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To our children in the twenty-first century—with the hope that
they may be creative and develop a tax system devoid of the evils
that permeate the system under which we now live.
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ARISTIDES
Father of Just Taxation

He drew up a list of assessments not only with scrupulous integrity and justice, but also in such a way that all states felt they had been justly and fairly taxed. . . . The levy of Aristides was a golden age for the allies of Athens.

—Plutarch, Life of Aristides


Foreword

In 1982, Charles W. Adams published a wonderful book entitled Fight, Flight, Fraud: The Story of Taxation. I own two copies. I keep one for handy reference in my office, and the other at home (I will replace them with two copies of For Good and Evil: The Impact of Taxes on the Course of Civilization). I consult them frequently for anecdotes of tax folly as well as for bibliographical references in my own research. I can honestly say that in the course of fifteen years of professional research and writing about taxation, I would place Charles W. Adams’s history of taxation at the absolute top of any reading list on the subject.

Fight, Flight, Fraud was entertaining, informative, and full of lessons about why taxes matter. I delight in telling one and all that the origins of recorded history were inextricably linked to oppressive taxation. Over six thousand years ago, the dawn of history was discovered in the form of clay cuneiform cones excavated at Lagash, in Sumer, which is located in the fertile plain between the Tigris and Euphrates in modern Iraq. And what was recorded on those cones? That Sumerians had more to fear from tax collectors than from their lords or kings. Plus ça change, plus la même chose!

I have lots of other favorite stories. The Rosetta Stone, for example, whose text in hieroglyphics, demotics, and Greek was the key to revealing the stories of ancient Egypt, was in fact a grant of tax immunity. Which is why, of course, it was engraved in stone and not written on papyrus.

Another example is the prosperous island of Rhodes, which charged a 2 percent harbor tax on trade. Rhodes lost 85 percent of its trade in one year after Rome established a tax-free port on the Isle of Delos. Free trade, not war, enabled Rome to overthrow Rhodian commercial supremacy. And Rome itself fell, not to the Huns, but to tax evasion, as wealthy landowners devised one clever scheme after another to escape taxation, leaving the state without resources to defend itself. Fight, Flight, Fraud is a gold mine for producers of television series.

Ten years later, Charles W. Adams has brought forth on this continent a new history of taxation. For Good and Evil adds both new material and several new chapters to an already impressive body of research and exposition that encompasses ancient civilizations, the Greek and Roman eras, the Middle Ages, the evolving states of Western and Eastern Europe, the Aztecs, and the history of American taxation. One new chapter describes the miracle economies of Japan, Hong Kong, Singapore, Taiwan, and South Korea, which practiced low-tax, supply-side economics decades before Ronald Reagan popularized the term. Another new chapter shows how state constitutions actively protect taxpayers by giving them constitutional controls on taxing and spending. Perhaps the most famous of these is Proposition 13, the brainchild of the late Howard Jarvis, which limits real property tax rates in California to 1 percent of a home’s cash value.

Adams also adds a new chapter on “Taming the Monster.” He offers several reforms, decidedly pro-taxpayer, to make taxes work for good, not evil. They include making tax extortion on the part of government officials a criminal offense, allowing taxpayers to sue the tax authorities for misconduct, and granting voters recall powers over district directors of the Internal Revenue Service. Perhaps the most important reform is to switch from a regime of direct taxation to one of indirect taxation, to minimize the intrusive powers of the government into the private affairs of individuals.

My favorite recommendation is to scrap the entire U.S. federal income tax system in favor of a 10 percent flat tax without “special” exemptions. This is not a new idea. A 10 percent flat tax is well grounded in several thousand years of the history of Israel, Rome, Greece, and ancient China.

The ten years between Fight, Flight, Fraud and For Good and Evil were put to productive use by the author. He offers readers several insights learned from the history of taxation. First, good tax systems go bad unless citizens are able to restrain their governments, which have a normal propensity to adjust their spending to their innate voracious appetities, not their wallets. Second, civilization tends to self-destruct from excessive taxation. Third, moderation is an important principle in the design and implementation of any tax system. The principle of moderation includes the choice of tax rates and penalties for evasion, the intrusiveness of tax collection, and the need to treat taxpayers equally by avoiding severe progressivity or regressivity.

Happy reading! And let’s hope that our elected, appointed, or, as the case may be, self-anointed rulers take Adams’s admonitions to heart.

Alvin Rabushka
Senior Fellow
Hoover Institution
Stanford University
1993


Preface to the Second Edition

Professor Alvin Rabushka advised me soon after the first edition of this book appeared to prepare for a revised edition to keep this study alive as a classic and to make any additions and corrections that would, in time, be required. As a result of that advice I have kept notes on changing events, done new research, and included the input of many readers who have been thoughtful enough to contact me about matters in the text that concerned them and which they believed needed revision. In addition, since the ending of this study deals with current events and not history, it was inevitable that the course of history would deviate from what I had expected, proving the Japanese proverb that the most precious thing in life is its uncertainty.

The most dramatic and surprising event of this decade has been the meltdown of what I called the “Miracle Economies” of Asia. The collapse of their currencies, which damaged their economies, was not anticipated a few years ago. Japan Inc. was not just a world competitor to the Western economies; it was an incredible economic giant that challenged and usually surpassed any competitors. Now it is in economic decline along with the rest of the Asian tigers, and we are reminded that it takes more than a good tax policy to prosper in this world. Good money management and sound banking are as much requirements for sustained prosperity as are good tax laws. My new Asian chapter could well be called “Miracles No More.” But I suspect that the Asians will, sooner or later, get their fiscal affairs in proper order, refrain from lend-happy banking, and reassert their dominance in world commerce.

I became especially interested in the critics who complained about my admiration for Elizabeth I and her tax and fiscal policies. It seems Good Queen Bess has a lot of haters in the world who were itching to attack her reign. This motivated me to look further into her fiscal affairs to see if the Elizabeth-haters had good cause. I have not changed my mind; indeed, I find her an even wiser and better monarch than I had originally believed. I had suggested that she was the greatest monarch Europe ever had; I now think she was the greatest monarch bar none!

My view that taxes, not slavery, started the American Civil War was vindicated by American Heritage in June of 1996, which said: “The tariff, then nearly synonymous with federal taxes, was a prime cause of the Civil War.” I have added and corrected some of the material in that chapter, which the reader should find of interest.

I also became somewhat fascinated with writings about slavery—about tax slavery—which was so prominent with the Founders. Does that kind of slavery still exist? And what did these writers mean? I have ended with a brief look into that. In the nineteenth century we had chattel slavery for the few, the Africans, but have we rid ourselves of that brand of slavery, only to find we have instituted tax slavery for the many?

In looking into the taxes of the ancient world, where taxes began, I had overlooked the Chinese, whose civilization goes back three thousand years. That civilization was known for its great wisdom and sages, and the reader will discover that they were wise indeed in matters of taxation.

Tax reform has heated up substantially since the 1980s, but is there any chance we will rid ourselves of the income tax? We have an administration that likes the income tax “just the way it is.” And the mainstream media shies away from the tax reform issue and the tax sins of the IRS except when congressional hearings force them to take note. We got out of Vietnam only after the major networks, and Walter Cronkite in particular, decided it was a senseless and hopeless war. When these same news professionals, who do so much to shape public thinking, finally get on the bandwagon to rid us of the income tax, then perhaps we can expect real change.

This study has now been almost thirty years in the making. It has two main roots: one being my experiences as a tax professional in the trenches, so to speak; the other being a few wonderful years I spent teaching history in a small college with students from the Third World. In the course of that endeavor the role of taxation in many of the important events of history caught my attention. When I sought more knowledge on the matter, I discovered that despite its crucial importance in civilized life, taxation had rarely been studied on its own as a force shaping and directing civilization. This study is designed to set taxation apart and bring it into focus as one of the most powerful forces at work structuring society, today as well as in the past.

It is no surprise that this book does not pigeonhole itself into any of the established academic disciplines. There is no family of American scholars who have devoted their lives to probing into the broad sweep of tax history and the significance of civilization’s tax struggles. This study is made to help fill that void.

It is amazing that our great academic institutions have no studies focusing on tax history. We are still in search of the tax historian. We have developed whole new courses and even programs for special interest studies on gays and lesbians, multiculturalism, women’s studies, black studies, and ecology, and we can expect to see Latin studies, as that population keeps growing. But taxes, even though they are the fuel that makes civilization run, have never been set apart for study as a force directing and shaping civilization, at least not in this country. In Europe many of the major universities, like the universities of Amsterdam and Lieden, for example, have not only courses on tax history but also endowed chairs for the professorships that are popularized with formal cap and gown ceremonies and with addresses by the newly appointed professors, later printed into booklet form for the academic communities. Perhaps our present tax mess is the consequence of our ignorance of tax history at all levels—at the government level, in our universities, and among our citizens. If history makes men wise, then it is no wonder wisdom is not with us in tax making.

This book deals in part with history, law, economics, politics, ethics, human rights, and the social sciences as a whole. Whenever taxation has touched civilization, we have ventured in for an examination. Limiting our study to a single volume, we have had to simply introduce the reader to a world heretofore explored very little, if at all. We will have to leave it to other scholars to make more comprehensive studies to sharpen our perspective. For me, it has been exciting to explore new territory and unearth new insights into the past and, more important, into our future course.

A book with such a broad scope as this is based to a large extent upon the research and opinions of others. I tried to give the essential facts and interpret them in the light of what others had written. When experts disagreed, I had to make a selection. Some years ago a writer was being praised for his original work. He replied by saying that his work was like a string of pearls, but the only thing that was his was the string. That certainly applies to this study.

Stringing the pearls of civilization’s tax story has been a fascinating experience. Our tax story has been deadly serious, of course, but it has also had a lighter side. Consequently, the text that follows is filled with many anecdotes, illustrations, and caricatures that should make this book fun to read.

Introductions appear from time to time to help orient the reader. The narrative is broken for comments and comparisons with modern taxation. There are lessons to be learned from the tax struggles of our ancestors, and parallels are drawn when it seems important to do so. The ancient historians were masters of the art of digression, which is what makes them exciting to read even when the events seem so remote from our times. Digression is necessary if, as the ancient historians believed, history ought to teach. These men believed that knowledge of the past was man’s best guide to the future: “It will enable men to act more sensibly and to avoid mistakes” (Michael Grant, The Ancient Historians [London, 1970], p. 78).

At the end of this book there are a few hard-hitting chapters that present my analysis and ideas on curing the many faults in the way Western citizens are taxed. Those ideas should form a valuable climax to this study.

I wish to acknowledge the support I received from my fellow professionals, including some of my friends in the revenue service. I want to thank so many readers for their encouragement to bring this study up to date in this revised form, and I want to thank my editor, Jean Donelson, for her skillful editing and for her extraordinary patience with an author who doesn’t know when to stop researching and writing. Finally, I wish to thank the many librarians and helpers, at home and abroad, who assisted me with the numerous illustrations that have added spice and flavor to this book. Without these many fascinating tidbits of visual history, many of the insights into our past would have been dulled or lost. In addition, they have also added just the right amount of seasoning to make the main course appetizing.


Introduction

The hypothesis that taxes are a prime mover of history has considerably more merit than many of the other theories of history, some of which are, frankly, crack-pot: super-racism, climate, Divine tinkering, class struggles, life cycles, great heroes, or whatever. There is some truth in some of these theories, some of the time. There have been great and powerful men who have moved civilization, but most of the time no heroes can be found, and the world is led by scoundrels, fools, and second-stringers. Leaders like Moses don’t show up very often, especially when needed. Taxes, however, are ever-present, often making a strong impact upon our lives—for good and evil. The prosperity as well as the decline of nations has always had a tax factor, and this we will see time and again throughout history. Human rights have suffered even more than nations—whatever the tax man wants the tax man gets, including our liberty, should he so desire.

Notwithstanding the critical role taxes have often played throughout the course of civilization, this study makes no claim that taxation will provide us with a new philosophy of history. There have been, especially over the past few centuries, many learned men who claim to have uncovered a plot, a pattern, or even a force that directs history. No such assertion is made here. All we have tried to do is to give taxation the status it deserves as an important factor in molding and directing civilization, and as a force for good and evil.

Taxes are a powerful mover of people, more than governments either care to admit or realize. Angry taxpayers can be a lethal threat to a government that institutes oppressive taxation. Taxpayers instinctively rebel: the first warning phase of rebellion is rampant tax evasion and flight to avoid tax; the second phase produces riots; and the third phase is violence. Life ultimately can be catastrophic for any government that pushes its taxpayers too far. When the first phase occurs, governments respond by “cracking down” on defiant taxpayers. In times past, as the British jurist Blackstone observed, the executioner was brought in along with instruments of torture. In modern times, tax makers like to manufacture synthetic felonies to terrorize taxpayers.

The first casualty of what we will call “dumb taxation” has always been liberty; the second casualty has been the wealth and strength of a nation. What we call dumb taxation the Romans called “outrageous burdens.”1 John Adams used the term “ruinous taxation”2 to describe the British taxes that sparked the American Revolution, and John Stuart Mill used the words “legalized robbery”3 to describe progressive income taxation. We wouldn’t be too far wrong to label all these kinds of taxes as stealing.

We use the term dumb in more than a colloquial sense and more than a synonym for stupid. Dumb also means lacking an essential quality. Historically, a “dumb ship” was a barge because, unlike normal ships, it had no sails. Dumb taxes thus lack an essential quality. Instead of enhancing the strength and prosperity of a people—which they are essentially supposed to do—dumb taxes undermine and even destroy the social order they are supposed to protect and strengthen. Lacking this quality, they are “dumb.”

This study will examine many of the major events of history with glasses focused on the tax man, and in doing so we will learn much about man the tax rebel. As we look into the past at the rebelliousness of our ancestors, we can’t help but realize what a powerful force taxes are in the course of civilization. Today, except for the People’s Republic of China of all places, our rebelliousness is surprisingly, and relative to our ancestors’, embarrassingly mild. We have great fear of the tax man—our ancestors had malice aforethought. But as fascinating as the study of man the tax rebel is, the role taxes have played in the major events of history is even more fascinating as we shall see. Indeed, it will seem axiomatic that behind most of the great events of history—the prosperity and poverty of nations, revolts and revolutions, liberty and slavery, and most of all, war—taxes have played an important role that is easily lost sight of in the drama of great events.

The three roots of modern civilization—ancient Greece, Rome, and Israel—involve histories filled with drama centered around taxation. The biblical God, who repeatedly chastised his chosen people, selected taxation as his rod. The words liberty and freedom, which we hold so dear, came to us from these ancient peoples as terms often used to describe a city’s tax status.

Taxes played an all-important role in ancient China, where the emperor, to maintain his legitimacy—his Mandate of Heaven—had to keep his tax policy in line with the teachings of the Confucians and the Taoists.

Taxes played critical roles in the Middle Ages and on into the modern world. With the British Civil War and the American and French Revolutions, the tax issue was so all-important that even childhood school books centered on taxation. With events such as the American Civil War, the tax issue that triggered Southern secession and motivated Lincoln’s war on the Confederacy is seldom mentioned. The drama of abolition was the great event, but if you were to ask most Southerners in 1861 what was really behind the war, an honest answer would have been taxes. The slavery issue was a facade, as was preserving the union.

At the end of this historical study we will try to find meaning and direction from five thousand years of history. If we are to preserve and pass on to our children the liberty and freedom we boast about, which our forefathers passed on to us, we must focus our attention on our tax system and the destructive forces we have put in motion, forces that are far more dangerous than any outside invaders.


“Taxes are what we pay for a civilized society,”
read the words of Oliver Wendell Holmes inscribed
over the entrance to the Internal Revenue Service
building in Washington, D.C. But how we tax and
spend determines, to a great extent, whether we are
prosperous or poor, free or enslaved, and, most
important, good or evil.
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Part I

Taxes: What They Are and Where They Began

The cartoon on the previous page by James Stevenson from The New Yorker magazine is not only funny, it is also profound, because it reveals what taxes are and depicts the way people have felt about taxes since the beginning of recorded history. This same cartoon, with a few modifications, would have produced smiles from taxpayers in ancient Rome, or in many other heavily taxed societies over the centuries. The robbery/tax analogy, which this cartoon presents so graphically, was popular centuries before the Christian era.

The similarity between tax collectors and robbers is also found in the basic meaning behind the word tax, which is exaction. Literally, exaction means “to force out.” By comparison, its sister word extortion means “to twist out.” Taxes are not debts, despite the fact that we carelessly refer to them as such. The principle of fair value received—which is the basis for a legally enforceable debt—has no place in a tax dispute. A tax is owed because the government orders it to be paid. Nothing else is required. The essence of a tax is, therefore, the taking of money, or property, or even services, by the government, without paying for it. When a government takes land to build a school and pays for it, this kind of a taking is not a tax.

People instinctively, in all ages, have called tax men robbers because they operate by threats and intimidations and don’t pay for what they take. Consequently, the robbery epithet is not as irrational as it may appear. The tax man is, to our emotional systems, a bureaucratic Robin Hood taking wealth where he can find it, and, like Robin Hood, he often does much good with the money he takes. For without revenue, governments would collapse, society as we know it would disappear, and chaos would follow. The tax collector, of course, differs from Robin Hood because his robbery is legalized.

Taxes are the fuel that makes civilization run. There is no known civilization that did not tax. The first civilization we know anything about began six thousand years ago in Sumer, a fertile plain between the Tigris and Euphrates rivers in modern Iraq. The dawn of history, and of tax history, is recorded on clay cones excavated at Lagash, in Sumer. The people of Lagash instituted heavy taxation during a terrible war, but when the war ended, the tax men refused to give up their taxing powers. From one end of the land to the other, these clay cones say, “there were the tax collectors.” Everything was taxed. Even the dead could not be buried unless a tax was paid. The story ends when a good king, named Urukagina, “established the freedom” of the people, and once again, “There were no tax collectors.”1 This may not have been a wise policy, because shortly thereafter the city was destroyed by foreign invaders.

There is a proverb about taxes on other clay tablets from this lost civilization which reads: You can have a Lord, you can have a King, but the man to fear is the tax collector.2

[image: image]

Cuniform writing inscribed on clay cones excavated in Lagash containing the freedom laws of Urukagina that rid the land of “the tax collectors.” Encircled are the Sumarian symbols for freedom.

Obviously times have not changed. We still fear the tax collector, as evidenced by a recent national cartoon showing a taxpayer urging his accountant to finish his tax audit because he is “running out of tranquilizers.”

Ancient tax history has many remarkable parallels in the modern world. In six thousand years, tax collectors and taxpayers have not changed much. Modern computers have little over the all-encompassing surveillance of Egypt’s scribes. Our modern sense of tax justice lags behind that of the Romans. Revenue-sharing is not a modern phenomenon; it was developed by the Greeks and functioned without bureaucracy. The ancient Jews battled a form of tax terrorism that makes the Islamic extremists look benign.

From the ancients there is much we can learn, especially in the matter of human rights. Liberty came from the Greeks who believed that tyranny was the consequence of the wrong kind of taxation. The Romans made an addendum to the Greek thesis: In any conflict between liberty and taxes, liberty will give ground.

When we look into our ancient roots, we will have no illusions about taxation and its potential danger to the very civilization it is supposed to sustain. When we tax we are dealing with fire, and without proper controls and care, we can easily burn down everything we have built, and our hopes for a better world can go up in smoke. On the other hand, taxes properly controlled have built great nations and brought much good to their inhabitants. In the ancient world, the right kind of taxes produced the magnificence of Greece and were at the heart of Rome’s greatness and even Caesar’s success and popularity.

Taxation played a fundamental role in ancient international politics. Empires collided and battled for the right to tax the loser. Peace conferences and treaties centered on the question of how much tax the victors would receive. Small nations revolted or engaged in international intrigue for tax advantages.

In ancient times, taxation was civilization’s most important enterprise. Life at all levels was first and foremost a tax struggle. Here is the story.


1

Ancient Egypt: The Ubiquitous Scribes


The scribe is ahead of everyone. He who works in writing is not taxed. Mark it well.



—Egyptian Papyrus, 1200 B.C.

Not long ago the discoveries of Egyptologists made newspaper headlines. Tales of lost tombs, curses, and fabulous treasures excited the imagination then as much as space travel does today. This interest in the secrets of ancient Egypt has never died—there are still sects which believe the secrets of the universe lie hidden in the great pyramids and tombs. This so-called wisdom of the pharaohs may be speculative and occult; more concrete is the message of Egypt’s tax story.

Egyptian civilization was highlighted by its enduring length. An advanced form of civilized life was in full bloom along the Nile before 3000 B.C., and it perpetuated itself until the fall of Rome. Twice that civilization fell into disorder, once around 2200 B.C. and again around 1800 B.C., but each time it reverted to its original splendor. In the thirteenth century B.C., during and after the reign of pharaoh Akhenaten, who is remembered for trying to enforce a belief in one God, major changes were made in the tax system. The efforts to bring about monotheism failed, but the tax changes remained and Egypt started on a slow decline over the next thousand years during which time many foreigners ruled Egypt. Nevertheless, the magnificence of Egyptian culture devoured them, and after short periods of assimilation most of them looked, talked, and acted like Egyptians. As powerful as the Egyptian culture was, the Egyptian state never reverted to its greatness. That decline is, most of all, a tax story.

Most of us think of ancient Egypt as a land of cruel masters and oppressed slaves. This is because of the story of Moses in the Book of Exodus. But this story came from a period of unrest for Egypt. Modern translations of hieroglyphic records indicate that life in ancient Egypt was usually bountiful and peaceful. The land was rich, and when the harvest was plentiful, life was good to all. The Egyptian of antiquity was a cheerful person. Men and women were equal; they enjoyed life and they enjoyed each other. In an Egyptian love song a romantic man sings, “If I kiss her and her lips open, I am happy even without beer.”1 Beer, incidentally, was a heavily taxed and state-monopolized beverage. The great pharaohs were often seen arm-in-arm with their queens, the way they wanted to be in the life after death. Workers were not in bondage—the first recorded strike in history was instituted by Egyptians protesting the late delivery of their pay. The temples and pyramids were probably built by workers motivated with love for their gods and pharaohs, like the peasants who built the great churches in Europe and Latin America.

Egypt’s prosperity can be traced to the bounties brought to that land by the great Nile River. The annual flooding of the Nile brought continued nutrients to the soil and most often a rich harvest for the people. Ancient Egypt was a land not only annually flooded by the Nile, but perennially flooded with tax collectors. They were called scribes and they ran the society with the same iron-fisted control the Communist party used to run the former Soviet Union. If Lagash in Sumer is to be remembered for its freedom from “the tax collectors,” Egypt could be remembered as a land where tax collectors were as numerous as the “sands of the sea,” so to speak. Since the word “freedom” in ancient times referred to one’s tax status, it is no wonder the word is not found anywhere in the Egyptian languages.

The Egyptians observed the orderly patterns of nature, including the Nile and the path of the sun across the sky each day and during the course of the year. They concluded that the central figure of the universe, the sun, should have its counterpart in the state in the office of the pharaoh. The great pharaoh Sesostris I, who ruled around 2000 B.C., described his office in these words: “For God had made me herdsman of this land, for he knew I would maintain it in order for him.” This order was maintained by the scribes, enforcing the pharaoh’s taxes, which in turn were built around the annual audit.

The events should be familiar to any modern taxpayer who has gone through an audit. Reluctant taxpayers are compelled to appear for an examination before the government revenue agents with the books and records of the tax bureau. The deputies compel attendance through the use of staves, the ancient equivalent of a tax summons.

Like today, Egyptian taxpayers were not very successful in resisting a tax assessment determined by the scribes. The scribes had their own tax courts and a taxpayer was not even permitted to have an attorney to present his side of the dispute.2 As we shall discover, tax adjudications were as short on due process in ancient Egypt as they are in the modern age.

The Egyptians taxed just about everything: sales, slaves, foreigners, imports, exports, businesses. Agriculture production was taxed at a hefty 20 percent. This was not just a harvest tax, it included home gardens and crafts—income from every conceivable source exactly like our income tax. To illustrate the tyranny of the scribes in everyday life, consider the tax on cooking oil. The scribes made regular inspections of all kitchens to make sure wives were not using free drippings in place of the taxed oil they were required to use.

Most agricultural land was owned by the state and leased out to peasant farmers subject to the harvest tax, which was not based on the actual production, but on what the production should be. This calculation was based on the amount of land given to the farmer. There is no doubt that Euclid’s geometry came from long established practices for measuring land developed by the scribes. Although Euclid was a Greek, he actually spent his life in Egypt and wrote his mathematical treatises while in Alexandria. He was simply systematizing and organizing Egyptian wisdom derived for the collection of taxes.

The scribes’ preferred status in Egyptian society is described in a papyrus written around 1200 B.C., during the rule of the great Rameses family. Students asked their teacher for advice on selecting a vocation. Some of them were considering farming. Here is what the teacher told his students:


Remember you not the condition of the farmer faced with registering the harvest-tax, when the snake has carried off half the corn and the hippopotamus has devoured the rest? The mice abound in the fields. The locusts descend. The cattle devour. The sparrows bring disaster upon the farmer. The grain on the threshing floor at the end falls to thieves. . . . And now the scribe lands on the bank of the river to register the harvest-tax. His assistants carry spears and rods, and they say, hand over the corn, though there is none. The farmer is beaten, he is bound and thrown into a well, soused and held under. His wife is bound in his presence, his children are in fetters. His neighbors abandon him. So the corn flies away. But the scribe is ahead of everyone. He who works in writing is not taxed, he has no dues to pay. Mark it well.3



The scribes were not always brutal, however. They were taught that an official of the great pharaoh should act kindly towards the poor and defenseless. Consequently, one ancient text instructs the scribes: “If a poor farmer is in arrears with his taxes, remit two-thirds of them.”4
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The tax officials of the pharaoh—everywhere snooping, inspecting, recording, and arresting—even surveyed the nests of pigeons to count the eggs, making sure the pharaoh got his 20-percent cut.

Another text admonishes officials to “cheer up everyone and to put them in good humour,” or, “if anyone is suffering under pressure of taxation or is at the end of his means, you must let the case go unchecked.”5

This policy of remitting taxes during hard times was a common practice, originally called “philanthropa” from which our word “philanthropy” is derived. Eulogies to many of the pharaohs recite that they remitted taxes so as not to overburden their people. The three thousand years of Egyptian history are filled with moments of humane and decent tax administration.

The remission of taxes is almost unheard-of in our society. Our laws of debtor relief have no application to tax demands. Most tax collectors can evict a widow with ten children from her humble cottage and sell it. About all the law permits her to keep is the clothes on her back. The humanitarianism expressed in the tax laws of ancient Egypt is nowhere to be found in our revenue codes. (See United States Internal Revenue Code Section 6334.)

The enormous endowment of power the pharaoh gave to the scribes created serious problems at times. Corruption is always the inevitable consequence of too much power, especially with a revenue agent, a lesson we have yet to learn. The pharaoh had to train special agents to check corruption in his revenue bureau. Scribes in the field were kept under surveillance by a group of special scribes from the head office. These investigators were to check on all field revenue agents to see if they were using false measures, weights, or accounts to cheat taxpayers. Their primary job was to check out taxpayer complaints.

 

The scribes of Egypt around 2000 B.C., as depicted in scenes from the tomb of Khiti, Lower Egypt.
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Levying the tax—a taxpayer in the office of the scribes, pleading for a tax abatement.
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Taxpayer in the hands of the tax enactor—a taxpayer in the field being roughly handled by the pharaoh’s tax gatherers.
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The Bastinado—a delinquent taxpayer, held by two of his friends, is being clubbed with apparent ferocity, but the blows miss as the taxpayer cries loudly. The bastinado was a form of chastisement, rather than punishment—a kind of tax bankruptcy.

Shortly after the death of the now-famous young king, Tutankhamen, a strong pharaoh named Haremhab discovered deep-rooted corruption among his special agents. They were illegally sharing tax moneys with the scribes in the field—the very scribes they were supposed to be watching. Haremhab made a secret investigation after hearing rumors of this internal conspiracy. Nine new laws were dictated to crack down on this corruption. A tax-collecting scribe found guilty of over-charging a taxpayer was sentenced to have his nose cut off, followed by banishment to a desolate part of Arabia. This was no idle threat. Ancient records speak of a colony in Arabia of people with deformed faces. Another pharaoh increased the salary of his scribes so they would not be tempted to enrich themselves by cheating taxpayers. This may have only whetted their appetites for more money, human nature being what it is.

We do not know if the Egyptians invented tribute, but they were operating a fairly advanced tribute system long before the time of Moses, and they did so successfully for so long that one wonders how they could have done so. In later times, tribute was an ugly form of colonialism. With the early Egyptians during the zenith of Egyptian power the system operated smoothly and without any revolts, as far as we can tell. The system was “a testimony to the mild and kindly rule, coupled with ceaseless watchfulness, by means of which the Egyptian Empire was built up and maintained.”6

Tribute, then, starts out in our earliest recorded history as a wise tax, only in later periods around 1000 B.C. does it become ugly, brutal, and oppressive. Yet this is an old story that seems to repeat itself throughout history. We shall learn that tax farming followed the same course of a good tax going bad. In the early modern period, the mighty Spanish Empire collapsed when it turned the excise into a crippling exaction. In the twentieth century our tax makers have followed the same route with the income tax, which started out in the nineteenth century as a smart tax. It makes one wonder, is this the inevitable course all taxation follows?

The earliest forms of tribute were annual lump sums, which scholars called block tribute. It was collected by local officials and delivered to the dominant king in an elaborate ceremony. In return, he made gifts back to the rulers of the tribute cities and usually provided an impressive parade of his might and goodness. Like a godfather he was taking care of his children. Later, in the fourth century B.C., long after tribute ceased to have its benevolence, direct tax assessments with foreign tax agents began. Scribes moved into the tribute territories to assess and collect taxes. This was an inherently oppressive system that required extensive surveillance in the colonial territories. Dissent was crushed by informers and military might. The informers received a percentage of all evaded taxes just as in America today.

There is an allusion to Egyptian colonial informers in the Bible. In the Book of Ecclesiastes, Judea is described as a land full of tears for the oppressed. The Jews at that time were under Egyptian suzerainty, and we gain an echo of the feeling of the Jewish people under Egyptian colonial taxation with the ever-present informers. The spies of the pharaoh were everywhere, we are told, so that “a bird of the air shall carry the voice” (Ecclesiastes 10:20) of the person who cursed the king in secret. It was the king’s tax burdens, scribes, and informers that the Jews were cursing. There were no electronic bugs, of course, but the scribes must have had informers planted everywhere so that even secret meetings and cursings were overheard and relayed to the scribes. The informers were rewarded, and the grumbling Jews were punished.

Initially the pharaoh was god incarnate on earth. The flooding of the Nile and the bounteous harvests were attributed to his divine powers. Even in the tribute territories, the rains that came were seen as the result of the pharaoh’s putting part of the Nile up in their sky. Religion was the most sustaining force behind the pharaoh’s glory and power. Eclipse his power and his empire would fall, and that is exactly what happened. His power was eclipsed not only in the matter of religious belief, but in the matter of taxation. Indeed, the decline of this ancient empire provides support for Paul Kennedy’s thesis in his The Rise and Fall of Great Powers (1987): The revenue systems become unable to support the empire after it is acquired.

Egypt’s collapse as an empire came during the reign of the famous pharaoh, Akhenaten, who tried to rid Egypt of its deeply entrenched system of gods and replace it with the worship of one god, Aten, symbolized by the sun. This endeavor totally consumed Akhenaten as well as his treasury. Unfortunately, his reform movement failed and with it the two-thousand-year-old Egyptian colonial empire. Eventually, foreigners would dominate Egypt, and in the next thousand years, Assyrians, Babylonians, Persians, Greeks, and finally Romans would rule. What did Akhenaten do that brought about such a dramatic and final demise? Evidence suggests his tax base was cut in half. With this revenue loss, decline was inevitable.

Akhenaten first lost the rich tribute territories in Syria and Palestine. The Hittite Empire took over because the pharaoh abandoned his empire for reasons no one can fathom. We have letters from his local ambassadors pleading for a modest number of troops and for the pharaoh himself to visit the tribute cities. These pleas were ignored, which one Egyptologist attributes to his bureaucracy:


Gradually, as the Syrian situation grows worse and worse, one comes to sympathize intensely with the faithful [ambassador] doing his best . . . in such impossible circumstances and destined to so tragic a fate. His very rage makes him seem all the more human and likeable, since it is a rage against something which the world has raged ever since, yet has still to endure—the supercilious stupidity of the little man in office.7



Perhaps it was the “little man in office,” the Egyptian Foreign Office, which failed to appraise Akhenaten of the inevitable consequences of his neglect of the empire; perhaps it was his crazy obsession with his religious reforms which caused him to lose all interest in his empire and its tribute. One frustrated ambassador points out that it had been twenty years since the pharaoh made an appearance, and the faith of the people in his glory and powers had all but disappeared. Troops were not required to enforce collection, for the vassal states did so out of religious conviction and faith that the pharaoh’s goodwill and blessing would sustain and protect them. But part of the system required a frequent dog and pony show—a military parade like the Soviet May Day affair which showed off the military power of the state for everyone to see. Hitler loved to do this and there is no doubt he intimidated everyone and may have gotten his way at Munich with Chamberlain because of the impressive show of force his gigantic parades made to the world.

Akhenaten failed to produce himself or his troops for many years. His subject territories lost faith, even his local ambassadors had to flee for their safety. In this vacuum of power it was easy for the Hittites to take over and for the tribute to dry up forever.

We also have the correspondence from the leaders of these vassal states complaining about the stinginess of the pharaoh’s gifts to them. The other side of the tribute system was the payments and riches provided to the rulers who had the obligation to collect and pay the tribute—a kind of bribery system, quite legal for the times. Without these handsome gifts any motive from the leaders to collect tribute for this stingy pharaoh would not exist. In a short time, all the rich cities throughout both Palestine and Syria fell under the suzerainty of Hittite, and later Assyrian, rule.

At home the tax wealth was consumed domestically as the new pharaoh sought to replace all pagan temples and the great architectural constructions with new faces promoting the new, single god Aten, symbolized by the sun. This drained the pharaoh’s treasury and may have accounted for his niggardly payments and gifts to the rulers in the tribute territories.

When Akhenaten’s reforms failed, the new rulers had to tear down his works and even destroy his new capital city. Most of all, they had to tear down the power of the office of pharaoh so it would no longer threaten them. In the future, the pharaoh would have to respect their autonomy and power, and there is no better or more secure way to do so than to take away all taxing power. The temples and the priests became tax immune, and future pharaohs were either puppets or coequals. The pharaoh as the god incarnate for all Egyptians was gone. He was still a god, but he no longer held supreme power on earth over everyone.

Immunity from tax for the temples and priests reached enormous proportions, for as much as one-third of all the lands of Egypt were owned by the temples and were tax free. The ancient Greek historian Herodotus travelled to Egypt, and in his history he reports that every priest received twelve yokes of land, approximately one hundred cubits by one hundred cubits, tax free.8 A cubit is the distance from the elbow to the finger tips, about twenty inches. One great temple at Amun in Karnak exerted an authority which rivaled the pharaoh’s. This temple alone ruled over ninety square miles of rich farm lands and villages.

The pharaoh Haremhab, who was the first powerful leader after Akhenaten, granted most of these great tax immune lands to the temples; he even gave them a substantial number of his troops along with cattle and farming equipment. In the end, “his lavish re-endowment of the gods and the priests of Amon, prepared the way for the tyranny of the Amon priesthood, which in the end was the death of Egypt.”9 Was not the tax exemption that went along with this new tyranny the real coup de grace?

The average Egyptian taxpayer didn’t benefit much from the rivalry between the priests and the pharaoh’s scribes. Once on tax-immune temple lands, workers did not pay a poll tax, nor farmers a harvest tax, but temple religious offerings were just as bad. Tax immunity for religion has continued throughout history. Most of the struggles between the popes and kings in the Middle Ages were over the immunity of the church from the king’s tax men.
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Only the tombs of the pharaoh’s chief tax collector rivaled in splendor the tombs of the pharaohs. This wall painting from the tomb of a tax collector at Thebes, 1400 B.C., shows the Syrians paying tribute to Egypt. Within less than fifty years, this scene ended when the one-god pharaoh Akhenaten abandoned his rich colonies in both Syria and Palestine. His immediate successor granted tax immunity to about one-third of all the temple lands in Egypt. These revenue losses appear to have triggered the irreversible decline of this ancient superpower.

The temples were not only immune from tax, but the lands and buildings were places of refuge where people could flee and escape from the government, especially the tax-collecting scribes. This right of asylia, as it is called, was a kind of substitute for civil rights, and it survives today in diplomatic relations among nations. A Hungarian cardinal lived for years in the U.S. embassy in Budapest, enjoying a kind of asylia guaranteed to all embassies under international law. Foreign nations that conquered and ruled over Egypt for a thousand years were quick to abolish temple tax immunity and put an end to the excessive power enjoyed by the priests, but they did not abolish asylia—probably for good reason. If they were overthrown or defeated in battle, they could always take refuge in the nearest temple and save themselves. The most common user of the right of asylia was the defaulting taxpayer, racing for the temple gates, trying to outrun the scribes in hot pursuit. When the taxpayer won the race and was safely behind the temple gates, did he, one wonders, turn around and stick out his tongue at the frustrated scribes? A lot of taxpayers today would just love to have such an option.

The tax story of ancient Egypt shows what happens in a society burdened with a totalitarian revenue system. The informer, the corrupt revenue official, and—most significantly—the tyranny of all-pervading surveillance are inherent in such a system. Every taxable transaction must be recorded and subject to examination. Consequently, the individual has to submit every aspect of his life to tax inquisition.

Lacking our modern and sophisticated record-keeping, the Egyptians used the scribes to oversee the pharaoh’s revenue system. The scribe was the substitute for the banking record, the computer, the tax-identifying number, and the other devices of the modern tax gatherer. In such a system, anywhere, privacy and liberty give way. The scribes were everywhere—snooping, inspecting, and recording. This system of snooping should not be judged too harshly. Our system is basically the same, seeking the same ends, and using the means and tools available at the time. The tools have changed, not the system. For example, in 1975 the United States Supreme Court ruled that federal tax agents have the right to snoop into just about anything by using a John Doe summons. The dissenting opinion of Justice Potter Stewart emphasizes the pervasiveness of our tax system:


Virtually all persons or objects in this country . . . may have tax problems. Every day the economy generates thousands of sales, loans, gifts, purchases, leases, wills and the like, which suggests the possibility of tax problems for somebody. Our economy is tax relevant in almost every detail. (U.S. v. Biscaglia, 420 U.S. 141, 156 [1975])



An IRS agent using a pseudonym wrote: “There is no important piece of information concerning you I am forbidden to seek.”10 Was not this the state of affairs that dominated the tax system of ancient Egypt? Are not our income tax auditors the modern equivalent, in almost every detail, of the ubiquitous scribes of the pharaohs?

[image: image]

Painting from a Theban tomb of a “Scribe keeping account of the corn of Amun,” from tax-immune temple lands of the priesthood. Here corn is being registered along with a flock of geese, as taxes for the priesthood. It was a no-win situation for the farmers, as they prostrate thenselves before the temple scribes and pay their dues to the priests.
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The Rosetta Stone Speaks—and Tells a Tale of Taxes


The arrears of taxes which lay on the peoples of Egypt he [Ptolemy V] remitted, an amount immense, how much is not known.



—Rosetta Stone, 200 B.C.

Napoleon started his ambitious military career by trying to conquer Egypt. The British threw him out in no time, but before they did, his soldiers ransacked the tombs and shipped back to France as many relics as they could carry. As these relics were passed around in Europe’s high society, Egyptology was born.

Our knowledge of ancient Egypt moved from fantasy to fact with the discovery of the Rosetta Stone. It was unearthed by one of Napoleon’s officers near the town of Rosetta in northern Egypt. Napoleon had copies made and distributed throughout Europe. The English eventually seized the stone from the French, and it is now on display in the British Museum in London. It is a slab of black basalt, a hard marble-like rock. It has a message inscribed in hieroglyphic (at the top), demotic, another lost Egyptian script (in the middle), and Greek (at the bottom). With the aid of the familiar Greek the other two lost Egyptian modes of writing were deciphered. The Egyptians were prolific writers, and a great number of Egyptian writings have survived which can now be deciphered, telling the real story of life in ancient Egypt.

Most of us learned of the Rosetta Stone in our first ancient history and geography lessons. This stone is the most important Egyptian archaeological discovery of all time. It is the most significant relic of ancient Egyptian history. Someone obviously went to a lot of trouble to inscribe the Rosetta Stone. Why was the message inscribed in three different languages? Why was stone used instead of papyrus? The message must have been important to have been cut in stone, but why was the message transcribed in Greek?
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The Rosetta Stone, whose message in three modes—hieroglyphic (top), demotic (center), and Greek (bottom)—was the key to revealing the stories of ancient Egypt, including the reaction to a tax revolt of the boy-king Ptolemy V.

The Rosetta Stone was inscribed around 200 B.C. during the reign of Ptolemy V, known as Epiphanes. Egypt had been ruled by a dynasty of kings of Greek origin called Ptolemy for over one hundred years. The founder was one of the leading generals of Alexander the Great. After Alexander died unexpectedly, his generals divided up his empire. Ptolemy grabbed Egypt for himself and became king. A new dynasty was established that lasted until the death of Cleopatra. The Ptolemies were, by and large, good kings, and they tried to carry on the ancient tradition of benevolent dictatorship established by the pharaohs. Greek influence was considerable, but within a few generations the Ptolemies acted more like Egyptians than Greeks.

At the time the Rosetta Stone was inscribed, Egypt had been plagued by a civil war for over a decade. This war started after Egyptian soldiers returned home from a successful military campaign in the east; they found Egypt shackled with new tax burdens. In addition, the tax bureau had been strengthened with tough Greeks who were the best in the business. The revolt of these soldiers turned into a civil war, and to try to restore order the boy-king, Ptolemy V, issued a “Proclamation of Peace.” The most important provision was a general amnesty for the rebels. Tax debtors and rebels were freed from prison. Tax debts were forgiven. There would be no more forced conscriptions for the navy. Fugitives were invited to return and take back confiscated property. Finally, there would be tax immunity for the temples and their crops and vineyards, as in the days of the pharaohs. This proclamation was a bold stroke to bring peace to a war-torn nation. It was a capitulation on the part of government to the rebels and the priests.

The great beneficiaries of this proclamation were the priests. At a solemn assembly in Memphis, on the lower Nile, they decreed that an honorarium should be cut in a “stele of hard stone in sacred and Greek letters, and set up in each of the . . . temples at the image of the everlasting king.” From this we can assume that there may have been many copies of the Rosetta Stone installed in the temples next to a statue of the boy-king. Why?

The reason is that the tax provisions of the peace proclamation were a road to riches for the priests. Ever since the successive conquests of Egypt by the Assyrians around 700 B.C., then the Persians, and finally the Greeks in 330 B.C., the temples had lost their ancient tax immunities. Now, after five hundred years of foreign rule, tax immunities were being restored. The prospect of economic power and independence for the temples was exceptional. Small wonder that, in honoring the king, the Rosetta Stone emphasized the marvelous tax benefits they had been given. With the right of asylia, which they had never lost, the temples now had a bright and prosperous future. The main stumbling block was the lawlessness of the king’s tax men. Having the law on your side—just like today—was not enough to stop some overly ambitious member of the king’s revenue bureau. To keep out the king’s tax men there was a Greek sign at the entrance to all temples which read: No Entrance to Those Who Have No Business in the Temple.1

[image: image]

Excerpts from the Rosetta Stone translated by Sir Wallis Budge, former head of Egyptian antiquities at the British Museum.

To bolster the sign, the Rosetta Stone was propped up along with a statue of the king. If there was any question about whether or not a revenue agent had any right to enter the temple, he could then be referred to the Rosetta Stone and read for himself that the temple was off-limits to him. The Greek translation on the Rosetta Stone clarified and supported the Greek “No Trespassing” sign at the entrance.

The fact that the Rosetta Stone is a tax-oriented document should not come as a surprise. A large percentage of all ancient documents are tax records of one kind or another. One of the labors of historians studying ancient material is to sift through piles of tax records in the hope of finding something of interest. Though tax records are generally looked upon as a nuisance, the day may come when historians will realize that tax records tell the real story behind civilized life. How people were taxed, who was taxed, and what was taxed, tell more about a society than anything else. Tax habits could be to civilization what sex habits are to personality. They are basic clues to the way a society behaves.

Behind the grants of tax immunity in the Rosetta Stone is the story of what was really going on in Egypt around 200 B.C. One could interpret these clues to mean that the young ruler had a wise regent who had enough sense to reduce taxation to spur the economy and end civil strife. It may be that the regent was an exceptionally decent fellow who felt sorry for Egypt’s overtaxed workers.

This is wishful thinking, of course. Rulers do not reduce taxes to be kind. Expediency and greed create high taxation, and normally it takes an impending catastrophe to bring it down.

The proclamation of peace referred to in the Rosetta Stone means that the pressures of excessive taxation were destroying Egypt
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