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OPEN LETTER TO

Dear Congressman,
Concerning our Economy and Upemployment

This leifer is not intended as a personal criticism in
any way. I am quite aware of the immensity of the problems
facing our congressmien in Washington, D. C, such as the
perrsistent high rate of unemployment, dangers of inflation
with full empioyment, social-economic problems ¢ onneeted
with automation, mapnagement of money and of the public
debt, gold reserves and the balance of paymenis, medical
care for the aged, and yet many others,

1 also realize thai jhe various congressional committees
make fullest use of the possibility to call on highly esteemed
and competent men who as experfs in their field testify
as to their findings and views. The gquestions which our sen-
ators and representatives ask of these experts show consist-
ently the deep concern with our problems as well as bear
witness to their prolific experience in the many and varied
fields of government and the economy,

in perusing the various publications issued by these
congressional commiftees and subcommitiees, there is, how-
ever, one baffling question which forces itself on my mind,
and 1 have no doubt thai there are many other persons with
a similar experience,

Why have cur economisis and experts, be they consult-
ants to manufaeturing or trade organizations, or those plead-
ing for the cause of labor, or even those we may call un-
attached and impartial scientists and eduocators from our
universities or private research imstitutes, why, 1 ask, have
they, one and all, consistently refused to consider, over-
locked, or even perhaps intentionally left unsaid what appears
on closer inspection and study one of the basic problems and
difficulties of ali Western economies?

The reference is, of course, to the problem “Land”
this term {aken in the comprehensive meaning used in pol-
itica) economy—its distribution or allocation, its valwe, price,
tax rate, usufruct, economic reni, ete. Ti appears clearly io
be at the base of many of our vexing problems.

So many instances of involvement ean be cited thai one
is in immediate danger of being called a simpleton or fotal-
lv ignorant guack for advancing one gingle proposal which—
if not final solufions, at least would bring about a substan-
tial reduction in the size of the multitude of our difficulties
by attention te the basic problem “Land.”

If Land I8 the basic problem, then the repetitiousness in
suggesting a solution i1s no valid refutation. Are medical
doctors ecalled quacks because they found that varjed al
ments can be cured with penicillin?

Unemployment

In focusing attention on different facets of our economy
in our aitempt to discover what conneciion Land has with'
their adverse behavior, let us first look at unemployment.
From my own siate of Oregon I can cite a perfectly obvious
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example: timber. The government timber auctions are, though
somewhat sketchily, reported in our daily papers. Even on
only cursory inspection of these data ome is struck with the
persistent overbidding by large and small operaters of the
government appraised values-—as long as business is con-
sidered goud and the market judged able and willing to
absorb the price increases. This observation is substantiated
by figures given for the four guarters of 1960 hy the U. S.
Forest Service in a letter dated February 1, 1961, addressed
to My, 0. O. Puhn, president of the Industrial Forestry As-
socialion.

The stumpage prices are in this way specwlatively ad-
vanced to a point where the economy is neither willing nor
able {o absorDd the increased costs, and consumer buying will
iag.
Small operators entirely dependent on public sources
of raw material, have to fold up. THEY are priced out of the
market, in part by their own high bidding. Large operators
nsually can fail back on their own resources which may have
been acquired at favorable turns of the market, and espec-
ially on those which are mmore accessible and less costly to
harvest and to transport to the market. These operators can
therefore take a price cut if necessary and stay in business
even with a reduction in volume.

May I state here emphatically that I do not raise an
aceusing finger at the timber industry in particular, but
merely peint out the inadeguacies in our ecopomic system
in general.

Through timber prices, the housing construction indus-
try is directly affected. Increasing Iumber costs act as a
damper on this important industry. Bui this industry is sl
boset by an additional aggravating woe, and that is the
constantly increasing price for the huilding site. Experts have
estimated the percenfage distribution of cost between land
and construefion to have been 10% fe 12% ien years 2go,
and to be at present 16% to 18% of the total cost. Through
this cost push-up the housing indusiry as ope of the key
industries is thrown into the doidrums, again with resultant
serious unemployment in many of the connected fields,

With similar and often simultanecusly occurring price
increases for iren ore (which, however, showg up more in
the prices for iron and steel producis—see Dr. Gardiner
. Means: “Pricing Power and the Public Interest”), oil
reserves, agriculfural land, urban sites, and practically all
other natural material resources, ithe lag in buying becomes
a cumulative brake on manufacture and trade with wide-
spread unemployment,

Inflation

With what has here been said about speculative price
inereases for our natural matevial resources, I have already
ouched upon the other facei: inflation. Of course, inflation

(Conicinued on page 2, column 1}
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{Continued from page

canmnot be incurred easily without the it evenls
taking place in the money and credit su iopdy. But with the
credit systern under commercigl banking it can

be shown that the moeney supply follows the increased demand
for credit caused by higher prices for resources.

Fn saying this, I de nol intend to imply 2 rejection of
the prineciple of commercial banking if i is heid to a sound
basis. In this conneciion the eolloguy between Senator Doug-
lag apd Mr. FL Christian Sonne on pp. 404405 of the Review
of the Report of the Commission on Money and Credii (pub-
lished by the Joini Economic Commiftee, August i4-18, 1961
is entirely relevant and very interesting. (%)

On the aspect of wages as returns io labor generally
this comment may be in place here: If we assume an “instant-
aneously fixed” amount of proceeds from our total prodie-
tion, i. e., GNP, to be divided between the faciors of pro-
duetion, it would follow from the premise that prices for
land and resources are steadily increasing, that the other
factors beside land and resources would be under pressure
io take a cut, However, wages are noioriously rigid in their
downward trend, and therefere there develops a tremerdous
stress between the share going to land and that going s
labor. The returns to finance capital in the form of interest
are so intertwined with the return to land (e, rent) that
with the customarily high return to land, finance capital
dees not usually suffer in this manner,

As a eorollary i the indicated inflationary tendencies
resulting from the speculative advance of prices for our so-
ealled non-reproducible asgets must be mentioned the high
cost of highway censtruction. The enormous road building
program undertaken by our government has brought with
it a steadily inereasing cost of land fo be used for rightof-
way. With this statement I do nef even touch upon the
increased cost resulting from the many illegal and unethical
activities by 2 number of our fellow citizens as was brought
to light in congressional investigations before the Special Sub-
commities on the Federai-Aid Highway Program of ithe Com-

mittee on Poblic Works. Yet this writer had hoped that long
before now this Special Subcommittee would have dealt with
the problem of increased cost due to the rising price of land.
The enormous windfall {¢ some must be made up through
additional taxes or burdens by all contributors to Federal

and/or local govermmeni revenue.
Land Speculation

This brings us further o the pernicious problem of spee-
ulation in land znd rescurces. Even if gambling by individ-
uals were considered of no concern to the government, the
situation as far as land speculation is concerned, presents
itself largely as a gambling chance for gains fhe money for
which having t¢ be put up by ALL members of the com-
munity. I personally do not wish to engage in this kind of
gambling, yet the gains—SOMEONE is ALWAYS gaining
in land speculation even though some mav occasionally lose
THEIR stake—the gains have to be paid for with my invel-
untary contribution and without compensating refurns or even
a fair chance at winning a siake.

Another sericus consequence of land speculation is faulty
allocation of land and resources, thus increasing the entrapnce
difficulties for small and beginmipg businesses, as well as
hringing ahout grossly unequal spportunities,

Even the guestion of subsidies to farmers cannot be fully
evaluated without taking notice of the land prices, since all
agrienltural subsidies are eventually capitalized into the sell-
ing price of the land, so thai owners as owners, and not ihe
operators are the fioal beneficiaries of the subsidies.

And as a further aside it may be noted that the meagre
erop yvields by so.called subsistance farming in underdeveloped
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cuitural Iand by sale cannot be considered 3 good
solation, because either government regtrietions must be put

on the sive of the ha!dmgs by individuals with resuliing en-
foreement problems against atiempts to circumvent soch reg-
wiztions, or such resirictive laws become impractical where
large units are wmore cconomieal to operale, such as sugar
planiations, efe. Witheut restrictions, the natural course of
events would soon eause the land fo be concemtrated again
in a few hands,

Taxation

With this we come to taxation which in our days, and
perhaps since Adam, is beset with the maost controversial
notions, However, it seems more or less established today
that taxes on income are confiscatory, while faxes on proper-
iy, especially on non-dincome producing property such as resi-
dential dwellings, are punitive—penalizing the indusiricus.
One of the pernicious resulis of the latter form of taxation
is the sppearance of shum areas in our cities. Proper upkeep
and maintenance of homes and businesses are punished by
raized taxes. S‘ums are thus ACTUALLY created faster than
yrhan venewal schemes can eradieate them, The tax leniency
shown to slum landlords on their land is oniy aggravating
a serigus situation.

from this it is clear that the fight against city slums
can he rconducied without expensive and socially upseiting
gsehemes and without creating another government bureauv-
cracy, the planned Department of Urban Renewal and De-
ve_opment, by simply faxing away the high profils of slum
jandiords which in many cases are greater than the legitimale
profits made by eontractors. (See the Luce publication “House
& Home”, issue of August 1860

Taxes on land values must be based on the pripciple that
such vaiues arve basically due to the expendifures on govern-
ment services: police protection, paved roads, water mains,
sewer itrunks, sireet lighting, schools, parks, libraries, etc.
Sound economic reasening will promptly find that the proper
judgement here requires the faxing away of the entire eco-
nomic reni. As to the legalily of the community collecting
tiis publicly created value, see ruling by Supreme Ceourt
Chief Justice Marshall in the Providence Bank Case, 4. Pel
514, 560.

Responsible advisors {see the report on money and credii)
have strongly suggested thai market pewer should be curhed,
i wonld suggest that taxing away the increment in land and
resource vaites wouid bhe the most effective curb. Others
(Prof. Walter W. Heller) have suggested io apply a sliding
iax scale in conformity with business activity, lower in de-
pressions, higher in boom times. I would again suggest fhat
iand vaiues are the best and almoest automatieally adjusted
fulerum to use for the fax lever, as these values will rise
with brisk business activities and fall with reecessions,

Canital Accumulation

Now after stating ail this, I am ready to admit al once
that in the pasi, large accumulations of finance eapiial accerued
to iandowners have served to supply the U. 8. economy with
large and ready amounts of purchasing power to invest in
the produetive facilities of the country. Today, these profits
from the so-calied administered {ie monopoly) price struct-
ures are more ofien than not used {o over-invest, and incident-
ally, thelr accumulstion and ve-investment by corporations
is o form of saving FORCED upon the community (ses Robin-
son, Morien and Calderwood, “An Introduction {o FEconomic
Beasoning”).

with land and resources nemé, c-rowded by a steadily
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copsumption, | > ! : for eapital formstion @
foynd, sclutlons which are not only more effeciive bul which
also are on higher morsl grousd, or we zhall Increasingly
see {he saying come frue: homo homini lepus lupo Gran does
io men what a wolf will do o wolves).

Emergency Measures Ineffectual

The various proposals by our governmeni io alleviale
serioug economic situations, especially in regard to unemploy-
ment, must, with the foregeing firmly in mind, appear enfirely
inadequate for the reason that the basic problem Land is
not touched by any of the stop-gap measurss, As in the case
of agricultural subsidies aiready mentioned, it cap be shown
that mosi gevernment emergency expenditures have ondy
the effect to mainisin the high price of land and resources.
bocause all subsidies are eventually ecapifalized inte the
price of land and resources. This is true for unemployment
compensafion as well as for pil depletion allowances efe,
because no basic change in the cause of cur economic {roubles
i brought aboui by them.

Social Aspects of Land

The solution to the problem “Land” which is suggested
here, has also a bearing on another guite serious aspect of
our spcial condition. H we can implement the precept thai
our land and its resources belong to all citizens alike, by
simply asking those that want fo use them, ¢ pay to the
community the equivalent of the benefit received, then afi
citizens can again have the eertain conviction that the soil
they are asked to defend In times of erisis is truly their own
as common property. And by ail agreeing {o turn their equal
share of the receipis over to the government for the defray-
ing of its expenses, each is contributing an EQUAL share
for its support. Can any tax hase be more equal or more
universal?

By reapportioning these faxes to the States on a per
capita basis, each State would receive ifs just dues.

The chance of our soldiers then, if any of them may
have the misfortune te fall into the hands of comimunistic
enemies, be brainwashed by them wonld be remote in the
extreme, because they would be zble io proudly say that
they are acknowledged co-owners of the land they defend,
We then would have no problem with our General Walkers,
because each soldier would be such a man without the peed
of lecturing to him,

The Alm

The Taxpayers Digest is endeavoring to give this matter
of land value taxation the greatest possible educaiional pub-
ficity. The results which I confidently expect ave twofold:

ater pumnher
uck by speculs-

tion in land and resources in a perfectly legal, though npot
i 2 morsl way, and thug bring this whele situstion fo a

fasier breaking head,

And secondly, fo arsuse the conscience and the will of
many other members of the community so they will apply
the pressure of public opinion on our legislative bodies to
make the long overdue change in basic fax thinking.

The Big Question

1 now repeal here the guestion as 1 gstated i in the
beginning of this letter:

Why bave sur economists and experis, be they consuliants
to manufaeturing or trade organizations, or those pleading
for the cause of lzbor. or even those we may call unatiached
and impartial scientists and educators from our universities
and privaie research institutes, why, I ask, have they, one
and all, persistently refused to consider, overlocked, or even
perhaps intentionally left unsaid what appears on closer
inspection and study one of the basie problems and dificul-
ties of all Western economies?

Respectfully,
ERICK S. HANSCH

* Tha following colloguy took place in the commitiee hearing:
#Mr. Sopne: When we siarted the Federal Reserve .Bank, the
underlying idea was that under each banknofe and under each
deposit which the bank gave there should be loans that either
had goods and services behind them or had in industry the ex-
pectation of having goods and services within 3 to 6 months . .

I wonld say that no commercial bank should be permitted
to use itz deposits and go out and give a 5 or 7-yvear-loan
against an indusirial building, because that money ocught {o
come from the savings bank. Here we fool ourselves. We think
we have goods and services behind our dollar and have not.
Senator Douglas: In other words, you would say there should
he a sharp distinetion between commercial banking and in-

Mvr. Sonne: Yes. That is what savings are for.

Senator Dowglas: And that invesiment banking should be fi-
naneced by savings?

M. Sonne: Yes, sir.

Senator Douglas: Withdrawn from current income?

Mir. Sonne: That ig right,

GOVERNOR LAWRENCE OF PENN. ENDORSES GRADED TAX

Page 3

I am happy to provide the fellowing
information on ihe Pittshurgh Graded
Tax Law. These observations come from
my dual rele as a life Jong citizen of
Pittsburgh and as a former mayoer. As
vou know, the law was made possible by
the State Legislature back in 1913 and
1 am satisfied that since then it has
proven to be a success.

The city tax rates for the year 1958
are $37.00 per $1,000 valuation on land
and $18.50 per $1,000 on buildings. Un-
der this law the City Council sach year
must fix a building tax rate just half
that which is levied on land. It has been
on this ratio since 192D,

There is no doubt in my mind that
the Graded Tax Law has been a good
thing for Pitisburgh. It has discouraged
the holding of vacant land for specula-
tion and provides an incentive for build-
ing improvements. In the distribution of
the tax burden it is particularly benefi-
cial to the home owners.

Pittsburgh is now in the midst of a
very extensive urban redevelopment pro-
gram, and it is 2 matter of record that
the owners of many of the fine office
huildings, hotels, apartments and indus-
trisl plants that have been built in re-
cent vears are paying substantially lower
taxes than they otherwise would pay be-
cause of the Pittsburgh tax plan which

enconrages all private improvements on
real estate by the lower {ax rate on
butldings,

The law is generally accepled in the
communtly and there is no  significant
support for its repeal or modification;
in fact many citizens believe that i
shouid be extended and in 1951 the
Pennsylvania Legislature enacted legis-
lation giving our forty-seven third class
cities the opiion to adopt similar Grad-
ed Tax measures if the city council saw
fit to do so.

Governoy, Commonwealth

of Pennsylvania
tSignedy David L. Lawrenece,
Harrishurg, Pa., Sepiember &, 1559
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in our perusal of publications issued
by Congrescional Commitices in Wash-
ington, D ., we came across 3 curious
hit of information that we thought we'd
ghare with our rcaders for the noveliy
of it. M concerns sutomation, whieh is
perhaps allright when it invelves the fac-
tory and iis workers. But, . . . well, first,
let ns give you a lttle of the back-
ground

Small banks which cannot afford to
buy and install expensive modern hook-
keeping and accouniing machinery by
themselves, want to hand together inio
bank servies corporations, with indivi-
dunal member banks contributing to the
expense of acguiring such assels, 3o
far so good. Bul now, a proposed law
which is to extend Federal bank super-
vision to these service corporations, also
contains the provision that such bank
sarvice corporations may take on up to
5% of their time in nop-bank business.

The Taxpavers Digest iz published bi-
monthly by Taxpavers Publications, Inc.,
a non-profit organization devoted io pub-
lishing tax news in the interest of the
general taxpaver.

The Taxpayers Digest actively sup-
ports groups interested in problems of
taxation and izx savings and provides &
means by which such organizations may
reach the general public, It holds that
homes used as homesteads by the owners
whose vearly income is less than $3,000
should be iax exempt and That faxes
should be placed where they will hurt
the economy the least and from where
they cannoi be shifted.

Subscripiion rates: 20 cenis per issue;
$L.00 per year.

Advertising rates: $2.50 per column
inch; write for terms for mails or engrav-
ings supplied by the adveriiser, or for
prices of larger-size ads and consecntive
snnual inseriion ferms.

Harvey Akeson, publisher; H. James
Hotaling, editor; James H, Schoppe, con-
suliing editor: Erick §. Hansch, business
manager; Larry Melaughlin, circulation
manager; William M. Gwin, illugtrator.

Readers are invited to send their
apinions te the Edior, The Taxpayers
Bigest, P00, Box 2508 Portland 3, Ore
gon, but the publisher and his staff as-
sume no responsibility for wiews ex-
pressed by individual eontribuiors.

soratioh

stoek-

work done by fhe § :
of which the bank lizelf & a
holding member. And bhers iz whare
vie  MNational  Seeiety  of  Pubiiec
Aceouniants becomes arcused bn the in
terest of their over 10,000 independent
members, with My, Martin J. Kauwfman,
28 & representafive of the society, testi-
fying before the Commilise on Bank
ing and Currency of the U, 5 Senate on
August 30, 1962, briefly as follows:
“The prevision of the proposed law
(H. R. 8874) would allow these bank ser-
vice corporations te perform the fanc-
tions of hookkeeping and accounting
and other services thal are in the fleld
of public acecuniing, which would result
in a possible deterrent o the practice
of pubiie accounting and also would ere-
ate a field of competition for the public
aceountant. T think that we would not ba
adverse to this hill, if section 4 were

amended.”

& G

The amendment of seciicn 4, as pic
posed by the accountants, read as fok-
lows:

“¥o bank service corporation may en-
gage in any revenue-producing activity
other than the performance of bank ser-
vices for banks.”

1 ajl depends on whose ox is
gored.

While on the subect of antomation,
we recall another interesting item
which we saw in a hearing report on the
subject of antomation itself. One witness

being

iestified that he knew of at least one .

case {in a British labor union) where &
premium or lonesome-pay was asked in
coptract negotiations for workers whe
were stationed In automsated factovies
where thev would have ng, or very re-
strieted social contaects with fellow work-
ers during their workshifts, From which
one might be inclined to say that aoto-
mation is not only an economic prob-
fems, but also a sociological ohe.

e July 19821

{p. 813 had &
Yow 1o Stop 4 t
that beesuse of Pitishurgh's graded tax,
“pittsbursh is the example of an Ameri-
iean city that has revitalized itself, espe-
ciatly downtown.” More and more pews-
paper and magazine articles are dealing
with the subject of untaxing buildings
and improvements and shifting the tax
io land values, and more and more pub-
lie officials, inelading plannmers and re-
development people, are beginuing to
study it

EREE MOVES AHEAD

In November, 1961, the Frie, Pa., Jun-
ior Chamber of Commerce endorsed land
value faxation fer Erie, and the story
made news in many parts of the couniry,
H was the first Jayeee chapter to take
up this important subject. Fellowing the
JC endorsement, a group of local busi-
nessmen organized and called themaelves
the Erie Land Tax Association, So far
they have put on three iax seminars,
made more than g dozen talks, gained
much local publicily and new members,
and made an appearance before a na-
tional eonference in Pitfsburgh. Now
ELTA is planning a campaign fo  per-
suade the Erie city eouncil te adopt land
value taxation as a method of lelping
Erie's economy. It wili be launched in
the fall with publication of a new bro-
chure. The ELTA address is 1112 Peach
8t., Erte, Pa.

McKEESPORT, CORRY
INTERESTED

Businessmen and public officials in
Corry, Pa., recently organized a group to
study land value taxation for Corry, buf
have not yet given themselves a pame.
One speaker who received major pubiic-
ity in the Corry paper for a talk on land
value taxation is RBill Walker .§ Erig,
secretary of ELTA, McKeesport Jay-
cees, because of the actien of the Erie
Jaycees in endorsing land value taxa-
tion,have decided to study the matfer.

TAXPAYERS DIGEST
7.0, Box 2506, Portiand 3, Oregon




