BEWARE OF VAT

The VAT (Value Added Tax) which
is under consideration by the Federal
Govermment is -~ B A D |

oitondh

HUMAN EVENTS has this to say about
1T

"The supposed main purpose is to
relieve the overburdened homeowner
by elimivating that portion of his
residential property tax that goes
for public schools. The states, thre
ocugh  federal subsidiez raised via
VAT, will then be gncouraged to0 ase
sume virtually all the respensibility
for Tinancing the public elementary
and secondary schools,

“Under the plan outlined by HEW
secretary Elliot Richardson, the rate
QL the tax would be about 38 per cent.

The Value added taw is levied at each

stage of production and distribution,.
Trom raw materials to the final re-
tall sale. ‘The vield from this riew
bonanza: about $18 billion arnually,

"Of the $18 billion raised, the fede
eral goverrnment would then channel
back to the states the remaining $12
to $13 billion for the support  of
public schools. The $5 to $6 billion
left over would then be used *o under -
write a system of personal income tax
credits and cash rebates, thereby off
setting the "regreszivel nature of the
fax. That is, those in the verv low-
indome brackets are axpected to ro-
cleve from Washington approximately
the full amount paid in value added
taxes, while the rebates and credits
would diminish as one's income rises,
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"In brief, the privileged poor =
those who will unquestionably gqualify
for the government's guaranteed ane
nual income as welle-will be the only
people, at least initially,who won't
get nicked by the new tax.

"The government’'s pitchmen are fun-
damentally promoting VAT as a wWay to
ease the burden of the taxpayer. The
property owner, rich or poor, will
be relieved of paying local school
taxes. Of those making $20,000 a
vear or less, some will not only be-
nefit from residential tax reductions,
but all will receive rebates or tax
credits geared to VAT.

"Thus VAT promoters are almost ef-
fervescent in arguing their case.But
the truth is thdt the enactment of
VAT will not provide a tax breslk for
anyone. . For it is clear that, over
all, the average American - property

owner or not - will continue *to pay
ever higher taxes so long as  the
federal, state and local governments

refuse to lower expenditures. Though
property owners may be temporarilly
relieved of paying school tawxes under
VAT, the legislatures and Congress
will certainly find other wavs to
squeeze additional dollars from them.

"Moreover it is quite possible - ine
deed, it is probable-that even the
property tax will again begin to rise
once VAT is on the books, Under the
Administration proposal, local Prop-
erty taxes on both residential and

nenresidential property used to U
perit the operating costs of elemente
ary and secondary
eliminated

education must be

in order for a state to
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of the children., Not only would the
children then have the opportunity to
develop their capicities properiyv,but
the cost weuld be far less than now.

In the meantime, however, with ade
ucation as the excuse, an assult has
been made on the property tax. Some
apparently think this is a good thing
for it may cause people to examine
the property tax oritically. After
all, part of the property tax is not
only unwise and unjust, 1t is stupid.

That is, the tawing of the value of
improvements. This should be abol-
ished. This would mean not only that
graater and better improvements would
be made, but wiser use of the land.
But the part of the tax which should
not be touched is that which is on
the value of the land. If anvthing,
in most cases, it should be raised.
It should be raised to the point
where the full economic rent for the
loan of land is paid to the local’
commuanity.

If,in the ensuing debatefit should
develop that this would occur, then

education would have served as the
spur for a great achievement. How-
aver, the danger is great that the

very opposite will cgecur.

ALl manner of proposals are being

macde to replace the local property:
tax. In New Jersey, the proposed
$1.5 billion tax package is supposed

to result in an aversge ong-third re-
duction of local property taxes.

That's the bailt put before the Jersey
homeowners o invite their support.

And what is the price to Dbe paid”

Waell, the tax package dincludes a

graduated state income tax, plus a

state-wide property Tax with a rate

of $1. for each §100. of assessed

true valuation.

It isn't bad enough that New Jersey
has a sales tax and a lottery, but
the taxpayers are to be saddled with
an rncome tax., And as for the state-
wide property tax administered by the
state, that is precisely the wrong
thing to do. In assessing land, it
should be done by the local community
for then it is more under the control
wf the people. The further the as-
sessing units are away from the people
the less control they have, and the
result will be more inequities and
abuses, .

local cone-
rampant,

It is bad enough under
trel. Land speculation is
heliped in no small neasure by in-
equities in land assessments. Time
after time, one reads of corrvuption
and inegquities in assessing land.But
what happens locally is nething com-
pared fo what will ococur when the
State controls assessing.

Bven if there is no corruption, the
vary fact that the rate of assessing
real property is supposed to decline

from an average of 53,28 per 3100 of
assessed value o 51.00, means that
real property would increase in value.
Land would become that much more ex-
pensive precisely because the tawes
on its wvalue would be so much less.
No doubt, this appeals to honeowners—-
it certainly does to land speculators
--but 1t means that a smaller numbex
of private homes would be bullt, With
land so expensive, 1t would only pay
te build muliti-storied budldings, so
more of the people would be living
like rabbits in warrens. This does

not take into consideration other im-

provements to land as factorvies, etg.
which would tend to be more cheaply
constructed as the price of land would
be 0 high,there would not bhe adegquate
funds for proper construction,

But, of course, there is no assurance
that local property taxes will be re-
duced to anything like the amount as-
sumed. It's an old saw that once a
tax is levied, it endureth forever.In
the depression,New York City levied a
temporary sales ltax to help the needy,
of about 1%. Now, almost 40 vears la-

ter this temporary tax is 7%! JIt's as
temporary as death is. .
What will probably happen will be

that the statewlde property tax will
he levied on top of the local property
tax. Oh, for a while it mav be that
the local one will be reduced, but
sooner or later it will go up. The
danger is that land values will tend
to be undertaxed, giving rise to the
increase in the price of land causing
some of the problems mentioned pre-
vicusly.

Will the tax package be adopted in
Mew Jersey? Probably, for no doubt it
will have the support of such interests
as labor and homeowners,not to mention
real estate speculators. The honeowner
cannot help seeing a decrease in  his
real estate  taxes with a concomitant
rise in the value of his home. Labor
will favor the ilncome tax,and the gam-
blers in land values will favor the re-
duced taxes on land values.

MNew Jersey is definitely on the wrong
road. Only a few vears dgo,it was one
of the few stateés without a sales o
income tax. Now, it is going all cut
to catch up with a vengence. And much
of this is done on the excuse that it
will help increase thé educational op-
portunities availabile. What crimes are
committed in the name of educationt

OBCAR B, JOHANNSEN

Indians {American on reservations)
get land free, they pay neither prin-
cipal, interest, nor rent for land.
Thaey sign no mortgages. Money cannot
be horrowed on land they don't indivie
dually own., %o they can®t loose thelr
homes, their farms, throug foreclosure.

All of them have Jjobs « always will
have: for rfree land alwavs offers worlk.
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