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Committee

Proposal

No. Page

48: Cont’d.

Mar. 29, considered, amended, passed by committee
ofthewhole ..............c.viiuininon .. 1973-1976
Mar. 29, reported by committee of the whole with 1
amendment; amendment concurred in; referred
to style and drafting .......................... 1987
(Note: The entire content stricken.)

49. A proposal with reference to the borrowing of
money by public corporations and bodies. Amends
article VIII by adding a section.

For text as offered and reasons ............ 852
As referred to style and drafting ............ 852
As reported by style and drafting ........... 2659
As rereferred to style and drafting .......... 2659
Jan. 81, reported by finance and taxation; referred
to committee of the whole .................... 723
Feb. 7, read first time; considered, passed by com-
mittee of the whole ........................... 852
Feb. 7, reported by committee of the whole without
amendment ; referred to style and drafting ...... 863
Apr. 18, reported by style and drafting (Report
64) ; placed on order of second reading ........ 2406
Apr. 19, read second time; passed; rereferred to
style and drafting ............. ... .. ... .. ... 2659

50. A proposal to require the legislature to provide
sufficient taxes to meet the state’s expenses cover-
ing the substance of section 2, article X of the 1908
constitution.

For text as offered and reasons ............ 853
As referred to style and drafting ............ 853
As reported by style and drafting ........... 2660
As rereferred to style and drafting .......... 2660
Jan. 31, reported by finance and taxation; referred
to committee of the whole .................... 724
Feb. 7, read first time; considered, passed by com-
mittee of the whole ........................... 853
Feb. 7, reported by committee of the whole without
amendment ; referred to style and drafting ..... 863
Mar. 5, reported by style and drafting (Report 29) ;
placed on order of second reading .............. 1430
Apr. 19, read second time; passed; rereferred to
style and drafting ............................ 2660

51. A proposal setting up the uniform rule of taxation
for providing for equalization a maximum limit for
assessments, prohibiting a graduated income tax,
and covering the subject matter of sections 3, 4, 7
and 8 of article X of the 1908 constitution.

For text as offered and reasons ............ 853
For minority reports and reasons ............. 854
As referred to style and drafting ............ 909
As reported by style and drafting ........... 2641
As rereferred to style and drafting .......... 2657
Jan. 31, reported by finance and taxation; referred
to committee of the whole .................... 724

Feb. 7, read first time; considered, amended by
committee of the whole
Feb. 8, considered, passed by committee of the
whole
Feb. 8, reported by committee of the whole with 2
amendments ; amendments concurred in; referred
to style and drafting
Apr. 18, reported by style and drafting (Report

.............. 853-863, 866-881
...................................... 882-906

906-909

65) ; placed on order of second reading ........ 2406
Apr. 19, read second time; amended, passed; re-

referred to style and drafting .............. 2641-2657
52. A proposal with reference to the taxation of certain
utilities, covering the material in article X, section

5 of the 1908 constitution.

For text as offered and reasons ............ 910

As referred to style and drafting ............ 920

As reported by style and drafting ........... 2660

As rereferred to style and drafting .......... 2690
Jan. 81, reported by finance and taxation; referred

to committee of the whole .................... 724
Feb. 8, read first time; considered, amended, passed

by committee of the whole .................... 910-911
Feb. 8, reported by committee of the whole with 1
~amendment; amendment concurred in; referred

tostyleand drafting .......................... 920
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Committee
Proposal

No.

Page

52: Cont'd.

53.

65.

Apr. 13, reported by style and drafting (Report
66) ; placed on order of second reading .........
Apr. 19, read second time; amended, not passed 2660-2666
Apr. 23, vote on passage reconsidered; passed as
amended ; rereferred to style and drafting ...2686-2690

A proposal to require that every tax law shall dis-
tinctly describe the tax, covering article X, section 6
of the present constitution.

For text as offered and reasons ............ 911
As referred to style and drafting ............ 911
As reported by style and drafting ........... 2666
As rereferred to style and drafting .......... 2666
Jan. 31, reported by finance and taxation; referred
to committee of the whole .................... 724
Feb. 8, read first time; considered, passed by com-
mittee of the whole .......................... 11-912
Feb. 8, reported by committee of the whole without
amendment ; referred to style and drafting ...... 920
Mar. 12, reported by style and drafting (Report
33) ; placed on order of second reading ........ 1568

Apr. 19, read second time; passed; rereferred to
style and drafting .......................... 2666-2667

A proposal that the power of taxation shall never
be surrendered, suspended, or contracted away, cov-
ering the material in article X, section 9 of the
present constitution.

For text as offered and reasons ............ 912
As referred to style and drafting ............ 912
As reported by style and drafting ........... 2667
As rereferred to style and drafting .......... 2667
Jan. 31, reported by finance and taxation; referred
to committee of the whole .................... 724
Feb. 8, read first time; considered, passed by com-
mittee of the whole ........................... 912
Feb. 8, reported by committee of the whole without
amendment ; referred to style and drafting ...... 920
Mar. 12, reported by style and drafting (Report
34) ; placed on order of second reading ........ 1568

Apr. 19, read second time; passed; rereferred to
style and drafting ............. ... ... ... .... 2667-2668

A proposal to include article X, section 19 of the
1908 constitution in the new constitution.

For text as offered and reasons ............ 912
As referred to style and drafting ............ 912
As reported by style and drafting ........... 2668
As rereferred to style and drafting .......... 2668
Jan. 31, reported by finance and taxation; referred
to committee of the whole ..................... 724
Feb. 8, read first time; considered, passed by com-
mittee of the whole ........................... 912
Feb. 8, reported by committee of the whole without
amendment; referred to style and drafting .... 920
Apr. 13, reported by style and drafting (Report
67) ; placed on order of second reading ........ 2406
Apr. 19, read second time; passed; rereferred to
style and drafting ................ ... ... ... ... 2668
A proposal to limit the ad valorem taxation of prop-
erty covering the subject matter of section 21,
article X of the 1908 constitution, commonly known
as the 15 mill limitation.
For text as offered and reasons ............ 913
As referred to style and drafting ........ .. .. 939
As reported by style and drafting ........... 2627
As rereferred to style and drafting .......... 2631
Jan. 81, reported by finance and taxation; referred
to committee of the whole .................. .. 724
Feb. 8, read first time; considered, substituted by
committee of the whole ....................... 913-920
Feb. 9, substitute considered, amended, passed by
committee of the whole ...................... 921-928

Feb. 9, reported by committee of the whole with 1
amendment; amendment concurred in; referred
to style and drafting ......................... 938-939
Apr. 138, reported by style and drafting (Report
68) ; placed on order of second reading
Apr. 19, read second time; substituted, passed; re-
referred to style and drafting .............. 2627-2631
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For text, and comments in address to the people .... 3398
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considered read third time; passed .......... 3213-3275
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May 9, read third time, amended, passed ...... 3159-3170,
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May 7, reported; placed on order of third reading 3045
May 9, read third time, passed ...... 3159-3170, 3176-3186
May 9, referred to committee on style and drafting 3210
May 11, reported ; placed on order of third reading;

considered read third time; passed .......... 3213-3275
Aug. 1, considered; adopted ................... 3291-3301
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For text, and comments in address to the people.... 3399
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May 7, reported ; placed on order of third reading .. 3045
May 9, read third time, passed ...... 3159-3170, 3176-3186
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May 9, read third time, passed ...... 3159-3170, 3176-3186
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Committee Proposal 50, A proposal to require the legislature
to provide sufficient taxes to meet the state’s expenses covering
the substance of section 2, article X of the 1908 constitution;
with the recommendation that it pass.

D. Hale Brake, chairman.

For Committee Proposal 50 and the reasons submitted in sup-
port thereof, see below under date of February 7.

PRESIDENT NISBET: Referred to the committee of the
whole and placed on the general orders calendar.

SECRETARY CHASE: Mr. Brake, for the committee on
finance and taxation, also introduces
Committee Proposal 51, A proposal setting up the uniform rule
of taxation for providing for equalization a maximum limit for
assessments, prohibiting a graduated income tax, and covering
the subject matter of sections 3, 4, 7 and 8 of article X of the
1908 constitution;
with the recommendation that it pass.

D. Hale Brake, chairman.

For Committee Proposal 51 and the reasons submitted in sup-
port thereof, see below under date of February 7.

PRESIDENT NISBET: Referred to the committee of the
whole and placed on the general orders calendar.

SECRETARY CHASE: Mr. Brake, for the committee on
finance and taxation, also introduces
Committee Proposal 52, A proposal with reference to the taxa-
tion of certain utilities, covering the material in article X,
section 5 of the 1908 constitution;
with the recommendation that it pass.

D. Hale Brake, chairman.

For Committee Proposal 52 and the reasons submittied in sup-
port thereof, see below under date of February 8.

PRESIDENT NISBET: Referred to the committee of the
whole and placed on the general orders calendar.

SECRETARY CHASE: Mr. Brake, for the committee on
finance and taxation, also introduces
Committee Proposal 53, A proposal to require that every tax
law shall distinctly describe the tax, covering article X, section
6 of the present constitution;
with the recommendation that it pass. R

D. Hale Brake, chairman.

For Committee Proposal 53 and the reasons submitted in sup-
port thereof, see below under date of February 8.

PRESIDENT NISBET: Referred to the committee of the
whole and placed on the general orders calendar.

SECRETARY CHASE: Mr. Brake, for the committee on
finance and taxation, also introduces
Committee Proposal 54, A proposal that the power of taxation
ghall never be surrendered, suspended, or contracted away,
covering the material in article X, section 9 of the present
constitution ;
with the recommendation that it pass.

D. Hale Brake, chairman.

For Committee Proposal 54 and the reasons submitted in sup-
port thereof, see below under date of February 8.

PRESIDENT NISBET: Referred to the committee of the
whole and placed on the general orders calendar.
SECRETARY CHASE: Mr. Brake, for the committee on
finance and taxation, also introduces
Committee Proposal 55, A proposal to include article X, section
19 of the 1908 constitution in the new constitution;
with the recommendation that it pass. ‘
P ‘D. Hale Brake, chairman.

For Commiitee Proposal 55 and the reasons submitted in sup-
port thereof, see below under date of February 8.

PRESIDENT NISBET: Referred to the committee of the
whole and placed on the general orders calendar.

SECRETARY CHASE: Mr. Brake, for the committee on
finance and taxation, also introduces
Committee Proposal 56, A proposal to limit the ad valorem
taxation of property covering the subject matter of section 21,
article X of the 1908 constitution, commonly known as the 15
mill limitation;
with the recommendation that it pass.

D. Hale Brake, chairman.

For Committee Proposal 56 and the reasons submitted in sup-
port thereof, see below under date of February 8.

PRESIDENT NISBET: Referred to the committee of the
whole and placed on the general orders calendar.

SECRETARY CHASE: Mr. Brake, for the committee on
finance and taxation, also introduces
Committee Proposal 57, A proposal to require a public hearing
on all budgets of local units of government before the budgets
are approved. Amends article X by adding a section;
with the recommendation that it pass.

D. Hale Brake, chairman.

For Committee Proposal 57 and the reasons submittied in sup-
port thereof, see below under date of February 9.

PRESIDENT NISBET: Referred to the committee of the
whole and placed on the general orders calendar.

SECRETARY CHASE: Mr. Martin, for the committee on
executive branch, introduces
Exclusion Report 2027, A report recommending the exclusion
of article VI, sections 14 and 15. Substitute for Exclusion
Reports 2001 and 2002.

John B. Martin, chairman.

For Exclusion Report 2027 and the reasons submitted in support
thereof, see below under date of March 19.

PRESIDENT NISBET: Referred to the committee of the
whole and placed on the general orders calendar.
SECRETARY CHASE: Mr. Brake, for the committee on
finance and taxation, introduces
Exclusion Report 2028, A report recommending the exclusion
of sections 3, 4, 5, 7 and 8 of article X.
D. Hale Brake, chairman.

For Ezclusion Report 2028 and the reasons submitted in support
thereof, see below under date of February 9.

PRESIDENT NISBET: Referred to the committee of the
whole and placed on the general orders calendar.

SECRETARY CHASE: Mr. Pollock, for the committee on
declaration of rights, suffrage and elections, introduces
Committee Proposal 58, A proposal pertaining to the elective
franchise. A substitute for article III amending sections 4, 8,
9 and substituting new language for the other sections thereof;
with the recommendation that it pass.

James K. Pollock, chairman.

For Committee Proposal 58 and the reasons submitted in sup-
port thereof, see below under date of April 6.

PRESIDENT NISBET: Referred to the committee of the
whole and placed on the general orders calendar.

SECRETARY CHASE: The committee on legislative powers,
by Mr. Hoxie, chairman, reports back to the convention
Delegate Proposal 1340, A proposal to limit the power of sale
and disposition of certain public property and to require state
officers under certain circumstances to resist condemnation by
the United States government. Amends article V by adding 2
new section thereto; with the recommendation that the proposal
be referred to the committee on emerging problems.

T. Jefferson Hoxie, chairman.
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taxation, submits the following reasons in support of Com-
mittee Proposal 49:

One section that is being eliminated from article VIII of
the 1908 constitution is 15a, which deals with drainage
district bonds. The language of the proposal is broad so
that it will serve as a catchall for anything omitted of a
more specific nature including section 15a.

CHAIRMAN BENTLEY: The Chair recognizes the chair-
man of the committee, the gentleman from Stanton, Mr. Brake.

MR. BRAKE: Mr. Chairman, ladies and gentlemen of the
committee, there has got to be somebody around here who
doesn’t pass. (laughter) For an explanation of this section, I
yield to Delegate Don Seyferth.

CHAIRMAN BENTLEY: The gentleman from Stanton
yields to the gentleman from Muskegon, Mr. Seyferth.

MR. SEYFERTH: Mr. Chairman, delegates, Committee
Proposal 49 just read by the secretary replaces in article VIII,
sections 10, 15a and 24. This proposal had the concurrent juris-
diction of local government, and we have mutual acceptance
from both committees. Section 10 of article VIII has to do with
the 34o of a mill on assessed valuation for borrowing purposes.
Section 15a of the same article has to do with drainage dis-
tricts established under provisions of the law. And section 24
has to do with city and village bonded indebtedness. We move
that it be accepted.

CHAIRMAN BENTLEY: Is there discussion? Are there
any amendments to the committee proposal? If not, it will pass.

Committee Proposal 49 is passed and the secretary will read.

SECRETARY CHASE: Item 24 on the calendar, from the
committee on finance and taxation, by Mr. Brake, chairman,
Committee Proposal 50, A proposal to require the legislature
to provide sufficient taxes to meet the state’s expenses covering
the substance of section 2, article X of the 1908 constitution.

Following s Committee Proposal 50 as read by the secretary,
and the reasons submitted in support thereof:

The committee recommends that the following
be included in the constitution :

Sec. a. [The legislature shall provide by law for an
annual tax sufficient with other resources to pay the esti-
mated expenses of the state government, the interest on
any state debt and such deficiency as may occur in the
resources.] THE LEGISLATURE SHALL PROVIDE BY
LAW TAXES SUFFICIENT WITH OTHER RESOURCES
TO PAY THE EXPENSES OF STATE GOVERNMENT.

Mr. Brake, chairman of the committee on finance and
taxation, submits the following reasons in support of
Committee Proposal 50: '

This section is a directive to the legislature to use its
taxing power to assure the state sufficient revenues to pay
its bills. The proposed language merely restates the sub-
stance of section 2 of the 1908 constitution in simpler
language. The duty expressed in this section is undoubted-
ly inherent in the legislature without a constitutional grant.
Most state constitutions, however, contain a similar pro-
vision. The principle is so fundamental to the operation of
state government that the committee believes such a di-
rective should be continued in the constitution.

CHAIRMAN BENTLEY: The gentleman from Stanton, Mr.
Brake.

MR. BRAKE: Mr. Chairman, ladies and gentlemen of the
committee, for this proposal I yield to our vice chairman, Dick
Austin.

CHAIRMAN BENTLEY: The gentleman from Detroit, Mr.
Austin, is recognized.

MR. AUSTIN: Mr. Chairman, members of the committee,
this is perhaps the most important provision of article X. I
wish there were some way that we could make it stronger,
because it is in this area that our legislature has been some-
what derelict. This section is a directive to the legislature to
use its taxing power to assure the state sufficient revenues to

pay its bills. The proposed language merely restates the sub-
stance of section 2 of the 1908 constitution in simpler language.

The duty -expressed in this section is undoubtedly inherent
in the legislature without a. constitutional grant. Most state
constitutions, however, contain a similar provision. The prin-
ciple is so fundamental to the operation of state government
that the committee believes that such a directive should be con-
tinued in the constitution, and we move that it do pass.

CHAIRMAN BENTLEY: Are there any amendments to the
body of the proposal? If not, it will pass. :

Committee Proposal 50 is passed and the secretary will read.

The gentleman from Pontiac, Mr. King.

MR. KING: Mr. Chairman, I don’t have an amendment. I
would like to ask a question, though, if I could.

CHAIRMAN BENTLEY: The proposal has already been
disposed of, Mr. King, but you are recognized for the purpose
of a question.

MR. KING: Thank you. Mr. Austin, do you feel that it is
necessary to put in any proviso here with regard to annually
or each year? I notice that the old constitution used that word.
You indicated you wish there were a way to make it stronger.
Would that add anything, or do you think not?

MR. AUSTIN: I don’t think it would, but I should explain
that the annual tax referred to in the 1908 constitution had
reference to the property tax which was levied at that time
by the state. As a matter of fact, the principal state revenue
at that time was an annual property tax, and I think this is
what is referred to in the old language, and we do not refer
to the annual tax now. We simply say that the legislature
should provide sufficient taxes, along with other resources,
to pay the expenses of state government.

MR. KING: But you think it is implicit in the wording
that these taxes shall be provided for each and every year for
the expenses of that year; is that right?

MR. AUSTIN: Such is the opinion of the committee.

MR. KING: Thank you.

CHAIRMAN BENTLEY: The secretary will read the next
item on general orders.

SECRETARY CHASE: Item 25, from the committee on
finance and taxation, by Mr. Brake, chairman, Committee
Proposal 51, A proposal setting up the uniform rule of taxation
for providing for equalization a maximum limit for assess-
ments, prohibiting a graduated income tax, and covering the
subject matter of sections 3, 4, 7 and 8 of article X of the
1908 constitution.

Following is Committee Proposal 51 as read by the secretary,
and the reasons submitted in support thereof:

The committee recommends that the following
be included in the constitution:

Sec. a. THE LEGISLATURE SHALL PROVIDE BY
LAW A UNIFORM RULE GOVERNING THE GENERAL
AD VALOREM TAXATION OF REAL PROPERTY AND
TANGIBLE PERSONAL PROPERTY. THE LEGISLA-
TURE SHALL PROVIDE BY LAW FOR THE DETER-
MINATION OF TRUE CASH VALUE OF SUCH PROP-
ERTY AND SHALL SPECIFY THE PROPORTION OF
TRUE CASH VALUE AT WHICH SUCH PROPERTY
SHALL BE UNIFORMLY ASSESSED, WHICH SHALL
NOT, AFTER JANUARY 1, 1966, EXCEED 50 PER CENT,
AND SHALL PROVIDE BY LAW FOR A SYSTEM OF
EQUALIZATION OF ASSESSMENTS. THE LEGISLA-
TURE MAY PROVIDE BY LAW FOR EXEMPTION OF
SUCH PROPERTY FROM TAXATION, OR FOR ALTER-
NATIVE MEANS OF TAXATION OF SUCH PROPERTY
IN LIEU OF GENERAL AD VALOREM TAXATION,
UNIFORM UPON THE CLASS OR CLASSES OF PROP-
ERTY TO WHICH SUCH ALTERNATIVE MEANS ARE
APPLIED.

EVERY OTHER TAX SHALL BE UNIFORM UPON
THE CLASS ON WHICH IT OPERATES. NO INCOMRB
TAX GRADUATED AS TO RATE OR BASE SHALL BB

Explanation—Matter within [ ] is stricken, matter in capitals ig new.
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IMPOSED BY THE STATE OR ANY OF ITS SUBDI-
VISIONS.

Mr. Brake, chairman of the committee on finance and
taxation, submits the following reasons in support of Com-
mittee Proposal 51:

The first sentence of this section preserves the present
uniformity clause of section 3 of article X, except as it
presently applies to intangible personal property. Ad va-
lorem taxation of the latter has proved unworkable, and
it seems desirable to recognize this in the new constitu-
tion. Uniformity of assessment is the cornerstone of any
system of general property taxation. There appears to be
general agreement that while the present constitution re-
quires uniformity, the requirement is frequently honored in
the breach. The fact that uniformity has not been achieved
in the past does not mean it is impossible to attain, but
simply suggests the necessity for reaffirmation of the re-
quirement and the discovery of new means to achieve it.

The first part of the second sentence of this section rep-
resents a major change, eliminating the present constitu-
tional requirement of assessment at cash value found in
section 7 of article X. The present cash value standard is
almost universally ignored, but because of it a taxpayer
whose property is assessed, for example, at 70 per cent of
cash value has no judicial relief, in the absence of fraud,
even though his neighbor’s property is assessed at 30 per
cent of cash value. At present, the court can simply state
that since the former taxpayer is not assessed in excess
of 100 per cent, the constitution affords no basis for relief.
This unavailability of judicial relief has made the cash
value standard a positive impediment to the achievement
of uniform assessment.

To repeat, the important constitutional objective is uni-
formity of assessment, regardless of the level or standard
at which property is commonly assessed. Permitting the
legislature to fix the standard offers the possibility of
moving to a more realistic standard such as, for example,
the 50 per cent of cash value currently used by the state
tax commission. On this basis actual uniformity could be
achieved and a taxpayer aggrieved by an assessment over
the level prescribed by law could obtain relief. A majority
of the committee believes that the standard set by the
legislature should not exceed 50 per cent. Recognizing that
some jurisdictions currently assess some property in excess
of 50 per cent, the committee has postponed the effective
date of this limitation until 1966.

Another advantage of a standard of value fixed by law
is the relative freedom with which the legislature could
change the standard to reflect changes in the general
price structure. Current inequities have resulted, in many
cases, from the inability of assessors, with inadequate
staffs, to keep up with changes in the dollar value of real
property resulting from inflation, whereas personal prop-
erty assessments have tended to follow inflationary trends
far more rapidly.

The provision with respect to equalization is less detailed
than that found in section 8 of the present article X, but
nevertheless clearly imposes the requirement that assess-
ments be equalized as between various assessing units.

The provision for exemption of property from taxation
is clearly necessary and desirable.

The provision for alternative means of taxation of prop-
erty, in lieu of general ad valorem taxation, is also nec-
essary if such taxes as the automobile weight tax, the tax
on boats, the severance tax on oil and gas, and state assess-
‘ment and taxation of certain utilities’ properties are to be
maintained. This provision gives the legislature reasonable
freedom to remove certain kinds of property from general
property taxation and to provide alternative tax treatment
-.of such property.
The last paragraph of the section replaces section 4 of
" the present article X. The uninformative designation of
“gpecific” taxes has been dropped, and all taxes other than

the general ad valorem property tax or alternative taxes
based on property, are simply described as “other taxes”.

The provision makes it clear that neither the state
nor any local unit of government may impose a graduated
income tax. The words “or base” are necessary to prevent
“piggyback” taxation based on the federal tax liability.
‘Without such language, a tax nominally imposed at a flat
rate might actually adopt all of the graduation of the
federal tax. A flat rate income tax is clearly permitted,
and could, in the opinion of the committee, be imposed on
a “piggyback” basis on income computed for federal tax
purposes. The legislature could prescribe reasonable ex-
emptions for a flat rate income tax.

The imposition of this limitation on legislative power
seems desirable in order to avoid confiscatory taxation to
avoid the use of a revenue measure as a device for social
reform, and to prevent the entry by the state into a field
largely preempted by the federal government. A further
advantage of the limitation is that with it, a legislator
who votes for an income tax will do so with the knowledge
that it will fall proportionally as heavily on himself as
upon others — a safeguard which a majority of the com-
mittee deems important.

Following i8 minority report A to Committee Proposal 51 as

offered and the reasons submitted in support thereof:

Messrs. Austin, Binkowski, Pellow, Stopczynski, Walker,
Young and Ostrow, a minority of the committee on finance
and taxation, submit the following minority report to
Committee Proposal 51:

A minority of the committee recommends that
the following be excluded from the constitution:

Delete the last paragraph of the proposed new section.

Messrs. Austin, Binkowski, Pellow, Stopczynski, Walker,
Young and Ostrow, a minority of the committee on finance
and taxation, submit the following reasons in support of
the foregoing minority report, which accompanied Com-
mittee Proposal 51:

The last paragraph of the proposal is being included
in the constitution, as stated in the majority report,

to avoid confiscatory taxation, to avoid the use of a

revenue measure as a device for social reform, and to

prevent the entry by the state into a field largely pre-
empted by the federal government.

The majority suggests as a further advantage:

a legislator who votes for an income tax will do so

with the knowledge that it will fall proportionately

as heavily on himself as upon others —a safeguard
which the committee deems important.

The proponents of the minority report contend that
the last paragraph should be omitted from the constitution
and that the reasons stated by the majority do not
justify its inclusion.

The principal objections raised against this paragraph,
which includes the so called uniformity rule on all
taxes other than property taxes and the prohibition against
imposition of a graduated income tax, are stated below.

The proponents of this minority report do not, however,
advocate that an income tax should be levied. This is a
matter to be decided by the legislature.

The committee proposal raises some objections to the
graduated income tax. Although the relative merits of a
graduated versus flat rate income tax should not be
presently at issue, the proponents of the minority position
feel constrained to include some rebuttal.

The proponents for exclusion of the last paragraph of
Committee Proposal 51 argue:

1. It freezes into the constitution unnecessary and
undesirable restriction on the legislative power to levy
taxes in the future. No authority has been cited for the
advisability of inserting this unique provision into a
state constitution. It does not make allowance for
drastically changed circumstances beyond our present
anticipation.
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2. The prohibition of a graduated income tax, statutory
in nature, does not have the faithful sanctity of the other
restrictive measures written into the constitution, such as
the sales tax rate limitation, achieved through prior
approval of the people at the polls.

3. It freezes present and potential inequities in the
Michigan tax structure by prohibiting the legislature
from correcting them, should it desire to do so.

4. The majority committee report implies that graduation
of tax bases is preempted by the federal government. There
is no legal authority for this presumption.

If there is reason for concern over preemption by the
federal government, such concern more properly is re-
flected in the comment of President Eisenhower — that
many fields have been preempted by federal government
because the states have failed to act in these areas. This
is a far more vital area of concern than the technicality
of whether graduation can be used at both federal and
state levels.

5. Progressive taxation, accomplished through gradu-
ated rate structure, is not a device for social reform: on
the contrary, it is a very equitable device for raising the
maximum amount of revenues, without unduly burdening
any individual taxpayer, on the basis of ability to pay.

Its effect does not need to be “soak the rich” or “pamper
the poor”. Experience actually proves these descriptions
more propaganda than reality. However, there is obviously
a basic difference between the majority and minority em-
phasis on the equity of the Michigan tax system, particu-
larly in terms of the impact on low income and middle
income families, pensioners and those on fixed incomes.

6. Ignored in the proposal is the experience of the
overwhelming majority of the states which have income
taxes, all but two (33 of the 35) having adopted graduated
rate structures. Michigan would be placed in a unique
category and at a potential disadvantage in relation to
other states in its ability to raise revenue from income
taxation.

The chart which follows reflects the experience in
other states as well as the Michigan potential. It shows
clearly that a low flat rate tax results in a continued
higher contribution to the federal internal revenue. This,
in turn, results in disproportionate support of federal
projects in other states by Michigan taxpayers.

Comparative income tax on last $10,000 of a taxable
income of $200,000
(assuming 2 different rates and state tax
deductible in arriving at federal liability)

State income tax

Assuming
Assuming graduated
1 per cent to maximum
flat rate of 10 per cent
Federal income tax on the
last $10,000 of income :
Rate of tax in subject
bracket ...... 89 per cent
Amount of federal income
tax if there is no state
income tax ........ $8,900
State income tax:
Amount of state income
tax ...l $ 100 $ 1,000
Amount borne by federal
government . ............ $ 89 $ 890
Amount borne by
taxpayer .............. 11 110
Division of the last $10,000*
Amount of tax going to
federal government ...... $ 8,811 $ 8,010
Amount of tax going to
state government ........ oo 100 1,000

Amount of last $10,000
retained by taxpayer .... 1,089 990
Together ............... $10,000 $10,000

*By graduating the rate structure up to 10 per cent,
assuming a beginning rate of 1 per cent, the revenue of the
state is increased by $900 while the amount retained
by the taxpayer is reduced by only $99. The contri-
bution to the federal government is reduced by $801.

7. The experience with the federal income tax has been
raised as one of the objections to a graduated rate struc-
ture. It is argued, to the contrary, that the existence of
the steeply graduated federal rate structure could be one
of the reasons for adopting a graduated structure at the
state level. Because of the deductibility of state income tax
in arriving at federal liability, the impact of the state tax
at the higher income levels would be softened.

Consider, for example, the comparative impacts of the
1 per cent and 10 per cent state income tax rates, described
in the chart.

Following i8 minority report B to Committee Proposal 51 as

offered and the reasons submitted in support thereof:

Messrs. Austin, Binkowski, Pellow, Stopczynski, Walker
and Young, a minority of the committee on finance and
taxation, submit the following minority report to Com-
mittee Proposal 51:

A minority of the committee recommends that
the following be excluded from the constitution :

On page 1, line 13, after the word “assessed” delete
the comma and the following words, “which shall not,
after January 1, 1966, exceed 50 per cent,”.

Messrs. Austin, Binkowski, Pellow, Stopczynski, Walker
and Young, a minority of the committee on finance and
taxation, submit the following reasons in support of the
foregoing minority report, which accompanied Committee
Proposal 51:

The proponents of the minority report agree with the
majority on the merits of providing that the standard of
value for assessment of property be fixed by law, giving
the legislature freedom to reflect changes in the general
price index and to shift with inflationary trends. The
minority do not agree, however, that there should be a
constitutional limitation of 50 per cent of cash value.

The principal objections raised against the inclusion of
the 50 per cent of cash value standard are as follows:

1. A 50 per cent of cash value standard proposed by the
majority of the committee coupled with the tax rate
limitations proposed in another part of the report, in effect
imposes upon many communities an effective tax rate limit
not of 15 mill but of 714 mill, or half of whatever rate may
apply to each unit of government under that proposal.

2. Since 1933 when the state itself abandoned the base
of the property tax for its own purposes, the property tax
has been mentioned as being the primary source of revenue
for units of local government — to be levied and adminis-
tered in accordance with the needs of each unit of local
government. The local property tax has thus been adminis-
tered within the broad limits of general law. The 50 per
cent limitation proposed by the majority of the com-
mittee now proposes to leave to local units a tax source
which they no longer will have any discretion over
in its administration and effect. It is indeed a fact that the
“full cash value” standard has given the local communities
the discretion to fix assessments and effective rates in
terms of their needs. The 50 per cent standard limits this
discretion to such a degree as to nullify it. )

3. While it is a fact that the state tax commission
has found it desirable to adopt a 50 per cent level in the
equalization process as between units of government, that
level has been used because it represents a near average
statewide level at which equalization as between units is
reasonably equitable. It follows that if the 50 pe¥ bent
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standard is adopted by constitutional provision, the state
board of equalization in arriving at a statewide level
for equalization conceivably will have to go below the
50 per cent and in a few years will arrive at an equalization
standard of 30 per cent or even 25 per cent. The effect of
this is too obvious to require further elaboration.

4, If indeed, the reason for going to a constitutional
50 per cent level is to relieve any particular segment of the
business community from excessive burdens of property
taxation, then such relief should be granted to that
segment of the community by relief from certain taxes
rather than by tampering with the machinery designed
for the levy and administration of a local tax. And the
decision to grant tax relief is a question which ought to
be mediated and debated on the floor of the legislature.
Such debate ought not to be restricted and tampered by
restrictions imposed by the constitution which, though
they do not actually forbid the legislature from dealing
with the problem, effectively impose upon it the burden
of dealing with the problem in a particular way.

5. Compliance with the new provision will have a
devastating immediate effect on the fiscal affairs of some
communities. Consider for example the remarks of Dr.
Harvey E. Brazer in Michigan Pamphlet 30, Taxation in
Michigan: An Appraisal, in which he says, page 20:

The problem is particularly acute in Wayne county

and the city of Detroit, where personal property is
currently assessed at well above the 50 per cent of
current market value standard applicable to realty.
Under pressures imposed by the uniformity clause of
the Michigan constitution and taxpayers’ complaints,
present practices in Detroit are being modified. How-
ever, on the basis of the 1959 tax levy, it is estimated that
if all personal property were assessed at 50 per cent of
its net book value the revenue loss to Detroit and its
school district would amount to more than $30 million
and the loss to the county, school districts, townships
and municipalities in the rest of Wayne county would
exceed $15 million. Obviously, unless some means of
replacing the lost revenue were forthcoming, a re-
duction in tax receipts of these dimensions would
produce a fiscal catastrophe for the governmental units
involved.

6. In all related testimony before the committee on
finance and taxation, it was disclosed that the mining
industry is the only industry in which property is assessed
at 100 per cent of cash value. It is obvious that the
recommended provision, if adopted, would drastically re-
duce the revenues of communities depending on mining
taxation.

7. Adoption of a constitutional 50 per cent cash value
standard undoubtedly will have the effect of bringing about
a material shift of property tax burden from commercial
property to home owners. Unless other sources of revenue
are availed, the forcing of assessments on certain personal
property down to the 50 per cent level will force assess-
ments on already overburdened home owners upward
to the 50 per cent level.

8. The inclusion of an arbitrary 50 per cent limitation,
statutory in nature, does not have the dignity of a mandate
of the people, as does the sales tax rate limitation, ex-
pressed in a referendum.

Following i8 minority report C to Commitiee Proposal 51 as

offered, and the reasons submitted in support thereof:

Messrs. Austin, Binkowski, Ostrow, Pellow, Stopczynski,
Walker and Young, a minority of the committee on finance
and taxation, submit the following minority report to
Committee Proposal 61:

A minority of the committee recommends that
the following be included in the constitution:

: Delete the first sentence of the proposed new section
and substitute therefore the following:

THE LEGISLATURE MAY BY LAW AUTHORIZE
OR IMPOSE AD VALOREM AND OTHER TAXES
WHICH SHALL BE UNIFORM WITHIN THE CLASSES
OF PERSONS OR PROPERTY TO WHICH THEY ARE
APPLIED.

Messrs. Austin, Binkowski, Ostrow, Pellow, Stopczynski,
Walker and Young, a minority of the committee on finance
and taxation, submit the following reasons in support of
the foregoing minority report, which accompanied Com-
mittee Proposal 51:

The proponents of the minority report believe that the
rigid uniformity clause prevents justice in taxation be-
cause the legislature cannot consider all of the problems
within the various classes of real and personal property.

In other words, our present system demands that an
elephant and a mouse be taxed uniformly.

Testimony taken before the committee on finance and
taxation brought forth many problems which cannot be
solved under the proposed uniformity clause. Some of
these assets which cause assessment problems are as
follows :

(a) Farm equipment which is only used a few months
during the year, but taxed as if it is used every day of the
year;

(b) Farm land which is located near a growing metro-
politan area;

(¢) The inventory of the grocer, druggist and other
small businessmen ;

(d) Dies, fixtures and other business equipment;

(e) 'The differences between residential, commercial and
industrial property; and

(f) Stocks and bonds and other intangible property.

The many studies furnished the delegates indicate that
the criticism of the present and proposed uniformity clauses
fall into the following categories:

I. “The major controversy on uniformity is that it
restricts the legislature’s flexibility on tax choices and
prevents the use of classified property tax.” (Some Sug-
gested Revisions of the Constitution of the State of Michi-
gan, Donato J. Pugliese, University of Detroit, October 1961,
p. II-41.)

II. “ . . It is contended that the legal uncertainties
encountered by the legislature in using its specific tax
powers have made that body hesitate to attempt any bold
steps in improving the tax system.” (The Voter and the
Michigan Constitution, bureau of government, institute of
public administration, University of Michigan, No. 29, 1960,
pp. 89-90.)

III. “Constitutional requirements concerning uniform
taxation are sometimes looked upon as unnecessary and
the model state constitution contains no such provision.”
(Comparative Analysis of the Michigan Constitution, citi-
zen’s research council of Michigan, vol. II, p. X-13.)

In the first Michigan constitution, dated 1835, there were
no provisions dealing with problems of uniformity in
taxation.

The uniformity clause first appeared in the Constitu-
tion of 1850, but the constitutional convention debates
throw little light on the reasons for inserting it.
The committee on finance and taxation was directed to
investigate the expediency of making all taxes ‘equal,’
and remarks throughout the debate indicate a feeling
that the burden of taxation was not being imposed
equally. The uniformity clause was present in the
article on finance and taxation when it came from the
committee, but it was subjected to no debate in the con-
vention itself. Nor was there any debate on it at the
conventions of 1867 and 1908.

According to a recent writer in 88 U. of Pa. L. R.
728, 1940, the adoption of uniformity clauses in so
many of our state constitutions during the latter half
of the nineteenth century was due to economic causes.
As the wealth of the county was gradually shifted from

Explanation—Matter within [ ] is stricken, matter in capitals is new.
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agriculture to industry, it came to consist more and

more of intangibles. The general propery tax became

insufficient for the needs of government. Intangible
wealth was drawn under the taxing power, and state
legislatures showed a tendency to classify property for
taxation purposes. To some, especially the owners of
real property, this seemed unfair, and it was feared
that unlimited power of classification would permit
excessive discrimination. Hence, the uniformity
clauses were written into the state constitution.

(Report of the Michigan Constitutional Revision Study

Commission, 1942, Pt. I1, pp. 2-3.)

Presently, all taxes levied on real property and per-
sonal property must be uniform, or the same. There can
be no distinction between the two. The legislature can-
not classify homes differently from industrial property.
Distinctions between personal property and inventories
cannot be considered.

Why should the legislature be prevented from intro-
ducing equity into our tax structure?

First, there should be unanimous agreement that the
so called uniformity clause and the supplementary pro-
visions dealing with particular rules of uniformity
have produced, more than anything else, confusion
and litigation (emphasis added). This has been ac-
complished without achieving to any substantial degree
the ideal of “absolute uniformity” in the distribution of
the property tax burden when such was the ideal. . . .
Second, it should also be clear that no policy, whether it
favors a strict or liberal limitation, has profited by the
overlapping and redundant uniformity structures which
were so often found. Too often there has been a tend-
ency to clutter up the constitution with a prolix and
complicated uniformity structure which still left many
of the really hard problems unsolved.

(Constitutional Uniformity and Equality in State Taxation,
Wade J. Newhouse, Michigan legal publications, 1959,
pp. 767-768.)

A cursory reference to the preparatory studies for this
constitutional convention indicate beyond any question
that the present article X, section 3, should be broadened
to provide flexibility and untie the hands of our legislature.

Both the citizens advisory committee report on taxation
and finance and the league of women voters recommend
deletion of section 3.

In the study prepared by Mr. Raleigh Barlowe in the
series of Michigan constitutional convention studies, it was
recommended that section 8 be revised and broadened in
its scope. At page 23, it was stated, “Strong questions may
be raised concerning the advisability of continuing the
uniformity rule of section 3 in the new constitution.”

Finally, the citizens research council concludes its com-
ments with the following quotation:

The Michigan constitutional revision commission of
1942, subcommittee on taxation and finance; June 27,
1942 ; recommended that . . . the uniformity clause in
the Michigan constitution as now worded is an un-
necessary obstacle to effective tax legislation, and that
there would be great advantage to the state if sec-
tions 3 and 4 could be redrafted to permit the legisla-
ture to graduate and classify all types of taxes, both ad
valorem and specific, providing, however, for uni-
formity within classes.

(Comparative Analysis of the Michigan Constitution, citi-
zens research council of Michigan, Vol, II, p. X-14.)

Therefore, the proponents of the minority report be-
lieve its recommended language will provide the neces-
sary flexibility to solve Michigan’s fiscal problems.

B CHAIRMAN BENTLEY: The gentleman from Stanton, Mr.
rake.

MR. BRAKE: Mr. Chairman, ladies and gentlemen of the
committee, we had no expectation that things would go so
Smoothly for long. For a discussion of this proposal, I call on
Dick Van Dusen, a member of the committee.

CHAIRMAN BENTLEY: The gentleman from Birming-
ham, Mr. Van Dusen.

MR. VAN DUSEN: Mr. Chairman and members of the com-
mittee, I should first call to your attention a misprint in the
green sheet committee proposal which is before you and which
may, if you simply cross out the duplicated language, make
your understanding of the matter somewhat easier. Line 17
on page 1 should simply be stricken in its entirety including
the carryover portion of the word “taxation” at the beginning
of line 18, so that that sentence will then read:

The legislature may provide by law for exemption of such
property from taxation, or for alternative means of tax-
ation of such property in lieu of general ad valorem
taxation, and so forth.

[Correction made.]

Now, I should begin by saying that this section takes the
place of all of sections 3 and 4 of the present article X. It makes
some provisions with respect to matter covered in section 5
though a separate section is still retained for that purpose.
It also covers all of what is presently contained in sections
7 and 8 of the present article X, and it covers rather broadly
the field of property taxation and the field of nonproperty
taxation.

Now, I think that it is easier to take this in pieces and to
discuss first the application of the committee proposal to the
field of property taxation. The basic provision of the present
constitution is that the legislature shall provide by law a
uniform rule of taxation. The present constitution further
provides that all property shall be assessed at its true cash
value, and provides that the legislature shall provide a system
of equalization of assessments as between assessing author-
ities.

Now, in large measure the requirement of uniformity im-
posed by the present constitution is retained in the committee
proposal. The committee heard from witnesses over and over
and over again that uniformity of assessment as a basis for
property taxation was a desirable objective; that it was an
objective not achieved under the present constitutional lan-
guage in any measure in our state; and that if we could find
the means of achieving uniformity of assessment, we would
be accomplishing some major feat. Our proposal is designed
to move in that direction, and we hope that it will provide the
means by which the legislature and the municipalities and
school districts imposing property taxes in this state can
accomplish uniformity of assessment which is, after all, the
cornerstone of any system of general property taxation.

The proposal states at the beginning that “The legislature
shall provide by law a uniform rule governing the general
ad valorem taxation of real property and tangible personal
property.” This is a basic statement that all property, real
and personal, subjected to general ad valorem taxation, must
be assessed at the same standard of value. It wouldn’t make
any difference whether this were 25 per cent of true cash value
or true cash value or 75 per cent of true cash value; the
uniformity rule would require that all of it be assessed at
the same level, and this, after all, is something which tax-
payers should reasonably be able to expect if the burden of
taxation is going to be spread equally.

We found that one of the major problems of the present
constitutional provision is that it requires the assessment of
property at its true cash value, ie., 100 per cent, and that
while the constitution has required this at least since 1908,
no one in the assessing field in the state of Michigan, with
perhaps one or two exceptions, has accomplished that con-
stitutional objective. In other words, nobody assesses at 100
per cent of true cash value. You have great disparity be-
tween assessments. The state tax commission attempts to pre-
scribe the assessment of property at 50 per cent. In some
counties this is pretty well achieved. In other counties there
is wide_disparity, real property frequently being assessed at
35 to 45 per cent, personal property from 65 to 80 per cent,
and there is wide variation. Therefore, what the committee
has proposed is that
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The legislature shall provide by law for the determination

of true cash value of such property and shall specify the

proportion of true cash value at which such property shall

be uniformly assessed, .. ..
In other words, the legislature could say that all property
shall be assessed at 50 per cent of its cash value, letting the
state tax commission and the assessing officers go to the
level for which the state tax commission says it is now striving,
or they could move to a level of 25 per cent or to a level of 35
per cent.

A majority of the committee felt, however, that this level
prescribed by the legislature should not in any case exceed 50
per cent. The committee was divided on this point. Some
felt that the legislature should have the complete scale between
0 and 100 per cent to prescribe if they wished, but the com-
mittee proposal specifies that it shall not exceed 50 per cent.

However, we recognize that in those counties which are
currently assessing some of the property at a level substan-
tially in excess of 50 per cent, it was going to take a while
to get down to the maximum 50 per cent level. The state tax
commission advises that, in particular in Wayne county where
this is a major problem, in cooperation with the assessing
officials in Wayne county, they expect to get down to 50 per cent
within 3 years. They are now in the second year of a 5 year
program, and it would take 3 years from now to get down to

50 per cent. For that reason the committee has allowed some -

tolerance. They have allowed a period of 4 years to get down
to 50 per cent.

Now, it is recognized that not all property fits the pattern
of general ad valorem taxation, taxation based on the value
of the property. But the legislature years ago recognized
that intangible property — securities, bonds, deposits in banks
and so on — didn’t fit this pattern and so it imposed the
intangibles tax as a specific tax in lieu of general ad valorem
taxation, and so we have recognized this and have said that the
legislature shall provide by law a uniform rule for the general
ad valorem taxation of real property and tangible personal
property. This excepts intangible property automatically.

We have also recognized, however, that there may be kinds
of property which should be subjected to ad valorem tax-
ation, or taxation directed basically to property, which, never-
theless, doesn’t fit the pattern of the general ad valorem tax
picture, and so we have specified that the legislature may either
exempt property or that it may provide for alternative means of
taxation of property in lieu of general ad valorem taxation, and
that this alternative taxation should be uniform upon the class
or classes to which the alternative means are applied.

Let me give you 2 or 3 examples. One is the present system
of special ad valorem taxation which is applied to the property
of telephone companies. A building housing an office of the
telephone company is not on the general property tax rolls
of the community in which it is situated. It is assessed by
the state tax commission. It is subject to a special state rate
of taxation. Tax is paid into the state and it is distributed
back to local school districts, and this is a form of alternative
taxation of property in lieu of general ad valorem taxation.
There are other taxes based on property which are not a
part of the general property tax. For example, automobiles
are subjected to a weight tax, which is in lieu of ad valorem
property taxation. And the provision here for alternative
means of taxation would permit the legislature to adopt to that
extent the special classification of real or tangible personal
property, taking it off the general ad valorem property tax
rolls.

Now that, I think, Mr. Chairman, pretty generally covers
the explanation of what the committee has attempted to do in
the area of property taxation. Our objective is the achieve-
ment of uniformity, the establishment of uniform assessment
at a level not in excess of 50 per cent of the true cash value of
the property, and the conferring upon the legislature of rea-
sonable - flexibility in determining the types of taxation to
which property will be subject. I think perhaps rather than
going ‘on at this point to the second section, which deals with
other nonproperty taxes and in particular the question of a
graduated income tax, it may be easier to stop here and try

to answer questions or deal with amendments which relate
to the first section.

CHAIRMAN BENTLEY: The Chair recognizes the gentle-
man from Taylor, Mr. Marshall.

MR. MARSHALL: Mr. Chairman, just a point of informa-
tion and parliamentary inquiry. It is my understanding under
the rules that a minority report is supposed to be taken up
first. Am I correct in this?

CHAIRMAN BENTLEY: The Chair would rule that com-
mittee amendments will be taken up first, then minority report
amendments, and then any other amendments from the floor.

MR. MARSHALL: Thank you.

CHAIRMAN BENTLEY: Are there questions of the gen-
tleman from Birmingham on the first paragraph of the pro-
posal?

The gentleman from St. Louis, Mr. Hoxie.

MR. HOXIE: Mr. Chairman, it is not a question in rela-
tionship to the substance of the proposal, but it has occured to
me that it has been the intention of this convention to keep
a complete and accurate record of our proceedings, and it
appears that Mr. Van Dusen suggested there was an error in
the typing, which of course is not the fault of the committee,
but I am wondering, for the benefit of the record, if it wouldn’t
be a better procedure, Mr. Van Dusen, to submit an amend-
ment which will be printed in the journal, rather than to advise
us of the striking or inclusion in these proposals from the floor.

MR. VAN DUSEN: Mr. Chairman, I think Mr. Hoxie’s
point is well taken, and if there is no objection to an oral
amendment, I would move to strike the duplicated language
starting on line 17.

SECRETARY CHASE: Mr. Van Dusen, on behalf of the
committee on finance and taxation, offers the following amend-
ment :

1. Amend page 1, line 17, by striking out “or for alternative
means or taxation of such property from taxation,”.

CHAIRMAN BENTLEY: Is there discussion on the amend-
ment offered by the gentleman from Birmingham?

MR. SABLICH: Mr. Chairman, I have a question to ask
Mr. Van Dusen.

CHAIRMAN BENTLEY: Is it on the amendment?

MR. SABLICH: It is not on the amendment, no.

CHAIRMAN BENTLEY: Will the gentleman suspend until
we can dispose of the amendment.

Is there discussion on the amendment offered by the gentle-
man from Birmingham? If not, those in favor will say aye.
Those opposed, no.

The amendment is adopted.

[This amendment treated as a correction. See above, page 857.]

The gentleman from Caspian, Mr. Sablich.

MR. SABLICH: I would like to ask Mr. Van Dusen to
explain further why the committee decided on the 50 per cent
limitation on the taxation of real property.

MR. AUSTIN: Point of order, Mr. Chairman.

CHAIRMAN BENTLEY: The gentleman will state his
point of order.

MR. AUSTIN: There is a minority report on this section,
and I think that the minority report ought to be taken at this
time; that is, assuming that the Chair agrees.

CHAIRMAN BENTLEY: The Chair will state to the
gentleman from Detroit that it was his understanding that the
gentleman from Birmingham was yielding for the purpose of
questions on the general proposal at this time. Does the gentle-
man desire to offer the minority report in the form of an
amendment at this time?

MR. AUSTIN: Yes.

CHAIRMAN BENTLEY: Will the gentleman yield for that
purpose?

MR. SABLICH: I will yield.

CHAIRMAN BENTLEY: The
amendment.

MR. GUST: Mr. Chairman, point of information.

CHAIRMAN BENTLEY: The gentleman will state it.

secretary will read the
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MR. GUST: Mr. Chairman, I do not have a copy of this
minority report. Has it been made available to the delegates?
I would like to read it myself as the secretary reads. I will
understand it better.

CHAIRMAN BENTLEY: The gentleman from Detroit, Mr.
Austin.

MR. AUSTIN: Mr. Chairman, there are 8 minority reports
on this proposal. All 3 are found in today’s journal—that is,
yesterday’s journal which was distributed today—Journal 73,
beginning on page 520. The minority report applicable to this
first paragraph and the one which we ought to discuss at this
time is the last of the 3, found on page 523.

CHAIRMAN BENTLEY: The secretary will read the pro-
posed amendment at this time.

SECRETARY CHASE: Pursuant to minority report C of
Messrs. Austin, Binkowski, Ostrow, Pellow, Stopczynski, Walker
and Young,

Mr. Austin offers the following amendment:

1. Amend page 1, line 8, after “Sec. a.”, by striking out ‘“The
legislature shall provide by law a uniform rule governing the
general ad valorem taxation of real property and tangible
personal property.”, and inserting ‘“The legislature may by law
authorize or impose ad valorem and other taxes which shall be
uniform within the classes of persons or property to which
they are applied.”.

CHAIRMAN BENTLEY: Is that the amendment the gen-
tleman wishes to offer at this time?

MR. AUSTIN: That is the amendment.

CHAIRMAN BENTLEY: The gentleman is recognized in
support of his amendment.

MR. AUSTIN: If you are interested in following me on
this, you will turn to page 523 of the journal that was distrib-
uted this morning. The purpose of this amendment is to pro-
vide for classification of property for assessment purposes.

[The supporting reasons for minority report C to Committee
Proposal 51 were read by Mr. Austin. For text, see above,
page 856.]1

There were some members of the minority who felt that the
uniformity clause as it relates to property should be deleted
from the constitution, but the language which is recommended
is in the form of a compromise, feeling that if we are going
to have uniformity, let’s have uniformity within classes, but
let’s recognize that there are classes of property that ought to
be assessed differently.

CHAIRMAN BENTLEY: Does the gentleman from Caspian
desire to speak? Does the lady from Highland Park desire to
speak on this amendment?

MR. AUSTIN: Mr. Chairman, I had not yet yielded the
floor. I would like at this point to yield the floor to Mr.
Binkowski for additional remarks.

CHAIRMAN BENTLEY: The gentleman yields to the gen-
tleman from Detroit, Mr. Binkowski, for additional remarks.

MR. BINKOWSKI: Mr. Chairman, ladies and gentlemen
of the committee, as I indicated to you previously in the dis-
cussion on earmarking we were going to bring up this question
of flexibility again, I think the problem is before us presently.

I realize that this is a rather complicated section, and I
don’t know to what extent you have had the opportunity to
review all of the studies that we in the committee on finance
and taxation have been dealing with in the last several months,
but I think again the question before us is: to what extent do
You want to provide flexibility, and to what extent do you
want to untie the hands of the legislature? Now, if you
want to maintain the present system, then, of course, you will
not be in favor of our minority report. And I am sorry, Mr.
Upton, I can’t find your speech, because I wanted to use it
with respect to this item of flexibility.

CHAIRMAN BENTLEY: Does the lady from Highland
Park desire to speak on the Austin amendment?

MISS DONNELLY: No. I think my question is directed
More to the majority report, although it is somewhat perti-
Dent to the minority. I would like to enlarge on why intangi-
bles must be inflexible. I don’t know why they can’t be

uniform, and there are conclusions all over the place that they
can’t be, but I would like to know why.

CHAIRMAN BENTLEY: Do you direct that question, Miss
Donnelly, to any person?

MISS DONNELLY: Well, actually it was going to be di-
rected to Mr. Van Dusen.

CHAIRMAN BENTLEY: The Chair will recognize Mr. Van
Dusen for the purpose of answering the question and to speak
in his own right. .

MR. VAN DUSEN: Mr. Chairman, dealing first with Miss
Donnelly’s question, the minority report seems to suggest that
under the majority proposal, the legislature could not deal
separately with intangibles, stocks and bonds. I thought I made
it reasonably clear that under the majority proposal, the uni-
form rule applying to general ad valorem taxation would not
apply to intangibles. The reason is this: the rate of taxation
applied to intangible property producing no income would
amount to a capital levy. The legislature would simply extract
a portion of the capital each year until the total amount of
the capital was gone. And furthermore, intangibles have a
way of escaping ad valorem taxation because it is a little bit
difficult for the assessor to find 5§ shares of American Telephone
and Telegraph.

So, one, the great bulk of the intangibles were not being
taxed under an ad valorem system; two, there was a consid-
erable feeling on the part of the legislature when the intangi-
bles tax was adopted that if the ad valorem tax structure were
applied to intangibles, this would result, in effect, in a capital
levy, and that the wiser way to tax intangibles was on a per-
centage of the income which they produced, which is the
present system of intangible taxation. The majority proposal
would permit the continuation of the present intangibles tax
or some other means of the taxation of intangibles, as would
the minority proposal.

Now let me, if I may, Mr. Chairman—well, perhaps it would
be better to pursue Miss Donnelly’s point.

CHAIRMAN BENTLEY: The lady from Highland Park
still has the floor for purposes of her question.

MISS DONNELLY: But this intangible income producing
is still being taxed uniformly?

MR. VANDUSEN: Yes.

MISS DONNELLY: And your proposal does not mean that
you do not wish it to be taxed uniformly?

MR. VANDUSEN: By no means.

MISS DONNELLY: But it has allowed it perhaps not to
be. Am I correct in that assumption? This is what disturbs me.

MR. VAN DUSEN: Mr. Chairman and Miss Donnelly, both
the majority proposal and the minority proposal permit the
classification of intangible property and the subjection of in-
tangible property to special taxation uniform upon that class
of property. That is the present system of taxation of intangi-
ble property. It would be continued under either the majority
proposal or the minority proposal, unless the legislature chose,
for example, to abolish the intangibles tax and adopt an in-
come tax.

MISS DONNELLY: Thank you.

CHAIRMAN BENTLEY: Now the gentleman from Birming-
ham is recognized to speak in his own right, if he so desires.

MR. AUSTIN: Will you yield to comment on this?

MR. VAN DUSEN: In order to get continuity, I will yield
to Mr. Austin for comment.

MR. AUSTIN: I would like to deal with this intangibles
question while it is fresh in the minds of the delegates. I
believe that the state and local governments attempted to tax
intangibles property under the ad valorem rules prior to 1939,
when it was finally concluded that the intangibles property
should be removed from the ad valorem base and would be
taxed by the state under a specific tax arrangement.

Now, I don’t believe that any of us would at this moment
be willing to admit or conclude that intangibles property is
better taxed under the specific tax arrangement than it would
be under ad valorem. There are some disadvantages in taxing
intangibles under the specific tax arrangement, and I might
add that intangibles property is not taxed uniformly. Intangi-
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bles producing revenue are taxed differently from intangibles
that do not produce revenue.

Now, as to the ad valorem taxation of intangibles, one of the
problems in taxing intangibles, especially intangibles that do
not have a par value, is that they are taxed at what is known
as a stated value and they are not taxed at their real value if
they do not produce any income, and many growth stocks do not
pay dividends, so the state is unable to tax them on the basis
of their dividends; it must tax them on their stated value. If
they were taxed under ad valorem taxation, they could be
taxed on their value, and I believe that the state would actually
realize more revenue from the intangibles tax if they were
being taxed under the ad valorem arrangement rather than
under the present specific arrangement.

CHAIRMAN BENTLEY: The gentleman from Birmingham
still has the floor.

MR. VAN DUSEN: Well, Mr. Chairman, I don’t wish to
engage with Mr. Austin in a lengthy debate of the desirability
of the intangibles tax. I would like to point out, however, the
practical impossibility of subjecting intangibles to our present
ad valorem tax rate. Let’s just take, for example, an individ-
ual that owns $1,000 worth of American Telephone and Tele-
graph company stock. That stock would have produced last
year an income of something in the neighborhood of $35 for
him in dividends. If he were subjected on that property to ad
valorem taxation, and of course it would be assessed at its
full 100 per cent cash value—let’s take the typical community
where the average tax rate may be 25 or 35 mills—he pays
for the privilege of owning that stock on an ad valorem basis for
all of his dividends in ad valorem property tax. This is why
people didn’t report their ownership of stocks for ad valorem
taxation purposes. It is the reason that it didn’t work. It is
the reason that the legislature changed it.

Now, so much for the intangibles tax, because actually under
either Mr. Austin’s minority amendment or the majority pro-
posal, that is a matter left completely up to the legislature, and
the legislature has the complete flexibility and freedom to deal
with it as a class no matter which of these proposals you were
to adopt.

Let me just indicate that, in the first place, much of the
minority report is directed not to the majority proposal which
is before you, but to the present uniformity clause of the
Michigan constitution, and what the majority proposal attempts
to do is to introduce into the system of taxation of property
in this state a greater degree of flexibility than is possible
under the present uniformity clause without, however, per-
mitting the unlimited classification which is suggested by the
minority report.

Bear in mind that the opposite of uniformity, which is what
the majority report seeks in property taxation, is discrimina-
tion. You either have uniformity or you have discrimination.
Now, what the minority report suggests is that the legislature
ought to have the unlimited right to discriminate in subjecting
property to taxation. There just isn’t any question about it.
Classification is a form of discrimination.

Now, a majority of the committee was unwilling to permit
the legislature that degree of flexibility, believing that it was
in the interests of the taxpayers of this state that all who
owned property be subjected to taxation on that property on
the same basis — uniformity. This is the basic structural differ-
ence between the minority amendment which is now before
you and the majority report. We found in our consideration
of the matter that a wide degree of classification now exists
without any constitutional sanction whatsoever.

As a matter of fact, in most Michigan communities it appears
that an informal system of classification exists under which
the property of voters is uniformly assessed at a rate consid-
erably lower than the property belonging to nonvoters. This
_is the kind of discrimination in the imposition of the property
tax which has caused industry to scream loud and long about
the unfair burden of taxation which it bears in the city of
Detroit. It is the kind of problem which the governor’s tax
program tries to alleviate within the framework of the present
uniformity clause. It is the kind of discrimination which the

citizens for Michigan tax program attempts to eliminate. It is
the kind of discrimination which can be and we hope will be
eliminated under the majority proposal.

For these reasons I would urge you not to support the mi-
nority amendment, to vote no on it, and to support the majority
report.

CHAIRMAN BENTLEY: The Chair recognizes the gentle-
man from Muskegon, Mr. Hanna.

MR. W. F. HANNA: Mr. Chairman, I would like to ad-
dress a question or two to Mr. Austin, if I may. Mr. Austin,
can you tell me the number of states that have classification
of real property as would be permitted under your amendment?

MR. AUSTIN: I don’t believe I can tell you how many
have real property, but there are a good number of them that
classify personal property. I would be willing to agree to some
restriction on classifying real property, but none on the per-
sonal property.

MR. W. F. HANNA: Mr. Austin, is the minority familiar
with the Minnesota tax study, where Minnesota permits classi-
fication of real property and assesses at various rates of true
cash value? And if my recollection is correct, labor, farm and
business joined in the Minnesota tax study in recommending
that the classification of real property be dispensed with and
that the uniformity rule be applied to real property.

MR. AUSTIN: I think this is correct. And, as I said be-
fore, I would have no objection to no classification of real
property.

MR. W. F. HANNA: My third question, Mr. Austin: do
you know the number of states that permit classification of
personal property?

MR. AUSTIN: I can’t give you the number of states.

MR. W. F. HANNA: Are you familiar with the Robert
Taft constitutional amendment, passed around 1933-34, allowing
classification of personal property in Ohio, and the Ohio expe-
rience with that classification?

MR. AUSTIN: Yes, I am.

MR. W. F. HANNA: Well, if we adopted -classification,
would we not have to take the second step of the Ohio expe-
rience and provide for the assessment of personal property by
a state department rather than by each local township or city
assessor?

MR. AUSTIN: I am not sure as to whether it would be
necessary to have state assessment, but I think we would all
agree that the assessment would be more equitable. Now,
there is one difference between what is done in Ohio and what
is suggested here. In Ohio the classifications are in the con-
stitution. Here we are proposing that the legislature classify
and the legislature may from time to time make adjustments
in these classifications. But if we fix it in the constitution, we
might be in trouble.

MR. W. F. HANNA: Well, Mr. Austin, after they conclud-
ed and put in the Ohio constitution a part of that proposal,
after due consideration and study, they found that the indi-
vidual assessors would have difficulty in classification and as-
sessment, and I believe it was the conclusion at that time—and
is still the conclusion in Ohio—that the assessing then, once
you get into classification, must be made by trained personnel,
and the source of such trained personnel usually is a state
agency where a given person can specify and be an expert in
oil wells or gas pumps, and so forth.

MR. AUSTIN: You would not object to trained personnel
for assessing here in Michigan, would you?

MR. W. F. HANNA: If you limit your proposal to per-
sonal property and follow the Ohio practice to its end result,
I will support you.

MR. AUSTIN: Very well. We are perfectly willing to agreé
to a change which would prohibit classification of real estate
but permit classification of personal property.

CHAIRMAN BENTLEY: The Chair will ask the gentleman
if he desires to amend his minority report amendment, and
8o, if he has anything in writing.

MR. AUSTIN: No, I don’t have anything in writing because
this was just suggested on the floor.
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CHAIRMAN BENTLEY: I wonder if the gentleman can
prepare something while we continue with the recognition of
other delegates. The Chair recognizes the gentleman from Bay
City, Mr. Higgs, to speak on the Austin amendment.

MR. HIGGS: I have a question for Mr. Austin which I
will defer until be gets finished with what he is doing.

CHAIRMAN BENTLEY: Do you desire to yield the floor?

MR. HIGGS: Yes.

CHAIRMAN BENTLEY: Mr. Austin.

MR. AUSTIN: I would like to suggest that Mr. Binkowski
and Mr. Hanna get together on an amendment if it is possible
to work one out. Meanwhile, I will try to answer some of these
other questions on the floor.

CHAIRMAN BENTLEY: Is the chairman of the committee
gseeking recognition? The chairman is recognized.

MR. BRAKE: Mr. Chairman, ladies and gentlemen of the
committee, I wish to comment on what Mr. Austin had to say
on his minority proposal. We get down to a very clear cut
question of whether or not we shall authorize the classification
of property for ad valorem taxation. I want to admit in the
first place that I came to the convention quite inclined to think
that we might permit a limited classification, particularly a
distinction between real property and tangible personal prop-
erty, and the idea I had in that connection was that personal
property was being taxed too high in many places and that a
classification might permit a lower taxation of personal prop-
erty. I thought—as I still think — that if there is any one
tax being used in Michigan which has an adverse effect on our
so called economic climate, it is the ad valorem taxation of
tangible personal property.

We had a great many experts before the committee. Some
of them thought that the classification of property, at least on
a permissive basis to the legislature, was a good thing. A great
many of them warned us that wherever it is tried it doesn’t
work, and that we ought not to go into it. But on one thing,
so far as I was able to learn from their testimony, they uni-
versally agreed that what I had in mind wouldn’t work out. If
we were to permit classification of personal property on a
different basis than real estate, instead of getting that per-
sonal property tax down, we were going to find it going up,
and to that I certainly was opposed and I am still opposed.

We think that we have given the legislature everything that
it needs to take care of certain kinds of personal property by
a tax other than an ad valorem tax. If the legislature, for
instance, should find that farm machinery that Mr. Austin has
mentioned, which works only 2 or 3 or 4 days a year, should
be subject to a specific tax instead of the ad valorem tax, that
can be taken care of. If they find that our personal property
tax is having an adverse effect on,our industrial climate and
wish to make a classification of tools and dies and tax them
on a specific part of their cost or some other basis rather than
ad valorem taxation, that they can do.

A majority of the committee is opposed to a general release
from the uniformity clause and opposed to the ability on the
part of the legislature or by constitutional provision to au-
thorize classification of ad valorem taxation.

CHAIRMAN BENTLEY: The Chair recognizes the gentle-
man from Detroit, Mr. Binkowski.

MR. BINKOWSKI: Mr. Chairman, ladies and gentlemen of
the committee, I would like to emphasize the point that the
minority is not advocating any particular type of classification
or any particular type of program. Again, the issue is flexibil-
ity. We are writing a basic document, and the question is to
what extent you want to tie the hands of the legislature.

Now, we don’t want to get involved here with the merits or
demerits of any particular type of Ohio classification. The
question is whether you leave all these details to the legis-
lature or not. Let them decide. They have more time and
perhaps even better experts than we had in our committee on
finance and taxation.

Now, we just spent a couple of months hitting some of the
high points in these areas. So the question is not any particu-
lar type of classification or system or anything else. Again,
the question is flexibility. Do you want to untie the hands of

the legislature so that in the next 25 or 30 or 50 years some
type of proposal or some type of program which has been found
workable in another state or which can be devised will then
be able to be put into effect? And we maintain that under the
rigid uniformity rule which the majority has suggested, the
legislature will not be able to do this.

Now, the second point with respect to discrimination: one
of the points that we neglected to put in our report is that
you have an equal protection clause both in the state consti-
tution and in the federal constitution so that no one can dis-
criminate against anyone within any class unreasonably. There
will have to be a reasonable classification. And anyone who
has studied this matter knows that those guarantees afforded
by the equal protection clauses give you the type of protection
that you need with respect to uniformity.

So again — I sound like a broken record — but the question is
flexibility.

CHAIRMAN BENTLEY: Will the gentleman yield to the
gentleman from Birmingham at this point? You have the floor,
do you yield to the gentleman from Birmingham?

MR. BINKOWSKI: By all means.

MR. VANDUSEN: I think, Mr. Chairman, Mr. Binkowski
perhaps draws the issue rather sharply. I think that there is a
question here as to how much unlimited flexibility you want
to give the legislature in the area of taxation. I think that we
all recognize that a constitution is a limiting document so far
as the powers of the legislature are concerned, and certainly
there is no area of legislative power which must be more care-
fully defined than the power to tax.

It is a cliche, but the power to tax is the power to destroy.
Therefore, the people in establishing the basic document of the
state should reasonably impose some limitations on that power,
and the limitation requiring the legislature to impose taxation
uniformly is, it seems to me, a highly desirable limitation.

CHAIRMAN BENTLEY: Is the gentleman from Bay City
seeking recognition at this time, Mr. Higgs?

MR. HIGGS: Mr. Chairman, I have 2 questions that I
would like to direct to Delegate Austin, and perhaps I had
better direct the first one and yield to him and then direct the
second. The first question has to do with the statement of
Delegate Brake. I too feel that the personal property tax as
it is presently being levied in Michigan is a burdensome and
unfair tax and that some relief in this area would be desirable,
but what do you say about the statement of Delegate Brake
that this provision is likely to result in a revision upward of
the personal property tax?

MR. AUSTIN: It would be left to the legislature to decide
whether it wanted to lower or raise. It would be entirely up
to the legislature. And let me remind you that when we talk
about the taxation of personal property, we have to consider
that there are all types of commercial enterprises that are
involved. We like to make distinctions, for example, between
those industries or commercial interests that are job producing
and those that are not, and it is quite conceivable that the
legislature may want to classify, for purposes of taxation, the
personal property of job producing industry, particularly those
that do not need to locate in Michigan but whom you may be
interested in attracting to the state of Michigan, differently
from the property of those businesses that must feed off the
local economy.

And to be a little more specific, let us consider an automobile
manufacturer who is thinking seriously of decentralizing his
operations, and in order to be closer to markets may want to
locate elsewhere. He may be encouraged to remain in Mich-
igan if we are able to classify personal property so that there
is some advantage given to him. On the other hand, let us
consider a retailer, a department store. If a department store
is to do business in a community, it must be located in that
community, and there may not be the same reason for giving
a similar type of concession. In other words, it is a matter of
recognizing that there are different problems, different incen-
tives, and we ought to leave it to the legislature to work them
out and to make the best determination for all of the people of
Michigan.
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MR. HIGGS: My second question: in reading the commit-
tee proposal, section a, the first sentence provides for a uniform
rule with regard to general ad valorem taxation. In line 21
the same proposal provides that every other tax shall be uni-
form upon the class in which it operates.

And I note that in your proposal, you state that your pro-
vision applies to ad valorem and other taxes which shall be
uniform within the classes of persons or property to which
they are applied. I would like to ask what other taxes—other
than ad valorem taxes—are involved, and whether or not this
would apply to the income tax.

MR. AUSTIN: Well, there is a separate minority report on
the question of the income tax, and rather than get into a
lengthy discussion of the income tax at this time, I would like
to defer comment on it, except to say that the minority has no
objection to uniformity within classes on any tax, whether it be
specific tax or whether it be property tax. It is just that we
don’t feel that there should be general uniformity. We don’t
believe that you can apply a tax to all classes of property or
all classes of subjects in exactly the same form, and I would
like to just give you one brief example. I believe you are
familiar with the inheritance tax. I think you are aware that
there is a graduated rate structure in the inheritance tax. In
designing the inheritance tax, it was concluded that it was
advisable to have lower rates on lower amounts of property
that are being transferred on death to other persons, and as
the amounts increase, the rate is increased, and this, of course,
has been established by the courts as being uniformity within
classes, and we see no reason why this should not be continued.

MR. HIGGS: Mr. Chairman, just one final conclusion then
that I would draw: if Delegate Austin’s interpretation of the
igheritance tax structure is correct as applied—this language
as applied to that tax—it would seem the same conclusion
would apply then to the income tax and that uniformity within
classes would permit a graduated income tax, would it not?

MR. AUSTIN: Well, of course, it is very difficult for the
minority to see how you can permit graduation under inheri-
tance and not permit graduation under income. But again,
may I suggest that we defer our discussion on the income tax
until we get into that section, because that is going to be
another long subject.

MR. HIGGS: Well, Mr. Chairman, then I would conclude
with the fact that I would find it difficult to vote on this par-
ticular minority report amendment if we must defer discus-
sion on that particular proposition.

CHAIRMAN BENTLEY: Does the gentleman from Bay
City yield to the gentleman from Birmingham, who is seeking
recognition, a member of the committee?

MR. HIGGS: Yes.

MR. VANDUSEN: Mr. Chairman, I would just like to
comment briefly. Mr. Austin raised the question of the inheri-
tance tax and may have left the inference that if the commit-
tee proposal were adopted, the present inheritance tax could
not be continued. This is, of course, not the case. The com-
mittee proposal envisions the continuation of the inheritance
tax on exactly the same basis as it is presently imposed.

CHAIRMAN BENTLEY: The Chair recognizes the gentle-
man from Detroit, Mr. Nord.

MR. NORD: Mr. Chairman, in an effort to get this discus-
sion to a determinative phase, I would like to state the issues
a8 I see them, what the issues are and also what the issues
are not. As I see it, 2 issues have been raised by various dif-
ferent people. One issue is discrimination. The other is flexi-
bility. I would like to make some comments about those 2
issues, and then I would like to comment on what is not the
issue.

First of all, as to discrimination: Mr. Van Dusen has spoken
‘in very glowing terms against discrimination. I join him in
that noble motive. I don’t believe in discrimination. I doubt

whether anybody here will raise his hand and say that he

supports discrimination. We already had 2 unanimous votes
ifn this convention which indicate that we don’t believe in
discrimination, and if we did believe in discrimination, it would
make no difference, as Mr. Binkowski pointed out; we are not

permitted to discriminate because the federal constitution has
a provision known as equal protection of the laws. It has had
that for over 100 years. That has always been available to
the people of the state.

I might say that I am very impressed with the equal pro-
tection of the laws clause in the United States constitution.
There are suits pending right now which bear on some of the
matters before us which relate specifically to that section, so
you can be sure that I certainly support the idea of equal pro-
tection of the laws. But equal protection of the laws does not
mean that the majority proposal is correct. It only requires
uniformity within classes, not uniformity in every respect, pro-
vided the classes are reasonable, provided the distinction be-
tween one class and another is reasonable. If that is so, it
does require uniformity within those classes.

Now, that is part of the federal law and it governs the state
of Michigan. But I realize that up to this time, we did not
have an equal protection of the laws clause within our own
constitution, and if anyone wished to urge the equal protection
of the laws, he would have to rely on the federal constitution.
Of course, that did govern the state courts of Michigan in any
event. But I would like to call to your attention that we
have considered this very subject in this convention and we
have decided to incorporate our own equal protection of the
laws clause for the first time. We now have adopted an equal
protection of the laws clause that is not in the Michigan Con-
stitution of 1908. It will be in this constitution. Now, if we
put that in, we don’t need some things that were in before,
and one of the things we don’t need that was in before is this
specific language that there must be uniformity, with no ifs,
ands or buts.

The correct approach now under the equal protection of the
laws clause is basically that suggested by the minority report.
I noted that when Mr. Binkowski brought this question up
about equal protection of the laws and pointed out that dis-
crimination is not a question whatever here, Mr. Van Dusen,
replying, implicitly agreed with him. He dropped the question
of discrimination, which I think is the correct thing to do, and
he limited his remarks to flexibility, and it seems to me that
we can agree that discrimination is not the issue; flexibility
is the issue.

Now, as to flexibility, this is one of the most baffling
questions that comes before the convention. On one day
some of us are in favor of flexibility and the next day we
are against it and the next day we are for it. It seems to be
some mysterious thing which drives us to alternate like an
alternating current on this question. It seems to me that we
ought to make up our minds whether we are for flexibility or
whether we are not, and if we are for it, under what circum-
stances we are, and under what circumstances we are not.
I recall in the questions about earmarking many of us said
we did not want flexibility. Others said they did. I recall
taking the floor on this subject myself, and I said, “To me,
flexibility, or earmarking, which is an example of it, is not a
basic principle of morals but it is a question of practicality
and it depends on the facts.” And I stated—I believe this is a
correct approach — that we should always be for flexibility
unless we have a darn good reason not to be in a specific case.

Now, when it comes to earmarking of school funds I thought
that the history of this state and the experience of the people
here showed that we had to have earmarking of school funds.
I favored that. I opposed earmarking for highways because I
didn’t think experience dictated that we needed to do that.

Now, when it comes to this particular question of taxes and
the fear that if there is flexibility, something will go wrong, I
raise this question: is there any evidence to justify that fear?
Has something gone wrong in the history of the state of Mich-
igan with respect to something wrong that the legislature has
sought to do or has done with respect to mnonuniformity of
taxes?

Here, it seems to me, we don’t have any historical evidence
to show that we should be afraid of flexibility and, in my
opinion, when we have no reason to fear, based on experience,
flexibility for the legislature, we should adhere to flexibility for
the legislature. Now, I would like to point out what I believe
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is not the issue. I stated that, in my opinion, discrimination
had been raised as an issue but it has been removed. Flexibil-
ity remains the issue. What is not the issue? What is not the
issue is what type of classification would be a nifty idea.
Nobody knows what type of classification at this point would
be a good idea, and as far as I know, no one has suggested a
scheme for classification. That is not the issue.

The issue is whether the legislature within the next 50 years
should have the opportunity to investigate that question and
determine the answer for itself. I would also like to point out
that we have to make certain calculations and deductions and
guesses as to the future, the next 50 years, in order to be
certain that the majority proposal is correct. We have
to assume that there never can be a proper scheme of classifi-
cation. We have to be sure that we know all the different
kinds of property that will exist within the next 50 years, and
that none of them will require separate classification. How
are we going to be sure what kinds of properties, even, to say
nothing of what kind of classification schemes might exist?

I noted that several delegates pointed out that certain kinds
of property already ought to be thought of in different terms
than other kinds. It was pointed out by some people that real
property is not exactly to be treated the same as personal
property. It was also pointed out by another delegate that
tangible personal property ought not to be necessarily treated
the same as intangible personal property.

I suggest that there are reasons to suspect that there may
be these kinds of possible distinctions between one kind of
property and another, and there might even be other kinds of
property that we know nothing about which could exist within
the next 50 years. When in doubt, and when there is no history
to show a reason why we should fear giving the leglslature the
power, I think we should give it.

I think further that what we are faced with now is not a
logical reason for the majority proposal. I know of no reason
that has been advanced in favor of it except discrimination,
but that has been removed, in my opinion, as an issue. What
reason is left over after that? It seems to me only one reason
is left over, and that is just plain fear. I don’t believe that
we should glorify fear for fear's sake. If there is a reason for
fear, we should be fearful, but if not, let’s not raise fear to a
constitutional principle. I support the minority report amend-
ment.

CHAIRMAN BENTLEY: The Chair recognizes the chair-
man of the committee, Mr. Brake.

MR. BRAKE: I move the committee rise.

CHAIRMAN BENTLEY: Before the Chair puts that mo-
tion, Mr. Brake, he would like to state that the following are
on the list as having requested recognition: the gentleman
from Hillsdale, Mr. Prettie; the géentleman from St. Clair
Shores, Mr. Snyder; the gentleman from Detroit, Mr. Ostrow;
the gentleman from Detroit, Mr. Ford; the gentleman from
Ypsilanti, Mr. Lawrence; the gentleman from Ridgeway, Mr.
Upton ; the lady from Dearborn, Mrs. Cushman.

The motion is that the committee do now rise. All those in
favor vote aye. Those opposed?

The motion prevails and the committee will rise.

[Whereupon, the committee of the whole having risen, Presi-
dent Nisbet resumed the Chair.]

. PRESIDENT NISBEST: The Chair recognizes Mr. Bent-
ey.

MR. BENTLEY: Mr. President, the committee of the whole
has had under consideration several items on the general orders
calendar on which the secretary will give a detailed report.

PRESIDENT NISBET: Mr. Chase.

SECRETARY CHASE: Mr. President, the committee of
the whole has had under consideration Committee Proposal 43,
A proposal pertaining to aliens and property rights; Com-
mittee Proposal 44, A proposal pertaining to the schedule;
Committee Proposal 49, A proposal with reference to the bor-
rowing of money by public corporations and bodies; and Com-
mittee Proposal 50, A proposal to require the legislature to
provide sufficient taxes to meet the state’s expenses covering

the substance of section 2, article X of the 1908 constitution;
reports these proposals back to the convention without amend-
ment and with the recommendation that they do pass.

PRESIDENT NISBET: Without objection, Committee Pro-
posals 43, 44, 49 and 50 will be referred to the committee on
style and drafting.

For Committee Proposal }3 as referred to the commitiee on
style and drafting, see above, page 845. .

For Committee Proposal }4, as later amended and referred to
the committee on style and drafting, see below, page 866.

For Committee Proposal }9 as referred to the committee on
style and drafting, see above, page 852.

For Committee Proposal 50 as referred to the committee on
8tyle and drafting, see above, page 853.

SECRETARY CHASE: The committee of the whole has
also had under consideration Exclusion Reports 2016, 2017,
2018, 2019, 2020, 2021, 2022, 2023, 2024, 2025 and 2026; and
reports these exclusion reports back to the convention without
amendment and with the recommendation that they be adopted.

PRESIDENT NISBET: The question is on the adoption of
the exclusion reports as listed. Those in favor say aye.
Opposed, no.

Exclusion Reports 2016, 2017, 2018, 2019, 2020, 2021, 2022,
2023, 2024, 2025 and 2026 are adopted and referred to the com-
mittee on style and drafting.

For Exclugion Report 2016 as referred to the commitiee on
style and drafting, see above, page 845.

For Exclusion Report 2017 as referred to the committee on
style and drafting, see above, page 846.

For Ewxclusion Report 2018 as referred to the committee on
style and drafting, see above, page 846.

For Ezclusion Report 2019 as referred to the committee on
style and drafting, see above, page 850.

For Exclusion Report 2020 as referred to the commitiee on
style and drafting, see above, page 850.

For Ezclusion Report 2021 as referred to the committiee on
style and drafting, see above, page 851.

For Exclusion Report 2022 as referred to the committee on
style and drafting, see above, page 851.

For Ezclusion Report 2023 as referred to the committee on
style and drafting, see above, page 851.

For Exclusion Report 202} as referred to the committee on
8tyle and drafting, see above, page 851.

For Exclusion Report 2025 as referred to the commitiee on
style and drafting, see above, page 852.

For Exclusion Report 2026 as referred to the committee on
style and drafting, see above, page 852.

Mr. Higgs.

MR. HIGGS: Mr. President, did we vote on Committee
Proposal 44? It seemed to me that was referred to style and
drafting without any vote in the convention. I have an amend-
ment. I was seeking recognition at that time.

PRESIDENT NISBET: Without objection, we will return
to the reference of Committee Proposal 44 to committee and
Mr. Higgs can offer his amendment.

MR. HIGGS: It is the same amendment which I made in
the committee of the whole. I have another copy of it.

SECRETARY CHASE: This is a proposal from the com-
mittee on miscellaneous provisions and schedule, Committee
Proposal 44, A proposal pertaining to the schedule.

Mr. Higgs offers the following amendment to the proposal:

1. Amend page 1, line 16, after “individuals,”, by insert-
ing “partnerships,”.

MR. BOOTHBY: Mr. President, I move that we rma
until 2:00 o’clock this afternoon. :
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previous question. A division has been demanded. Is the de-
mand supported? A sufficient number up.

The question now is: shall the previous question now be put?
"Those in favor say aye. Opposed, no.

The motion prevails. The question is now on the amendment.
Those in favor will vote —

MR. BOOTHBY: Mr. President, I call for a record roll
call vote.

PRESIDENT NISBET: A record roll call vote has been
demanded. Is there a sufficient number up for that? A suf-
ficient number up.

Now the question is on the amendment. Mr. Chase will read
the amendment.

SECRETARY CHASE: Pending is the amendment:

[The amendment was again read by the secretary. For text,
see above, page 864.]

PRESIDENT NISBET: Those in favor of the amendment
will vote aye. Those opposed will vote no.

SECRETARY CHASE: Has everyone voted? The machine
is locked and the votes will be recorded.

The roll was called and the delegates voted as follows:

Yeas—63
Anspach Higgs Richards, L. W.
Austin Howes Rood
Baginski Hubbs Rush
Blandford Hutchinson Shaffer
Bledsoe Iverson Shanahan
Bonisteel Leibrand Sharpe
Boothby Liberato Sleder
Brake Lundgren Spitler
Butler, Mrs. Madar Stafseth
Conklin, Mrs. Mahinske Sterrett
Cudlip MecAllister Stevens
Dehnke McCauley Thomson
Donnelly, Misg McLogan Tubbs
Doty, Dean Ostrow Turner
Faxon Pellow Tweedie
Finch Perlich Upton
Garvin Powell Van Dusen
Gover Prettie Wanger
Greene Pugsley ‘White
Gust Radka Wood
Heideman Richards, J. B. Yeager

Nays—67
Andrus, Miss Follo Millard
Batchelor Gadola Mosier
Beaman Goebel Murphy
Bentley Hanna, W. F. Nord
Binkowski Hannah, J. A, Page
Brown, G. B. Hart, Miss Perras
Brown, T. S. Haskill Plank
Buback Hatch Pollock
Cushman, Mrs. Hodges Rajkovich
Dade Hood Sablich
Danhof Judd, Mrs. Seyferth
Davis Kelsey Shackleton
DeVries King Snyder
Doty, Donald Kirk, S. Staiger
Douglas Knirk, B. Stamm
Downs Koeze, Mrs. Stopczynski
Durst Krolikowski Suzore
Elliott, A. G. Kuhn Walker
Elliott, Mrs. Daisy Leppien Wilkowski
Hrickson Lesinski ‘Woolfenden
Everett Martin Young
Farnsworth McGowan, Miss Youngblood

On the amendment, the yeas are 63 ; the nays are 67.
PRESIDENT NISBET: The amendment is not adopted.

- Committee Proposal 44, as amended, is reterred to the com-
mittee on style and drafting.

Following i8 Committee Proposal 44 as amended and referred

to the committee on style and drafting:

The committee recommends that the following
be included in the constitution :

That no inconvenience may arise from the changes
in the constitution of this state, and in order to carry
the same into complete operation, it is hereby declared that:

Sec. a. All laws not repugnant to this constitution,
shall remain in force until they expire by their own
limitations, or are altered or repealed.

Sec. b. All writs, actions, suits, proceedings, -civil
or criminal liabilities, prosecutions, judgments, sentences,
orders, decrees, appeals, causes of action, contracts, claims,
demands, titles and rights of individuals, partnerships,
bodies corporate, and of this state or any subdivision
or agency thereof existing on the effective date hereof
shall continue unaffected except as modified in accordance
with the provisions of this constitution.

Sec. ¢. All officers filling any office by election or
appointment shall continue to exercise the duties thereof,
according to their respective commissions or appoint-
ments, until their offices shall have been abolished or
their successors selected and qualified in accordance
with this constitution or the laws enacted pursuant
thereto.

Sec. d. The attorney general of the state shall recom-
mend to the legislature at the commencement of the next
session such changes in existing laws as may be deemed
necessary to adapt the same to this constitution.

Mr. Chase will read.

SECRETARY CHASE: The committee of the whole, Mr.
President, has also had under consideration Committee Pro-
posal 51, and has come to no final resolution thereon. This
completes the report of the committee of the whole.

PRESIDENT NISBET: It has been suggested that during
the afternoon session, at approximately 3:20 or 3:30, in order
to have a little relaxation and rest, the chairman of the com-
mittee of the whole will suggest that the committee stand at
ease for 5 or 10 minutes. That will be his prerogative.

Mr. Bentley.

MR. BENTLEY: Mr. President, I move that the con-
vention resolve itself -into committee of the whole for con-
sideration of items on the general orders calendar.

PRESIDENT NISBET: The question is on the motion of
Mr. Bentley. Those in favor say aye. Opposed, no.

The motion prevails. Mr. Bentley.

[Whereupon, Mr. Bentley assumed the Chair to preside as
chairman of the committee of the whole.]

CHAIRMAN BENTLEY: The committee will be in order.
The pending business before the committee is Committee
Proposal 51, the minority report ¢ amendment of Mr. Austin and
others to the committee proposal.

For minority report c, see above, page 856.

The Chair has several individuals who have been seeking
recognition, but there has been a request from the sponsor of
the pending amendment to clarify 1 or 2 items and, without
objection, the gentleman from Detroit, Mr. Austin, will be
recognized out of order at this time.

MR. AUSTIN: Thank you. Mr. Chairman, ladies and
gentlemen of the committee, I would like you to refer to
Journal 73, page 528, and Journal 69, page 404. The minority
report is on page 523, and the minority proposal is that “The
legislature may by law authorize or impose ad valorem and
other taxes which shall be uniform within the classes of
persons or property to which they are applied.” A question haS
been raised by the inclusion of the language “and other taxes”
at this point in the committee’s proposal, and if you will refer
back to page 404, the first sentence of the committee’s proposal
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which the minority proposal seeks to replace is as follows:
“The legislature shall provide by law a uniform rule governing
the general ad valorem taxation of real property and tangible
personal property”; with no reference to “other taxes.” The
last paragraph of the committee proposal reads, “Every other
tax shall be uniform upon the class on which it operates.” This
is language that the committee included to take care of taxes
other than property taxes.

We have 3 minority reports on this same article or this
same section. One of our minority report amendments seeks
to delete that last paragraph, and since we are suggesting
that the last paragraph be deleted, it was necessary that
we include in our first sentence the reference to other taxes.
I thought this point ought to be made clear because it was
raised earlier as to why we did include other taxes in our
substitute.

CHAIRMAN BENTLEY: The Chair recognizes the gentle-
man from Hillsdale, Mr. Prettie.

MR. PRETTIE: Thank you. Mr. Chairman and fellow
delegates, I have a question that I wish to address to Mr.
Austin with reference to the minority report amendment that
we have under consideration. I would also appreciate any
comments that Mr. Van Dusen or other sponsors of the com-
mittee report might wish to make following Mr. Austin’s
comments or answer to my question. Probably in presenting
this question, I will display my abysmal ignorance of the sub-
ject under consideration, but as I understand it, we are start-
ing from sections 3, 4, 7 and 8 of our present constitution, which
I have examined and which seem to refer to the subject of uni-
formity, either ad valorem or within classes as to specific taxes,
on property.

We have had a very enlightening debate this morning on
uniformity versus flexibility and -classification versus dis-
crimination. So far in this presentation I have heard dis-
cussion only as to the matter of classification as it applies
to property, except possibly a rather oblique reference in a
reply to a question by Mr. Higgs having to do with classifi-
cation of personal property of industries versus those inven-
tories and so on of stores and other business entities.

My question, Mr. Austin, is this: in your minority report
you refer not only to classification of property but you
refer also to classes of persons. Would you please elaborate on
the meaning of that language in this minority report.

MR. AUSTIN: The reference to persons, again, applies to
the last paragraph of the committee report, which states
that “Every other tax shall be uniform upon the class on
which it operates.” The intention of the minority report is to
indicate that, in reference to other taxes, there may be some
necessity for including language which would indicate that
these taxes must be uniform upon the classes of persons to
whom they apply.

If, for example, we were going to levy an income tax,
you had persons who had incomes, say, of $5,000 and persons
with incomes of $10,000, you would be permitted to levy a
different rate of tax upon persons in these different classes.

Now, I would certainly assume that anyone who opposes the
80 called graduated income tax would probably be opposed
to uniformity within classes of persons, but this is to make
clear what the intent is.

MR. PRETTIE: Thank you very much. Then, briefly
stated, as I understand it, the language ‘“classes of persons”
is necessitated in order to be consistent with the other amend-
ment providing for a graduated income tax?

MR. AUSTIN: Well, let us say it is necessary to the
minority report amendment to make sure that a graduated
income tax would not be prohibited.

MR. PRETTIE: Thank you, Mr. Austin. I am wondering if
Mr. Van Dusen, as one of the sponsors and the speaker for the
committee on the majority report, would care to comment
on Mr. Austin’s answer.

CHAIRMAN BENTLEY: The gentleman from Hillsdale
yields to the gentleman from Birmingham.

MR. VANDUSEN: I think my only comment, Mr. Chair-
man, would be that Mr. Prettie’s question and Mr. Austin’s

answer point up the degree of classification and, in my
judgment, discrimination which is contemplated by this
minority report amendment. That is one of the reasons that
the majority feels that uniformity in property taxation is desir-
able.

CHAIRMAN BENTLEY: The Chair recognizes the gentle-
man from S8t. Clair Shores, Mr. Snyder.

MR. SNYDER: Thank you, Mr. Chairman. I arise to sup-
port the position of the minority of the committee. I feel that
their position is well taken. And I note with specific interest
subsections a, b and c of their report. I feel that the matters
contained in subsections a and b have already received some
discussion, and I feel that I would like to confine my com-
ments to subsection ¢, because this is one which I am a
little bit more familiar with. We have here a question of
encouraging economic climate in Michigan, and I will point out
that when you attempt to encourage economic climate, you
must recognize the entire scale. And I speak, coming back
recently from my community in which last week members of
the local chamber of commerce at one of their meetings asked
what were we as delegates doing at the convention to attempt
to encourage the smaller businessmen to withstand the rivers
and the hazards of today’s political and economic climate.
I told them it was my opinion that we sincerely were going
to try to look into these matters that affected them vitally.

And I feel that here we have one that cuts very close
into the question of whether they will survive or not survive.
I was very fortunate to have in my files a communication
dated September 6, 1961, from Bill Crouchman, our -city
assessor. We didn’t anticipate this problem, but we were
exploring methods by which we could come in and present to the
people at this convention some of the problems confronted
by the folks back home. And as of this date, Bill Crouchman,
our hometown local assessor, who at that time had, I am sure,
no idea that he would appear in the official records of the
convention and possibly even make a contribution, gave me
a communication. This is addressed to myself from Bill
Crouchman, the city assessor of the city of St. Clair Shores.
Subject, personal property taxation. He starts out:

The personal property tax includes such items as stocks,
fixtures, furniture, signs, machinery and goods on consign-
ment.

Then there is one paragraph here which I feel is pertinent. He
says — and this is quoting Bill:

Personal property tax seems unfair in many respects,
such as neighborhood hardwares that must keep a stock
of $20,000 to $30,000 to be successful and pay on this
amount. Compare this with the real estate office, which
perhaps has a total value of $500 to $800, and pays on
that amount. By the end of the year, each may net
the same profits, but the hardware man has a much larger
investment to do so.

Another example is stock in the process of being
machined and must be claimed by the machine shop doing
the machining although not owned by the same,

If you have any further questions, I will be happy to
answer them if possible.

Now, one of the arguments that was advanced by the speakers
in opposition to the amendment today was the fact that a close
look at this type of an assessment would require an assessor
that was skilled and knew his job. I don’t think that this
is an argument that we should hold against this thing,
because wherever possible we should encourage people who
are doing the assessing work to be skilled and to do a job.
I will admit that it may cause a temporary inconvenience to
some, but I feel that it may mean survival to a very important
segment of our economy, the fellow back home who many of
us have contact with who is groping, seeking and searching
for methods to survive under today's very difficult economie
climate, and certainly I hope that you can take Bill Crouch-
man’s word back home to your heart and try to give him, the
small businessman, the relief that he so rightfully needs.

I feel that the minority report amendment does move along
in this direction, and I would support it.
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CHAIRMAN BENTLEY: The Chair recognizes the gentle-
man from Detroit, Mr. Ostrow.

MR. OSTROW: Mr. Chairman, ladies and gentlemen of
the committee, I am one of the delegates who signed the
minority report, and as a matter of fact I was the one who
made the motion in the taxation committee to have the minority
report included in the present constitution. First I would
like to point -out that the subject under discussion in this
minority report, the 50 per cent limitation on taxation and
the prohibition against an income tax, are not interrelated
in this discussion. Each was separately treated by the majority
of the members, and each is separately treated by the minority
reports.

Now, I would like to address myself to some of the state-
ments that were made by previous speakers. Mr. Van Dusen
sald that most of the businesses that moved out of Detroit
that he was familiar with moved out of Detroit because of
discrimination in real estate taxes. That has not been my
experience. In every instance that I know of where anybody
moved out of Detroit because of taxes, it was because of the
unfair burden of the personal property taxes.

Now, it is not just a Detroit problem; it is a state problem,
and a lot of other states have the same problem with personal
property taxes. There exists—or there did exist when I

lived in California — a string of warehouses in Arizona whose -

sole purpose was to hold inventories for California merchants
who found it economical to have inventories in Arizona to
escape burdensome California personal property taxes.

Now, Mr. Van Dusen referred to the discrimination that
might exist if we went to uniformity by -classification. I
submit that there is no such problem. As a matter of fact,
from the standpoint of job producing industry, there is dis-
crimination under the present system. If you invest a thousand
dollars in stocks or bonds, you have a lower, more favorable
intangibles tax rate, but if you invest that same thousand
dollars in job producing machinery, you must pay the same
tax that you pay on real estate. This is even more burdensome
when you have either inventories or machinery that do not
produce income, that are not used in manufacture. For
example, I know of several instances where Ohio manu-
facturers of heavy equipment wanted to establish sales and
service warehouses here, bring in equipment, put them under
power, merely for the purpose of demonstration, but because
of the burdensome personal property rate on that equipment
here by comparison with Ohio, they found it more advantageous
to keep them in Ohio. Let’s assume, for example, you were
a distributor or a wholesaler. You were serving Michigan,
Ohio, Indiana — there are parts of the state where a matter
of a few miles you are in one state or another. These ware-
houses, where you pay personal property tax on merchandise
that just lies there waiting to be shipped, the difference in tax
on that merchandise can make a difference in the choice of
location of Michigan, Ohio and Indiana.

Now, some point was made of the fact that if you have
uniformity by classifications with separate treatment of per-
sonal property, that you would have to have skilled assessors.
‘We hope that in all property that is assessed, the assessors
know their business, whether it is real property, personal
property or any other property. The same property that is
today being assessed will continue to be assessed, but by a
different method. On an ad valorem basis it will not require
any greater skill to assess it at a different rate than it requires
today to assess it on the same rate as real estate because the
valuation problem is the same. It is the rate that you apply
to the valuation that might conceivably be different.

Now, if we are going to have fairness in taxation, as we are
getting in to more and more different kinds of property, the
legislature over the next 50 years must have the leeway to
classify that property so that it is fair not only to the per-
sons being taxed but to the persons in other classifications so
that the tax, while resulting in income to the community, at
the same time will not be a deterrent to the growth of our
industry and our general business climate.

CHAIRMAN BENTLEY: Does the gentleman from Detroit

desire to yield to the gentleman from Birmingham, Mr. Van
Dusen, for a question or a reply?

MR. OSTROW : Yes.

MR. VAN DUSEN: Thank you, Mr. Ostrow. Mr. Chair-
man, I would just like to comment briefly, because Mr. Ostrow
did comment on a couple of points which I had made, that I
believe Mr. Ostrow has rather eloquently demonstrated the
reason why a majority of the committee asserts the need for
uniformity. I completely agree with Mr. Ostrow that the
discrimination in Detroit is between real property and personal
property, with personal property bearing a heavier burden of
assessment and a heavier burden of taxation. Every industrial
taxpayer who is subject to the personal property tax in the
city of Detroit who came before our committee strongly urged
uniformity of assessment as between real and personal
property. I think that the examples Mr. Ostrow has given
eloquently testify to the need for uniformity.

‘We have operated under a constitution which requires uni-
formity which has been honored in the breach, particularly
in Wayne county — but it is not confined to Wayne county by
any means—by an assessment practice which assesses real
property at a considerably lower level than personal property.
All we are asking is that they be put on a parity. This minority
amendment would simply throw the mantle of respectability
over the unconstitutional practice of discriminatory assessment
which has prevailed for 20 years or more.

CHAIRMAN BENTLEY: The gentleman from Taylor, Mr.
Ford, is recognized.

MR. FORD: 1 simply want to take issue with Mr. Van
Dusen’s conclusion that the practice has been unconstitu-
tional. This has been tested. All of the local units of govern-
ment around Wayne county have had the experience of being
before the tax commission annually for a number of years now
with Detroit Edison, Michigan Consolidated Gas, Ford Motor
company and General Motors wherever they own property.
We all have had the experience with Detroit Edison and
Michigan Consolidated because they go into every community
in Wayne county. And for years they have argued as Mr. Van
Dusen is arguing now and they have been quite successful
before the tax commission in making adjustments in their
taxes.

What Mr. Van Dusen is saying in effect is that in those
communities where it is now the practice to assess individual
homes at a lower level of actual cash value than personal
property, such as the inventory in the business and the machin-
ery in an industry, and such as the gas lines in place and
the poles and wires of the utilities, we will even this all up,
and by evening it all up, he doesn’t mean we are going to
leave the utilities where they are and bring the others up to
them ; we will bring them down and we will make up the differ-
ence in financing local government by raising the taxes on the
individual homeowner. That would be the end result of what
the committee is seeking to do with this coupled with the
other provision.

CHAIRMAN BENTLEY: Mr. Upton.

MR. UPTON: Speaking as a member of the taxation and
finance committee, we have looked into this matter for many
months. I would like to disagree with Dr. Nord’s remarks
that this is not a discriminatory idea. To me, Dick Austin
brought out the point that we were all fearful of in our
committee; namely, that a tax commission could give leeway
to one industry and not another. If an industry wants to
stay in Michigan, he says, we can give them tax relief.
However, if he can’t leave Michigan, we will tax them at a
good rate. This is the thing that uniformity prevents, and I
believe that the people of Michigan expect uniformity in the
real estate and personal property taxes.

As you note in our committee report, we have attempted to
eliminate the wide variety of taxes you can get in this limit
by bringing it down to 50 per cent. I know we are not dis-
cussing that point at this time, but this is the purpose of the
committee’s report. The difference that a tax commission or
tax authority would give to one business or another, I believe,
would be a detriment to our business climate here in Michigan.
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So therefore, I believe that it is a discriminatory item that we
are concerned with and not just a plain flexibility one.

Yesterday I was arguing for flexibility. I am still arguing
for flexibility, but we in this constitution must establish the
guidelines for a tax base, and once those are established, then I
would like to see our legislature have an entire flexibility to
spend the revenues that will be coming in from these taxes
that we have established as a guide and as a base. Therefore,
I hope that the committee of the whole will oppose this minority
report amendment.

CHAIRMAN BENTLEY: Does the gentleman from St.
Joseph desire to yield to the gentleman from Detroit, Mr.
Austin?

MR. UPTON: Yes, sir.

MR. AUSTIN: Thank you, Mr. Chairman, Mr. Upton. I
do feel compelled to respond to Mr. Upton’s remarks, because
not only his remarks but some of the other remarks made on
the floor have tended to confuse the intent of the minority
amendment. What the minority amendment suggests is that the
legislature may by law authorize or impose ad valorem taxes.
This is not a matter to be left to the discretion of the local
administrators. The problem today is that this is exactly
what the case is. Under the present constitution, local ad-
ministrators are in a position to discriminate, and the legis-
lature — and I certainly want to be corrected on this if I am
stating it incorrectly —is powerless to do anything about it.

What we are trying to do is to provide that the legislature
may by law impose ad valorem taxes which shall be uniform
upon classes, and not leave it to these administrators to dis-
criminate. If there is any discrimination as such to be done,
it would be done by the legislature.

CHAIRMAN BENTLEY: The Chair recognizes the lady
from Dearborn, Mrs. Cushman.

MRS. CUSHMAN: I have a couple of questions I would like
to ask both Mr. Brake and Mr. Austin. I am not quite clear
about the effect of this third sentence here, “The legislature
may provide by law for the exemption of such property from
taxation, or for alternative means of taxation of such property
in lieu of general ad valorem taxation, uniform upon the
class or classes” and so forth, upon the first sentence, which
provides that the legislature shall provide a uniform rule
covering general ad valorem taxation of real and tangible per-
sonal property. Now, what exactly does this authorize the
legislature to do? What effect does this have on the first sen-
tence? And is this a good way to handle it if you are trying
to accomplish something, or are there better ways?

CHAIRMAN BENTLEY: Whom do you desire to yield to,
Mrs. Cushman? .

MRS. CUSHMAN : Either one. Mr. Brake, I guess.

MR. BRAKE: As long as the tax, Mrs. Cushman, is an
ad valorem tax, one that is upon property on the basis of its
value, this uniformity clause would govern. It would have to
be taxed at the same rate regardless of its nature. The pro-
vision authorizes the legislature, however, to exempt property
from ad valorem taxation and if deemed advisable to tax it in
some other way. I think probably the outstanding example that
we already have of that is the exemption of the automobile
from ad valorem taxes, and instead the placing upon auto-
mobiles of a specific tax not based on value. That concept is
carried forward in this provision.

MRS. CUSHMAN: What is the advantage of this?

MR. BRAKE: It may be very desirable not to tax all
broperty on the basis of its value, and I think again that is
the best example you can have. We avoid the necessity of
assessing each automobile as to its value. We go by its weight.
It makes the tax very easy to collect. There is no difficulty
In the assessment. It is a much more workable thing than it
Wwould be to tax it upon the basis of its value. And there may
be other property that ought to be handled in the same way.
This authorizes the legislature to do it.

MRS. CUSHMAN: Would Mr. Austin agree with this as
an interpretation?
tinCHAIRMAN BENTLEY: Mrs. Cushman yields to Mr. Aus-

MR. AUSTIN: I do agree with this interpretation, and I
would add that the minority did not criticize or attempt to
change the remainder of this paragraph.

MRS. CUSHMAN: Do you feel this is an adequate way of
handling the problem that you are after, or is there something
beyond it that you are after that this cannot help solve?

MR. AUSTIN: It is the opinion of the minority that
exempting certain properties from the ad valorem taxation
does not solve all of the problems. There are some properties
that might well be taxed under ad valorem taxation but
classified.

And it has been pointed out — I don’t want to get into this
lengthy discussion about intangibles again, but simply to point
out —that if we could classify property, we could classify
intangible property and tax it under the ad valorem taxation.
But since we are desirous of taxing intangibles at a lower
rate than other property, we have to exempt it and then tax
it under the specific taxation. But we could apply a lower
rate to intangibles if we could classify intangibles for ad
valorem tax purposes.

MRS. CUSHMAN: I wanted to get your reaction to this.
I asked several people at home about their reaction to this
thing, and particularly people in the schools because in
Wayne county, as you know, we are already taxing certain
kinds of property above this 50 per cent level. I did discuss
it with several people, and they felt that this was a matter
that could well be of concern to the schools, because they
thought it was going to harm the tax base and the income that
the schools would be receiving under millage, and this is of
considerable concern to me. But I did want to know whether
this was an adequate way of handling the particular problems
that you run into. It seems to me this is a case where uni-
formity of treatment does not necessarily mean equality of
treatment — just as you get into with sex sometimes. (laughter)

MR. AUSTIN: I think your concern is well founded, Mrs.
Cushman.

CHAIRMAN BENTLEY: Mrs. Cushman, did you desire to
yield further time to the gentleman from Birmingham, Mr.
Van Dusen, for further reply?

MRS. CUSHMAN: Fine.

MR. VAN DUSEN: Mr. Chairman and Mrs. Cushman, just
to add a few examples to those cited by Mr. Brake, let’s take oil
and gas, which are beneath the surface of the ground. Nobody
knows how much is there. The general ad valorem basis of
taxation is not at all appropriate when you can’t tell how
much property is there, and therefore it is exempted under
the present law from the general ad valorem tax and is sub-
jected to a severance tax. The constitution has in the past
and at present made special provision for the assessment of
utility properties on a statewide basis, and this is a special
ad valorem tax because it is impossible to properly value a
railroad just taking the segment of its track that runs through
one school district to the segment of its track that runs
through another. This is another kind of special taxation which
could be accomplished under the alternative means suggested by
the majority proposal. ’

Mr. Austin said that it would be necessary to have the
minority amendment in order to clarify intangibles. I think this
is not true, because quite clearly the majority proposal limits
the uniform rule to general ad valorem taxation of real
property and tangible personal property, so that intangible
property would be a special class under the majority pro-
posal.

Let’s just take a little bit of a look at what could be accom-
plished, however, under the minority amendment and the degree
of chaotic classification into which you could get. The legis-
lature could decide, for example, that drug store inventories
would be assessed and taxed at one rate, hardware store in-
ventories would be assessed and taxed at another rate, that
the property of lawyers would be assessed and taxed at an-
other rate and so on ad infinitum. Anyone who is familiar with
the systém of personal property tax classification adopted in
Ohio is aware that the opportunity for classification is Hmit-
less and it lends itself to the problem of the squeakiest wheel
before the legislature getting the grease in terms of who gets
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the favorable classification and who doesn’t. That is why
uniformity is desirable.

CHAIRMAN BENTLEY: Mrs. Cushman, you still have the
floor. Do you desire to yield further?

MRS. CUSHMAN: Yes.

CHAIRMAN BENTLEY: The Chair recognizes Mr. Austin.

MR. AUSTIN: I think Mr. Van Dusen will recognize or at
least will appreciate the nature of my remarks and what my
intent is. I think that what he is actually doing is making a
mockery of what the legislature might do if given the authority
to classify. I don’t believe that the legislature would make
such ridiculous classifications as he has suggested.

CHAIRMAN BENTLEY: The Chair recognizes the gentle-

man from Ypsilanti, Mr. Lawrence.
- MR. LAWRENCE: I don’t know whether the question
should be addressed to Mr. Austin or Mr. Van Dusen or Mr.
Brake, but I have a different angle on this problem, one that
I have been interested in for some time. I don’t want to get
into problems of local government. I am not getting into
desirability of annexation, but I am interested in the tax
phase of it, and I am wondering if either or both the majority
report or the minority would cover the situation where a
municipality seeks to enlarge its borders by annexation, take in
perhaps vacant land, land that is being used as farm land,
perhaps a gas station or similar business, but is unable to
extend its services to the area taken in immediately. For
instance, it may be unable even to render police or fire pro-
tection. It may not be able to extend its water or sewer lines.

Under our present system a great deal of hardship has been
caused to some people who even have been annexed unwillingly,
because they were unable to prevent it. They have received no
immediate benefit, and in some instances for several years
found their taxes not multiplied once or twice, but as high, in
some instances I know, as 5 times, and the local authorities
were claiming that there was nothing they could do about it
because it was necessary that that property be taxed on a
uniform basis, and since it was within the city, all property
within the city had to be treated the same.

I have seen different municipalities — that is, the township
and cities within adjoining townships — get into very bitter
disputes, fights. I have seen people get out to work against,
say, the legitimate expansion of a municipality’s borders if it
involved their property, particularly because of the fact that
they were getting no benefit whatever for their purposes from
the annexation, who would, if they could, have some relief in
this respect: in other words, be assessed as though they were
still in the township until such time as development caught
up with them or municipal improvements and services could
be rendered.

Now, our cities apparently in various areas are growing.
It is my understanding that in California — perhaps Mr.
Ostrow may know about this — they can have a different rate
of taxation where property does not receive the same benefit,
we will say, that downtown or the area immediately surround-
ing downtown receives. The advantage to the municipality,
of course, is that it enables the municipality to control the
development. It enables it by zoning, by planning to arrange
for the orderly development, the proper use of the property
for everybody’s benefit if something of this nature can be done.

As I say, I don’t want to get into this matter of annexation.
That is not my intent. What I am wondering is if either
the majority report or the minority report enable a distinction
to be made of this nature to help out the situation I speak of.

CHAIRMAN BENTLEY: Whom do you desire to yield to,
Mr. Lawrence, for an answer?

MR. LAWRENCE: It doesn’t make a bit of difference.

CHAIRMAN BENTLEY: Well, you have the floor.

MR. LAWRENCE: All right, Mr. Austin.

MR. AUSTIN: I will answer first. I am sure Mr. Van-
Dusen will want to comment also. Mr. Chairman, Mr. Law-
rence, I think you have made a very eloquent plea for the
minority amendment. (laughter) Incidentally, California is one
of ‘my favorite subjects on the matter of taxation. It just
happens that California has a number of the provisions that

we are objecting to here in Michigan, and California, inci-
dentally, is booming economically.

As to classification, I would say that classification is the
answer to the very questions that you raised. Classification
would permit orderly development. And I might add that there
is a certain amount of classification that is done now which
has been — well, I will put it this way: which has been ad-
mitted by many of the assessors and supervisors who testified
before our committee, but the inference was that these are
handled more or less by administration. In other words, there
is some leeway that— well, let’s say that it is exercised by
local administrators on subjects of this kind. But what we
are seeking to prevent is that kind of indiscriminate administra-
tion. What we would like to do is to put the matter squarely
up to the legislature to work this problem out and to provide
the types of classifications that are necessary so that it will
become a matter of law.

CHAIRMAN BENTLEY: The gentleman yields to the
gentleman from Birmingham.

MR. VAN DUSEN: Mr. Chairman, Mr. Lawrence, I think
the answer to the problem which you have posed — and it is a
very real problem — lies not in classification but in good assess-
ment. Now, you suggest that here is property which does not
have utilities, which does not have roads, which is not enjoy-
ing municipal service. Quite obviously it doesn’t have the
same value that property has which does have roads, sewers
and other municipal services. The problem which you raise
can and should be handled under a uniform system of taxation
by assessing it at its proper value in relation to other proper-
ties which do enjoy the services which you describe.

Now, let’s pose the other side of the coin, because this is
something which the committee did consider very carefully.
Let’s suppose that classification is possible and that the legis-
lature, or whatever other authority to whom the eclassifica-
tion responsibility is given, determines that it does want to
classify vacant and undeveloped land and have it assessed and
taxed at a lower rate than developed land. This simply offers
a tax subsidy to the land speculator because he is in a position
then to simply hang on to his property which is enjoying a
lower assessment and a lower tax rate until such time as he
is surrounded by the utilities which you have described. His
property is actually far more valuable than any assessment
which it has under the system of classification and, in effect,
all of the other taxpayers are simply subsidizing the land
speculator.

MR. LAWRENCE: Mr. VanDusen, I would like to ask
you this question: is it better to have that land speculator stay
outside of the city where the city has no control over him and
the city gets none of the tax, and keep the land as farm land
or vacant land, or is it better to have him within the city? In
other words, until his property has increased in value, until
those services are available so he can develop it, is there any
harm done in taxing at a lower rate?

MR. VAN DUSEN: Mr. Chairman, I think, Mr. Lawrence,
the answer is that if he is going to have his property fairly
assessed, he isn’t going to object to annexation. He is only
going to object to annexation if the taxing authority is going
to assess him as though he had municipal services when in fact
he doesn’t.

I don’t want to protract this, Mr. Chairman, because I think
the subject of annexation is one which has been dealt with
in local government and will be at length.

MR. HATCH: Point of order, Mr. Chairman. I thought
that Mr. Austin this morning agreed to an amendment which
would exclude real estate from the minority report.

CHAIRMAN BENTLEY: Does the gentleman desire to
respond to the point of order?

MR. AUSTIN: Yes, Mr. Chairman. Mr. Hatch, we did not
agree to an amendment. There was a suggestion made that
perhaps an amendment ought to be made, but we did not
agree to an amendment.

MR. HATCH: I thought you stated that you would con-
sent to such an amendment and you weren’t concerned with
land.
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MR. AUSTIN: Well, I might say this: that we would
rather get a decision on the present amendment before we get
into any other amendments.

CHAIRMAN BENTLEY: Does the gentleman from Ypsi-
lanti still desire the floor?

MR. LAWRENCE: Yes, I again would like to ask Mr.
Van Dusen, if the majority report maintains the status quo,
then I am afraid that the matter of assessment is not the
answer. I shall give you one specific example. Outside of
Belleville there was a farm. It continued to be used as a farm,
and the city of Belleville wanted it. The owner was willing to
bring that land in the city on one condition, that as long as it
remained farm land until they got their sewage problems
straightened out along the Huron river, that he would use it
as a farm and it would be taxed as such. The city — I attended
the meeting — agreed to that. The city in good faith agreed to
that, they were so desirous for the property. But once he was
in, they were told down at the Wayne county building by
somebody, some assessor, some equalization group or something
else, that they couldn’t fulfill the agreement they made be-
tween themselves and keep it as farm land, and the man’s
taxes were raised 5 times as much with absolutely no benefit.

Now, all I am interested in knowing is, does either of these
2 plans allow that sort of thing? I want to know how to vote.

CHAIRMAN BENTLEY: Whom do you yield to, Mr.
Lawrence?

MR. LAWRENCE: Mr. Van Dusen.

CHAIRMAN BENTLEY: The gentleman yields
gentleman from Birmingham.

MR. VAN DUSEN: I would suggest, Mr. Lawrence, that
the problem which you pose is one which probably deserved
some more careful investigation prior to the annexation. But
we gave this a lot of consideration in the committee. If the
property which you have described was fairly assessed at
its land value, then under the majority proposal what you
have described would take place. If it was not fairly assessed,
if the value which the city ascribed to it was not correct, then
he would be also protected under the majority proposal.

But the majority proposal, I repeat, is one which would not
permit the subsidization of a land use not related to the real
value of the property. If the property has greater value, then
it should be assessed at that value.

MR. LAWRENCE: I wonder if I may yield to Mr. Everett.

CHAIRMAN BENTLEY: You may yield to whomever you
wish, Mr. Lawrence,

MR. EVERETT: Thank you, Mr. Lawrence. I would like
to speak on the same point, because it seems to me Mr. Van-
Dusen’s answer is not a complete one.

In many suburban areas, the land values, particularly where
they are improved, are greater than they are in the city, but
it is the tax rate itself which has prevented annexation in
many of these cases, the people recognizing that they are not,
in the immediate future, going to receive the same services
which those in the established community now receive. They
may eventually and probably will eventually, but not im-
mediately. So the mere difference in assessments or assessing
standards does not solve the problem. For that reason it
Seems to me there is considerable value to the minority
report amendment.

I think there are, however, parts of it which would make it
impossible for many of us to vote for it. Mr. Austin himself
has indicated because of its relationship with the last para-
graph that it would permit a graduated income tax. Now, there
are some of us who are caught in the middle here. We are not
going to vote for a graduated income tax. In fact, we are going
to vote against it. But we certainly don’t feel that it has any
relationship with this first sentence which the minority has
submitted a separate amendment to.

MR. AUSTIN: Mr. Chairman.

CHAIRMAN BENTLEY: Mr. Lawrence, you still have the
floor. Do you desire to yield to Mr. Austin?

MR. LAWRENCE: Yes.

MR. AUSTIN: Mr. Chairman, I am wondering if they
Wwould yield to an amendment which will put this matter
Squarely up to the delegation as to the subject at hand and to

to the

get this other problem of the income tax out of the present
minority report amendment?

CHAIRMAN BENTLEY: Mr. Lawrence, do you desire to
yield to Mr. Austin for the purpose of his offering an amend-
ment to his amendment at this time?

MR. LAWRENCE: Yes.

MR. AUSTIN: Will the secretary read my amendment?

SECRETARY CHASE: Mr. Austin has offered an amend-
ment to the minority amendment:

1. Amend the amendment after “ad valorem” by striking
out “and other” and after ‘“classes of” by striking out “persons
or”; so that the language will then read, “The legislature may
by law authorize or impose ad valorem taxes which shall be
uniform within the classes of property to which they are
applied.”

CHAIRMAN BENTLEY: Mr. Lawrence, do you desire to
yield further to Mr. Austin for the purpose of explaining his
amendment?

MR. LAWRENCE: Yes, I do.

MR. AUSTIN: 1 believe the amendment is self explanatory.
I would also like to apologize for not having seen to it that
the delegates had copies of this amendment on the type of paper
that we normally furnish to them with line numbers so they
could make the changes on their copies. And I might ask, Mr.
Secretary, will the delegates in the future be furnished copies
of these minority reports where they can make the corrections?

CHAIRMAN BENTLEY: The secretary will respond.

SECRETARY CHASE: The secretary has been puzzled
about this situation, Mr. Austin, because of the fact that these
minority reports are printed in full in the journal, and in order
to save some printing expense, we have resorted to the printing
of only 200 copies of minority reports. Now, I have referred
this matter to Mr. DeVries for the committee on administra-
tion to consider, and what their answer is going to be, I have
no knowledge as yet, but we will try our best to dovetail these
amendments into the amendments that you have in the journal
80 we hope you can follow it that way. That is the reason that
I read your amendment in the form that I did.

MR. AUSTIN: Thank you, Mr. Secretary. I don’t want
to confuse the discussion with that subject matter, but I
thought we ought to at least raise the point at this time.

I think the amendment is clear. We are simply attempting
at this time to remove any reference at all to other taxes so
that we have before us only the matter of classification of
property, and I don’t think that I will take any more of the
time of the delegates to elaborate.

CHAIRMAN BENTLEY: The gentleman from Ypsilanti
still retains the floor.

MR. LAWRENCE: I merely was unable to get the amend-
ment. I wondered if you could help me, Mr. Chase.

SECRETARY CHASE: Thank you, Mr. Lawrence. After
“ad valorem” strike out “and other”, and after ‘“classes of”
strike out “persons or”.

MR. LAWRENCE: Unfortunately I have the journal. Is
that in the first paragraph?

SECRETARY CHASE: After “ad valorem” strike out
“and other” and after “classes of” strike out “persons or”; so
that the language will then read, “The legislature may by law
authorize or impose ad valorem taxes which shall be uniform
within the classes of property to which they are applied.”

CHAIRMAN BENTLEY: Mr. Lawrence, do you yield the
floor?

MR. LAWRENCE: Yes, thank you, Mr. Chairman.

CHAIRMAN BENTLEY: The question is on Mr. Austin’s
amendment to the minority amendment. Does anybody desire
to speak on the Austin amendment? Mr. Ford, do you desire
to speak on the amendment to the amendment?

MR. FORD: I just want to ask a question.

CHAIRMAN BENTLEY: You are recognized.

MR. FORD: As I understand it, the words ‘“of persons or”
are the words that were stricken, Dick?

SECRETARY CHASE: Just “persons or”, so that it reads
“classes of property.”

MR. FORD: Is it the intent of this amendment, Mr.
Austin, that we would be clearly talking about the ability of
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local governments by legislative mandate or by legislative
permission to classify real property as well as the others?

MR. AUSTIN: Mr. Chairman, Mr. Ford, under this
amended language, the local government or, let us say, the
legislature — it is the legislature that will provide the laws for
doing this — will be able to classify real as well as personal
property.

CHAIRMAN BENTLEY: Is there further discussion on
the amendment to the amendment? If not, the Chair will put
the question. All those in favor of the amendment to the
amendment will respond by saying aye. Those opposed?

The amendment to the amendment is adopted.

The Chair is now ready to continue with recognition. He
would like to remind the committee that only now are we
beginning to recognize persons who requested recognition since
2:00 o’clock. All previous speakers had been recognized during
the morning session. The Chair recognizes the gentleman from
Onondaga, Mr. Davis.

MR. DAVIS: Mr. Chairman, members of the committee,
as a member of the committee on finance and taxation I rise
at this time to support the committee proposal and to oppose
the minority amendment. I would like to say, however, that I do
have respect for the minority amendment. We have discussed
this matter at great length in our committee, and I believe that
most of the committee was open minded about this particular
matter. I don’t think that there has been a point which we
have heard on the floor but what was considered or something
in relation to it within the committee. So I am briefly going
to attempt to list a few of the reasons why I like the com-
mittee report.

In the first place, I think the property taxes have about
gone their limit, particularly in some areas of this state. I
think that this particular committee proposal places a ceiling
which is realistic and which is meaningful. Second, it offers
a means of legal recourse where there is inequity of assessment
which is cheaper and easier to attain. Example: a store owner
with inventory evaluated at 70 per cent on his personal prop-
erty, beside the residence which is assessed at 35 per cent of
cash value, under our present constitution has had difficulty
in gaining any kind of a realistic or cheap solution to his
problem. Fifty per cent cash value gives him something now
which at least is a tangible means of bringing this back down
where it should be.

This committee proposal does provide for exen.lptions or for
alternative means of taxation. I am not going to comment
upon this because I think Mr. Van Dusen has covered this in
an excellent fashion. The minority amendment would like-
wise allow this, so this is not a particular difference.

The committee proposal does place some limits on the legis-
lature for broad scale classification, and I think that this is
desirable. We have heard exceptions, and I am glad that some
of our city friends have recognized that in the case of assess-
ing farm property next to subdivision developments, there is
inequity there, and we have considered this in detail and we
were quite familiar with this problem. I might say that there
are other exceptions, and there are long lists of them. One of
them, for example, industrial property which is not being used,
has no source of income. And we could go ahead with a long
list of these.

‘We have considered many of these exceptions, and I will
not attempt at this time to list more. I would like to say
that the uniformity clause as such is of a constitutional nature.
It is found in our present constitution and it is present in many
other state constitutions. After considering all of the excep-
tions, the majority opinion of the committee was that we were
willing to go along with equality, and we think that this par-
ticular committee proposal does give some concrete means of
attaining equality in taxation for ad valorem purposes in the
state of Michigan. In fact, I think that it provides an orderly,
a realistic and a workable approach for ad valorem taxation,
and I would like to urge support of the committee proposal and
defeat of the minority amendment.

CHAIRMAN BENTLEY: Acting on the earlier suggestion
of President Nisbet, the Chair will declare an informal
recess for 10 minutes. The committee will reconvene at 8:35.

The gentleman from Fennville, Mr. Hutchinson.

MR. HUTCHINSON: Mr. Chairman, I simply want tc
raise my objection on the record to this procedure. I am
opposed to the committee of the whole recessing for 10 minutes,
because if it can recess for 10 minutes, it can recess for 1(
hours.

The purpose of the committee of the whole is to keep working,
and if the committee of the whole desires a recess, the com-
mittee of the whole’s only proper action is to rise. Please
keep in mind that the convention, acting in committee of the
whole, acts, so long as it is in the committee of the whole,
only by a greater number of votes for or against anything, and
it also acts at the same time that the convention is supposed
to be acting. Now, if we fall into what I deem to be the
extremely poor parliamentary practice of permitting the
committee of the whole to recess for 10 or 15 minutes, in
parlimentary law it could completely delay the work of this
convention,

I understand that the president stated that this is the course
of action that would be taken. I want to object to it
strenuously, and I move that the committee do now rise.

CHAIRMAN BENTLEY: The question is on the motion
that the committee do now rise. All those in favor will say
aye. Those opposed?

The ayes have it. The committee rises.

A DELEGATE: Division.

CHAIRMAN BENTLEY: A division is demanded. Not suffi-
cient support. The committee has risen.

[Whereupon, the committee of the whole having risen,
President Nisbet resumed the Chair.]

PRESIDENT NISBET: Mr. Bentley.

MR. BENTLEY: Mr. President, the committee of the
whole has had under consideration certain items on the general
orders calendar of which the secretary will give a detailed
report.

SECRETARY CHASE: Mr. President, the committee of
the whole has had under consideration Committee Proposal 51
and has come to no final resolution thereon.

PRESIDENT NISBET: The Chair recognizes Mr. Elliott.

MR. A. G. ELLIOTT: I move we recess for 10 minutes.

PRESIDENT NISBET: The question is on the motion to
recess. Those in favor say aye. Opposed, no.

We are recessed for 10 minutes.

[Whereupon, at 3:28 o’clock p.m., the convention recessed ; and,
at 3:38 o’clock p.m., reconvened.]

The convention will please come to order.

SECRETARY CHASE: Mr. President, a quorum of the
convention is present.

PRESIDENT NISBET: The Chair recognizes Mr. Bentley.

MR. BENTLEY: Mr. President, I move the convention re-
solve itself into committee of the whole for further considera-
tion of the items on the general orders calendar.

PRESIDENT NISBET: The question is on the motion of
Mr. Bentley. Those in favor say aye. Opposed, no.

The motion prevails. Mr. Bentley.

[Whereupon, Mr. Bentley assumed the Chair to preside as
chairman of the committee of the whole.]

CHAIRMAN BENTLEY: The committee will be in order.
We will continue the discussion of Committee Proposal 51.
The Chair recognizes the gentleman from Kalamazoo, Mr. Allen.

MR. ALLEN: Mr. Chairman and members of the com-
mittee, when I asked to be recognized early this afternoon, I
did not know Mr. Lawrence was going to bring up the point
which he raised and also that the matter of real estate was
still left in the proposed amendment, so rather than talking on
what I had first intended to speak on in support of the majority
report, let me talk to Mr. Lawrence’s problem. I think that at
first it may appear that there is a great advantage in an old
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city being able to entice or invite or encourage a new area to
come in by having a differential tax base; for example, being
able to say to this new area coming in, “We will only tax you
at 7 mills and the rest of the city will be at 12” or “you at 10
and the rest at 14,” and I suppose you might think that coming
from a city, we would be very anxious to do this sort of a thing
and make annexation easier. But I,would like to tell you that
it is the experience of the cities and my own feeling that it
doesn’t work this way. First, I don’t think that it is quite
moral or right to try and lure people in by promising something
which may not work out and, secondly, I think it invites some
problems which first don’t meet the eye.

Let’s take my own city, for example. We have done some
substantial annexation and we still have the same millage rate
for the whole city. We have to, under the present constitution
and we would have to under the majority report. And, as I say,
I favor the majority report on this phase of it. Now, we put
in $6 million worth of storm and sanitary sewers. These were
specially assessed to the extent of 114 million, and 415 million
of the cost was shared by the general fund. Who pays out of
the general fund? Who pays into the general fund? Well, it
is the people of the whole city, and the people of the whole
city are largely the old city, the city as it existed before any
annexation. If you go in for a graduated tax rate as is the
suggestion or the question of Mr. Lawrence, what you do is
make the burden even greater on the old residents of the city.
Now, it has been burden enough to have, in my city, for
example, $415 million paid out of the general fund, most of
which comes from the old city, but what you would do by
applying this split tax rate or this classification would be to
add onto this burden. I think that this is going to cause as
many problems as you think it will solve. Possibly it would
turn these annexation votes right around where the outlying
area would want to come in and the inside area will say,
“No, we don’t want you in because you are going to get a
different tax rate”.

Now, in addition to the problem that is raised in this con-
nection, you have another problem that comes if you have a
different classification on taxes. I don’t think any city is
uniformly street lighted, any city is uniformly street paved,
any city has uniformly storm sewers and uniformly sanitary
sewers. We still find that we have better street lighting in parts
of the city than in the rest. Now, look at the problem that is
going to come to your local council if you start having this class-
ification. An area of the city is going to say, “Well, our street
lights aren’t as good. We want 1 mill less in taxes.” Or a small
section of the city will say, “Well, we only have a storm sewer
and we don’t have the sanitary sewer. We want a reduction
of 1 mill on taxes.” Or another part of the city is going to
say, “You still haven’t paved with curb and gutter our street,
and we want a reduction on taxes.” And somebody else says,
“You have some parks in your part of the city and we don't
over here, and we want a reduction.” And I think you invite
for your local council all kinds of problems when you invite
2 nonuniformity rule, and therefore I think on this phase of
the report, the majority is right. We forget that the uniformity
rule on real estate and personal property just didn’t happen
overnight. We have had a lot of experience with it. And I
don’t think we should lightly discard it.

I know it has been criticized, but the principal criticism on
our taxation has been on personal property, and it has been
because personal property has been assessed at higher rates
than real estate —not because of the classification but the
entire rate, and this can be corrected under the majority re-
bort. This is the evil, not the evil in classification, primarily.
And, therefore, speaking to this point, I very strongly think
that we would make a mistake and invite a lot of trouble
that we don’t first think about if we have separate classifica-
tion for real and personal property.

CHAIRMAN BENTLEY: Does the gentleman from Kala-
mazoo desire to yield to the gentleman from Detroit, Mr. Faxon,
Who I believe is seeking recognition?

MR. ALLEN: Mr. Faxon saw me in the hall and said he
has to catch a plane and asked if I would yield. I do.

CHAIRMAN BENTLEY: The gentleman yields.

MR. FAXON: Thank you, Mr. Allen. Mr. Chairman, mem-
bers of the committee, I want to get my words in now before
I leave because there are at least certain fundamental issues
that have been raised that I would like to get my ideas ex-
pressed upon, and that is with regard to what we are doing
on this whole tax article.

Now, I heard earlier this morning a reference made to the
effect that historical constitutions always included some sort
of prohibition upon the legislature with regard to what taxes
it may or may not impose. And I like nothing better than to
look back into the early charters and early colonial constitu-
tions to see whether this in fact is the case or not.

And as I listen to the debate progress, I hear more and more
reference to the evils that may ensue from a legislature that
would haphazardly consider the provisions that are being
advanced by the Austin amendments, and in this case we see
all these evils and we are against it, and they are sort of
setting up a strawman in the legislature that is going to go
haywire in terms of how it is going to write tax law.

Now, I didn’t view the task of constitutional convention
delegates as getting into the specifics of tax law, and I would
hope that we would find some confidence in the legislative
process to insure that these people who are elected and rep-
resentative of the people of the state —and are elected peri-
odically for that purpose — would be able to write the tax law.

Just to look back into the Pennsylvania Charter of 1696, and,
I just read this one sentence because I think this reflects the
kind of feeling that people then had in legislative assemblies:

. that the representatives of the free men who, met in
assembly, shall have power to prepare and propose to the
governor and council all such bills as they or the major
part of them shall at any time see needful to be passed
into law.

A general statement, nothing dealing with taxation as early
as 1696.

We first get into tax reference in the Pennsylvania Con-
stitution of 1776, and I just want to state this one paragraph
of the whole charter, the whole constitution. They had just
one paragraph dealing with taxation. And I would ask you to
compare the historical past to the present with regard to this
one paragraph. It says in section 41:

No public tax, custom or contribution shall be imposed
upon or paid by the people of this state except by a law
for that purpose, and before any law be made for raising
it, the purposes for which any tax is to be raised ought
to appear clearly to the legislature to be of more service
to the community than the money would be if not collected.

And here is the part I like particularly:

. which, being well observed, taxes can never be bur-
dens.

Now, this is a feeling expressed in the confidence of the legis-
lature to use some wisdom with regard to the imposition of
taxes, and that is all that constitution said.

And I looked into the constitutions of New York and New
Jersey and Nerth Carolina, and none of them have any ref-
erence to different types of taxation which may or may not be
done. There was a general feeling of trust in the legislature tor
making these determinations.

And so I wish we could in some degree revert to some con-
fidence in writing a constitution and not imposing restrictions
and to permit flexibility, and what we get into when we don’t
is the problem of writing tax legislation here on the floor:
So let me then in conclusion give my support, whatever that
may be worth, to the Austin amendment, and in doing so, I
ask that you consider the historic past and the tradition that
has been set in early constitutions with permitting no restrie-
tions upon the legislature in terms of tax legislation. Thank
you, Mr. Chairman and the committee.

CHAIRMAN BENTLEY: The Chair recognizes the gentle-
man from Gladwin, Mr. Hubbs.

MR. HUBBS: Mr. Chairman, members of the eommittee,
I was quite interested a few moments ago in the words that
Mr. Ostrow spoke with regard to personal property taxes, and
I think Joe Snyder said some of the same things, and at that
time I felt moved to come forward and express my views with
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regard to personal property taxes. I am going to say this
about them: I think that something has got to be done about
them or small business is not going to exist in this country
very long.

However, with reference to the point under discussion,
uniformity of taxes, I am in complete support of the com-
mittee report. However, I don’t think that the committee has
done an adequate job of making it possible for the burden at
the local level through personal property taxes to be some-
what eased, and I would support the committee report and ask
you to vote against the minority amendment. You will hear
from me later on personal property taxes again. Thank you.

CHAIRMAN BENTLEY: The Chair recognizes the gentle-
man from Marshall, Mr. Hatch.

MR. HATCH: Mr. Chairman, like Mr. Hubbs, I sought
recognition shortly after Mr. Ostrow and Mr. Snyder had
spoken. If you will recall, I believe it was Mr. Ostrow who
referred to the situation of the man owning the hardware store
with $20,000 worth of inventory and the real estate broker who
had maybe $800 worth of inventory; that the hardware dealer
would pay a substantial personal property tax, whereas the
real estate broker would not, and that both men were making
substantially the same amount of money. Now, Mr. Ostrow’s
solution to this problem is to classify personal property.

‘Well, first of all, you have to look at the evil he was de-
scribing. Assuming there was an evil there present, the evil,
to my mind, is not that they were both paying taxes based on
personal property which was assessed at its fair market value
or the same percentage of fair market value; the evils, if any,
lie in the fact that both businessmen were making approxi-
mately the same amount of money and yet were paying dif-
ferent taxes.

Now, I submit that the solution to the evil is not in classi-
fication. Assume further now that there was another hard-
ware store farther down the street that also had $20,000 worth
of inventory but which was not making any net income what-
soever. Now if we assume that there were a classification, this
of hardware inventories or some such classification, this
wouldn’t correct the evil which Mr. Ostrow was referring to,
because you still would have a man making a considerable
amount of money who was paying a given tax and a man
making no money paying the same tax. So I submit that
classification is not the solution to the evil referred to by
Mr. Ostrow.

I think the committee report leaves it open to either exempt
or to take certain property out and tax other incidents of
that property, which may more directly correct the evil that
Mr. Ostrow was referring to. If there is to be a tax on per-
sonal property, I think that a machine in one plant should
be taxed the same as a machine in another plant, or a desk
in a real estate office should be taxed the same as a desk in a
hardware concern. So I support the committee report and
oppose the minority amendment.

CHAIRMAN BENTLEY: The Chair recognizes the chair-
man of the committee, the gentleman from Stanton, Mr. Brake.

MR. BRAKE: Mr. Chairman, ladies and gentlemen of the
committee, in a problem of this kind there are always 2 ap-
proaches that one, I think, should make. One is his philosophy
of government, his principles, the thing he believes in in con-
nection with a particular problem. The other is the matter of
public acceptance. I think we would be very remiss if we didn’'t
recognize that that matter of public acceptance is a part of
every problem that comes before us.

I work with tax people from one end of this state to the
other the year around when I am not in the convention. I
don’t know of anything in the tax field that would cause more
of a shock to the people of this state than the word to go out
from here that we have abandoned the uniformity clause. They
have tied to that for so many years. We recognize it has never
been 100 per cent effective, but we have depended on it, they
have depended on it. They think it is something they can.tie
to, and the reaction is going to be bad if they find we have
abandoned it. So much for that.

Now_ I would like to say something else to you. We have
after today, 10 more days before we reach the February 21

deadline that we have set for ourselves. I went over the list
last night of the things that I knew about that I think are
going to be highly controversial on the floor of this convention
and before the committee of the whole. There may be many
more that I don’t know about. And of course there are always
what one may speak of as little things that he thinks are not
controversial that turn out to be extremely controversial. I
found 15 issues, 14 besides this one, that I thought would take
as much time as this one will take, and we have 10 days after
today—and it is now 4:00 o’clock today—in which to handle it.

It seems to me we have 1 of 2 choices: either we are going
to subject ourselves to an arbitrary limitation of the time we
can use, or we are going to have to discipline ourselves and
when we have said what is necessary to say, to stop talking
and go to voting. I am not saying that with any wish that
there should be a lack of scrutiny on anything that comes out
of the finance and taxation committee. We are not only willing
to have you do it but we want you to do it. If there are bugs,
we would rather you would find them here than to have some-
body find them afterwards, which would be much more em-
barrassing. But if we can’t discipline ourselves enough to
avoid any unnecessary debate, we are either going to break
our deadline or we are going to subject ourselves to something
that is very arbitrary, and I am sure we always wish to avoid
that. This is just one amendment on this thing. We know
there are 2 more. I don’t know how many others. We are up
to 4:00 o’clock on one amendment. Let’s say just what has got
to be said and nothing more. (applause)

CHAIRMAN BENTLEY: The Chair recognizes the gentle-
man from Musekgon, Mr. Hanna.

MR. W. F. HANNA: I don’t want to get shot by the chair-
man, but I will be as brief as I can, Mr. Brake. Mr. Austin
said that by allowing the legislature to classify, we would
eliminate the discretion to ignore the law as to the valuation
placed on various classes of property which is now prevalent
throughout the state. Business, labor and management all
agree that in the Minnesota tax study, where classification
ran rampant, this discretion was abused far more than in any
state having a uniformity rule, and advocated uniformity.

Secondly, he implied, I think, that in California by classifi-
cation of assessments, you solve a problem of farm land lying
within an incorporated city having a different tax rate. I sub-
mit that an examination of the California practice will show
that they have cities with multiple tax rates and what they
call service districts where they assess for services, and the
solution to the problem raised by Mr. Lawrence can be solved
by 2 words in the home rule city act, which provides for assess-
ment for public improvements, in adding the words thereafter
“and for public services.” This is the practice followed in
townships, and this solves the problem very neatly. I don’t
think that we should mislead those people who have farms
on the borders of cities that the state legislature under the
minority amendment would pass a law which says that farm
land subject to a 10 mill city tax will be assessed at 25 per
cent of cash value, and that farm land that is subject to a
1 mill township tax will be assessed at 50 per cent of cash value.

CHAIRMAN BENTLEY: The Chair recognizes the gentle-
man from Grand Ledge, Mr. Doty.

MR. DEAN DOTY: Mr. Chairman, I would just like to
point out that Michigan has one of the finest state tax com-
missions in the country, and this tax commission in the last
10 to 15 years has done a tremendous job in improving and
correcting inequities that existed within this state. I think
that this is something we should all think about. Remember
that a lot of work has been done in this area, and I would
urge you to support the majority report.

CHAIRMAN BENTLEY: The Chair recognizes the gentle-
man from Battle Creek, Mr. Everett.

MR. EVERETT: Mr. Chairman, fellow delegates, Mr. Brake
makes a very tough man to follow, and I certainly shall try
to be brief. I would suggest that we are overlooking one point.
The uniformity clause in the present constitution is actually an
illusion. Tax rates and tax assessments are not uniform in
this state and have not been for a long time. Now, whether the
first sentence of the majority or the minority report is accepted,
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the balance of it would certainly tighten up this matter, and
rightfully so.

In my own community in Battle Creek in 1957 we had a
study made of the city and an adjoining township, and to
quote very briefly from it, these outside experts found
that the tax rate in the city on real property was based on 55
per cent of the 1953 replacement cost, while in the township it
was 50 per cent of the 1941 replacement cost. Now, I need
hardly remind anybody that the cost of building between 1941
and 1953 went up tremendously.

The assessment rate in the city was 80 per cent of cost on
inventory; in the township, half of cost on inventory. In the
city, 40 per cent of the cost on machinery and equipment; in
the township, 25 per cent of the cost on machinery and equip-
ment. In other words, there has been no uniformity.

To me there are certainly dangers in the minority amend-
ment, but I think there is an overwhelming advantage to it. It
does open the door to some effort to classify city services to
break down the barriers which now prevent uniform and legiti-
mate annexation. I am not saying this would be done easily. Mr.
Allen has pointed out some real obstacles to it, and it would
be a very difficult problem for the legislature to come up with
classifications which would answer it, but at least we are
leaving the door open so that in the future, as there is more
experimentation in this field, more study of it and more knowl-
edge of it, the opportunity is then there for classification in
this area. I think if proper classification standards could be
found and used, it would tend to solve much of the problem
of annexation, which did not faze Kalamazoo but does faze
most of our cities.

CHAIRMAN BENTLEY: Does the gentleman desire to yield
to the gentleman from Detroit, Mr. Austin?

MR. EVERETT: I would.

MR. AUSTIN: Thank you. I believe that most of what is
to be said on this subject has been said, and I feel also that
perhaps the delegates are ready to vote. I would just like to
make this one last comment. The minority report or amend-
ment does not suggest that classifications be made; only that
the legislature have the right to do so if in its wisdom it feels
that it ought to be done.

CHAIRMAN BENTLEY: The Chair recognizes the gentle-
man from Grand Rapids, Mr. Goebel.

MR. GOEBEL: Mr. Chairman, I shall try to be brief, upon
orders from our chairman. I think our chairman, Mr. Brake,
and Mr. Van Dusen have done a very fine job in presenting
the committee’s proposal. I want to say that I agree with Mr.
Allen in his remarks because I do feel, as he does, that in
trying to correct some of the problems that are in this area,
we may be causing a lot of headaches in the future.

Now, this is a constitutional limitation, as it should be, but
the committee feels—and I certainly feel—that there is ade-
quate flexibility within the limitations of the committee pro-
posal to allow the legislature to come up with a good tax pro-
gram, and it is my feeling, and I think the feeling of the
majority on the committee, that if we raise this limitation or
are more generous with it, open it up beyond what the com-
mittee has offered, that we will open up a field of taxation
which, at least in my judgment, will allow discrimination. The
committee report, in my judgment at least, offers the needed
flexibility to the legislature, but yet stops short of a situation
where taxes could be discriminatory. I oppose the Austin
amendment and I am for the committee proposal. Thank you,
Mr. Chairman.

CHAIRMAN BENTLEY: The Chair recognizes the gentle-
man from Detroit, Mr. Nord.

MR. NORD: Mr. Chairman, it appears that anyone who
Speaks after Mr. Brake does so at the risk of his displeasure
(laughter) and I am going to risk his displeasure. I know I
had lunch with him yesterday, and maybe I never will be able
to again, (laughter) but I believe, nevertheless, that it isn’t
Quite right of Mr. Brake or any other person to stand up
repeatedly over and over again various different times and
state that now that he is standing up, everyone else should
sit down. I don’t believe that I need to follow that dictum.

Now, several red herrings have been dragged across this
issue repeatedly, and that is the reason I take the floor again,
to get rid of the red herrings and find out what the real issue
is. Mr. Brake states that we are going to shock a great many
people if we abandon the uniformity clause. I have no sta-
tistics on the matter. He may be right and he may be wrong.
I can’t tell. But let’s keep this in mind, even if we were to
wipe out the uniformity clause entirely—which is not going to
be done—it would not be just that that we do. We are adding
something at the same time as we are taking something away.
We are adding something that is bigger and better than the
uniformity clause, and that is equal protection of the laws
clause. We didn’t have that in this constitution before. That
is why we had the uniformity clause. Now we have the equal
protection of the laws clause and now there is no need for the
uniformity clause. Let’s not get nervous that the people will
be excited about that. When we explain to them that we have
the same provision as the United States constitution—and the
United States constitution has not been something undermining
our security, as far as I know—people will not get nervous.

The other red herring that has been dragged across this
debate is the question of classification, whether we are for
classification or against classification. I can say for my part,
without any fear of contradiction, that I haven’t got the slight-
est idea whether I am for or against it. I don’t know anything
about it, and I am not being required to vote on that. We are
not in the position to be determining now whether there should
be a classification scheme. We are not being asked to write a
tax program now that will be good for the state for the next
50 years. If we were asked to do so, we should refuse to do
s0. We don’t know the answers to all the questions that will
arise. We don’t know how to solve the problems of these dif-
ferent people who have been mentioned on the floor in the last
few minutes: little business, farmers, hardware store owners,
real estate brokers and others. We are not going to solve all
of their problems here. We are not going to solve any of their
problems here. The only question is, are we going to set up
a framework of government, or are we going to set up a frame-
work of government which could possibly succeed in governing?

As Mr. Austin has pointed out, the issue is not classification.
The issue only is whether we want the legislature to determine
whether, at any time in the next 50 years, it needs some sort
of classification. It seems to me, therefore, that the answer is
simply this, the problem not being one of shocking the people
by removing something without adding something better; the
problem not being one of discrimination because of the equal
protection of the laws clause; the problem not being one of
classification, it boils down to one thing: flexibility.

Do we want to trust the legislature with anything at all or
do we want to be so certain that we know everything that
can ever happen in tax law that we are going to settle it all
here and now? I believe we should give the legislature some
flexibility when we can, and I believe here we can. The minor-
ity amendment ought to be adopted.

CHAIRMAN BENTLEY: The Chair recognizes the gentle-
man from Niles, Mr. Boothby.

MR. BOOTHBY: Mr. Chairman, ladies and gentlemen, I
will be brief because I am in proximity to the person who
made the recent statement concerning briefness. I think that
this whole issue of whether the constitution should be flexible
in this regard or whether it should impose a limitation actually
boils down to a very interesting point, and that is this: Senator
Hutchinson has time and time again indicated that a consti-
tution should be a limitation on power, and when we come into
the area of legislative power, I would assume that it should
be a limitation on the power of the legislature in certain areas,
and that area, I think, is the power of being partial. And I
believe that when you inject the question of flexibility, you
are actually saying that the legislature should be so flexible
that it can be partial. And I think that is what we must be
very careful in considering at this point, whether we should
allow the legislature to be so flexible that it can be partial to
any group or faction in soclety. T

I think it is very interesting to note a statement thiat'ha#
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been made by Mr. Madison in the Federalist Papers number
10, and that statement is this:
The apportionment of taxes on the various descriptions
of property is an act which seems to require the most
. exact impartiality; yet there is perhaps no legislative
act in which greater opportunity and temptation are given
to a predominant party to trample on the rules of justice.

Every shilling with which they overburden the inferior

number is a shilling saved to their own pockets.

I think that the whole question before us at the present time
is, are we going to let the legislature be so flexible that it can
be partial in the determination of taxes and the requirement
that certain individuals pay a greater amount of taxes than
other people? I think this is an important question that should
be considered.

CHAIRMAN BENTLEY: Is the gentleman from Taylor,
Mr. Ford, in the chamber? If not, the Chair will recognize the
gentleman from Howell, Mr. Sharpe.

MR. SHARPE: Mr. Chairman, I agree with Mr. Brake. I
don’t think there is anything else that could be said that hasn’t
been said, except I feel a little bit bewildered, like the young
fellow that went hunting ducks with his father, his father
being a sharpshooter and never missing his mark. They sat all
day in the boat, and along towards evening along came a

couple of mallard ducks. The father raised up with his double-

barreled shotgun. Bang! Bang! Nothing happened. The ducks
flew away. He turned around to the boy and he said, “Son,
you have just witnessed something you will probably never
witness again in your life.” “What’s that, Pop?’ “Two dead
ducks just flying away!” (laughter)

CHAIRMAN BENTLEY: The vote now occurs on the
amendment. Mr. Bonisteel, the gentleman from Ann Arbor, is
recognized.

MR. BONISTEEL: Mr. Chairman and fellow delegates, be-
fore we vote on this proposition, I think it might be well if we
took a good look at the language that is being proposed here
by the committee report. I want to read it. It will only take
me about 2 minutes. I read it over many times since this
debate started.

[The first 2 sentences of Committee Proposal 51 were read by
Mr. Bonisteel. For text, see above, page 853.]

This is the part now that I want you to listen to:

[The balance of Committee Proposal 51 was read by Mr.
Bonisteel. For text, see above, page 853.]

Now, it is my contention that the language that I read and
which I said I wanted you to pay particular attention to is
sufficiently broad enough to give this legislature leeway to do
the thing that ought to be done, and certainly I don’t want to
stand in the way of broad discretionary powers, which I
believe it has within a workable framework here, to permit it
to do the thing that ought to be done by statute, and I think
it has this power in the language which I have read to you.

In addition to that, I don’t think it is a function of this
convention to anticipate what interpretation the supreme court
or the courts of this state are going to make upon such legis-
lation as might be submitted for the people of this state by
the legislature, and I am going to support the report of the
committee.

CHAIRMAN BENTLEY Does the gentleman from Taylor,
Mr. Ford, desire recognition at this time, now that he has
returned to the chamber? (laughter)

MR. FORD: I was out there dictating a series of minority
reports, (laughter) I just wanted to rise to support the Austin
amendment as now amended at the suggestion of Mr. Everett,
and I am looking over here at Don Lawrence. This is one of
the. few times we have an opportunity to agree in the last 3
months, but I think that Don brought up a point that is very
oportant to many of us, and although Mr. Van Dusen indi-
cated that he didn’t think that we should consider the local
government aspect of this, I belieVe that many people in the
state have congidered it.

I represent a suburban area, as does Mr. McCauley and as
do both of the Browns and some of the others here who are
vitally concerned with what the future might be for us if the
legislature was given the authority—and I don’t believe that
anything in history indicates that this would be flagrantly
abused—to create some form of property classification. Now,
Glenn Allen has indicated that the way this might apply would
be for the residents of one part of a newly annexed territory to
be assessed and have a millage of 5 mills and the rest of the
city have 10 mills. This isn’t what we would contemplate at all.
What we would envision is the possibility of classifying, for
example, acreage as farm property, and then reclassifying it
at the time that it is subdivided and becomes the pawn in the
game of real estate speculation that Mr. Van Dusen mentioned
and at the time when the city services are extended to it, to
the end that we can get out of the bind that some of the
large urban townships are in now. We have areas that should
and would become cities if it were not for the fact that a
substantial part of their total area is occupied by people who
are not receiving city services, don’t anticipate them in the
near future, and resist very violently being incorporated into
and as a part of an ultimate city development at a time when
they are still farming the land.

I might point out that I don’t feel at all uncomfortable
about being on the side of the farm bureau in this, but they
have given it some consideration, and I would just like to read
a short statement here that is contained in the 1962 Policies
of the Farm Bureau:

One of the most serious threats confronting farm owners
in some sections of the state is that of becoming rather
helplessly involved in annexation procedures which would
place their property within the farflung municipal limits
of some overly ambitious city or village.

I would like to say parenthetically I think they might well
have added, “becoming incorporated into a new city.”

Many farmers are finding their property tax burdens
almost confiscatory as a result of being taken into an
enlarged school district with an expanding budget. A high
tax rate, multiplied by a large assessment of a sizable and
well equipped farm, frequently results in a school tax
burden which siphons off most of the receipts of the farm-
ing enterprise. The situation becomes doubly serious when
such a farm is absorbed into a city or village that has to
pay added taxes for various municipal services which it
may not receive and doesn’t desire or doesn’t need. Ob-
viously, many cities and villages are continuing to grow
and from time to time should absorb property being used
for industrial, business and residential purposes. How-
ever, the steadfast position of the farm bureaus in mat-
ters of this sort is that of opposition to the inclusion of
land which is being used solely for agricultural purposes
in such annexation projects.

Now, this last sentence is the key to it. One of the things that
is standing in the way of the orderly development of the sub-
urban areas of the state of Michigan is the resistance that
people in agriculture—understandably, if you look at it from
this point of view—put up when we talk in terms of incorpo-
rating a township into a home rule city or annexing a sizable
area, a sensibly sized area, into the city. The ultimate result
of this is very frequently, and all too frequently in Wayne
county, we have taken a township and in order to acquire this
very desirable home rule status, cut it off from the rest of the
township, and we end up with a lot of small cities, small in
size and small in ultimate population and small in ultimate
future, because there is nothing left in the way of planning.
There is nothing left to plan for the future in the way of vacant
land.

It is my opinion that if we were in a position down in
‘Wayne county to establish a system of land classification SO
that the assessed valuation formula, not the millage formula
but the assessed valuation formula, could be distinet and dif-
ferent as to the use to which the property is put, that you
would very rapidly see the township pass out of existence a8
a unit of local government down there. And I am not saying
that this is altogether a desirable end in and of itself, but for
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the many problems we have in suburban Wayne county and
many other suburbs, I think, around the state, this would be
another step in the direction of solving the problem. It would
be another way to permit the legislature to help us if it were
so inclined.

At the present time there is no sense going to it with such
a plan regardless of how well it may be conceived and, as has
been said before, we are not asking in this amendment to put
a self executing clause in here that says that property will be
classified. All we are doing is asking that you permit the
legislature at some time in the future when someone does
devise a fair and equitable system, however limited it may be,
to be in a position to do it and do it at a time when it is very
badly needed, not after the next constitutional convention, we
hope, 50 years from now.

CHAIRMAN BENTLEY: The question is on the Austin
minority amendment as amended. Those in favor of the amend-
ment as amended will respond by voting aye. Those opposed,
nay.

A DELEGATE: Division.

CHAIRMAN BENTLEY: Division is called for. Is the de-
mand for division supported? It is. The secretary will read
the amendment as amended.

SECRETARY CHASE: The minority amendment as now
proposed by Mr. Austin and others is as follows:

1. Amend page 1, line 8, after “Sec. a.”, by striking out the
first sentence of section a and inserting in lieu thereof the
following : “The legislature may by law authorize or impose
ad valorem taxes which shall be uniform within the classes of
property to which they are applied.”.

CHAIRMAN BENTLEY: Those in favor of the minority
amendment as read will respond by voting aye. Those opposed
by nay.

SECRETARY CHASE: Has everyone voted? The machine
is locked and the totals will be recorded.

CHAIRMAN BENTLEY: Mr. Stopczynski.

MR. STOPCYNSKI: I would like to get the Chair’s vote.

CHAIRMAN BENTLEY: The Chair does not vote in com-
mittee of the whole, but he will advise the gentleman that if
he was sitting on the floor, he would vote no.

SECRETARY CHASE: On the adoption of the minority
amendment proposed by Mr. Austin and others, the yeas are
50; the nays are 78.

CHAIRMAN BENTLEY: The amendment, as amended, is
not adopted.

Does Mr. Austin desire to offer his next amendment to this
paragraph at this time? He is recognized for this purpose.

MR. AUSTIN: Thank you, Mr. Chairman. As I stated
earlier, there are 3 minority amendments to the committee
proposal. The second deals with the question of the 50 per cent
of cash value standard. I feel again that in order to save time
and to get the issue squarely before you, it is probably best
that I read the report which is very succinctly stated and does
bresent the arguments as clearly as we can do it, and I would
!ike to refer you to page 522 of the journal, and I am wonder-
Ing if I can ask the secretary to read the amendment.

CHAIRMAN BENTLEY: Without objection, it will be read.

SECRETARY CHASE: Pursuant to minority report B of
Messrs. Austin, Binkowski, Pellow, Stopczynski, Walker and
Young,

Mr. Austin offers the following amendment :

1. Amend page 1, line 13, after “assessed” by striking out
the comma and “which shall not, after January 1, 1966, exceed
50 per cent,”.

MR. AUSTIN: Thank you, Mr. Secretary. The effect of
this amendment is to delete reference to the 50 per cent limita-
tion on assessments.

[The supporting reasons for minority report B to Committee
Proposal 51 were read by Mr. Austin. For text, see above,
Page 855.]

It is well to point out that wherein there has been in some
of our discussion some advocacy for retaining limitations on

the legislature, these limitations were expressed by the people
in referendums. I submit that this 50 per cent of cash value
level does not have the dignity of that type of mandate, and
I would move that the minority amendment, which seeks-to
amend the majority report, be adopted.

CHAIRMAN BENTLEY: The Chair recognizes the chair-
man of the committee, the gentleman from Stanton, Mr. Brake;

MR. BRAKE: Mr. Chairman, ladies and gentlemen of the
committee, it is always unfortunate when you have either in
the constitution or in the statutes a law that nobody follows,
and I submit to you that at the present time it is absolutely
impracticable for our present constitutional limitation to be
reached. Were we to go from the 50 per cent at which the
state board of equalization is now trying to hold us to the
100 per cent, doubling the tax on property, any advantage in
owning property would be gone and we would have on our
hands a tax strike of proportions immediately, to say nothing
about a loss of property from those who couldn’t pay.

As Mr. Austin has pointed out, the aim of the state tax
commission and the state board of equalization in recent years
has been definitely to fix the state equalized value at 50
per cent, not recognizing the 100 per cent that the constitution
calls for. .

In a few communities — and it is only a few communities —
there has been a problem more difficult, more unfortunate
than this, in that they have kept their assessments above
the 50 per cent limit as to tangible personal property and below
50 per cent on real estate. Anyone who has felt himself
aggrieved in his assessment and who has chosen to try it in
court rather than an appeal to the state tax commission, com-
plains that his property is 70 per cent or 80 per cent or 90 per
cent, is met immediately by the fact that the law is being
complied with. “You are not above 100 per cent. You have got
no standing here.”

We are trying to put this at a place where it can be followed
and where the state tax commission and the board of equal-
ization have been trying to follow it for some time. The fear
that putting it at 50 per cent will mean you will go down to
25 per cent, I think, is fully answered by the need for the
money which will keep it at 50 per cent. Recognizing that
the communities that have been offending by assessing at 70
per cent or even more on tangible personal property can’t
immediately adjust themselves, this allows 5 years for that
adjustment. And, as has been stated earlier in the day, in
Wayne county they have been on that program in advance.
They have been on a program to reduce, and 3 more years is
supposed to get it down to the 50 per cent where it belongs.

I talked to one person who is an assessor of a rather sizable
city of this state. Feeling that this was coming, his city didn’t
wait, but immediately took steps to get that personal property
assessment down to where it was, and told us about 2 new
industries already coming into the city, and he attributed it
in large part to the fact that they had changed their tax
program.

We think that what we are suggesting here is sound, that it
is practical and that it will be entirely acceptable to the
people in many parts of the state. The people have been in-
sisting on this for some years without getting it. We think it
is time they had it.

CHAIRMAN BENTLEY: The question occurs on the sec-
ond Austin amendment, being minority report B. Those in
favor will respond by saying aye. Those opposed?

The amendment is not adopted. .

There being no additional amendments to the first para-
graph, Mr. Austin is recognized for the purpose of offering
his third minority report amendment, which is to the second
paragraph of the committee proposal. i

MR. AUSTIN: The third amendment offered by the mi-
nority is found on page 520 of the journal.

CHAIRMAN BENTLEY: Mr. Austin, if there is no objec-
tion, the' secretary will read your amendment. :

SECRETARY CHASE: Pursuant to minority report A eof
Messrs. Austin, Binkowski, Pellow, Stopczynski, Walker,
Young and Ostrow, g
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Mr. Austin offers the following amendment:

' 1. Amend page 1 by striking out all of lines 21 and 22;
and by striking out all of page 2.

CHAIRMAN BENTLEY: The gentleman is recognized in
support of his amendment.

MR. AUSTIN: Mr. Chairman, before I proceed, I should
mention that there is an amendment to the committee proposal
which the committee had asked me to make on the floor of this
committee, and I think it is probably appropriate that I make
that amendment so that we will be talking about the proposal
as the committee intends us to consider it, and I will tell you
what that amendment is.

CHAIRMAN BENTLEY: Without objection, Mr. Austin,
your amendment will be temporarily withdrawn, and you are
recognized for the purpose of offering the committee amend-
ment.

MR. AUSTIN: On line 21, after the word “class” insert
‘“or classes”.

CHAIRMAN BENTLEY: The secretary will read the pro-
posed amendment.

SECRETARY CHASE: Mr. Austin, on behalf of the com-
mittee on finance and taxation, offers the following amend-
ment :

1. Amend page 1, line 21, after “class” by inserting “or
classes”; so that the language will then read, “Every other
tax shall be uniform upon the class or classes on which it
operates.”

CHAIRMAN BENTLEY: Does the gentleman desire to
speak on behalf of the committee amendment?

MR. AUSTIN: Yes, Mr. Chairman. It was discovered by
the committee that by omitting the words “classes” we may be
making 1 or 2 of our present statutes unconstitutional. I
refer particularly to the inheritance tax and the chain store
tax, both of which have a graduated rate structure, and there
have been rulings to the effect that because we now refer to
class or classes, these statutes are constitutional under the
present language. And what the committee has done with the
new language is simply to revise it or, let us say, to improve
on the language without changing the substance. But it was
necessary to include these 2 words to retain the substance
of the present language in the constitution.

CHAIRMAN BENTLEY: The question is on the committee
amendment. Those in favor will respond by saying aye. Those
opposed ?

The committee amendment is adopted.

The gentleman is now recognized in support of his minority
amendment.

[For text of amendment, see above.]

MR. AUSTIN: I am now reading from page 520. I want
to make sure I am getting this right:

[The supporting reasons for minority report A to Committee
Proposal 51, with the exception of the table, were read by Mr.
Austin. For text, see above, page 854.]

If the same opportunity is not available to the state of Mich-
igan to graduate its rate structure, it is quite possible that
Michigan taxpayers will find themselves contributing dispro-
portionately to federal projects in other states.

I would like to review this chart with you. This is not a
simple subject, and I hope that I will have your close attention
as I attempt to analyze this chart. What we have provided
here is a chart which shows the comparative income tax on
the last $10,000 of a taxable income of $200,000. Now, $200,000
incomes are not unusual in the state of Michigan. We use the
figure, though, so that no delegate would feel that we were
picking on him. We also use the figure because at the higher
income levels, the inference that we are making is very clear.

If we assume 2 different tax rates and that the state tax
is deductible in arriving at the federal liability, the chart
which follows will show what the relative impact will be of
the state income tax and the federal tax on the last $10,000 of
this $200,000 income. We are talking about the income above

$190,000 for a $200,000 income taxpayer. The first column
assumes 1 per cent flat rate and the second column assumes
a graduated rate structure up to 10 per cent, a maximum of
10 per cent.

First, let’s look at the federal income tax liability on this
$10,000. The federal income tax on the last $10,000 of income
would be $8,900. The rate of the bracket is 89 per cent. In
other words, a taxpayer earning $200,000 pays $8,900 to the
federal government from the last $10,000 of his income. If we
were to levy a flat 1 per cent income tax at the state level,
he would pay to the state $100. If we graduated the rate struc-
ture up to 10 per cent, he would pay the state $1,000. The
amount borne by the federal government of the $100 would be
$89, and the amount borne by the taxpayer would be $11.

If we graduated up to 10 per cent, the amount borne by the
federal government would be $890, and the amount the tax-
payer would actually pay out of his pocket would be $110.

Now, let’s see how that $1,000 would be divided up. The
amount going to the federal government under a 1 per cent
rate would be $8,811. The state would get $100 and the tax-
payer would have left $1,089. If we graduated the rate up to
10 per cent, the federal government would get $8,010. The
amount going to the state would be $1,000. And the amount
that the taxpayer would have left would be $990.

It was important to make this analysis because we here in
our state government can do nothing about the steeply grad-
uated federal rate structure. It is something we live with.
And wherein we may have some opposition at the present
moment to enacting a graduated income tax, it is quite con-
ceivable that our legislature in the near future, in using the
income tax for substantial tax reform, may find it advisable
to graduate the rate structure in order to see that Michigan
gets its fair share from income taxation. It is the view of the
minority that the hands of the legislature should not be tied
in this regard. I move that the minority amendment be adopted.

CHAIRMAN BENTLEY: Mr. Van Dusen.

MR. VANDUSEN: Mr. Chairman, members of the com-
mittee, a majority of the committee obviously believes that this
limitation, the prohibition against a graduated income tax, is
one of the kinds of limitation which the people should impose in
a constitution. Some of the reasons for the belief of the ma-
jority of the committee are expressed more eloquently than I
can express them by an eminent historian, Professor C.
Northcote Parkinson. Some of you may be familiar with Pro-
fessor Parkinson. He is the author of “Parkinson’s law.” He
is known perhaps most recently as a writer of humorous
literature, but he is and has been for many years a noted
historian. He holds a Ph.D. from the University of London.
He has lectured on history all over the world, including some
of our major American universities. One of his laws with
which you may be familiar and of which we have seen recent
demonstration is that the time devoted to debate in any
parliamentary body varies inversely with the importance of
the subject under discussion. (laughter) And I would suggest
that perhaps our debate, operating on the basis of that law,
might be quite brief on this topic because this is an im-
portant one.

Here are a few of the things that Professor Parkinson calls
to our attention in his volume on Parkinson’s Second Law —
and Parkinson’s Second Law, incidentally, is that expenditure
rises to meet income, something with which we are all per-
sonally familiar, and familiar in terms of its applications in
government — but Professor Parkinson discusses the history of
the graduated income tax at some length in this volume, and
he goes back to one of the early experiments of our federal
government with the graduated income tax in 1862, and com-
ments as follows — and this is brief:

The importance of the act of 1862 lies in its differ-
entiated incidence. In this act we see the beginning of
disproportional or progressive taxation. Until that date,
the congressman who voted for a tax did so in the know!-
edge that it would fall as heavily on himself as upon
others, a safeguard some might think important, but that
principle went in 1862.

The significance of this was emphasized at about this



SEVENTY-FOURTH DAY — WEDNESDAY, FEBRUARY 7, 1962 879

time by an economist, Mr. J. R. McColloch. He said tax
graduation was an evil not to be paltered with, and the
savages described by Montesquieu who, to get at the fruit,
cut down the tree, are about as good financiers as the
advocates of this sort of taxes. Wherever they are intro-
duced, security is necessarily at an end.

Even if taxes on income or otherwise were most un-
exceptional, the adoption of the principle of graduation
would make them among the very worst that could be
devised. The moment you abandon, in the framing of such
taxes, the cardinal principle of exacting from all in-
dividuals the same proportion of their income or their
property, you are at sea without rudder or compass and
there is no amount of injustice and folly you may not
commit.

Just a few additional brief comments. Professor Parkinson
says:

Taxes can be grouped, as we have seen, into 2 broad
categories: those we impose on ourselves and those we
inflict upon other people. Taxes in the first category,
examples of which in history are extremely rare, are self
limiting. They may rise in time of emergency, but once
the crisis is passed, they should tend to fall. The United
States in their earlier days offered an example of tax-
ation falling within this category.

On the other hand, most taxes clearly come within the
category of burdens imposed by some people upon others.
The taxes decreed by ancient monarchies were all of this
type, and so are the graduated taxes of today at all levels
above the average, being voted indirectly at least by those
to whom the heaviest rates will not apply.

One final comment:

The taxes inflicted by some people upon others will in-
evitably rise as expenditure rises, and expenditure will
rise in accordance with Parkinson’s second law. Their
only limit is the point where the victim refuses to pay,
and to that point they will rise by the principle which
governs their growth.

That is nearly all I will have to say on the subject of a grad-
uated income tax on behalf of the committee.

Just one final comment. I can think of nothing which we
could do in this convention more beneficial to the general
impression of Michigan as a state in which to do business than
to prohibit the imposition of a graduated income tax.

CHAIRMAN BENTLEY: The Chair recognizes the gentle-
man from Detroit, Mr. Hodges.

MR. HODGES: Mr. Chairman, I am somewhat confused.
I was going to get up following Mr. Austin’s remarks and state
that I felt for the first time I was going to get up and speak
for something that was going to pass, and I was going to figure
that I had Mr. Van Dusen along with me on this proposition
because, as I review the situation in the committee of tax-
ation so far, I remember back when we were talking about
keeping a 1946 base for the sales tax, at that time Mr. Van
Dusen got up and said, “We don’t go for this because, you
know, if we got this, there may be a question whether we
could take the sales tax off food and drugs.” So I thought,
gee, that was a very good idea. So I submitted that proposal,
fully expecting to have some support on it from the majority
party and from Mr. Van Dusen.

And much to my amazement, he came up and talked in terms
of flexibility and said that we can’t restrict or tie the hands
of the legislature; that it has got to be free so it can decide
on taxes. So even that made a pretty good argument, I thought,
and it may be a good thing to have some flexibility, although
I thought that this perhaps was some place that we could
give a break, finally, to those in the lower income groups.

And then when we came to this, I thought, by gosh, now
We can really go on the flexibility kick and knock this thing
out, this outrageous limitation on the hands of the legislature.
And yet, what do we find? The great proponents of flexibility
coming in here and trying to nail down their philosophy in this
constitutional convention. I can only say this: not only are
they nailing their philosophy in; they are nailing the coffin
on this constitution.

I believe that their clients and my constituents would dis-
agree on this particular thing, but I would remind them of this,
when it comes to voting on this constitution, there are more
of the kind of constituents I represent than the clients that
they are representing at this convention.

I urge you, I implore you, for those that we felt we couldn’t
take advantage of or give a little break to because we didn’t
want to tie the hands of the legislature, I now stand
where Mr. Van Dusen stood yesterday, pleading and crying for
flexibility. I hope I am not a voice in the wilderness and I
hope we will vote for the minority amendment.

CHAIRMAN BENTLEY: The Chair recognizes the lady
from Grand Rapids, Mrs. Judd.

MRS. JUDD: I imagine perhaps the best defense that can
be made for this restriction is Parkinson’s second law, but if
we must resort to a humorist to defend the proposal, I am
going to resort to Hutchinson’s first law, which is that every-
thing we put in the constitution is a restriction on the legis-
lature, and it appears that everything in this whole tax pro-
gram that has come before us is a restriction.

I am very much concerned about the future of Michigan.
We are writing a constitution, we hope, for the next 50 years.
We have been greatly impressed with the tremendous growing
debt. We have been appalled at the problem of the pension
funds. We heard a great deal about the problems of higher
education. And so I am wondering what we are doing to solve
those problems through the financial point of view. All that
we have done so far is to put a ceiling on property tax assess-
ment, is to restrict the kinds of taxes that can be put on
property by the uniformity clause; and we have kept in the
restrictions on the sales tax, given more than half of it away
to local governments, and now we say the state cannot levy a
graduated income tax.

I am not particularly in favor of a graduated income tax
at this time, but I think that we are imposing a very dangerous
restriction on the next 2 generations with the growing popu-
lations that we certainly must expect. So before I could vote
against the amendment and in favor of forbidding an income
tax, I would like to hear what positive proposals there are in
the tax committee for solving our state’s financial problems.

CHAIRMAN BENTLEY: The Chair recognizes the gentle-
man from Detroit, Mr. Binkowski.

MR. BINKOWSKI: I would yield the floor to Mr. Brake
or to Mr. Van Dusen if they wish to answer Mrs. Judd’s re-
marks because I think they are very pertinent and very ger-
mane.

CHAIRMAN BENTLEY: The gentleman from Detroit yields
to the gentleman from Birmingham.

MR. VAN DUSEN: Mr. Chairman, I am not prepared to
replow the ground which we have plowed at some length this
week. However, as one who favored the flexibility involved in
the elimination of earmarking, as one who favored a general
loosening of the uniformity clause embodied in the committee
proposal which we have just adopted, as one who strongly
supported the committee proposal with respect to the sales tax
when the earmarking failed, which does greatly increase the
legislature’s flexibility in dealing with that problem, I feel that,
in general, the recommendations of the committee on finance
and taxation, while not exactly what I would have liked, do
give to the legislature considerably greater freedom and flexi-
bility in dealing with the state’s financial problems now and
in the future.

I think it is important that we bear in mind a distinction
between limitations on the legislature’s power to tax and lim-
itations on the legislature’s power to appropriate. In the case
of limitations on the power to tax, we are imposing upon those
who are elected to represent us the guidelines which we as
citizens believe are necessary to protect us as a people, both
majority and minority, from excessive, confiscatory, discrimina-
tory or unreasonable taxation.

Each of the limitations which have been prescribed up until
now are'limitations which go back as far as 100 years in our
history. The prohibition against the graduated income tax with
which we are now dealing is cne which has not been in our
constitution up until now largely because the evil of the gradu-
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‘:ite,dlinc’mne tax has not been as apparent until the last 20
years. The progressivity, the steep graduation of our federal
system has taught us that this is a problem, and if there is to
be soine balance in our total tax structure—all of us, after all,
are federal taxpayers as well as state taxpayers—this is a
limitation which we as citizens of this state may reasonably
impose upon our legislature.

CHAIRMAN BENTLEY: The gentleman from Detroit, Mr.
Binkowski, has the floor.

MR. BINKOWSKI: In other words, Mrs. Judd, you don’t
have an answer to your question. I don’t think there is any.

However, continuing on, we talked a great deal about flexi-
bility, and we have been provided with a great number of
studies by various groups in the hopes and expectations that
we would come out with the best possible document. I think
that this committee proposal, beyond any question, limits the
legislature to a tax program for the next 50 or 75 years which
will definitely be regressive in nature.

Someone has labeled this type of language as tax legislation.
‘Well, this sentence, in my mind, is not simply a question of tax
legislation; I say it is class legislation. This language of the
prohibition of a graduated income tax will only lelp those
people in the upper middle income groups. Furthermore, I
think that, beyond any question, the prohibition of a graduated
income tax—if you are going to generalize, I have to use a
generalization—is nothing more than a scheme to insure that
the rich get richer and the poor, poorer.

Now, Mr. Van Dusen brought out the question of the pro-
gressivity of the federal tax and it was this argument which
1 hoped that we would not have to get involved with, because
the basic issue as I see it is a question of whether you want
to tie the hands of the legislature or not. The merits of a
progressive tax are not before us.

Now, last Friday—that is, February 2, 1962— in the Detroit
Free Press there appeared an article by Sylvia Porter. I had
it reproduced for each and every one of the delegates so that
they could see and read and get the facts for themselves. These
are not my opinions, but you have an opinion, based upon a
very comprehensive study, that the rich people in this country
have not lost anything through a federal progressive tax sys-
tem. And there it is. And if you want to get involved with
it, you can argue with the author, not me.

However, this provision not only extends on a state level but,
importantly, to us in the Detroit area. Based upon a- very ex-
haustive, very comprehensive, long study of our tax problems,
our tax study committee concluded that first we should seek
relief on a state level. It appears very doubtful that we will
get relief on the state level. Their secondary conclusion was
to have then a piggyback income tax. With this provision in
our state constitution, the city of Detroit could not enact the
type of program that our people thought was best. Now, you
talk about local self government, and I say this provision is
interfering with our local self government in Detroit.

Again, I am not advocating a graduated income tax. I don’t
know what the facts are. We haven’t had any experience here
with the flat rate income tax. But we can look to the over
80 states which do have a graduated income tax structure,
and I think that one of the best arguments, if we are going
to get involved in the merits, is that if you had a state grad-
uated income tax, you deduct this from your federal income
tax, and therefore this is a system and a method for retaining
more of the money here in Michigan than sending it to
‘Washington.

Now, the Michigan tax study staff papers are very compre-
hensive and some of you, I know, have read them, and I am
not going to read everything, but I think that at page 505 they
talk about the personal income tax, they talk about the mutual
deductibility in terms of federal income tax, and I think you
should be aware of these facts. I will quote:

The Minnesota income tax as applied to a single tax-
payer may be used as an illustration.
Incidentally, this is one of states that taxed the highest. That
48, their graduated income tax goes up to, I think, about 11
per: cent.

In this state, although the statutory rate in the first bracket

of taxable income is 1.1 per cent, mutual deductibility low-

ers the rate, in terms of net cost to the taxpayer, to .71

per cent. At the level of $20,000 of taxable income, the

marginal statutory rate is 11 per cent, but mutual deducti-

bility reduces the marginal effective rate to 2.2 per cent.
In other words, a person with a taxable income of $20,000 in
terms of a state income tax only pays 2.2 per cent. Quoting
further:

As income rises, the additional tax rate which is attrib-

utable to the state tax rate continues to fall and is only

Lo of 1 per cent at $200,000.

Now, I don’t know if you need any more arguments with
respect to this.

And again I come back to the basic argument: we are sup-
posed to be writing a document which will allow flexibility
in the future. By inserting this sentence, you not only tie the
hands of local government but you tie the hands of the legis-
lature. I think that this should be considered very seriously.

CHAIRMAN BENTLEY: The Chair recognizes the gentle-
man from St. Clair Shores, Mr. Snyder.

MR. SNYDER: Thank you very much, Mr. Chairman. I
sincerely feel that the delegates here, following the analysis
made by Mr. Austin and his minority group, couldn’t have
helped but be impressed by the effort, work and toil that has
gone into the study. This was not a capricious approach to a
very serious and fundamental problem; it was an attempt
made by sincere people to resolve a problem confronted by us
so that we could rise up to our responsibilities. And what was
most important in my mind was the effort made by the com-
mittee to salvage for the people of this state with their formula
a large part of the moneys that was already being lost. I feel
that this effort to recoup this money was most admirable.

And I say, without malice, that it would be sheer folly for
me to compare this report with the best seller that we are
having on the market and one that was used in rebuttal to this
very carefully planned report, and I can’t see any justification
when you counter the report made by Mr. Austin and his
committee with the fact that it is a law that the expenditures
rise to meet income. I haven’t had the opportunity as yet to
find time to read this best seller because I felt that my time
must be devoted more to the mundane problems that we have
facing us at the convention.

Certainly I feel that we have a responsibility here to our
citizens, and I say that if you review the report of Mr. Austin,
you will find that here is an opportunity to recoup, to bring
back to the people at little or relatively low cost some of the
money that is going out. We have a responsibility here, and
I am only thankful that we have this report, and I have
reasons to believe that this report was instituted much prior
to this convention. I feel that the work and efforts that have
gone into this report represents the cross thinking of many
groups and many citizens in many communities in this state.
And the report that we have today was a sort of a general
feeling that all of the people or many of the people in the state
of Michigan felt that this was what they should be having
to resolve their problem, and I sincerely hope that you weigh
the 2 volumes, Mr. Parkinson’s and Mr. Austin’s, and you evalu-
ate which you feel would best resolve the problems that we
have before us.

CHAIRMAN BENTLEY: The Chair recognizes the gentle-
man from Bay City, Mr. Higgs.

MR. HIGGS: Mr. Chairman, and fellow delegates, I share
some of the concern of Delegate Snyder as to that which is
lost and I feel the need to salvage some of the money going to
Washington. Delegate Binkowski also expressed this as a metb-
od of retaining part of the money which would be going to the
federal government. And I note also that Delegate Austin in
setting forth this schedule at page 522 refers to “amount borne
by the federal government.” It would seem as though, in read-
ing these statistics, that a big part of this tax will be paid by
the federal government. I think this is a form of self delusion.
I would assume that if we graduated beyond 10 per cent, t0
perhaps 80 or 90 per cent, we could retain even more of that
money; and the more money we keep back from Washington
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I would assume would result in a lowering of the federal
budget, if we want to carry the self delusion even further.

Now, I do believe that this report is the result of careful
study, but I would be more impressed to have the figures com-
pared if we did not make an assumption of graduation to 10
per cent, because that is not in issue—it is wide open as to
what the graduation could be—but assume a graduation equal
to the federal government and then see where we are.

CHAIRMAN BENTLEY: The Chair recognizes the gentle-
man from Hillsdale, Mr. Prettie.

MR. PRETTIE: Mr. Higgs has touched somewhat upon the
matter with which I wish to deal. I am impressed with Mr.
Austin’s very fine report, and particularly, in paragraph 5, his
statement that this does not, in effect, need to be a soak the
rich or pamper the poor provision. I find, however, that the
only example given is on an assumed taxable income of
$200,000. My question to Mr. Austin is whether you have made
similar comparisons—which I have tried to do here very rap-
idly—on incomes of, say, $10,000, $20,000 or $30,000 with which
I think we would find many more of our constituents concerned.

CHAIRMAN BENTLEY: Does the gentleman yield to Mr.
Austin for a reply?

MR. PRETTIE: I do.

MR. AUSTIN: Mr. Chairman, Mr. Prettie, there are such
statistics available, and I did not want to presume upon the
time of the committee to quote a lot of statistics. I gave these
2 examples because I thought they expressed the principle that
is involved. However, I have plenty of statistics, and I will
be prepared in the morning to quote more of them.

MR. PRETTIE: I am wondering, Mr. Austin, if you could
accommodate the delegates by making a table similar to the
one appearing on pages 521 and 522 of our journal with refer-
ence to taxable incomes of, let us say, $10,000, $20,000 or
$30,000, which would assume a maximum tax rate in the
$20,000 figure of about 30 per cent, and I come up with the
fact that the taxpayer is going to have approximately $810
less of keepable income. The federal government’s reduction
in tax by reason of the mutual deductibility would in that
instance be approximately $70.

As an accountant, I would greatly appreciate your verifying
my figures and giving us examples on, say, $10,000, $20,000 or
$30,000, which I think is more realistic than the hard case
that makes bad law that you have cited to us.

MR. AUSTIN: I am not sure that I know exactly what
assumptions Mr. Prettie would like us to make in preparing
the specific charts that he is interested in. Are you interested
in the total liability or just the marginal income?

MR. PRETTIE: Parallel tables to those on pages 521 and
522 with only this change in assumption: a taxable income of
$10,000, $20,000 and $30,000 instead of $200,000.

MR. AUSTIN: Very well.

CHAIRMAN BENTLEY: The Chair recognizes the chair-
man of the committee, Mr. Brake.

MR. BRAKE: Mr. Chairman, I move the committee rise.

CHAIRMAN BENTLEY: The motion is on the question of
whether the committee shall rise. All those in favor will
respond by saying aye. Those opposed, no.

The motion prevails and the committee will rise.

[Whereupon, the committee of the whole having risen, Presi-
dent Nisbet resumed the Chair.]

PRESIDENT NISBET: The Chair recognizes Mr. Bentley.

MR. BENTLEY: Mr. President, the committee of the whole
has had under consideration certain items of which the secre-
tary will give a detailed report.

SECRETARY CHASE: Mr. President, the committee of the
whole has had under consideration Committee Proposal 51, has
adopted 2 committee amendments thereto, and has come to no
final resolution thereon. This completes the report of the com-
mittee of the whole.

PRESIDENT NISBET: Announcements.

SECRETARY CHASE: Following the morning session of
Thursday, tomorrow, the subcommittee on eminent domain
will meet in room G to hear representatives of the highway
department. Mr. Paul Mahinske, chairman.

A meeting of the style and drafting committee announced
again, 8:00 o’clock tonight in room K.

The committee on local government meeting, which was
scheduled immediately after the session today, has been post-
poned until 1:00 o’clock tomorrow.

We have the following requests for leaves of absence: pur-
suant to doctor’s orders, Mr. Thomson requests leave of ab-
sence from Thursday’s and Friday's session; Mr. Faxon and
Mrs. Conklin request leave from the sessions of Thursday and
Friday. They have been invited to judge the ice sculpture contest
at the Michigan College of Mining and Technology at the Hough-
ton winter carnival ; Mr. Goebel wishes to be excused from the
session of tomorrow to attend to University of Michigan busi-
ness in Ann Arbor; and Judge Leibrand asks to be excused
from the convention sessions of Thursday and Friday because
of a trial case which has been on call for 4 months and found
impossible to adjourn the case to April 2.

PRESIDENT NISBET: Without objection, they will be
excused.

Mr. Brake.

MR. BRAKE: Mr. President, the finance and taxation com-
mittee will meet tomorrow morning at 9:00 o’clock. )

PRESIDENT NISBET: Mr. DeVries.

MR. DeVRIES: Mr. President, there will be a meeting of
the president’s select committee to cooperate with the legis-
lature on postconstitutional convention business immediately
following the session in the committee on administration room.

PRESIDENT NISBET: In reply to an inquiry, minority
reports to committee reports appearing in last Thursday’s jour-
nal now in the hands of research and drafting will be permitted
to be filed as soon as prepared. Minority reports to committee
reports appearing in last Monday’s journal which are in the
hands of research and drafting by the end of the session Thurs-
day will be filed as soon as prepared.

The Chair recognizes Mr. Hatch.

MR. HATCH: Mr. President, I move we adjourn.

PRESIDENT NISBET: The question is on adjournment.
Those in favor say aye. Opposed, no.

The motion prevails. We are adjourned until 9:30 tomorrow
morning. )

[Whereupon, at 5:30 o’clock p.m., the convention adjourned
until 9:30 o’clock a.m., Thursday, February 8, 1962.]
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SEVENTY-FIFTH DAY

Thursday, February 8, 1962, 9:30 o’clock a.m.
PROCEEDINGS

PRESIDENT NISBET: The convention will please come
to order.

This morning for our invocation we are very happy to have
the pastor of Delegate Durst’s church, Reverend Doctor Oliver
Collins of the First Methodist Church of Adrian. Will you
please rise.

REVEREND COLLINS: Shall we pray. Our Father, we
thank Thee for the gifts of heart and mind and spirit which
have fashioned this state of Michigan which is our home; for
the wisdom of the fathers who founded this society con-
ceived in liberty and dedicated to the proposition that all
men are created equal; for the strong and good men and women
who established this state upon the enduring foundations of
religion. We bless Thee for the skill of scientist, inventor,
engineer, and all others who have helped to unlock the re-
sources of this state to the end that all might benefit from
nature’s bounty; for the tenacity of educators who have
trained and trusted the common man in order that a govern-
ment of the people, by the people, for the people might be
securely established and extended.

May we never forget the heritage that has come down to us,
bought by the blood, toil and tears of others than our own.
May we strive valiantly to keep the democracy which has
been bequeathed to us by those who dreamed dreams of
liberty and freedom and gave the last full measure of
devotion to pass the torch on to our hands. For the great
character which has been woven into the fabric of this state,
blessed be Thy Name. For the great leaders in crucial times
who have been lifted up to direct our paths, we thank Thee.

Help us today with clear vision to see the heroes and heroines
who have had reverence for life and for Thy Name as a
name above every other name. Steady our hands as we
grasp the lamp of righteousness today. Make dependable and
wise our minds in this constitutional convention to do for the
good of the citizens of today and tomorrow that which
ought to be done. Free us from partisan politics s6 we may
cross party lines to do that which is best for the people of
this state, nation and world. May every delegate sit in the
place of every other delegate and try to see the reform
measures through the eyes of each other.

O Spirit of the living God, we surrender ourselves and our
standards to Thee for cleansing and healing, for Thou art the
strengthener and cleanser of all races. We are strong only as
we are pure. Today may Thy morality and spirituality
become the alternate beats of our own heart and work in our
very depths so that we may be safe, serene and secure. May
nothing make us inadequate or afraid, for we are possessed
where it counts at the center of our being by Thyself.

In all our deliberations today and all other days take our
littleness and ally it with Thy greatness, our insignificance and
ally it with Thy significance, our love and ally it with Thy
love; so whatever changes we shall make in the constitution
may be for the greatest good of the greatest number. In His
Name we pray together as Thy children. Amen.

PRESIDENT NISBET: The roll call will be taken by the
secretary; those present, please vote aye.

SECRETARY CHASE: Have you all voted? The machine
is locked and the attendance will be recorded.

Mr. President, a quorum of the convention is present.

Prior to the session today, Mr. Mahinske asked to be excused
because he was not feeling well.

PRESIDENT NISBET: Without objection he will be ex-
cused.

SECRETARY CHASE: Absent with leave: Dr. Anspach,
Mr. Barthwell, Mrs. Conklin, Mr. Faxon, Mr. Goebel, Mr.

Habermehl, Mr. Leibrand, Mr. Mahinske, Mr. Romney and
Mr. Thomson.

Absent without leave: Mr. Nord.

PRESIDENT NISBET: Without objection, Mr. Nord will
be excused.

[During the proceedings, Messrs. Mahinske and Nord entered
the chamber and took their seats.]

This camera on the podium will be taking a motion
picture this morning for the documentary film of the con-
vention. It will be here for the morning session only and
will be the only direct, head on view of the convention
that will be included in this film. This camera crew is from
Wayne State University, and Wayne is cooperating with
the University of Michigan and Michigan State in producing
the documentary film. I hope we can have your indulgence
for this morning’s session in order to get this film for docu-
mentary purposes.

Reports of standing committees.

SECRETARY CHASE: No committee reports, Mr. Presi-
dent.

PRESIDENT NISBET: Select committees.

SECRETARY CHASE: None.

PRESIDENT NISBET: Communications.

SECRETARY CHASE: None.

PRESIDENT NISBET: Second reading of proposals.

SECRETARY CHASE: Nothing on that calendar.

PRESIDENT NISBET: Third reading.

SECRETARY CHASE: Nothing on that calendar.

PRESIDENT NISBET: Motions and resolutions.

SECRETARY CHASE: There are no resolutions on file.

PRESIDENT NISBET: Unfinished business.

SECRETARY CHASE: None.

PRESIDENT NISBET: Special orders.

SECRETARY CHASE: None.

PRESIDENT NISBET: General orders of the day. The
Chair recognizes Mr. Bentley.

MR. BENTLEY: Mr. President, I move the convention re-
solve itself into committee of the whole for the purpose of
further consideration of items on the general orders calendar.

PRESIDENT NISBET: The question is on the motion of
Mr. Bentley. Those in favor say aye. Opposed, no.

The motion prevails. Mr. Bentley.

[Whereupon, Mr. Bentley assumed the Chair to preside as
chairman of the committee of the whole.]

CHAIRMAN BENTLEY: The committee will be in order.
When the committee rose on yesterday, the pending business
was Committee Proposal 51 to which 2 amendments have
been adopted. The business immediately before the committee
was the amendment, pursuant to minority report A, by the
gentleman from Detroit, Mr. Austin, and others to delete the
second paragraph of that proposal.

For last previous action by the committeé of the whole on

Committee Proposal 51 see above, page 853.

The Chair recognizes the chairman of the committee, the
gentleman from Stanton, Mr. Brake.

MR. BRAKE: Mr. Chairman, ladies and gentlemen, before
we start on the continuing debate on the amendments on 51,
may I call your attention to the fact that you have on your
desk a redraft of 56, which will be offered as a substitute
for the 56 that you have in your books. The changes are
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mostly just in language for clarity, but if you wish to look
them over before we get to that item, which will be, I hope,
not long, you will have them.

CHAIRMAN BENTLEY: At the time the committee rose
on yesterday, the Chair had the following names of people
who had requested recognition. Without objection, they will
be recognized in this order: the gentleman from Marshall, Mr.
Hatch; the gentleman from Grand Rapids, Mr. Martin; the
gentleman from Detroit, Mr. Downs; the gentleman from
Grand Rapids, Mr. Tubbs; the gentleman from Pontiac, Mr.
King; the gentleman from Muskegon, Mr. Seyferth; the
gentleman from Taylor, Mr. Marshall. Is the gentleman from
Detroit seeking recognition at this time?

MR. AUSTIN: Yes, Mr. Chairman, for the purpose of
offering a substitute amendment for the minority report
amendment.

CHAIRMAN BENTLEY: The gentleman is recognized for
that purpose.

MR. AUSTIN: Thank you. Will the secretary read the
substitute amendment?

SECRETARY CHASE: Mr. Austin withdraws the previous
amendment proposed by the minority report and in lieu thereof
offers the following:

1. Amend page 1, line 22, after “operates.”, by striking out
the balance of the line and line 1 on page 2. This leaves
in the language, “Every other tax shall be uniform upon the
class or classes on which it operates.”

CHAIRMAN BENTLEY: Without objection, the pending
minority report amendment will be withdrawn and the gentle-
man is recognized in support of his new amendment.

MR. AUSTIN: Mr. Chairman, the purpose of the change
is to retain the first sentence which will permit classification
or will permit uniformity within classes. What we are objecting
to principally is a constitutional prohibition to the graduated
income tax, and I think by retaining the first sentence we do
not alienate anyone who feels that we ought to have a
uniformity statement in the constitution but who might other-
wise feel that we should not have a prohibition to a gradu-
ated income tax; and I move that the amendment be adopted.

CHAIRMAN BENTLEY: Without objection, the Chair will
now proceed to recognize those members who requested recog-
nition yesterday in the order just read. The discussion will
be on the new Austin amendment. The gentleman from
Marshall, Mr. Hatch.

MR. HATCH: Mr. Chairman, I sought recognition yester-
day for the purpose of suggesting the amendment to Mr. Austin
which he has introduced as a substitute.

CHAIRMAN BENTLEY: The gentleman
Rapids, Mr. Martin, is recognized.

MR. MARTIN: Mr. Chairman, the debate yesterday pro-
ceeded on the theory that it is always going to be possible to
pass some of this income tax which might be approved here
in the state of Michigan on to the federal government. It seems
to me that we are operating under a real delusion here be-
cause, as the various states increase their state income taxes —
and this seems absolutely inevitable —the federal govern-
ment is going to be increasingly pressed because this reduces
its income tax take and sooner or later we probably will find
that the deduction for state taxes or for state income tax
is no longer available to favor those who have to pay a state
income tax. For that reason, I think we delude ourselves if
we think that this state income tax is in any way going
to be in the long run paid or collected at the expense of the
federal government. The federal government just does not act
that way in the long run.

I only want to comment briefly on this. The only way in
which we can consider the tax burden of the average
citizen is to consider his total tax burden. You cannot know
what his tax burden is by just considering what state taxes
he pays — whether state income tax or otherwise —or what
federal income tax he pays; you have to consider the total
Dicture, and the federal income tax which is based upon
ability to pay is already used to the maximum possible
e;ztent here in this country. Its graduated rates, of course,
rise to something like 90 per cent in the top bracket, but

from Grand

they rise very fast in the lower brackets and even in the
lower brackets they start at 20 per cent. Now, we have to
recognize that this type of graduation gives us in this country
one of the most steeply graduated progressive taxes in the
world today, and we have to consider that in considering this
total tax burden. I think also we have to recognize that the
expenses of state government are rising rapidly and will
continue to rise in the future, and there is no reason to
believe that ultimately state taxes may not be as heavy as the
federal tax. If that is so and if the deduction for state
taxes in the federal tax program is removed, we will have
at far lower rates than we do today a completely confiscatory
tax program, and this is the reason I introduced a proposal —
and the committee has picked up the same idea — with respect
to limitation on a prohibition on a graduated income tax
here in Michigan.

I think we have to realize that this is a long range
proposition — we are talking about the next 50 years. Taxes
have a tendency to rise rapidly —and unfortunately that
is true—and, if we have 2 graduated income taxes in the
end here for people of this state to pay, and, this is the
important thing, on neither of which are the rates fixed
with any relation to the other tax, you can expect a level
of taxation such as you have never dreamed would be
possible here in this state. For that reason it seems to me
not only desirable but completely equitable that we place
such a prohibition in our state constitution, leaving the use
of these highly progressive rates to the federal income tax
system.

CHAIRMAN BENTLEY: The Chair recognizes the gentle-
man from Detroit, Mr. Downs.

MR. DOWNS: Mr. Chairman, fellow delegates, I wish to
rise in favor of the Austin amendment and in opposition to
the majority report of the committee. I believe that Delegate
Austin did an outstanding job in going into the technical
details of tax legislation. For that reason and the fact that
I do not qualify as a technical expert, I shall not speak in
that area but, rather, try to limit myself to the general
subject matter.

With all due deference to the other speakers, I think some
of us get a little tired of the threadworn discussion about
the 90 per cent federal income tax bracket. I believe the
Harvard University business magazine recently had an article
showing that very often what people would normally think
would be in the 90 per cent income tax bracket got over into
the long range, long term tax benefit bracket.

What we really have here—and I hope that the delegates
will realize what so far we are doing on the tax proposals
when we refuse to take off in the constitution the tax on
food and drugs in the sales tax on the theory that that was
a legislative matter — and from a certain logic I think it can
be argued that was a legislative matter — but then we come
around and say that we should put a limitation on the
legislature in relation to a graduated income tax, which is
equally a legislative matter. I am very concerned that this
will end up giving the impression of a double standard and
that the convention is acting more on its fears.

I believe that Delegate Judd from Grand Rapids very
appropriately raised the question yesterday about the positive
aspects of this convention. I feel very strongly that she
did hit the nail on the head and that we must come out
with some positive aspects rather than Jjust the negative
ones.

I think in the general field of taxation, we must realize
that this is our government. I hope we get some apportion-
ment and get more representation in taxation, but the real
solutions to these problems are by what we as voters do,
and I just caution those who wish to put the state’s financial
system in an undue strait jacket and remind such delegates
and the public that to the extent we put the state in a financial
strait jacket and people have needs that are unmet, we will
be forcing people to turn to the federal government to get
these problems solved. The overwhelming majority of the
American people, I believe, are basically pragmatic, are not
too concerned whether something be done by the local, the
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stﬁte, or the federal government so long as it gets done, and if
‘'we put provisions in this constitution that will from a
financial viewpoint preclude people from solving their prob-
lems through local and state government, then we will be
‘forcing people to turn to the federal government for those
solutions.

I may not be quite as concerned as others are; I don’t
happen to fear the federal government, but I do think that
there are real responsibilities that can best be met by local
and state government, and I hope that we will not preclude
the people through our local and state governments from
meeting those financial responsibilities. Thank you.

CHAIRMAN BENTLEY: The Chair recognizes the gentle-
man from Grand Rapids, Mr. Tubbs.

MR. TUBBS: Mr. Chairman, I would like to rise to
second what Mr. Downs has just said. I, too, think that Mrs.
Judd gave the best speech on this taxation section yesterday
that has been given.

I hope Mr. Hutchinson is still in the hall. I want to say
that I do not subscribe to the Hutchinson law that was
enunciated a long time ago by him and mentioned yesterday.
A constitution is a grant of power. When you put limitations
in it, you are telling the people to whom you grant the power
that you don’t trust them. Personally, I will trust the govern-
ment, and I would like the well ventilated sentences of sections
2 and 4 of the present article X of the present constitution
which, in direct language and without any frills and without
any exceptions, grants to the legislature the power to raise
money by taxes to run this government. I would like to see
that in our new constitution.

Then I come to the statement of the chairman of the
committee that we are between the horns of a dilemma,
the second horn being public acceptance. Mr. Brake, I will
say to you frankly, as a long time friend of yours, that I do
not care whether the people accept what we do or not. I
say, as I said day before yesterday, I would like to write an
ideal constitution. If the people turn it down, it will be
their fault and not ours.

Perhaps some of you remember the gentleman from New
Jersey, who was a member of the Constitutional Convention
of New Jersey of 1947, a judge of one of its courts, and had
held other high positions, and he wanted on his tombstone
the fact that he was a member of the New Jersey Constitutional
Convention of 1947, and nothing else. I feel that I would
not want that on my tombstone and, as we are going now,
I do not think I would want my friends to know that I was
-here. (applause)

CHAIRMAN BENTLEY: The Chair recognizes the gentle-
man from Pontiac, Mr. King.

MR. KING: Mr. Chairman, ladies and gentleman of the
committee. First of all, let me say that I favor a graduated
income tax — at the federal level. I do not favor what was
-once known as the Connally amendment, the proposed twenty-
third amendment, which now, I guess, will have to be a
proposed twenty-fourth and eventually a proposed twenty-
fifth, I suppose. I believe that the federal graduated income
tax is here to stay.

But I am concerned about this argument concerning the
‘liftle people. I want to be on the side of the little people,
‘and so I would like to answer that particular type of argument.
‘I would ask the self styled Robin Hoods to consider this
point carefully: it is all right to talk about welfare — 1
"think it is wonderful myself —but at best it is a poor
gubstitute for full employment. Now, what will this prohi-
‘bition do for the little people? That is the concern and
“should be the concern of each and every one of us as dele-
gates. It will do this: it will serve notice upon the states
“of this union and the citizens of this union that we in
-Michigan do not favor a graduated income tax at the state
level, This is going to encourage, I think, a sound economic
'climate here in the state of Michigan. It is going to encourage
“an stmosphere for the kind of economic growth that we
- want, and this kind of economic growth is what in effect and

“in fact really helps the little people.

We as a state are in competition with 49 other separate,
sovereign, semi sovereign units of government. If the federal
government levies a graduated tax— which, of course, it
does and will continue to do—at least it is uniform. It is
not discriminatory as between one state and another state,
but if some states levy this kind of tax and others don’t, I
think you can see that people who have freedom of choice,
which we still do have in this country, may be inclined to go
to those states which offer the best tax advantage as they
see it, and the effect of upsetting this competitive balance
between the states will ultimately force —and I say force —
the federal government into a socialistic position of absolute
paternalism in order to provide for the needs of these little
people that we are so concerned about. And in the end, these
people, the working people of our state, are going to be
hurt twice: one, they are not going to have jobs; and two,
there is not going to be any source of taxation from which to
adequately support the necessary welfare programs which
are required when people are unemployed.

So I think we ought to give an awful lot of careful con-
sideration to what we are proposing to do here by Delegate
Austin’s minority report. I think this is a constructive step
forward—and I am assuming that we don’t want this
paternalistic socialism; I think that is a safe assumption; I
think every one of us here can agree with that—1I think
that we can take a constructive step forward if we will just
serve notice upon those who would want to do business in
this fine state of ours that we are not in favor of a graduated
income tax at the state level.

Now, let us talk about this tying the legislature’s hands.
I think too much emphasis is put on that: that we are going
to tie the hands of the legislature for the next 50 years.
Under our system of referendum and initiative petition, I
do not think that we are doing that at all. We had a 3 per cent
limit on the sales tax. Apparently, it proved inadequate. We
went back to the people and raised it to 4. All we are
really doing is saying that the people are going to have a
voice in this particular matter, and I think that this is a
sound, constructive step and I don’t think an analogy between
what we do at the state level in this regard with what we
might do at the federal level, where we have only really had 13
amendments in the last 175 years, is at all valid.

A state constitution should be somewhat more restrictive,
somewhat more detailed, and somewhat easier to change.
All we are really doing is saying to the people, the little
people and the big people — because they all vote — that they
are going to have an opportunity to pass on this particular
question before we go in that particular direction. I think it
is sound.

CHAIRMAN BENTLEY: The Chair recognizes the gentle
man from Muskegon, Mr. Seyferth.

MR. SEYFERTH: Mr. Chairman, fellow delegates, the
new amendment presented by the minority interest did not
in effect, at least to my recollection, pull out of the journal
the supporting information in regards to their position. In
this supporting information found on 521 of Journal 73, we
find almost paragraph by paragraph defending a graduated
income tax. Now, by merely removing the last sentence on
line 22, it does not then, in my estimation, change the picture
whatsoever.

It seems to me that we are now talking about our personal
beliefs and our personal philosophies, and it boils down
simply to this: if our personal philosophies allow us to
appreciate and believe in the present graduated federal income
tax methods of paying for our country’s bills, then we must
be in sympathy with the minority report. By the same token
if our philosophies do not accept the graduated federal income
tax base as a proper way of taxation, then we must follow
the majority report of the committee.

It seems to me that we have all made up our minds based on
our individual philosophies a long time ago. Any state
ment made on this subject for the last 2 or 3 hours,
including the one I am making now, certainly is not changing
‘any votes. I would suggest that we get on with the voting,

“ladies and gentlemen, and proceed.
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CHAIRMAN BENTLEY: The Chair recognizes the gentle-
man from Taylor, Mr. Marshall.

MR. MARSHALL: Mr. Chairman and fellow delegates, I
want to echo the remarks made by Mr. Seyferth. I do be-
lieve that practically all of us—1I am sure that most of us —
have made up our minds as to what form of income tax that
we would prefer if there is to be an income tax. I am not
going to express on the floor my own viewpoint as to the
form of taxation that I would prefer. I am going to in-
fringe upon your time and patience, either, by any long,
extensive remarks, because I believe everything that can be
said on both sides of this argument has been said and said
more than once.

I do object, however, and I have from the very beginning,
and I have done this in committee and I do it here again on
the floor and I will probably do it over and over again—1I
agree with Mr. Tubbs that I think we want to write a sound
document, one containing basic, fundamental law. We are,
I am afraid, and it is obvious to me and I think it is evident
in many of the committee reports—and I think Delegate
Hutchinson said it the other day and I agree with him 100
per cent when he said that all of you, well that may be a
little too broad a statement but, let’s say the overwhelming
majority — were acting like legislators instead of writing a
constitutional document.

I think it is a mistake to insert into a constitution any
restriction, to try and insert into this constitution the
philosophical viewpoints of an individual or a political party.
At the rate we are going with the amount of restrictions
we are placing in it, the do’s and the don’ts, we might
consider just abolishing the legislature and write everything
out in the constitution from now to the next 100 years.
I think that we should leave it up to the legislature from time
to time to debate the question of taxation upon the needs at
that time, leave it to the legislature to enact the form of
taxation that they feel is necessary at that particular time.

I want to compliment the distinguished delegate from
Birmingham for the very efficient way in which he has been
able to insert his thinking and philosophical viewpoint into
the committee reports. I might say that he is becoming so
efficient that he is going to wind up like the efficiency expert
who became so efficient that he only had to say a prayer on
January first; the rest of the year he said “ditto” and hopped
into bed. Thank you.

CHAIRMAN BENTLEY: The Chair recognizes the lady
from Dearborn, Mrs. Cushman.

MRS. CUSHMAN: Mr. Chairman and delegates, once again
I would like to rise and speak for a flexible constitution and
good financial management. It seems to me that we are
here writing a document that we—some of us at least —
hoped would last for 50 or 60 years or more. When we look
back over the past 50 or 60 years, we realize that we could
not have foreseen the kind of changes that have taken place
in the financial areas of state government. We have no
more reason to believe that we could foresee the changes that
are going to take place in the future in the financial manage-
ment of this state.

It seems to me that we must realize that we should leave
the legislature free to meet these changes as they occur in
the best way that it can at that time. We do not know what
is going to happen even 20 years in advance, let alone 50.
Let us leave the matter of the type, the details, of this tax
program to the legislature. Let us not put it into the con-
stitution. Thank you.

CHAIRMAN BENTLEY: The Chair recognizes the gentle-
man from Saginaw, Mr. Shackleton.

MR. SHACKLETON: Mr. Chairman, fellow delegates, it
might be well to remember that the year 1909 was when
congress first introduced the idea of a federal income tax. It
was not until February 25, 1913, that 36 states had ratified
that tax and made it operative. It took 4 years. One of the
main objections after long, loquacious debating not only in
congress but in the various states was the fact that, though
they had suggested.a 2 per cent tax and on a base much
larger than $600, some day it might become too large. The

proponents said, well, it might go up a little, possibly to 4
per cent. ) '

Prior to world war II, 32 or 34 of the states had passed
resolutions to try to get an amendment through that the tax
could not exceed 25 per cent. The war came along and stopped
that, since which, of course, it has gone up to 90. About the
only relief has been the excess profits tax. One sure way to
defeat an income tax would be to leave it wide open on a
graduated basis even if you put a top of 10 or 11 per cent.

CHAIRMAN BENTLEY: The Chair recognizes the lady
from Grand Rapids, Mrs. Judd.

MRS. JUDD: I just want to explain my vote on this
issue when it comes up. I do not consider this just an issue
on the question of an income tax or not. If I were voting
in the legislature on this question, I would vote against a
graduated income tax, but I want to speak a moment to Mr.
King’s point that this abolishing or prohibiting an income tax
will make Michigan economically attractive. If any of you
have read the publication from the Upjohn institute called
Taxes in Economic Growth, which I think came to most of
us before the convention, made up of essays by a number of
tax authorities throughout the country, you will remember
that almost all of them agreed that what made Michigan
unattractive economically was not just its tax system but the
friction that is going on within the state and the apparent
inability of the state to solve its financial problems.

So my vote on this represents a. protest against what seems
to me the inadequacy of the tax committee’s program for
solving these financial problems for the state of Michigan.

CHAIRMAN BENTLEY: The Chair recognizes the chair-
man of the committee, the gentleman from Stanton, Mr. Brake.

MR. BRAKE: That is the second time that Mrs. Judd has
brought up that point, and I think it must have an answer from
the committee. It is not the business of a constitutional con-
vention and it is not the business of a constitution to set forth
a tax program. That is the legislature’s business.

A constitution should set the limits, the restrictions — and
they should be sound — within which the legislature shall
work. I am fully aware that we have offended against that
principle in 1 item. The sales tax ought to be a statutory
matter; it is in the constitution, but the people put it there
and, as has been said before, when they speak they are boss.
Outside of that the committee has tried to keep in its own
field: the laying down of rules within which the legislature
shall act and, as everybody knows, from time to time they
will have to act differently and we cannot foresee how they
will need to act 25 or 50 years from now.

I think this should be said: the first determination when
this topic came up in committee was this: that we must
answer yes or no on the question of a graduated income tax.
Our old constitution has left that matter hanging in the
air. Attorneys over the state have disagreed for years as to
whether the legislature could pass a graduated income tax.
Attorneys general have ruled on both sides of the question.
I think if here we were to determine that we are not going
to prohibit a graduated income tax, we should expressly say
that it is authorized if the legislature sees fit. There will be
lawsuits enough in connection with the new constitution in
spite of everything we can do; we ought not to invite lawsuits
by intentionally not covering something that we know will be
the subject of litigation. So if we are going to say, “No,
we don’t wish to prohibit it,” we should say, “Yes, we
expressly authorize the legislature to do it.”

Just one other thing in connection with Mr. Tubbs’ remarks.
I am sorry for his concern about what goes on his tombstene. I
suppose that somebody — some radical — will come along and
write the word “conservative” on mine (laughter) but I am
not fussy about that at all. The only thing that I am fussy
about is that nobody shall write it on there too soon! (applause)

CHAIRMAN BENTLEY: The Chair recognizes the Iady
from Port Huron, Miss Andrus.

MISS ANDRUS: Mr. Chairman and members of the com-
mittee,” I wanted to speak yesterday. I wanted to ask Mr.
Van Dusen & question. Now, perhaps, I should ask it of
Mr. Brake. Ever since the depression and the passage of the
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15 mill tax limitation, I have followed — that is about 30 years
ago— 1 have followed our state taxes both locally and in
the state with a great deal of interest. The people of Michigan
were desperate in 1932 and ’33, and this 15 mill tax limitation
was to assist them locally. The state generously said that
they would go off from their tax on property and they
would raise the taxes for their state expenses in some
other way.

‘We, however, have not trusted the legislature. We have
earmarked most of those funds. I was very interested in Mr.
Van Dusen’s statements over and over this week that we
should trust the legislature, that we should remove restric-
tions from its hands and give it a free hand.

Now as I look back—and I did this yesterday curing the
debate— I saw that we had not restricted — removed these
restrictions. We have kept them. We have said we cannot
trust the legislature to provide for highways; we have got
to have some special funds for highways. We cannot trust
the legislature to provide for the cities and the townships.
We cannot trust the legislature to provide for the schools.
And so we end up—1 think all of you realize we are
keeping practically all of these restrictions, though many of
us came here with an idea and a hope that we could in
the future trust our legislature.

Now do any of you remember the one thing we are going

to trust the legislature with? That is the teachers’ retirement, -

(laughter) the one thing. And Mr. Van Dusen made a very
great plea that we could trust the legislature. Now I want to
tell you that the teachers’ retirement law was passed many
years ago, before 1933, and the legislature was supposed to
get money —

CHAIRMAN BENTLEY: The Chair will have to advise the
lady from Port Huron that she will be out of order unless she
addresses herself to the pending amendment.

MISS ANDRUS: Yes. Well this has a bearing on it. I am
sorry if I haven’t made myself clear. —so we found we
couldn’t trust the legislature, that when it didn’t have money
it couldn’t put it in the teachers’ retirement fund. That was
why, when we passed the sales tax diversion amendment, we
provided that there should be a certain percentage of that
2 cents for schools put aside each year, so that when teachers
retired there would be some money, if the legislature didn’t
have money, which so often it didn’t seem to have.

Now that is the point that I want to make in connection
with the graduated income tax proposal. I hope that most
of you are beginning to see the connection now. We felt the
other day — I think all of the teachers did — “Well, we are
going to trust the legislature; we are surely going to have
more money in the future, and the legislature will be able
to put it in.”

Yet as we earmarked or kept in all these other earmarks,
it seems rather pathetic that the retirement fund cannot be
kept as a fund. Mr. Spitler made that very clear the other
day, I think, to all of you. The fund is something that the
people, the taxpayers, put in. They put in a provision so that
it would be paid. I think every teacher is grateful that the
convention has voted for a definite provision for teachers from
now on when the constitution goes into effect, but it does
not provide — in fact, it has taken away — the fund which was
provided by the people to take care of the teachers who have
retired and go up to their retirement period.

Now this is what I would like to ask. We wanted to free
the legislature’s hands, to trust it. Now we are by our 50
per cent assessment limit saying local governments cannot
raise as much — before it was 100 per cent, now it is 50 per
cent — we do not trust the legislature to have it 50 or 60 or
something. Then we say it cannot pass a graduated income
tax. I think we ought to be logical. Either we want to trust
the legislature and let it do what it should, or I hope later on
you will reconsider. If we limit the legislature in everything
except our teachers’ retirement, I hope you will reconsider
that. .sometime,

. CHAIRMAN BENTLEY: The lady yields to the chairman
.of the committee for reply.

MR. BRAKE: I rose to answer the question and I didn’t
hear any, so I will sit down again. (laughter)

CHAIRMAN BENTLEY: The lady still has the floor.

MISS ANDRUS: If we are not going to trust the legisla-
ture, then we should keep in the limitations we had before —
and my question of you or Mr. Van Dusen was: do you think
we can trust the legislature?

MR. BRAKE: That varies from delegate to delegate. As
a former legislator, I trust it a great deal. There are those
who do not. Somebody said yesterday and I heard the state-
ment that you cannot expect in politics that anybody is going
to be consistent. Maybe this bears that out.

CHAIRMAN BENTLEY: Miss Andrus, before you take
your seat, I believe there are 2 or 3 members seeking recog-
nition. Do you yield either to Mr. Van Dusen or to Mr.
Tubbs for further reply?

MISS ANDRUS: Yes. Whichever one rose first.

CHAIRMAN BENTLEY: Mr. Van Dusen, the gentleman
from Birmingham. You still retain the floor, Miss Andrus.

MR. VANDUSEN: Mr. Chairman and members of the
committee, I am delighted to learn how many converts to
flexibility we have made. I just wish we had made them a little
earlier.

CHAIRMAN BENTLEY: Miss Andrus, do you yield to the
gentleman from Grand Rapids, Mr. Tubbs?

MISS ANDRUS: Yes.

MR. TUBBS: I just rise to a question of personal privilege,
Mr. Chairman. I think I am entitled to equal time with Mr.
Brake about tombstones. He said something with which I
wholly agree. (laughter)

CHAIRMAN BENTLEY: The gentleman from Hillsdale,
Mr. Prettie, is seeking recognition.

MR. PRETTIE: Yesterday at the conclusion of our after-
noon session, I had requested that Mr. Austin give us figures
in lower income tax brackets than $200,000, so that we might
compare the impact of a state graduated income tax with
deductibility as we now have and hope we may have in the
future for federal income tax purposes. Mr. Austin and I
conferred concerning this subject this morning at breakfast.
There has been distributed to each delegate a copy of such
a schedule. I think it is informative to the delegates because
I believe that more of us and more of our constituents are
in the $5 to $50 thousand taxable income bracket than in the
$200,000 income tax bracket, and I wish to express my personal
thanks and I hope the thanks of all delegates to Mr. Austin
for the work that this represents.

CHAIRMAN BENTLEY: The question is on the Austin
amendment to the committee proposal. The gentleman from
Ann Arbor is recognized.

MR. POLLOCK: Mr. Chairman, I want to associate myself
with the remarks that have been made by the very gracious
lady from Grand Rapids and with those made by Mr. Tubbs.
I feel that this is an exceedingly important turning point in
the work of the convention. Either we slide down the hill
to reaction or we go forward on a hopeful note.

I confess to considerable disappointment that this issue,
the income tax, has been intruded into the discussion. I don’t
believe this was necessary. It seems to me that it is not a
question of whether we favor an income tax, a graduated
income tax, or not; it seems to me it is a question of legisla-
tive power and fiscal capacity. In the situation in which
the state of Michigan finds itself today, in great fiscal straits,
for this convention to forbid the legislature any reasonable
means of trying to cope with that situation seems to me to be
the height of futility, and I certainly could not approve of it.

Likewise the argument, which I certainly couldn’t follow,
of Mr. Martin’s that because the federal government has pre-
empted this field and because of the interrelationships between
state and federal tax systems, that we ought to somehow —
I couldn’t quite get the thread of the argument— prevent
the state of Michigan from adopting a graduated income tax.

Now, I happen to have worked for quite awhile in the fleld
of intergovernmental relations, and I realize full well that the
tax problem in the United States is a very, very serious
problem and that it is an extremely difficult one for the
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states; but I think it does not take too much vision to look
into the future and to realize that it is possible even with the
federal system, for the federal government and the states
and localities within our lifetime to work out some kind of a
division of tax capacity in the taxation field which would be
satisfactory to everybody. In unitary governments this has
already been done, because it is somewhat easier; there has
been a division. It seems to me that it is not going to help
the solution of federal-state-local tax relationships to write
into the constitution for the long haul the prohibition against
the state legislature from ever enacting a graduating income
tax, whether it is tied into the federal one or not.

I think, therefore, that we should vote on this issue not
whether we believe in a graduated income tax or not—1I am
like Mrs. Judd —if I were in the legislature today I would
not vote for a graduated income tax; I would vote for a flat
rate income tax, in the present situation. But if I were in
the legislature I would not want to be forbidden by this con-
stitutional convention to vote any way that the facts seemed to

oint.

P I think, therefore, that we are at a turning point in the
convention, and I am sorry that the whole thrust of these
proposals from the finance committee instead of looking
forward have, as Mr. Brake said a good many times, been
looking apparently at the ballot box: what the people will
accept. Well, what the people will accept — often you come
to the conclusion that you want to come to. I do not know
where Mr. Brake is looking; he is not looking in the same
direction I am, and I think my view is at least as broad as
his. I think what the people of Michigan want us to do
is to do the best that we can do. Acceptance will follow if
we do a good job. (applause)

CHAIRMAN BENTLEY: The Chair recognizes the gentle-
man from Detroit, Mr. Austin.

MR. AUSTIN: Mr. Chairman, I had in mind responding
to some of the remarks of Mr. Martin, but Dr. Pollock has
done that a lot better than I could have done, and I want to
thank Dr. Pollock. There has been distributed to you the
chart which was requested by Delegate Prettie. I do not
believe that you will have any questions, but I felt that I
should make myself available to answer any questions that
might arise in connection with it.

There is one little detail about this chart which I think
you will find interesting. Down under the section ‘state
income tax” on the last $1,000 of income, “amount borne
by the taxpayer”, in the first column we are dealing with the
taxable income of $5,000. If we had a graduated rate struc-
ture which approximated that of New York or Minnesota —
and I might say that one of the problems in developing a
chart of this nature is that you have to make some assump-
tions as to how the rate structure would be graduated,
and the graduations in tax structures throughout the various
states are not uniform. In the first column we have $29.60
paid by the taxpayer out of his pocket. The federal govern-
ment would pay $10.40 and the state would get $40, the sum
of the 2. In other words, from a $5,000 income the state
would take $40; $29.60 from the taxpayer and, in effect,
$10.40 which would be borne by the federal government.

I move over to the last column on the $50,000 income. There
the taxpayer would pay $25, the federal government would
pay $75, and the state would wind up with $100. The $50,000
taxpayer would actually pay out of his pocket toward the
state income tax less money than the $5,000 taxpayer but
the state would get $100 in the one case and only $40 in the
other case. I thought that that was an interesting obser-
vation.

CHAIRMAN BENTLEY: Is the gentleman from Detroit,
Mr. Madar, seeking recognition?

MR. MADAR: Mr. Chairman, I am going to make my
remarks brief: let’s vote.

MR. AUSTIN: Mr. Chairman, I had not completed —

CHAIRMAN BENTLEY: I beg your pardon, Mr. Austin.

MR. AUSTIN: Mr. Chairman, a great deal has been said
on this subject. However, I do feel constrained to make
a few closing remarks. Inasmuch as it has been necessary

for me to get involved in the technical aspects of this, I would
like to present just a few comments in regard to the equity
and the legislative freedom subjects about which there has
been so much discussion.

Anyone — and I do not expect contradiction on this item of
analysis — would be tempted to make sure that we write
the proper taxes, the proper financial safeguards, into our con-
stitution. This is one article of the constitution that tempts all
of us to forget that the constitution is supposed to lay the
groundwork for the operation of all branches of our govern-
ment. One of the good causes for this temptation is part
and parcel of the development of any constitution. Taxes
pay the cost of government. The people have surprised
their representatives by showing their willingness to pay
the cost of government and they have used their power of
initiative and referendum to prove not only their willingness
but their concern as well.

Some of us favor earmarking of revenues; others oppose it.
Some of us consider this a matter of good government principle
while others regard it as an effect to be reckoned with because
of the circumstances which brought about this effect and be-
cause this effect is not easily resolved. Regardless of where we
stand on each governmental principle involved in each such
issue, we will be neglecting our obligation if we fail to com-
bine consideration of all factors of historic precedent, of future
need, and yet we must not forget that the people make the
final judgment on the new document.

The tax proposals and provisions for finances that have come
before the committee on finance and taxation were numerous.
They reflected our immediate circumstances. They have been
aimed at small specific items and at large general items. They
have urged tax relief for everyone. Many have tried to indicate
new sources of revenue.

Our implied responsibility should be clear at this time. To
succeed we must present within the revised constitution, first,
a philosophy on which future fiscal policy shall be based.

We may take it for granted that our historic background
rejects taxation without representation, but we should also
remember that our historic background stresses equity as a
principal ingredient in our fiscal philosophy. A tax structure
is considered adequate when it yields sufficient revenue to meet
rising costs for providing public service for a growing popula-
tion and an expanding economy. Obviously, the Michigan tax
structure has failed to meet this test. Equity or neutrality in
taxation is achieved when equal treatment is given equals and
when the distribution of tax burdens among income groups is
regarded as fair or proper. The achievement of equity must be
sought in consideration of the tax structure as a whole where
some progressive levy may have to be included to offset the
regressive nature of other taxes.

The Michigan tax and local structure abuses the concept of
equity in a variety of ways. There are gross inequalities in
the assessment of property for local tax purposes and its impact
on business. The sales tax does not treat equals in like man-
ner, because its impact depends on how a taxpayer spends his
money ; it violates both the concept of horizontal equity and
vertical equity; nor does it do justice to low income families
and large families. These are glaring inequalities and there are
also inequalities in the business activities tax, the franchise
tax, intangibles tax, insurance premiums, alcoholic beverages
and cigarette taxes. The impact of state and local taxes on
business and industry must not deter industrial growth or ad-
versely influence industrial location decisions. Business taxes
should be determinable with clarity, should bear some reason-
able relation to the volume of public service utilized and should
be imposed at a level consistent with that of other states.
~ Among us are those who are intensely concerned with pre-
venting government encroachment and those who stress more
local control and others who argue that services coordinated
by the state are more economical. These are the positions that
reflect the paradox of our times. To ignore or suppress them
would be to ignore our times. But this is the important moment
when we must do more. This is the time when we must admit
imagination as to the respected participant in our deliberations.
We can not know what will face the legislature 5 years from
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now. To tie their hands would be not only unimaginative but
also foolhardy. .

The people we represent expect us to achieve the best possible
philosophy, to protect their well being, to lay the best possible
groundwork for the best possible legislation; but the people
~we represent also expect our conclusions will be just and fair
and equitable and flexible and adaptable and serviceable to
all the people, will help provide good government that does not
go beyond its proper boundaries but is prepared to give good
service whenever and wherever there is need. They have a
right to expect this miracle. Thank you.

- CHAIRMAN BENTLEY: The Chair recognizes the gentle-
man from Bloomfield Hills, Mr. Woolfenden.

- MR. WOOLFENDEN: I would like to ask Mr. Austin a
“question. Mr. Austin, in this chart which you distributed to-
day and in the one which accompanied your minority report,
you did not point out in your oral presentation that this evi-
dence that it costs the big taxpayer less than the little tax-
payer is directed only at the last thousand of income. Is that
correct?

MR. AUSTIN: That is correct, Mr. Woolfenden.

MR. WOOLFENDEN: And would you say, would you agree
with me that the last column, the $50,000 or the biggest one
on the chart that you present this morning, is proof positive
that the graduated income tax reaches a point of diminishing
returns in the higher brackets? :

MR. AUSTIN: I am not quite sure that I understand that
question, Mr. Woolfenden.

MR. WOOLFENDEN: Well, in effect —

MR. AUSTIN: Pardon me. Just to make sure that you
understand why I am confused. I do not know whether you
mean diminishing returns to the state or diminishing returns to
the federal government or to the taxpayer.

MR. WOOLFENDEN: The diminishing returns to govern-
ment from the taxpayer — if, in other words, this thing con-
stitutes an invasion of the federal revenue in the case of the
larger taxpayer and relief to the larger taxpayer on the last
dollar of income. Isn’t that correct?

MR. AUSTIN: That is correct. We are talking about in-
vasion of the federal preemption that has been stressed here
on the floor. This is one example of how the state might
invade that so called preemption by the federal of the — let’s
say the income of taxpayers for income taxation.

MR. WOOLFENDEN: Well, we're all citizens of the United
States as well as the state of Michigan and these governments
have to get their revenues from some place, and I think we
are deluding ourselves when we think that we are producing
revenue by taking it out of the federal treasury, long range,
for the state. I think we reach a point of diminishing returns
under a graduated income tax.

MR. AUSTIN: With apologies to the Chair for continuing
this, I do not believe, Mr. Woolfenden, that this is a delusion.
It is a fact. We have over 30 states that have graduated
rate structures in their income tax programs. This is a fact
which we cannot overlook. It is a fact that we can do nothing
about. We can do nothing here, sitting in this constitutional
convention, about the graduated rate structure of the federal
income tax. This is a fact that we must live with.

Now, having these facts before us, we must consider whether
it is advisable to make it possible for our state, our state
legislature, to do exactly what the other states are doing in
getting what we consider to be the fair share of the revenue
from income taxation and to prevent the taxpayers of Mich-
igan from contributing disproportionately to federal programs
in other states. Now it is not for us to say here that this
ought to be done. We are only interested in saying that we
should not prevent the legislature from doing it if it should
feel in its wisdom that it is desirable to do so.

. MR. WOOLFENDEN: May I speak to the question?

..., 0JHAIRMAN BENTLEY: The gentleman from Bloomfield

_Hills bas the floor. :
_~MR. WOOLFENDEN: I welcome the opportunity to vote
on the morality of a graduated income tax. This is the only

-time in my lifetime, probably, that I will have the opportunity

to record my position on the morality of a graduated income
tax.

I don’t think 2 wrongs make a right, and that is why I don’t
think — why I am not impressed by the argument that com-
petitively with other states we should have a graduated income
tax if, in fact, it is morally wrong.

This country has been built, in my judgment, in my con-
viction, because of equality of opportunity and not because of
legislative equality. If we want to make equal by legislation,
then we should join some socialist government; but I am in
favor of equality of opportunity, and I think a graduated
income tax which says if my next door neighbor earns twice as
much money as I do that he should not pay twice as much,
he should pay 4 times as much, is essentially an immoral tax.
I am absolutely opposed to it, and I am against this amend-
ment and for the committee proposal. I do not believe we are
hamstringing the legislature; I think we are merely stating
the American philosophy of free enterprise and equality of
opportunity. (applause)

CHAIRMAN BENTLEY: The Chair would like to an-
nounce, before recognizing the next speaker, that we have 5
more speakers scheduled to speak on this amendment and the
secretary advises that there are 4 other pending amendments
on the desk to this paragraph. The Chair recognizes the gentle-
man from St. Joseph, Mr. Upton.

MR. UPTON: We have heard a great deal about raising
revenues to meet our expenditures. I think one of the things
we have not talked about is how we can give direction to
our legislature as the economy is in our state. Looking at the
facts and figures of government finance put out by the tax
foundation corporation, we find that Michigan is already pay-
ing $101.78 per capita in state taxes.

Ladies and gentlemen of this committee, this compares with
our neighboring states of Ohio at $75.33 per capita; Minne-
sota, $96; Illinois, $75; Indiana, $81. These are our competing
states that we are neighbors with, the states that are taking
our industry away from Michigan; and if we add to the already
overburdened per capita by even talking about a graduated
income tax, in my estimation we are not helping our business
climate. The people of Michigan have already spoken about
their desires for not having an income tax when they voted
last year for the 1 cent increase in sales tax. We were hope-
ful that this would take care of our state requirements but it
has not. We should at least give direction to our legislature
that the people do not wish it to pass a graduated income tax.
This is why I am supporting the committee proposal.

CHAIRMAN BENTLEY: The Chair recognizes the gentle-
man from Detroit, Mr. Binkowski.

MR. BINKOWSKI: Mr. Chairman, ladies and gentlemen
of the committee, I would like to remind the committee that
this proposal before us not only ties the hands of the legis-
lature but ties the hands of all legislative bodies in the whole
state of Michigan. I think that I tried to point out yesterday
that the city of Detroit in its tax study recommended a piggy-
back income tax; that is, an individual would first determine
his federal income tax and then, for example, take a 8 per cent
flat rate of that federal income tax. Now, this proposal would
prohibit the city of Detroit or any other local unit of govern-
ment from doing this, and I submit to you that this proposal,
then, interferes with the principle of local self government.

Mr. Woolfenden’s plea for equality is, I think, kind of amus-
ing, if you will excuse me, Mr. Woolfenden, for commenting
thusly. When we get into the question of reapportionment,
I think that we will be talking about equality, too, that is,
the theory of one man, one vote. And it is interesting to note
that it appears, I would say, that the majority here believe
in equality of taxation: that is, everyone should pay the same
amount of taxes — their vote should not be the same but
they should be able to pay the same amount of taxes. Thank
you.

CHAIRMAN BENTLEY: The Chair recognizes the gentle-
man from Grosse Pointe Shores, Mr. Cudlip.

MR. CUDLIP: Mr. Chairman and members, I should like
to address a question to Mr. Austin and then make a brief
observation, if I may, through the Chair. Mr. Austin, suppose
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that each of the 50 states of this union had a graduated income
tax of the kind you advocate? Because of the legislative enact-
ment and rates reasonably high —you don’t know what they
would do over a period of years—what would that do
to federal finances? The present administration has a budget
of $90 billion dollars per annum. We owe $300 billion.

As Mr. Woolfenden said, we are citizens of the federal
government and citizens of each state, the state in which we
reside. We are proud members of the United States, as well
as being citizens of this state. It seems to me that if this
thing is carried to its conclusion, the federal government will
pot have the money to carry on the wars, hot or cold, or to
perform all the other services that they are required to per-
form because of the nature of that government.

MR. AUSTIN: Mr. Chairman, Mr. Cudlip, I do not believe
that we should be concerned here at this convention about the
federal budget and how funds should be raised for the federal
government. Our major concern is for the taxpayers of the
state of Michigan, and we are concerned to see that the tax-
payers of Michigan do not contribute disproportionately to
federal projects in other states.

Now, it is conceivable that if every state had a graduated
income tax, it would materially reduce the amount of revenue
going to the federal government, and it might be necessary for
the federal government to take some offsetting measures. At
the same time it is also conceivable that by raising additional
revenue these states will be able to provide services for them-
selves that they now ask the federal government to provide.

MR. CUDLIP: Thank you very much, Mr. Austin, but
I do not know how we are going to provide money for these
services that only the federal government can perform, and one
of those is the defense of our nation in these perilous times. We
have been in cold wars and hot wars for years and I am very
fearful that if we implant this doctrine in each sovereign state,
we are going to have dire consequences as respects our federal
government, which is our government too.

MR. AUSTIN: Mr. Chairman, if I may, just one more re-
sponse?

CHAIRMAN BENTLEY: The gentleman has the floor. He
may yield to you.

MR. CUDLIP: 1 yield.

MR. AUSTIN: Thank you. We have to remember that over
half of our states have a graduated rate structure; over half.
The precedent has already been set. It is nota matter of Mich-
igan starting a stampede in this direction. It is merely a mat-
ter of Michigan — if I can put it this way — catching up.

MR. CUDLIP: Two wrongs don’t make a right, and this
proud state should not continue any lead that might affect
the finances of our central government. Thank you.

MR. YOUNG: Mr. Chairman, would Mr. Cudlip yield? I
would like to comment on that question.

CHAIRMAN BENTLEY: Do you want to yield to the gen-
tleman from Detroit, Mr. Young?

MR. CUDLIP: I yield permanently.

CHAIRMAN BENTLEY: The gentleman is inclined to
yield; he yields the floor, Mr. Young. You will be recognized
in your turn. The Chair feels impelled to make a statement
before recognizing the next speaker. He has often heard of the
law of diminishing returms, but it certainly does not apply to
the number of people who wish to speak. We still have 5 peo-
ple scheduled on this amendment. The Chair recognizes the
gentleman from Detroit, Mr. Downs.

MR. DOWNS: Mr. Chairman, there are 2 points I wish to
make and I will try to make them very brief. The first is
on the history of the sales tax. It is true that this was put
into the constitution by the people. I think it was done in a
period almost, shall we say, of economic desperation that all
of us hope we don’t return to. It was done in conjunction
with limiting the property tax.

Now, I think in trying to look ahead that I would like
briefly to comment on comments of 2 of the delegates in par-
ticular. I believe Delegate King from Oakland county made
a very good point on the so called competitive factor and, if
I understood him correctly, he pointed out that federal taxes —
while people may not be enthusiastic about paying them —

at least have the uniformity concept of taxes, so that no one
state was put at an economic disadvantage.

I believe Dr. Pollock, in his usual manner of looking ahead,
projected the concept that at some time there would be addi-
tional division of revenue between the federal and state and
local governments, and I think those 2 concepts are not in-
consistent even though they may look so at first blush.

My own thinking, for whatever it is worth, is that we will
get to the point in our financing where we quit putting these
watertight compartments about forms of taxes and be con-
cerned more with function, specifically. I can see the day
when we overcome the so called competitive factor among
states that often tends to penalize the state trying to meet
its problems by —and I hesitate, Mrs. Judd, to use the word
“earmarking’” but — perhaps reserving a certain amount of the
income of corporation or other federal tax we pay to Washing-
ton for the purposes of the states and local communities. This
would mean that then we would get revenues on a noncompeti-
tive basis amongst the states and yet keep that state admin-
istrative control that is so near and dear to many people’s
hearts. I cite as an example the highways, and there has been
a lot of discussion about roads, but the outstanding feature
to one who drives a lot is that we are getting roads in Mich-
igan, and one reason is not only our eminent highway director
but is the fact that we have some uniform federal gas tax
money coming into Michigan; and it doesn’t matter what state
we live in, we pay that same amount of federal gas tax so
that the charge cannot be made that roads are putting one
state at a competitive disadvantage with another.

Now, in writing this document, I do not pretend to spell
out just what that federal-state relationship is that Dr. Pol-
lock refers to. As I indicated, my own thinking is that it
will be the direction where there are certain federal minimum
standards, where there are certain federal assurances of a
rebate of money that was collected in various states with the
states and local communities handling the administration of
the financing. But to do this, I plead with the convention not
that we make that blueprint for 50 years ahead but at least
that we have a constitution which will permit that type
of organic development between the federal and state govern-
ment that will end up best meeting the needs of the people.
I do not know particularly what form it should take, but I do
believe we should allow the leeway to have that federal-state
relationship develop that Dr. Pollock mentioned. Thank you.

CHAIRMAN BENTLEY: The Chair recognizes the gentle-
man from Detroit, Mr. Madar.

MR. MADAR: Mr. Chairman, I would like to bring out a
couple of points, and I would like to give an answer to some
of the things that have been said here. I sort of begin to
worry a little bit myself about the worries of all these peo-
ple around here who are thinking about socialism creeping into
the state of Michigan.

Well, it seems to me that a lot of these people haven’t been
worrying about how much money they were going to take from
Detroit. A couple of days ago they were willing to take it
away because they thought that they ought to grab a share
of that money that is down there, or a lot of that money that
is there. They say that this is going to kill incentive. Kill
it? Don’t you ever think it is going to kill incentive, Believe
me, these people who are worried about how much this is
going to cost them and they may just as well quit trying to
make any more money because they cannot keep it — believe
me, you just step aside a little bit and watch your own brother
start stepping into your shoes. They would like to take your
place. In fact, if you don’t move in a hurry, they are going
to run over you, and they will pay that tax; they will pay it
in a hurry.

You worry about taking moneys away from the federal gov-
ernment? How silly can you get? Here just a couple of months
ago the legislature of this state refused to accept any money
from the federal government. You said it was welfare. And
when I say you said it was welfare, I would say there are a
good many of you here who were telling your partners over in
the legislature not to accept it. Well, let me tell you something.
If the government had that kind of money to give to the state
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of Michigan, I think you are mighty foolish, mighty, mighty
foolish not to keep it here so that they don’t have to give it
to you in welfare. Let's keep it here, as I said, then it won’t
be welfare. Now, let us see what happens to this money
when you do not take it. Well, they don’t cut your taxes. In
Michigan, we have been one of the highest paying tax states in
this country. We have always been one of the highest taxpay-
ing states in this country — not here, paying it to our govern-
ment here; we have been sending it to ‘Washington to give to
those states where they will not pay any taxes, where they are
doing what you are trying to establish here: where they re-
fuse to pay for the government, their state government. They
want the federal government to pay it, want you to pay it.
How silly and stupid can you get? Thank you.

CHAIRMAN BENTLEY: The Chair recognizes the gentle-
man from Jackson, Mr. Karn.

MR. KARN: Mr. Chairman and members of the committee,
I only want to express my position by saying that I am in
wholehearted agreement with the statement made by Mr. Wool-
fenden, and that I am voting in opposition to the amendment
of Mr. Austin.

CHAIRMAN BENTLEY: The Chair recognizes the gentle-
man from Romeo, Mr. Rush.

MR. RUSH: Mr. Chairman, ladies and gentlemen, I am
going to be very brief. I just want to make one statement. I

think it is obvious to most of us that our federal income tax:

has gotten out of hand. And why has that happened? Simply
because we didn’t put on proper safeguards. It is quite evident
that any unit of government will find a way to spend all of
the money that comes their way. We have tried to buy friends
among all the nations of the world, even buy our enemies.
So they will spend all the money they get. Today we are in a
position to put in some proper safeguards so that doesn’t
happen on the state level. Thank you.

CHAIRMAN BENTLEY: The Chair recognizes the gentle-
man from Detroit, Mr. Young.

MR. YOUNG: Mr. Chairman, as one of the sponsors of the
minority report, I thought a few minutes ago to answer a
question of Mr. Cudlip addressed in the direction of that
report, and I am sorry that he did not see fit to yield at that
time and, therefore, my reaction will be somewhat delayed.
All I want to say in answer to his question is, what would
happen if 50 states were to adopt a graduated income tax
and thus take advantage of the reduction of the amount of
money going to the federal government is that if we pass the
proposal, it will be only 49 states because Michigan will be
unable to take advantage of this tax rebate. In fact, what we
are proposing is to permanently forbid the state of Michigan
and the taxpayers of Michigan the possible opportunity of
taking advantage of certain federal moneys that can be kept
in the state while, at the same time, 33 out of 35 states that
presently have an income tax take that advantage.

This is merely another way of increasing the tax burden
on the people of Michigan and passing Michigan money out
to the other 49 states. Now, that was the reaction to the
question.

The other point I want to make, and I will be brief, is that
we are now proceeding in the general article on finance to
establish what seems to me a political philosophy : to freeze
a certain direction of taxation. Now, if there is any legitimacy
to the argument that has been advanced here that we need
to encourage industry and that industry needs relief, then
we must also recognize the fact that the lower income groups
in Michigan need relief. I do not think that we should for-
evermore freeze the philosophy, a trickle down philosophy, into
our constitution which is based on the theory that what is
good for General Motors is good for Michigan. I think we
should give some attention to the fact that there is a necessity
‘for making the maximum amount of money available to those
ih the lower income brackets, so that they would have enough
fands to purchasé some of the products that industry seeks to
distribute. '

' Now, in regards to a philosophy, Mr. VanDusen has ad-
yanired Mr. Parkinson’s law or laws. Now, I am not too familiar
‘with Mr. Parkinson. I understand he is a full time humorist

who in his spare time deals with economic matters, but it is
my fond hope that in embracing Parkinson’s laws we here in
Michigan do not become infected with Parkinson’s disease.
(laughter)

CHAIRMAN BENTLEY: The Chair recognizes the gentle-
man from Niles, Mr. Boothby.

MR. BOOTHBY: Mr. Chairman, ladies and gentlemen, I
think that this question now before us, the question of whether
we are going to adopt the committee proposal or the minority
amendment allowing for a graduated income tax, resolves itself
to this basic problem and this basic principle: are we going to
allow taxation to be used only for the legitimate needs of
government or are we going to allow it to be used for the
distribution of the wealth?

There are 2 uses of taxes. The one use is to take care of
the legitimate needs of government and that is the legitimate
use, and the other use that has been seized upon by some
people is to use taxation for the principle of distributing
wealth. This is what I call a Robin Hood style of government
where you take it from the rich and give it to the poor. I do
not believe this is the legitimate purpose of taxation and I
feel that it is necessary to write into the constitution a pro-
hibition against a government adopting this theory of taking
it from the rich and distributing it and leveling all people
to the same status in society.

I will say this, that if we allow for a graduated income
tax you will never see a time where there will not be a demand
for increased services. The only way you can control the
demand for increased services is to prevent the adoption of a
graduated income tax. I thought it was most interesting to
note that 2,300 years ago the Greeks tried the so called pro-
gressive income tax—and there is nothing progressive about
an income tax, it was tried 2,300 years ago by the Greeks, and
a leading scholar of that day, Socrates, made this comment;
he said:

It would appear that success is to be punished; that
exorbitant taxes have made it a crime for man to prosper.
The end result of such order can only be removal of in-
centive, the discouragement of our people and the destruc-
tion of our free society.

When a few years later the Spartans came and attacked
Athens, the Greeks did not seem to feel they had anything to
fight for. Thank you very much.

CHAIRMAN BENTLEY: The Chair would make an an-
nouncement. There is one more speaker on the list. The Chair
has been very flexible in allowing remarks on the pending
amendment but, as the Chair understands the pending amend-
ment, this is not over the merits or demerits of a graduated
income tax; it is only whether or not there should be a con-
stitutional prohibition against such tax. The Chair will feel
compelled from now on to hold any future speeches strictly
to that interpretation. The Chair recognizes the gentleman
from Ann Arbor, Mr. Bonisteel.

MR. BONISTEEL: Mr. Chairman and fellow delegates,
you would think that whatever we are going to do in adopting
a provision in the constitution at this particular time prevents
for all time something being done about a thing that may
become apparent or may not become apparent in the years
ahead. I want to direct the delegates’ attention to the fact
that I believe this convention will endorse and approve in the
constitution the things we call initiative and referendum, and
I believe if the people want to speak on a graduated income
tax provision they can speak through the initiative and ref-
erendum, and I do not think that we are limiting in any sense
the type and kind of taxation that the people of this state
might want in the future, because we have the perfect device
to answer that question. That is the position, I think, that the
delegates should take here.

CHAIRMAN BENTLEY: The Chair recognizes the gentle-
man from Hancock, Mr. Heideman.

MR. HEIDEMAN: Mr. Chairman, fellow delegates, I wish
to oppose the inclusion of this prohibition against the gradu-
ated income tax in the constitution. There must be something
with which we can entrust the legislature. We have been
debating here as if we were passing an income tax. If I were
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listening in on this, came in on this, I would think we were
debating an income tax. Are we going to pass it now today?
Are we voting on this subject? We are not voting on any
such subject at all.

As a matter of fact, Woodrow Wilson, I think, made the
observation that the supreme court is like a constitutional
convention in continuous session. Well, maybe what we should
do is decide to remain in continuous session at least until the
last delegate dies to cover our tracks for mistakes we made by
dating our constitution. I think if we put this thing in here,
within a matter of 2 years or 5 years they will be tearing
apart our constitution, and I think we should try to make it
a document which will stand some test of time. Further-
more, in accordance with what President Eisenhower said, by
leaving some authority to the legislature, why, we can help
to maintain state government and maybe encourage the sur-
vival of our federal system of government rather than the
unitary system, so that people can look to the state for some
things.

I might add that, as somebody mentioned the fact about
abolishing the legislature, maybe we should at least suspend
it if we are so fearful of its actions. Now, this thing has to
be debated and passed by the legislature. Reference has been
made to the sales tax—

CHAIRMAN BENTLEY: The gentleman will be out of
order unless he confines himself to the pending amendment.

MR. HEIDEMAN: Very well. I just wish to say that I
think it would be a very foolish thing if we write this re-
strictive thing into the constitution.

CHAIRMAN BENTLEY: The question occurs upon the
amendment of the gentleman from Detroit, Mr. Austin. As
many as are in favor of the pending amendment will respond
by saying aye. Those opposed will respond by saying no.

A DELEGATE: Division.

CHAIRMAN BENTLEY: There is a demand for division.
Is the demand supported?

SECRETARY CHASE: There is a sufficient number.

CHAIRMAN BENTLEY: Those in favor of the Austin
amendment will vote aye; those opposed will vote no.

SECRETARY CHASE: Has everyone voted? The machine
is locked and the totals will be recorded.

CHAIRMAN BENTLEY: The secretary will announce the
result.

SECRETARY CHASE: On the adoption of the amendment
offered by Mr. Austin and other members of the minority, the
yeas are 58, the nays are 66.

CHAIRMAN BENTLEY: The amendment is not adopted.
Are there other amendments to this paragraph?

SECRETARY CHASE: We have some, Mr. Chairman. Mr.
Hodges offers the following amendment:

1. Amend page 1, line 22, after “graduated” by inserting
“more than 50 per cent”; so the language will read, “No income
tax graduated more than 50 per cent as to rate or base shall be
imposed by the state or any of its subdivisions.”

CHAIRMAN BENTLEY: The gentleman from Detroit is
recognized in support of his amendment.

MR. HODGES: Mr. Chairman, I offer this amendment
because there seems to be some feeling we should have a lim-
itation on this and, therefore, I feel it should be a reasonable
limitation. I listened to a television show last Sunday in
which the proponent talked about a new image for the Re-
bublican party, and yet we find the chief spear carriers for
the new image voting the same traditional way as we would
expect from the Republican party. Now, it seems to me that
all this new image amounts to is trying to put the same old
tripe in a new package.

A DELEGATE: Point of order, Mr. Chairman.

CHAIRMAN BENTLEY: The gentleman will state the
point of order.

A DELEGATE: The speaker is getting into personalities,
which are not only out of order but are far beneath the dignity
of the committee.

gHAIRMAN BENTLEY: The gentleman will proceed in
order.

MR. HODGES: I was just saying that the cellophane on

the wrapper is pretty thin and we can see pretty much
through it. I think Mr. Seyferth and Mr. Woolfenden stated
the case clearly. It is for those who believe that even the
federal progressive income tax, graduated income tax, is wrong.

A DELEGATH: Point of order.

CHAIRMAN BENTLEY: All right, there is a question as
to whether the delegate is in order.

MR. HODGES: It was brought up during the debate, Mr.
Chairman. I think there is a correlation.

CHAIRMAN BENTLEY: The Chair will rule the gentle-
man is proceeding in order but will caution him to confine his
remarks to the pending amendment.

MR. HODGES: I would only state this, Mr. Chairman: I
would hope we can at last get a vote on this thing and a
reasonable one. I think those that have voted here recognize
that they do not have the votes to return the federal govern-
ment to the eighteenth century, but they hope to do so for
Michigan. Mr. Chairman, I hope that if we cannot get a 50
per cent we can at least get some reasonable limitation on
which the state can progress. I ask that the amendment be
supported.

CHAIRMAN BENTLEY: The Chair recognizes the gentle-
man from Detroit, Mr. Sterrett.

MR. STERRETT: Mr. Chairman, delegates, I happen to
be in the party that Mr. Hodges referred to and I voted for
the minority amendment last voted upon. Please put that in the
record. Also, regarding the amendment of Mr. Hodges, because
I voted the way I did on the last amendment, I will vote against
this amendment, since, again, it is a restrictive item in this
constitution and should therefore be voted down.

CHAIRMAN BENTLEY: The gentleman from Muskegon,
Mr. Hanna.

MR. W. F. HANNA: Mr. Chairman, I hesitate to be in a
cellophane wrapper for fear of embarrassment, but I will agree
with Mr. Hodges’ position and I will state the reason: be-
cause the committee—and I think most of us—believe that
there should be some uniformity in taxation; but when we
levy a sales tax in Michigan and then are in the future with-
out a doubt to levy an income tax, it is apparent to many of
us that if you examine your income there is a point at which
you no longer expend your money in such a manner as to be
subject to the sales tax. And as I progress into a higher
income tax bracket, less and less of my income is subject to the
sales tax. There is a point in the middle income tax bracket
where I pay both an income tax and a sales tax, and if we
continue the committee’s proposal that there can be an income
tax but uniform in rate, the income tax will bear most heavily
on those people with incomes of approximately $5,000 to
$10,000.

The Hodges amendment would allow the legislature to inte-
grate the sales and income tax so that it would be a uniform
deduction from my or your income whether taxed by means
of the sales tax or the income tax, and it would alleviate the
abuses which have crept into the use of the income tax for
social purposes rather than revenue. In the interest of uni-
formity in extracting moneys from my income and yours, I
believe the Hodges amendment is the proper procedure and
should be adopted.

CHAIRMAN BENTLEY: The question is on the amend-
ment offered by the gentleman from Detroit, Mr. Hodges. Is
the gentleman from Detroit, Mr. Norris, seeking recognition?

MR. NORRIS: Yes, Mr. Chairman. I wondered, specifically,
if we could have not only the language of the Hodges amend-
ment but where it specifically goes in the proposal which we
have before us.

CHAIRMAN BENTLEY: The secretary will so report.

SECRETARY CHASE: Mr. Hodges’ amendment is as
follows :

1. Amend page 1, line 22, after “graduated” by inserting
“more than 50 per cent”; so the language will read, “No in-
come tax graduated more than 50 per cent as to rate or base
shall be imposed by the state or any of its subdivisions.”

CHAIRMAN BENTLEY: As many as are in favor of the
Hodges amendment will respond by saying aye; those oppond?

The amendment is not adopted.
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A DELEGATE: Division.

.+ CHAIRMAN BENTLEY: Division has been called for. Is
‘the demand for division supported?

SECRETARY CHASE: A sufficient number.

CHAIRMAN BENTLEY: Those in favor of the Hodges
amendment will vote aye; those opposed will vote no.

SECRETARY CHASE: Has everyone voted?

The machine is locked and the totals will be recorded. On
the adoption of the Hodges amendment the yeas are 47; the
nays are 77.

CHAIRMAN BENTLEY: Then the amendment is mnot
adopted. The secretary will report the next pending amendment.

SECRETARY CHASE: Mr. Hubbs offers the following
amendment :

1. Amend page 2, line 1, after “subdivisions.”, by inserting
‘“Persons engaged in an occupation, the practice of which does
not require substantial investment in personal property or
inventory, excluding exempt items, shall be required to pay a
city and county tax computed at the same rate as the personal
property tax and on a base which shall be equal to the average
personal property tax paid by individuals but not corporations,
within the city or county where the taxpayer is resident. The
herein provided tax shall be known as a fair tax. The legisla-
ture shall implement the objective of this section.”.

CHAIRMAN BENTLEY: The gentleman from Gladwin is
recognized in support of his amendment. :

MR. HUBBS: Mr. Chairman, fellow delegates, we seem to
have happily settled the progressive tax problem. I would like
to start out by quoting a little known present day philosopher,
“Lack of imagination is a hotbox on the railroad of progress.”

To some of the legal minds present, this amendment may
seem to be completely unworkable. I do not propose to defend
the legal construction. I do desire to point out the gross in-
equity of the personal property tax with particular reference
to its effect on small business and suggest that some remedy
can be found to ease the burden of local taxes on business
which are borne most unfairly at the local level. Personal
property taxes on inventories are highly discriminatory, re-
gressive and are not particularly related to the production of
income.

Since there is apparently no hope of eliminating personal
property taxes, the objective of this amendment to Committee
Proposal 51 is to retain tax money at the local level being
drained off to feed the bureaucratic monster in Washington.
To retain some of this money at the local level is a.plausible
effort to reduce the load now being borne so unfairly by small
business on the main street of every small town in Michigan.

Unrealistic depreciation schedules, unfair taxation, both state,
federal and local, are the chief retardants of the economic
growth and development of this state and the nation. I say
in closing that one of the most unfair, discriminatory, and
regressive taxes is the personal property tax at local level.
Personal property taxes are sand in the gears and sugar in
.the gas, and if not removed or reduced to a fair level the
‘economic machine is headed for the scrap heap.

CHAIRMAN BENTLEY: Is the gentleman from Grand
Rapids, Mr. Tubbs, seeking recognition?

MR. TUBBS: Mr. Chairman, I hate to disagree with my
‘almost namesake, but this amendment sounds like the doctor
who, whenever he was in doubt about the condition of his
.patient, would give him a shot in the arm and when he was
asked why he did that, he said, “Why that’s to give him fits.”
“Well, why do you want to give him fits?” “I can cure fits.”
(laughter)

CHAIRMAN BENTLEY:
Mr. Van Dusen.

MR. VAN DUSEN: Mr. Chairman, on behalf of the com-
.mittee, we would oppose Mr. Hubbs’ amendment and I would
-simply point out that the majority proposal does provide that
-the legislature may provide by law for exemption of property
from taxation or for alternate means of taxation of such
‘property in lieu of general ad valorem taxation uniform on
‘the class or classes, and so forth. So that the objective which
Mr. Hubbs seeks, of relief from discriminatory personal prop-

The gentleman from Birmingham,

erty taxation, is available through the means of the majority
proposal.

CHAIRMAN BENTLEY: The question occurs on the
amendment offered by the gentleman from Gladwin. As many
as are in favor will respond by saying aye; those opposed?

The amendment is not adopted. The secretary will report the
next pending amendment.

SECRETARY CHASE: Mr. T. S. Brown offers the follow-
ing amendment:

1. Amend page 2, line 1, after “subdivisions.”, by inserting
“In addition, no minority of the people of the state shall
impose any tax upon the majority of people of the state.”.
(laughter)

CHAIRMAN BENTLEY: The gentleman from Garden City
is recognized in support of his amendment.

MR. T. S. BROWN: When you are through laughing, I
would like to indicate in all sincerity that I am not trying to
be cute. The terminology is very explicit. It means what it
says and it says what it means. It is a very simple statement.
You all recognize the implications of it. For those of you who
don’t, I would say that since taxes are expressed through our
legislature that the minority of the people through their elected
representatives cannot enact a tax oppressive or in any way a
tax against the majority of the people acting through their
elected representatives.

Now, the sole question is whether or not you believe in that
particular principle, and I would not have troubled the com-
mittee with this particular amendment had the Austin amend-
ment not failed. I would like to say this in further delineating
and, I think, highlighting the dichotomy that exists between
what we should be doing and what we are apparently doing
and what we have done in the last 2 or 3 days in this conven-
tion by saying that if we follow Tom Downs’ statement of
how the argument regarding taxation has twisted and turned
and if we recall when Mr. Ford and Mr. Hodges and I intro-
duced the amendment concerning the elimination of the sales
tax on food and drugs how Mr. Staiger said, “When we come
to the income tax provision, we will find reasons;” and if you
recall the reasons that Mr. Van Dusen urged upon us yesterday
afternoon in regard to the limitation on the income tax—and,
as you recall, the main thread of the argument was that people
should not be allowed arbitrarily and indiscriminately to im-
pose taxes on other people—then you will see that the real
meaning of this particular amendment, I think, is in further-
ance of the best local implications of the arguments that have
been advanced on the other amendments.

I don’t think this particular amendment requires a lot of
conversation or a lot of debate. It is very explicit, and I am
very, very much afraid that as a result of this morning’s
work, as Dr. Pollock has indicated, we are taking a turning
point and the turning point is downhill, and I hope by this
amendment and other things which will follow shortly that
we may have a chance to begin uphill again.

CHAIRMAN BENTLEY: The question is on the amend-
ment offered by the gentleman from Garden City. As many as
are in favor will respond by saying aye. Those opposed?

The amendment is not adopted and the secretary will report
the next pending amendment.

SECRETARY CHASE: Mr.
amendment :

1. Amend page 2, line 1, after “subdivisions.”, by inserting
“No governmental subdivision shall impose any income tax
except on its own residents; the state, however, may preempt
this field of taxation.”.

CHAIRMAN BENTLEY: Mr. Kuhn.

MR. KUHN: Mr. Chairman, I am one who does not want
to limit the cities or townships or counties as far as taxation,
but I am one who can remember that we did have a revolution
with our mother country over taxation without representation
and so, while I do not want to restrict any of these units of
government, I certainly want them to limit their taxes to the
people who can vote them out of office if they are not happy
with the way they determine the tax to be, and, therefore, I
offer this amendment to protect everyone. We should have the

Kuhn offers the following
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right to vote for those representatives who levy a tax on us.
I think it is as simple as that, and I will not belabor this point.

CHAIRMAN BENTLEY: The gentleman from Detroit, Mr.
Madar, is seeking recognition.

MR. MADAR: Mr. Chairman, I love this amendment. This
is wonderful. I get quite a bang out of it, too. The poor city
of Detroit. “C’mon boys, let’s jump, they're lying under us
right now. We can go ahead, we can build that new Chrysler
highway that will extend all the way from Jefferson avenue,
cut down along Dequindre avenue, up across the Eight Mile
road, and on into Pontiac, where the boys will live”—another
one of the bedroom cities. You know, I am not going to say
anything much about that because I don’t want you to call me
out of order because, believe me, if I told you what they really
ought to say about what happens out there, well, you would
throw me out, you wouldn’t just rule me out. (laughter)

Yes, “Mother city, please give us water. Mother city, please
give us sewers. Mother city, please help us.” You know, I
sometimes wonder whether you are not all saying a prayer,
those of you who submit these kind of amendments. I get
quite a bang out of Mr.—well, the delegate, Mr. Kuhn, who
last night told me he was going to throw a bombshell into
this convention today. Do you know, he wasn’t throwing any
bombshell. Why, we have got at least 114 million people in
the city of Detroit who would tell you that this kind of bomb-
shell would be thrown day in and day out—the only reason
the rest of them do not believe that there would be this sort
of thing happening is because they are too young yet to be
able to speak or think for themselves. I am very much in
opposition to this amendment. (laughter)

CHAIRMAN BENTLEY: Does the gentleman from Detroit,
Mr. Madar, yield to the gentleman from Pontiac for the pur-
pose of a reply?

MR. MADAR: Mr. Chairman, I am yielding the floor to any
and all who wish to reply, but let’s just use common sense
when we vote.

CHAIRMAN BENTLEY: The gentleman declines to yield.
The gentleman from Howell, Mr. Sharpe, is recognized.

MR. SHARPE: Mr. Chairman and fellow delegates, I am
real pleased with Mr. Madar’s attitude. This is a little differ-
ent tone of voice than we have been hearing from Mr. Madar.
(laughter and applause) I would like to say in regard to this
Kuhn amendment that I must go on record in favor of this
amendment.

I don’t have any fight with the city of Detroit. I am not
so sure that the city of Detroit gives too many things away.
I understand that they do supply water for a fee, they do
supply sewers for a fee to their subdivisions or their outcounty
area, but I could never allow this amendment to go unspoken
of by myself in regard to an income tax that a city could
impose upon the people working there whether they lived there
or didn’t live there. Well, I do not believe that we should
penalize people because they live in Livingston county or Shia-
wassee county if they work in Flint. I believe that these
people have their obligations as far as their taxes are concerned
in their own counties and in their own cities.

This, I believe, would be an unjust taxation upon the people
and would be considered a penalty because they didn’t live in
the city. Now, I have not talked against the city of Detroit,
and I don’t really care if they become a county by themselves;
this is all right with me; and if they want to annex themselves
to Canada, that would be all right, too. I have no objection
S0 long as the people do what they want to do down there. But
I would object to them subjecting my people or the people
outside of the city of Detroit to an income tax and thus would
be penalizing them for not living in the city. Thank you.

CHAIRMAN BENTLEY: The gentleman from Kalamazoo,
Mr. Allen.

MR. ALLEN: Mr. Chairman and members of the commit-
tee. Mr. Kuhn, if we fight about it now your proposed amend-
ment is going to be fought all over again when local government
reports, because if you will look on page 438 of the journal the
.whole subject comes up in connection with a proposal, a com-
Iittee proposal, that pertains to cities and villages, and I really
think if we get into a debate on this amendment now we are

just simply going to have to do it all over again when we hit
local government, and I would suggest if you would prefer
not to withdraw it—and I hope that you would—that this
committee might know because we are going to have to go
over the whole thing and I think in more detail when we hit
local government. In other words, I am suggesting that your
proposed amendment would be more in order when we hit
local government rather than battling local government, in
effect, now. Let’s try to finish taxation on the state level first.

CHAIRMAN BENTLEY: The gentleman from Pontiac, Mr.
Kuhn, is recognized.

MR. KUHN: If I can have the assurance from the chair-
man of the committee on local government that this amend-
ment would be in order when that subject comes up, I would
be willing to withdraw it.

CHAIRMAN BENTLEY: The gentleman from Pontiac
yields to the gentleman from Pleasant Ridge, Mr. Elliott.

MR. A. G. ELLIOTT: Mr. Kuhn, you have my assurance.

MR. KUHN: I will withdraw my amendment at this time.

CHAIRMAN BENTLEY: Without objection, the amend-
ment is withdrawn. The secretary will report the next pending
amendment.

SECRETARY CHASE: Mr. Hodges offers the following
amendment :

1. Amend page 2, line 1, after ‘“subdivisions.”, by inserting
“Further, the head of every family shall come to the state
capitol and pay a head tax for every member of his family.
The amount to be set by the legislature. Such tax to be uni-
formly applied.”. (laughter)

CHAIRMAN BENTLEY: The gentleman from Detroit, Mr.
Hodges, is recognized in support of his amendment.

MR. HODGES: Mr. Chairman, it just seems to me that I
was trying to get the feeling of the philosophies of the various
members of this convention, and I thought that this tax would
best represent it. As you know—there was a little bit of noise
and you probably did not hear the last part—this is to be ap-
plied uniformly; therefore, we can make sure that everybody
pays their fair share, and I think there is a lot of historical
precedent for this type of tax, as we remember this is what
they went to Bethlehem about.

CHAIRMAN BENTLEY: The gentleman from Sheridan is
recognized.

MR. GOVER: I would just like to tell Mr. Hodges that
back a few decades, about 1933, that tax was declared un-
constitutional, the head tax. I paid my $4 at that time and
never got it back. (laughter)

CHAIRMAN BENTLEY: The question occurs on the amend-
ment offered by the gentleman from Detroit, Mr. Hodges. As
many as are in favor will say aye. Those opposed?

The amendment is not adopted, and the secretary will report
the next pending amendment.

SECRETARY CHASE: Mr. Austin offers the following
amendment :

1. Amend page 1, line 22, after “rate” by striking out “or
base”; so the sentence will read, “No income tax graduated as
to rate shal be imposed by the state or any of its subdivisions.”

CHAIRMAN BENTLEY: The gentleman from Detroit is
recognized in support of his amendment.

MR. AUSTIN: Mr. Chairman, I don’t think I need to re-
iterate that I am opposed to the last sentence of this para-
graph. However, if we are to retain that sentence, I think I
should call attention to a danger that we have in the language.
This question was raised in the committee and the committee
sought to allay my fears by including something in the report,
and I will refer to that in just a moment.

The purpose of this language as I understand it is to pro-
hibit the state from levying a piggyback tax on the federal tax
liability. There would be no prohibition to levying a tax or
piggybacking a tax to the federal definition of income including
the definition of the adjusted gross income as we know it and,
possibly, the deductions. However, there is a possibility that
through the use of this language we may be prohibiting exemp-
tions. I checked this matter with some of the law professors
at the University of Michigan over the weekend and they, too,
were just a little concerned about tlis language ‘“or base.”™-
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Now, to allay the fears of those who may be disturbed about
our piggybacking to the federal tax liability which would in-
clude graduated rates, I think it well to say that the language
without the words “or base” would accomplish that purpose,
because if we say that no income tax graduated as to rate shall
be imposed by the state or any of its subdivisions, I think we
would by indirection forbid the imposition of a tax based on
the federal liability which is arrived at through a graduated
rate structure; and, since I have a grave fear that the use of
the term “or base” might preclude the allowance of exemptions,
I feel that the words ‘“‘or base” should be deleted.

On page 405 of the journal, in the committee reasons it has
added a sentence in its report that states, “The legislature
could prescribe reasonable exemptions for a flat rate income
tax.” Now, this is in the report, but it is quite possible that
although we have stated it in the report we may by this lan-
guage be precluding the allowance of exemptions, and I there-
fore move that these words be stricken.

CHAIRMAN BENTLEY: The gentleman from Birmingham,
Mr. Van Dusen, is recognized.

MR. VANDUSEN: Mr. Chairman and members of the
committee, this matter was considered at great length by the
committee on finance and taxation, and the reasons for the
words “or base” are explained in the committee report as Mr.
Austin said. Without the words “or base” you do not really

have any protection against an indirectly graduated state in- -

come tax, because a flat rate tax imposed upon the federal tax
liability would simply pick up all of the graduation of the
federal liability. Without these words ‘or base” there is no
question but what in my judgment a nominally flat rate tax
could be made a graduated income tax.

‘We made it very clear in the committee report that a flat
rate income tax could be made the subject of exemptions by
the legislature. I don’t think that anyone has disputed it. The
committee report is intended to make that crystal clear. I
cannot imagine that any court construing the language in the
light of the committee report would doubt or question the
right of the legislature to grant reasonable exemptions.

CHAIRMAN BENTLEY: The question is on the amend-
ment offered by the gentleman from Detroit, Mr. Austin. As
many as are in favor will respond by saying aye. Those
opposed ?

The amendment is not adopted. The secretary will report the
next pending amendment.

SECRETARY CHASE: Mr. Sharpe offers the following
amendment : .

1. Amend page 2, line 1, after “state” by striking out the
balance of the line; so that the sentence will read, “No income
tax graduated as to rate or base shall be imposed by the state.”

CHAIRMAN BENTLEY: The gentleman from Howell is
recognized in support of his amendment.

MR. SHARPE: In view of the fact that this issue will be
taken care of in local government as pertains to cities, I would
like the assurance now that it will be handled by local govern-
ment and will not be put in this section. Mr. Allen spoke about
the fact that this is going to be in local government, and I
know it is, but we don’t want—I am interested in not putting
in the constitution that they may levy a tax. I would like to
delete these last 6 words, and let us take care of this in the
city government.

CHAIRMAN BENTLEY: The gentleman from Howell yields
to the gentleman from Pleasant Ridge, Mr. Elliott?

MR. SHARPE: Yes, sir.

MR. A. G. ELLIOTT: Will the secretary read the amend-
ment?

[The amendment was again read by the secretary. For text, see
above.]

MR. A. G. ELLIOTT: The chairman of local government
has no objection to Mr. Sharpe offering the proper amendment
to the local government article, or the section that it applies
to; at that time.

CHAIRMAN BENTLEY: Does the gentleman from Howell
persist in his amendment?

MR. SHARPE: I would like to have this explained to me
now. Mr. Allen can do it if he wants. I see he is on his feet.
Is this going to interfere with anything that we might do in
amending the article on local government?

CHAIRMAN BENTLEY: The gentleman from Howell yields
to the gentleman from Kalamazoo, Mr. Allen.

MR. ALLEN: Mr. Chairman, I think as a practical matter,
the political subdivision should not, for example, be allowed
a graduated tax and the state not be permitted. I think that
would be very bad and I don’t think the convention would
vote for it. I also feel that when we put a prohibition against
a graduated tax in, that it will apply not only to the state but
to all of its children which are the local units. So I think that
what this committee has approved does pertain to the local
units and that we shouldn’t try and make a separation. I
think we have made that decision and for practical purposes
it means that issue is closed when we get to cities and villages
and so on. In other words, I don’t think this issue should come
up in local government. I will yield to Mr. Van Dusen.

CHAIRMAN BENTLEY: The gentleman from Howell has
the floor. Does the gentleman from Howell persist in offering
his amendment?

MR. SHARPE: I will yield to Mr. Van Dusen.

CHAIRMAN BENTLEY: The gentleman yields to the gen-
tleman from Birmingham.

MR. VANDUSEN: Mr. Chairman and Mr. Sharpe, I think
Mr. Allen has clearly indicated that in terms of whether or
not you want anybody, any taxing authority in the state, to
be permitted to levy a graduated income tax, this is the time
to dispose of that question. If the committee proposal stands,
why certainly, an amendment in the local government article
which would permit a political subdivision of the state to levy
a graduated income tax, being inconsistent with this, would
be out of order; but this is the time to settle the issue in terms
of a graduated tax. It doesn’t deal with any other aspect of
the taxing power of local units of government.

CHAIRMAN BENTLEY: The gentleman from Howell re-
tains the floor. Does he persist in offering this amendment?

MR. SHARPE: I am not so sure, but I think I do. (laugh-
ter)

CHAIRMAN BENTLEY: All right, the gentleman’s amend-
ment is pending business. Does the gentleman desire to pro-
ceed?

MR. SHARPE: I think you understand what my fear fis,
Mr. Chairman, and if this is not substantial, then I will with-
draw my amendment; but if it is a substantial fear, then I
would not withdraw it.

CHAIRMAN BENTLEY: The Chair is in no position to
rule upon the degree of the gentleman’s fear. (laughter)

MR. SHARPE: I would like to ask Mr. Downs, here; he
has a city mind.

CHAIRMAN BENTLEY: The gentleman has the floor. He
yields to the gentleman from Detroit, Mr. Downs.

MR. DOWNS: Thank you, Mr. Chairman. If Mr. Sharpe
does withdraw the amendment, I shall be glad to reintroduce it.
I rise to support the amendment. I believe we should separate
here the matter of state finances and local government. I
believe the chairman of the finance committee very accurately
says that if this amendment is not adopted, then for practical
purposes local government would be precluded from discussing
the pros and cons of whether a city, for example, has a right
to adopt the piggyback tax. I think from the logical develop-
ment of the convention the matter of the local taxes should
more appropriately be taken up when we discuss local gov-
ernment.

I therefore support Mr. Sharpe’s amendment and believe that
our convention will function in a more orderly fashion if we
discuss the subject matter under the subject of the local gov-
ernment report.

CHAIRMAN BENTLEY: The gentleman from Howell.

MR. SHARPE: Thank you, Mr. Downs. I am glad to find
some support. Now, I am not an experienced politician and I
have found that when a curve ball comes I can hardly distin-
guish it from a straight one. (laughter) So I think, Mr. Chair-
man, that I will insist on my amendment being voted on. I
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think we should delete these words and then I am sure, as you
all have been assured, that it will come back again in local
government.

CHAIRMAN BENTLEY: The gentleman insists upon his
amendment. The gentleman from Birmingham.

MR. VAN DUSEN: Mr. Chairman, on behalf of the com-
mittee, I would oppose the amendment. Mr. Allen clearly indi-
cated that we should not make a distinction between state and
local units of government in terms of permitting a local unit to
graduate an income tax but prohibiting the state from doing
so. The principle of graduation or nongraduation is, after all,
the only question here and if this committee opposes the prin-
ciple of a graduated income tax, it seems to me that consist-
ently we must oppose it not only for the state but also for local
units of government.

I would point out to Mr. Sharpe that this provision makes
no difference at all in terms of the general taxing power of
local units of government, and that question will be before us
when we get to the local government section. The only ques-
tion here is whether both the state and local units of govern-
ment shall be prohibited from graduating any income tax
which they seek to impose.

CHAIRMAN BENTLEY: Does the gentleman from Bir-
mingham desire to yield to either the gentleman from Kala-
mazoo or the gentleman from Pleasant Ridge, who are seeking
recognition ?

MR. VAN DUSEN:
Kalamazoo.

MR. ALLEN: Mr. Chairman, Mr. Van Dusen has practi-
cally given my speech. I think that we cannot have 2 sets of
rates, 1 for the state and 1 for local units. We could constitu-
tionally if Mr. Sharpe’s amendment prevailed, but I think it
would be very bad and once we have made the decision on the
state level we better stay consistent, and I would oppose the
Sharpe amendment.

CHAIRMAN BENTLEY: Does the gentleman yield to the
gentleman from Pleasant Ridge?

MR. VAN DUSEN: I will so yield.

MR. A. G. ELLIOTT: I am persuaded that this particular
item requires discussion and decision at this particular time
and I would hope that when it is decided, whether we decide
it favorably or unfavorably, that there will be no attempt to
bring it up in the local government article. We are going to
have enough on our hands as it is.

CHAIRMAN BENTLEY: Does the gentleman desire to
proceed? If not, the gentleman from St. Clair Shores will be
recognized, Mr. Snyder.

MR. SNYDER: Thank you, Mr. Chairman. I rise to sup-
port the position of Delegate Sharpe, and I want to assure
him that this bipartisan support that he is getting is one that
is motivated by a desire to work out a problem and not the
desire to throw any straight balls or curve balls. We feel that
we have a mutual problem here, and here is a problem that I
feel in my mind is more sensitive and will be looked at more
closely by more people when they evaluate the long range
effect of this constitution than any other particular item that
we have before us.

I would like to respectfully disagree with the members of
the committee on local government that this is an issue that
we should set aside. I have pointed out before that I have
sponsored a proposal along these lines that Mr. Sharpe speaks
of at this point and I didn't feel that I had had an opportunity
to present, at the proper time, my feelings to the committee. I
was granted an audience with the committee on finance and
taxation that did review my matter; they listened very cour-
teously to my argument; but I felt that the die had been cast
and I was given an appearance for courtesy’s sake.

I honestly feel that we must divide the issues here. The
issues are much too complex to throw between these 2 matters.
I feel that if we set aside the issue for a later date, the die
will be so firmly cast, the decision will be so irrevocable, that
We will not be able to make any changes, and I certainly sup-
Port and appreciate the position of Mr. Sharpe. I feel that we
ust separate the issues so that we can take them up in their
logical order.

I will yield first to the gentleman from

OCHAIRMAN BENTLEY: The lady from Highland Park is
recognized.

MISS DONNELLY: While I am sympathetic with the in-
tent that I believe Mr. Sharpe wishes to reach and be suc-
cessful in in another instance, I don’t think it is pertinent to
this issue. This issue is not whether one resident of one city
may tax the resident of another city; this issue is how they can
be taxed any place in the state. Therefore, I rise to oppose
his issue for this reason and wish to support the majority re-
port.

CHAIRMAN BENTLEY: The gentleman from Howell, Mr.
Sharpe, author of the amendment, is recognized.

MR. SHARPE: Now, this is a good, clear example of what
this rush, rush, rush business is, in my opinion. Now, this
material is coming to us so fast that this is not—to me,
this taxation is a blind pig somewhere that I know very little
about, and I will admit this, and I don’t frequent blind pigs,
either; (laughter) but I want to tell you this: that I had to
put this amendment in until I knew what we were doing, and
I am not so sure that I am so sure of what we are doing yet.
But this is a real indication to me. Now, like yesterday, and
with all of the reports that Mr., Austin gave — and I respect his
judgment tremendously on taxation — I did not know exactly
what I was doing and maybe I am the only one that didn’t
know what they were doing, but this is because I didn’t get the
minority report until after the minority had started their
report. I didn’t get a chance to study it. If this is any in-
dication as to what is going to continue, I am sure that there
are maybe many of us that will not be voting too intelligently.

Now, if this amendment that I have just offered does not
prohibit in the future, before this convention is over, in the
discussion on the local government committee proposals the
opportunity to offer another amendment which will prohibit a
mother city from taxing anyone outside of its own residents,
then I will withdraw it; but if it does not, and I do not get this
guarantee, then I won’t withdraw it.

CHAIRMAN BENTLEY: Does the gentleman desire to
yield to the chairman of the local government committee?

MR. SHARPE: I will be glad to yield to Mr. Brake first
and then I will.

CHAIRMAN BENTLEY: The gentleman yields to Mr.
Brake.

MR. BRAKE: I am afraid, Mr. Sharpe, that you have 2
issues completely confused. What you have offered has noth-
ing to do with whether a mother city may tax the residents
of outlying territories. What you are doing is saying any tax
in the mother city may be a graduated income tax. You are
striking out what we have said that any tax in the mother
city may not be a graduated income tax. Your other issue of
whether the city can tax nonresidents is not involved in what
you propose at all.

MR. SHARPE: 1 begin to see the light. I am a little bit
thick headed, maybe, today. We have had several night meet-
ings here lately. As I am assured, then, Mr. Brake, that later
I can offer this again, I withdraw this amendment now and will
offer it later on in local government to prohibit the city from —
or attempt to prohibit a mother city from taxing its outstate
or outcity residents.

MR. BRAKE: All you are going to need is votes. (laughter)

MR. SHARPE: That is all I am going