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.. to.encourage a.proper.use.of the site..........

Frequently, people who hove some knowledge of the program of tax-education of the Public Revenue
Education Council, have said: ““Bul you say nothing about reducing government spending.””

"Actually our program, if and to the exient it is or can be applied, is certain to couse reductwn in gov- '
ernment spending, costs and taxes. This article exploins in some d()t(zsl why this is frue.

Please realize the proposed principles are partially czpplwd in ¢ number of countries. However the
degree of application has not been sufficiently intense so as fo severely limit land speculation and thus
discourage: the poor use of land relative to its full use. The minimum application should be enough to dis-
courage all but an optwn-type withholding for a year or so to permii time for a decision as ic whether or
noi_permenent. use. is advisable. On the other~hand the maximum burden should: be. s‘hori of full rent so as.

We would appreciate comments or questwns about thzs a;rtwlp Added ht(*mture that develops our con-:
geptof. the “‘Economic Science of Pubizc Revenue’ and supplemental maj@n&&wdeﬂlsng wvth the apphcatzon R
and resuits that follow the use of the principles mvolved will be sent on regquest. . .. o .

~ Noch D. Alper, President, Public Revenue Education Council, '

705 Ollve St., Rm. 303 St. Lou:s Mo. 63101: Cﬁestnu’r I- 4350
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Sounds 1mp0331b1e, doesn t ic? . e

How could we cut taxes and govemment spendmg
without seriously hurting the nation’s economy? If gov-
ernment” spends less, “how’ can production increase?

A NEW LOOK AT TAX-EDUCATION

- A growing number of people believe we can, by use
of well-known' economic science -principles, do these
things. These informed persons are urging a new look
at tax education and our-total--federal; state and local--
tax structure as =z first step toward understandmg ‘and
usmg ‘this possible technique:

- First, we must understand & basic economi¢ truth:

 All taxes draw income ‘to governmént from only two

sources—Rent of land and Rewards of human effort.
‘Rent as a source of public income.includes royal-
ties on natural resotirces, such as oil ‘and minerals.

‘Rewards of human effort inclide wages and interest on

invesmeénts of capital.

Ie: is unportant to ‘know the reason for combmmg
wages and interest into one basic fund--Rewa:ds-of—
human-effort.

The two ate treated as a joint fund because a de-
mand for labor is a demand for capital, and vice-versa;
and this .direct and necessary relationship indicates
labor and the providers of capiral have a common inter-
est in which of the two sources government should use
as a source of revenue, _

If you think about it for a minute, you will see that
taxes are like pumps. They draw out income from specif-
ic economic sources just as water pumps draw from
well's, rivers and other water supplies.

WHICH SOURCE TO USE

The first question that arises in considering tax-
ation is which source to use, or use first, to ‘support

‘government,

The answer depends on which source makes pos-

_sible the greatest yet least costly production and the

most moral, di',szri'bution o-f the product--wealth and serv-
ices.. L L L
If we tax I\ewa;da:-ﬂf-h_‘dmaﬁ' effort, we burden labor

and providers of capital, thus curtailing production and

raising prices.

Precisely opposme results come from taxing Rent-
of-land.

VITAL TAX FACT

To understand this, we must first recognize the
economic fact that a tax levied on annual reptal value
of Jland is not shifted from the land’s titleholder to other
producers. or. to comsumers in the form of higher prices
of land or of products and services.

We can safely assume that t1tleholders of land col-
lect as much rent as they can in their own use.or rent-
ing out of their land to ‘others. Why should they want or
take less? Therefore, they cannot cellect. more rent,
even if added taxes are imposed.

EFFECTS OF TAXING LAND RENT

The basic effect of an added tax is to shift moie
rent from private use by thé titleholder to public use by
the people’s agent, government,

‘As a result, there is less net rent for the titleholder
to capiralize into an investment or a selling price figure
for the land. Thus, the market price of the taxed land
is lowered. : :

If more land is offered on the market at lower prices
-—-because taxes have reduced its net remt income--more
and better land will be put in use, incteasing production
with ‘use of the -same amount and quality of labor and
capital. This means decreased costs and lower prices
of products and services to all.

‘Another effect will be discouragement of land spec-
ulation, since these added taxes fall on poorly used
land in slum areas and on underdeveloped=as well as on
vacant land,

This land will have w be put to better use by its
present owners or sold to others who will improve it to




its highest possible use value.

Thus, we can plainly see that greater use of Rens-
of-iand source and iess wse of Kewards-of-human =fforc
for government iacome can lower the price of both land
and of products and services.

BASIC GUESTION

Now comes the question of which source of tax
tncome will lower the spendmg by goverament and cause
a resulting reduction in costs and taxation. Also we
must know which will assure the most efficient adinst-
ment of our ecomomy o automation and to the growmg
demand of our people for additional products, services
and leisure time,

Here again, the answer is clear if we consider what
is best for mankind and country, instead of privileged
ldﬂd mterest-c;. '

“If “we “collect more Rent-of-land “in taxes, we end "

speculation in vacant, slum infested and other poecrly
used land, causing lower priced land for apartments,
-homes, industry and other public and private uses.

Since heavier taxes on rental value of land make
land speculation unprofitable, the only people who would
want to hold title to land would be those who could use
it well, to its highest economic and social potential,

This would directly benefit labor and providers of
capltal by causmg a substantial increase in production
and 2 sroré moral and just diswibudon of the commen
results of their efforts.

LABOR-CAPITAL UNTAXED

‘Studies indicate that something over 50 per cent of
our people live and work on less than 1 per cent of the
land area of the nation. -

A very Iarge petcentage of the land value of urban
communities is concentrated in a very small percentage
of their city blocks. Thus, a small percentage of our
people ‘who hold title to this valuable land collects by
far the grearest share of Rent-of-land.

Because the increased taxes camnot be shifted to
others in higher land rents or prices this means that the
great ‘bulk of Rént-of-land collected by taxes as public
revenue would come from a few people or corporations
owning a small area of our country’s more valuable
land. The very great perceatage of our people who work
and who provide productive capital, and who own little
or none of this valuable income land, would be relieved
of much of their burden of taxes now wrongfully imposed
on the reward of their efforts.

HOW LANDHOLDERS PROFIT

Titleholders of land, as such, produce nothing,
Only those who labor and provide capital are producers.
Thé only way land owners can profit is to manipulate
tax education and political power to put the burden of
support of government on non-land value taxes, such as
income, sales, eamnings, excises, cigarettes, improve-
ments on land, furnishings, antomobiles and other forms
of tangible personal property.

These taxes, as we well know, are paid directdy by
the people out of their earnings, their private property
in wages and interest, or indirectly through higher
prices of products and services.

Those who hold title to land or its resources, such
as oil and minerals, must encourage community leaders

to build up population and industry to increase their 1z
rental profits—-at the general expense of other razpaye

These land zent collectors aiso must seek to sen
such privileges as local property tax-exempt bonds
provide lower cost competirive housiag thet will cau
inchrstey to locate in the community. Otherwise, in |
prebability, industry would not locate there and bu
up their land values and land reats,

And, of course, advantage must be taken of urh
renewal and condemnartion laws, either for large are
or single blocks, by those who can profit by having t
property of others condemned for their benefit,

URBAN RENEWAL INCENTIVES

The incentive device built into urban renéwal pi
grams- is to ‘make land -cost redevelopers less, at ¢

“taxpayers’ expense;andto “encourzge “the building -
pay £ 4

improvements on this land by granting tax exemptio
for a period of years, again at the expense of the tz
payers. , . '

These incentive aspects of the urban renewal pl
gram only peck away at a small part of the massi
problem of urban blight. ‘And it contains no buil -

protecton against recurrence of the same ew.ls it

suppose to correct,

UNIVERSAL RENEWAL INCENTIVES.

Far better results could be obtained by putting t
same incentive device on a universal basis--maki
land available at less cost to all by heavier taxes
its rental value--and encouraging new building by
ducing or abolishing all taxes on improvement
This alse would enceurage constant. rehabilitation

- old housing besides stimularing the building of m

housing for residental, business and industrial wuse

The same total revenue now collected from tax
on land gnd improvements could easily be colleci
from the site value alone, since land is now so gen
ally underassessed. -

Experiences with this method of taxation in At
tralia and New Zealand have shown that 80 to. 90
cent of all property owners find a reduction in th
total real estate taxes because the value of impros
ments they put on the land, which are untaxed, grea
exceed the Tand valiés held. And becauie improvemes
are untaxed, people are encouraged to build more &
better improvements,

LAND HOLDERS NON-SERVICE

Proof of the lack of service provided by titlehold
of land is seen in the frequent development of leas
land. The lessees of land sites agree to pay, often
as long as 99 years, the taxes levied on the land val
along with the net rent to the titleholder. Often ar i
end of the leasing period, the titleholder also becom
the owner of the improvements put on the land by t
lessee.

Most people who lease land or dévelop it om
royalty-rent basis surely would prefer to have this la
rent paid to the community in the form of tax becan
this would permit a reduction or even abolition of i
taxes they now must pay on improvements.

Those who own land which is unused or poo
used, without recognizing their economic and mol
obligations to society to pay faitly for the value th



get {rom society are to that extent abusing our country,
cur Free Forerprise system and all those whe live by
their labor and who provide productive capital.

Their. ooly coficern is with net income resulting
from their possession of land, valike persons who own
land onn which theis home is buily, on which they preduce
food as farmers or provide goods and services as busi-
nessmen and industrialists.

The non-productive titleholders of land are vitally
concis:med with tax control; they make this their first

er of business+-in Farf’ their nnTy business. This is

thmn, as indicated prevmusly, by the fact that other
PEUFLE will invest money i dew‘!epmg ’arrf without
owning it outright.

After all, low taxes on tental value of land are
essential to their high profu:s from simply owning that

land, and collecnng rent on it. This explains why, there

“Has Beeii & great inctease in” the ‘number and “rates-of o

non-rezl estate taxes over the years. Such taxes narural-
ly diffuse more widely on people as producers and con-
sumers, thus reducing the tax load that would otherwise
fall on the heolders of income land made valuable by all
people. o '

True capltal results from man’s makmg, ‘saving and
mw}estmg, itis an 1nstrument of positive productive and
constructive service. Contrary to Marxist doctrine,
private ownership of capital does not exploit people.
The Marxists err in thinking that land, a gift of nature
to the moving generations- of man, can be considered
the same as capital. Many people, and teaching econ-
omists, accept this error and they wo treat land as if
it wére ‘true productive capital,

We hive noted the "special interest Iand owner:
have in the way “‘economic science’® is taught, especial
Iy as'it relates to taxation. No 'such monéy-interests
ate involved in the teaching of othier sciences and theis
application to daily needs.

How successful these powerful land interests have
been can be seen in the great numbers of economists,
‘sociologists and politicians who ‘seem to regard as
perfectly natural to Free Enterprise the evil social
results of our present tax structure.

The greatest possible advantage to our people and
country can come through scientifically dictated cor-
rections in the tax area of economic education.

"REDUCED COSTS AND TAXES

Consider these obvious benefits from tax reductions
on labor and capital, and on the products and setrvices
they produce:

Govemment, which buys large quantities of products
and services, would pay less because the hidden raxes
thart raise their cost could be eliminated.

Services provided by the govemment, such as
police and fire protection, - street lighting, sanitation,
schools and roads, would cost less if the land and
material needed to produce such public services also
cost less,

These public services are absolutely essential to
profits of titleholders of land. What would their land be
worth without them? Therefore, the community services
provided by taxes serve to make rental value of land
higher.

Value of land also is increased by privately owned
and operated utilities,. hospitals, churches, and other
providers of -public services. These are paid for in
prices for these services or by free will conuibutions,

They are not provided by the landholders =s such.
Those who pay for these services get no retumn at ail
from titdeholders of land for these added vaives, no
share of the RENT-ef-land.

it follows that the community should collect a
rental vaiue of land in taxes in propertion to the value
the community as a whole adds to the land.

In fact, 'such values, whether due to public or
privately rendered services, are in effect sold back or
rented to the people at a profit. This is entirely due to
the fact that titleholders of land are not required to pay
annual land rent for the value to their land provided by
the people in the first place. '

OLDEST ECONCMIC HOAX

This ‘shortchanging -of the people--a “‘something
for 'ri(')lfhi'n'g"" éfréngéiiiént#i'é” thie oldest ecoiomnié hoax
man has ever known. It is a holdover from long accepted
traditions of taxation, mostly a bad heritage from Eng-
land, Europe and ancient Rome,

People aré not likely w0 think today that slavety
is justified by the fact that slaves once were bought
and sold. Yet morally and economically, dealing in land
is a form of slavery justified only by long practice. Tt

is a way of denying labor and providers of capital their

trtue private earings in order to benefit the private
coliectors of publicly produced and earned Rent-of-land.

WASTE AND TAXES

A good example of expanded costs and waste of
government services is the ncedless suburban sprawl
seen around nearly all cities today, Much of this sprawl
is caused by land speculators who ate permirted to hold
out of use land in the path of those who need it; and
they expect to and do get paid for this disservice.

The increased cost of public and private serving
of these spread-out communities and the increased cost
of commuting to individuals.caught in this simation, is
fantastic. : : :

Ancther needless waste is the- mcreased lmemploy-
ment caused by taxing labor and capital providers far
more than the publicly created Rent-of-land,

Jobs for those willing and able to work are scarce
in direct proportion to the difficulty of acquiring land
and forming new capital. Fewer jobs mean fewer pro-
ducts and services;, which thus become artificially

‘scarce and higher in price. As a tesult, people become

more dependent on private or govemmental aid. The
cost of this relief raises government costs and, in turn,
taxes.

Still another obvious ‘saving would come from
abolishing the multitude of taxes now authorized and
collected; Think how much more productively employed
could be the tax collectors, bookkeepers, auditors and
investigators now necessary to handle our cimbersome
tax structure! :

Our tax system is presently designed in some
substantial part to redistribute wealth and services. If
we distributed these properly in the first place by more
or less exclusive nuse of Rent-of-land as a basic source
of public revenue, abolishing as far as possible taxes
which fall on wages and interest, the waste and costs
of such redistribution would be unnecessary.

People who now live on their personal or corporate
collection of rent of land without, to that extent, making



any real contribution of lzbor or capital, would be de-
prived. of this legalized. form of taking. out of the Free
Eprerprise economy without putting anything of equal
value back into it '

if they wanted to replace the money they formerly
cellected as rent, they would have to become iike others
who make genuine contributions .of labor and. capital in
rerurn for persenal income.

BUDGET LIMITED ~ FEWER TAXES -

' UItImatciy, ‘the use of Rentofland as a basic
source of public revenue would tend to sct something of
a natural budget limit on govermmental spending, costs
and taxes, especially ar state and local levels. How-
ever, if the people elected t0 spend more than their

- matural  public revenue--Renbufdaﬁd--would provide,

they could use the foilowing direct, wisible raxes: in-

come, inheritance and gasoline. ‘All indirect taxes--an .

“affront to free people--should e abolished.’
nother non-tax method of securing revenue, - the
charging of fees for public water and ‘sewer “services,
garbage-hauling and others,. also could be used,

NATURAL PUBLIC REVENUE"

We should think of distribution in this way: Wages
" are the narural income of labor; interest is the nartural
income of the providers of capital; Rent-of-land is the
natural public revenue of-the people. Rental value of
land rises only as the result of population increase and
the combined social and economic activities of govern-
ment and priyvate initiative; therefore, it is. the only
natutal source of public revenue,

A GUIDE FOR CITIZENS

This natural- arrangement of distribution--private
income to individuals and public revenue to the com-
munity-~suggested an- interesting economic and social
concept. to George Mallinckrodt, a scientist, who said:

*“Any pgovemment whose budget exceeds that of
the natural Rentreof-land of -a ¢ountry to that extent
encroach’es on the freedom :and efficiency of private
enterprise.”?

‘As a corollary principle, he suggested

““Limit the extent of government to areas.in which
government action is most efficient so that the areas in
which private endeavor is most efficient may not be
curtailed.”

In the spirit of these thoughts, we could add:

“If government was not caused to do so much to
harm the people, it would not have to try to do so much
to help them.”

MORAL PUBLIC REVENUE - LOWER PRICES

The unscientific and really imnioral taxation in our
country has resulted in far higher prices of land, pro-
ducts and services than these prices need to be. If,
through ‘scientific and moral use of Rent-of-land as
public revenue, and with most of these taxes abolished
and these prices lowered, then government spending,
costs and taxes easily can be reduced, production in-
creased and living standards raised--rather quickly, too.

These results show the real potential of Econo
Scisnce to serve mankind jusily, when spplied with
‘same ohjectivity we expect and get in science inborat
ics and in engincering. Instead, we pger the assured |
results from an economic policy dictared by spec

,pr;v«lege ‘;eekers, political and economist accommo

ticnists  and pmpagaﬁdwm for special tax benefi

. MASSIVE ERROR IN TAX EDUCATION

‘A breakthrough in this maze of outmoded tradit
and special interest taxation is desperately need
Tax education today is based, unscientifically, of
disorganized study of the many taxes enacred by |

lawmakers. Instead, we need study based on the nam

and fundamental prinéiples of Feonomic Science wh

_revext dhat the sources of pubhc Sevepus are Hepe

land, wages and interest; and how we can cause los
prices of land, and of products and services by our;

= of these prmczpies, and Whlch qfﬁ&sﬁ pﬂce Hend:s
rshould cause;

Such a change would mean that we can work w:
not agamst, the free incentives of man and with
markets in an economy unhampered by its presert
haﬁdluaps. The release of Free Enterpiisc from its’
chains will permit the United States to lead ‘the wo

toward unprecedented ecoriomic and social progre

FORMULA FOR PEACE

With ac economic system ‘so cbviously superior
Communist or any other controlled economies, and w
many present social evils ended or greatly mitigap
the Unitéd States can win the woild from the Communi;
without need of war. It can peint the way to.an |
restricted world-wide flow of labor and trade that v
make people more interdependent and less nationalisi
It will induce greater production. of natural resourc
wherever they exist in the word and will encour:
their use wherever needed. The world - can become, ¢
vast free common producton and common market ari

It will, indeed, be a mechanism of ‘‘people
people’ knitting of peace, from the bottom up, so
speak. All attempts at building peace from the top do
by govemnments and diplomats have failed miserably
far. Far more realistic is an effort to secure peace
making people more¢ interdependent economically, e
cationally and in friendship. :

What can we do to bring about these worthy resul|

First must come a reform in tax education, from t
present study of taxes as they exist to the study
revenue sources as identified by Economic Scieni

ONLY IN THIS WAY

Study from this viewpoint will enable our citize
to make the ultimate public revenue decision which t
must make.

The decision is:’

To make more use of the Rent-of-land, at least
per cent of its potential, and less of the Rewards-
human effort, to provide public revenue.

QOaly in this way can we end the pressing probl
of government overspending, high costs and over-t:
ation, and at the same time increase production a
raise living standards and assure greater sccurd
economic stability, prosperity and peace for our peop



