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POLITICAL ECONOMY REVEALS
CONSEQUENCES OF BALLOT PROPOSALS

By the methods of political sconomy, Familiar te graduates
of the 3chool, it is possible to forstell the economic effects
of at least six of the ballot proposals to be decided at the
election November 2. Folitical economy, in itself, cannot
tell a person how o vote, It simply revesls congsaguances,
so that one can vote for whatever measures have the consequences
‘he desires. Here is one of the great uses of the course
offered by the School.. It enables the graduate to cast a
knowing vote. T . :

‘TWO WAYS TO PRODUCE, TWO WAYS TO STEAL -+ @ ° _ o

In political economy the contributions men make to the
production of wealth are classified ‘as -"labor" and "capital,®
The contribution of the laborer is human exertion, physical
or mental, directed toward production. " The contribution of
the capitalist is saving,or abstinence, directed toward
accumulation of tools and stock, which glso enhance production,

The directlon of the exertion and abstinence are vital, for
skertion can be directed in ways wiich do not. .contribute to
production, which even prey upon production, Many a burglar
and many 2 lackey of privilege is weary after his evening's
work in dsserted home or hall of legislature. And many. a
stinting saver invests not in things that-add to the total
stock of tools and inventory, but in legally created monopolies
such as liquor licenses and land titles. .
THE INCENTIVES. TO PRODUCTION - S
~ .Way do men work? Why do they abstain from consumptien and
invest in capital? Why do'théy do these two things which
produce all wealth? Is it to gain respect? To be helvful to
others? . To satisfy their own individual desires? Whatever
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the psychological motive, it can operate only if those who™
make the contributions are permitted to-dispose of their own
produce. A slave, whose produce is systematically appropriated,
enjoys little respect. A humane man, living for others, cannot
feel nelpful if his produce is carried off without his consent.
A man 1living for himself alone cannot enjoy what is taken

from hime o . T

" Thus men work for Mwages® and invest for "interest." . If
they van have their wages they will work. - If they can have
their interest they will save .and Supply capital. Tske part

of these earnings from them,,anﬁ4they'will.make“their_reSPBctive
contributions less pagerly. Deny them their entire product

and they will not produce at all. L A

STOP ROBBING PRODUCERS AND WATCH PRODUCTION GROW i o

. The consequences of Propositions 5 and 8 are thus-the easiest
to predict. . Both -exempt ships from taxation, ending to this
extent the robbery of ship owners that is involved in e
chnfiscating part of their earnings_thrsugh~taxaﬁi6n; The
smmediate effect will be to make the ownership of vessels

~ more profitablerto those who.have their capital in this form.

. In the long run, however, the greater intersst to be earnsd
will tend to attract capital into ships until the growing

competition hag reduced earnings to the common level. The

gaditional supply of ships will of course tend to give more
ample transnorbation facilities and a larger supply of fish,
at correspondingly lower prices.  dJust as surely as producers
chift baxes bo consumers in higher prices, they ave compellied
by‘competition‘td'lowerzpricesfwhen those taxes ave repealed.

BUT WHO WILL PAY THE TAXES? -
- Both exemptions, of course, involve a higher property'tax
rate ‘to make up the reverwe thabt would othorwise be collected
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from consumers of fish and transportation. To the extent that
thig higher tax rate folls upon improvements and personsl
property, it will discourage their production and raise their
prices, offsetting in part the lowsr prices gained hy sxempbing
vessela,

But the property tax does not fzll alone uson improvements
and personzl property. It falls also upon the unimproved
value of land, This is not a product of the landholder's
axertion, The absbinence he may have put forth to buy it did
not create additional tools or stock. Therefore the increased
tax upon the land will diminish the profits of landholders
but will not dscrease the market supply of land nor raise its
price. The higher propsrty tax on land therefore will not
discourage the use of land by lsbor and capital.

On the contrary, since the higher property tax on land will
fall partly,upon idle land, whose holders have no rental income
from which to pay the tax, it will make them more eager %o
put their land to use or sell to others who will use it. The

- market sugply of land will thervefore tend to rise and the

®

nrice of land to fall, making it more rsadily available to
ppoducers. Therefore the higher property tax on land; resulting
from the exemption of ships, will actually stimulate the
production of wealth, Thus, on balance, Propositions 5 and.8
will stimilate over~all produciion, '

EFFECT OF REMOVING TAXES FROM LAND

Proposition 1l is the reverse of 5 and 8. It proposes tax
exemption of land~-specifically, of land on which a ¢ollege
building is being constructed. (Under present law the partly
finished building is already exempt and the land becomes
exempt when the building is completed.) Here it may be asked:
If the land is already in use, how can the tax operate to
stimiate use? -
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Dovntown workers well recall the driving of the piles that
now support the rising Equitable Building at Sutter and
Montgomery., Night and day the faithful "Albert" whomped his
B-flat tone. The necessity of paying taxes on the occupied
land was a factor contributing to Albert's long hours. "Let's
get the building finished and start collecting soms rent to
pay those taxes!® was the natural thought. College economists
are not so obtuse as to be unable to see the advantage in
hustling construction if land taxes must be paid until the
building is finished., But if land is to be exempt the moment
construction beging, there will be less need to .drive the job
through to completion, It may well happen that a token start
will be made on construction, the land will become tax éxempl,
and then after a number of ysars of rising land value the
college will "change its plans™ and sell the holding. But

the publlc will have been cut out of any tax share in the
land valuve it created, If Proposition 1l passes, colleges
wgll be quick with the foundation and slow with the roof.

EFFECT OF REMOVING TAXES FROM IAND AND BUILDINGS .
Proposition 15 is like 1l except it applies to nonprofit
~ "welfare" property and exempts not. only the land but the partly
finished building, which under present law is not exempt until
completed,

Such a proposzl may seem to have no effect on the over-all
division of texes beiween production and monopoly, as other
holders of land and owners of buildings would have to pay
higher property tax rates to make up what the nonprofit welfare
organizations do not pay.

However, the Legislature has imposed tax~rate ceilings and
bonding limits upon local governments. When these arbitrary
limits are reached, local goverrnments become eligible for
gtate aid, which comesfrom taxes on productisn becsuse the
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State levies no bax upon land. Propozibion 15, by 1
higher nroperty tax rates and making more local gove
amor for State aid, would therefore result in an ove
om Local tases on land o State taxes on lshor -

C’

as the State prohibits local govarnments from taxing
land !fGV& certain arbitrary lim 1@ “ijﬂd; ro@df t9 "%1‘"
trose local govermmenbts with tax
the limits are reachod--just so long wiil property tax
exemptions consgtitute =2 shift of tdyzs Irom those who prey
upon production to thoss ﬁﬂv do the producing.
Proposition 9 is like 15, exucept Lhm% it would exempt land

“pd church squipment while a charch is cing built. (The

ghurch, while in construction, ig w“?aaﬁy axempt.

HOW TO "MAKE FOOK ¥R A4 MILLION tﬁ?w CHILDRENM

Proposition 2 grovides for a $100,000,000 State bond issue
for 2id to school districts which havs qa@ceeded in rsaching
the arpitrary mfoﬁnrti %ﬂ% iimits imposed by the State. Since
the districlts tas wile the State doss ﬂots titdls w
alzo constitules s g%lfz @f taxation freom land to Llaboxw
capital . Ei is thus sasy bo understend whv Proposition

d roug backing of M"real catate’ 1ntaAwswaj ywhich

iy caubious shoud bond dssuss.

Tne p”QT@“ffiS of Proposition 2 have advertis idely
that Ysome comrunities cannct pay for classrooms which they so

urgently need even thowgh they bond themselves To the 1imit
aTLQWEu by law.” The limit allowed by {State) law is an
arbitrary five per cent of an assessed vwalusbtion th:t iz
nowhere up 00 haif of thb Constitubionally reguired "Iull
cash valuwe,’

Dnv;ously 1T0p001t10ﬂ 2 1 not the only way‘t@ Tinance tha
noeded schools. The arbitrary bonding limits imposed by the
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ed valuesticns of

1 by locsl schion.
swsad valualions,

vo down thedy

State can readily be dinore
lend in the School distrl : :

Sg far from encouraging © correction of agse
Propesition 2 SnoCUrages unoere aistricts Lo dy
valuations so as to inflate the tax rabe and become eligibls
for the State handout., ~-H.T.

ATTRAGTIVE blue and whibte socals CDEIbFV$itiﬂﬁ the dismond
anniversary of "Progress and Poverty" src still available ab
28 cents per shedt w06 (postpaid). Orodiesw and use them
on your Christmas cards.

THE CCTOBZER § ISSUE OF the San Franci sco Hews told of Mayor
Robinsen's ttbnaance at the Red Mass in St, Maryis Cathedral.
dccording to the Hews, "Thoe Red ga5$} which had its beginning
in England in ths 13tb Cantury, iﬁ a special plea by the legal
profession for Divine guidance.

On another vage of the same issuc the News reported the
Mayor's suggestion that the Board of Supervisors confer wiih
the Asscssor to detormine whother nsw Stabte legisiation is
necossary to close a tax loophole. Some deposilors are sending
their money to New York fo escape the solvent credits tax,

The Mayor also recalled his previocus suggestion that the .
Supervisors Ygive study and consideration to possible sources
of additional reveme," :

Beaders are invited to jedin the Mayor in prayer.

SHOWIHG CXCE ACAIN that graduates of the Scheol are peo
who do thlhgsg Erna P. Harris of Berkeley has started a six-
i T
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page mimecgraphed nowspaper called biag., The Chronicle o

N

October 18 earried a lebter from Carclyn Threlkeld.
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