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made him a great practitioner and will also
make him a great and popular executive.”

TAXATION BLUNDERS AND THEIR
REMEDY

One fundamental blunder in our tax
system is the assumption that the public
must levy upon private earnings to pay its
expenses.

This blunder springs from a failure to
realize that the community has a natural
revenue of its own—the annual rental
value of the land apart from improve-
ments. The value in question is simply
the value of sites or locations due to near-
ness to centers of trade and population, to
the presence of public improvements, to
means of transportation, and to wvarious
natural advantages. It does not include
the value of any improvements in, on, or
under the land. It does not include the
value of a given piece of land due to the
expenditure of capital or labor on that
land. It does include the value of the
franchises of public service corporations.
It is relatively very low in the case of farm-
land, and correspondingly high in cities.

This great fund, technically called land
value, measures the benefit conferred by
society upon the holders, as such, of titles
toland. It might well be termed the com-
community-made portion of the value of
land. Morally and equitably,’it is public
property, and should be used to pay the
public expenses, just as an individual's
earnings should pay his individual expen-
ses. Its annual yield has ali the charac-
teristics of an automatic pubtic revenue—
except that it will not guite collect itself
into the public treasury. It does, how-
ever, flow into plain sight within easy
reach; but our unnatural tax laws per-
mit its absorption by the individuals who
hold land titles—a social blunder akin to
permitting the absorption of the slave’s
earnings by his ‘“owner.”” All we need
to correct the present day error is to in-
crease our present levy upon land values.
We would at the same time, gradually re-
duce to extinction all other revenue taxes.
Be it observed that this involves no aband-
onment of regulative or restrictive taxes,
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or of exemptions of land, as at present, in
certain cases. Of course, it leaves our
existing system of titles to land unchanged.

The adequacy of land values to meet all
public expenses is sometimes questioned,
but not by those who give due weight to
the enormous land wvalues in cities, towns,
and villages. Be that as it may, however,
the industry which now supports both the
government and the land-owners could
obviously support the government alone,
and with no increase of load over the pre-
sent, to say the least!

HOW TO CUT DOWN MUNICIPAL GRAFT.

The laws that protect the private ab-
sorption of land values once abolished, and
this public fund once turned into the pub-
lic treasury where it belongs, all excuse
for seizure of private property under the
guise of revenue collection would vanish,
and it is safe to predict that the practice
would also disappear. The abolition of
these two legal systems of plunder—that
of the land-owners from the State and that
of the State from the worker—would strip
the skulking graft of the policeman or
alderman and the smugger plunder of the
tariff baron or the franchise-grabber of
their most potent ally. ‘‘Easy money”
for some, under the law, suggests and often
even condones ‘‘easy money’’ ‘all along
the line, law or no law. Hence the chaotic
state of public morals which makes it so
difficult to get the upper hand of corrup-
tion in business and politics. Not till the
public has learned to recognize and respect
its own property, and to respect that of
individuals, can it hope for due respect on
the part of individuals for the public pro-
perty and for one another’s property.

Note carefully that it is not because land
valueTis “unearned’’ "by the land-owner
that'lt should go to the “public, but’it is
created and earned” by the public. ¥ This
point”is sometimes “overlooked even by
pretentious “experts,’’[to% the great dark-
ening of their counsel.

Our present taxing methods™ are like
transfusing blood into a man’s arm while
his own blood is streaming from a strangely
unobserved gash in his side. But we have
discovered the‘hlthertu overlooked wound.
We are getting readytu stanch it and per-
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haps to close it and let the patient thrive
upon his own blood—to his advantage,
not to mention those from whom blood is
drawn. To the extent that we prevent
the leakage of the natural public revenue
into private pockets—by the increase of
our present tax on land values—we do
away with the need of transfusion, s. e.,
the taxation of buildings, factories, stores,
machinery, merchandise, railway equip-
ment, live stock, personal property, and
improvements of all kinds. And this,
doubtless, is destined to be the plan of
action.

The recognition of land values as a pub-
lic fund, or at least as a specially appro-
priate source of public revenue, has in the
last several years made a deep impression
on legislation, not only in British Columbia
and New Zealand, Alberta, Saskatchewan,
and Australia, but in Japan, Germany,
and England. It is what gives the Lloyd-
George Budget its unprecedented social
and economic significance. It has re-
cently been urged in several English by-
elections by liberal candidates with such
striking success that the taxation of land
values can not fail to be adopted soon as
a fixed and leading policy of the Liberal
Party. So unmistakable is this trend
that even the Pall Mall Gasette (Unionist)
of June 28, 1912, declares that the ‘“Union-
ist Party must set itself to think out and
proclaim a drastic but practical and equit-
able policy of land reform'’ as a counter-
move to the Liberal tendency toward the
taxation of land values. In the United
States the proposal to exempt all property,
buildings, and improvements, with a
corresponding increase upon land wvalues
including franchises, has begun to make
itself felt in actual politics. Last fall it
was the object of significant, if for the mo-
ment unsuccessful, State-wide campaigns
in Missouri and Oregon. California in
the same election cast an encouraging vote
for a measure for municipal home rule in
taxation urged with similar intent, a meas-
ure since referred to the people again by
an overwhelming vote of the legislature.
The city of Everett, Washington, the
fourth city of the State in size, by a two-
to-one vote carrying every ward and pre-
cinct in the city, adopted a measure of
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AND THEIR REMEDY.

this kind, under the label ‘‘Single Tax
Amendment,’” after carrying it by a slight
margin at the previous election only to
lose it by a court decision on a techni-
cality. To be sure ,office holders, office
seekers, political parties, and pretentious
“‘experts’’ looking only to what they think
are immediate possibilities have, in this
country, hardly taken note of these things
as yet. What they have done has been,
on the whole, to belittle or oppose. But
the public is finding small satisfaction in
following their past advice, and is learning
to look for leadership to others less hamp-
ered and more far-sighted. The people
are hence slowly but surely coming to see
the momentous economic truth that land
values properly belong to the public, and
to show their new knowledge in their votes.

A second blunder akin to that of fail-
ing to recognigze in land values a public
fund, and almost as bad, is the assumption
that a tax is justifiable if only it is in pro-
portion to ability to pay.

EVILS OF THE '‘ABILITY-TO-PAY  DOCTRINE.

The current ‘‘ability-to-pay’ doctrine
fails because it makes no distinction be-
tween ability to pay due to having served
the public and ability to pay due to having
plundered the public. It undertaxes, and
thus fosters privilege. It taxes, and thus
represses industry. It makes of taxation
a mere system of enforced charity, when
it should be the honest, dignified collection
of the public's own natural revenue. To
the extent that this plausible system suc-
ceeds in taxing ability to pay due to useful
industry, it is a system of crude spoliation
or, if you perfer, enforced charity—none
the less demoralizing because legal. It
produces the confusion of mind which lead
to the advocacy of income and inheritance
taxes as well as taxes upon personal pro-
perty and buildings, and thus tends com-
pletely to undermine the security of pri-
vate property, something it would to-day
seem wiser to buttress than to weaken.

But the ability-to-pay doctrine has, of
course, some truth behind it. Obviously
no tax system could successfully fly in the
face of this doctrine. The dismal failure
of the present system is due partly to the
fact that in actual working it falls and is
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bound to fall with great disproportionate-
ness upon the poor, and thus flies sguarely
sn the face of the very principle which in
theory is used to justify it. Let us examine
further into the land-value tax from this
point of view. Would it not prove to be
the long-sought tax—one proportioned to
the shoulders that must carry it?

A tax on the valueof land after deducting
the value of all improvements is primarily
and sufficiently justified as a tax in pro-
portion to benefits conferred by society.
It is merely a payment in proportion to
obligation to pay. Land-owners now get
these payments, and, so far as not collected
in taxes on land wvalues, keep them. A
tax on this fund, with the discontinuance
of all other revenue taxes, would there-
fore put taxation on the correct basis of
oblsgatson to pay for value received instead
of on the sole basis of abslsty to pay. It
would also, however, conform to all in the
‘ abilsty—to-pay'  principle which ss
socially or ethically justifiable; for the
holding of land or franchises carries with
it, as a matter of course, ability to pay
in proportion as it carries obligation to pay,
precisely as holding a ground lease carries
with it the ability as well as obligation to
pay a proper ground rent. And the enor-
mous private fortunes at which income and
inheritance taxes are aimed, with some
show of wisdom, consist in the main of
power to absorb land wvalues, and would
thus inevitably be reached by the new tax as
far as they ought to be reached by any tax.

WHY THE LAND-YALURB TAX I8 NEEDED.

Thus the land-value tax meets the dic-
tate of kind feeling that a tax should be
in proportion to ability to pay, as well as
the inexorable dictate of morality that it
be in proportion to obligation to pay.

Some other merits in the system may be
briefly suggested as follows:

Public collection of land values, through
taxation, would build up a clear and sound
conception of the distinction between pub-
lic and private property. It would give
us a tax that none could dodge or shift—
a tax that could be assessed and collected
with a minimum of expense, without in-
quisitorial methods, and with at least a
reasonable approach to fairmess and ac-
curacy. We should have a tax having all
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the desirable features of income and in-
heritance taxes without their evil features.
We should have a tax that would not
penalize industry, thrift, or any other
socially desirable activity, and that would
discourage, instead of fostering, the great
social wrong of holding valuable land out
of use or inadequately used.

Ownmers of improved real estate, includ-
ing farms, would usually be more than
reimbursed for the increase of the tax on
their land by the exemption of their build-
ings and of other improvements on or in
the land, and of personal property, not to
mention their individual share in the in-
creasing prosperity. For example, a re-
cent and doubtless trustworthy compila-
tion from the official tax-books of Clack-
amas County, Oregon, shows that the
5,407 farmers of that county, exclusive
of tenant farmers and those who hold no
improved land—that is, the working
owners of bona-fide farms—would pay
23.91 per cent. less in taxes on their prop-
erty if only land values were taxed, the
total tax levy remaining as at present.

To turn to an older community, Mass-
achusetts, we find from recent valuations
(1907, the latest at hand) that in the 284
small towns of the State (excluding the
70 cities and large towns) only about 20
per cent. of the whole real estate valuation
is community-made, and hence taxable as
land value as defined in this article.
That is to say, in that State, under a
gystem of purely land-value taxation,
nearly or quite 80 per cent. of the value of
all rural real estate besides all the personal
property would be exempt from taxation.
It is believed, upon careful analysis, that
such a system of taxation, with a proper
distribution of State expenses among the
municipalities, would halve the taxes of
Massachusetts farmers. Obviously, a sys-
tem of taxing only the community-made
values in the land would spell relief for
the working farmer in any part of the
country. He is the man who gets the
minimum benefit from society, and is now
taxed out of all proportion to the little
benefit he gets—with a tax penalty lying
in wait for every improvement he ventures
to make. No wonder his children move
tothecity. * * *—Pror. L. J. JorNsoON
of Harvard in Harper's Weekly.



