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The following presentation of the controversy between the Manu-
facturer and the College Professor is intended to set up and answer,
in so far as possible, the following questions:

How can the truths — the facts and principles —of the Science
of Economics be used today to-improve the operation of our Free

‘Egiterprise “Econotiy?  How “can’ this  Scierice” be used to give a”

healthy tone to our Economy so that the size and cost of govern-
ment can be reduced, and we can defeat the Communist threat to
peace? Has the Science of Economics this power?

The power potential of the Science of Fconomics to aid us in achiev-
ing our finest objective is tremendous. It can reveal to us what to do
and what not to do to win a more perfect prosperity, a more equitable
distribution of wealth and services, freedom and peace. It can show us
how to make it easier or Aerder for people —

To produce, save and invest and to keep their savings for personal
use and security.

To secure products and services.

To secure access to land on Which all else depends.

Economic Science can help us to create a “living center” —an
economic environment in which Free Enterprise is an energizing, thriv-
ing, adjusting — solling with the punches — forward-moving and a friend
winning vehicle that will appeal to all mankind.

Noak D. Alper v

Public Revenue Education Council
Room 308 -— 705 Olive Street
Telephone: CHestnut 1-4350
Saint Louis 1, Missourd.
@lﬂﬂ

Copies of this Pamphlet may be had at the following
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1.9 __15c each
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50 and over — 18¢ each
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The Manufacturer vs. The College Professor

on laxation

The Controversy

.. A leading California Manufacturer, Mr. Joseph S.

Thompson, President, Federal Pacific Electric Company
of San Francisco, in an address before the Tax Commit-
tee of the National Association of Manufacturers of
which he is a member, proposed that government derive
its incomie from a “single source.” Dr. H. L. Lutz,
adviser to the Tax Committee, issued a memorandum (*)
in opposition to this proposal in which he said:

“The product of the economy results from the joint
contribution of land, labor, capital and management.
Granted that government costs too much, it is still
trute that the proper way to cover this is by spreading
the tax burden across the board instead of seeking to
concentrate it at any one pomt” (Emphasis ours.)

A Natural Scientific Tax-Structure Exists

The fact that the “product of the economy results from
the joint contribution of land, labor, capital and man-
agement” in no way warrants the conclusion that the
idea of “faxing across the board” is either best or desir-
able. In truth, this idea is most arbitrary and unscientific,
and is dangerous to the Free Enterprise economy. On the
other hand, the very statement made by Dr. Lutz that
“the product results from the joint contribution of land,
labor, capital and management” suggests that a simple,
helpful and natural tax structure is revealed by these
factors: ‘

Tax-Structure to Be Compared

We propose to compare the natural tax—structufe re-
vealed by the truths of the Science of FEconomics with -

1. The tax-structure based on the doctrine of Dr,
Lutz of “taxing across the board,” which is now
well established in the United States. In fact, this
has served for years as a background of tax-edu-
cation in the great majority oi our colleges and
universities,

2. The tax-structure of the Communist Manifesto
which was designed in 1847 by Karl Marx and
Frederich Engels as one that would destroy Free
Enterprise (Capitalism) and advance the Com-
mumnist State.

3. A particular “single source” of revenue for gov-
ernment proposed by Mr. Thompson in his ad-
“dress to the Tax ~Committee of -the -National
Association of Manufacturers.

This comparison and the direct and logical deductions
based on it will show which tax-structure, or proposal —
that of the Manufacturer or of the College Professor —
will best serve the interests of the Free Enterprise system
and the producers of wealth and services. Furthermore,
this comparison will show which tax-structure will be
more apt to increase this nation’s chances of winning the
economic war being waged against it by the Communists.

The Mecning of Taxing Across the Board

What does “spreading the tax burden across the board”
mean? Dr. Lutz suggests its meaning when he says that
the “product is the joint contribution of land, labor,
capital and management.” This statement is back of his
notion that taxation should be made to fall, in one way or
another, on all the factors .of production. Dr. Albert L
Meyers, in his book “Modern Economics — Elements and
Problems,” says that in this doctrine, which he calls the
“Diffusion Theory,” “it is postulated that the burden
should be spread over as many people as possible.”

The doctrine of “taxing across the board,” so far as it
can be explained by the facts and principles of the
Science of Fconomics, means this: Land and Labor are
the two primary factors of production, and Capital, a
man-made or derived factor — derived, that is, from the
first two —is the secondary factor. Economic Science
then logically shows that the product — wealth and serv-
ices (or monetary claimson them)—divides into a three-
way flow, that is, into three Avenues of Distribution.
These are: RENT-of-land, Wages and Interest.(**)
Therefore, “taxing across the board” means the taking
by government of Wages, Interest and RENT-of-land
without scientific discrimination or consideration of the
origin and nature of these shares, or of the effect of such
taxation on men and women, the Free Enterprise econ-
omy, and the national weli-being.

Sources of Public Revenue Bevealed

An important fact is that when we have thus identified
the Avenues of Distribution of wealth and services we

(*) 8-7-51

(**) Management is incliided under the factor Labor and its share
of the rewards of production is included under Wages. Manage-
ment is a most important job classification, but is not a factor of
production, Furthermore, attempts to separate management-labor
from other labor, as Dr. Lutz and most American economists do,
plays directly and unnecessarily into the hands of the Socialists
and Communists. Socialists and Communists believe in the doc-
trine of inevitable “class struggle” between Labor, and Capital

owners and Management; and they seek to drive them apart.
Whereas, the truth is that the basic economic interests of these
groups are miutial. Their rewards depend on the productive
results achieved in a naturally free and ccoperative system. This
basic truth is not and cannot be disproved by the fact that bar-
gaining for wages and working conditions, individually or through
organizations — an essential principle in Free Enterprise — does
take place. Bargaining is not and should not be made a symbol
of the “class struggle”; it is only a method for determining what
wages and working conditions can and should be.



4 THE MANUFAGTURER vs. THE COLLEGE PROFESSOR on TAXATION

have also identified the basic sources of Public Revenue
{and of private revenue as well). This positive and most
useful economic science fact, if known to today’s econ-
omists, is, unfortunaiely, generally ignored. Dr. Lutz
stopped short of the inevitable conclusion that the Ave-
nues of Distribution are, in fact, also the SOURCES
OF PUBLIC REVENUE.

As we have pointed out, the only meaning the doctrine
of “spreading the tax burden across the board” can have
is that all three of these sources of Public Revenue are
to be used by government. It would appear that the
doctrive of Dr. Lutz of taxing all these sources in some
fashion is to be followed in the face of this fact— that
by using the source that is most naturally and most

Revenue than a pump is the source from which
it pumps, such as a lake, watershed, spring, etc.
A tax 1s like a pump. This truth alone, when rec-
ognized, will go far in causing a reorganization of
economic instruction in cur institutions of higher
learning.

2. By recognizing the fact that we have a choice of
one or the other of the two basic sources of
Public Revenue, and by recognizing the further
fact that the one and only basic edministrative
decision we must make, as citizens, is not which
taxr to use but which source to use, or to use
first — RENT-of-land or the Rewards of human
effort.

... ... . . UustqtionNo.l—The Economic Science Tax Structwe ..
The following illustration gives focus and understanding to the basic structure of the Science of Economics
and the Avenues of Distribution which, for our purpose, we will hereafter term the Sources of Public Revenue.

FACTORS of The
Production PRODUCT
(any system)

Capial ] { 1009
Tabor

Land

Services

properly Public Revente, and by refraining from using
the other sources, we can greatly increase the efficiency
of and respect for the Free Enterprise System.

Scandalous Taxz Confusion Can Be Ended

We can end the scandalous amount of tax confusion
that has been imposed on the American people, by cor-
recting the inept and distorted teaching of economics of
taxation in our colleges and universities and through
other mediums. Many intelligent people, who are other-
wise well educated, have been led to believe that our
public revenue problem is one of iexes rather than one
of sources. Never has a more harmful economic error
been made, This error is the cause of much of the tax
hocus-pocus by which many men of Labor and many
Capital-owners, as well as other people, are kept fooled.
This error is the source of endless squabbling and squawk-
ing about taxes — whether to increase or lower rates of
this or that tax — whether to use manufacturers’ sales
rather than retail sales or gross transactions taxes-—
whether to lower the income tax (or abolish it and use
as a substitute, in whole or in part, manufacturers’ excise
taxes) — whether to increase the tax on cigarettes,
liquors, baby food, cosmetics — whether to make utilities
collect more taxes, etc., etc. In this way people are kept
in a continuing state of excitement by schemes that stir
up the tax mess but never end it. We can end most of
this tax nonsense —

1. By recognizing the difference between a fox and
a source — an extremely simple economic science
truth. A tax is no more a source of Public

E—————

)
j — i wezﬁm and /

RENT-of-land

Avenues of
Distribution

{also sources of
Public Revenue)

Interest For All Levels of Government ‘
By “taxing across the board” which
Wages means using taxes which draw in one

way or another from all three
SOUrces.

Three Sources Are Really Two

There is a natural affinity between Labor and Capital-
owners. (Capital is created by laborers who consume
less than they produce, save and invest. Capital-owners
create more capital by this same process.) A demand for
Labor is a demand for Capital, and vice versa. And,
except when obstructed by government or by individuals
or groups of individuals, operating immorally or illegally,
Interest rises as Wages rise and fall as they fall, although
a time lag is usually involved.(*) For these reasons we
here treat Wages, including wages of Management, and
Interest as one basic source. We consider, therefore,
that only two basic sources of Public Revenue exist,
viz. —

I. Rewards of human effort.

2. RENT-of-land.

What Is RENT-of-land?

Before proceeding it is necessary for us to discuss one
of the basic terms of economic science — RENT-of-land
— what it is, how it arises, who really earns it and who
shouid use it. Actual RENT-of-land, and speculative
RENT-of-land, is the measure of the value of land for
use in production, for home use, or for other uses, as
compared with land so poor in desirability that while it
may be used no one can afford to pay for its use. Itisa
value which attaches to land — the factor of production
that is zot made by man. Land is publicly serviced by
all the people, through their agent, government, and by
their privately provided services, including public utilities

(*) Wages and Interest tend to rise and fall together currently,
as indicated, Over a longer period of time, however, should the
amount of Capital be increased in relation to demand, Interest
would tend to fall, thereby taking less of the total product.
Increased Capital would add greatly to production with the bulk

of this increase going as Wages to all producers, as it has tended
te do in the past. However, a shortage of good land could seri-
ously retard such a favorable trend. An artificial shortage of land
is often created either by land speculators or by owners who are
unable or unwilling to develop their land to its highest capacity.
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which are privately financed and owned. Land is in no
way serviced in these ways by title-holdérs ag such. (*)

RENT-of-land is the sum of money a title-holder can
collect from a tenant for the use of a land site or its
natural resource contents. People who want the use of
land voluntarily offer to pay title-holders a market de-
termined rental for the use of the site and, when involved,
its natural resource advantages. None of these community
produced or natural resource advantages are provided by
the titlecholder as such., In truth, the title could be held
by a native of Tumbuktiu, a fifth generation descendant
of the first fitle-holder who, himself, may never even have
seen his property, or by a cat and dog estate, and the
same economic and social phenomenon of RENT-of-land
would occur.

It happens that this same amount of RENT-of-land

which the free market allows a title-holder to collect from
a tenant, is also the amount the people, through govern-
ment —as an agenf, not as a land owner— can collect
from the title-holder. This is his payment of obligation —
his “ground debt.” It is his obligation to pay for com-
munity services as certainly as it is the obligation of a
tenant to pay this sum to a title-holder.

Title-Holders" Rights Not Changed

It must be pointed out that when this balancing obliga-
tion — this payment of RENT-of-land in exchange for
title privileges -— is demanded of the title-holder his legal
right as a property owner remains unchanged. He retains
possession of the land and disposition of his legal rights
can be made as he wishes during his lifetime or at death.
Ownership of all value in improvements and tangible

P P ents gt
personal property, added to or placed in or on the land,
1s assured. The right to enjoy the income that arises from
such privately provided mmprovements, personal property
and services untaxed, should also be assured.

Two Vita Economic Science Facis

Two scientific facts, familiar to practically all econ-
omists, are vital to our presentation. These are —

1. RENT-of-land can be separated from the total
national product by principles of economic science
as surely as cream can be separated from milk,

or minerals from rock and other matter in which
they are found by principles of the science of
physics. This process leaves Wages and Interest
intact. The separation of RENT-of-land frem
Wages and Interest is achieved each day through
the mechanism of the free market as title deeds
to land are sold or as land is leased, with or with-
out improvements. It is due to this fact that we
have a choice between the two basic sources of
Public Revenue, and between the kind of results
we can secure by using one and not the other.
We should, of course, tax the Source that pro-
vides the greatest benefits to all and not the one
that gives unearned gain to a few in special and
privileged positions of socially created advantage,

2. The second vital fact is that a tax placed on the
value of land, or on its RENT, cannot be shifted.
This tax can only be applied on land good enough
to yield a rent; 1t does not fall on the “no-rent,”
yet competitive, marginal or sub-marginal land.
The RENT-of-land payment is paid by the fitle-
holder out of the current RENT-of-land he col-
iects. He cannot shift it to others either in a
higher price for land or for products. Many
readers who have not studied this fact may doubt
its truth. However, if this were not true, there
would be no opposition to the use of RENT-of-
land to support government from those who gain

_unfairly by the present tax-structure. Any text-
book on economic principles that includes a dis-
cussion of land and its RENT will usually give
an explanation of why title-holders must pay a
tax on this RENT, or land value, and why they
camnot then collect more RENT to recover the
amount of the tax paid.

The Tax Structure of the Communist Manifesto
The Communist Manifesto offers three tax proposals:
1. A heavy progressive, or graduated, income tax.

2. The abolition of all inheritances.

3. The application of all rents of land to public
purposes.

These three proposals, if used, would certainly spread

the burden of government costs on Land, Labor, Capital

Musiration No. 2—The Tax Structure
_of the Communist Manifesio

SQURCES of
Public Revenue

(1) REWARDS of
Human Effort

Title to accumulated capital and
much consumer wealth taken by 1060%
inheritance tax to\

N\

Purposes

a. Wages Taken by nger GOVERNMENT s———= For all
b, Interest { Income Tax to / (all levels) Government

(2) RENT-of-land

(*) Title holders to land do not service the land area to which
they hold title as, for instance, newspapers and magazines service
the space they offer for sale with funnies, cartoons, sport and
market news, or as offices and warchouses, hotels and apartment
buildings provide heat, light, fire protection, elevators, sanitation,
etc., or as frains, theaters, and other sellers of gpace provide
theirs. For such service renters of space are entitled to income

and people are willing to pay for what they get.

The RENT-of-land space charge is a tuniversal application of
the old and long established principle of paying for benefits
received, as in special assessment districts formed for making
streets, sidewalks, sewers and the like, RENT-of-land is a2 “pay-
for-what-you-get” charge and is specific. It is not properly called
a tax.
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and Management. By calling for the abolition of all in-
heritances, past accumulations of Capital and practically
all consumer wealth, would be confiscated. This Com-
munist tax scheme, in principle, conforms to the Dr. Lutz
doctrine of “taxing across the board.” It is the stated
intent of the Communists (and Socialists) to destroy
Free Enterprise (Capitalism). This is not, of course,
the intent of Dr. Lutz, nor of the many college professors
and those who offer tax-education through foundations
and industrial economics courses who, knowingly or un-
kaiowingly, support the “faxing across the board” doctrine.
The difference is one of degree, not of principle, The
greater the intensity of application of this doctrine, the
greater the danger to Free Enterprise. Wrong principles
are not made correct by a mere modification in degree of

application, (¥)

Dr. Luiz Proposes a "Single Source” of Revenue

It should be noted here that the effect of using taxes of
various kinds, without discrimination as to basic economic
sources, is really “to concentrate the tax burden at one
point.” This is what Dr. Lutz says we should not do.
His plan, however, does concentrate it largely on the
source we have identified as the Rewards of human effort,
It is in this way that tax relief is given to the collectors
of the publicly created rental value of land which attaches,
not to wealth —man-made objects —but to land, an

object of vastly different origin — a nafural object. Since
this is the generally known effect of “taxing across the
board,” it must be assumed that it is known to Dr. Lutz
and further, that his proposal is made to achieve and per-
petuate this type of tax concentration.

It is a fact that the great majority of people live
entirely, or primarily, from this “single source” of Public
Revenue — the “Rewards of human effort.” This source
is now being taxed by multiple taxes often with com-
pounding effect. It is due to the confusion created by
this multiplicity of taxes that people do not understand
taxation and the great harm that is being done them, who
is doing it to them or why. These many taxes, however,
can in no way alter the basic economic science analysis
that reveals which source is really being taxed most

Cheavily (W) L

The Vital Issue

Mr. Thompson elected to emphasize the necessity for
drawing support of government from the RENT-of-and ;
Dr. Lutz chose to draw this support from the Rewards
of human effort, that is, from incomes personally earned.
Dr. Lutz would allow title-holders to retain the publicly
earned RENT-of-land for personal use. Of course, if
such an arrangement were allowed to persist many title-
holders of land of great value, and their descendents,
could live forever off the productions of others, not

Mushkation No. 3—The Dr. Lutz Theory
Now Applied in the United Siates

SOURCES of
Public Revenne

“TAXING ACROSS THE BOARD”

(1) REWARDS of A TAXES to
Income?
- —I %alef3
a. Wages S l
b. Int'erest} - Taken by Eixcised GOVERNMENT =~ For all
License® (all levels) Government
Inheritance Purposes
(2) RENT-of-land — and Gift?
Taken by General Miscellaneous®

Property Tax

(1) On improvements, tangible and intangible personal property
(and on land value). (2) Corporate and personal (3) Gross
transactions, general and seleciive retail sales. (4) All kinds.

(see details below)

(5) Gasoline, fuel oil, taboceo, Hquors, entertainment, transporta-
tion, jewelry, luggage, cosmetics, etc. (6) All kads. (7) All
forms. (8) Of which there are many.

(*) Millions of intelligent and highly educated people, many of
whom have studied economics in college, have studied the tax
provisions of the Communist Manifesto, But it is highly doubtful
if many readers were aware of the great contradiction in its tax
proposals. It is this: the first two propositions, if rigidly applied,
as the Communists advocate, would utterly destroy the Free
Enterprise (Capitalist) system. Whereas, the use of the third
proposition, alone, would so greatly increase the production and
efficiency of the Free Enterprise System and bring about such a
just distribution of wealth and services that Communism would
be eliminated as a competitor.

(¥*)} Dr. Lutz, in his memorandum to the Government Finance
Section of the National Association of Manufacturers, has identi-
fied this “single source” of public revenue Mr. Thompson would
have government use with what is known as the “Single Tax”
The term “Single Tax” was used prior to the French Revolution
by a group of Frenchmen known as the French Physiocrats.
These men studied government and the effects of its tax policy
on industry and on the people. They proposed the “impdt unique”

~-the “one tax” —on RENT-of-land for support of government,
and that other taxes be abolished. (Among these men was Pierre
Samuel Du Pont de Nemours, father of the founder of the E. 1.
Du Pont de Nemours & Company.)

Their basic idea was observed independently by Heary George,
an American Fconomist, and was thoroughly developed, so far as
economic science and its pattern of “cause and effect” are con-
cerned, in his book “Progress and Poverty.” Henry George
stated his specific proposal as follows: “I'c abolish all taxes
save those which fall on the value of land,” that is, on REN'F-
of-land, one of the two basic sources of Public Revenue.
(NOTE: As long as available, copies of “An Analysis of The
Single Tax (A memorandum by Dr. Harley Lutz),” hy Mr. Jos.
S. Thompson will be sent on request. Mr. Thompson quotes Dr.
Tutz entire memorandum, parenthetically, commenting on each
quotation. The Public Revenue Education Council is primarily in-
terested in exposing the fallacies in Dr. Lutz’ doctrine of “spread-
ing the tax burden across the board and not concenirating it at
any one point.”)
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Tlustration No. 4—The Tax Structhure

rrisaed Fr e an-ﬂn-chrrn- A

AT R s NG B T

SCGURCES of
Public Revenue

(1) REWARDS of

Human Effort and Capital-owners.

a. Wages
b. Imterest J

(2) RENT-of-land

Thanamoar
A SRy AViAe LUCIRPHOIL

- ‘10 be untaxed, and so fully retained by Labor

_—L——-ﬁ- To be collected by Government, as agent, not as

_owner, for the people and for public. use as. the .
“single source” of revenue proposed by Mr. Thompson,
and to be shared by all levels of government
according to the service functions assigned to each

by the people.

making one iota of productive contribution themselves.
This is an immoral arrangement, unblessed by human
experience. This is privilege at its worst! This is the
original “something for nothing” economic deal.

The “"Cause and Effect” Paitern: Involved

The following are well established facts, both of eco-
nomic science and of market experience, and can and
should be used by people, as citizens, in determining how
best to secure revenue for government. Which source
they will choose, or choose first, will be determined by
their knowledge of economic science, their social and
moral concepts, and the results they wish to secure for
themselves and their country.

The market price of land goes down as more RENT-
of-land is diverted by taxes to government use and less
is left for personal use by the title-holder. On the other
hand, the market price of land goes up as less RENT-
of-land is collected by government, and more is left in
the hands of the title-holder.

We further know that, in principle, imposing taxes on
products and services causes products and services to be
less plentiful and, therefore, tends to raise prices, How-
ever, if these taxes are abolished, prices of products and
services tend to be lowered, not only by the amount of
taxes removed and their cost of collection, but still more
by the increased production that will result.

We also know that direct taxes, stch as taxes on the
net income of individuals, taxes on retail or consumer
sales, as well as gasoline, cigareite and other excise taxes
at the retail level, take money (purchasing power)
directly from people. This has the same effect as hidden
taxes which inflate prices and which cause people to buy
less. On the other hand, if we abolish these direct taxes,
this purchasing power remains in the hands of people and
the effect is the same as if prices of products and services
were lowered, enabling them to buy more. (¥)

This “cause and effect” pattern enables us to decide
which source of Public Revenue we will use, or use
first — RENT-of-land or the Reward of human effort.
As we make this decision we are also deciding whether

to make land and products and services higher or lower
priced. 1t follows as certainly as night the day that we
are deciding whether to make it easier or harder for
pecple:

1. To produce, save and invest, and keep their sav-
ings for personal use and security.

2. To secure products and services.

3. To secure access to land.

Possible Results of Our Choice of

Source of Public Revenue
We can be sure that if we follow the Dr. Tutz doctrine
of “taxing across the board,” using more of the Rewards
of human effort and less RENT-of-land, we will make it
harder for people to secure access to land and to ebtain
products and services, and also harder for people to
provide for their own security and old age. As a result

of such a policy the following will occur:

There will be —
Tess demand for labor, and, therefore, fewer jobs.
Lower wages (basic depression conditions).
More slums,

More blocking of the unigue process of control of
Free Enterprise which will tend to increase the
abnormal swings of inflation and deflation and
their attendant evils.

An increase in number and a worsening of the
nature of conflicts between Labor, and Manage-
ment and Capital-owners; and

There will be — A decided trend toward —
A Welfare State
Socialism
Communism
War.
{This is the experience of the United States today!)

{*) We speak in terms of price changes. Techmically, monetary
circumstances might prevent price changes. This will not alter
the conclusion that people will get more or Iess products and

services for their effort as we use proper or improper tax sotirces
to support government.
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Tf, on the other hand, we use more of RENT-of-land
and less of the Rewards of human effort, it will be easier
for people to secure access to land, to obtain products
and services, and to save and provide for their own secur-
ity and old age. As a result of such a policy the fol-
lowing will occur:

There will be —
More demand for labor — more jobs.
Higher wages (basic prosperity conditions).
Fewer slums and, possibly, nomne.

I,ess blocking of the unique process of control of
Free Enterprise which will greatly modify the

abnormal swings of inflation and deflation and

their attendant evils,

A decrease in the number of and a betterment in
the character of conflicts between labor, and man-
agement and capital-owners; and

There will be — A decided tread toward —
A State of Welfare — not a Welfare State
A Free FEconomy — not Socialism
A Free Society — not Communism
Peace — not War.

Politics and Propagandd, Not Loand Titles,
Fix Assessments and Tax Bates

Title to land, the only property right involved when
land is bought or sold, does not guarantee that the rate
of taxation in effect at the time of purchase will never
be increased or decreased. There is not now and never
has been a safe presumption that the legislators, or the
people, will not demand an increased use of the RENT-
of-land source to support government. The very success
of those whose primary income, or a substantial part of
it, is in RENT-of-land, in having the tax burden shifted
from this source to the Rewards of Human effort source,
is no reason why it cannot at any time be shifted back.
And there is no reason to doubt that both Mr. Thompson
and Dr. Luiz are aware of this.(*)

Treat Causes, Not Symptoms

All this is suggestive of the potential benefits of the
Science of Economics which need to be better understood,
and to be taught with the same objectivity found in the
teaching of other sciences. How amazingly different it
wotld be if this science were really free — free from the
ruthless and dangerous influences of those who would
warp ifs teachings so as to preserve great wrongs in
which they now have, unfortunately, an established finan-
cial interest ; and free of the mfluence of those who would
pervert the teaching of economics so as to accelerate the
increasing trend toward Socialism. How different it
would be if the direction of economic teaching had been
toward ridding the Free Enterprise system of its wrongs
rather than toward perfecting a system of “built-in”
economic stabilizers and devices designed to help us co-
exist with them.

(*) For detailed information concerning this successful shift of
the tax burden see our pamphiet, “The Great American Tax
Shift” Single copies {ree on request.

What Is a Geod Deal?

It 15 important for more people to realize that we can-
not correct wrongs in our system without, eventually, cur-
tailing and eliminating the profits based on these wrongs.
Surely it is understood that changes will be made, and in
the economics and social field, generally wrong changes
— simply because the people are coniused and do not
have the true facts. It is indeed unfortunate that some
people in possession of monopoly and special privilege
have ethical standards which lead them to oppose needed
changes even though the changes could be made gradually
without much hardship to anyone. The trouble is they
will not permit any change which they assume will reduce
their income to any degree. If they understood the facts
many would see that their real income would actually

~increase; " Becauge of  their resistance to any slow evolu~

tionary adjustment of these wrongs, pressures build up
and change takes the form of violent revolution or serious
ideclogical changes of socialistic nature by use of demo-
cratic processes. Experience has amply shown the truth
of the statement in the Bible that: “Where there is no
vision the people perish.”

Practical and conservative people, if they are thought-
ful at all, will realize that a good deal is not always one
which makes a profit; it is sometimes one which will
prevent or reduce a loss. Consider what happened in
Russia and in China, and in numerous Furopean, Mid-
Fastern and Far Eastern countries. (Of course some
people insist on living under the delusion that “it can’t
happen here.”) Title-holders of land, because of their
ownership of land and their collection of RENT-of-land
and their shifting of the tax burden, owned most of the
Capital in these countries, Who can deny that had they
made a fair and timely adjustment in their land tenure
system they would have avoided the loss of their land
title privileges, their Capital, and, in many cases, their
lives as well,

Tolstoy in Russia and Dr. Sun Yat Sen in China sought
land reform before the Communists took over all Land,
all Capital, and all Labor (the people). The platform of
the Kuomintang party of Dr. Sun called for the public
collection of RENT-of-land and a reconciliation with
private ownership. However, such absolutely necessary
reforms were blocked by the privileged landed interests
in these countries, and many honest and sincere men, al-
though true agrarian veformers, became Communists,
either voluntarily or under the most severe compulston.

The Tsm That Fathered Communisin

Many who fight Communism know little of and ignore
the *Ism: that fathered Communism. It is common thought
in many parts of the world that it was Colonialism, or
Landlordism, or Capitalism. Yet, while these contain the
basic elements that cause the trouble, they also contain
powers, which, when properly used, could iift the stand-
ards of living of the so-called dewntrodden or backward
people all over the world.

“Farthlordism” best describes the specific and common
evil contained in Colonialism, Landlordism and Capital-
ism. Earthlordism refers exclusively to a feature in these
systems which relate directly to the economic factor, Land.
Farthlords are people who are in the business of charging
other people for living and working on earth. They collect
such a large share of production as RENT-of-land that
they also make it their business to control the peoples’ tax
system so as to bring about conditions which will yield
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the most net RENT even though it is at the expense of
Labor and captal-owners. They seek to promote public
projects and services paid for by general taxes, and public
services produced by private industry and paid for in the
prices of products and privately rendered public services,
and to attract new industry and greater population to the
community ; at the same time they seek to reduce the rate
of taxation on their land value or rental income by resort-
ing to other taxes. Such Earthlords resist all efforts to
restore to people their righiful and natural heritage in
God-given land, even under a méthod which would pré-
serve for theém and their Heirs the exclusive and private
use of land, and all they place in or on the land -— untaxed
{(so far as is possible).

Earthlords, like most American economists and all

Sociajists and Communists, have little or no concern with

truths of Economic Science as they apply to the problem
of Public Revenue, and the welfare of the people and of
the Nation. They either do not know or they do not care
about the scientific difference between Land,and Labor

and Capital, and between RENT-o{-land,and Wages and

Interest and which should and which should not be taxed.
We may be sure that as many as 95 per cent of the people
who either hold land of little actual or potential income
value, or who hold no titles to land at ali, would be direct-
ly and quickly benefited by a proper change in our tax
system. We may also be sure that if men to whom actual
or potential RENT-of-land income is of some importance
will consider the increased value of their other forms of
income and the increased stability and aftractiveness of
the Free Enterprise system which is possible, they
will see that they too will benefit by such changes in
the source of Public Revenue as are so clearly dic-
tated by the Science of Economics.

A system of taxation which benefits only a few cannot
contintte in a country where people are told the truth
about taxation. People are too intelligent to witfully allow
a system to continue which injures them and the future of
their children, and endangers their freedom as well. That
changes will be made are certain; that correct changes
will not be mode is just as certain umnless people get the
true facts as to the cause of their economic and social
troubles and of the economic and moral cause of the
growth of Communism.

An Unfortunate Hoax

With civic pride, and progress as a theme, organized
land dealers and land speculators, boost for new and
larger public improvements, for new mdustries and in-
creased population. They are amazingly successful in
having men and women of outstanding civic spirit, of
professional, church and patrictic groups, and who will
not profit—in a monetary way —one cent personally,
take the leadership of such movements. Success in such
public efforts, of course, makes the community a better
place in which to live and work, and to rear a family.
For a while people, at least some people, will get more
as Wages and in Interest but, as all know who are aware
of economic forces, this will be temporary. However,
RENT-of-land will rise permanently. All people will pay
out more of their incomes, however secured, in taxes;
and the landless will pay in addition more RENT-of-land

to people like themselves, for what today seems to be for
the privilege of living on earth and in communities.
Only unawareness of this fact could possibly cause
homeowners, farm operators, and that great body of
our people who hold no title to land whatever — and who
rent working and living facilities—to believe that their
interest in land and taxes are the same as those who own
valuable tracts of land, whether large or small, and who
collect substantial—often fabulous—amounts of RENT-
of-iand, or expect to do so in the future. Continuous
propaganda and lack of proper education are responsible
for this unawareness — an unawareness which results in
their support of “good” projects to be paid for by taxes
which unjustly burden the people and favor title-holders
of land of income value. With proper understanding
surely these same people would demand that the projects

“of the type mentiotied be paid for out of the values they

create — RENT-of-land, and not out of their personally
earned incomes of Wages and Interest.

Capital-Owners and Labor Have Common
Basic Interests in Toaxation

Men and women, as Capital-owners and as Labor,
should consider, together, today’s tax mess — their great-
est common problem, as citizens. They should consider
how they get their income, whether, basically, from

ENT-of-land — charging other people for the use of
the God-given, or Natural, Factor Land — or from their
personal earnings, Rewards of human effort. Will they,
as individuals, gain or lose money if government is re-
quired by the people to use RENT-of-land rather than
the Rewards of human effort to meet its expenses? Can
they afford to risk either the nationalization of Land,
Labor and Capital as the Communists would do it, or the
draining away of personally earned income as the Fascist
would do it?

Can citizens afford to ignore the fact that in solving our
tax problems economic SOURCES, as opposed to politi-
cally enacted taxes (pumps), are the vital truths to be
considered? Will they continue to permit the multitude
of taxes which conform to the “taxing across the board”
doctrine, and whose real purpose seems to be to confuse
the people, and to prevent them from seeing the cost and
corruption involved in today’s tax mess?

1t is now later than we think so far as correcting our
tax system is concerned, but it is not too late if people
will begin to apply right ideas to the problems. Right
action always follows right thinking and can follow
nothing else.
Whose Proposal Is Best?

Today, as ever, our policy of land tenure and taxation
is the determining element in the success or failure of
Free Enterprise and in its competition with Socialism and
Communism. That is why the basic and determining
issue in this struggle is whether government is to be
supported by the source of Public Revenue called RENT-
of-land, or by the source identified here as the Rewards
of human effort; in short, whether the San Francisco
manufacturer, Mr. Joseph S. Thompson, or the college
professor, Dr. H. I.. Lutz, offers the best tax system for
Free Enterprise, for national strength and defense, and
the good of our people and the people of the world.
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Careful classification and identification of the factors or ele-
ments, and in the development of principles is the first require-
ment of a science. 1f XYZ-1200 is a symbol of one thing, the
symbol XYZ-1201 is the symbol of another; and scientists uni-
versally respect the difference and act accordingly. But does such
a scientific attitude dominate the teaching and use of the funda-
mental factors and principles of Economics today?

If you were asked to classify these items scientifically —a).
prairie land; b). man; and c). automobile — would you place alt
in one class, one of the three in one class and two in another, or
each one is a separate class? (Please answer in your own mind
before proceeding).

. Economics is the science that deals with wealth— its nature,
its production and distribution. Wealth, the basic thing produced

-and. distributed,. is..a. wital term.in. economic.science and, - when-

defined so as to cover what are truly different classes of things,
it can be dangerous to man and to his free imstitutions. Our
object here is to inquire into the definitions of wealth generally
used by economists rather than to define the term. Our present
effort will be limited to a few examples of well known economists
and authors of textbooks.

In a book, Understanding Our Free Economy ), written by Dr.
Fred Rogers Fairchild, Knox Professor Emeritus of Economics,
Yale University, with Thomas J. Shelly as collaborator, we find

- this definition: “Wealth consists of all useful material things
owned by human beings.” Fach of the items mentioned above —
prairie land, man, and automobile —is useful, is material, and can
be owned. Therefore, in accordance with Dr. Fairchild's defini-
tion, they are basically the same thing and so all are wealth.

To show that men can be wealth, Dr. Fairchild says: “But are
human beings owned? The slave is; there is no doubt that he is
wealth . . . The Science of Fconomics therefore considers that
free human beings are not owned, and so are not wealth.” But
can an impersonal Science of Fconomics have an opinion of this
nature? Obviously, it cannot; it is Dr. Fairchild himself, who
says a slave is wealth. If there is a scientific basis for a Scierice
of Economics then he has made a most grievous educational error
in_his definition of wealth, and in his conclusion that such diverse
things as prairie land, man (labor), and adtomobiles (products
of man) are so alike that all can be, scientifically, termed wealth.

Another example of a lack of science in definition is found in
“Economics(®, a textbook written by Bruce Winion Knight and
Lawrence Gregory Hines, of Dartmouth College. In this book we
find the following remarks on Capital, wealth used for production
for exchange or for income. “Economists are agreed in treating
labor as a factor of production distinct from capital . . . In a
slave ecomomy laborers would be regarded as capital by their
owners, just as horses and mules are considered capital in our
society. From the point of view of a society of free men, how-
ever, where laborers are of the society itself and not merely
means of somebody else’s satisfactions, laborers are mot capital.
On the question of whether “land” or so-called “natural resources”
constitute capital, there is some difference of opinivn . . . This
book, however, follows the more general practice of treating land
as part of the total capital.” (Emphasis ours).

The authors consider a man, when a slave, to be like a horse
or mule —and so as property or, wealth or capital. They ignore
the nature of man and his function as Labor in economic science
— his function being a producer of wealth. They ignore this vital
fact in their effort to distort economic science so as to make it
conform fo traditional concepts and customs of property; that,
although socially and politically a sfave, man, so far as economic
science is or can be concerned, is in the category of the factor,
Labor. A slave (man-labor) can produce things (wealth and
services) exactly as can men now recognized by economic science
as being free. No horse or mule has ever created or produced
wealth except through man’s use of them. en a horse or mule
is used by man as an aid to production they are used in the same
sense and in the same way as a tractor, lathe, or as any other
material or tool properly called wealth or capital.

_In considering the factors of economics professors Knight and
Hines say: “In economic classifications, however, agents of pro-

(1) D. Van Nosirand Co. (1952) — pp 16-19.
(2) Alfred A. Knopf (1952) — pp 19-24-25.
(3) Prentice-Hall, Tne. {1949) — p. 541,

duction are typically resolved into a few underlying “factors” of
production on which all concrete agents are based. Thus, there
are “labor,” “capital” (including *land”) and “entrepreneurship.”
It should, of course, be realized that “entrepreneurship” (man-
agement) is only a job classification; it is no more a factor of
production than the job classification janiter, albeit of a higher
category. In economic science, entrepreneurs are Lahor, and must
be so classified if science is to be respected.. Can man, as an econ~
omist, by mete decree alone, inflate a job classification into a
science factor? (The fact that they have logically acconimodated
certain information and theory to make management into a factor
is not sufficient.)

While cconomists may, if they wish, concern themselves with
such things as a “point of view,” “laws and customs,” and as-

sorted "differences of opinion,” they do so not as economists but

“'as men also involved in other categories of studies and human

experience. As economists, they should have a scientific objectiv~
ity which confines them fo “cause-effect-predictability” patterns of
thinking and inquiry. Fconomic science, as such, is no more in-
volved with man’s color, creed, condition of servitude, ideological
considerations, prejudices or wishes, than are the sciences of
physics, chemistry, biology and the like, How, within the frame-
work of sclentific disctimination, can things as different as man —
even when politiczlly and socially enslaved to deny him free
opportunity to produce and to rob him of his production — and
land — an element whose existence is natural and prior to man
—and products — artificial creations of man — be classified in one
and the same category as either wealth or capital?

If, to meet the exacting requirements of science, we consider
land (including natural resources), Labor (man), and Products
(Capital or consumer wealth) as belonging properly in different
science categories, we must consider that the shares of production
allocated to these factors are also in different categories or classi-
fications. Many economists seem to think that economic words
cart be made to inean anything we wish so long as we agree to
accept the meaning given the words, Of course, if such an
arrangement is followed, it may sound logical to say that Land,
Tabor, Capital (or consumer wealth) can all be Wealth, Capital,
or, for that matter, a cat or a dog. Unfortunately for such mis-
conceptions or unscientific assumptions a “cause-effect-predict-
ability” pattern is involved in economic science which pays no
attention to such scholastic nonsense.

Hard facts, such as these, remain: Land is our standing and
working room area and the “mother” source of matter which is
used in making products (wealth or capital); and man, even
when a slave, is the producer and not the thing produced. When
subjected to 2 tax on their value and under given conditions, the
market price of land goes down while the market price of prod-
ucts goes up; whereas, if they were of the same science nature
the prices of both would tend to go up or down together when
taxed on their value. Under some taxes man is encouraged to
spectilate in and to hold valuable land out of use, while under
other taxes he is encouraged not to seek to possess land which
he cannot or will not develop well When economists miss or
ignore such facts as these, or present them in such a confused
or disjointed and spread-out way as not to be considered, let
alone understood by students, should men who have a sense of
appreciation for science and scientific methods in other fields be
surprised at the failure of so many economic scientists to better
serve Man, Free Enterprise or the Nation?

The foliowing is found as a footnote in the book, “Feonomic
Analysis and Public Policy”(3), by Mary Jean Bowman of the
University of California, and George Leland Bach, of Carnegie
Institution of Technology.

“Fconomic rent is simply a different way of looking at elf in-
come shares. All “economic rents” are included under the headings
of labor, profit, or interest incomes. Roughly, economic rent is
simply the return received from property or a service that cannot
be duplicated. Thus profits of exclusive position are a type of
“rent” The difference between the income a weorker receives in
his most advantageous employment and what he could get in
alternatives is a form of “rent.” The difference between the re-
turns to poor and to good land is sometimes termed the “economic
rent” on the good land. The economic rent concept is thus to be
distinguished from “rental income” in the statistics of income:
such incomes commonly include some “economic rent,” buf the
two are not the same ... Since economic rent is included as an
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aspect of three other types of income, it is not considered in
detail here”

1f these forms of income are different why this unscientific
attempt to consider them as one and the same thing? If “economic
rent” is different from other “rents” how does it help education
or help stadent understanding to ignore such vital details?

One of our greatest problems, if Free Enterprise is g¢ver to
capture the respect and favor of mankind, is to achieve not only
additional production per unit of labor, mental and physical, but
also 2 just distribution of wealth as well. The more just the
basic and original distribution of wealth the less likely are people
to accept uniortunate political and socidlistic scheiies for its
“redistribution” via a paternalistic government using a “taxin
across the board” tax scheme.

RENT, called “Economic Rent,” is generally recognized as
the return to land having natural or man-made advantages over

the poorest land in use, identified as marginal or “no rent” kand.
1t is one of the most vital terms of the Science oif Economics,

The “old fashioned” economists, ‘who thotight ‘tnofe "of the dis-

tinctions between things that are different and of the meanings
of the words they used, sought to keep this word from confusing
people by conveying images to them of meanings associated with
the word rent as used in daily living — such as renting a car, a
tool, or a suit, etc. That is why the terrn “Feonomic Rent” was
origiriated and generally accepted.

RENT-of-land (Fconomic Rent)} is directly associated with
the Law of Rent, one of the most basic and significant laws of
the Science of Economics so far as the potential good of mankind,
of the Free Enterprise economy and fair play is concerned. This
Law is often referred to as Ricardo’s Law of Rent. It is through
understanding this Law that we are able to make a clean identi-
fication and separation of incomes of Wages and Interest, from
RENT-of-land. A detailed understanding of RENT-of-land
and the Law of Rent is of the greatest importance in matters of
public and private revenue, especiaily in determining which source
of possible public revente, RENT-of-land or the Rewards of
human effort, we should use or use first so 25 to insure the
greatest possible production and the utmost justice in distribution.
However, when we “collectivize” the different economic science
factors and the shares of distribution allocated by competition to
these factors by tricks of definition, we are assured a confused
citizenry.

A scientific inquiry into economic education today will show
why, even if Johnny can read fairly well in college, he siill will
come out a mighty confused citizen so far as scientific knowledge
of public and private revenue is concerned. Also, when we use
“collectivist” type of definitions we lower ourselves to the kind
of logic used by Marxist economists. Since Marxism, whether
Communist or Socialist types, is a scheme, Marxists have no need
for more precise or economic science definitions, The Marxist
equivalent of the collectivist definitions of tost of otur American
economists is the fabulous expression, the “Implements of Pro-
duction.” This type of definition also suits far too many Amer-

icans who would encourage and defend as private income that
which arises, not from frue capital or masagement {in produc-
tion), but from privilege as rank {as to class favoritism) as any
recorded in the history of Rome, England or the United States.
By the use of such hash-lke definitions defenders of Free Enter-
prise or Capitalism must operate on a “love me, love my dog”
basis —on a basis of defense of the “weeds” as well as the
“yegetables” in our economic garden. However such definitions
may serve Socialism or other forms of collectivism, they cannot
meet the need of Free Enterprise with its basic control through
natural Iaws and by competition.

Since the power of scientific discrimination exists in economic
science as certainly as it does in othér science fields, we can
achieve one class of results, or another —good or bad, as cer-
tainly as engineers can design engines for power, speed, or for
dual purposes by the use of the science of physics and related
sciences. The great social and moral question 1s, of course, which
economic and social conditions we wish to produce for our people
and our nation? Do we want steadily increasing and naturally

. stabilized. prosperity,..or..constant . repetition..of ..the. “boom .and. .

bust” type of experiences of the past 100 years? Do we want
high or low prices (or wages), slum and semi-slum or well
improved housing, a trend towards Socialism or Freedom, or
towards war or peace, etc.?

Ism't it possible that the many serious and seemingly isolated
social, economic and political problems we witness are the result
of a type of economic education seriously defective in basic and
discriminating science? Might not the confusion and the unfor-
tunate and neediess bad results we experience be largely due to
a failure to establish in economic education a true “cause-effect-
predictability” pattern, and so make such education useful rather
than harmful to man? We believe that the sad attempts to use
forms of “logic” that smack of Marxists ideclogy as a substitute
for true science factors and principles (natural laws), and to
make the economics studied in colleges and universities conform
to laws and customs rather than making our laws and customs
conform to matural economic principles, i1s the root cause of our
widening and deepening troubles today.

Economic science is the “key-log” science by which gréat and
happy accomplishments can be ours if we approach it as truth -
seekers and with the reverence due truth, FHconomic science is
the science grossly ignored in this day of Space and Sputniks,
of power conflicts between nations of differént ideologies, between
men called Tabor (QOrganized), and men termed capital-owners
and management; yet it is the science which has in it the poten-
tia] to condition our economic and social environment for a more
noble use of all other sciences, some of whichk we now fear in
one way or another, Economic science is the one which, by re-
vealing to us how to eliminate the basic wrongs now endured
and defended by a few who profit from a capitalization of these
wrongs, and by cultivating and encouraging the proven good in
our system, will help us evolve our Free Enterprise system to a
point where we will be freed of the endless symptoms of evil
of economic and social nature we now treat in vain by Sodalistic
type laws which only tend to compound our real evils.
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