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Populism and the Income Tax
The rise of the Populist movement led to increased demand for eliminating the protective tariff imposed by the Republican Party, and its partial replacement with an income tax. The Populist Party elected more than a dozen members of Congress in 1892 and 1894, focused mainly in the South and West, but the third party's hopes for electoral success faded as many of its principles were incorporated into the Democratic Party and populist-leaning figures such as William Jennings Bryan attained national stature in the Democratic Party.
Omaha Platform of the “People's Party” 

 (later the Populist Party) July 4, 1892

We declare, therefore—

First.—That the union of the labor forces of the United States this day consummated shall be permanent and perpetual; may its spirit enter into all hearts for the salvation of the Republic and the uplifting of mankind.

Second.—Wealth belongs to him who creates it, and every dollar taken from industry without an equivalent is robbery. “If any will not work, neither shall he eat.” The interests of rural and civic labor are the same; their enemies are identical.

Third.—We believe that the time has come when the railroad corporations will either own the people or the people must own the railroads, and should the government enter upon the work of owning and managing all railroads, we should favor an amendment to the Constitution by which all persons engaged in the government service shall be placed under a civil-service regulation of the most rigid character, so as to prevent the increase of the power of the national administration by the use of such additional government employes.

FINANCE.—We demand a national currency, safe, sound, and flexible, issued by the general government only, a full legal tender for all debts, public and private, and that without the use of banking corporations, a just, equitable, and efficient means of distribution direct to the people, at a tax not to exceed 2 per cent. per annum, to be provided as set forth in the sub-treasury plan of the Farmers' Alliance, or a better system; also by payments in discharge of its obligations for public improvements.

1. We demand free and unlimited coinage of silver and gold at the present legal ratio of l6 to 1.

2. We demand that the amount of circulating medium be speedily increased to not less than $50 per capita.

3. We demand a graduated income tax.

4. We believe that the money of the country should be kept as much as possible in the hands of the people, and hence we demand that all State and national revenues shall be limited to the necessary expenses of the government, economically and honestly administered.

5. We demand that postal savings banks be established by the government for the safe deposit of the earnings of the people and to facilitate exchange.

TRANSPORTATION—Transportation being a means of exchange and a public necessity, the government should own and operate the railroads in the interest of the people. The telegraph, telephone, like the post-office system, being a necessity for the transmission of news, should be owned and operated by the government in the interest of the people.

LAND.—The land, including all the natural sources of wealth, is the heritage of the people, and should not be monopolized for speculative purposes, and alien ownership of land should be prohibited. All land now held by railroads and other corporations in excess of their actual needs, and all lands now owned by aliens should be reclaimed by the government and held for actual settlers only.

Remarks of William “Bourke” Cockran against the income tax of 1894
William “Bourke” Cockran was an Irish immigrant and Democratic congressman who was probably the best public speaker of his day, possibly the best of all time. A classical liberal, Cockran opposed the income tax and supported the gold standard against the increasing Populist influences of his party. Cockran's speech against the 1894 income tax proposal (which Congress passed anyway, but which was later declared unconstitutional by the U.S. Supreme Court) embraced the Jeffersonian model of paying for all of the expenses of the federal government with a low tariff for revenue. Cockran became independently wealthy through his law practice, and represented a district in New York City off-and-on for 30 years. He has been cited as the model on which Winston Churchill – later the British Prime Minister – modeled his public speaking. The words below are from his January 31, 1894 speech on the floor of the House of Representatives against the income tax amendment.
...we are now commanded by a caucus of Democratic members of this body to incorporate in the tariff bill a provision imposing a direct tax on 85,000 persons out of a population of over 65,000,000. The Democratic Party has never approved such as system of taxation, but has always opposed it. The Populist Party, apparently animated by a spirit of hostility to all wealth which is not possessed by its members, declared in favor of a tax on the incomes...

[Supporters of the income tax] combine in the statement that an inquiry into the whole scope of a man's business is no more inquisitorial than the search of a trunk at the custom-house or the detention of a barrel of whisky in a bonded warehouse.... How does the detention of whisky in bond operate as an inquisition? Is it suspected that when the doors of the warehouse are closed the customs officer will constitute himself an inquisition and proceed with an inquiry into the quality of the liquid that is committed to his care? [Laughter]...What is inquisitorial in holding a package? How can sane men stand in this great legislative body and state that an examination of a trunk containing clothes is as oppressive as an inquiry in which the citizen may be asked “what is your business?” “How large are your profits?” “What is the extent of your capital?”...

I will venture to quote Adam Smith to the gentleman from Missouri [sponsor of the income tax amendment], who appears to have read it to so little purpose: 

“Every tax, however, is to the person who pays it a badge not of slavery but of liberty.”

He who is relieved of taxation, who is exempt from his share in one single burden of government, forfeits to that extent the grounds upon which his right to control the government is based.... I oppose it because any attempt to discriminate in the imposition of public burdens will inevitably result in a difference of rights and privileges under law. In the whole history of the world, property has been always been able to take care of itself. All that labor and poverty can ever hope to attain and preserve is equality before the law. Upon that principle of equality, this government is built.... The right to equality in control of the government is based on equality of burdens. If the burdens be made unequal, there is no longer any moral ground for insisting the control should be equal....

I heard one gentleman … declare this morning that the rich had too much representation. I do not know in what particular department of government he considers their representation to be excessive. The statement was a little vague as to whether the gentleman thought the rich had now too much representation and should be specially taxed in order to equalize matters, or whether he thought they should be given additional representation somewhere if they submitted cheerfully to this special burden....

Sir, I oppose this bill, not in the interests of the rich, but in the interests of the poor. I oppose this bill because I will not consent by any act of mine to place the humblest or the poorest of my fellow citizens on a political plane one shade lower than that occupied by the richest and the proudest. I oppose this bill because its inevitable effect will be to impair the right of all people to equality in control of the government by establishing an inequality in the support of the government....

Because I oppose her an attempt to disturb the equality of all citizens before the law, I am denounced as an agent of the “money power.”...

If the time should ever come when, in order to secure the enjoyment of property to its owners, it will be necessary to treat prosperity as a crime and to punish the rich by an abuse of the power of taxation, then the safety of this Republic will be endangered, its prosperity will be shattered, its glory will be dimmed, and its days will be numbered.... But, it is said, this is a very small tax, nobody ought to object to it. So far as the extent of the burden imposed by it is concerned, I concede that it is a small tax, but the principle involved in it is just as vicious though the rate be 2 per cent as if it were 20 percent. The first violation of fundamental principles in free government is never the last. The history of class legislation is the history of progressive oppression or of violent reaction....Does any sane man believe that Democratic institutions could live under such as system, that a government entirely supported by a class would not ultimately be controlled by a class?...

I am not in the least alarmed for the rich. I think this legislation will ultimately be injurious to them, because it will disturb the equality of all men before the law, which is after all their best protection, and which is the protection and stimulus of every man who hopes to be rich....

In our opposition to this legislation we stand with Thomas Jefferson, who was opposed to internal-revenue taxation.... If you cast us out of the party you must cast out with us the men whose words have been accepted as the final interpretation of party doctrine by the people of this country....

I would be glad to see every gauger and every internal-revenue collector in this country turned out of office and sent back to the ranks of citizenship. I have always believed this government should be supported by a tariff levied for revenue only. I oppose this income tax because it is not imposed for the protection of all the people but for the oppression of a part of the people....

Sir, I protest against this betrayal of our ancient principles. I protest against this treason to our faith, to our platform, to our traditions, to our heroes. I protest against partial laws, whether they be intended to favor the few or the many. I demand for all men the same equality before the law which they enjoy in the sight of God. In the name of that one God whom we all worship; in the name of that one party which the majority here supports I demand now, as I have always demanded, one citizenship, one country, one law, one Democratic faith, one common plane of equality for all people, without distinction of wealth, of birth, of race, or of creed.

William Jennings Bryan speech in favor of income tax 
34-year-old Democratic Congressman William Jennings Bryan made his first mark on the nation with this speech, and later became the Democratic Party's nominee for president in 1896, 1900 and 1908. Though never President, Bryan became the voice of the national Democratic Party for nearly a generation and was known as one of the greatest orators in America. He stood on opposite sides of nearly every issue with his fellow Democrat Bourke Cockran: Bryan was a prohibitionist on alcohol, Cockran opposed prohibition; Bryan wanted free coinage of silver and an end to the gold standard, Cockran supported the gold standard; Bryan supported civil service reform, Cockran opposed it; and Bryan supported the income tax while Cockran opposed it. The words below are from his January 30, 1894 speech on the floor of the House of Representatives against the income tax amendment.
Mr. Chairman, if this were a mere contest in oratory, no one would be presumptuous enough to dispute the prize with the distinguished gentlemen from New York [Mr. Cockran]; but clad in the armor of a righteous cause I dare oppose myself to the shafts of his genius, believing that “pebbles of truth” will be more effective than the “javelin of error,” even when hurled by the giant of the Philistines. [Applause.] What is this bill which has brought forth the vehement attack to which we have just listened? It is a bill reported by the Committee of Ways and Means as the complement of the tariff bill. It, together with the tariff measure already considered, provides the necessary revenue for the support of the Government. The point of attack is the income tax, individual and corporation (which is expected to raise about $30,000,000), and to what I will devote the few minutes which are allowed for closing the debate.... 

Some are given the right of eminent domain, while others, such as street-car companies, are given the right to use the streets of the city — a franchise which increases in value with each passing year. Corporations occupy the time and attention of our Federal courts and enjoy the protection of the Federal Government, and as they do not ordinarily pay taxes the committee felt justified in proposing a light tax upon them. 

Some gentlemen have accused the committee of showing hostility to corporations. But, Mr. Chairman, we are not hostile to corporations; we simply believe that these creatures of the law, these fictitious persons, have no higher or dearer right than persons of flesh and blood upon whom God created and placed upon his footstool! [Applause.] The bill also imposes a tax of 2 per cent upon individual incomes in excess of $4,000. We have proposed the maximum of exemption and the minimum of rate. The principal is not new in this country. For nearly 10 years during and after the war, an income tax was levied, varying from 2½ to 10 per cent, while the exemption range from $600 to $2,000....

If I were consulting my own preference I would rather have a graduated tax, and I believe that such a tax could be defended not only upon principle, but upon grounds of public policy as well; but I gladly accept this bill as offering a more equitable plan for making up the deficit in our revenues than any other each has been proposed. The details of the bill will be discussed to-morrow under the five-minute rule, and any necessary changes can be made. 

The committee presents the bill after careful consideration, but will cheerfully accept any changes which the wisdom of the House may suggest. The bill not only exempt from taxation, but from annoyances as well, every person whose income is below $3,500. This is an important feature of the bill. In order to guard against fraud the bill provides that every person having an income more than $3,500 shall make a return under oath, but no taxes collected a less than net income exceeds $4,000. The bill also provides severe penalties to restrain the tax-collector from disclosing any information gained from the returns made by citizens....

 Because the wealth of the country is to a large extent, centered in certain cities and States does not make a bill sectional which imposes a tax in proportion to wealth. If New York and Massachusetts pay more tax under this law than other States, it will be because they have more taxable incomes within their borders. And why he should not those sections pay most which enjoy most?...

I read the other day in the New York World — and I gladly join in ascribing praise to that great daily for courageous fight upon this subject in behalf of the common people — a description of the home of the richest woman in the United States. She owns property estimated at $60,000,000, and enjoys an income which can scarcely be less than $3,000,000, yet she lives at a cheap boarding-house, and only spend the few hundred dollars a year. That woman, under your indirect system of taxation, does not pay as much toward the support of the Federal Government, as a laboring man whose income of $500 is spent upon his family. 

Why, sir, the gentlemen from New York [Mr. Cockran] said that the poor are opposed to this tax because they do not want to be deprived of participation in it, and that taxation instead of being a sign of servitude is a badge of freedom. If taxation is a badge of freedom, let me assure my friend that the poor people of this country are covered all over with the insignia of freemen....

But they say that the income tax invites perjury; that the man who has a large income will swear falsely, and thus avoid the payment of the tax; and, indeed, the gentleman from Massachusetts [Mr. WALKER] admitted that his district was full of such people, and he said that our districts were, too. I suppose these constituents whom he accuses of perjury are expected to pat him on the back when he goes home and brag about the complement he paid them. [Laughter and applause.] 

If there is a man in my district whose veracity is not worth 2 cents on the dollar, who will perjure himself to avoid the payment of a just tax imposed by law, I am going to wait until he pleads guilty before I make that charge against them. [Laughter and applause.] 

They say that we must be careful and not invite perjury. Why, sirs, this Government has too much important business on hand to spend its time trying to bolster up the morality of men who cannot be trusted to swear to their incomes. And let me suggest that gentlemen who come to this House and tell us that their districts are full of such persons are treading upon dangerous ground. If a man will hold up his hand to Heaven and perjure his soul to avoid a 2 per cent tax due to his Government, how can you trust such a man when he goes into court and testifies in a case in which he has a personal interest?...
The gentlemen who are so fearful of socialism when the poor are exempted from an income tax view with indifference those methods of taxation which give the rich a substantial exemption. They weep more because fifteen millions are to be collected from the incomes of the rich than they do at the collection of three hundred millions upon the goods which the poor consume. And when an attempt is made to equalize these burdens, not fully, but partially only, the people of the South and West are called anarchists....

Is it unfair or unjust that the burden of taxation shall be equalized between these two classes? Who is it most needs a navy? Is it the farmer who plods along behind the plow upon his farm, or is it the man whose property is situated in some great seaport where it could be reached by an enemy's guns? Who demands a standing army? Is it the poor man as he goes about his work, or is it the capitalist who wants that army to supplement the local government in protecting his property when he enters into a contest with his employees? For whom are the great expenses of the Federal Government incurred? Why, sir, when we ask that this small pittance shall be contributed to the expenses of the Federal Government, we are asking less than is just rather than more....

If “some of our best people” prefer to leave the country rather than pay a tax of 2 per cent, God pity the worst. [Laughter.] 

If we have people who value free government so little that they prefer to live under monarchical institutions, even without an income tax, rather than live under the stars and stripes and pay a 2 per cent tax, we can better afford to lose them and their fortunes than risk the contaminating influence of their presence. [Applause.] 
Pollock v. Farmers Loan and Trust Co.
The U.S. Constitution's taxation clauses require that indirect taxes be “uniform” (Article I, Section 8) throughout the United States – i.e., that they have the same rate in every state – and that direct taxes be “apportioned among the states” according to representation (Article I, Section 2). The difference between the two classes of taxation has always been controversial. When Gouvernor Morris asked what the difference was during the 1787 constitutional convention was, no one replied. But in general, an indirect tax has been described as a tax on a conditional event, such as importation of a good or sale of a good. Meanwhile, a direct tax is an unavoidable tax because it is levied directly on a person or his property. The question then becomes: is an income tax – a tax on the money people make in a year – direct or indirect? The Supreme Court decided in Pollock v. Farmers Loan and Trust Co. that an income tax on wages was indirect but a tax on stock dividend income was direct. The court then declared the entire law unconstitutional, because it was an unapportioned tax, and no American had to pay an income tax until the 16th amendment (which legalized an unapportioned income tax) was ratified in 1913.
...The Constitution provides that representatives and direct taxes shall be apportioned among the several States according to numbers, and that no direct tax shall be laid except according to the enumeration provided for, and also that all duties, imposts, and excises shall be uniform throughout the United States.

The men who framed and adopted that instrument had just emerged from the struggle for independence whose rallying cry had been that "taxation and representation go together."

The mother country had taught the colonists, in the contests waged to establish that taxes could not be imposed by the sovereign except as they were granted by the representatives of the realm, that self-taxation constituted the main security against oppression.... The principle was that the consent of those who were expected to pay it was essential to the validity of any tax....

I could not say less in view of questions of such gravity that go down to the very foundation of the government. If the provisions of the Constitution can be set aside by an act of Congress, where is the course of usurpation to end? The present assault upon capital is but the beginning. It will be but the stepping stone to others, larger and more sweeping, till our political contests will become a war of the poor against the rich; a war constantly growing in intensity and bitterness.

"If the court sanctions the power of discriminating taxation, and nullifies the uniformity mandate of the Constitution," as said by one who has been all his life a student of our institutions, "it will mark the hour when the sure decadence of our present government will commence." If the purely arbitrary limitation of $4,000 in the present law can be sustained, none having less than that amount of income being assessed or taxed for the support of the government, the limitation of future Congresses may be fixed at a much larger sum, at five or ten or twenty thousand dollars, parties possessing an income of that amount alone being bound to bear the burdens of government; or the limitation may be designated at such an amount as a board of "walking delegates" may deem necessary. There is no safety in allowing the limitation to be adjusted except in strict compliance with the mandates of the Constitution which require its taxation, if imposed by direct taxes, to be apportioned among the States according to their representation, and if imposed by indirect taxes, to be uniform in operation and, so far as practicable, in proportion to their property, equal upon all citizens. Unless the rule of the Constitution governs, a majority may fix the limitation at such rate as will not include any of their own number.

I am of opinion that the whole law of 1894 should be declared void and without any binding force -- that part which relates to the tax on the rents, profits or income from real estate, that is, so much as constitutes part of the direct tax, because not imposed by the rule of apportionment according to the representation of the States, as prescribed by the Constitution -- and that part which imposes a tax upon the bonds and securities of the several States, and upon the bonds and securities of their municipal bodies, and upon the salaries of judges of the courts of the United States as being beyond the power of Congress, and that part which lays duties, imposts and excises as void in not providing for the uniformity required by the Constitution in such cases.

Reflection

1. Many opponents of the populist movement and the political party denounce it as “socialist.” If socialism is government ownership of industry and property, in what sense could the “People's Party” platform be considered socialistic?

2. What does Bourke Cockran mean by arguing that the income tax is “inquisitorial”? How does he contrast the violation of privacy in the income tax with the tariff and excise tax on liquor? Why do you think people in Congress laughed when he talked about an “inquiry” between the customs officer and the bonded whisky?

3. What is Bourke Cockran's primary objection to the income tax?

4. How does William Jennings Bryan sarcastically reply to Cockran's claim that a tax is a badge of freedom on the poor?

5. How does Bryan use an example to argue that some poor people pay more taxes than a few of the richest Americans under the tariff system?

6. Cockran argues that the 2 percent income tax on the rich would only be the beginning, and that the tax would quickly be raised much higher if it was passed, adding “The first violation of fundamental principles in free government is never the last.” Was he right? Why or why not?

7. Why does the Supreme Court declare the income tax unconstitutional (use a quote)? In your view, is an income tax a direct tax or an indirect tax? Explain your answer (or no credit).

8. During the 2012 presidential election, Republican nominee Mitt Romney argued that 47 percent of Americans paid no federal income tax and would not likely vote for him because, he implied, those people were dependent upon government handouts. Is Romney's argument more like Cockran's or Bryan's arguments? Why?

9. In your opinion, who should pay taxes: Everyone, or just those who are wealthy enough to pay taxes comfortably? If the former, how do you justify taking money from the poor who need all their money to buy food and shelter? If the latter, how can you justify giving the poor a vote if taxation and representation go together?

10. In 1894, the federal government spent less than $10 per person ($800 in current dollars). By 2013, the federal government was spending more than $12,000 per person, largely paid for with income taxation. Many Republicans today argue that Cockran was right in his statement that “If the time should ever come when, in order to secure the enjoyment of property to its owners, it will be necessary to treat prosperity as a crime and to punish the rich by an abuse of the power of taxation, then the safety of this Republic will be endangered, its prosperity will be shattered, its glory will be dimmed, and its days will be numbered.” Others, like President Obama, would likely agree that Bryan was right. Obama said recently that it's only fair that the rich “pay a little more” in income taxes. Who, in your view is right? Why?

