“Specialiting In News On Taxation, Advocating Sersible Tay Reform™

VOL. 111

PORTLAND, OREGON, JULY - ALIGUST, 1962 Mo, 4

Portland 1o Initiate Costly Blight Study

Thera is 2 disease running amuck in
our ciiles. It is an Infestation that tarns
mew buildings inie inelegant structures
long before their time, and makes old
serviceahle buildings ancient. It is called
blight, the deterioration of a home, a
plant or 3 community into an ugly, hol-
low crust, uninhabitable and certainly
something repuisive,

The slow seepage of blight into a parti-
cular metropolitan arca leads invariably
and irresistibly fo slums, the recognized
breeding pen for crime. No cily escapes.

Even the smallest township or the beauti-

&

fully quaint hiliside village has what is
commeonly called “the wrong side of the
tracks”, an inarticulate expression, but
nevertheless an adequately descriptive
one.

At an informal council gathering re-
cently, Lloyd T. Keefe, Portland’s plan-
ning director, caid that the 19686 census
shows 43 per cent of the city’s housing
units are 40 years old; 57 per ceni are
over 30 years old and T2 per cent are
over 20 years old. He also reported that
census tabulations showed 2.8 per cent
are “dilapidated” and 11.6 per cent are
“deteriorating.” The result of this meet-
ing was to make a $217,907 study of the
cause and cure of blight with the fed-
eral government puiting in two dollars
for Portland’s cue.

Why does 3 20-vear old building de-
teriorate? Why do we, on ocur Sunday
afternoon excursions through the eity,
see entlire blocks of unsightly, unpainted
houses, houses that have sagging porches,
leaning garages and unkept lawng?

I cannet believe that home owiners are
lazy, although undoubtedly some are.
Neither can I aceepi the proposition that
home owners are indifferent to the
squalor in which many exist—certainly
not live—and deaf and blind to the riging
slums around them., No, they are not
indifferent, they are merely clever.

U does not take & business degree
frora Harvard or Yale fo compute the
monetary gains involved. If the fax upon
& house with & segging porch is 350

per year and $65 upen a similar strue-
ture with a well painted, rebuilt porch,
who iz the more astute owner? The
same applies to the factory owner or
the apartment heouse landlord. No one
wishes to spend money needlessly and
this is exactly what they would he do-
ing if they improved their dwellings.

Not foo long age, the Kennedy ad-
minisiration asked Congress to give in-
dustry tax concession as an incentive
to modernize plants and eguipment, ¥ can
just see the voracious state, countv and
metropolitan tax depredators waiting to
leap, papers and pen in hand upon
the newly modernized plant to reassess
the value, thereby jumping the property
tax once again as much. Why should the
federal government spend $2,500,000,000
in a four year program to arrest hlight
and revitalize our cities when Iocal gov-
ernments are endeared ‘o increasing
property taxes, thereby completely ne-
gating any effort the federal govern-
ment might make,

Tastead of modernizing the ancient
adage of stealing from Peter to pay
Paul, it would seem more logical and
more business-like to  revitalize our
blight ridden communities by giving the
home cwner a tax abatement as well.
President Kennedy's program of tax in-

cenfives for industrial modernization
can be applicable io ihe single home

owner by permitiing him o rebuild, re-
paint and gengrally bmprove his home
without cheking him with local property
tax increases,

Representative Frank Thompson of
New Jersey recently declarad that resi-
dential real estate is being eroded “hy
carelessness, by bad laws, by misunder-
standing of s nature” He urged a new
leck “at the consequences of our iax.
ing system” including “tax deductions
for home improvements.'

To reiterate, blight is a disease. How-
ever, unfortunately our prevenialives are
sorely inadequate and, paradoxicaily,
our medications rather than destroying

(Contitued on page 2

9276

Graded Tax Plan
Aides Urban
RBenewal

by the Hon. JOSEPH M. BARR
Mayvor of Pittsburgh

Fitisburgh has the distinetion of being
ihe only large eity in the United Stiates
where ihe special taxation of land values
has been in actual operation over a long
period of time. We are in the midst of
an  enormous program of urban rede-
velopment and urban renswal—a pro-
gram whieh has aitracted nation-wide
altention.

I believe the Graded Tex plan which
was adopted here in 1913 by an act
of the state legislature, has done a grest
deal to encourage the improvement of
real estate in general, and especially
the building of homes and apartments.
And I think it has heen particularly
fair and beneficial {0 home owners,

It igs generally feli that most of the
fine struetures erected through private
enterprise and investment as part of
the remewsal program, are benefited by
the lower tax raie on buildings, which
for eity purposes is just one-half of the
rate imposed on the value of the land.
City tax rates are $37 per $1000 valua-
tion on land, and $18.50 per %1000 on
buildings,

Many people now believe the Graded
Tax law should be extended. As state
senator it was my pleasure to support
the bill introduced in 1951 by Senator
MeGinnis, which was enacted by an
overwhelming vote in both houses of
the legisiature giving our 48 third-class
cities the oplion to adopl similar fax
measures if the City Council sees fif o
do so

In Pennsylvania the Graded Tax plan
is considered non-partisan and haz not
been a political issne, It was first spon-
sored here by a Republican Mavor, Wil-
liam Magee in 1913, and has since heen
supported by both Republican and Dem-
ocratic mavors.

The law is generally asccepted in the
community and there is no significant
support for its repeal or modification.
In shorl, the Graded Tax plan has
worked well in Pittsburgh, and we be-
lieve it would prove equally beneficial
ii tested in other aress.
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Yo the Fditor:

1 should like o offer some comments
e the letier of Don B. Card printed in
the March-April issue of Taxpavers Di-
gest. First I agree that there is politieal
pressure 1o previde more government
services than we cught te have. [ mighi
go further and say that many of the
Federal Governmeni services are move
dis-services. Many of the regulations are
a burden upon business, Other govern-
meni actions assisting some sectors are
discriminatory and inequitable. All sub-
sidies are a dis-service in that they assisi
an inefficient business {o coniinue while
taxing the efficient.

T cannot avoid differing with Mr. Card
on other ideas. He states: “The only
way {o make them {{axes) eguifable is
{0 use as 2 tax base a commen densm-
inator that will eguitably meagure the
henefits derived from having an orderly
governmeni.” Three sentences further he
suggests: “Pergonal income is the best
suifed common denominator.” That is
guite contradictory because it is obvicus
that personal income does nel In any
way ‘‘measure the benefits derived
from—government.” If he is looking for
a measure of the benefils of govern-
ment services available land value or
site price comes much cieser io that
measure. Personal income (excepiing
Tand rents received) largely measures
personal ability, effort and or produc-
fvity.

Mr. Card objects to tax on land value.
It is perhaps redundant io restate the
case for any one who has read “Progress
and Poverty” by Henry George or “The
Curse of Modern Taxation” by W.R.EB.
Willcox.® It is especially recommended
that we should be acquainfed with the
ideas of Mr. Willeox who was a profes-
sor at the University of Oregon. I should
also mention L. D. Beckwith of Stockion,
Calif,

it has alwavs been the wish of lapnd
speculators and their apologists to con-
fuse and identify land with other prop-
erty. ineluding improvements and pro-
duetive capital. The rest of us shouid
discern the differences.

Improvements are made by the effort
of labor and modification of materials.
Land was never made by any Man's
effort. Improvements have a real cost
in labor and wmaterials. Land had ne
original cost. Improvemenis deterioraie,
may burn, rust or wear out. Land lcom-
mereial sites) does net burn, rust or
wear out. (Agricultural fertility may de-
teriorate but fertility is not the chief
part of land price. Highest priced land
is pever agricultural) Taxes on improve.
ments must be added to price and make

the price greater, Taxes on land are
sublracted from the price and make the
price 1o the seller lower,

[ mighi refute some of Mr Cards
ideas briefly. He states, “Using income
as & base—would—Iieave the priee of
iand to supply and demand . . . " But
the law of supply and demand invelves
changes in production and consumption
of a eommaodity. It cannot apply io land
for land is neither produced nor con-
sumed. First: The supply of land is con-
stant; and arez does not stretech nor
shrink. Second: There is no demand for
land in itself. A buyer (or renter) of
iand desires (demand) the services avail-
able at the given location; the streets,
utilities, transportation and cther public
and private services offered. The near-
uess 16 all these aids of the community
and commerce and the guantity and
guality of gueb gervices iz what determ.
ines the priee or rent of iand.

Mr. Card siates truly, “Teoxes on land
values do not spur econoniie progress—."
But taxes on improvements do definite-
iy hamper economic progress. Taxes on
land (gite price) do not in the least
penalize productivity, initiative or ef
ficiency bheecause the price of land is
not influenced by produectivity or effic.
iency of its owner. It may be frue that
gil taxes must come from income but
income comes from differing sources.
Income from productive labor or from
investment in productive improvements
(capital) is closely preportional to the
usefolness of the laborer and the invest-
ment. Income from land or land rents
has po connection to the usefulness of
the land owner. Income from land sites
is closely proportional {o the usefulness
of all the olber pecple arcund the sife
whiechh make the locafion desirable. In-
come from labor or from investment
resulfs from the productivity of the one
who gels the income. Income from land
rent results from getting out of the
way and letting others do the work and
investrment,

Binee the source of land is totally
different from the source of improve-
ments (capital) and since land differs
fundamentally from any ether property
in all economic funetions it is sound
sconomics to study those differences as
related to incoeme or taxes.

R. P. Lorer
E. 8511 Valleyway
Spokane 62, Wash. .

*The Curse of Modern Taxation, Will-

cow, Publ. Fortuny's, 1832,

MONEY i$ THE BEEST
EABOR SAVING DEVICE
" YET INVENTED

BLIGHT—
(Continued from page 1)

the sickness, give it strength and silow it
to continue to gpread. By promoting
what one reporter iermed “slumlerd”
with privileged tax legislation, we are
subsidizing the very ailment which
fhreatens our cities.

H seems to be rharacteristic of our
time io study, to analyze, to educate
and then consistenily do nothing about
the results our investigations show.
There is a tendeney to do nothing but
talk, report and powwow and the con-
seguences are buried and allowed {o
stagnate in ihe abese bureaueratic pit
which touches every faest of our per-
sonal lives

Actions, someone once said, speak
louder than words. To employ the ven-
acular, I say, “Let's get on iti”

-, James Hotaling

The Taxpayers Digest is published bhi-
monthly by Taxpayers Publications, Inc.,
2 non-profit organization devoted to pub-
iishing tax news in the interest of the
general faxpayer.

The Taxpayers Digest actively SUp-
ports groups interesied in problems of
taxation and tax savings and provides a
means by which such organizations may
reach the general public. ¥t holds that
homes used as homesteads by the owners
whose yearly income is less than $3.600
should be tax exempt and fthat taxes
should be placed where they will hurt
the economy the least and from where
they cannot be shifted,

Subscription rates: 20 cents per issue;
3100 per vear,

Advertising rates: $2.50 per column
inch; write for terms for mats or engrav-
ings supplied by the advertiser, or for
prices of larger-size ads and consecutive
annual insertion terms.

Harvey Akeson, publisher; M. James
Hetaling, editor; James H, Schoppe, con-
sulting editor; Erick $. Hansch, business
manager; Larry McLsvghlin eireulation
manager; Wiliam M. Gwin, illustrator.

Headers are invited fo send thelr
opinions to the Editor, The Taxpayers
Digest, P.O, Box 2508, Portland 3, Ore-
gon, but the publisher and his staff as-
sume 0o responsibility for views ex-
pressed by individual contributors,
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WHY CREATE SLUMS?

by B O HARWOOD
When 2 hurricane or earthquake de-

bility of immediately clearing the wreeck-
age and rebuilding is obvious. But when
a slowly spreading slum has become a
blighted area of major proporiions, the
first step should be to seek the answer
to this question: How does it happen
that this festering sore of a blighted
community exists; or, How are slums
created? Wiien this question has been
answered, not only can the particular
slum probably be removed al minimnm
eost, but alse the development of other
slums can be prevented.

How Do We Create Siums?

In order io clarify what might other.
wise be obscure, we invite readers to as-
sume that they have become the elected
managers of their respective cities. You
are the city manager of Yourtown and
almast dictatorial power during
your term of office.

First, reminding you that this is fan-
tasy, we shall assume that you have the
most evil intentions and that amang
your boon companions is a friendly devil
who is amazingly astute, as devils pre-
sumably are. Below are some discussions
hetween vou and vour devil friend held
during ibhe nighily excursions vou and
he have made around your city in search
of more and better ways of achieving
evil resulfs.

“My friend,” you said, “this is indeed
a beautiful, in fact far too lovely a city.
Since i was rebuilf after the great fire
you kindled so successfully a few years
ago, ii has been reconstrueted with more
and better buildings than we had be-
fore. Can you not think of a more per-
mmanent way of ereating a little hell on
earth than merely burning a eity? True,
the effects of that conflagration were
striking, but you will have to admit that
they haven't lasted very long”

“Indeed,” replied the devil, “l have
been giving the matter serious considera-
tion; I have a plan that will bring 2 more
lasting hell to the midst of cur city.
The effects will noi be apparent all at
onee, but they will be far more devastat-
ing than any fire., Moreover, whereas a
disaster such as fire or flood iends to
cultivaie the bonds of human sympathy
among men, make them considerate and
helpful {o their fellows, my scheme will
divide our fellow citizens in such 2 man-
ner that those in the hell we shall de-
vise will, in the course of time, hecome
virtual savages prepared o fear down
all that our better citizens ezn build. In

have

Y short, we can even breed the new van-

dals that perhaps will in the end destroy

present  eivilizstion i
plan.™

“You make it all seem o easy. What
is this plan?” you asked sagerly.

“Here it 13”7 said the devil, “I shall
deseribe it in one step at a fime so that
you ean reflect on its simplicity and
effectiveness; al} truly great ideas are
essentially simple, vou know.

“We now are in one of the residential
parts of the city, but i is an older sec.
tion that was net burned s few years
ago. The houses sre somewhat crowded,
but they once were accupied by some of
the leading citizens. Do you notice that
an occasional building could stand re-
painting:”
amh?"‘l’es, of course, but what of that?”
you replied.

“Simply this. You arrange witk the
iax assessors to raise the assessment and
therefore the taxes on any building in
the city that is repainted, or remodeled,
or improved in any way. Moreover,
caution them to assess at fuli value, or
more nearly full value, any new build-
ing that is construcied. You know that
the power fo tax is the power to destroy,
or in this instance to inhibit, ¥ this
procedure is followed assidiously, and
your tax rate iz high snough, you soon
will observe the following results:

a. Throughout the older sections of
the eity, buildings will at first not be
painied and maintaiped; then some will
become dilapidated; and virtually none
will be improved or replaced.

b. Into ihis area will move the poorer
families of the eity. They will gravitate
te this locality, not because most of
them prefer to live in a slum, not be-
canse their tagie has beeome so deprav-
ed that they could not snjov life else-
where, at least not at first; they will
come o live in this area because our
elever taxing methed will prevent or at
least limit the remodeling or mew con-
siraction of housing that these families
can afford.

c. Then, given another decade or two,
as children are brought up in these de-
pressing surroundings, our city will first
have increasing proeblems of juvenile de-
linguency; then the former Juvenile de-
linguents will become competent crimi-
nals and racketeers; and everyone can
see that we need only enough of these
individuals te overturn civilization it
self ™

But yeou are not convineed that the
friendly deviVs plan was as excelient
as he suppesed. You asked, “Is thai all
there iz to vour masterpises of evil
calculation? I confess it has some inter

we follow my

Cesting and perhaps efieciive features,

Frpsy

brat iz ihat ali?

“By no means,” frissd devil repiied,
“In addition to taxing all improvements
heavily, vou mus{ redure the laxes on
iand values, especially on land valnes in
the slum areas. As the eriginal buildings
deteriorate - and the neighborkood be-
comes 3 slum, encourage the landlords
to apply for reduclisns in their {axes
Instruet the city assessor to disregard
actuai selling prices of land in the stom
area and assume that the assessed value
of the land should decrease as the build-
ings on it deferiorate. Thus vou will
encourage the slumlords to hold their
properties for speculation on the future
growth of the eity, You will combine
the maximum of discouragement io im-
provement with the minimum of dis
couragemeni {o land speculation Fven
when buildings are condemned and ~las-
ed as firetraps or are in danger of col-
lapsing, they will not be forced to sell
to someone who might build. The cwner,
unless he iz pressed for funds (and Dro-
fessional shumlords usually are not), will
simply wait until the further growih of
the eity makes it practicable for some-
one {o pay a price that wili vieli z
tremendeous profit, How large such osing
may be can be seen by reference to the
prices heing paid today for land held
by slumlords in aress to be re-devel
oped..”

To Expeadite Slum-Making

“l am nearly convinced that you have
a useful scheme that will serve our
evil purposes well,” you szid. “However,
if you really put your mind te if,
couid you think of some improvements
in it; perhaps ways of extending siura
areas more widely or bringing the aniici-
pated resulis more quickly?”

“Well,” replied the devil, “I do know
ef a subtle madification of this scheme
that bas produced gratifying resulis, In
parts of England, the principles ! have
mentioned have been carried to their
legical extension. When a property be-
comes so dilapidated that it is no longer
used, or even when the shumiord simply
chooses not to rent it, taxes are can-
celed altogether. Thus there is nothing
to prevent the speculator from holding
property off the market indefinitely, It
is most encouraging to slumlords not
to have that nagging arnual payment,
however small it might be, My friends
abread tell me that England has some
of the most impressive slums anvwhere
io be found. Vasl areas of London and
the industrial midlands are such hells on
carth that they vput the subierranesn
master of our profession to shame, Think
of i, he is the monarch of all tha: par-
petual fire and brimsiene, yet he con-

(Continued on page 4)
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tContinued from page 3)
trives only u brief sizle ag
soul enfers his dominion, whereas the
tax sysiera and slumierds in England
have developed a hell that lasts for a
mar's whaole lifetime, corrupts his ehiid-
ven, ang damns his earthly hopes. There
is an achievement worthy of emulalion
by all who would foster evil wholeszle
instead of piddling around in the vetail
husiness of tempting individual souls to
their destruetion”

“Then why net try the same scheme
here?” wou asked.

Friend devil replied with some dignity,
“Y think vou know me well enough lo
realize that neither lack of beldness por
any fondness for humankind have impell-
ed me i¢ suggest ne more than I have.
We musi remember that you will be
coming op for reclection in a few years.
Anyihing that the public iz accustomed
t0 is accepted as right and just. Alresdy
your city is applying my scheme in sub-
stantial part; vou reed only tighten wup
a bit here and there, urge the assessors
to seek more vigilantly for all improve-
menis such as modern bathrooms in ox-
isting tenements, etc. If you iniroduce a
completely new idea such as that ap-
plied in England, you might ~ «wounter
resistance, because all new ‘deas are
suspect as you know.”

But you still wers not completely satis-
fied; conseguenily, you questioned fur-
ther: *“Good friend devil, or rather
friend devil (I do not mean te insult
you), I see that you are right and I
begin o understand how it happens that
pearly all cities in the United States
have their steadily growing slums. The
scheme as vou outline it is indeed con-
vineing; but I wonder, do you have any
further proof of ifs soundness thai the
obvious results of experience with it
to date?”

“Yes,” the devil replied, I can
offer the most convincing proof, I
many cities of the world the oppogie of
my scheme has been applied. Al im-
provements in those cities are excmpt
from taxation, and only the land vaiues
are taxed for all communily expendi
tures. The resulis have been as follows:

1. Suchk cities have no sloms worthy
of the name.

% Ewven the poorer citizens have no
difficulty in renting adeguate housing.

% New consiruction is greatly en-
couraged; in fact those cities, in Aus
tralia for example, seem o cnjoy &
never-ending progression of building and
remodeling.

4 Industries come o thoge cities, be-
cause companies are taxed omnly on ‘the
vahie of the land ihey gepupy (this value

anoihet

af ecourse fargely reflects the services
provided by a ¢ity) raiher than on the
plants, eguipment, and subseguent in
crease of those faeiiities,

5. Surprisingly encugh, In many su b
¢ities where the landiords were the only
citizens entitied {o vole on land-valde
taxation, they voied for it. Although
their faxes as ownpers of land were in-
creased, the great benefit to the com-
munity of this method of taxation so in-
creased the demand for land in the com
munity that land values also rese”

“There is the proof thai my scherre
is sound,” the devil insisted. “Apply it
and we get the slum hells we want;
veverse ii, and the slums are eliminated
i a few short vears at no cost o the
community. What more proof do you
need? Just keep the system we now
have and accentvate its most effective
features as I have suggested. Then you
can rest assured that slum hells
keep spreading mere rapidly than re-
development can  remove
them.”

(From Ecenomic News of March, 1961,
published by the Arerican Institute
for Economic Hesearch, Great Barriig-
ton, Mass.)

BOOKS . ..

Pricing Power and Public Interest, by
Dr. Gardiner C. Means (Harper & Bros.,
New York, 359 pp., $7.50).

Dr. Means, who has a long and dis-
tinguished career as an economist, and
is one of the best informed men on the
steel price situation, tackles the most
vexing problem on the American eco-
pomic scene with a frontal atfack: The
big corporations are here to stay, no
good can come from fractionizing them,
or to subject them to Government con-
trol—with reasons fully stated—but
sinee they have outgrown any possible
lpcal significance, they come in for a
healthy social-economie criticism.

Steel prices, according to the author,
have increased 35% during the last
decade, threefourths of which increase
was due to “widening prefit marging”
and onefourth doe to wage increases.
(Note by the reviewer: this last siate-
ment has been steadfastly ignored by
both Henry Hazlitt of Newsweek, and
David Lawrence of U8 News & World
Report.) The break-even rate of opera-
tion is an ineomparable 30% of capaeity
(11,8, Steel),

Against the system of “larget prie
ing” prevailing in Big Steel, and man-
agement incentives oifered in the form
of bonuses according to profits, and
stock options made more aftractive
through reinvestment of surplus, Dr,
Means proposes o drastically change

programs

conditions in such s way thai greater
manzgement incentive will - be derived
instesd from “economic performance,”
meaning: targetoperation al 3 high per-
coentage of capacily — pousibly 80% —
which would counteract the tendency to
gverinvest, and increasing productivity
with resultant lower prices {o ConsuUmers.

Combining ideaily an extensive exper-
ience in corperaie organization znd a
fegal turn of mind, Dr. Means suggests
the underpinning of an Economic Per.
formance Act, with the inhibiting fea-
ture of an excess profits tax fo be ap-
plied tc those corporations who might
want to choese to siay outside of such
an arrangement.

One might be led to sav that the
proposat is a bold approach, as cer
tainly anvthing that is not in harmony
with the ideas of Roger “l-am-an-iron--
puddier” Blough on how to rum his cor-
poration could be fermed “kamikaze.”

Bal even Dy, Means’ hold suggestion,
it must be said, falls short of the mark,
as does Walter Reuther’s proposal to
put a new law on the books that would
reguire public notice in advance by
any large company wishing fo increase
its listed prices, and a fact-finding eom-
mission set-up to approve or disapprove
the inerease, but without legal power
to enforee its finding,

According to our own uninhibiied lay
opinion, neither approach seems to go
far enough. Let it be emphasized, how-
evey, that we alse do not faver irage
mentation of big industry, provided if
is Tun efficiently, nor governmental con-
trol of prices. In this respect we find
ourselves on Dr. Means' side.

But what neither Dr. Means has real
ized, nor Walter Reuther apparently has
seen, nor, Tor that matter, hardly any
one of the modern economists admits,
the rezl root of the trouble lies in the
monopoly of land and our so-called non.
reproductible resourees. Price rises
aceur constantly in iron and steel, in
timber, oil, urban sites, farming land,
ete., in short, in all of our natural
material resources. If the profit were
taken out of the speculative ad-
vance of all these price rises by a sens-
ible form of taxation, or call it if yeu
want, governmeni ecollection of land
and resources reni, the inflationary pres-
sure on prices with the resuliing stagna-
tion of the market, which iz unable to
ahsorb these consiant price inecreases,
would cease,

The price of Dr. Meang' book seems
in itself a siark example of an adminis-
tered pricel However, we recommend the
book be studied not only by all junior
amateur eeonomisis but by any serious
student of the pricing situation, —E.8.H.



