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such lists to be available as public records.

14. The state property tax agency should compile
each year composite lists of the holdings of all prop-
erty owners {real parties in interest) within it, such
lists to be available as public records.

V TAXPAYER APPEAIS

1. There should be a convenient and inexpensive
small-claims type procedure shereby taxpayers can
appeal both over-assessment of their own proeperty
and under-assessment of the property of another.

2, There should be a clear right of class action for
property-owners who contend that as a group they

" have been over -assessed or that another taxpayer,
or group of taxpayers, has been underassessed.

T 3. Assessment—sales ratio studies and other studies

reflecting upon property tax equity, done by the Fed-

eral Bureau of the Census or by the State Department
of Taxation {or other lepgally-authorized body) should
be admissible as evidence in property-tax appeals.

4. There should be an office designated '"Property
Tax Advisor' -- not an employee of the assessor's
office and not associated in any way with the assess-
ment of property ~- the holder of which, and his
staff, would act as advisor to all property taxpavers
in the jurisdiction, including explaining to them fully
their legal rights and assisting them in preparing
for appeals. The property tax advisor should have
access to any property tax and other records., public
or private, that the assessor himself has access io,
including the worksheets of any private appraisal
firm which provides services under contract to the

A Geologist's Eye-View

Qf a Current Problem.,

The probiems concerning foreign capital in
Canada has been examined in the press by
various authors, but in order to form my
. own opinion, I constructed a pair of charts
to illustrate schematically the path of for-
eign investment. Using these charts as a
basis, I found that the key issues became.
quite clear and I was able to draw some
reasonable conclusions. _
- Robert O.Cochrane

ON EXPLOITATION BY FOREIGN CAPITALISTS

Introduction

The subject of foreign investmert has become very
topical not only in Canada but also in many other
countries. Invariably the foreign capitalists are
painte'd as the villains and yet reason dictates that
the use of capifa.lt {(no inatter whether foreign or
domestic) should confer great benefits on a develop-
ing country. To examine this paradox, I construct-
ed the following charts which illustrate the path of
foreign investment. The method of land tenure imm-
ediately rises to the fore and the charts are based
on two cases; 1/ where private ownership of land is
permitted, and 2/ where the land is owned by the
community and administered by the government.

I must admit that I am a disinterested observer
{if ever such a beast existed) and have no special
qualifications to discuss this subject. The charts
are largély self-explanatory and are the most im-
portant part of the article because from them the
reader can draw his own conclusions. However, for
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Figure #1. Chart illustrating the path of foreign in-
vestment in a system of private ownership of land.
work sheets explaining and ustifying. individual ass- ‘

essmerits, and records of appeals, should be public
inforrnatien and open to public inspection. ‘

Foreign Investment as Money
or Corporate Stocks/Bonds

- 2. The property-tax assessor's office should be cpen A

4 : b
in the evenings, for the benefit of taxpayer's who oo !LAN_D_} Foreign Capital -
work during the day. - _ ' ~Eabour

- . - i3 :
3. The assessor's office should provide citizens . e
with convenient and easy access to property-tax ' - >
records and should have ample tables and chairs to Domestic

WEALTH |

s

Production and
Income taxes, etc,

{Land Tax

.abou

permit taxpayers to examine and copy records. It
should provide a photo-copy machine to permit tax~
payers themselves te photo-copy tax and assessment
records at cost. ' ;

Domestic Y
[ .

4, (Publication of records regarding exemptions.
See page 25). '

5. Each taxpayer should be notified, in writing,

each year of:

a. the assessed and full market values of his
property; -

b. the assessment-sales ratio for his own
class and all other classes of property in his juris-
diction.

<. the asséssment ratic required by state law.

Corporation
& Capital
Gains Taxes

(—[TProfi”

(Dividend

N

&—— i Interest

ol

Capital Withheld

for Internal Use

d. precisely how, when and where to appeal s . sl
his asséssment. Increased Growth Maintenancef | Depreciated
Land Capital Capital . Capital
6. Property-tax records should be indexed by ‘Values - \L ' '
e '

property-owner, street address, and tax map nuimn-
ber so as to provide taxpayers with the fullest poss-
ible access to this information.

7. Whenever a property is sold, the sales price
should be both recorded on the deed and reported to

_ ILar;d [ Capital Préjepts]

Original Ope‘r -

_ating Capital

e el

L S TOTAL FOREIGN ASSETS | ROQC 1972
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13. There should be no separate local and county

boards of review and tax appeals,; or county and
state boards of equalization, that serve administra-
tively as part-time supervisors.

14. The state should take over, at local expense,
the assessment function of any jurisdiction that does
not meet prescribed minimum standards of assess-
ment perfermance.

15, Only public officials should asséss er reassess
property; and property-tax jurisdictions should con-
tract with private appraisal firms, if at all, only for
special consulting or unusual preblems. All docu-
ments that private appraisal firms prepare under
such contracts should be available te the public.

16, No public official with any role in the administra-
tion of the property tax should be engaged privately
in any way in the business of dealing in or insuring
‘real estate; or in building, repa:&rm_g, or appraising
real estate.

i7. The assessor should not raise the assessment
" oh a property that is sold unless he is cenducting a
‘'general reassessment of the entire jurisdiction.

18. 1If the state does not itself perform the assess-
ment function entirely, it should at least: - .

a., assess all commercial and industrial prop-
erties of above a prescribed fair market value, such
as $150,000; '

b. assess all properties; parts of which are lo-
cated in different jurisdictions within the state, or
which are capable of being mwoved between different
jurisdictions;

c. assess all other property of a specialized,

Foreign Capital’ o . ) 5
subsidies,; etc.

8) The system allows foreign investors to acquire

substantial land holdings in a country and with this
land, their political power {as well as the influence
of a foreign power) increases markedly.

Netes on Figure #2 (next page)

1) Where there is no pri%rate ownership of land, fer-
eign wealth can enter the country ounly as capital and
so0 its political effects are limited. '

2} The econemic rent-of-land goes directly to the
coffers of the domestic government to provide ser-
vices for its citizens. The assessment of the rent

is relatively straight-forward and it can be easily
coliected. The influx of foreign capital will spur the
growth of communities and increase the level of tech-
nical knowledge; hencé, the rent will increase to pro-.
vide more and better services for the citizens,

3) A.s't.he chart is presently arranged the government
dois not take a cut on the wages. However, ‘it is dif-
ficult to conceive of any modern government complet-
ely bypassing this lucrative source for financing all
sorts of schemes. After all, bureaucracy must be
fed{: The same applies to corporatmn taxes.

4} The reward of the foreign investor is the interest;
If the interest is not sufficient, he will invest his
funds elsewhere. |

His political power is restricted. The ownershlp
of eapital is net such a politically potent weapon as
the ownership of land. More wars and revolutions
have been started because of land than because of
capital. '
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iest taxpayers from insulating themselves in low-tax
rural areas or special low-tax zones from the reve-

nue needs of the state; and to eliminate the self-
destructive competition between localities for high

valued commercial and industrial property. At the

very least, all additions to the commercial and indus - .
trialtax base in SMSA’s {Standard Metropelitan Stat-
istical Areas) should be shared among the taxing
jurisdictions in those areas on the basis of need,
with special bonuses for jurisdictions which admit
low -tax -productivity land uses, such as parks and
low -income housing.

III - ASSESSORS & ASSESSMENT ADMINISTRATION

l. Assessors should be appointéd, for indefinite
terms; they should not be elected.

2. Assessors should meet prescribed standards of
qualification, including passing a state examlnatlon,
aind they should be certified by the state. ‘

3. Assessors should have adequate salaries aﬁd_
career opportunities.

4. Assessors should have the staff, resources; and
legal authority to enforce the. property tax laws fully
and effe ctively.

)

i

5. Assessors should have the legal authority to in-
spect the property, books. and records of all tax-~
payers within their jurisdiction; and in the case of
taxpayers with property in more than one jurisdic-
tion, the right to inspect such property, books, and
records located outside their own jurisdictions.

' 6. The state should provide and/or sponsor pre-

Foreign Capital 7

reservation of the natiaral environ~
opic. As an interesting sidelight,
if the domestlc government controls the land, it can
put restrictive conditions on land use such as land-
scaping after strip mining. No longer will explora-
tion permiis be licenses to rape, plunder, andpollute.

7} The charts illustrate the meaning of the term
"exploitation by foreign capitalists." It can be defin-
ed as ''the appropriation of all or part of the economic
rent by the foreign capitalist in addition to his earned
interest.? The cause of the exploitation is the sys-
tem of private cwnership of land which allews rent
{which in principle belongs to the cemmunity) to be
incorporated into foreign profits a.nd to leave the
country.

Conclusions

In a country with substantial natural resources
and a lack of domestic capital, the use of foreign
capital can confer a great benefit. The result will.
be inereased production, with higher wages, increas-
ing rent and a higher standard of living.” However
it must be understcod that the investor expects a re-~
turn for the use of his capital and so part of the -
wealth will leave the country as.interest.

The present system of land tenure fails because
it allows a major part of the rent f{'whiéh beleongs to
the community) to be incorporated inte the profits of
the foreign capitalist and hence this wedlth also
leaves the country. This is true exploitation. The
result is that the domestic government must tax the .
wages of the natives at a high rate in order to pro— '
vide the necessary services. :

The other bonus te the capitalist is the ownership
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tax rate structures, with rates increasing in propor-
tion to value of property, amount of property owned,
and/or incomg. (Possibly with special provision

for hardship cases such as genuinely small farmers
and the elderly.)

3. The states should enlarge the jurisdictions in
which property taxes are levied -- at best eliminat=
ing all local jurisdictions and levying the tax on the

state level,

4. The states should assume part of all the assess -
ment function, even if local areas or counties still
set their own rates. It is especially important that
states assess large commercial and industrial prop-
erties, because local assessors nermally lack the
ability or rescurces to assess these properties or to
defend their assessments on appeal. '

5. The states sheould eliminate any constitutional
provisions and state statutes which impede fair,
equitable and progressive property taxes and effect-
ive tax administrationy ;and should eliminate any
provisions and statutes which they are not willing to
enforce effectively and uniformly. :

6. The states should establish a system whereby
both the legislative and executive branches continu-
ally evaluate and review the property tax laws and
their administration.

7. The states should review and recodify all laws
dealing with property taxes and their administration.

8. The states should eliminate all overlapping ass-
essment and taxing jurisdictions with fewer than

Foreign Capital L o 9

the international corporations} and even then, this
will involve buying back part of their own country
(e.g., the current situations in Algeria and Libya).

Historically, foreign ownership of land has given
rise to the worst tyrannies because the natives virtu-
ally become slaves in their own country subject to the
crueclest treatment in order to feed a foreign god.
Notably it has bred the viclence in Ireland and the
widespread poverty in India and Pakistan.

How can the exploitation of the foreign capital-
ists be prevented? A number of approaches are
suggested by figure # 1 and are presented below.
However, the only permanent solution whith would
still provide the benefits of foreign capital as well as
eliminate the exploitation is a change in the land
tenure system.

1} Foreign investment can be discouraged by
government with the resulting decrease in production
and a lower standing of living. Are the citizens, even
the most ardent and eloquent nationalists prepared to
accept the lower standards with increased unemploy—
ment, ete, ? B -

2} Foreign investment can be chosen selectively
and directed into those industries where land plays
only a small part {I.E. service industries) or into
impoverished areas.

Foreign investors are more interested in making
meney than in performing services. Their capital is
usually employed in the exploration and development
of natural resources {0il, gas and minerals). They
seek primary industries because they are more luc-
rative (particularly when the rent is included} and
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_the property in question.

5. The Federal government should coordinate its
own extensive appraisal activities; conduct research
on more accurate and efficient methods of property .
appraisals; develop.its own appraisal capacity; make
a team of expert appraisers available to state and
local property tax administrators on request; devise
training programs for these appraisers and make
these programs available to property tax adminis -
trators : : )

6. The Federal government should assist and/or
encourage the states in assuming more of the costs
of public educatmn.

7. The Federal government should, if pessible,
give state and local property tax officials the author-
ity to.inspect books, records, and property located
out of state but belonging to taxpayers in the state;
or it could encourage interstadte compacts for this
purpose. :

8. The 'Fédei'al government should stop, either -
through grants ~-in -aid, precondltlons to such grants,
bonuses; or penalties, the wide-spread underasses&»
ment of vacant land and the land compotent of real
estate generally. ' :

9. The Federal government should conduct a thor-
ough inveéti'gation of Federal revenue losses due to
the sidespread practice of commercial and indus -
trial taxpayers of overvaluing their buildings and
improvements; and under- -valuing their land with
the cooperation of local property tax assessors, so
as to.inflate the deprec1a.t10n they can claim for

' Federal income tax purposes.

Foreign Capital 11

A direct appropriation of the rent is the simple
solution to the problem but the minds of men are too
complex to realize it!

In summary, these four dpproaches are possible
anc certainly some: of them will be tried by the Cana-~
dian government te curb the use of American capital.
However, the control of foreign capital will prove to
be difficult because domestic capital is also involved
and because the citizens may not wish to accept the
consequences,

Who is to decide what capital will be beneficial
and what will be harmful? With the present land ten-
ure system, all foreign capital involved in primary
industry is exploiting the country; but because the
government does not seem to appremate the distinc-
tion between rent and interest, the choice can only be
based on irrelevant guidelines. Judgement is requir-
ed, and for every decision; the government will be
faced with 1eg1t1ma,te criticism no maftter what cheoice
is made. Personally, I would feel easier if these
decisions were removed as far as possfble from the
reach of politically- ‘sénsitive’ governments and bene -
volent and corruptible bureaucrats ' '

The only effective way toidistribute the wealth
equitably and to allow the government to extract its
share relatively painlessly is to prohibit private own-
ership of land not only for foreign capitalists but also
for the citizens.  The capitalist would collect
his interest and the community would enjoy the
benefits of the rent., Land could no longer be profit-
ably marketed, and because government commands
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