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here from all over the world to celebrste the centennial of Henry George's

masterwork PROGRESS AND POV B

But I'm 2freid that for meny of ug this should 21350 be 8 week of lament-
atien 1n sackcloth and sshesy, for inm s1l those hundred years not even cone city
in 211 the United States and not even one city in all of Europe heg adopted the
property tax reform Henry George died fighting for . . .

The property tsx reform nceded to harness the profit motive
‘to what we want for our cities, our countryside, and our
pecple instesd of harnesaing the profit motive te go many
things we don't want , , . -

The propertygtax reform we-are very wisely beginning to
- ¢a3ll incentive taxation, because it would give privste
fenterpriSe 2 strong incentive to improve and build instead
of (28 now) penalizing privete investment in improvements
'by overtexation and subsidizing lsnd speculation sng land
price inflation by undertaxaztion. .

o
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Others have come from afar to tell you about the problems and the progress
or non-progress of Georgist tax reform in other lands, so from this word om I
speak only of our own problems and non-progress here in America. I will try to
help you see that the results of our not correcting these problems have been
2lmogt unbelievably cestly, and then [ will try to help you see the urgency of
correcting these problems before it is too late.

And perhaps the qﬁickest:way to dramatize our failure would be te remind
you that when Heary George proposed the single tax on land to pey 81l the cost
of government the property tax on land wss already providing enough revenue

to pay nearly half of 21l the costs of government == local, state and national ==

wheress today the land tax is barely meeting 2 percent of our govermment costs’

.

Instead of doubling the tsx on lsnd 8s Henry George proposed we now tsx

. land so lightly here that land speculators snd other owners of unused, underused,
and misused land can hold it off the market at a net yearly tax cost seldom if

ever exceeding 1 percent waiting for infiation and s multi-billion doller yeariy
investment of other pecple‘s money and other taxpayers®' money to double or
triple its market price -- i.e. to increase its market price 100 times and
sometimes 200 times as much s their cost for keeping it idle. Even after pay-
ing todsy’s tax on capital gaing they csn pocket roughly two thirds of this un=
ezrned increment,

In the spread city sround New York the Regional Planning Association added
up cost to the community for schools, rosds, water supplies police and fire-
fighting facilities, sower lines snd sewage dispossl facilities etc., etc.,
etc., needed to make land in one more residence reachagble, livable, 2nd richly
saleable, and came up with a figure of well over $30,000 for each edditional
residence, Here on the West Coast the Southern Californis Real Estate Research
Council czme up with 2 figure of barely $1,000 less for Los Angeles,

And I'm ‘sure you wili_allxagrééifhat $30,000 per additional Residence
or say 360,000 per acre gives land speculators in the growth arszs is and
sround our citie2 a very Jjuicy subsidy! :
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) Todav's undertazstion of land hss now heen capitslized into s la
torsl estimsted by the Federzl Cenzus Buresy st roughly fwe triilion dolli=zrs
($2 000,000, 000,000, giving land owners sn slmost completely unesrned in-
crement dencunded by FORTUNE ss "more than double our vaunted investwent in.
inuﬁsfrist”ﬁrbduction“'and """ impesing on cur economy a burden more than twice ssg
heavy as the 800 billion dollar Federal debt!

i1

Today's gross undertaxation of the community=-created location value of land
has been coupled with an egqually gross overtaxstion of private investment in
houses and cther improvements, Most of our cities tax improvements more heavily
than the combined Federal, state and local tax burden on any major product of
American industry except hard liquor, cigarettes, and perhaps gascline!

A 4 percent-of-true-value property tax ot new construction (a8 in Neéew York
City) may not sSound big compared with a Federal income tax that runs up to
70 percent. But it sounds small only becsuse the 4 percent is 4 percent of the
eptire capital value of the investment, whereas the income tax, a3 its name
makes clear, applies only to the income on that capital value.

The enormity of this 4 percent-z~year tax on the true value of new improve-
ments should become clear if we restate it in salesg tax, income tax, and in com-
sunaption tex terms.

In sales tax terms: The Advisory Commission on Intergovermmental Relations
heg calculated that each 1 percent added to the tax on improvements is the in-
stallment plan equivalent of 2 19 percent sales tax, i.e,, it will cost the im-
prover as much eazch year as a 19 percent single payment sales tax would cost
him if he could fimance it 2t 5 percent interest spread over the 60-year
life of the improvement., So, for example, New York's 4 percent property tax on
new improvements is the installment-plan equivalent of a 76 percent sales tax!

In income tax terms: New York's 4 percent-cf~true-value tax on new im-
provements is likely to cost the improver much more than 50 percent of the income
the improvement could otherwise earn on the equity investment,

In comsuption tax terms: New York City's 4 percent-f-true-value-a-year tax
on new improvements is the equivalent of at least a 25 percent consumption tax,
i.e.. it adds more than 25 percent to the rent or 25 percent to the carrying
cost of a home. :

Said the Douglas Commission's report: "It seems inconceivable that we would
knowingly place such a tax burden on such s necessity as shelter, but we have.,”

Today's misapplication of the property has been by far the biggest cause of
urban decay and slum formation, It has been the only cause of the prematiure sub~
division of millions of acres that should have been left open country for farming
and recreaticn until well into the twenty-first century. It has been the biggest
single cause of land waste snd the sprawl that has been making millions of people
waste billions of hours driving billions of needless miles wasting trillioms of
galions of costly gasoline getting to and from where they want or need to go. And
burning all thése wasted gallons has been so far the biggest cause of air pollution

about which we are getting so concerned!’ .

Beyond that: Today's misapplication of the property tax is the only resson --
repeat, the only reason -- why land prices were already going up 6.19 times as fast as
the rest of the relatively stable consumer price level at the time of the 1966
Douglas Commission report -- and that was before land prices reailly took off into
the wide blue yonder. And this land price-inflation coupled with the overtesxation
of improvements is the biggest if not the only reascn why muiti-billion dollar
subsidies seem to be needed to meet our housing needs -- and despite all these
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St{il more importantly, -this-land price inflation subsidized by the under-
taxation of land is by far 'the biggest single domestic element in the overail price
inflation about which everyone iz now S0 concerned. Says FORTUNE: “The inflated
price of land raises the price of everything we buy.” Says TIME: "The soaring
price of land for farming is perhaps the biggest reason for the soaring cost of

food.”

And now homeowners are rushing to cash in on the crazy i{nfistion in home
prices to add three times ss many millions of dollars to the consumer debt total
28 this year's $31 billion~plus increase in the Federal debt that so many economists
consider the biggest cause of inflationr! In Florida, to cite a shocking exzmple, -
one sizeable mortgage lender has been going on the air agein and again to ask
homeowners i1f they would not like to incresse their mortgages $15,000 to take their
families to Hawail for a mouth's vacation!

Encugh is enough, so I will takeano more of your time to spell out the cosgtly
consequences of our not getting the voting publiec and everyone in Government to
recognize the urgency of the local property. tex reform Henry George died fighting
for, ‘

But now I must go on unheppily to remind you that our failure to aell Georgist
tax reform is a double failure, for Henry George did not stop ghort by just urging
a single tax on the unearned increment in land prices to pay almost sll the cogts
of govermment, He was a dedicated believer in free interprise and such a strong
foe of socialism and communism that he also questioned the right of any government
to take sway through taxation any of the momney workers and enterprisers rightfully
earn by their labor and investors earn by the wise investment of their savings to
create more jobs and provide the facilities needed to increase production and
productivity, That was in those almost-forgotten days before (in.the words of
Senator Hayakawa) we began destroying the incentive to succeed” with a $200 billion-
a=year Federal Tax on individual incomes that taxes away to roughly a third of sll
non~tex-exempt income over $25,000 and 2 half of all non-~-tax-exempt income over
$50,00C a year. And that was before our countiry began taxing business profits more
heavily than any other supposedly non-Socialist country! *

In all the centennial years we are here to celebrate we Georgists have failed
to persuade any government to apply the Georgist remedy for poverty. Quite the
contrary: land is now so lightly taxed that lsnd ownership is by far the biggest
of today's tax shelters and we sre imposing a multi-billion dollar added tax burden
on workers and investors to support the poor on welfare and to shelter them almost
rent~-free in subsidized housing!

What makes our hundred-yesr inability to sell Georgist tax reform doubly
difficult to understand is that quote "practically all the competent economists
who have studied the problem now agree with Henry George that land should be taxed
much more and private investment in improvements should be taxed much less if at 811”7,
So says the eminent Columbia University profegsor who is Past-President of the
National Tax Association and now serves as economist for the Tax Foundation; and
Professor Harriss sdds that the need for Georgist property tax reform is much greater
today than it was a hundred years ago!

) ‘Perhaps equally important, the consensus of a conference of urban experts co-
spongscred by the Council of State Governments, the Conference of Mayors, the National
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Lesgue of Cities, the Netionsl Asgocistion of Counties, end the Ngtiomsil Oovernors

Conference =-- g conference wvhose peunel New York's Msvor halled ss the WHO's WHO of
Urban Development == laid it on the lise thet: -

Yt should be obvicus == repest, obvicus == to anyone that heavy taxes on
homes and other 1mprovement3 are bound to discourage, inhibit, and often prevent
private investment in improvements,

"it should also be obvicus to anyone that hesvy taxes on the community-created
location value of land camnot discourage or inhibit improvements. On the contrary,
heavy taxes on location values could put strong pressure on the owners of underused
land to put their land to better use.

“"All this is so obvious that you would think every community would try to tax
land heavily and tax improvements -lightly, if st zl1l; but just the oppesite is the
cage., Almost every community ccllects two or three times ag much money from texes
on improvements as from taxes on land.”

To this the one exception is Pittgburgh, where at long last the local Georgists
can take just pride in having persuaded the city goverament to make the city tax on
land four ¢imes 23 heavy 28 the city tax on improvements. But even in Pittsburgh
half the full burden of property taxation still falls on improvements, for the
Pennsylvania Constitution still requires the heavy school and county tax to fall st
the same rate on land and improvements.

Every unprejudiced property tax study from coast to coast hszs supported the

case for Georgist property tax reform, including the studies for:

National Council For Urban Affairs

The Chamber of Commerce of the Urnited States

The Federsl Advisory Commission on Intergovernmemtsl Relations

The Coungressional Research Service

The Brookings Institution

The Houvse Committee on Banking, Finance and Urban Affairs

The State Govermments of Michigan, Indiana, Pennsylvania and North Carolira
and the Provincial Government of Quebec (which called the land tax "the ideal in=
strument to enable the entire community to share in the increase in land. values
that results from economic and population growth and undetakings paid for by the
community rather than the owner.”

And also by masny local studies, including major studies in Milwaukee, Kansas
City, Omaha, Washington, Buffalo and Indianapolis.

Here in California the case for Georgist property tax reform is supported by
local studies in San Francisco, San Jose, San Diego, and Fresno, znd the president
of the Center for the Study of Democratic Institutions in Santz Barbara laid it on
the line that "the present property tax promotes every unsound public policy
tmaginable.”

But in the face of g1l these studies the voters of California rushed to the
polls iast year to vote for a 40 percent property tax cut whose most immediste
beneficiaries are the owners of unused land and whose first result was to send
land prices soaring still higher in & state where land price inflation was already
worse than in any other state -— so high that last year the Irvine heirs were able
to sell for $413,000,000 the remaining acreage of the ranch their grandfather
bought in Henry George'z time for $93, 000!

In the face of all today's mounting evidence that Henry George wag sc right,
how can we explain our hundred-yesr failure to sell Georgist tax reform, not just
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in Californiz, hut in eny other gtate in *h& ﬂﬂiea9

Perhaps one explanation is that too many long term public decisions ere bazed,

not on long-term benefits, but on the gﬁﬁ?éth?m benefits they offer., Says Nobel-
- laureate Albert Szeni-Gyorgyi in "The Crazy Ape"” -(published by the Philescphical
Library): '"We sell our more distant vital interests for minor immediste gains”.

So, for example: o,

1 = Too many owners of existing office buildings, exiating apsrtment houses,
existing store buildings, existing warehouses, etc,, etc,, think they have a
short-term interest in not lessening todey's heavy tax penslity and disincentive
on the construction of new office buildings, new apartment houses, new store
bujldings, and new warehouses that would compete with their aging properties and

tempt their tenants to move out unless their remt is lowered,

2 = Too many bankers who hold mortgages ou existing buildings think they have
a similar short-term interest in preserving the tax digincentive that keeps new
construction from out-running or even keeping up with new demand,

3 = Too many homeowners who bought their homes with every asgsurance that
housing prices would keep on going up and up would be unhappy if property tax reform
were to stimulate enough new home building to ease the local housing shortage and so
bring housing prices down and threatem the unearned increment they counted or when
they paid too much for their own purchase,

4 - Too many land developers are afrajd that uptaxing land would at once de=
flate the value and increase the holding cost of acreage for which they had already
paid ransom prices reflecting today's aimoast ubiquitcous under-assessment and under-
taxstion of vacsnt land. :

That's why so many big developers like Levitt snd Jim Rouse in Columbis and
Gulf in Reston have strongly opposed any proposal to tax land more and tax im-
provementa less, And that's why the big operators who are so influential in both
the Home Builders and the Rezltors Associations have kept both HAMB and NAREB
from supporting the tax reform that would be so good for most of their rank and
file members, ’

¢

Thedge ghort-term aelf-interests in not correcting what is now so wrong with
today's property tax are sc strong snd widespread that it would be needlessly
foolish for us to urge an overnight transition shifting the full weight of s
heavy property tex to land. It would be much wiser, fairer, and better to stagger
the shift over five years; in the csse of new towns like Columbia and Reston it
might be staggered by local option over as meny ss ten yesrs. This would give
everyone who had bought land at prices inflsted to today's undertaxation time to
take sdvantage of the much greater long-term money-making opportunity offered them
by untaxing improvements.

Under such a staggered shift to land value taxation the penalties for under-—
using valuable land would be delayed but the benefits of the new and greater in-
centive to improve and build would be immediate, Landowners snd'deveiopers have
to plan shead for the future, and it shouldbe obvicus to all of them that the
profit potentisl from investing in new improvements that would be tax exempt five
years from now would be zlmost as grest as if would be if the tax exemption granted
at once.

- ‘But for the long term the tax reform Henry Geerge died tightiug for would
be good for almost everybody, including most specifically:
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help bring down the too-high price of the builders’ and developers' biggest pur-
ctigse (lend) snd mzke their product essier to sell by lessening the improvement-

- 18% peralty its customers have to pay.

.y s Y
I = It would be good for evervhody in the build
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2 -~ It would be good for homebuyers and all the building industry's other
customers, for they are the final victims of today's inflated price of land and
end up paying simost the entire bill.

3 - It would be good for our citieﬁ, for it would help bring down the too=high
price of in-city land and the too-high tax on in=-city buildings that is driving
people aad jobas out to where land is cheaper and taxes sre lower.

4 - It would even be good for most farmere, though it may be 2 waste of time
to try to sell them an ita benefits. It would be doubly good for farmers where
owner-paid improvements in the land, like draining, clearing, grading, etc., are
correctly assessed ag improvement values, as in Australia and New Zealand and
as recommended by our own Department of Agriculture nearly 50 years ago. Fven
without such an assessment correction a farm-by-farm tax sampling in Pennsylvaniz’s
rural Indiana County found that uptaxing faorm land and down-taxing farm improve-
ments would actually lower the property tax on all the better farms, The only
" farmers vho would be taxed more are farmers who are letting thelr farms run down.
And it seems to me significant that the only place in the whole United States
- where improvementd are completely tex exXempt and the whola burden
of the property tax falls on the land js the farm area of North Dakota, This
would have been impossible if the farmers had not recognized that it would be
good for them.- It is aldo significant that a broad survey of farmer opinion by
the county assessor in Tacoma, Washington; found that almost the only farmers who
strongly opposed taxing their land more and their improvements less were farmers
who wanted to sell their farms for a high price and get out of farming.

In brief, the only big gainers by our hundred-year failure to sell Georgist
property tax reform are the big land owners asnd land speculastors who asre now find-~
ing it easier than 2ver to get rich in their sleep on the enormous unearned incre-
ment in the price of their land.

So 1 hopé a:1.d pray that at this centennial we will not just bow down to worsh:o
at the shrine of Henry George. I hope that all of us will hereby firmly resolve tc
stand up and fight, like him, for the tax reforms he died fighting for.

I hope and pray that the second century of PROGRESS AND POVERTY will not be
ashother century of failure, but 8 great century of Progress. I hope and pray that
very e2rly in this century we can achieve the Georgist tex reforms that are now

needed more urgently than ever before,

~=PIERREPONT I, PRENTICE.

(Mr. Prentice delivered this address at the Henry George Centennial Conference in
San Francisco on August 22, 1879.)



