Antioch April 14, 1967

Dear Arthur:

I have agair reviewed the equations along the lines
you sugpgested Tuesday and I am heartbroken to have to say that
they still se m to me to have the same defect: you are building
your conclueion into your premise,

You do it when you say: "By definition E = EB+ tCp'.

For E = Ep +tCyp is what you are trying to demonstrate:
(that rent in the absence of taxes on imprevements and personalty
will equal present rent plus the amount of the remitted taxes. )

We know this to be so for taxes on land values, because
taxes on land valiies cannot be passed on. You and [ suspect it to
be so for taxes on improvements despite the fact that these taxes are
(or even to the extent that they are) passed on.

But how do we prove it? Not, unfortunately, by merely
assuming it!

As I've told you, 1think Zangerle had thie idea also. (He
may have expressed it as "all taxes uitimately come out of rent.'’)
You might want to see how he developed this, if you have access to
his book.

If you don't, Ido (in Chicago), though I don't think I can
borrow it. But I can study it and I will be glad to do this for you if
you wish. I have tentatively reserved it for Monday. If you want me to
do this, give me a call in time.

I hope your visit to Austin was all the success we both
anticipated.

Sincerely,

Weld 8, Carter
Dr. Arthur P. Becker
KX Poitoockdalx 2612 Fast Kenwood Blvd.

Tare RN ICH WK W iasc omineWid v Keex
Milwaukee 53211
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125 Oakwood Drive
Antioch, Riineois &0002
April 9, 1967

Dear Arthay:

1 have proceeded with great care up to Equation 18 oo p. A-10.

There ave a few details that I will quibbie about with you zome day, but -
which I'li pass hors, to gei at most important things first,

P. A-5 formula 7 is wroag: F-F_ is positiveri F,_ is negative.
F-F B-E. 0k :
£ gl {tied)i v and the foilowing

equation should be 1.7 . tJF » Ithink {you so have it in

E  F (5 41) #15 on p. A-%
(not -)
P, A-b 1 believe these tables hold equaily for ¥, , Fy and G \/
P, A-B Same errods in 14 a8 in 7 (above).

B, A-% Equation #17 ie not derived from anything preceding in this
algebraic development; it is what you sellin  out to prove.
%o you may not use it in the subsequent development until
you prowve it.

At the bottom of the page you say 'Then we add the savings
by not paying real estate taxes on improvements and personal

property to the net income of land and gei the capiial value of land. "
How do you know this? We say that taxes on improvements
raiseprices of improvementis by adding to costs and checking
suppiy. Suppose the removal of these taxes simply resoits in
lower prices of improvements by increasing supply ’

P, A-16 Then you simply write this foregoing assumption into equation
18. From this point on your deveiopment scems to depend on
eqﬁv&&ﬁs i7 and 15, neither of which is proven, but merely
assumed., If 17 and 1% are so, then the conclusions follow.
But {irst you must prove them algebraicaily, or you are
guilty o { petitio prineipii.



-2

I believe in the conciusion you are trying to reach, but I want to spare
you embarrassment by poiatiag out that you do not, to me, & most
sympathetic reader, prove this.

i.et m« hear from you, please, promptly, and I will go back at it ae
800n A8 you clear this poini for me.

Sacerely,
| Weld 5. Carter
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STATE OF BUSINESS AFFECTS LAND VALUES 35

cent (5 per eent interest and 1.25 per cent tax rate) equals $12,.
000. In the other ease of an assumed tax rate of 5 per cent, if
the property is assessed on a 50 per cent basis, we would have
a formula of $750 divided by 7.5 per cent (5 per cent interest and
2.5 per cent ‘““‘real’’ tax rate) equals a capital value of $10,000.
It will be thus apparent that the capital value depends upon the
market rate of money, on the tax rate, on the tax assessment and
an assumption of the status quo as to economie conditions and
the existing taxable status of all other forms of property.

It is frequently urged that a tax on personal property bene-
fits land owners in general. Whether a spreading of the tax
burden on a merchant’s stock of merchandise will benefit his
landlord is doubtful. As the merchant is required to pay more
taxes on his personal property, he is less able to realize a profit
and thereforg the landlord may secure less. Hence the land be-
comes worﬂ{ess, by the imposition of personal property taxes
on the merchant or manufacturer. It is equally true if the en-
tire tax is laid on the land that it becomes worth less, all other

things being equal. All of which seems to indicate that a tax of S

any kind finally affects land values.

From the foregoing it is evident to what extent-land values . -

are now nationalized, With the tax rate nearly $3.00 per $100

of assessment as in New York City, with profits tending towards :

6 per cent for the landlord, we would have the state a full one- .
third partner. That is to say, the state gets one-third and the -
owner two-thirds of the profits, except that the gains and losses -

incident to rising or falling of prices go to the landlord subject’

only to the national income tax on increments.

'So long as the state taxes the capital value, regardless of
tax rate, there will remain a capital value. For, as the capital .

~ value results from a capitalization of the profit remaining after == -
" deducting taxes, a capital value will always ensue unless the en. .

tire rent is taken.

Single taxers of California recently recognized that specula-
tion would always ensue so long as the state would not absorb
the entire rent. Henee they proposed an amendment to the
state’s constitution, not to tax land at a different rate from other
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