearson,C. C.: The Present Status of Tax Reform in
liorth Carolina.
In South .tlantic (uarterly,vol.l3,1919.
aper,C.L.: North Carolina's Taxation Problem and Its
Solution.
In Soutn atlantic (uarterly,vol. 14,1915.
Raper,C.L.: Our Taxation Froblem.

In South aAtlantic fuarterly,vol.l2,1Y13.



















MX 000 098 &c20

DATE DUE

CAYLORD

PRINYEOINU §. A

= - BOUND BY
4 CHAS.W.PRUFER
¥ INEST Wop,
3y HONES WORK
& HONEST PRICES

STAUNTON,

§ VIRGINIA





