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It’s been over a century since the income tax was constitutionalized via the 16th 
Amendment. Now, Democrats in Congress and the White House are scheming 
for excuses to raise taxes on citizens. 

Maybe it’s time to rethink taxes? Maybe it’s time to replace taxes with voluntary 
funding for government programs?  

Gov’t Revenue: A Brief History 

Prior to the 16th Amendment, which was ratified in 1913, the primary sources of 
revenue for the federal government were tariffs and excise (or consumption) 
taxes (and some sales of federal land).  

Tariffs are taxes imposed on finished products as well as raw materials imported 
into the United States from other countries. Tariffs can be used to generate 
revenue for the government. Significantly high tariffs—sometimes called 
“protectionist” tariffs—can also be used to give advantages to domestic growers, 
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The federal government derives 
more revenue each year from 
income taxes than any other 
source, the burden of which can 
be crushing for many individual 
citizens.
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manufacturers, and businesses, by raising significantly the prices of imported 
goods. 

Tariffs contain within themselves an intrinsic limiting feature. Increases in 
tariffs increase the prices of the goods being taxed. When politicians get greedy 
and raise tariffs too high—hoping the government will receive more revenue—
people stop buying the highly-taxed, overpriced, tariffed goods. The result is 
that the government actually receives less revenue.  

The principle that higher rates of taxes/tariffs, after a certain point, result in less 
revenue for the government is sometimes referred to as the Laffer Curve, named 
after economist Art Laffer.  

The principle was also understood by the authors of The Federalist Papers, an 
important reason why they supported tariffs as the primary funding mechanism 
for the government. Limiting government revenue, after all, is an effective 
means of limiting government power. 

Excise taxes, also known as consumption taxes, are taxes placed on domestically 
grown and produced goods. An excise tax, on whiskey, caused one of the earliest 
challenges to power and authority of the federal government in the 1794 
Whiskey Rebellion.  

Prior to the Civil War, the federal government relied much more on tariffs for 
revenue than excise taxes (perhaps they wanted to avoid more Whiskey 
Rebellions?). During and after the Civil War, however, the federal government 
turned to a mix of excise taxes combined with tariffs for the main sources of 
revenue. 

From the American Founding through the early 20th century, the only direct, 
individual federal income was created in 1861 to fund the Civil War, and it was 
temporary. Created by federal statutory law, Congress repealed the national 
income tax, in 1871, several years after the conclusion of the Civil War. That 
would soon change, however, with the ratification of the 16th Amendment. 

The 16th Amendment 
Only one sentence long—The Congress shall have power to lay and collect taxes on 
incomes, from whatever source derived, without apportionment among the several 
States, and without regard to any census or enumeration—the 16th Amendment, 
ratified in 1913, granted power to Congress to tax the personal income of 
individual citizens. 
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Case Study Instructions: 
At The Vino & Veritas Society, we 
have distilled the key principles of 
liberty into six precepts and four 
civic virtues.  

These are the basic, foundational 
principles necessary for a free 
society and individual human 
flourishing. You should talk about 
these ideas, become familiar with 
them, and practice communicating 
them to fellow citizens. 

Sometimes, adhering to these 
principles is straightforward. Other 
times, their practical application 
requires prudence, or practical 
wisdom, which is no easy thing.  

Reasoning from first principles to 
the best policy or practical course of 
action, in a particular circumstance, 
poses great challenges, not least of 
which is that in politics we are often 
confronted with two or more 
options that are all bad.  

Even identifying the lesser of evils is 
not always obvious. 

Reasonable, smart, good citizens, 
who agree on the basic principles of 
liberty, can and do disagree about 
which is the prudent choice to make 
here and now. 

We encourage members of The 
Vino & Veritas Society to approach 
the monthly case studies as 
exercises in prudence. We invite 
you to think for yourself what 
prudence requires. 

D i s a g r e e m e n t c a n b e a n 
enlightening experience when it’s 
informed by principles, facts, 
sound moral and political logic, 
a n d g o o d c i v i c i n t e n t i o n s . 
Thoughtful disagreement can also 
lead to enlightened, prudent 
agreement, which is the goal of 
these case studies. 
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Eager to exercise its new power, Congress immediately passed a national income 
tax law. It was a progressive income tax, with higher marginal rates for higher 
levels of income. There were seven rates total: 1%, 2%, 3%, 4%, 5%, 6%, and 7%.  

At the low end, citizens paid 1% in taxes on all income greater than $0 and less 
than $20,000. At the high end, a few citizens paid 7% on income more than 
$500,000. 

Woodrow Wilson, first inaugurated as President in 1913, promised income tax 
rates would remain low. Progressives in Congress promised even more—that the 
income tax would be temporary.  

A mere five years later, in 1918, Congress raised the top marginal income tax 
rate to 77%. By 1944, Franklin D. Roosevelt’s last full year as President, income 
taxes reached a soaring 94%, where they stayed at oppressively high rates until 
the years of Ronald Reagan, who started his Presidency with a 70% income tax 
rate and concluded with a top marginal income tax rate of 28%. 

We are now in 2021 and the income tax is still with us. The top marginal rate 
currently stands at 37%, though progressive Democrats are working feverishly to 
increase that number and return to the oppressive high taxes of the New Deal 
era. Further, the power to tax is the collateral the United States government 
offers to keep borrowing trillions of dollars from foreign (and often hostile) 
regimes. 

Enough! 
Government spending is out of control. The national debt is nearly $30 trillion
—which is more than the value of the entire United States economy—and 
Congress is about to raise the debt ceiling again, akin to someone with 
enormous credit card debt raising their own credit card limits.  

Those in government acknowledge no limits when it comes to borrowing and 
spending other people’s money, most of which is spent on blatantly 
unconstitutional programs. Spending packages are now routinely counted in the 
trillions of dollars, much of which goes to programs that never actually achieve 
the results promised by chattering politics (see the June 2021 case study: Results 
don’t matter—but they should). 

And what solution does the political class offer? Always, always, always the 
same: Raise taxes. 

Enough!  
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Who will guard the American 
idea? We will. We are the 

guardians.

https://vinoandveritassociety.com/case-studies/june-2021-results-dont-matter-but-they-should/
https://vinoandveritassociety.com/case-studies/june-2021-results-dont-matter-but-they-should/
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Here’s an idea: Fund all new government programs through GoFundMe 
campaigns, where individual citizens can voluntarily choose to donate to the 
programs they value and in the amounts they value. 

You think a Green New Deal is a good idea? Great. You pay for it. You want 
more subsidized health care? You subsidize it. You want more aid to foreign 
governments that ends up in Hunter Biden’s checking account? You fund it. 

The 16th Amendment granted power to Congress to “to lay and collect taxes on 
incomes.” It did not say Congress must lay and collect taxes on incomes.  

Perhaps it’s time to replace taxes with voluntary crowdfunding for all 
government spending programs? 

If members of the political class have proposed programs that think are great 
ideas, they can ask the American people—or, heck, any people, from any part of 
the world—to fund their boondoggles, voluntarily, where each individual person 
donates as little or as much as he wants.  

The political class can also explain this new, voluntary system of funding 
government programs when they go begging to borrow money from foreign 
governments. How might that go? How many loans will be offered to the 
United States government? Who will buy U.S. government bonds? 

Think of it as: Social justice at last, where individuals pay for the government 
services they value and no longer have their money taken from them by legal 
threats of prison and deadly force. 
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For a fuller discussion of government 
taxing, spending, and borrowing, see 
Vino & Veritas Society podcast #69: 
“Taxes, Debt, and Your Money.”

https://vinoandveritassociety.com/podcast/ep-69-taxes-debt-your-money/
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