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I am concerned that the CECD (Organization for Economc
Cooperati on and Devel opnment) is canpaigning to tax nobile capital
wherever it may seek shelter (Harnful Tax Conpetition, April 27,

1998). It tells us that international tax conpetitition is "harnful,K "
and shoul d be stanped out. |Is this just cerenonial, like so much
politics? | fear not. It is nore like a "smart bonmb," with smal
nations' nanes on it. Wen a powerful international politica

organi zation officially brands a small nation as "harnful ," trouble is
brewi ng. Defamation antici pates oppression, conditioning suggestible
mnds to accept it. "The arts of Power and its mnions are the same
in all countries and in all ages. It marks its victim denounces it;
and excites the public odiumand the public hatred, to conceal its own
abuses and encroachnents." -- Henry Cay, U S. Senate, 14 March 1834.

OECD influence reaches deep into the scholarly world, and gets
qui ck action. The National Tax Journal, a scholarly outlet that
shoul d be above political pressures, ran with the ball instantly.
Joann Weiner of the U S Treasury's Ofice of Tax Analysis (OTA), and
Hugh Ault of the CECD itself, and the Boston Col | ege Law School
rushed into print in the Septenber, 1998, issue in a slavish rehash of
the CECD report and reconmendati ons. The journal review process is
ordinarily so glacial that you could discover the neaning of |ife and
take 5 years to get published, but Winer and Ault picked up a Report
publ i shed April 27, pondered, consulted, wote their manuscript, had
it "peer-reviewed" and junped a | ong queue: the Journal published them
just four nonths after the OECD Report itself.

In June, 1999, the sane Journal published two articles, one of
unprecedented | ength (37 pages), on international tax conpetition
(H nes; Wlson). These are in the literature-review ng academ c
style, with henm ng and haw ng, but John D. WIson, the major author,
concl udes: "This assessment suggests a role for intervention by a

central authority ... " - a strong avowal in the context of his
overall tentative tone.
Quite a few academics, |like nyself, do not agree that

interjurisdictional conpetition is "harnful" to the world. W do not
teach that small nations are sneaky free riders. W may not think
they shelter only plaster saints, either, but those who pioneer ways
around foolish or tyrannical tax |laws, however selfishly, may be doing
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a favor to those who passively submt to overweening authorities and
wi sh ot hers would do the sane.

|. Precedents

So the CECD tells us international tax conpetition is "harnful."
You may find their own words in their Harnful Tax Conpetition, 1998,
i ssued as a "Reconmendation to the Governments of Menber Countries.”
Anyone who can stay awake through its deadly prose will recognize a
very live assault on tax avoi dance, which it slyly conflates with tax
evasi on, and an uncritical enbrace of personal incone taxation at high
rates, inposed worldwi de. You may find a readable summary in ny
response of August, 1998, "International Tax Conpetition: Harnful or
Benefi ci al ?"

The CECD ideal is tax "uniformty" anong nations. This has a
famliar ring to any econoni st who follows changi ng fashions in public
finance. In 1955 California |eaders told the voters that interurban
tax conpetition is harnful, because it keeps cities fromraising | oca
sal es taxes. The Legislature thenceforth encouraged every city and
county to inpose a sales tax (the Bradl ey-Burns Uniform Local Sales
Tax Act, Revenue and Taxati on Code Section 7200). The State collects
it, piggyback style, and returns it to each nmunicipality or county of
origin (point-of-sale basis).

A "unifornm sales tax is NOT uniformin its effects. Retailers
inrich locations can bear it and survive; those in marginal |ocations
cannot. It drives a tax wedge between buyers and sellers, which only
the rich |l ocations have the cushion to absorb. The result is
especially to penalize poorer nei ghborhoods and regi ons and
comunities. Thus, in the poor inland counties of Fresno, Tulare,

I nperial, and Stanislaus, sales tax revenues are about 1.5% of
assessed val ues of taxable property, while in rich coastal and
suburban counties of Santa Barbara and Marin, sales tax revenues are
about .75% of assessed val ues.

Bradl ey- Burns has uni nt ended consequences. |Interurban
competition survives, but takes the new form of conpeting to attract
retail trade (and hence sales tax revenues) by overzoning for it, and
by subsidizing newretail outlets in various ways. Those best able to
subsidize retailers are the cities already richer, adding to the bias
agai nst margi nal |ocations. A byproduct of that is a retail vacancy
rate approachi ng 33% an enornous private and social cost. My we not
assune that uniformworldwi de tax rates, a la CECD, would |ikew se
have unforeseen, perverse, inefficient consequences?

Currently, a powerful, or at |east noisy, nove is afoot to extend
the spirit of Bradley-Burns (California s uniform statew de sales tax
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law) to the national level. This is partly in response to the rapid
grom h of interstate internet commerce, free of state sal es taxes.
The idea is to get Congress to override the Commerce C ause of the
U S Constitution (Article I, Sects. 8 and 10) by inposing a Federal
sales tax and returning it as a subvention to State governnents by
sone allocation fornula. The witer has criticized this el sewhere
("Why Sal es Taxes," 2000).

Il. Internal Contradictions of the CECD

It is incongruous for the CECD to fault what they tar as "tax
havens" for distorting world investment patterns when their own

i nternal systens distort investnent on a grand scale. For exanple,
their Report (p.31) brands a nation as "harnful” if it lets a person
deduct costs when the corresponding income is not taxed. That sounds
reasonabl e, and yet that is the standard treatnent of much incone
property in the U S A, the |argest nenber of the OECD. The costs of
ownership - interest and property taxes - are fully deductible as
current expenses. The cash flowis offset by overdepreciation unti
the property may be sold. The resulting nomnal gain (inflated by

| oss of the remaining undepreciated "basis") then gets soft treatnent
as a "capital gain," resulting in a lower tax rate, at a deferred
date, with total exenption at tinme of death. If it is an owner-
occupi ed residence there is no tax-depreciation, but the greater
benefit that there is no tax on the inputed incone, however baronia

t he grounds, however prine the |ocation

111, Wiat is "harnful"?

The CECD says a "harnful tax reginme" is one that "attracts nobile
activities." That is a strangely foreboding outl ook, and inconsistent
with the general belief that public policy should stimulate investing
and j obs and housi ng and ot her good things. Even given the strange
prem se, though, they seemto have it wong. OECD neans that | ow
taxes are harnful - on p.27 they specify |ow inconme taxes. They, and
allied international organizations |ike the EU (European Union) al so
have a history of junping nations whose VAT is too lowto suit them

That view is one-eyed. Good public services, paid by taxes, also
attract nobile activities. Mexico, for exanple, has |ow taxes, but
repels both capital and |abor anyway. A nation may also attract
nobil e activities and factors in two other ways. One is by offering
superior public services. That, for exanple, is how many of us becane
Californians, lured by the State University. The other is by a tax
structure that favors nobile activities without stinting on public
services. This nay be done sinply by targeting taxes on | Mnobile
resources. Let's inspect those points closer.
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A. Richness of the tax base

A jurisdiction may enjoy both high public revenues and | ow
tax rates if it be favored with a high tax base. Alfred Marshall
renowned Edwar di an econom st, warned about the excessive magneti sm of
London, and, within Geater London, of the richer suburbs. Vancouver,
B.C. is another exanple of Marshall's principle. It is such a nagnet
for Canadi ans that the Provincial Government deliberately fosters
devel opnents el sewhere in the Province at the expense of Vancouver
The whol e Province of Alberta is another such nmagnet, thanks to its
monopoly of petroleumin Canada, and its effective systemof raising
Provinci al revenues therefrom The State of Al aska is another nmagnet.
It has the highest taxes per capita of any U S. state, but they are
paid mainly by a handful of giant oil conpanies with favorable |eases
on State-owned |lands. |Its magnet takes the very direct formof an
annual "social dividend" of over $1,000 per man, wonan and child, in
cash. Mre generally, though, the whole world is divided anpng tax
jurisdictions with richer and | eaner tax bases, ranging along a w de
cont i nuum

In all those cases, the "distortion" caused by high public
revenues is in attracting nobile factors, not repelling them It is
an advant age enjoyed by the major CECD nations, vis-a-vis those |ess
favored by nature, by virtue of their occupying the best |ocations on
the planet. |1t seens rather shabby of themto deny nations with
poorer |lands the best recourse avail abl e.

Poorer nations nmay replicate the magneti sm gi ven by natura
advant ages, and attract nobile activities, in tw ways. One is by
mai ntai ning a nore efficient and honest governnent: nore service at
ower cost. This is what conpetition is supposed to achieve in the
private sector: why not in the public, too?

The other way is by adopting a magnetic tax structure. There are
taxes and then there are taxes. The OECD authors are wearing blinders
that keep their mnds glued only on kinds of taxes that penalize and
repel nobile activities. Let us |liberate ourselves fromthat
fixation. There are taxes in this real world - not just in theory -
that do not repel nobile factors, but positively attract them Now
that is Tax Conpetition! The OECD ignores it, and apparently bids us
ignore it, too, for it will enbarrass nations with repellent tax
structures. | will give you sone exanpl es.

B. Magnetic tax structures
The U.S.A with its Federal systemis a great |aboratory for

testing tax structures. The extraordinary growmh of California from
about 1890 to 1978 shook and recast the econony of the U S A, and
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parts of the whole world. It was not done with | ow taxes and ski npy
public services. It was in part the product of a tax structure that
was Magnetic (conpared with other states). California' s natural
advant ages (a mi xed bag) did not promote nmuch growh after the 1849
Gold Rush and the Gvil War, when California growth |agged badly for
20 years or nore while mgrants hastened to the plains states.
Neither did the transcontinental rail connection, conpleted in 1867,
pronote nuch growth. Eventually, though, internal growth-oriented
forces prevailed. California provided superior public services of
many ki nds: water supply and drai nage, schools and free public
universities, public sanitation and health services, public safety,
mental health, transportation, parks and recreation, and others. It
held down utility rates by regulation, coupled with resisting the
tenptation to overtax utilities.

The clinmate was attractive, yes, but it always had been. G owh
now required tax revenues. California s main tax source was an
i mobil e resource: ordinary real estate. |Its tax valuers focused
their attention on the nost imobile part of that, the |and, such that
by 1918, |and value conprised 72% of the property tax base - and on
top of that there were special assessnments on |and. People and
capital flooded in. California becanme the |argest state, and a major
or the |argest producer of many things, fromfarm products up to the
"tertiary" services of banking, finance and insurance.

C. Was this tax conpetition "harnful"?

On the contrary, in a world of self-aggrandizing
governments, intergovernnental conpetition is all that nmakes life
bearable. Conpetition fromnations or cities with rich tax bases can
distort the allocation of nobile factors, it is true, but that is not
what CECD is targeting. Rather, they are targeting the magnetic tax
structures of governnents that are efficient and econom cal

If California conpetition were harnful to the world as a whol e,
we woul d have to conclude by anal ogy that the discovery of the New
Wrld was, too: Colunbus shoul d have stayed home. There was a
negative side to the migration of European and African people and
capital to the New Wrld, yet few woul d suggest that many people, on
bal ance, woul d be better off today in a world shrunk to its eastern
hem sphere.

California becane the second-I|argest producer of cotton, for
exanpl e, displacing a good deal of eastern cotton. The danage to
eastern producers was offset by an equal gain to cotton processors and
consuners, with a net gain from higher usage due to the | ower price.
Eastern cotton | ands were rel eased for other uses, |like reforestation
of lands marginal for cotton. (To the extent this was due to
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subsi di es, and racing for cotton quotas during the Korean War, | do
not vaunt it - but there are few pure exanples of anything in this
conpl ex worl d.)

California attracted eastern workers, tending to draw up eastern
wage rates. The danage to eastern enployers was offset by an equa
gain to their workers, with large net gains fromtwo sources. One is
a nore equal distribution of wealth; the other is a drop in welfare
costs and social problens like crime that woul d have ensued had the
"Ckies," for exanple, had to remain in the Dust Bowl instead of
finding newlives in California. It would be better yet if they could
have becone small | andowners working their own farnms. Steinbeck was
right to dramatize the abuses and shortfalls of the process, but in
this inperfect world we observe what is, without denying that it m ght
and should be better. Wat is involved here is turning usel ess and
even crimnal people into productive people.

California offered a higher return on capital, too. There
energed "the continental tilt of interest rates,” higher in the west,
to overcone the frictions of space and draw eastern capital to where
it was nore wel conme. Note that higher wage rates and hi gher returns
on capital occurred jointly - a result hardly possible in the
i magi nary "2-factor world" (labor and capital) of the neo-cl assica
t heory taught in nost academ es today. Over tine, buildings that wore
out in the east were replaced in California, by the reinvestnent of
cash from " Capital Consunption Allowances" yielded by old capital as
it depreciates.

Did California's vigor seemtoo anmbitious, so as to danmage
others? |If so, as Shakespeare had Marc Antony say, such anbition
"were a grievous fault,” worthy of a knife in the ribs by an OECD
Most econom sts believe, however, that investing is the notor that
drives prosperity, and raising investnent opportunities is the key to
the ignition. | certainly agree. OECD does not. Apparently any
nation pursuing "harnful tax policies" to raise investnent
opportunities would upset sonme delicate bal ance or "grand eterna
plan."

California conpetition did pull up interest rates back east,
hurting sone borrowers. These |osses, however, were offset by equa
gains to savers, with a net bonus fromthe rise of saving caused by
hi gher interest rates. There are those who would intuitively assune
that the distributive effects are regressive, but that is doubtful
In this case the truth is counter-intuitive. Equity earnings in
stocks and real estate vary inversely with interest rates. Equity
val ues are inpacted even nore, because higher interest rates translate
into higher capitalization rates, which nean | ower Price/earnings
(P/e) ratios and | ower capital gains.
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This is too big an issue to settle in a fewwords. |If you find
it counterintuitive, I can only ask you to think about ny argumnent
above. On balance, in nmy opinion, a rise of interest rates has an
equalizing effect on the distribution of wealth, when the initiating
cause is a rise of investnent outlets.

The net "m cro" or allocative effect of higher interest rates is
to nove capital into higher uses, as directors inpose higher "hurdle"
(or "cut-off") rates on their managers. Hurdle rates rose, not
because there was | ess capital overall, but nore opportunities to
invest it productively.

Viewed historically, California' s remarkable 20th Century growh
extended the Anerican and the Canadi an tradition of the western
frontier, in the spirit of Thomas Jefferson and Horace G eeley, as a
"safety-valve" for nobile resources oppressed in the older states. It
[imted the power of the haves over the have-nots, with net gains al
ar ound.

Was California growth the product of untaxing wealth, and dunping
taxes on poor workers and consunmers? The OECD says conpetition is
harnful because it linmts the power of CECD nations to tax "wealth."
CECD inplies it is upholding the interests of labor, in |eague with
Eur opean soci al denocrats. The spokesnen thus misstate the issue,
setting us up for a false and futile debate, fooling both their
friends and their critics. Their premse is that "wealth" is nore
nobil e than | abor. Sone wealth is, of course, but California relied
on the property tax, and, to repeat, 70% of this tax base was | and,
pure |land, totally inmobile anong taxing jurisdictions. The OECD
treats land |ike one of those unnentionable four-letter words. So do
its academ c retainers, many of whomteach that land is just as nobile
as capital. This dogma makes them conpl etely usel ess to anal yze the
OCECD al l egation that a nation's tax regine is "harnful™ if it attracts
nobi | e resources.

Was California growth the product of southwestern pioneer vigor?
That is another seductive hypothesis, but conpare it wi th nearby New
Mexi co. New Mexico is little nore than a Third Wrld Nation
masquer adi ng as an Anerican state. Since before statehood, an
oligarchy of giant |andowners, in the mllion-acre class, have
dom nated state policies and kept taxes off their vast |ands. New
Mexico raises a lower fraction of its state and | ocal revenues from

the property tax than any other state. |Its econom c base, such as it
is, is mainly the product of what Senator Al bert Beveridge of |ndiana
called "the free coinage of western Senators."” New Mexico gets far

nore net federal dollars (spending | ess tax paynents) per capita than
any other state. |In 1998 its "Federal Balance of Paynments" was
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+$3, 697 per capita, conpared to -$2,380 for Connecticut, a "donor"
state (Wsconsin Taxpayer, p.10). That and God's gift of scenery are
about it. In "The Land of Enchantnent,"” The Enchanter has cast a
sl eeping spell on its local enterprise while its Treasury sups on the
nations' taxpayers, and its cattle graze and breed at sweetheart rents
on Federal lands. New Mexico bids fair to be the nost parasitic
state. It has the highest poverty rate and, in its w de open spaces,
nearly the highest rate of violent death in the U S. So nuch for
sout hwest ern pi oneer vi gor

D. Recent changes.

In 1978, California took a giant step backwards by enacting
its "Proposition 13," cutting property tax rates by about 2/3, and
mandat i ng underassessnent of the tax base. The State has rai sed sal es
taxes to new high levels, |eading the nation, as Bradl ey-Burns comnes
honme with a vengeance, with conbined state and | ocal rates up to 8.25%
in some counties. Personal income and busi ness taxes al so shot up
These are taxes that "shoot anything that noves," inposing severe
"excess burdens," and that spare i mobile resources that don't nove -
whose supplies are IN-elastic. The national ranking of its services
began a steep fall; so did its per capita incone. W have fallen to
join Al abama with the worst school systemin the nation. |Inmigration
even changed to outmigration for a tinme, and of those who stay,
California has by far the largest prison population of any state; the
uni on of prison guards is now our nost powerful |obby, and building
prisons is our fastest-growi ng construction industry. None of these
peopl e, prisoners or prison-builders or guards, are produci ng goods
and services for others, but are not counted as unenpl oyed, and our
unenpl oynent rate is above the national average even without them

Frontiers are in the m nds of nen. Today there is a new frontier
in old New Hanpshire, with its poor soils, marshy penepl ains, harsh
climate, inpassable nountains, and | ack of natural urban confl uences.
What New Hanpshire has is the |least repellent tax structure in the
nation: it does not tax personal inconme or sales. 2/3 of all its
state and | ocal revenues conme fromthe property tax, while the U S
mean has fallen below 1/3. Behind the times? Perhaps, but New
Hanpshire under this reginen is prospering like few other states
(Noyes and Gaffney, 1998).

V. Should tax regi nes be the sane everywhere?

A nore efficient governnent would offer superior public services
wi t hout higher taxes; or the sanme services with |lower taxes. 1Is this
harnful ? OECD, and allied international organizations, nake a great
poi nt of commending free markets and conpetition - what they cal
"liberalization" - to borrowing nations. They should, by simlar
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reasoni ng, endorse conpetition anong governments to attract people and
capital. Such conpetition is a major defense against the tyranny that
a nonopoly government can exercise

What about tax "uniformty"? Even if we hold public services
constant, uniformsales or incone taxation does not produce uniform
results. Tax-econom sts acknow edge that in their theorizing as "The
Ransey Rule." Having nodded to it in theory, many of themthen pass
over it in prescribing actual tax policy. They would inprove their
policy prescriptions if they read and heeded Ransey.

A.C. Pigou (1928, pp.105-08), Ransey's patron and a cauti ous
witer, explained it w thout hedging:

"When one source of production yields an absolutely
inelastic supply, ... A given revenue can be raised with

| ess sacrifice by concentrating taxation upon this use than
by inposing uniformrates of tax on all uses."”

" if there is any commodity for which ... the supply is
absolutely inelastic, the formula inplies that the rate of
tax inposed on every other commodity nust be nil, i.e. that

t he whol e of the revenue wanted nust be raised on that
coommodity." (See also Young, 1929, and Stiglitz, 1986,
pp. 161, 404.)

In some disfavored regions, or "lean territory," at the edges of
settlement, the |and generates little or no surplus above the
opportunity cost of the nobile factors. Labor just nakes wages;
capital just nmakes enough to pay interest. |Inpose a uniform GST, PAYE
or VAT and it nakes economic life non-viable at these | ean edges,
because there is no taxable surplus there: you can't squeeze bl ood out
of a stone. The giants of classical political econony |like Smth,

Ri cardo, or MII|l saw this clearly; so had their nmentors, the French
Physi ocrats |ike Quesnay and Turgot. Thomas Jefferson, a student of
the Physiocrats, also sawit clearly, which is why he opposed the
exci se taxes favored by Hamilton, which bore heaviest on the
frontiersnen whom Jefferson represented so well. Hs brilliant
Treasury Secretary, Albert Gllatin, was an educated French-Sw ss

i mm grant who al so knew his Physi ocracy, and had represented the very
region of western Pennsylvania that spawned the "Wi skey Rebellion"
agai nst Hami | ton.

A nodern exanple is "the Backvel d" of South Africa. South Africa
i nposed a VAT with the very purpose of extracting taxes from poor
bl acks there on the poor land. The result was to sterilize the
Backvel d economically, to scorch the earth and drive its people away
to squat in extra-legal shacktowns |ike Soweto, near Johannesburg, and
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The Crossroads near Cape Town. It forced themto survive by hawking
in gray nmarkets on the streets and roadsides, turning also to drugs,
prostitution, and crinme. Wat else were they to do?

A rich place |ike, say, Vancouver m ght inpose a VAT and survive,
but it is not clear that it should, even so. Hong Kong is the
sparkling paragon of a rich territory that enbraced nagnetic tax
policies. As a Crown colony, it redoubled its natural magnetism by
shunning repell ent taxes of nost kinds. |Its public coffers
over fl owed, nonethel ess, because the Crown owned all the | and there,
and did a tolerable job - not excellent, but better-than-average - of
collecting nmuch of the rent for public purposes. Wth a tiny |and
area, it becane a world center of both secondary and tertiary
i ndustry, with a population of 5 mllions, and a high per capita
i ncone. Those who have eyes to see, let them see.

Nati onal governnents not owning their own | and can replicate the
Hong Kong effect sinply by enmulating California of yesterday, and New
Hanpshire of today, basing nost of their taxes on the inmmobile factor
land. Tax capital, and capital flight is a hazard, but |and never
flies nor flees. Tax labor, and brain-drains are a nenace, but |and
stays hone.

V. Choices for the OECD nations
If the OECD nations are concerned about tax conpetition, they
have at |east three choices.

A.  They coul d i npose exchange controls to prevent capita
export, as attenpted by various authoritarian states before world war
Il, and sonme welfare states afterwards. This approach had its day,
and is now a proven failure, although that is not stopping sone
desperate failing Asian nations now fromgiving it another whirl.

B. They can try nuscling small nations into copying, and hel ping
them enforce, their own repressive tax systens. This neans and
requires extending their sovereignty worldw de, as envisioned in the
CECD Report we are discussing. It is in the spirit of the tinmes, in
this age of world cartels, MNCs, the International Tel ecomunications
Union, world radio and TV networks, the M-, the Wrld Bank, the WO
the MAI (another COECD boon), the Trilateral Comm ssion, Interpol, the
world war on drugs, the U S as world policeman, etc. It is sonething
like the Holy Alliance that undertook to police each aberrant nation
of post - Napol eonic Europe, only nore anmbitious: its turf is the whole
world, with no exceptions or refuges, not even any speck of coral in
the wi de oceans.

Any independent force threatens the whole structure, which then
demands not hi ng short of worldw de dom nation: a mnegal omani ac goal

11
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indeed. The IMF' s interimconmttee nust becone "the enbryo” of an
econom ¢ governnment for the world, backing recent calls by M chel
Candessus for the interimcouncil to beconme a body producing binding
directives rather than recomendations (ltalian Treasury M nister
Carlo C anpi, ROVE, Dec 17, 1998 (AFP)). New OECD guidelines are
i ntended not just for nenbers and their territories, but "non-nmenbers
as well. It is, therefore, an anbitious attenpt to create a new
i nternational standard to apply equally to all jurisdictions.”
(Baroness Elizabeth Synons of Vernham Dean, Mnister for the Overseas
Territories, Address to the British Virgin Islands Financial Services
Sem nar, Septenber 1998.)

C. They could reformtheir own donestic tax systens along the
lines denonstrated by California before 1978, by Hong Kong before
1997, and by New Hanpshire today. They could lead us to a world of
beni gn tax conpetition. They could nove away fromextra-territorial
taxation to purely intra-territorial taxation; away fromnobile tax
bases to inmobile tax bases. They are not headed in those directions
today, but if one or two nations can face themdown, they will have no
ot her option. Freedom anywhere foils tyranny everywhere. Tax tyranny
is a balloon: seal every leak, or it collapses.

VI. Tax intelligence

A cognate concern of the CECD is extending the soverei gn powers
of its nmenbers to pry into private dealings in other nations. |ncomne-
tax agents are necessarily voyeurs. They are frustrated and of f ended
by privacy provisions in other nations and, as the OCECD Report nakes
clear, they believe they have the noral authority to pierce those
veils, and to invoke political force for the purpose.

Mist it be so? |Is taxation always at war with personal privacy
and national sovereignty? The OECD Report tacitly prem ses that al
taxes nmust be on a personal (or corporate) basis: what the | awers
call in personam Sone other taxes, however, are |levied on a thing,
or inrem A pure case of inremtaxation is the tax on real estate.
This is a lien on the specific parcel of land, not the owner's other
assets or incone. The land, not the living corpus of the owner, is
the gage. Sovereignty over |and is unanbi guous. Each parcel of |and
is either inside or outside the taxing jurisdiction, regardless of who
owns it, or where he or she resides, or what other assets he or she
may own, or other income he or she may receive, here or el sewhere. No
international tax treaties are needed in order for a nation or smaller
jurisdiction to tax its own land. No information need be demanded of
any other nation or its institutions.

Adam Smith wote in 1776 that if you tax novable capita
("stock"”) it will be concealed or renoved. Wrse, sone forns of
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capital are nore conceal able and renovabl e than others, so a tax on
capital, even on ALL capital, is necessarily nonuniform Know ng the
quantity of nobile capital requires a deep inquisition "as no people
could support” (Smith, p. 800). Today, with instant el ectronic
encrypted international fund transfers, the ability to avoid and evade
taxes on nobile capital has outrun even Smth's vivid insights.

The CECD s response is to call for nore enforcenent, and to
scapegoat small tax havens. To enforce an incone tax today calls for
nothing less than a worldwi de intelligence network with vast powers of
search and sei zure.

It also calls for worldw de thought-control to give it nora
authority and general support. The end of this thought-control is to
crimnalize incone. Since that is too absurd to proclaimin so many
words, the OECD nations have added a step: it is not crimnal to earn
incone, but it is crimnal to do so and not "admt" it and pay a fine.
Peopl e' s m nds have been conditioned to tar that as "cheating," as
though it were a kind of noral |apse. The OECD Report is the |atest
nove in a longtinme thought-control canpaign to universalize that
attitude toward earning incone. One earns inconme nmainly by producing
goods and services, so that mndset is stiflingly, massively
counterproductive. Mre: to inpose a false, self-serving "norality"
on others is itself imoral, in the worst way.

We have cone far downhill since Adam Smith gave people credit for
not supporting deep inquisitions into private affairs. How he would
boggle at the inquisitions "supported" or tolerated today! However,
now it has become clear that inconme taxation cannot endure w thout a
wor | dwi de intelligence network: a worldw de inquisition by the revenue
agents of every nation into the records of every other nation. Here,
| submt, is where to drawthe line. Here is where a determ ned snal |
comunity, jealous and precious of its sovereignty, can defy, puncture
and coll apse a bloated world tyranny. |It's been done before.
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