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“ALLOCABLE RECEIPTS”

—NEW NAME

Consider New York City’s excige
tax on gross receipts, which became
due on June 15. It is levied on all
busines_;s and professions carried on
in New York City, at the seemingly
nominal rate of one- tenth of one per
cent of gross receipts. Both in prin-
ciple and effect it is one of the most
vicigus of all taxea.

Sales {axes are condemned by all
sound economists hecause they in-
crease price and thus reduce pur-
chasing power. and.hence production.
But sales taxes are generally paid
only once, by the ultimate consumer.
On the other hand, a tax on gross
receipts, or furnover tsax, is cumu-
lative, as it falls on every point in
the productive process.

In our highly developed society
many indusiries co-operdate in the
production of the various goods and
services wihich we demand. A tax
on the gross receipts of each of these
indusiries, even at & low rate, re-
sults in a3 very appreciable increase
iri the cost to the ultimate consumer.

For example, the pencil with which
I write contains graphite, wood, met-
dl, paint and rubber. Each of these
‘materials, or their components, pass-
es through several processes, each of
them -carried on by different process-
ors, before coming fo the pencil mdn-
. ufdcturer,
ness units, in turn, may bhe depend-
ent on a host of other business
houses for ma.terla,ls, supplies, and
servwes, such . as mach.mery, deliv-
ery equlpment statlonery, fuel, pro-
fessional services, etc. Every link in
the ehain of: prqductmn must include

| the'tazé in its costs, and pass it on.

And each of thése busi-.

In fdrmer yeéars the iax in gues-
tion was levied only on receipts de-
rived from sales within the State of
New York. BSales in interstate com-
merce were deemed exempt under
the Fedefal constifuticn. Thls vedr
the city is attempting to dpply the
tax to receipts from salés shipped
outside the State. Receipts from
sales in intérstate commercé aré in-
geniously called “allociblé receipts,”
and a portion of such receipts, ar-
rived at by meéans of a complicated
calculation, are declared subject 1o
the tax. And 50, in addltmn to its
othér defects, this levy iy dnother
sign of the tendemcy towadrds thé
breakdown of that internal free-trade
which once played so great a part in
the development of the Uhited Stdtes,

There aré those who maintain that
every form of tax has its adhererits
~—those who benefit by it. Many per-
sons claim that this and similar tax-
es, cailing for comiplicated caleula-
tions and techmnical kndwledge, are
beneficial to lawyers, accountants
(I am one), and tax experis, whose
services théreby become neécessary.
But such professiondl advisers dare la-
borers in the economic sense. Their
wages also come from. production.
And the more such téxés interfere
with production, the 16ss cdn the tdx
experts obtain for their efforts..

Who then are the beneﬁcxanes of
such taxes? The answer will readily
suggest itself .t every redder df The
Freemian from the fact that the tdx
under discussion specxﬁcally exempts
receipts derived from the sa.lq cf real
estate and from. rents
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