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PREFACE

This book sets forth the income-creating power of taxation.
The method of taxation will be seen to be preferable to con-
tinuous government deficit spending as a means of raising the
level in income in an underemployment equilibrium. In many
cases, if not most, the former is a more powerful instrument
than the latter in creating income. In the long run the income
created per dollar of tax outlay may be, and is likely to he,
larger than that per dollar of government deficit plus interest.
To be sure, this is true only after many income periods; but
the method of taxation possesses additional advantages, It fol-
lows that government deficit spending should be an interim
and temporary solution which precedes and helps to establish
income creation by means of taxation.

These conclusions follow from the analysis, which is perhaps
the only contribution of this essay. The analysis applies the
muitiplier technique to the theory of tax incidence. There is
here little originality in either field separately. Nevertheless, as
Professor Clark writes, “good, fresh answers do not have to
wait for the discovery of some mysterious and hitherto un-
known device or principle. They are generally reworkings and
recombinations of material that is not wholly new.” (John M.
Clark, Demobtlization of Wartime Economic Controls, p. 203.)

Being a combination of the multiplier technique and the
theory of tax incidence, this essay is on a high level of abstrac-
tion. In my opinion, however, the conclusions which follow
from this approach justify the necessary effort. Income crea-
tion by means of taxation provides the missing instrument in
an inclusive general policy, the purpose of which is to meet not
only the problems of cyclical fluctuations but also the problems
of secular stagnation.

I wish to express my deep gratitude to those who took time
out of their already crowded lives to criticize my work, for it is
through criticism that one progresses. Professor Arthur E. Mon.
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roe in editing my article in the Quarterly Journal of Economics,
from which this book developed, made many stimulating sug-
gestions. Professor Seymour E. Harris has my lasting gratitude
for urging me into additional efiort and for many helpful criti-
cisms of the final draft. T am also grateful to Professor W.
Rupert Maclaurin, an old friend and classmate, for reading an
early draft of the manuscript and for suggesting many helpful
changes in its form and organization. Particular thanks go to
many Bryn Mawr students too numerous to mention for devot-
ing much of their free time for the past six years to the prepara-
tion of the manuscript. It is the better as the result of their
many helpful suggestions.

Some of the analysis in Chapters 111, IV, and VII has been
combined into an article which appeared in the Ecomomic Jour-
nal, March 1949, This article omits one whole aspect of the
problem and serves only as an introduction. I am also indebted
to Professor R. F. Harrod for helpful suggestions in the prepa-
ration of this article. In conclusion, I wish to thank especially
Miss Mary L. Terrien for her careful and skilliul reading of
the proofs. I am, of course, responsible for all remaining errors.

J.C.H.
BRYN MAWR, PENNSYLVANIA
JANUARY 1, 1930
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