


PREFACE

Astonishing confusion of thoughit prevails on the
subject of taxation. It’s not so complicated as some
writers make it. Our effort is made herewith to
present it simply, hoping to have readers realize
the need for a change more in conformity with

American ideals.
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It is impossible to falk taxes with-
oiif, talking governmeént. One is justi-
fied in saying: No tazes, 1o govéin-
ment:; ¢ government; ne t¥xes,; ‘which
is to say, if we had 1o taxes govern-
ments could not exist, and if ‘we had
Lo govermments, no taxXes would be
necessdry: Al of us agnee that society
eanmot  exist without goverhment,
therefere faxes are a wnecessity. For
jost what food is to thie hirmah body.
taxey are to government, and just -as
the human -‘body can sustain life for
a Iong tipie 'on poor food taken irregu-
larly at wwrong times and in ‘wiong
proportions, g0 government can be §us-
tained for an indefinite period upon bad
taxes that die oppressive, unjust, badl'y
.colleeted and in many respeety injur-
ions; but as bad food finally breaks
down the heatth of the body, so do bad
taxes ultimately desiroy the heglth and
sometimes even the life of the body
politic.

It is asserted that Rome owed its
declinie to bad dystems of faxation as
much @ it did go slavery ifself, Gib-
bons gays the soc1ets_r which was the
Ronian Bmpire was disintegratéd and
unnigde, the produciive geétivities of
her people were suspended by the un-
wise use of faxation during the fourth
and fiffy .ceniurigs.

In A, D, 811 00nstantine yisited the
city of Autun, remitted the arrears
of tribute and reduced the eapitation
tax by 28 per ¢ent. “Thls_tax_,” Ba¥s
Gibbens, “was sSo extremely oppres-
sive either in itself or in the mode of
collecting it, that, whilst the revenué
was increased by extortion, it was di-
milnished by despaic; 2 cons1derable
part of the territory of Autl_m was Ietl
unt:ultiyat_ed.;‘ and great nunbers of the
provincials rathier chose fo live ds ex-
iles and outIaws than to support ‘the
Wexght of eivilized society.” {Déctine
and Fgll, Vol 1, Chap; XLV.)

AT that time the 100 per cenfers were
ho]lermg the loudest and the tax gath-
erers were so -eruel and wiijust i their
extortions that the popular morale was
destroyed, patriotism Idilled and it be-
canie a matter of indiffererce o the
people under which taxing machine
they Yived. The same $pirit was shown
in out own country after this _Iast wa,
when it was oftén sald, “Whit's the
use of trying to make monsy in your
bukiriess when the government COmes
afong and tiakes it away again?’ TLet
thig spitit bécome general dand what
happéned to Rome will happen here,
t-only emphasizes fhe truth of the
saying, ‘““Ihe power £0 tax is the power
to destroy” This power when used
wrongly pérmits tyranny and robbery,

all the more dangemus because ¢arrjed

on under the gmse of law and stamped
with the insignia of justice.

Now the sickness of the body politic
is mhown ‘and known as inequality
{especially shown in the unequal dis-
tribution of wealth), .due latgely to
systems of taxation that invade natuigl
rights. Wherein lies the differsiee be-
twéen our form of government .and
every other form of goverpinedt? And
what is ‘the object of government, any-
how? The dlffel:ence, it sedms Lo the
writer, Hes in the Assertion we make
that govermments derwe their gjust
powers from the congent of the gov-
erned. In no other counfry is t_h;s as-
sertion made, search .through thefr Iit-
eraturé from begmnmg to end sAnd you
will not find it, 4t is pecuharly Amer-
ican. It shows that governmients sare

secondary; and that the governed are
Jprimary; that natural rights weie be-

fore governments aind thit governunients
are organized solely for the mainte-
nance of hatural rights, or, ag gome
say, egual human Tights. This doc-
trine of .patural rights is enuncmted
and emphasized in the History of this




born edual and are endowed with cér-
tain nahenable rlghts Al ofther idess

' d upott thie aris-
toeratic-and paternalistic concept which
agsumes that someé people are born to
goveril the rest, of, as Jefferson put it,
as though they were born booted and
spurted, to ride the rest of humanity.

These two ideas of government are
constantly striving for supremacy in

socléty at all ey, The fact Is, there +

Gever were but two kmds of - govern-
mietit in the world since there was a
wotld, and there cait only be two kinds,
no mgtter Wow: long the world Tasts
thie paternalistic, on the one hand, and
the demderatic; on the other. Between
‘the two extreriés’ are various’ grada-
tioits ealled by various ndmes gt  vari-
dus times, bat the thought is ever the
same. Such cri__es as, “That form of
government is hest which' governs
least;” are but expressmns of 2 belief
in a demoeratic form. Those cries
were much in use in the early history
of our country, and the conflict between
the two iy still going on:- :

There are people today so - imbued
with the paternalistic idea that: ‘they
woukd, @nd 4o, seek to regulate vs in
onr pﬂvate, personial hapits, fern"ettm'r
that whitever virtues we possnss are
not - produced by movernpment, - that
really goverhiwerit is but the expres=;1on
of hoth ocur vittnes and our vices and
not thié cavse, The simplest definition

of ‘demoecracy can be expressed- hy-siy- -

ing “The democratic idea as applied to
government demands that equality. of
fundamentdl rights be recognized ag:a
natiral endowmeiit, to. be- protected: as
a pubhc duty,” fondamental rights
wmeaning the vight to life, the right-to
Hberty; the right to .own property -and
the right to mnuike 4 conmtract. . The
right to. the ownership of property rests
on ‘the proposition that to the laborer
belgng the fruits of hig toil (meaning
labor in ‘the fullest dense lecownwing
that the man who shioves a pen is‘as
important as the one who Bhoves a jack
plane) ; manageriil ability is labor asz
well @y miechaniedl ability; and whether
the fruits 4re the tesult .of one’s own
efforts or are ‘the resnlf of 2 contract
or aré a gift, they bélong to the indi-
vidual g8 against all the ‘world; and no
other. “individual, ‘ne 'mob, no taxing
power has any right to take of these
frity withoig the owner's consent, un-
Tess the taxmg power can show that
the ‘one taxed is its débtor. .And right

.

5, owhiehy states that “dil are

Lzl‘x 5, are [mld ln ths, tend
A géneral-notion prevails that taxes
are paid for the use made of govem-

- mental services.

Tt is said the sutomobilist uses the
roads; therefors let him pay for them.,
If this notion is correct, then bachelors
who do not se the schools shoiild not
pay school tax, or those who never have
a fite showld not pay for fire depart-

ment, and so on for all other pubhc‘

services. Taxes are paid for thé privi-
lege to use. Consider a iember of a
club, he is entitled to all the privileges
ofthe club and for that he piys his
dues (tax) whether he usds them or
not. What the pnvllwe 4§ worth in
goclety is shown. by the value of loca-
tions: occupied. ] .

At the present time taxes for build-
ing and maintenance of roads arée col-
lected prineipally from a gasoline tax
which is finaliy paid 1ot by fhe owné:
of the automobile but by Lis cusgoni-
ers. It can be safely asserted that 90
per cent. of gasoline is used in busi-
ness machines, Every ten-ton truck or
five or two or one ton trusk uses ‘per
mile much more than private carg and
must IIIEVItthy set fts expense of dotng
business, ingluding thé tax, from lts
ciigtomers, the Congnaer; every tam—
cab, every exXpress. wagon, every bus,
every delivery fruck, eveiy dector’e
and lawyer’s adtc must be maitifained
b.‘/ their customers, patients or clients.
Moreover, all autemobiles used in
businiess are going six days a week,
whereas privateé cars woh't average
more than two days a weelk, thus show-
ing. the. still greater use of gazoline. by
mdclunes used for business ‘RIrposes.
The fax is patd by the cistomers. ‘Chéy
are taxeéd hot knowing it, the debtor re-

* ldtionship being ignored: completely,

The one and only thing that shows
the debtor relationship of the mdwld-
ual to the texiig power ig the valae
of the loeation e oceuples in a Com-
munity. Tiécation value ig an absgo-
Iutely sure ref[_ectlen of the worth of
government, To ignore the debtor re-
lationship in Apportioding taxes and

to apportion them on sny other basis

ig to ignore @ porson's natural rlght to
his properEy, which is taken away be-
cause the taxing duthoritiey are given
the powet to take i By the exercise

of this power they deny the right of
'OWIleI‘Shlp' to property as betiween tha

taxpayer and the taxing powérs: But
before going into thlS phase of the gub-

Fd

of .'expedlency "Fhey hold: onlv
‘be Tight which from experience

turtiier, that the distribution of wealth
is a matter of human institytion only_
and. that soclety collectively can do «1‘;
it likes with things privitely owned ;
can place them at the disposal of whem-
soever it pleases and on whatever terms
it chooses; that even what a pet:
son, has produced alone by his individ-
ual toll unaided by anyena he cannot
Eeep it unless it is the wil of society
that lie should do so. Today 90 per
cent, of taxes are collected in decor-
danee with this paternallstle or 'social-
istic idea,

“There should be a eclear distinetion
drivwn 45 to what -are the 1eg1tmmte
functions of government No~ Eovern-
ment has any right {o coerce an ingdi-
vidugl ‘with regard fo his individual
concerns. What a person makes in his
private busmess, either in 3 partner—
ship or in a corporatwn, individaally
or professwnally, is a mafter of pri-
vate conéern. Yet wé geé our systems
of taxation (notably the income tax)
izriore thls and make puhhc whidt
should be kept private, In addition it
apms with mqmsnt ial powers the tax
office, which g permiitted to pry into
private affairs where by right it hag
no business. The thouglt back of it
is patermalistic.

An effort is made through super-
taxes fo equalize wealth. The ery
being that taxes ghould be tevied aec-
cording to-a person’s ability to pay,
one may well ask, doés the taXihg
power givé e Ty abllzty‘? Usually
if 1 have dbility to accumulate T will
also have aHility fo shift ‘the tax to
somebody €lse having less ablhty The
resulf is that the people are in redlity
taxed ot aecordlng to ability to ay
but to Iheir inability to avoid paying.
THhis is shown clearly by Otto F. Kahn,
of Kahn, Lioeb & Co., in & Yitle booklet
entitled “The High Cost of Living” ih
which he gays that the mvestor, m
order o récoup a portion of his income
tax, demand§ securities yielding much
higher rates of interést than formerly,
thug enhanemg the cost of capltal and
1 say when the cost of capital is en-
haiiced, the cost of thé ceminodities
sk this capital enters into is en-
heneed alse, and iy finally pald by the
ultimate donsumer.

¥t it is falr and just and ‘were pos-
sible that the rlch gimply becdise they

appears to them to be wise, They say, '

people ~Xf ene belonne Lo
lod«e or & church OF- any’

pay hlb faie: sh‘tre tuwmdq the stppore
of the organization’ decording. to bene-
fits conferred. Simply because I ‘hive
$6 more than you, who. only have 60
cents, is no reason wiy I should pay
10 times as much as you. The only
fgir tax is one which is - apportioned
gecording  to  benefits conferred: as
shown by location values. :

Mr, Babson, the eminent statistical
atithority; in ore of his bulletins, says :
“Paxation aod its effects on eommod-:
ity prices and living ecosts dre matters
of too litile genersl intelligence. For
the majority of ‘voters ‘this field is left
fiée to somie who confuse if with propa-
ganda for or -against yome issue 4t elee-
tion time” He says that by a datural
Igw of readjustment in the long run
taxes terd fo distribute themselve:s
over the whale commumty, no matier
Wwhere the effort was ntade to collect
them in the first place. It 18 @ false
theory that taxation ean be used as
4an ‘economie highwaymadn to biud<re0n
the rieH %6 a8 to dceoinplish a perma-
nent redistribution of weglth, #dnd it
is surprlemg ty find authoritics agree:
ing ‘that the tawiff is a cotisumption
tax and yet protesting against a sales
tax on the grouwnd that it piits 4 spe-
eigl burdén -on the consumer. What
should be fixeéd in the public mind iz
this ‘triith, thait what - Tovernments pay
out the congwimers pay in. The only”
levy that ean he depended on to lie
wliers the govermment puts it i§ fhe in-
hepitdince tax; 2 dead man cannot pads
it along. X say this is the meanest kind
of 4 tax; for it amounts o taking the
penny off a dead man’s eye. For just
at the time the farmily figeds the money
the most, the taxing duthorities conie
along and rediice their inconie o one-
third, on on average—they practicaly
put a pocket in-the shioud so they .can
rob the dead. Ft being the case that
taxés azie paid by the ultimate con-
sumer, then the problem of taxation
revolves around ‘this question: What
is the projper measure to use in -appor-
tioning faxes to each eonsumer? ‘In
everyday talk 'we sy e tax sugar,
‘téa, coffed, houges, lots, stocks, bonds,
ate. New, 48 a matter of faet, we do
nothmg of the mort: what we really
do is we-tax persons. Persons pay all




jtems  menticned  are

nged b appoeriion
2 s dn 1920 the Fn{io: al
- _m‘ v «uﬂml{\(i from the sitizens
of ihe Bfate of Bavylend F1.O83000
from the consumption of caudy, near-
Doser, iee oreans aod goft drioks. in
Cal sericusness it ean be asked, Does

the consumption of candy, Bear-beer o
iee ¢ream ghow the consumer's debfor
relation to the taxing power, and
should not that relation be shown? If
ihe taxing power puts its hand into
one man’s pocket and takes out $500,
amd into ancther man’y pocket and
takes outb 2100, don’t yon think the man
wiie pays $500 has a right te ask why
he should pay §400 more than the
other? And what will the answer be
toduy?  “You get more, therefore you
should pay moere” or “You use mere
wandy o fobaceo or ice cream,” el
wien the proper answer would be “Be-
ranse v gice reere” Bnppose 1
should put a pistol fe your head and
demand your money, under threal of
Budily harm, what would my relation
e to you? Wonldn't it be that of o
vobloer fo 4 viekim? Dot suppose I meg
voun and presented you with a bidl
showing you owe me $500. The rela-
fien then would be that of a debtor te
a creditor. Now, when any govern-
ment, federal, state or municipal, de-
maiuds your money or property without
uxing a measuce which establiszhes your
debtor relationshin to them, then that
wovernmenl Iz in the first category and
its acf becomes robbery under the form
of law,

The oniy thing that shows yoor
debtor relation is the value of the loea-
tion Fouw occupy. If one lives in the
woos or in a desert, no value appeses,
A acire of land in Atlantic City, on
the JFersey Coast, is worth more than
i thowsand acres in Arizona., A six-
teenth of an acre of bare rock in New
York is worth more than a thousand
cres in Manitoba. Where people live
bogeiher in ¢lose association as they do
'ew York, there is a profit in that
dation and that profit is called
wnt or location valve, which is rent
cipitalized. This value is a reflection
of governmental worth which furnishes
streets hools, police and all utilities
svary to be publicly carried
on.  All ibs activities are reflected in
location values, By eliminating from
" the nssessable basis all items of value
except location value yom have éach
one paying 4s he receives, A just for-
uila for taxation purposes would be
fur everyone to contribute to the sup-
port of government according to the

valve of the privilege be enjory under
That ﬁre‘}&'m'nu :
“Ii ca

the p!u Hage

]*mdi L o what

it mmimul, and m:win we in jand con-

stitute swli aciual property. The value
of libor is shown in the price of prod-
uets. The valhie of public service is
shown in the privilege of land holding.
All walues arve cither lpbor valites or
Iared wvalues. Laber valne comes ag a
Batural right, land value comes from &
legal privilege, the value of labor is
the wvilue of something prodused, the
valne of Tand is Ih(‘ wvilite of the oppor-
tuity to produce.” (From “Taxation,”
Ly John & White.)

“Former Governor Smith Heads Firm
Puiting tIp S0-Story Building,” is the
title of an article in a daily paper. Mr.
Smith gaid it wiil be clogse to 1,000 feet
Ligh, fhe equivalent of the length of
five city blocks. It can house at ome
time, he went on, more than 60,000
people, enough people to match the
population of the City of Troy, three
times more than the population of the
Ciiy of Watertown, 10,000 more than
there are in the City of Binghampton
and three times as many people as are
found in the largest Vlﬂﬂgt of the
Staie

Here we have a city under one roof,
aud the management furnishes every-
thing the average eity furnishes.

The aisles are the sime as streets.

Flewntory are the same as street cars.

They fizrnish water and sewers.

Heat and light, janitor is the same
a8 a garbage man,

Watchman the same as peliceman.

Root garden the same as a park.

Library for wse of tenants.

Hogpital reoms and nurses, and there
iz only a simple charge, namely, the
rent.

The eecupier of the building isn’f
asked what be is worth or what income
he makes. He pays according to the
location he oecupies, 'Whis method s
simple and is handled economically and
is fair. What a mess wonid ensue if
the management should undertake to
charge according to a person’s worth
or according to income; what a num-
ber of lies would be fold.

This method could and shounld bhe
used by our taxing authorities, The
present method in use makes an effort
to ascertain the worth of the taxpayer
and tails miserably. The resultant ef-

20 that
angd offecltive g4d-

fon s nnattninable and g
ce pusues  he total smonnt a
ingn st rothe opportunity
Jive i o0 made wp of his
plus reut. o SERE DT e FLER R
fong wni Conzider i Mr, Smith should
the tenanbs spe(-ul taxes Tor
slevaior service, lght, heat, watchmen,
water, sewers, ete., would it not reduce
the remt he would receive froae his

gpace? Just as the rent would be di- .

minished in his case, so is it diminished
in the larger community by the impesi-
tion of the various taxes now collected
for the use and ownership of goods and
the carrying on of business. Mr. Smith
finds it wiser and fairer to put a single
price {tax) on each tenant’s lcecation.
Any other charges would only reduce
the value of his space.

Leading thinkets in the past have
leld this view:

In a reprint edited by Dr. Jacob H.
Hollander, of Hopkins University, “Tha
Nature and Progress of Rent,” by
Thomas Robert Malthus, he says at the
very outset of his essay, “By the econ-
omists rent is so pre-eminently dis-
tinguished that it is considered as ex-
clusively entitled to the name of riches
and the sole fund which is capable of
supporting the taxes of the State and

~on which they ultimately fall.” In one

part of Adam Smith’s “Weath of Na-
tions” he says the more the inhabitant
iz obliged to pay in taxes the less he
would be inclined to pay for the ground
in the way of rent. Though the land-
lord ig in all cases the real contributor,
the fax is commonly advaunced by the
tenant te whom the landlord is obliged
to allow- it in the payment of rent.
Nothing can be more reasonable than
that a fund which owes ifs existence

to the good government of the stafe’

should be taxed peculiarly or should
contribute something more than other
funds towards the support of that gov-
ernment,”

Where, il can be asked, are the high-
est land values? In the cities.

Who cccupy the most valuable loca-
tions? Wealthy people. (Young Rocke-
feller occupies a million-dollar site n
New York}. So that incidentaily the
tax would be paid by those with more
ability to pay measured by what they
owe, a8 shown by the value of the loca-
tion they oeccupy.

There is only one value that shows
what the privilege of living in a com-
munity is worth, and that is location

valne,  Where close
rent iz high and
nalburat Lz

g i;’zheiw ‘,\,m
Byy Unnh overy

markei |
s 1=-ﬂ‘!mg

L k‘!!

1t is thevefore just 1imi in 11[ pmi:mms
taxes only that valne that re
ciad sevvices shall be considered in fi
ing the ent, Iiy thiz means
aneh one }m s the worth of {he privi-
lé_ e of oconpying a cerizin position in
the community. e gains a certain
profit by occupying that position, made
possbile by govermmenial action whish
furnishes security of fentre in the first
place, and he should pay th{ valus of
what he receives.

It is often asked, “Are the lani
values of the country sufficient to meet
the full demands of taxation.” The
answer is simple; the land values of
the country equal the rent received
by the land owners plus the revenuye
of the Federal Government, plus the
revenue of State, counties and munici-
palities, plus the unrealized valoe of
undeveloped land for which there is a
demand. In other words, taxes and
rent are what is paid to live in society.
The whole problem of taxation hinges
on the method of apportionment ; what
is paid in one form today will be paid
in another form tomorrow, distributed
according to what is owed. With the
repeal of the multiple system and the
substitufion of one tax directly on land
values, capital and labor, freed from
the taxatlon that checks _enterprise and
diminishes energy, will, in full co-oper-
ation with land when the producing
machine iz allowed to run full, result
in abundant fruitfulness, tending to
prevent unemployment. The demand -
for land would incresse. This would .
find expression in an inereased valne
of land generally and a tendency to
put available land to its full use would
ensue. Improvements would be free
from taxzes, sites held undeveloped for
speculation would pay more taxes and
would press for use, creating a fuller
and steadier demand for both labor and
capital, with ensuing higher wages and
greater production and a consequent
higher standard of comfort. The re-
peal of all the various forms of indirect
taxation mow in use, with their con-
sequent interference in private affairs,
is much to be desired, to the end tha*
equality of fundamental rights may be-
come a fact instead of a theory. So
the tAmerlca.n idea of government can
exig




