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THE FIRST LEG OF THE SINGLE
TAX TRIPOS

Tae SocIAL ORIGIN OF GROUND RNt

CROUND RENT, WliaT LAND 15 WORTH ANNTD-
ALLY FOB USE, I8 A CRBATION OF THE COM-
MUNITY, A SOCIAL PRONVUCT-—ALL LOCAL TAXES
ARE SPENT TPON THOSHE THINGS WEHICI MAEE
AND MATNTAIN CGROUND RENT.

I Definition of Ground Hent

(1} (round rent is what land is worth for
nse — economic rent. ’

(2) Stricily speaking, the “worth for ase™
attaches not to the land itseif, but to scoves of
things exterior to the Tand and through it
available for use, so that the following is a
fuller description :

Gress grownd reny— economic rent—the
annual site vaine of land — what land is
worth anpually for use— what the land does
or wonld command for use per annmm if of-
fored in open market — the annual valua of
the exclosive use and control of a given area
of land, invoiving the enjoyment of those
“ yights amd privileges thereto pertaining 7
which are stipnlated in svery title deed, snd
which, enumerated specifieally, are as fol-
lows: right apd sase of access to water,
health inspection, sewerage, fire nrotection,
police, schools,  libraries, museams, parks,
playgrounds, steam and alecirie railway sorv-




ice, gas and electric lighting, telegraph and
telaphone service, subways, ferries, chorches,
public schools, private schools, colteges, uni-
versities, public bujldings — utilities which Jde-
pend for their efficiency anid economy ou the
character of the governmsant; which collectively
constitute the economic and social advantages
of the land independent of any aquality or con-
tont of the groand or land itself, and which are
die to the presence and activity of popnlation,
and are inseparable thersfrom, incInding ihe
henefit of proximity to, and command of,
facilities for commetee and communication
with the world —an artificial value created
primarily through publie expenditure of laxes.
Fgr the sake of brevity, the substance of thig
definition may be conveniently expressed as
the valne of * proximity.” Tt is ordinarily
mensured by ioterest on investment plus faxes,

13— The Nature of Ground Rent

As defined by Mr. Shearman, ground reat
ig, im its nature, *a tribute which natural
laws ievy upen every occupant of land as the
market price of all the secial as well as patu-
ral adyantages appertaining to that land, in-
cluding necessarily Dbis just share of the eout
of povermment” It iz found aperative in
eyery civilized coundry. aatomatically collect-
ing ©from every citisen an amount almost
exactiy proporticnate to the fair and full mar-
ket value of the benefits which he derives from
the governmeni under which he lives and the
society which surrounds him.” Itis a iribuate,
“a tax, just, squael, full, fair, paid for foli
vlue received.” “It iy pet merely a tax
which jnstice allows; It iz one which justice
demands. It iz not merely one which ought
to be collected; it is one whick infallibly will
he and i collecied, If is not merely ope
which the State ought to see collected: it is
one which. in the long run, the State cannot
prevent being colected. . . . Beldom has there
been a more beautiful illustration of the wise
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yet relentless working of natural law than in
the proved impossibility of justly collecting
any tax other than upon ground reut. It
shows that nature makes it impossible to exe-
cuts justly s statute which is in itz naturs
anjust.” This definition of Mr, Shearman’s is
offered as one difficult to be improved or con-
depsed. -

Such, it may bhe added, is the nafure of
rent — grountd rent — that all the pablic and
private improvements af a community to-day
ave reflecied in the Iand values of that com-
munity. Not only this, but the value aof all
ihose ideal public improvements conceived of
as being possible under Utopian conditions
would be¢ similarly ahsorbed, as it were, In
the groumd, would be reflected in its site value.
&tand before a biz muror and you will see
your image perfectly reflected before you. 1if
yon are i man scantily, shablily clad, 20 is the
image in the glass, The addition of rich and
costly attire is imaged in the glass. Toad
vonrself with jewels and il vour hands with
gold: in the mirror, true to natuie, is the
image and likepmess of them all. NWei moreg
perfectly, nor move literally, iy your image re-
flected in the mireor than are pablic improves
ments reflecied in the value of the tand,

{me peealiarity in the nature of ground rent
to which we urge your attention is the sulitle
relation existing between this natural ineoms
and the sartificial ontgo of the public taxes-—
a relation not uamlike that of cause and efiect,
by which the wise expenditurs of the tax con-.
tributes, in o manner especially direct, to the
element of ground rent.

Simple iliustrations may help to open the
mind to a consideration of whatever may seem
novel’ or strange in the re-statement of
a familiar truth. ¥or instance: The cook
turns the crank of her coffee mill; the whole
coffee that was in the hopper comes out
ground eoffee, bat it is coffee just the same.
The Minneapolis milier lets on the water that




turng the erank of his flour mill; the wheat
that goes into the hopper comes out oy,
wheat in @& more sobile forme, The people
turn the crank of 2 gireat tax miil; the taxes
that go inte the hopper come ont groamd rent,
o tax quality lost, no rent ingredient addad.

Or again: The myriad springs and rivulets
of ihe great Mississippi are continuously de-
tivering themsely in pne great river to the
sen. Suppose that some day you should read
tn the weather Dbulletin that natwree had de-
cided fo sospend the regular return of these
waters in clouds and rain and dew to their
point of departure. How long would it be
before the Mississippl Valley would be as
parched and dry as the Desert of Saharn, or
the North ¥md of the city of Boston, or the
Hast Side of the city of New YorkY

Or, more pertinent still, because more vital:
The copstant round of taxes and ground rent
is the blowd rcirculation of the body politie.

When the heart throws cut the life blood’

through the arteries, if 1hat blood does not re-
turn threugh the veins, the patient dies —not
of heart failare, hot from loss of Dblood.
When ihe pablic heart charges the avteries of
the land with grourd rvent, if that ground rent
does not teturn, the hody politic is prosteated
or enervated by loss of blood. The body poli-
tie to-day, like a2 man with a ravenouns appe-
tite, ig cleaning its plate of all the millions a
year that it can earn, and morigaging the
future for nearly as nuch more, always eat-
ing, yei alwagys hungry, and simply because
the best part of its millions of dellars’ worth
of nrterial iife blood, instead of coming back
to the public heart, ebbs rapidiy away through
severed Llood vessels in the private appropria-
tion of groymd rent.

These illusirations of the miscarriage of a

beneficent provision seem to hint strongly at

the true theory of ground rent, as waiting o

be patorally developed under a natural Iaw

and as a nataral social product, :
4

IIL— The Operation of Ground Rexnt
Critical eopsideration is dnvited fo M.
Shearman’s statement that the operation of
ground rent is to exyact from every user of
land the naiural tribate which he onght to pay
in returs for the perpetual public and social
advantages secured to him by his location, @
part of which natural tribute now goes to the
State in the form of a tax, and the remainder
to the landiord in the form of rent. Objec-
tion tc monopolies and special privileges is
that they participate in the private appropria-
tion of an undoe share of this natural tribute,
and while recogniring that in the end all
gquasi-public, as weil as gl publie serviee,
shonld be at the east practicable cost to the

peopls, it iz peld cthat meaptime whatever

monapoly is enjoyed should be obliged, throagh
taxation, te repay to the public a full and
fair equivalent for the privilege conceded to it.

The monopalies and special privileges which
should properly share with land values the
purden of taxaiion, may be partially enumer-
ated as follows: the private apprepriation of
patural resvurces such as gold, silver, copper,
iron, and coal mines, oil fields, and water
powers; all francbises of steam and electrie
railways; all other publie franchises, granted
to one or several persons incorporvated, from
which all other people are excluded, and which
include ali ** rights, authority, or permission
to construct, mainfain, or cperate in, under,
above, upon, or threugh any strests, highways,
or public places, maiss, pipes, tanks, condaits,
or wires, with their appurtenances for con-

ducting water, steam, heat, light, power, gas,

oil, or other substance, or efectricity for tale
graphic, telephonie, or other purposes,”t

IV.— The Dffice of Ground Rent
The true office of ground rent is that of a

_board of egmalizaiion -— equalization of taza-

1 Quoted from the Ford Franchise Tax Act of

. New York.
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tion, of distributicn, and of epportunity. The’

tendency of an increase in the fax upon
ground rent is not only to equalize iaxation
and distribution, but to equalize the oppor-
tanity of access to what is erronecusly called
the land, which of itself, even in a city, would
be of little or no use if it had a perpetual
fifty-foot tight Loard fence avound it. in this
clear distinetion betwesn land and land value,

which eannoet be too eritically noted, may there -

nat be found an esplosion of the notion that
2 man has & right to the private appropriation
of ground rent, because kis father bought and

paid for the land fifty or one hundred years

ago?

The guesiion is: Wher he bought the land
fifty or one hundred years ago, did he ay and
pay for the land value of to-day? In 16856 a
company having five shares and five stock-
holders bought a lot of land in Philadelphia
for §5. In 1900 the same company, with ifs
five shares and five stockholders, sold the
valne of the same land for $1,0600,000. Does
it sound reasonable to say that for one pound
gterling in 168G thege five men bought and
paid for the F1000,000 land value of 1900,
with ifs ground rent of $A0,000 a year?
Would not such 2 sale in 1686 of goods to be
delivered two hundred and fourteen years
later be dealing in futures with a vengennce?
True it is that the land sold io-day is the
same land Gought in 1680, Bat it is just as
true that its value to-day is not the value of
the Iand itself, but iz the value of the rights
and privileges pertaining thereio, and ex-
terior te the land itself. The demsnd that
enhances Jand value is not for land itself, but

for the command of these same rights and

privileges.
Land value being a social creation, and rent
being socially maintained, equal access to the

rights and privileges pertaining o the fand.

ean be prometed by the taxation of ground
rent alone, and by this means only. Ground

rent, the natural tax feeder, outracts from the
user of land the exact measure of his advan-
fage over other men in his exclusive ebjoy-
mert of rights and privileges pertainiog to his
own lfocation, aid the whole tendency of the
taxation of ground rent is to equalize partici-
pation in these common rights and privileges,
by commauting iste dollars and cenis, which
can he divided, those indivisible advantages of
location, which can enly be enjored individu-
ally. Whatever of remt goes inio fhe publie
treasary tends to a fairver distribution of prod-
uce in wages earned. Whatever of taxsation is
transferred from other wealth to ground reat
leaves so much more wealih to be distribuied
in wages.

Again, it is submiited that the true office of
ground rent is to offer a communal shoulder
suited to bear &l the burden of common needs,
isaving produce - carrent wealth— to he dis
tributed, as fast as produeed, in wages and
interest, the fotal volume of which will aiways
be inereased by the amount of rent appropri-
ated through the taxation of whatever of eco-
neinic rent there iy in special privilege.

Greund rent being n osocial product, is not
its private appropriation a special privilege?

Vo The Canse of Ground Rent

The dimensions, as well as the eontinvous
character of the contribation made hy the
people te the growth and volume of zround
rent, are seldom measured -— by many per-
sons hardly suspected. Almost anyibing else
that be owns, except land, s man may appro-
priate, destroy, tear down, burn down, remove,
consunie, change ia form, wear out. Mo the
fand itself he cannot do any of these things.
The value of its use is ground rent, an annual
value, which iz all that the owner of land can
consume each year. The land value itself sur-
vires, and usually intact. Pesple speak of
owning land, because they or their fathers
have bought and paid for it




Ground rent mway be d to result from at
least three disiinet esuses, all connected with
aggregated social activity @ . .

(1) Public expendiiure: All wise public
expendifures ars divect ders of ground rent.
KRirpets, lights, walter, sewerage, {ire and police
Hystems, pulilic hools, Lbraries, mMuUseums,
parks and play srounds, ail contgibute o ¢n-
hanee the value of land, and a corresponding
depreciation would follow the sbolition of any
of these systems. Tt follows, therefore, that
expenditure for maintaining these services eon-
stitufes the maintenanes of grovnd vent, if not
in a literal sense, at least in an all-sufficient
COTNIMOR HeNse -

(2) Quasi-public expenditure: In the same
way, the expenditnre by the municipality or
by private corporations for steam snd elee-
trie rpilways, gas and electric lights, tele-
graph and iclephone Facilities, subways and
ferries, coniributes to the value of land, at
least, to the extent of their actual cost.

(3) Private expenditure: Equally, and by
parity of reasoning, private of voluntary social
expenditure for churches, private scheols, col-
leges and wniversities, all private buildings,
apartment houses, stores, and office buildings,
eontributes to ground vent, the annual value
of land. )

In an enmuneraiion of the causes of ground
rent, pepulation is vsually the one first naroed.
Put a passive population gives little valnae fo
land; it is rather the metivitiag consequent
npen the character of population that create
ihe value.

it is generally conceded that, as a maiter of
fact, ground reni is what land is worth an-
nually for use; but it i3 of far greater im-
portance o pnderstand clearly what is the
source of ground rent, and especially to what
extent it may be regarded as a soeinl product.
Inasmuch as all the contributions. representing
these activities, so far as spumerated, are from
the tressuries of the people, it is correct and

]

proper to say that ground rent is chiefly and
peculiarly a social product

From ohe point of view (that of demand) it
may be said that the value of all commodicies
is a social produst. Dyt when we come to
consider the oiher side of the value peoblem,
we find that mesi other commodities, e.g,
houses, increase or decrense at man's will, ac-
cording to the principle of cost, the value
being a resultant of a balancing of social de-
sire against social cost. )

With lapd it is more geperally true that the
quantity sither cannet be increased at all or
cun be inereased only at increasing cost; and
hence the practical determinant of the value
of land is almost entively in the social and
private activities that make the use of land
desirable. ’

VI—The Maintenance of Ground Rent

8o far as the cost of streets, lights, water,
sewerage, fire, police, schools, libraries, mu-
seums, parks, play-grounds, steam and electric
yailways, gas and electric lights, felograph
and telephone companies, subways, ferries,
churches, private schools, colleges, universities,
public buildings, well appointed houses, stores,
and office buildings is what constitutes the
cost value of the land, just so far the main-
tenance of all this pablic or social service con-
stitutes the maintenance of ground rent.

A simple illusiration may help to an appre-
ciation of the absurd absence of a trme econ-
omy in tax affairs to-day. A landlord owns a
factory which requires steam power, and which
is uscless and worthless without if. Ampother
man owns a steam plant, and feraishes steam
to factories af so much per hovse pewer. The
man who hires and uses the faciory pays fac
tory rent to his landlerd, who fornishes the
factory, and steam rent to the man whe fur-
nishes the steam. He would smile if you
ghouid talk to him about paying his steam rent
to the landlord who does net furnish it. In

9




vivid contrast with this sepsible performance
we may tale the case of another landlord who
owns 8 stove, requiring pablic service and cot-
yenience, aud useless without it Th_e munici-
pality owns and runs & public service plant,
and furnishes public service at a cost of so
much per thousand doliars’ worth. The man
who hires and ases the store pays stors rent
to his landlord, whe furpishes the store, hut,
by a strange perversion, he pays biz public
service rent to the same landlord. Should he
not pay his public service rent to the pablic
ghat furnishes it? .
Inasmuch as all these coniributions to its
maintenance, so far as enumerated, are from
the tressuries of the people, what ean ground
rent possibly be, if it is not a social product?

Vil A»n Ilustration: The Ground
Rent of Boston

A dense skepticism and, indeed, a denser
fenorance, scem to obtain even in x'egarc'i_ to the
simple fact that there 8 such a thing as
sround reat, and yel much more in regard to
what is the volume of ground renf. It has
heen questioned whether the ground rent of
the city of Boston, for instance, onder ti‘ao
single tax, with the accompanying shrinkas
seeulative values, wolhl exceed to-duy 3
ent. on the as d valuation of land, or
00,000, Indications are that the net rent
of th{. iand itgeif might not, but our investiga-
{ions are directed to agcertaining not the net.
but the gross, ground reni, which Is net rent
plus the fax

In @ systemaiic attempt to dispel these
clouds of ignorvance and skepticism — now to
be found ip surprisingly high places — and 1o
demonstrate beyond a veasonable doubt about
how wmuch gross groand rent fhere is in the
city of Boston, actual sales for the year 1002
and actual ventals have been collecte
official sources.

Oup hundred and twenty picces of real estate

14

in various sections of the eity are shewn to
have been seld at prices averaging one-fifth
higher than their assessed valuation, indicai-
ing. that at least in these one hundred apnd
twenty cases the valuations were less thanp
five-sixths of the seiling price.

SBeven hundred and  ffiy-one rentaly of
estates. fogether with their assessed valua-
tions, averaging $47,680 each, were aiso ob-
tained from relisble sources. In the total for
these it iz found that the uet remt is & per
cent, (¢ ), and the gross  rent - net rent
plas taxes —ig 6 per cent. of the assessed
vitluation.

Based wpon this indicatad ratio the gross
ground tent of Boston is. by a conservative
estimate, not less than fifty or {ifty-five mil-
lion deollars, )

The valuation of B(JSiOn"i land in

1887 was . $£322,000,000
The valee of the sume L-.uul in 1g07
was . . . -+ . . 653,000,000

Thue the increase in the valuation of )
land in twenty years was . . . $331,000,000

Fiwe per cent. on this twenly years’ incorease
of 8331000600 would be $16,650,000, which,
added to the $4.300,000 assessed upon the itmd
i 1837, would be $20,900,000, as comnared
with Ifastmz & Foras of $21,254 000 in 1907,

Those whe agree with Toh,u f':atuart il that
it would be sound public poliey and no jn-
Justice to land owners to take.for public pur-
poses the fulure increase in ground rent will
be inter 4 to note what an opporiunity for
putting such a plan in operation in Boston is
shown by the abeve figures to have lLeen lost
twenty yearg ago.

The fifty-five millions are, we subrait, the

Pingome ” in very truth earsed hy tlm ity
and people of Boston-— created by their ace
tmal Iabor and seiaal expenditure. Under the
single tax Boston would pay all its current ex-
penses out of this legitimate $55.000,000 in-

13




the relatien between ihe property owner and
lice holder: neither has any bearing upon the
relations between owner and tenant. “ Tax ™
is stply the name of that part of the gross

ground rent which is taken by the State in.

taxation, the other part going to the owner;
the ratic these two parts bear to one another
bas no effect upan the gross rent figure, which
is always the sum of these two parts, viz, net
rent plus tax.  The greater the tax, the
smaller the net rent fo the owner, and wice
versn,  Ground rent is, as a rule, “all the
trafic will bear’; that is, the owner gets all
he can for use of hig land, whether the tax be
light or heavy. Putting more tax upon land
will not make it worth any more for use,
will acoi incrsase the desire for it by com-
petitors for its tenancy, will not increase its
market value,

To illusteate, let ug consider the case of a
piece of land for which the landewner gets
F1.000 rent from the mav who uses it.

Pirst: Fhe owner, let a3 say, pays over to
the city in taxes $100 of this $1,000 rent. Is
there auy indication that this $100 tax has
any  ndlgence in Oxing the present reat at

$10007
Heeond:  Let ug suppose that aext year the
city decides o take ansther 140 off the $1L,000

copt i tazes.  Could the owner then add the
$260 tax to the tenant’s rent, making it
$1.2007 :

Third: Taet us soppose that the following
vear the fax is incrensed by another $100 and
80 on, by an annual increase, until, for ex-
treme Jlusteation, the tax is $1.000, ap amount
egual te the entive rant; would such 2 condi-
tion make it possible for the ownser to raise
hig tenant’s land rent to $2,0007

These questions would seem  to answer
themselves iy the negative, and thus bring us
‘1o a fair conclugion in the matter.

Y Phe weight of antherity wpon such a gques-
tion i worthy of attention, although by o0

14

means decisive. Now, while a few respeciable
and sincere students of economic séience hwld
to the doctrine of transferability of the
ground-rext tax t¢ the fenants, so one will
dispute that an overwhelming weight of au-
thority beik in numbers and in rveputation,
scout that dectrine sz absard. Not only the
entire schiool of Ricarde and Mill, but also
nine-tenths or more of other economic writers
make it a fimdamentnl doctrine of their sci-
erce that such & tax never can be transferred
to {enanis Thomes . Shegrman, * Naty-
ral Togction,” pp. 129133
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THE THIRD LEG OF THE SINGLE
TAX TRIPOS

Ty ULTIMATE BURDENLESSNESS OF A
Lawn Tax :

EVERY LANDOWNER IS EXEMPT FROM TAXATION
OGN HIS INVESTMENT, To THE EXTENT OF THE
TAX TO WHICH HIS LAND WAS SUBJECT AT
TIME OF I8 PURCIABE, AND THEREFORE, PRAC-
TICALLY SPEAKING, NEARLY ALL 1AND IS TO-
PAY OWNED FREE OF ANY TAX BURDEN

The purpose of the following illustration is
o make clear by means of iteration and re-
fteration two facts, viz:

Fact 1. The land owner of te-day who has
purchased since the present tax was imposed
sseapes taxation upon hiy investment.

fact II. The burden of a land tax cannot
be made to survive a change of ownership,

The illnstration is intended to show the
eifect im 2 normal or advancing community of
mertgage interest and taxes upon the market
value and cost to the user of a lot of land and
2 homse respectively having equal purchase and
rental value, and each subject to the same
mortgage interest and taxes.

First: The Land
Proposition 1.~— et it be supposed that you
want ¢ picce of wrban lend that is worth $300
a year o you for use. You cen efford io poy
$300 ¢ yer and no more, end it can be had at
an aunuel cost of $300 a year. ) o
16

Let ug then proceed to asquire this piece of
innd, exercising diligenee and caution to profit
by each step in ihs trassaction,

(a) At ibe very oulset the gu stion arises,
what iy the thing for which you are proposing
to pay F5007  Huvely it is not the soil itself,
becauge it i a question of a building site,
which esuld be had out in the country for lit-
tle or nothing, It is noi mervely the ares upon
which to dig a hele in the gromnd, wall if
about, and erect a building, for the same space
can be had e here for a soung. In short, it
g not the earth’s surface; it is not the lnleer-
ent capabilitios of the sofl; it is not light and’
air, orf other hounties of nature ident in
thaf lot of land: it is wot natural res
which you are thinking as worth to you
a year.

(%) But what you are going o pay for is
the accompanying and incidental use of a
great many expensive ihings cutside of the
piece of land, things which you will need and
must have, which youn caunot afford e pro-
wvide at your own expense, buf for the use of
which you ean afford to pay in proporiion as
¥ou use them. It I these ouiside things,
available by their proximity, for which you are
called upon to pay $300 a year.  To enumer-
ate again, specifically, they are, i a town
or city lot, right and ease of access to wa-
ter, health inspection, sewerage, fire protec-
{ion, police, schools, libraries, museuins, parks,
play-grounds, steam and eleptric railway serv-
ice. gas and electric lighting, telegraph and
telephone service, subways, fervies, churches,
public schools, private schools, colleges, uni-
versities, public buildings — utilities which de-
pend for their efficiency and economy on the
character of the government; which eollec-
tively constitute the economic and zocial ad-
vantages of the land; and which are due fo tha
presence and activity of population, and are
inseparable therefrom, including the henefit of
proximity to aad command of facilities for

1w
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commerce and communication with the world
~— an artificial value ¢reated primarily through
public expenditure of taxes. In practice, the
terim “land ™ iz erroneously made to Include
destructible elemenis which reguire constant
replenishment ; but these form no part of this
seonomic advantage of situation or site vahie.

{c) In other weordy, you are to pay $300 a
year for the value of what the law calls the
“rights and privileges thereto pertaining,”
specified in every deed of land conveyance.
This &304 is zround rent, “ what the land is
worth for vse”

Propogition 2— Assuming this picoe of land
to be froe from oll charges and incumbranees,
and asywning the curreni rate of inderest to
be B per cent, per ennue, you would purchase
the Iot for 36,000, becawse interest upon thoet
sum wonld amowunt to the gtipuluofed 3500 a
year. But if, on the contrary, ithe ot bears a
mortgage of $2,000, wpon which the annyal in-
terest charge is $100, then the (ot will cosi you
£4,000,

{u) The mortgage interest charge of $100
reduces the selling price of the laud by the
amount of the morigage, $2000, and you will
buay the laad. not at $G6,000, buk at $4,000, the
valne of the equity vemaining after mortgage
interest has been paid.

(43 By puorchasing fitle you will assume
the mortgage and will pay the mortgage infer-
est, $100, but that $100 il not come out of
vour $290, the nei income frem wour invest-
ment of $4,600: it will come out of the gross
income, the ground reni. $300. It is a part
of, and not an addition to, the ground rent.
Y¥ou will pay the intersst, but you will not
bear it, beeause you will have bought yourself
clear of the burdes,

{c} The lot will thas cost you annually for
use, interest on your purchase price ($4,000 at
5 per cent.) $208) plos morigage interest
S ($2.000 at B per cent.) $100, equal in all to
$300, all that the land iz worth for use, ase

18

being the only relation of land to man with
whichh economics has reasenable concsrn.
Proposition 3.~ But, besides being subject

to & morigage of F2,000, assume furthey that
‘this lol of land is subjest eiso {6 an ¢id fawl

of $300, which charge the purchaser must also
assume.  You will then purchase the land act
at $4.000, bui ot $2,000.

(u) As alresdy seen, the morigage inierest
charge of $100 reduces the selling price of the
land by the amount of the mortgage, $2.000,
1t is equally true that the tax charge of $100
reduaces it by the same amount, $2,000; the
mortgage and the tax together therefors reduce
it by #000: and you will boy the land at
£2.000, the value of the equity which remains
after both mortgage interest and tax have
been paid. This $2,0600 is the capitalization
of the annnal valoe of the lot io you after all
charges have been met.

{6} In purchasing you will' assume both
mortgage interesi and tax and will pay them,
bhut you will pay them out of the gross income

‘of $300, and not cut of the net incoms of

$100 from your investment of $2,000. There-
fore ne part of the $2,090 which vou pay for
the equity will be taken from you in taxation,
gither as principal or interest.

(e) The lot of land will thus cost you for
wse: inierest on your purchase price ($2,00¢
at & per cent.), $100; plus mortgage interest
(§2.000 at 5 per cent), %100; plus taxes,
$100; and these together aggregate $300, what
the land is worth for use, the same as before,

{d) It follows then that, under the present
gystem, assuining Ivee competifion, the selling
value of land is an uetaxed value, and iand
owners who invest to-day are exempt from
taxation — not indeed upon their Fand, bhut
upm ity anneal net or fncoine value o them,
or, in other words, upon their investrnent,

. 1By the tema “old tax *" is intended the iax
in foree at iime of last purchase; by *° new iax’
one imposed since last chaoge of ownership,
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The gross value s a taxed value. The net
value is an untaxed value. :

() As this exempiion of the present-owner

Lolds troe to-ds o it will be true in fufure
of each nesw pure 1 subsequenily to the im-
position of any new tax. It is in the very
nature of things that the burden of a land tax
eannet be made to survive a change of ownei-
ship. L

(f} This is equally true of o hond, but it is
agsiuned that a tax levy should he not upon in-
tangible stoclks and bonds legally congeived as
progerty, hut ouly upen fangible zoods and
astates. It iz, to be sure, just &8 trde that a
man whe buildg a house to rent pays no tax on
his investment, bui for a different Teason.
Phe tax, in that case, ts shifted vwpon the user
in increased house reat, oxcept so far as, by
discouraging huilding, it is refiecied in lower
wages for bnilding,  But an old tax upon the
land is a burden neither upon prosent owner
nor nser The tax oun land s  absorbed,”
that on the house is * shifted.””?*

{¢} We cannot too soon or 00 rigidly fiz in
mind the fact that ihis ground rent of $300 i
the governing factor in the sitnaiion;? that it
is a tax laid not by the Hiate but by nature,
which every man must pay for the use of land,
gither to & private owner as yenf, or to the
State as a tas, or to both.  No statute or ordi-
nanee can iacrease or reduce, exempt from, or
abolish the pavment of this * economic rent_._”
or groumnd rent, to somehody. Its amount is
asither fixed nor affected Ly the tax that is put
upon it, whether large or small. Taxing it
eannot increase it; eannet decrsase it; cannot
abolisk it. Its amount may always be caleu-

1 Landlords who own and let both tand and
tenement houses, aparbment houses, and business
blocks thereon, eseape the burden of the tax on
their fand, and at the same time shift upon their
tenants the building tax, thus avoiding all share
in the tax burden. i

2 'Fhis is indeed thé point from whick the whole
digcussion proceeds.

20

lated by this simple formula: ground weat
equals interest on puvchase price, plus interest
on any e, plus tazes,

Propositicn 4o Neither a tue upon ground
rent, wor the ground ront diself, adds quything
to the cost of land for ase.

(a) onomic vent, grownd rent, measures
the value of all publie, guasi-pabic, and social
service, I the whole ground reni is not a
burden, bui merely an oguivalent for social
valuss received, neither can interest and tazos,
two of the paris of which ground reat in ooz
illustration composed, be a burden upoun the
user. A tax upon reat eomes oot of rent,
which, as has been explained, is the natural
tax that every user bas to pay o some one,
and hence if subiracts nothing from wages ansd
adds nothing to the cost of living.

Proposition G- You cannot poy FE000 for
the Tond and in addition pey cithor the smovi-
gage entevest of F100 or the dew of F100, be-
canse that would make lond cost you $00 per
annwin whick by our assumpiion s worth only
1300,

{a) The tax upon land cannot be added to
the ground rent— which iy kept at its maxi-
mum by market demand —but is a part of,
and must come ont of, grounsd rent. If it
could be addad, that fact wonld itself indicate
that the ground rent was 3400 ingtead of $300,
which iz contrary to suppesition. Land worth
only $300 a year cannot be made worih $&00
a year by putting a tax of $10¢ upon if.

(8) Let it not be forgoiten that ground
rent, in ihe senge in which the word 18 used,
js the same homogenecus thing, one aud indi-
wizible, the world over---what land is worth
for vse. 1t is rvent--or use value— pot cost
of construction or cost of producticn — that
fixes the price of land. HFeonomic rent is tie
initial and governing factor from which all
calenlations must proceed.
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Beoond: The Honse )
Proposition B.-— The lof having Dbeon ac-
quired, let it be supposed that you are in need
of & house, and thai such ¢ house a8 yoy want
would eost to build $6,000, or, in interest, $300
4 yenr, the same as the annual cost of the

Leend. :

{2) You will observe at once that the prob-
lem of the house is gquite differeni from that
of the lond. The cost of acquiring land de-
pends  primarily upon its Tent. ¢ onversely,
. fhe rent of a house depends primatily upon its
cost,  Builders will not build houses unless
they can get Inferest on the eost of construc-
tion. Competition among builders will not al-
jow one builder normaily o get more than in-
terest on cost of construction.

Proposition T~ If such a houss were free
of tar, But mortgaged for £2,000, it wonld cost
gou to buy only §4,000, and it would cost you
10 wee, os in case of the land, interest on pur-
chese prive (51,000 at 5 per cent.) $200, plus
interest on morigage ($2.000 at B per cent.)
$100, making $300 g8 Lefore.

(¢) The mortgage vpon a honse, like that
ppon land, will add nothing to the cost of the
heuse for nse.

Proposition B— Bui you find thei such o
house is subject elso to e taz of $100, which
you will have to poy in addition fo the above
£300, inforest on purchase ond morigege, k-
fng the house cost you for use altogether $300,
instoad of $300 a pear, or $100 more on ac
cownt of the taL.

(@) Tnlike the tax upon land, the tax of
£100 npen the house cannet come out of the

$500 rent (house rent or fnterest) eseept in-

directly throungh its effect upon wages as he-
fore mentioned, because houge rent cannet nor-
mally be less than interest on the actoal cost
of huilding the house; it must instead be paid
by the user of the house, over and above his
interest, making his house rent, ithe amnual

cost of his house for use, $400 instead of $300.
£
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{H) To tepeat: n house rent, otherwise
308, is increazed to $400 by a tax of 10D on
the house, In eontrast with this, you may
cither take off a present tax of 100 from the
and, or you may increaze that tax to S204),
and in meither case will the cogt of the land
the uwsger be affected. Take off ihe 3100 tax
{rom the house, and the cost of the house {0
the user will be redoced from $400 (o $300 a
vear: of land and house Together, fromx $T00:
to $600.

Proposition 9— The morel of thiz illustre-
tion iz that yow get for wse gnnually 300
worth of land for $300, and a house costing

F300 for B0, fn eiher wovds, o fur dpon

Tand is a part of, is included in, and comes
wsut of, grownd rent, and iy no burden fo the
wser: while ¢ ter wpon o howse s o clear ad-
dition to house rent, and comes principully out
of the wser of the house.

To vecapitulate: (1) It has Deen shown
that a house tax of $100¢ that has been regu-
larly levied takes in tazation $100 a year of
the user’s income. :

(2} It has been shown that s land tax of
%100 takes in taxation mo part of the ineoms
of the uger or present owner, provided that he
purchased the land after the tax was imposed,

he beauty of this illestration Is that {in a
ification which excludes doplication by
certificates or mere legal evidences of property,
ke stocks, honds, efe., and includss only ac-
tual tangible property) while land stands as
always for everything except the produocts of
Iabor, # house ig hers made to stand as the
representative of any aed all products of io-
dividual labor, that Iz, for everything except
Iand, and the illustration thas becomes all im-
clusive. .

Tf wou have had the patience to follow it
inderstandingly yon may rest assured that you
Lave mastered a basic prineiple of taxation,
and have solved one of the most perplexing
problems of political ecopomy.
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- this tripos of the & mf__fh
Wax ‘»\;‘?EE éimzbihm\‘ withstand multts. Hinee
]a;]d iz social product, it
uzh of it in taxation
: ¢ nt.  Such
‘m\ inrthermonre, cannob be e from the
Luwi-owners to other elagses in the commun-
jiv, but manst be pail whelly and finally by
the It i morcover, just that fhey shonid
b taxed esprciaily in this fashicn: hecause in
ost eases fhey have Dought their land taxe
free woder the cperation of the principle that
the fng value of land ix an uniazed value
and o lond € anrvive a change of
G N ; fold - suppert of the
Biagle ihe stontest that bas been erected
by any clamapion of the pelicy.  Any one who
wi 1] take {he paing to stut!y the economic prin-
eint involved, and th appileation, wust
compeedn the .‘ubat&ntuil validity of the argu-
el
Among the other aathorities on this pnint
Wiy Tiobert (fiffen, * Hssavg in Finanee”
s Series, po 2430 ML ¢ Principles of Po-
vel. 1L, Book V, Chaptex ![
E:'Q, Bastable, * Public’ Fimnee’
(1008), p. 440, Thomas N. Carver, Yaie ¥e-
i ’\T()s z‘mlavx 1596,

THE END
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