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DEDICATION. i

To the uncounted millions of workers in.the only unpaid eccu-
pation in American cities,—those who toil from birth till death at
their profitless task of creating land values for landowners,—in the
sincere confidence that those who have votes will use the ballot and
those who have influence will exert it, in terminating the exnstmg
land slavery in every American city.

The overthrow of the present system of subjecting women and
children who have no vote, and the sick and the helpless to the cu-
pidity of landowners involves a bitter struggle. The only other
struggles in our nation’s history comparable with this one to restore
to “freemen” the right to values they produce, were the Revolution-
ary War, and the War of the Rebellion. Those two wars involved
bloodshed and loss of life, this battle for economic freedom involves
political,—not pariy,—action, bringing to the attention oi all legis-
lators the rights of all the people, and not only of the propertied
classes who have hitherto largely controlled. legislation for their
own selfish interests. While other measures in the warfare to ex-
terminate poverty are necessary, that fight cannot be won, tili the
unpaid creztors of land values secure through taxation of land val-
ues that which they create. :




INTRODUCTION.

The excuse for another book on the taxation of land values is
the failure adequately to tax land values, and the increasing budgets
of cities, counties, states and the Federa.l government, while simulta-
neously, these political units are piling up millions of bonded indebt-
edness. The discussion in the present book, is limited to the taxa-
tion of land values in cities for municipal purposes since here the
necessity of heavy taxation of land values is of most immediate im-
portance.  That similar taxation of land ‘values is necessary for
rural and agrienitural lands, and especially to reach the unearned
gains and values of mineral and oil lands the writer thoroughly
believes, The increase in value of agricultural land from igoo to
1910 amounting to $15,000,000,000 or 118 per cent was not wholly
earned by the owners. ‘

The heavy taxation of land values in cities so as to reduce the
ground rent to a minimom is 2 complex question and has manifold
bearings. For this reason, even at the risk of apparent repetitions,
the subject is treated from several points of view, the relation to the
housing problem,—of fundamental importance in every city,—fiscal
advantages, economic advantages, and social advantages, while the
evil results of present exemption of land values from adequate taxa-

tion are shown in a separate chapter. A briel statement of sources

of municipal revenue in foreign cities is mcorporated because land~
owners m American cities are trying to discover or invent any kind
of tax which can be shifted to those least able to bear it, to enable
them to continue their ill-gotten, because unearned, gains through
icreases of land values. In the chapter on possible methods of
taxing land values in American cities the most important methods
are considered. The conclusion that a higher annual tax-rate on
land values and a small land increment tax are the most feasible
methods of reducing ground rents and securing an adequate revenue
for municipal purposes/—including the cost of many current and
recurring improvements now inet by postponed payments with the
large tribute of interest incident thereto,—will probably be generally

“accepted.

- The small number of cities separating land and improvement
values has made statistical demonstration of the adequacy of the
taxation of land values for municipal purposes impossible for many

v




cities. A few impottant cities only have been selected, and the data

from others not incorporated in the chapter on “Fiscal Reasons for
Heavier Taxation of Land Values,” and general information, will
convince every one that this is an adeguate source of revenus, nor
is this contention denied by landowners. Their sole contention is
that they don't wish to have their own profits reduced. The justice
and necessity of reducing their profits is thoroughly demonsirated
throughout this book.

FOREWORD

The following editorial by Dr. E. T. Devine on the bills gradually
to reduce the tax-rate on buildings and persomal property it New
York, until it is one-half the tax-rate on land and to restrict the
heights of tenements in.the city, was printed under EDITORIAL

- Grist in the SURVEY for the week of June 1oth, 1g11. It is re-

produced with Dr. Devine’s permission, but does not commit him
to endorsement of the thesis of this book.

THE CONGESTION BILLS
Epwarp T. DrEvINE

Senator Sullivan has introduced into the New York Legislature
the bills recommended by the New York City Congestion Com-
mission, the effect of which would be to reduce relatively the rate
of taxation on improvements as compared with land.

The change is one which would have far reaching beneheent
results. It would force unoccupied land into use, imcrease the
supply of new tenements, and so reduce rents. Yet it would do
this by favoring builders and owners of tenements rather than by
putting new and additional burdens upon them. Of course so
far as it encouraged new buildings it would diminish the monopoly
advantage of present owners and builders, and from the point of
view of the public interest this is exceedingly desiralde.  With
the pressure of population in New VYork there is no difheuity
about fillimg any tenements or apartments of any clags if the rents
are reasonable, and by reducing the relative taxation on buildings
both old and new we increase the chances of reasonable rents,

Another good effect of the change would be to encourzge the
building of factories on land now unoccupied. While T am not
in favor of allowing more factories to be built in the congested
quarters of Manhattan Island, there are abundant suitable factory
sites within the limits of Greater New York which it would be
advantageous to have used in this wav. If our population and
faciories were properly disiributed there would be no ground for
complaint as to congestion. Increasing the relative taxation on
anoccupied land, and dimnishing the tax upon buildings and im-
provements tend to bring about this distribution,

If so great a change as halving the rate of taxation on buildings
were made suddenly it would involve an element of injustice,

i
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but to distribute this change over a period of five vears redices
that element {0 the minimum cousistent with making any desirable
change whatever. If, again, there were no restrictions on heights of
huildings, fireproofing, ctc,, the proposed change might increase
congestion on Manhattan Island by encouraging owners of Iow
huiidings to build higher, and the owners of unoccupied iots to
mvest all the money they can raise in building skyscrapers and six-
story tenements; but there are already many restrictions, and it
is proposed by another pending bill to introduce still others lmiting
future tenements north of 181st streel to four stories. It is better - i
that any unoccupied lots on Manhattan Island should be built upon
than that the large unoccupied tracts in other boroughs should f
remain unoccupied while the pressure of population is as great as
it now is. If we are not satisfied with the conditions vnder which
office-buiklings and tenements are now being erected in the Luilt-up
poriions of the city, let us by all means make them more stringent,

These two polides—eéncouraging the use of unoccupied land,
and determining in the most drastic way the conditions under which
Buildings, especially tenement buildings, shall be erected—are con-
sistent and complementary.  These are the particular measures
recommended by the congestion commission which bear directly
upon the subject of congestion, and they represent a policy which
sooner oF later we shall have to adopt. 1t will be better for the
present generation and that of the immediate futore if it is adopted
LI LERE
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CHAPTER L

THE LAND QUESTION AND HOUSING REFORM IN AMERICAN CITIES.

 Summary of Chapter.

Most housing reformers in American cities have failed to see the
relation between the land question and housing reform. A sample
attitude is that of the Tenement House Committee of the New York
Charity Organization Society, which stated recently with regard to
bills before the Legislature making the rate of taxation on all build-
ings onc-half the rate of taxation on all land, they “are not consid-.
ered as bearing directly on the improvement of housing conditions
or the refief of congestion.” Cheap land is, however, essential to
good housing for wage-earners at reasonable rents. Ieavy taxa-
tion of land values will mimimize land speculation, make and keep
land availably cheap, enconrage the substitution of healthy tenements
for dark disease breeding ones, reduce rents, and encourage home-
ownership by wage-carners. Foreign housing experts agree to the
necessity of heavier taxation of land values. This has been cm-
phasized by speakers at International Housing Congresses. The
English Royal Commissioners on Housing recommended in 1885
taxing “land available for building outside of towns at 4% on its
selling value.”  The minority report of the English Royal Conmmis-
sioners on Local Taxation in 1901 recommended that the site bear
heavier taxation than the structure, and that there should he also
a special site value rate to be charged also on unoccupicd property
and on wncovered land.

CHAPTER i1

THE MORAL SANCTIONS FOR HEAVIER TAXATION OF LAND VALUES.

Swmmary of Chapter.,

Usless any measure is morally just no plea of economic or fiscal
expediency will justify its adeption. The heavy taxation of land
values in cities is moral because land values are created chiefly by
the Iabor and industry of the entire population, and by the improve-
ments made by government at the expense of the community. Land-
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owaners in cities do not usually take, but make f!‘)l\b ti}.ﬁnigi} {13511‘6
for speculative gains, Laod values are essentially different from
any other vahies such as those of agricultural pt'o‘dUCtS,F mamiiac-
tred goods, etc., because land values are the creation of Sc‘ma,.l ef-
fort not paid for by the owner, who takes -ot‘he}"s as a condition
of their using values they themselves create. It is immoral &y secure
the fruits of others’ toil without giving them somethn;c 1 refurn,
but this the landowner by securing ground rent does, siuce he taxes
the users of land “all that the traffic will bear” on Vall.if:»\:ﬂ':hj:}}' col-
lectively ercate, The owner of fand has no more morzi sight o
demand permanently as large a net return upon the price he has
paid for land or its full value in the market than a man has.te}
demand damages from the Federal government when a protective
tarifl upon articles which he manufactures is 1‘§duced‘{f;}r.§he pu'gfm
lic good. Like the beneficiary of the protective tariff, the land-
owner has never been wmorally entitled to the special 1.)1’1V\’zi’*.ge_he
enjoys of taxing others. To upnde 3 wrong is mOl.‘al and net pm-
moral.  The owners of land adequately improved w111.usualiy bene-
fit, however, by a lower tax-rate on buildings and a higher tax-rate

on land, but this change should be brought ahont gradually, En-

dorsement of halving the tax-rate on huildings by the Federation
of Churches in New Vork City,

CHAPTER 11i,
RESULTS OF TAXING BUILDINGS AT THE SAME RATE AS LAND.
Summary of Chapter.

Taxing buildings 2t the same rate 2s land vaines 1'.esu_lts in the
reverse of good government; it makes it as hard as possible for a
man to do right and as easy as possible for him.to c'lo wrong. -It
Puts-a premium upon sloth and the gambling: spir}t, discourages in-
dustry and fetters enterprise. The bresent exemption of land values
from adequate taxation puts the burden of government upon those
least able to bear it, and levies upon widows, consumptives and
children for the support and protection government Z:l.‘PfOI'dS to .the
wealthy., It discourages home ownership and 1n111t?,tes ag_ra‘mst
family life in tenements. It encourages extravagance in municipal
szﬂvm:nment, because the landlords can shift a large part of the
taxes levied on their property on to their tenants, Taxation on
industry and buildings instead of land values has thus stimu_ia_led
also the policy of “postponed payments” becaum? owners of im-
proved properiy do not want their total taxes raised, as they are
under a uniform tax-rate on buildings, personalty and land values.

X

CHAPTER TV,
ALLEGED OBJECTIONS TO ITEAVIER TAXATION

OF LAND VALUES.
Summary of Chapter.

In addition to the general objection that heavier taxation of land
values is “conﬁsca_tion of pfoperty rights and immoral” it is claimed
that it “will create a panic in real estate,” and “result in the calling
in of loans,” that “adequate transit lines alone will prevent specu-
Iation in land without heavier taxation. of land values” that
tax-rate on land than on buildings
tional,” that “other sources of wealth are ag
increments of land values,” and that *
increment of land values by a super t
recoup the owners for any decrease,”

‘The experience of Vancouver, British Columbia, where all
buildings are exempt from taxation, shows that no panic will regalt
irom a gradual reduction in the tax-rate on buildings and final
exemption thereof, and that money can bhe secured for construc-
tion of baildings although a low tax-rate ont land values does not
prevent land speculation because it does not secure for municipal
purposes encugh of the ground rent. The judgment of many fnan-
ciers, and heads of organizations for constructing houses for Wage-

much ‘unearned’ as
if the city secure part of the
ax on the increases it should

7 ing t involve a panic as clajmed Re-
liance upon transit lineg. alone to prevent speculation in land muer
mean either so many, as to be a great and Unnecessary cost o
the city or as experience shows, chiefly a means of making fortnes
through increased land values for landowners along the routes. The
United States Supreme Court has given an opinion that “The Four-
teenth Amendment was not intended tg cripple the
of the states or 4o mpose upon thern any
The power of taxation is fargely legislative,
and “all the incidents are within the control of the legislature,” so
that the constitutionality of heavier taxation of land than other
property seems pretty definitely determined.
other incomes are ag “unearned” as Tand ine

posed to tax land values including increments
purposes leaving othier “unecarned” s
Fovernments, for the Present at least.
Since the increase in land values is due only in small measare
to efforts of the owner while guvernment secures only a small part
of the increment by a land increment tax it is perfectly proper that .
a city. should secure g share of hona fide inereases in land values,

axing power
iron raole of taxation.”
state courts have held,

It is true thas maty
rements, and it is pro~
L1 cities for municipal
rees to the state and federal
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above the cost of improvements—such as SEWErS, streets, efc.—
without incurring any obligation 1o recoup the owner for any de-
crease in land values except those for which the city 13 directly

responsible,

CHAPTER V.
ECONOMIC REASONS FOR TAXING LAND VALUES HEAVILY,
Summary of Chapler.

Ist. A tax on indusiry is shifted to the consumer or laborer
whenever possible. _

2nd.  Industry has not yet begun to bear its own burden,

3rd. Industry taxed will remove from the jurisdiction of the
taxing power because industry takes risks and landowning does not
in the same sense nor to a similar extent.

4th. Industry must provide safer conditions for workers than
it has hitherto.

sth.  Government already exercises through State Depariments
of Labor, the Interstate Commerce Coumnnission, Public Utilities
Commissions, etc,, much closer supervision and conirol even now
over the business interests of the country than over the landed
interests. :

6th.  Adequate taxation of land values will release large sums
of money for other purposes, stich as constructing buildings, and
tend to reduce interest rates.

CHAPTER VI
SOME FISCAL REASONS FOR TAXING LAND VALUES HEAVILY.
Summary of Chapler.

1st.  “The patrimony of the state must not be impaired,” while
too “taxation must be equal” and these conditions heavy taxation of
land values meets. '

2nd. The tax upon land cannot ordinarily be shifted, and a
tax which can be shifted is always bad from a fiscal point of view.

3rd. Land cannot be hidden as can other sources of revenue,
and as its value is always increasing automatically, it is a certain
and definite source of income—which can be most readily and
cheaply collected. ' '

4th.  Taxation of land values is an adequate source of revenus
for every city in America.

xii
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5th.  Heavy taxation of land values would reduce the annual
municipal expenditures for the acquisition of land for municipal
purposes. '
6th. Heavy taxation of land will facilitate the reduction of
the city debt, ‘
- 7th.  Higher taxation of land would encourage the logical and

ccoromic development of cities,

_ CHAPTER VII ,
SOME SOCIAL REASONS, FOR' TAXING LAND VALUES HEAVILY.
Summary of Chapter.

From a social point of view the relation of adequate taxation

of land values has the broadest significance. Taxation which will

secure.most of the ground rents is the most mmportant measure in
the extermination of poverty. It is not a substitute for the elimi-
nation of the middlemen who increase the cost of commodities that
every family must have, nor (as a municipal tax) for tariff reduc-
tion. It does not take the place of the enforcement of sanitary
laws, nor the prevention of accidents and industrial diseases any

more than of consumption. The “single tax” even for municipal -

Tevenue will not either, stop the waste of inefficient méthods of

industry. The attainment of these desired ends, however, is prone

to inure to the benefit of landowners instead of the workers.  From
a social point of view the elimination of all wastes with the con-
sequent reduction of the minimum living wage for any city, by
the cost of such eliminated waste, is the next step in efficient de-
mocracy. Adequate taxation of land values will reduce the cost
of living by $20.00 per family up, for different classes in cities.

- From the. social point of view, too, the demoralization and loss
of self respect of those who are obliged to appeal to charity when
they would not be obliged to do so except for continuing injustice
and expleitation and inefficiency is worthy of censideration, and
this will be greatly reduced by adequate taxation of land values,

Conservation of self-respect is essential, Many of the tasks of
organized ‘charity weuld be lightened by such taxation of land
values as would break-up the existing organized land montopoly.

xiii




CHAPTER VIIL
sOURCES OF MUNICIPAL REVENUE IN SOME FOREIGN CITIES.
Summary of Chapter.

Landowners in their desire to postpone heavier taxation of
their land values, will suggest many other sources of municipal
revenue. The taxes of some foreign cities show " how successful
landowners have been there in providing substitutes for taxation
of land values. Berlin has industrial taxes, taxes on incomes, res-
taurants, dogs, department stores, antomobiles, brewing malt, tem-
porary vendors, exchange of property and trade taxes. Paris still per-
sists in putting a premium on darkness by taxing doors and windows
and secures about $21,000,000 a vear by the octrol tax on goods
entering the city gates. London raises nearly two-thirds of i3
revenue by public rates on real estate, which is largely paid by
the occupiers. Berlin, London and other cities rely upon ‘‘munici-
pal trading” such as gas works, tramways, elc, and taxes upon the
gross or net receipts of private companies conducting such busi-
ness for revenues, tut these as well as most of the mtnicipal taxes
are shifted ultimately to the consumer. Dearer gas, dearer food,
and more carfare injure wage-earners and revenue from such
sources is a bad substitnte for taxing land values. Most of these
taxes are also costly o collect.

The taxation of land values hitherto has been largely confined

in Germany to land increment taxes, the plan adopted in Fngland -

for national revenue. Vancouver, B. C., has abolished all taxes on
buildings, and some cities in the Austratian Commonwealth have
adopted a higher rate of taxation on land than on buildings, es-
pecially on unimproved land. :

CHAPTER IX.
POSSTBLE METHODS OF TAXING LAND VALUES IN AMERICAN CITIES.
Summary of Chapter. o :

Several methods and degrees of taxing land values are possible:

1st. Lower assessment of buildings than of land, and reduc-
tion in assessment for depreciation of buildings through age.

and. A lower rate of taxation on all buildings and personalty
than on land,

3rd. Exempting all buildings entirely from taxation.
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sth. - Exempting from taxation certain buildings which con-
form to a high standard of excellence, either for a term of years,
or permanently.

sth. Assessing all public improvements upon property benefited.

6th. Excess condemnation of land.

7th. Taxation of increment of land value.

8th. Municipal ownership of land.

The most immediate, practical, economic, and just method of
taxing land values in American cities—in which land and improve-
ments are separately assessed—is a heavier rate of taxation on land
values through a lower rate of taxation on all buildings and per-
sonalty. -

Halving the tax-rate on buildings and personalty within the
next few years is the next step towards securing freedom from
existing land slavery. The total exemption of buildings and per-
sonalty from taxation will properly and naturally follow gradually.
The land increment tax despite its great administrative difficulties
is a practical and universal method of recovering for the community
its fair share of the community created and earned, land values.
The other methods enumerated are limited in their application, or
cumbersome at best, and do not conform to the American standard
and ideal of equality and justice, although temporarily feasible. Just
taxation of land values and a land increment tax will furnish ade-
quate revenue for every American city and be the most effective
step that cities as governmental entities, can-take to exterminate
poverty and to regain their cities for the people. ' '
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CHAPTER I.

The Land Question and Housing Reform in
' American Cities

A series of articles which has. been running in The Survey
on “The Housing Awakening in America” records the strivingss
of several American cities to secure, not only the abolition of the
slums, but as well the provision of good homes for their workers.
The recent organization of the National Housing Association with
a Board of Directors who have been prominent in housing reform
in cities throughout the country is another indication of the recog-
nition of the prevalence of the housing problem. A careful study
of the series of articles. on “The Housing Awakening” referred to
and of the publications of the N ational Housing Association shows
adequate emphasis upon the necessity’ for more restrictive housing
legislation, such as Limits upon the heights of tenements, the pro-
portion of the lot area that may be occupied, provisions as to cubic
air space o prevent room overcrowding, and the determination to
eradicate slums and vaults. The movers for housing reform have
appreciated the necessity for cheapening the cost of housing
material, and of therehy reducing the cost of constructing tznements,
so encouraging home ownership and helping to lower rents.

MNot only the omission, however, of any reference to the rela-
tion between the taxation of land vaiges and the housing question,
but as well, the actual denial by many housing experts on the
directorate of this Association of any vital refation between the
taxation of land valuwes and the housing problem indicates the
failure to appreciate a fundamental feature of their program.

The New York City Commission on Congestion of Population

Housing
Reform Legis-
lation in
America chiefly
restrictive io
dute,

after nearly a vear’s study of cavses of congestion of population -

and room overcrowding and methods of preventing these twin evils,
prepared bilis providing for making the rate of taxation on all
buildings in New Vork City one-half the rate of taxation on all
land.

In a printed memoranduim on these two bills, the Tenement

Heuse Committee of the New York Charity Organization Society,
of which Mr, Lawrence Veiller is Secretary, actually reported ihat-
they “are not considered as bearing directly on the improvement of

Some housing
experis deny
divect relation
between tora-
tion of land
voles “and -
good: housing.




New York City,
with worst
housing condi-
Hons in the
world, has
toxed buildings
heavily, lends
Tightly.

Intelligent
housing ve- -
formers must
reason from
couse to effeck

housing conditions or the relief of congestion.”* The fact that Mr.
Veiller s an alleged expert on housing and also Secretary of the
National Housing Association necessitates an analysis of his concep-
tion of the housing reform which presumptively he would inculcate in
cities throughout the country. Unfortunately his point of view is
altogether too currently accepted. In an article in The Survey of
November roth, 1910, Mr, Veiller states, “New York distinguished
for having the worst housing conditions in the world, but long t.he
leader of housing reform in America, continues that leadership.
Her 7,000 privies are now a thing of the past, and her 100,000
windowless bedrooms are fast disappearing.” Tn his book, “Housing
Reform,” published in the same year, My, Veiller states, “The con-
Jitions in New York are without parallel in the civilized world. In
no city of Turope, not in Naples nor in Kome, neither in London
nor in Paris, neither in Berlin, Vienna, nor Ruda-Pesth, not in
Constantinople nor in St. Petersburg, not in ancient Edinburgh
nor modern Glasgow, not in heathen Canton nor Bombay are to be
found such conditions as prevail in modern, enlightened, twentieth-
century, Christian New York. In no other city are there the_ saine
appalling conditions with regard to lack of light and air in the
homes of the poor. In no other city is there so great congestion
and overcrowding. In no other city do the poor so suffer from
‘excessive rents; in no city are the conditions of city life so com-
plex. Nowhere are the evils of modern {ife so varied, nowhere are
the problems so difficult of solution.”

The pride of participation in the leadership of housing reform
under which such uncivilized and unchristian conditions exist and
continue, evidenced in the above statements, is a matter of passing
interest. '

The important point for those interested in securing good hous-
ing conditions in the cities, and towns as well, of this country, is
the inevitable result admitted, and due in large measure to the fail-
ure to set into operation or rather to release for natural operat;ion
those economic forces which would. tend to abolish many of the
housing conditions, noted by Mr, Veiller, in New York City, and
which exist to lesser or greater degree in nearly every large city in
‘the country. The New York Tenement House Law, enacted in
1901, and adopted unfortunately as the precise model by many other
cities in the country, is a wonderful example of restrictive legisla-

* In justice to some members of this commiitee, it should be stated that they
disclaimed knowledge that this statewent was included and do not agree
with it,

tion, in most respects carefully drawn. The size of bolts to a frac-
tion of an inch is laid down. Certain provisions are made as to
fireproofing, although four story. tenements, are not so safe as higher
ones, tending to excuse if not actually to encourage the construction
of higher ones. -

Most of the restrictive leg'*islation@?f this New Tenement House

Law is valuable, and in certain respects further restriction should

be enacted. The height of tenements in outlying districts should be

restricted to four and three stories, or even less; and the proportion
of the lot area they may occupy should be decreased. The cubic
air space to be provided for each occupant of an apartment should
be increased and some provision made for the prevention of the
overcrowding which on grounds of health such-a regulation attempts
to prevent. : T

- But the existing restrictive provisions, admirable though they
may be, have not served to reduce room overcrowding nor conges-
tion per acre. Most of them have actually increased rents and
hence room and apartment overcrowding and congestion per acre.
When a family has to choose between having enough rooms to com-
ply with the impulses of decency and privacy or even with the inade-
quate requirements of the New Tenement House Law, and having

Restrictive
housing legis-
lation essentiol,
but must be
safequarded by
lower tax rafe
on buildings.

food, they default on the housing, health, and moral safeguards, -

and take in lodgers so they may buy food. Doubtless their.logic
seems vicious to the owner of land, but it is. general and they cannot
be too seriously blamed, at least as long as in New York City public
relief in their homes is not permitted to'the victims of restrictive
legislation,” on the one hand, and a policy of lpissez faire on eco-
nomic causes of poverty on the other hand. An apparent -dilemma
faces every housing reformer of the result upon the wage-carners
of the community of additional restrictive measures. Is it really
worth while to secure stricter housing regulations, if the inevitable
result will be higher rents, and a lower standard of living for the
wage-earner, including the taking in of lodgers with the conse-
quent disruption of family life? The dilemuma is only apparent,
however, since while restrictive legislation alone will increase rents,
its influence can be largely counteracted by such heavier taxation
of land values as will terminate the ability of the landlord to shift
on to the tenant, in higher rents, the loss entailed upon the landlord
by legitimate restrictive measures, s

This will be seen by taking up separate objects of the housing
reformer to see what he wants to accomplish. It is admitted by
practically every economist, as shown later, that the proportion of

3

What housing
reformers
wani o
aecomplish,




Abolition of
wHSOREATY
conditions,

the tax which is levied on the land i5 paid by the landowner or land-
lord, and that that part which is levied on the building is shifted on
to the tenant. * In other words, if all taxes were taken off buildings
and put on land, the landowner would pay the taxes, and the tenant
would escape any payment of taxes whatsoever, thereby practically
reducing his rent to this extent. The heavier tax-rate on land will
also compel the adequate improvement of land in order to meet the
carrying charges. M. William . Harmon, a well-known real
estate operator, with realty interests in many cities throughout the
country, testified on this matier hefore the New York City Cornmis-
sion on Congestion of Population: “Probably the best way to solve
the problem of congestion would be to double the tax on vacant
land, thus reducing the tax on improvements, I you increase the
tax on land you force construction to offset the carrying charges.”
The housing reformer is naturally first concerned,——since ia no
large American city can the factory population be immediately
shifted from the unsanitary tenements they are occupying to better
ones in the suburbs—with improving the conditions of old tene-
ments. : :

Among the evils existing in old tenemenis are vaults, dark
rooms, and general unsanitary conditions.  Admittedly, taxing land
valtes alone will not abolish vaults nor dark rooms. These twin pests
should be remedied by sumpiuary legistation, vacating. houses - in

which the former, and rooms or apartmenis in which the latter are.

found.

Nothing can excuse the cowardice with which American cities
have permiited the continuance of such conditions, because landlords
have had almost complete control of legislative bodies, and in many
cities have been able even to thwart the administration of remedial
laws: - .

Two American cities, Washington and Chicago, have - secured

. legislation empowering the demolition of unsanitary buildings unfit

Autpmatic ¢f-
fect of heavier
taxation of
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SREOUFRFING
sowiiary Ccor-
ditions,

for human occupancy. New York and ‘several other cities have
authority to vacate tenements that are not adequately ventilated or
are defective in sanitary-arratigements. - Such derpolition or vacating,
however, is always difficult to secure, because cotrts are unalterably
opposed to interfering with property rights if they can avoid it. On
the other hand, the heavy taxation of land values wotld be an auto-
matic incentive to the demolition of unsanitary tenements for two
reasons. First, old buildings are—if the assessment is even fair—
assessed for a relatively small amiount, while the Iand is assessed in
the huilt-up sections of every city, rather high, A heavier Tate of
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taxation on land than on buildings would mean that the property as
a whole would pay more taxes,than under a uniform tax—rét_é -on
both land and buildings, and by far the larger pait, in many cases
practically all of the tax, would be upogy land values, which the
owner must, in large measure, pay himself, since he cannot shift it
upon the tenants.

Second, the higher tax-rate on land values will, as testi-
fied by Mr. Harmon, force construction to meet carrying
charges. This is true, not only of vacant land, but of land
which is underimproved, that is, whose improvements are not
adequate to the district. In most cities, a normal improvement
is assessed for at least twice as much as the site. . There are, how-
ever, in nearly every city, conditions similar to those in the lower
part of Manhattan, generally known as the East Side. AIthough
the majority of the buildings in the district bounded by Grand
Street, the Fast River, Manhattan Bridge and Fourth Avente

_ are five and six stories high, there are, in 1911, fifty-seven parcels

of land entirely vacant, seventy-two with only a ome-story build-
ing, one hundred and eighty with only a two or two and a hali-story
building, and four hundred and ninety with only a three—étory or a
three and a hali-story building. A heavy tax on land would compel
better improvements than a three-story building in this section of
the city, not necessarily implying that more people should live in

these sections, but a larger supply of tenements, and incomplete as

is the New Tenement House Law as to lighting of rooms, its sanitary

requirements are far superior to those preceding it. The teridency of"

a surplus of good tenements is just the reverse of the tendency enun-
ciated in Gresham’s law of currency; good tenements tend to.drive
out bad tenements by reducing the demand for them. An alternative
to demolishing houses unfit for hiiman occupancy at the owner’s cost,
or keeping them permanently vacated, is the English method of de-
ﬁ‘%olishing unsanitary tenements and paying the landowner richly for
his property while the ity proceeds to construct healthy tenements
'for those displaced. This method of clearing unsanitary areas, as it
is designated, has been advocated for American cities; but recotrse
to this atrocious method of paying the landlord for permitting the
det"erioratimz of buildings can be entirely obviated by vacating such
buildings and taxing the land at such a high rate that the :}x-vi{ér will
be obliged to improve it adequately with suitable buildings. Since
51’1511 property is not producing any revenue, it is ohviou‘;s that the
higher the rate of taxation on the land the greater the inducement to
the owner of such unsanitary buildings to substitute therefor healthy
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revenue producers. The converse is also true, that the present uni-
form rate of taxation on land and buildings discourages the sub-

* stitution of a new healthy tenement for an old, cheap and unsani-

tary one by penalizing the owner with heavy taxes. The incentive
a higher rate of taxation on land than on buildings gives to the
wiping out of slums at the expense of the beneficiaries of slum
property, instead of at public expense, is apparent.

The relation of the taxation of land values to housing in new
communities and undeveloped sections of ritieg is equally patent.

Cheap land is essential to proper housing of the wage-earmers
in American cities. Taxation of land values as well as adequate
restriction upon the height or volume of buildings, and the pro-
portion of the lot area that may be occupied is essential to keep
land so cheap that wage-earners may afford homes, in the true
sense of the term. Partly because the New Yaork City Tensment
House Law has been copied in so many American cities, we are
prone to think of housing in terms of multiple famiiy tenements
three to five stories high. Ia point of fact, however, three stories
should be the maximum height for tenements in every American
city except in the centers where existing land values make this
impracticable. Such centers will in most cities gradually be given
over to business and commercial purposes. The standard for
housing enunciated for the Dritish worker by Alden & Hayward
in their book, “The Housing Problem,” showdd be adopted in
American cities:

“*The minimum for the average working man’s family is a cheap but
well-built house with four or five suitable rooms, together with a
guarter-acre garden, or at least a fair-sized courtyard. The site should
be a healthy one and the house perfectly sanitary, well-lighted, well-
ventilated and well-drained. And this accommodation must be supplied
at a low rental, or it will be found beyond the means of the working
classes.”

The value of land is determined by its accessibility and its
net rental value. A high rate of taxation of land values reduces
the selling price and makes it cheaper, Single taxers claim the
right of the government to secure by taxation a large part, if not
all, of the rental value of land. Most housing reformers will not
go as far as this yet, but will, nevertheless, agree as to the desir-
ability of preventing land speculation as a means of keeping down
iand values and the effectiveness of taxing land values as a means
of accomplishing this. :
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The selling price of land is determined by the capitalization
of the net rentals from the maximum intensive use permitted.

“Thus if forty families may be legally housed in a high tenement

and six per cent net is the usual return, the owner will ask a

price for the land which, with the cost of constructing the build-
ings, will yield a return from the rental at current rates, $4.50
to $5.00 a room per month. If onlgr three families can legally
be housed on such a lot, the net return of six per cent upon the
value of the land will ensure a lower price. Since, except in
crowded sections of a city, and with abnormal demand for hous-
ing accommodations, the tax upon land cannot be shifted” to the
tenant, while the cost on buildings can be, and is' so shifted, a
reduction of even ten to twenty per cent in rent will be a great
relief to the rent-payers, . e., all tenants in American cities—as
well as people who are trying to own their own homes. A $2
tax-rate per $100 of assessed valuation is a common tax-rate
where real estate is assessed at full value. With such a tax-rate
the total taxes upon a tenement accommodating twenty families
assessed for $25,000, on a site assessed for $15,000—a total of

$40,000—would be $800 a year. Of this $800, $500 is the tax upon

the building and $300 upon the land. If buildings and personaliy
were exempt from taxation, the tax-rate on land would be in most
American cities somewhere between $3 and $4 per $100 of
full assessed valuation, depending, of course, upon the relative
assessed value of land and buildings and persomal property on the
basis of which value the tax-rate is determined. Taking $3 as a
maximum rate of taxation on land, however, the total
taxes on the tenement property would be only $450 or
$350 less than with a uniform rate of taxation on land

and buildings of $z. Since the owner must pay the taxes

on land and cannot shift this on to the tenant he will have
to pay $150 more than under a uniform rate of taxation. At the
same time, the total amount of taxes on the propeity is $350 less.
To what extent wili the tenant profit by this reduction? It is
apparent that the owner of the property can reduce his total rentals
for twenty apartments by $350 and still make the same net profit
as under the uniform $z tax-rate. This would mean a possible
reduction of rental of $17.50 per apartment. If we assume that

each apariment was renting for $180 a year, this would mean a

reduction of only about one-tenth in the rental, which, nevertheless,
is worth while. There are several other factors and economic
forces which would operate, however, to reduce rentals if land
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were more heavily taxed. The increased tax-rate of $1 means only
1 per cent additional charge for taxes, 3 per cent instead of 2
per cent, that is $150 a year more on an investment of $15,000.

A fair system of assessment of land is assumed, of course, in
this statement, and with this a vacant lot next to a lot assessed for
$y5.000 with a tenement assessed for $2z 000 is also assessed for
$rz000. The owner of the vacant lot is, however, paying asscss-
ments for sewoers, strocis, sidewalls and other public improve-
ments which are necessary to attract population or is putting these
in at his own expense. Ilis carrying charges on the land are
probably at least 3 to 4 per cent in addition to interest at 5 per
cent to 6 per cent. On the other hand, he is aware that if he puts
up a tenement similar to his meighbor’s he will be saved, if his
tenement be fully occupied, $35¢ a year or nearly I per cent over
his charges under a uniform rate of faxation on land and huildings,
which he can offer as an inducement to attract tenants. There are
thus the inducement to build and the penaity for not building in-
pelling him to put up such a tenement, while in addition the higher
tax-rate reduces the selling value of hig land, and the consequent
amount of the community earned merement of ground rent which
he would sceure under a uaiform rate of taxation on land and
wildings. 1 the rate of taxation on land were, however, $3.50
or $4, instead of $3, the inducement to improve lis land would be
that much wgreater. Iven under a %3 tax-rate upon land, and
the resultant Iarger number of tenements competing for tenants,
it is apparent, however, that the owner of tenement property would
reduce rents by more than the total saving in taxes of $330. To
what extent he would do this is, of course, problematical, but it
would probably be by at least the $750 extra taxes on the land
which hie must pay and formerly could shift on to the tenant, plus
the $350 saved in taxes on the building or a total of $5oo0, i. 2., $25
for every one of the twenty tenants. The same proportiomate re-
duction of rents would naturally be effected in a tenement assessed
for $5,000 to accommodate three families on a lot assessed for
$1,500. o : _

The direct saving to the prospective or would-be owner of his
own home is equally demonstrable. Tt is not germane o discuss
here the relative advantages or dis_advantages of having the un-
skilied worker or even the skilled artisan own his home under the
present conditions of indusiry. That thefé cannot be any ultimate
solution of the labor problem but one which makes the ownership
of private property possible for the majority of the urban popula-
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tion of the country stands to reason, and does not require any argu-
ment in ‘this country where the ownership of private property has
beenr and will continue to be a fundamental conservative safeguard
of democracy. Classification of property, and regulaticn of prop-
erty rights, is distinct and apart. from the abolition of private prop-
erty, advocated by some extremists. )

 Whether the wage-earners own their homes individually or
collectively through owning shares in co-operative building associa-
tHons, or membership in savings and loan associations, they will
benefit by a lower tax-rate on buildings. Of course, if a wage-
earner bitys even a single lot of land for the speculative increase
in land value, he should be treated exactly as any other land
speculator whether he owns one lot or as 2 real estate company ad-
vertises 20,000 lots.

With a uniform rate of taxation of $2 the owner of a home
assessed for $1,500 on a lot assessed for $500 would pay in taxes
$40 a year. With a tax-rate of $3 on land and no fax on buildings
he would pay only $15 a year in taxes, i. ., would save $25 a year,
that is one-thirtieth to one-twenty-fifth of his total earning.

If the owner of the house has been able to buy only the lot out-
right and to pay $500 on the price of the house, borrowing ihe
balance of the cost, $1,000, at § per cent interest, his annual interest
charges will be $50 a year. The saving in taxes with the exemption
of his building from taxation would in twenty-two years, assuming
only a moderate increase in the rate of taxation on land, enable
him to pay off the entire mortgage on his house, while his interest
charges would be annually decreased by his payments thereon.
Fhat such 2 minimuwn saving of at least $20 to $25 a year world e
an advantage to wage-earners in American cities can hardly be
questioned even by those who have the temerity o assert that tax-
ation of land values is not considered “as bearing directly on the
improvement of housing conditions or the relief of congestion.”

Naturally the man who buys his ot on the installment plan, until
he is ready to build, would have to pay $35 a year more taxes under
the conditinns suggested bat at the same time he is saved mean-
while at least $28 o $25 as tenant, which leaves a good margin of
saving.

Dr. E. T. Devine, Secrctary of the New York Charity Organiza-
tion Society and Schiff Professor of Social Economics in Columbia
University, says with refercnce to the proposal to make the rate
of taxation on buildings one-half the rate of taxation on land in
MNew York City:
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“The change is one which would have far reaching and beneficent
results. It would forée unoccupied land into use, increase the supply
of new tenements, and so reduce rents. Yet it would do this by favor-
ing builders and owners of ienemenis rather than by putting new and
additional burdens upon them. Of course so far as it encouraged new
buildings it would diminish the monopoly advantages of present owuners
and builders, and from the point of view of the public interest this is
exceedingly desirable. With the pressure of population in New York
there is no difficulty about filling any ienements or apartments of any
class if the rents are reasonable, and by reducing the relative taxation
on buildings both old and new we increase the chances of reasonable
rents, ’

“Tf our population and factories were properly distributed there
would be no grotund for complaint as to congestiofl Increasing the
relative taxation on unocctipied land, and diminishing the tax upon
buildings and improvements tend to bring about this distribution.”

KReferring also to limitations on the heights of tenements pro-
posed, Dr. Devine says:

“These are the partictlar measures recommended by the congestion
commission which bear directly upon the subject of congestion, and they
represent a_policy which sooner or later we shall have to adopt. It will
be better for the present gemeration and that of the immediate future
if it is adopted now.” :

Ty this view most thoughtful persons who are not apologists
for the status quo of poverty will agree.

The testimony of housing experts abroad to the necessity of
invoking heavy taxation of land values to secure cheap housing for
wage-earners is striking. Dr. Wilhelm Mewes of Diisseldorf, Ger-
many, in an address on the “Land Question” at the International
Housing Congress in London, in 1907, states:

“Fyen among economists Land Speculation is not considered quite
with abstract indifference, though economically land speculation in itsell
appears as justifiable as any other speculative business activity; only its
outgrowths appear to deserve atfack. These outgrowths are indeed
practically largely to the front, thanks to the peculiarities of land. Since
the foundation of the land value is the reiurn that can be made from
it, and-—contrary to goods which can be increased at will—the costs of
production play a secondary, often very secondary, part, the subjective
intention plays an extraordinarily large one. Often when the price is
considered, the future return of the piece of land is discounted before-
hand, especially in times when business is good, and people can reckon
on a favorable future development, At the sale of unbuilt-on land,
prices have often been reckoned which after the building had to be
seriously reduced in order, together with the building value, to give an
obtainable return. In sympathy the outer lands of towns rise often to
such a height that they have to be used as intensively as lands in the
imner parts.

o S S

» -

“Although taxation according to market value appears to-day the

best form of existing tax, yet it does not suffice as the only tax to
grapple with the rige in valye of land.

“It deals alike with all land of ‘equal value, but does not allow
faxation of the unearned increment which accrues to the owner by sale
in accordance with the improvement in his financial position. Thus a
further tax becomes necessary connected with change of ow.nership.

“To-day. a state tax on change of ownership is raised almost univer-

. sally according to a percentage of the value. Yet this in no way answers

to the real financial position; it is also due when there is no gain or
very little, Besides, it regularly fails, not on the party which has
actually made the gain, but on the biyer. For these reasons there are,
on financial grounds, real objections to be made against the often pro-
posed. raising the scale of this tax on change of ownership, Rather it
is far fairer to develop the tax on property changing hands into a tax
on unearned inerement. .

“This. tax regularly takes a certain percentage of the unearned
increment from the seller. The height of the percentage is graded
according to the length of ownership and the rise in value of the land.

“The introduction of this tax has roused vigorous discussion and
debate everywhere. Tt must be admitted that it involves no slight prac-
tical difficulties (e. g., in settling the amount of the rise in value, the
grading of the percentage of the tax, the settling the amount of the
minimitm increase of value which is to be untaxed, the maximum per-
centage of the tax, and so om), and so far the experiments are few.
But on principle, objections of any weight can hardly be made to. this
method of taxation, at least in its impfoved form. That other unearned
gains are not taxed is no objection to the taxation of unearned gains
from land. To begin with, the amount of the latter is quite excep-
tional; then technically these gains, owing to our law of real property,
are much mors easily coped with than those in ordinary trades.”

Councillor John 5. Nettlefold, of Birmingham, England, says:

“Those who have observed the existing housing conditions in this
country are aware that in the vast majority of cases poor people live
on dear land and rich people live on cheap land, ‘which is absard’

“The consideration of the question how to house properly the
people of England on the land of England reminds us that in theory the
land of Engiand belongs to the Crown, and through the Crown to the
people.  In practice it belongs to 2 large number of individuals, whose
object is (and under present circumstances, no fair-minded man can
blame them) to get as much as possible cut of their Tand. This is just
what the business man does with his brains and the working man does
with his labor; hut all sorts of laws, from the Factory Act onwards,
have heen enacted to prevent capitalists, brain-workers, and hand-
workers from making money by sweating their fellow-citizens; whereas
no law has yet been enacted in this country to prevent land-sweating—
that is, the reckless overcrowding of human beings on the land in badly-
planned towns. This omission has not only seriously injured the
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vitality, and thereiore, also the wealth-producing power of latge num-
bers of English men and women; it has also resulted in the wasteful
neglect of the feod-producing possibilities of more than hali the land
in this country.

“Manufacturers are-already prevented by law from making profits
out of unhealthy workshops, and the legislature endeavors to prevent
the sweating of individuals at their work. It is high time a2 well con-
sidered attempt was made to prevent individuals being sweated in their
homes. This sweating of the people in their homes is largely due to
land speculation, which is reaily nothing more or less than land
sweating.”

Alden and Hayward, in their hook on “Housing,” state:

“Where urban land is in possession of a few great land-owners who
practically own some of gur cities and who, in many cases, deliberately
Laep back much of the unused land for the rise in value which is cer-
tain to come—only the minimum amount possible will be purchased for
housing purposes. It is obvions how direct must be the connection
hetween this dearness of land and such evils as overerowding, lack of
open space and general insanitary conditions of Hving. ‘

“tt anpther il effect which this artificial value of land has upon
olr cities is ifs creation of that house famine of which we Have already
spoken. We have seen that private enterprise has very largely failed
to supply a sufficient quantity of dwelling-houses for the working
classes. One of the main reasons for this is that, in consequence of
the high price of land, buildings cannct be put up at a rent which it
would be possible for the workers, who nced such bouses, to pay, and
which would at the same time make a safe imvestmeni for the builder.
Ti has been pointed out that this is so even in the case of building
cnterprise not strictly ‘private’ This ‘corner’ in land has operated very
injuricusly on those semi-public, semi-philanthropic bodies such as arbi-
sang’ dwellings' companies and co-operative socictics, that have been
endeavoring to cope with the deficiency in the supply of good houses,
So much bas their worl been hampercd by this and other causes, that
the great public companies and (rusts, after building over 30,000 dwell-
ings, have practically suspended operations during the last ten years, in
spite of the average return of four and a half per cent. which they get
on their capital. ‘

_“But by some means or other there must be freer access to the
tand if there is to be a lessening of the evils of overcrowding in our
cities.

“Vet another argtiment which may be adduced in favor of the rating

of site values, is that in conseguence of urban land coming more freely -

into the market and building enterprises being stimulated, rent would
be materially relieved; and this relief would come where rent is now
at its maximum, 4, e., in our large industrial centers. As we have seen,
it is just here where rent presses most severely on our poorest classes,
and any relief of this pressure would have a salutary effect, especially
i the direction of slum clearances, Every opportunity given to the
freer growth of the city in the suburbs will tend to reduce the conges-
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tion at the center. Abolition of restrictions in the matter of the hous-
ing of the people will have the same effect as in the matter of the
people’s food, wiz., increased distribution of stupply at a lower price.
‘Overcrowding, as Sir Henry Campbell-Bannerman recently obsérved,
4s to a large extent due to the maintenance of the same sort of restric-
tions and privileges at home as Free Trade has abolished for inter-
national commerce. The taxation of land values will put an end to the
immunity of the landlord enriched by the exertions of others, to the
circumscribing of natural expansion.” It is this ‘natural expansion’
which is the all-important matter in the question of housing our
workers, It is this, and this alone, that will materially lessen the heavy
chiargze of rent; and so the rating of land values is a proposal to be
commended becguse, by aiding natural expansion, it will thus tend to
reduce rents. ' ' }

“The most important Minority Report furnished by five out of the
fifteen Royal Commissioners on Local Taxation in 1901, signed by the
Chairman of the Commission, Lord Balfour of Butleigh, contains the
following recommendations : :

(1) Sites should be separaiely volued from structure.

(2) Site can bear heavier taxation than structure, but all existing

coniracts must be rigidly respected.

(3} There should be a special site value rate.

(4) This should be charged also on (a) unoccupied property, -and

(b) on uncovered land. '

“The general conclusion of that report was that the proposal to rate
site values ‘would do something towards lightening the burdens in this
respect of building, and thus something towards solving the difficult and
urgent housing problem. This report only followed in the steps of
the Royal Commissioners on IHousing who, as far back as 1885, recom-

- mended taxing ‘land available for building’ outside our towns at 4% on

its selling value”

immunity of
the landlord
enriched by
the exeriions
of others.”

Minority Ke-
port of the
English Roval
Commission on
Local Taxation
fovors higher
taxation of
land wvolues.

English Eoval
Commissionevs
on Housing
recommend

4 pey cent fox
rate on selling
value of “land
available for
building” oui-
side of towns.




CHAPTER 1II.

Thc Moral Sanctions For Heavief Taxation 'of.
' Land Values

Fortunately the appeal to morality, that is to our sense of justice,
is the most successful and fundamental appeal. No economic theory
whose . morality, as well. as economic advantages, cannot be estab-
Iished is worthy of consideration, nor will it gain general acceptance
in any community. The cry of, “confiscation of property rights”
is raised by the opponents of taxing land values, and the fundamen-
tal question whether government is really robbing people, whether
rich or poor, of anything that is morally theirs must be met by the
advocates of the taxation of land values. Legal robbery by the
government, whether through a tariff imposed by the Federal gov-
ernment, or any tax imposed by a city or state, is so serious a wrong
that no economic, fiscal or social benefits to be detived by such a
tax would justify, or excuse it. '

What is the moral sanction for the taxation of land values,
whether it be achieved by a land increment tax, abolishing all taxa-
tion of buildings and improvements, reducing the assessment or the
rate of taxation on all such buildings and improvements to one-half
or one-quarter the rate of taxation on land, exempting buildings
of a certain high standard of excellence from taxation for a period
of years or permanently, or by any other method of taxation making
land values pay a larger proportion of the cost of government than
at present? No argument on this subject is new, but a world-wide
mterest in the subject evidenced by recent legislation justifies care-
ful consideration thereof. We have fortunately reached the stage
in consideration of public policies where we can and do consider
subjects upon their merits, and so in the consideration of this ques-
tion, we need not concern ourselves with the question of whether
this is “single tax,” “Henry Georgeism” or any other system, but
merely whether it is a moral proposal. ,

{t 15 generally, almost universally conceded that land values in
cities are due largely to the demand for use of land by the popula-
tion for varicus purposes, industrial, commercial, residence, etc.,
and to the improvements made by the city. This is admitted by real
estate dealers and operators as frankly as by those who advocate
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any method of taxing land values. The real estate dealers base
iheir claim that land values will increase upon the admitted fact of
increase in population, but assume the right of the owner, not only
to the increase in value of land, but to at least the same net return
~upon such value of land as is regarded fair upon other investments.
Many go even further and claim the right of the owner of land to
make all the profit “that the traffic will bear.” Both classes of real
estate owners—and at least inferentially the majority of most com-
munities who permit them to have all that they claim,—admit there-
fore the right of a limited class in the community to secure some-
thing from the rest of the community without giving any return
therefor. The excuse for this procedure, by which in essence all
the landless members of the community work without compensa-
tion for the landowning members of the community is that the
owner of land takes all the risks of investment. This claim is inter-
esting but not true under present conditions. The owner of land
does not so often take risks as make risks. The very slight risk
which the owner of land in a city may incur is chiefly not inherent,
Landowaers  but due first to his own speculative instinct and desire for specula-
make but 40 tive gains, and second to the failure of the city to determine what
not take 61y the development of the city shall be. Almost every American city
lorge visks i . }
tand owner- 5 ot the mercy of real estate operators and developers, who go a
ship. long distance from the center of the city to secure land still assessed
at acreage or at least very cheap, which thev break up into lots
and try to sell at high lot prices. The cost of carrying such lots and
! the investment in streets, sewers, sidewalks, etc., is something of a
L risk which the owners voluntarily assume in the hope and well
founded expectation of a large increase in land values. This is
an incidental risk, however, to real estate development and deal-
ing, which with the growth of the city is.not, as has been stated an
inherent risk. The vast sums of money spent on advertising and
A cajoling people to buy land at a gredter distance from the centers
L ' of cities and in private developments are of course similarly wastes.
In no other kind of business (except that protected by some

o Profits are not lative favor) are the profits so sure as dealing in land, for the rea-

so swre i son so-obviots to land developers in advertising their land, and so
most businesses vigorously denied by them when taxation of land values is sug-
i as in land . gested, that the amount of available land in every city is limited and

ownership and

developmient. the demand for land is certain.

Tt must be admitted that most thoral arguments, as well as argu-
ments from a fiscal, economic and social point of view which can be

16

 equally unjust-privilege whether it be tariff, patent, or other legis-

'

advanced for the taxation of land values can also be advanced for
the single tax, that it is only a question of expediency and not one
of essential difference.
To recognize the fundamental injustice of an e:xis.ting condition
or system does not imply that it 1s either just or expedient to upset
the_ entire condition or system immediately, nor by drastic measures.
It is often claimed by the opponents of the single tax that this sys- feavy taxdtion
tem of taxation would abolish private property in land. Single tax- of land values

ﬁrs to-day do not attack private property in land, but merely the W[m“ come
untaxed ownership of our day and generation.” ?}fﬁi’li’of zi_

As Myr. C. B. Fillebrown, in his book “The A B C of Taxation,” stroy private
re?ha_rks: o g OWHt’Tsh‘l‘P.

“It may bé confidently asserted that when Henry Géor‘ge said,
. . A 7 . i i
Prwatf: _propert_y in land is unjust, he meant—as the whole principle
.and spirit of his teaching shows—that private property in land wvalues
is wrong. .

“It is sometimes said that if landowners can rig i
o_wnership they are entitled to all the grdund rent; thazhglléuf}:ronigg: ngi-i:eﬂt e
right t_o. land and the commeon right to ground rent go together. How Cr—’i 5:” i
can this be true, when even under the land tenure of to-day, which is ih;'w Skl
that of ownership, no one claims that the Iandowners,'as fo; example, la:fi 01:1 i
those of the city of Boston, are entitled to all the ground r‘ént bu; th “lljmrlhr
only to that part which is not taken in taxation. Their own cIaim’faIIs # . ;ﬂgdt 'm
short of ‘all’ by the $10,000000 now yielded up in taxation, In case a? o
the demands of taxation should be twice as great, would they be any waes
more than now entitled to ‘ali’? It is riot easy to see how ownership
can carry with it as a necessary consequence the private appropriation
of ground rent, because while there has never heen a denial, there has

?ijys‘ been a recognition, of the sovereign power and right to tax the
and,

"‘Prwate ownership of land is no injustice to anybodg} to-day, nor Net privete
has_ it bf&en at any time. The untaxed private ownership of land ;ra]ue owniership '
as it f:.x;sts to-day is unjust, This does not mean that the ownership but uniared
is unjust, but that not to tax it is unjust. An absolute ownership private )
in land, such' as Henry George recognizes in the products of lahor, ownership
would b-e unjust, but, says Mr. Edward Atkinson, no such "‘abso!ut(; of land iz
OW‘I}EI‘Ship of land is recognized in the law books.” Its tenure is always wunjust
si:b]ect to taxation, and to the superior right of eminent domain e
¥eudal tenure would seem to have been a rude recognition of the .prin-'

1 & {{h t € claries Of g
il } a:l tl' |Ielle a overnmenntt Sh()u (‘ pay the €xpenses Of

Even more important than the fact that land values in a city are C#y improve
created partly by the growth of the population is the fact that they ¢S @hich
-are also due to the expenditures by the city for public improvements fncrense fand
suchha.s sewers, schools, streets, sidewalks, transit, parks, ete. Th; wﬁﬁ“ ?yiy
provision of these essentials to the development of any communiiy f;msfj: ;,;i,;.é,
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is met by taxes upon the users of land and buildings and paid
for by them. The owners of property expect and demand a net
return upon the cost .of property, Over and above all the taxes
which they ostensibly pay. They generally get this, and to the
extent this is so they shift the taxes, i. €., the cost of city govern-
ment, upon the users of land (in exceptional cases) and always of
buildings, that is the tenants. Admittedly the tax on land cannot
be shifted upon the tenants unless there is very great demand for its
use. ‘This is sometimes the case, however, in the center of a large
city, especially when the tax-rate upon land is low. As Prof. E. R.
A. Seligman states in his “Incidence of Taxation,” “While the real
estate tax falls upon the owner in case of statiomary or declining
population, a considerable proportion of the tax is shifted on the
tenant in the normal case of prosperous town of city districts under
the present administration of our property tax. When we reflect
that in the city of New York over three-quarters of the population
live in tenement houses, we are thus forced to the conclusion that
a large burden of our American local taxation is to-day borne by

~ those least able to pay.”

Assuming, however, that only the part of the tax which falls on
buildings or improvements of any kind is shifted on to the tenants,
even so this tax alone amourits to from $10 to $30 a year OF mote,
which every family in a city has to pay for the use of a building
toward the expenses of city government. This is a burden upon

the poorer classes of a community which even if it could be justi- -

fied from an economic point of view would not be justifiable morally.

Tn seeking too, the moral sanction for the taxation of land val-
ues, we should inquire what has been the result of failure to tax
land values adequately, or in other words exempting them from
fair taxation, by loading upon buildings and industry more of the
necessary cost of government. Among the causes of congestion
of population, the New York City Commission on Congestion of
Population refer to the present method of taxing land and buildings.

«Ty, New York City until very recently the owner of tand improved
with buildings has been penalized, while the man who holds the {and
out of use so that he may secure the speculative increase of land wvalues
has been helped by the taxation policy of the city, since unimptoved
land has been assessed at 2 relatively low value, while the rate on land
and buildings has been the same. The system of taxation has dis-
couraged the construction of fenements, of factories and all other
puildings until the growth of the city's projected improvement has
given to Jand the capitalized congestion value, to which reference has
been made, and has enabled the owners of land to reap fortunes from

i8

-,.,g_iules created largely by the increase of population. This policy is
putting a premigm  upon congestion and is in appreciable measure
responsible for the holding of land out of use for a much longer period
shan it would be so withheld if a large share of the increase of land
values by the community were recovered by them for community needs.”

Almost everyone—except a very few landowners—agrees that
the conditions of room overcrowding and congestion per acre in
New Vork City are indeed, as Governor Hughes described them
“intolerable,” and his characterization of such conditions is applica-,
bie to other cities of the country as well.

ar. Allan Robinson, President of the Allied Real Estate Inter-
ests of New York, a member of the City Congestion Commission
in a recent address gave his estimate of the owners of land th;
will not improve it in vigorous language.

“T hold no brief for the man who owns land he will not improve.
V‘/omje than the miser who hoards his gold and thus keeps it from cir—.
Cl.ll?.tlon, more culpable than the capitalist who spends his wealth for
}jis oWn pleasure is the landowner who, for distant profit, withholds
from use jand that the exigencies of the community réqzuire' The
u:)rrndm.g cares, ill health, stunted growth, and inequality of 01.) ortu-
Bty which haunt the habitations of the poor in our cities may wI:all be
z;,fa{‘i“at his. door, and I shall make no effort to relieve him of respon-
sibility which his ownership has entailed upon him and which hephas
been .unwxlhng to assume. Ownership of land carries with it corre-
sponding burdens. The welfare of the race may be jeopatrdized through
th;.: selfish policy of landowners. The voters of the future are t%ue
children of to-day. Take from them what they now need for normal
?;;f't?mﬁd ((_i)::;vecl’opment al}:tl(.idwhen they reach man’s estate they will
take T your i
e hoiding 3; i, ﬂjzrm.” children all that land which you are now

T%w morality of taxing land values somewhat is, however, not
qaizastmned even by those who oppose the proposal fo tax ﬁhem’ sui-
ficiently to take the burden off industry whether it be the industr
of' the taan .who constructs buildings or who manufactures or Whﬂ
%:9[115 Wl?:h.hls‘ hands. Mr. Allan Robinson, quoted abové, remarks
1‘ .and is an easy mark’ to use a slang expression. It is the pack—’
horse th:aii carries most of our burdens; and because it has shown
a 'dxsposmon to take the major part it is now proposed to load it
with: all of them.” This expresses the case for the taxation of land
Za}ues properly because the “packhorse” is purchased and fed by
';;o;(; who propose 1:0_ p}lt upon it the burdens which it alone can

st bear w_1t1.1011t any injustice. Land is different in its nature from
any othier object of taxation, since its value is due to the Wofk and
expenditure of others. The [undamental morality of the taxation
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of land values is the fact that no one is entitled to benefit by the
exertion and efforts of others, as the owners of land do, Without
giving a quid pro quo that is returning something adequate for value
received. The reason that the owner of land is not entitled to the
same net return upon his investment in land as upon his investment
in buildings, manufacturing plant, stock of goods, etc., is that land
values are a social product, while the others are not in the same
sense because land in a city has a unique value since the supply is
limited and it cannot be increased, and one can manufacture or open
a store in almost any city of the country while a man must live
within a certain distance of his work. - The very presence of a fac-
tory and store creates land values.

“While it may be proper, however,” the opponents of taxing land
values claim, “to tax cheap land at a higher rate of taxation, or
tand in a new community, a person who has invested money in
land whether improved or not-expecting a certain net retirn upon
his investment is entitled to such net return, and any legislation
which would reduce this anticipated return is contrary to the Four-
teenth Amendment in upsetting the basis upon which the contract
was made, and deprives the owner of his property without com-

pensation or due process of law and is to this extent unmoral, not

to say immoral” . .

The fallacy underlying this argument is that government should
guarantee or undertake to guarantee any fixed return, or to re-
frain from any legislation or action which might impair or alter
conditions existing at the time of purchase of land. The same
argument can be advanced against any tariff reduction, because a
manufacturer of a highly protected article has invested money in
his plant, which with the continuance of this tariff would yield large
returns, but which might ¢ither yield a small return or entail a loss
if the tariff were abolished. So too, an unnecessary improvement
is often promised by an administration to a certain section of a
city, and the owners of land discount its achievement and sell their
land in this section at a large advance. This, however, does not
constitute any valid reason why the city should make such a gift
to the owners of land in any section of a city. “Whatsoever a man
soweth, that shall he also reap” enunciates sound economic doctrine,
frequently overlooked by get-rich-quick land schemers, whose pro-
mofters neglect the eonverse of this statement that no man is entitbed
to reap where he has not sown, nor to secure thie values which others
have created.

R T

Natarally, however, a heavier taxation of land values permits
the lower taxation of buildings, machinery and all property which
represents industry, The owner of a factory which is an adequate
or suitable improvement, will be required to pay less taxes with the
proper taxation of land values, and this will properly encourage
the construction of such buildings.

In his speech on the People’s Budget, Mr. Lloyd-George quotes 2
conservative member’s statement about the increases of land values,
and rentals and states his justification of taxing the urban landlord
as follows:

“In the parish of Plumstead land wused to be let for agricultural
purposes for £3 an acre. The income of an estate of 250 acres in 1843
was £750 per annum, and the capital value at twenty years’ purchase
was £15,000, The Arsenal came to Woolwich; with the Arsenal the
necessity for 5,000 houses. And then came the harvest for the land-
lord. The land, the capital value of which had been #£15000, now
Lrought an income of £4,250 per annum. The ground landlord has
received £r,000,000 in ground rents already, and after twenty years
hence the Woolwich estates, with all the houses upon them, will revert
to the landowner’s family, bringing another million, meaning altogether
a swap of fi15,000 for a sum of £2,000,000. '

“There are many cases of a similar character which will readily
occur to the memory of every hon. member who is at all acquainted

,with the subject. Take well-known properties in ILancashire and
Cheshire in regard to which evidence was given.

“And yet, although the landlord, without any exertion of his own,
is now in these cases in receipt of an income which is ten or even a
hugdred—fol& of what he was in the habit of receiving when these prop-
erties were purely agricultural in their character, and -although he is
in addition to that released from the heavy financial obligations which
are attached to the ownership of this land as agricultural property, he
does not contribute a penny out of his income towards the local expen-
diture of the community which has thus made his wealth, in the words
of John Stuart Mill, ‘whilst he was slumbering.’ Ts it too much, is it
unfair, is it inequitable, that Parliament should demand a special con-
tribution irom these fortunate ownets towards the defence of the
couniry and the social needs of the unfortunate in the community,
whose efforts have so materially contributed to the opulence which they
are enjoying?”

Mr. Fillebrown gives some typical instances of increases in
assessed land values in Boston. The assessed land value of one
and eight-tenths acres on Winter street, Boston, between T'remont
and Washington streets was in 1808, $5,142,600. In 1907, it was
$8,272,000 or an increase in nine years of $3,120,400, or 57 per cent.
The assessed valuation of this property of $275 per square foot was,
he states, the highest in Boston:
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“The assessed valuation of Washington Street, from Adams 3quare
to Eliot Street, 3,405 feet, or two-thirds of a mile in length, with an
area of 745,003 square feet, 17 I/I10 acres, comprising I79 estates, was
in 1907:

Laod ............ $61,135900  §77.00 per square foot
Buildings 10,703,200 13.50 per square foot

“This is an increase in valuation, over the year 1803, of Iand,
$20,438,400, or 50 per cent; of buildings, $1,055,100, ot 20 per cent. In
1899 the valuation of the bmldmgs was 2174 per cent that of the land;

in rgop, only 17%4 per cent.”

The following cases of increases in land values in Chicago show

typical increments in crowded sections of that city:

Assessed Land Increase from
Values. 1903 to 1007.
1903, 1007, Amount, Per Cent.

Marshall Field, Retail De- )
partment Store $6,000,025 $1,200825 2737

Siegel, .Cooper & Co. )
partment Store 3,145,600 1,105,660 54.21

Congress Hotel 2,313,780 1,015,087 #8.28

Republic Office Building.... 1,155,600 1,700,000 643,400 5567

Stratford. Hotel (¢) ' 1,656,500 1,013,925 157.78
(c) Sale 1899, $640,000 :

The property at No. 311 Fourth Aveuue, Pittsburgh, was sold in

1884 for $30,000, and was worth in 1908 $400,000 an increase in

about a. quarter of a century of 1,333 per cent.

Similarly the site of the Schmidt Hamilton Building in Pitts-
burgh was worth per front foot in 1884 $3,500, in 1908 $15,000—
an increase of 429 per cent.

The following statements have appeared recently in New York
papers: '

“A Lot on the east side of Tenth Avenue, between 206th and
s07th streets sold in 1904 for $1,100, and last year (1910) the same
property brought $12,600.”

“Six years ago the lots sold for $I 600 each. The present selting
price is $9,ooo apiece. This is an increase of nearly 600 per cent
sitce 190R.” '

“In active markets I have made for myself and my frlends 500
per cent per year.”

© “Qur profits for four years were fu}ly 250 per cent per annum,

Similar percentages of increase in value of land and. proﬁts
therefrom can be duplicated in nearly every American city, and
while allowance should be made for inflation of land values, and
“land booms,” the salient fact remains that the natural increase of

22

population creates increased land values, and that in addition to
these inereases the land could if properly utilized or improved have
vielded a geod net return. :

The bona fide land values of New York City for example, ex-
clusive of expenditures by the owners or assessments by the city
increase ahout $800 a year for every person who has been added
i the population. The mere fact that New York City like many
Agmerican cities has relied upon immigration to increase its popula-
tion and hence its land values does not mean that restriction on im-
migration would mean a cessation of the increase in land values.

General
increases of
land valves in
New York.

A lower death rate and a higher birth rate are just as potent means

of increasing population, and hence land values, as immigration,
and one can claim without being regarded as a sentimentalist that
it is a much more humane method. Each day’s labor of New York
City's population including the Sunday of rest for the next week’s
worle increases the city’s land values by about $300,000.

Certainly on no moral grounds can the right of creators of land
values to participate in the values they create be denied. ~Hitherto
they have been demied fair participation, because selfish interests
have controlled legislation, and the people have not been able to
enact fheir own convictions and wishes into law.

Mr. Allan Robinson has frankly admitted that if the pro-
posal to make the rate of taxation on all buildings and personal
property in New York City, one-half the rate of taxation on all land
were submitted by referendum to the people of the city, it would be
adopted at once. The sober conservative judgment of the Ameri-
can people is opposed to the continuation of special privilege, how-
ever granted. This judgment believes that men, women and chil-
dren are entitled fo the values which they produce, and that no one
is entitled to anything wrested—even with legal sanction at pres-
ent,—from them.

The progressive rate of taxation on inheritances for state pur-
poses adopted by many states and the progressive income tax now
under consideration for securing revenue for the Federal govern-
ment are based upon the same fundamental principles of justice
which underlie the demand for the taxation of land values for the
reliefl of industry, and the termination of other special privileges.
Neither the taxation of incomes derived from mines in which immi-
grants have lost their lives from accidents and low wages, the taking
by an inheritance tax of the entire wealth derived from unsanitary
tencments and underpaid workers, nor levying upon land the cost
of government to protect the lives and to educate the people who
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give to land its value will, however, restore to life or health those
who have died or lost their health through government’s failure to
establish and enforce safe and healthy conditions of living in the
past. Nevertheless, in American cities just and economically sound
taxation still is one of democracy’s surest methods of restoring and
securing social justice, Because the heavy taxation of land values
is the soundest and most just method of taxation it is the most
moral method of taxation for municipal purposes.

The Federation of Churches and Christian Organizations in
New York City in advocating the halving of the tax-rate on build-

New York City ings states:

endorses
halving the
tex-rafe o
butidings.

“In the minds of many this bill is an application of the ‘Gospel
according to George” This is only partially true, inasmuch as Henry
George advocated the abolition of all taxes except taxes on land, and
this bill does not do that, The Federation regards the bill as the most
important piece of social legislation introduced at Atbany in the last
twenty-five years, not even excepting the race-track gambling measures,

“It is a bill in the interest of the proper housing of the people of
New York. The Federation has proved by its publications that New
York, in 1940, will have less than 10,000,000 people. That is to say, the
people of New York a generation from now could be housed on its
arca at an average of less than 6o people per acre, whereas Manhattan
Island has 166 people per acre, with districts rurning as high as 731
per acre, and individual blocks as high as 1,674 per acre, while Brook-
lyn has wards running over 300 per acre, and 31.9 per cent of the
Bronx’s population is housed at an average density above the average
density of Manhattan. From July, 190z, to December 31, 1908, 62 per
cent of the dwellings erected in the Bronx were five stories or over.

“*Tenement House Reform’ as a rallying cry for housing move-
ments in New York should give place to ‘Tenement House Prevention,’
and speculative landowners, who are opposing this bill, which penalizes
the non-use of land, by placing a larger measure of the carrying charges
of the city budget upon it, and rewards the building of homes for the
people by exempting them, in 1972, 10 per cent of their value, and
adding 10 per cent exemption per annum till, in 1907, 50 per cent
exemption is granted, should be routed by the combined force of the
churches and laboring people of New York., If the tenement many
stories -high is to house the people of New York of the future, every
church will, in time, be compelled to become an “institutional church.
The churches should be willing to assume this form of social service
if they are compelled to, but it would be better if they should become
‘restitutional churches,’ and so compel the use of the livable area of
New York as to restore the single, the two-family and three-family
dwelling as the normal type of housing. Rapid transit should not be
allowed to enrich a few land speculators, bt should be so developed
as to distribute the population of New York throughout its whole
" livable area.”

24

A

R e

CHAPTER II1.

Results of Taxing Buildings at the Same Rate
 as Land

John Stuart Mill's dictum, “That is the best kind of government
which makes it as hard as possible for 2 man to do wrong, and as
casy as possible for him to do right,” may be applied to systems of
taxation and read, “That is the best system of taxation which en-
courages enterprise and effort, and discourages sloth, which stimu-
lates the construction of healthy dwellings and the demolition of
unsanitary ones, and which not only compels payment of taxes in
proportion to ability to pay, but as well in proportion to services
rendered.” '

the incidence of taxation is quite as important as the rate of
taxation, and is worthy of the careful consideration of those inter-
ested in the administration of cities.  The social activities of Amer-
ican cities are as yet in their inception. In nearly every large Amer-
ican city the expenditures for educational purposes, the extermina-
tion of tuberculosis, inspection of milk and other food, medical
treatment of school children whose parents are too poor to provide
such treatment for them, parks and playgrounds, etc., are constantly
increasing, as we as a nation are conceiving and catrying out the
duty and economy of collective mumnicipal action.

In 1908, the one hundred and fifty-eight cities in the country
kiaving a population of 30,000 or over, out 6f total payments for
general expenses and special service expenses amounting to $40z,-
633,076, expended over one-fourth, $102,723,553 for protection of
life and property, and $40,055,559, or about one-tenth, for health
conservation and sanitation ; $28,006,783 for charities, hospitals and
corrections, and $119,004,725, nearly one-third, for education. De-
f&]}ite these facts we have in our cities abnormal fire losses, and
u?adequate police protection, death rates are cruelly and criminally
high, jails and reformatory institutions are disgracefully crowded,
and school buildings are unsanitary, classes are too large, and teach-
&rs are grievously underpaid. The sweeping claims made as to
waste which can be eliminated gave promise of material reduction
m municipal expenditures, but the promise has not been achieved.
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The dominant influence of real estate owners over budget-voting
bodies is at least challenged, however.

Ability to “keep down the tax-rate” is no longer the criterion of
efficiency. The thinking public of American cities realizes that im-
portant as are economy and efficiency in administration, adequate
appropriations for social needs are equally important. Of course,
the two are not incompatible, but the people of American cities
while desiring strictest economy do not wish adequate provision
for the city’s social needs to await perfection in the organization and
administration of all the city’s departments. Efficiency in admin-
istration has outstripped efficiency in scope of municipal activities.
The questions who pays the taxes, and whether those who do pay,
are able to pay, are demanding as much attention as whether 5%
or even 10% of public funds is wasted and this charge is more

. easily made than proven. A waste of 5% even of the city’s expen-

ditures, which should be stopped, is, nevertheless, not so serious an
evil as taking $10 to $50 in taxes, a year, from scores of thousands
of familes in the city who are not able to pay even a dollar toward
the expenses of the city. A certain sum of money is required in
every city to enable a family, even making allowance for the per-
sonal equation, to maintain a standard of living essential to national
éfficiency. The lower a family’s income is below this minimum of
national efficiency, the more heinous the city’s offense in extorting
from them by unjust systems of taxation even a dollar for ex-
penses, and the more costly the later atonement the city must make
for such a policy.

In times of war, deprivation of the necessities of life may- be
condoned, but the legalized robbery through taxation sanctioned in
American cities to-day by inert or unthinking public opinion 1s
unparalleled since the days of the Duke of Alva in the Netherlands.
We rob widows, consumptives, and children becanse we do not tax
land values adequately. We fetter industry and condone low wages
because the owner of ground rent—the landowner—is permitted to
tax the industrious users of land. '

Before examining in detail the economic, fiscal and social aspects
of taxing land values, we may profitably study the incidence of
present methods of taxation in American cities.
~ Of the total receipts in 1908 of $470,834,806 from general rev-
enues in the one hundred and fifty-eight cities in the country having
a population of over 30,000, $303,040,142 was derived from taxes.
(Ot this amount $377,340,040 was the original levy upon general
property, and $2,643,300 penalties upon such  property, while
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$12,686,929 was derived from special property and business taxes,
and $1,268,004 from poll taxes, $50,435,297 was derived from licen-
ses and permits, $3,803,719 from fines and forfeits and $31,545,785
from subventions, grants and gifts from other civil divisions—such
as school funds from the state—and from private individuals.

In othet words nearly three-quarters of the total revenue of
these one hundred and fifty-cight cities was derived from a gen-
eral property tax. The tax on land values was the only tax that
usually cannot he shifted. Over $63,000,000, about one-eighth, was
secured from taxes on special property and business licenses and
permits including $40,716,637 from liquor licenses and taxes.

Unfortunately a few cities only of the total one hundred and
fifty-eight separate land and improvement values in their assess-
ments, so that it is impossible to state accurately the levy on each.
This is not so important, however, as to see the effect upon individ-
ual renters which the taxation of land and buildings at the same
rate would produce.

The Federal Census for 1goo gives the percentage of families
tenants in some important cities as follows: Baltimore, 73.9;
Boston, 81.6; Buffalo, 6o.0 ; Chicago, 71.3; Cincinnati, 80.8;
Cleveland, 60.9; Columbus, 67.3; Detroit, 58.3; Fall River,
82.9; Jersey City, 8r.2; Kansas City, 76.9; Los Angeles, 60.0; Mil-
‘waukee, 57.9; Newark, 78.0; New Haven, 73.3; Manhattan and
the Bronx, 93.7; Brooklyn, 81.4; Omaha, 74.1; Paterson, 76.0;

- Philadelphia, 77.2: Pitishurgh, 72.1; Providence, 79.3; St. Louis,

79-5; San Francisco, 78.3; Washington, D. C,, 74.8; Worcester,
737 o '

The basis of assessment in different cities also varies materially
from 331/3% of full value in Chicago to nearly 100% in New
York—the rate of taxation differing naturally similarly, hut the
effect in every city of taxing the industry represented by a house
or tenement at the same rate as the ground values created largely
by the community and by municipal improvements so that the taxes
on buildings may be shifted to the tenant and enrich the owner of
the ground rent—the landowner—is shown in the following illus-

tration, :

" The taxes on a house assessed for $3,000 with a tax-rate of
$2.00 amounts to $60.00. This tax must be paid by the tenant of the
building as part of his rent. The takes on an apartment assessed
for $1,250 at the same tax-rate amounts to $25.00. It is evident that
to secture funds for a city’s necessary expenditures by an equal
rate of taxation on land and buildings means that an appreciable
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amount is extorted from families, whether they are able to pay or
not. .

‘The consumptive under such a system of taxation who returns
from an effort to cure this dread disease, the widow working for
a pittance to keep her family together, the unskilled worker who
is striving to maintain his family and bring them up to efficient
citizenship, all must pay their quota of taxes in their rent, although
it means lessening the consumptive’s chance to regain health, has-
tens the day when the widow must abandon the struggle to keep
her family together and reduces the vitality of the worldngman
and his family. :

Mustrations from New York City where rents are so cruelly

high will sufficiently demonstrate the validity of this statement.
There are 40,000 known consumptives in New York City, and prob-
ably at least 10,000 more whose location is unknown, while 28,000
new cases of consumption are developed every year and 10,000 peo-
ple a year go to consumptives’ graves. Approximately 4,000 wid-
Ows are supported, or to be accurate, helped, though not always
adequately supported, by private charities of New York City. Some
23,000 children are supported in institutions by the city’s appropria-
tions; many whose mothers yearn to care for them, but who can’t
afford to pay taxes and rent under our present system of taxing
land and buildings at the same rate, and in addition to buy food
and clothing, while private charities also are unable to keep the
homes of all competent widowed mothers intact, and the city does
not give public outdoor relief. ‘
. The New York State Commission on Employers’ Liability, Un-
employment and Lack of Farm Lahor accept the report of a com-
mittee on the standard of living of the New York State Conference
of Charities and Correction in 1907 in which they express their
belief that with an income of between $700 and $800 a family can
barely support itself, provided that it is subject to no extraordinary
expenditures by reason of sickness, death or other untoward cir-
-cumstances. The Commission remarks, “If unemplovment so vi-
tally affects the well-being of the skilled workman and his family,
its disastrous consequences in the household of the unskilled work~
man’ can be left to the imagination. IHis income if employed six
days every week in the year cannot reach $550.00, already $150.00
below the standard.” .

In point of fact there are relatively few even highly skitled
operatives in New York City who get over $800.00 a year, and
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$500.00 to §700.00 is the usual income of an unskilled worker in
the city with the exception of city employecs.

Sacial workers and advocates of larger municipal expenditures
may well hesitate under the present system of taxation to urge lar-
gor expenditures by the city, since it means taking with onte mailed
leit hand from all the poor of the city to give to a few poor with
the pseudo-charitable right. TFor more than one reason a
aty’s right hand doesn’t want to let its left hand know what it
is doing in. “charity” under present systems of taxation. This is
a qualitative and not merely a quantative injustice. It is not a qutes-
tion of whether there are 10,000 consumptives in Chicago, or 50,000,
20,0000t 30,000 families in Philadelphia who receive at least $r00.00
less a year than they need to attain and maintain efficient manhood
and womanhood and productivity.  In every one of the one hun-
dred and hfty-eight cities to whose receipts and expenditures ref-
erence has been made, there are many consumptives, many widows
and many, too many, families below an honest line of dependence,
and trying to exist on deficits, Nor will any informed citizen in
any city of over 8,000 population in the United States, except those
charming suburban places to which the wealthy retire to get away
from the results of present economic conditions, claim that there
15 no irremediable poverty in his city. Of course, the income re-
quired to maintain a reasonable standard of living is less in most
cities than in New York, but the salient fact remains that every in-
crease of 10cin the tax-rate per $100.00 of assessed value means that
the tenant of a tenement house apartment, assessed for $1,250 will
pay $1.25 more taxes, the owner of a building assessed for $2,000
struggling to make both endsmeet will pay $2.00 a year more taxes

~on his building, while a general tax-rate of $2.00 per $100.00 of

assessed value means that the tenant of such an apartment must pay
¥25.00 in taxes in addition to a net profit to the landowner~—$25.00
taken from a deficit of $100.00 to $200.00 a year, however, is an
injustice which no city should inflict upon its citizens.

A further economic result of taxing buildings at the same rate
as land has been referred to in the findings of the New York City
Commission on Congestion of Population—that owners of vacant
Iand are thereby encouraged to hold land out of use to secure the
merease in values and to discourage the construction of buildings
since the owner is penalized in heavier taxes for construci-
ing new buildings or replacing old and unsanifary buildings with
niew and healthy ones, This subject is more fully dealt with in the
chapter on “Taxation of Land Values and Housing - Reform.”
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Under the present general system of taxing land and buildings at the
same rate, the owner of ground rents feels entitled to and attempts
to secure 5% to 6% net return on investment in the land and build-
ings alike. This tends to keep up. rents since it is to the advan-
tage of the owners of lightly taxed land to postpone adequate im-
provemeﬁts thereof for as long a time as possible so as to get
scatcity value rents, and to secure the maximum share of increas-
ing ground rents. This applies, of course, to land which should be
improved for business, manufacturing and commercial as well as
residence and tenement purposes. The inevitable result is high
rents, and a tendency to overcrowd all buildings and not to pro-
vide proper standards of sunlight, space and ventilation. Continu-
ing the illustration we have used of an apartment assessed for $1,-
25000 with a proportionate site value of $750.00, we find that
a net return of 6% on such property above interest, depreciation,
vacancy charges, etc., and taxes means a ground rental of $45.00 and
a profit on the tenement apartment of $75.00 or a total net profit of
$120.00. If, however, we are agreed that, say 29, on the land value,
i. e., 2% ground rent, is all that the owner of ground rent is really
entitled to, then $30.00 a year of ground rental is extorted from the
tenant of such property, an appreciable sum for a man with an
income of $500 a year, or less.*

Six per cent net return on a factory building assessed for $80,-
000, on land assessed for $30,000—a total of $I 10,000—is $6,600
of which $1,800.00 is ground rent. If, as in the former instance, the
owner of the land is in fact entitled to only 2 per cent net return,
i. e., 2 per cent ground rent, then $1,200.00 is extorted fromi the
manufacturer in ground rent by the landowner. This sum distribu-

" ted in increased wages to two hundred employees would afford an
appreciable increase of wages amounting to from T per cent fo 2
per cent of the total wages paid many employees in factories, Per-
mitting the landowner, however, to sectire the additional ground
rent puts a heavy burden upon the manufacturer.

The equal tax-rate upon land and buildings is a serious handi-
cap to the provision of fire protection. The tragedy of the recent
factory fires in Newark and in New York City has shown the ne-
cessity of better construction of factory buildings, and the ‘making

*This concrete illustration is arrived at by following the incidence of 2
single apartment, using the proportion of the assessed value of 4 tenement
accommodating twenty families assessed for $25,000.00; on a site assessed for
$1z,000.00. The same principles and ratio apply to the manufacturer in every

American city.
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over of many buildings to safeguard the lives of these employed

therein.
The National Board of Fire Underwriters report that from 1866

to 1gol inclusive the cost of conflagrations in the United States
fas totalled the sum of $936,551,135—nearly twice the total muni-
cipal expenditures in 1908 of the one hundred and ffty-eight cities
in the country which in that year had a population of 30,000 or over.
By conflagration is meant all fires involving a loss of half a mil-
lion dollars and over.

The “American Year Book™ states, “The direct and indirect

icsses from fire in the United States during 19o7 approximated
$450,000,000 or one-half the cost of construction. Of this loss four-
filths or an average of $1,000,000 per day could be prevented, as
shown by comparison with the standards of fire construction and fire
losses in the larger European countries.,” The provision of fire
towers costing $5,000, in a factory, with a $2.00 tax-rate on build-
ings Would mean penalizing the owner with $100.00 additional taxes
a year. '
A firm leasing factories and lofts in the manufacturing centers
of Manhattan states, “The average square-foot rate for manufac-
turing space in non-fireproof buildings in this section is twenty-
five cents, in fireproof buildings forty cents.”

Obviously the owner of such a building gets about the same net
return upon his property when fully occupied, whether it be fire-
proof or firetrap, The firetrap building may be worth and assessed
for $5,000 or $6,000, while a new building with the same rentable
area might command higher rents, but the cost would be in the
x_mighborhood of $20,000 or at least three times as much. On an
increased assessment of only $12,000;, however, the increased tax
zit a rate of $2.00 per $r00.c0 of assessed wvaluation would be
$240.00 or 1 per cent on a total investment of $24,000.

_ It should be noted too that while the owner of the building
fmght have to pay higher insurance in the old high fire-hazard build-
ing, .that the city also has to pay more for fire protection and fire
fighting where there are any considerable number of such high fire-
hazard buildings, and this cost is reflected in the higher tax-rate
and proportionately shifted to the rent burdens of the poor. ’

) The.entire cost of maintaining the Fire Department of New
York Qty is about $1.72 per capita of population, as compared with
2 cost in Cologne and suburbs of $0.25; Berlin, $0.26 ; Tondon, $0.19;
St. Petersburg, $o.22; Paris, $o.21; Budapest, $0.08. It’ is of,
course true that New York City has an extremely efficient Fire
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ture would be regnired, were there not stch widespread serious con-
flagration hazards.

Even though the owner of the factory pay immediately, too, the
increased insurance rates he will to the best of his ability shift this
increased cost on the consumer of his goods or attempt fo take it
out of his employees, since no manufacturer except under duress
pays for waste, or leakage in the cost of production. In any event
these extra costs may be partially laid to the system of penalizing
by heavy taxation the man who safeguards his employees, without
exonerating officials who permit the continuance of dangerous fire-
hazards. No justification can be found in morality, only in law,
for punishing or fining a man for doing right. Taxing Tasldings,—
which means the exemption of land values from adequate taxation
_injures both employers and workers. Each class to-day as dur-
ing past centuries is striving to secure the full values of what each
class produces. Both classes are despoiled of the values they create

by the legal but unmoral extortion of ground rents by landowners.

On this point they are agreed, and the most thoughtful members
of both classes realize that before they can distribute equitably the
values of their joint products, the confiscation of ground rents
must be terminated by reducing or abolishing taxation of buildings
and other forms of industry.

CHAPTER 1IV.

Alleged Objections to Heavier Taxation of
Land Values.

Aside from the general objection to taxing land values at a
higher rate than buildings, that it is “confiscation of property rights
and immoral” which is dealt with fully in the chapter on “The Moral
Sanction for Taxing Land Values Heavily,” several alleged objec-
tions are raised which deserve careful consideration. The most im-
portant objection presented is that it “will create a panic in real
estate and prevent the construction of new buildings because money
will not be loaned under such conditions, and mortgages will be
called.” .

The most direct and convincing answer to this claim is the expe-
dence of Vancouver, British Columbia. The marvelous success
irom a financial point of view of ‘the so-called “single tax” experi-
ment in Vancouver is described by Mr. Luther S. Dickey in the
“Single Tax Review” for May-June, 1g11. [t should be noted,
however, that even Vancouver has not tried out-and-out “single
tax,” that is it has not abolished all other, sources of municipal rev-
enue since dufing the year ending March 31st, 1911, there was
levied from the city:

_Personal Property

Income Tax .............. e, ce. - 5687611
Revenue Pol! Tax

$176,306,i9

iirief reference must be made also to the system of taxation in
Vancotuver as reported by the Mayor, L. D. Taylor, in 1910:

“The taxing of the ‘unearned increment,’ a term used to express
the increase in land values uninfluenced by the effort of the owner, is
no longer an experiment in Vancouver. Fifteen years ago the city gov-
ernment concluded to encourage building by reducing the improvement
tax fifty per cent. The effect was immediate. Fluge buildings at once
began to rise up where shacks had stood.

“Tn 1006, as & tesult of the success of the first experiment, an addi-
tional decrease of twenty-five per cent was made in the improvement tax.
At once building operations showed another startling increase—an
increase that when compared with the increases shown in the statistics
af other. cities was wholly out of proportion to the increase of
population, '
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7,258,505 78,000
13,150,365 93,700

Falrness compels the admission, however, that there seems to
be a defect in the operation of the tax, because too low a tax-rate
is levied, only 22 mills on the dollar,

The Editor of The Single Taxr Review, commenting on this,
s4ys:

“This must be accepted as a statement of fact, and not as favoring
the taking of no more than 2z mills on the dollar, It is no part of
the Single Tax to favor landowners as landowrners, But because 9o
of landowners have interests as builders, capitalists or Iaborers,
their gain from -the application of the Single Tax principle must be
quite as great as that coming to other members of the community. Ii
this fax of 22 mills on the dollar leaves the same amount of economic

. rent or site value in the hands of the landowners as before, or if—aus
now secms the case in Vancouver--the impetus to property caused by
the removal of the tax on buildings has been to actually increase eco-
nomic rent’ or site value remaining to landowners, there is even greater
necessity of keeping on in the way the city has begun, and taking grad-
ually an evér increasing proportion of land values until the full amount
is absorbed for public purposes. Otherwise Vancouver faces the inevi-

" table interruption that comes to the prosperity of every ‘boom town’
.whose history is a matter of record.”

The remedy for the failure to secure a larger share of the ground
rent is obvious, The «city should, instead of passing on to future
generations the cost of providing public improvements such as
streets, sewers, transit, schools, parks, etc, pay its way as it goes

-along. ~ The result of the policy the fathers and grandfathers of
‘the present citizens adopted of bequeathing to us the payment

for improvements they should have met, is shown in the enormous

‘debt charges which burden American cities.

The Report of the Corporation of Vancouver for 1910 states
that the value of the real property of the city at the end of that year
was $08,777,785, while the outstanding General Debentures and
Stock of the City amounted to $12,808,265. 95, or approximately 12
per cent of the total valuation of real estate, i. e., exclusive of im-

provements which are exempt from taxation. About $r0,250,000
“of this mummpal indebtedness bears interest of from 4 per cent to

O per cent, and over half was issued for terms of nearly forty years,
while the interest charges of the city were in 1910, $279,861.16,
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exclusive of the lunped sum for “Interest and Sinking Fund” for

Sehools and Waterworks, aggregating $178,514.96, and the Sinking
Fund {Debentures other than water and "school)} amounting to
$ri8,001.38

In other words, the total “debt service™ of V-ancouver was in
1910, $575,470.50 out of a total budget of $1,042,227.26, 1. e.,_‘about
36 per cent. It is partly due to such reasons that land speculation
still continnes as indicated by figures which Mr. Dickey gives in the

magazine referred to above:

Two lots on which were two modest buildings were mortgaged in
1904 for $1,600. In 1910 the property was sold for $s55,000. In 1011 the
assessed valie of these lots is $2z,500, but they are on the market for
$7z000. Three vacant lots were sold in August, 1909, for $75,000; in
April, 1910, for $115000. They are assessed in 1911 at $63,125.

“snother lot was purchased in 1goy for $1,500. The owner has
refused $I'o,000 for it and is holding it at $15000. Tt is assessed for
111 at $3,000.7

Mayor Taylor frankly recognizes the nece551ty of securing by
taxation more of the ground rent. He has told the writer person-
ally that he expects to bring this about-as soon as possible, that is
just as fast as public sentiment will permit. The first step, he says,
will be to raise assessed values from 65 per cent, as at present, to
100 per cent, that is to full valuation; and the next to increase the
tax-rate stowly but to a much higher one than the present,—even at
full valuation.

In January, 1911, all buildings in Vancouver were restricted in
height to 120 feet, but not to exceed ten stories at the maximum
while Mayor Taylor believes that no tenements should be over-four
stories high at most and that the practical ideal for the wage-earn-
ers in cities on this continent is detached dwellings with gardens
and yards, The attainment of this practical ideal, too, he states, will
be helped by heavy taxation of land values, but involves also deﬁmte
restrictions on the use of land.

1t is significant, too, that the leaders of the erganizations which
have done most in this country to promote the construction of good
homes to be owned by wage-earners, the Savings and Loan Associa-
tions heartily favor the reduction of the tax-rate on buildings. Com-
menting on the criticism of the bill before the New York .State
Legislature to reduce the rate of taxation on buildings o one-half
the tax-rate on land, Mr, Walter 1.. Durack, Chairman of the Execu-
tive Committee of the Metropolitan League of Savings and Loan
Associations, says:
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“I have paid taxes for twenty-five years on vacant and improved
land, and have never lost anything by reason of the assessment. Some
years I have paid as high as $r,000 in taxes. The halving of the tax-
rate on buildings will be a benefit to real estate as a whale in New
York City.

“I have loaned several millions on such property, and am sure that
halving the tax-rate on buildings will not in any way interfere with
loaning money for all legitimate purposes, whether on buildings or on
vacant land.”

Mr. Charles O°C. Hennessy; President of the Franklin Society

for Home Building and Savings, says:

“So many misleading statements have been made as to the result of
making the rate of taxation on buildings one-half the rate of taxation on
land, as provided in the Sullivan-Shertt bills, by five equal reductions in
as many consecutive years, that I wish to express my judgment on the
matter, reached through twenty-five years of experience in the business
of placing loans, as an officer of a savings and loan association. During
this quarter of a century I have placed many millions of dollars in
loans on buildings.

“Even admitting that there would be a slight reduction in the value
of land, this will be only a small portion of the increase in the value
of new buildings, A difference is made in the rate of taxation, not in
the assessments,

“The other claim that mortgages would be called in upon a large
scale is also disproven by the past experience of the city. The average
increase in the rate of taxation on. both land and improvements in most
of the boroughs of the city during the past three years has been as
great as the increase that would be involved in halving the tax-rate on
huildings and no panic has resulted. An increase of .0g per $100.00 on
assessed value of a tenement, assessed for $30,000, on a Iot assessed for
$10,000, is $36.00. With the halving of the tax-rate on buildings, how-
ever, while the increase in the tax-rate on land will amount to about

$o.00 this year, the decrease in the tax on buildings is abont $3000 a

year, showing a net saving of $30.00 a year, or by the time the full half
tax-rate on buildings is.in force, of about $150.00. Even when this rate-

" is in operation, however, the tax-rate on land will be only about $2.20

per $100.00 of assessed value. A building in moderately good order is

: usually assessed for from two to three times the assessment on the land,
and the larger earning capacity of the buildings through rednced taxes

would encourage the lender of money to let his loan remain on the
property, To call this legislation ‘confiscatory’ in an economic sense is
itlogical, since a tax of even $3.00 on land, or about half as mueh again
as would be required, would leave a margin of 5 per cent to 6 per cent
profit, If the tax were $2.20 per $100.00 value on both Tand and build-
ings, the Allied Real Estate Interests would probably not call it ‘confis-
catory,’ but it is the distinction in rate of taxation on land and buildings
which seems to perturb them needlessly. Mr, Robinson continues: ‘Leg-
islation which is confiscatory in character as this is would drive such
investors out of the mortgage markets. As a result of this dr1vmg out
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of investment funds, there would be an inability o replace the mortgages
so galied, and a panic in real estate price would ensue’ As has been
shown, loans on improved land would not be withdrawn, since they are
safer with a better return., The only real estate upon which there is
the remotest possibility of any such effect as Mr, Robinson predicts is
yacant and wnderimproved land. The effect of such a tax upon this
yaecant land will be to compel the owner to improve it, and this is just
what it ig intended for. Money is not lent, however, upon vacant land,
and so the slightly higher tax upon land will not affect the present loans
to anv material extent. The cheaper the land, the more inducement
there is to the owner to improve it adequately, which is stimulated by
the Jower tax-rate on buildings. It is evident that the exact reverse of
the calamity the Allied Real Estate Interests predicts would follow
the enactment of this bill, would actually occur, and that there would
he » marked stimulus to the construction of much needed tenements
and homes and factories to relieve the fearful overcrowding of rooms
in tenements such as the Congestion Commission reports, and the over-
crowding of factories such as was an important cause of the recent
disaster in the Triangle Shirt Waist Factory in the Asch Building.”*

Mr. John Moody, editor of Moody's Menual and Moody's Maga-

sine, states:

“T am unhesitatingly endorsing the Sullivan-Shortt bill for grad-
uaily reducing the rate of taxation on buildings and concentrating it on
Tand values, for the reason that it appears to be, by every analysis, the
sanest and most just piece of legislation propesed in many a long day.

“Every so often a lot of comfortable and well-meaning people
{many hailing from Wall Street, where I come from) suddenly awake
te the fact that the housing conditions in this great city are deplorable
and that the congestion of population ‘s most alarming,” Committees
are appointed, campaigns are waged, public parks in the congested dis-
iricts are advocated, model tenements are proposed, and then, after all
these things are done, everybody is surprised to find that rents have
meunted still further, and the congestion is greater than ever,

“But here at last we have a bill which goes to the root of the situa-
tion. No one will dispute me when I say that I know something about
the meaning of speculation. An experience of over twenty-five years
in Wall Street, where the whole atmosphere is charged with speculation,
has taught me to do a little thinking now and then, - And I know what I
am talking about when I say that nearly everything in Wall Street of
2 really speculative nature is capitalized land value. I have for years
seen this land value grow, in the shape of stocks and bonds, until to-day
we have about eighty billions of dollars’ worth of corporate stock in
this country, of which more than hali—the speculative half—is based
on land values purely.

“What are these land values? Are they capital? Capital is simply
stored-up labor, and Iabor is the one thing which produces wealth. This
production of wealth is not a bad thing; it is a good thing. It is the

*Note~—At a fire in this building, 143 girls lost thelr lives owing to
inadeguate ﬁre exits and fire protection.
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_cornerstone of our entire civilization, and why the people should be 5
‘anxiots to- tax it is something T never could understand. Of course T
understand why landowners wish to tax it. Something must be taxed,
and Mr. Astor, who owns both lands and improvements, knows that as
long as labor keeps busy feeding and clothing itself in New York City,
his lands will grow in value without any effort on his part, and he will
be able to increase his rents in direct proportion to the increase in the
valte of his lands. So why should he wish, through land valae
taxation, to distuth his present satisfactory position?

“Some one has said that to take taxes off improvements and put
them on land values would be confiscatory.  Confiscation is a great
word, especially in ‘Wall Street. 1f taxing land values is confiscation,
why 1s not the reduction of the tariff also confiscation? To abolish the
tariff on steel would impoverish a whole lot of people who have invested
in Steel Trust stock ar fancy prices, just as to tax the full, speculative
value of land would impoverish many speculators who are wbrking land
booms at the present moment. Dut on the other hand, abolishing the
tariff on steel products would give us cheaper steel, just as the lighten-
ing of the tax on buildings would give us lower rents and tend to
relieve congestion.

“I know something about panics and their causes, and T do not
hesitate to come out flat-footed and say that this is just the character
of legislation which will tend to prevent panics, as well as relieve
congestion.”

2. “Adequate transit lines alone, will prevent speculation in
land without the taxation of land valyes.”

- If there is any subject upon which real estate owners, especially
owners of vacant land, have mesmerized the public in American
cities it is rapid transit. It is perfectly true that enough transit into
cheap land, that is, lines which bring land cheap at the time they are
projected into the market by reducing the time from such lands to
the business and marnufacturing centers of a city might bave some

- effect—temporarily only—in reducing the price of land. Just the
reverse is the object of the owners of the vacant land who hound
municipal authorities to run transit lines out into their vacant land.
Wood, Harmon & Co,, a prominent real estate operating company
recently advertised in several New York papers—apropos of the
proposed extension of transit lines into Brooklyn where they own
or «control 20,000 lots, assessed for about $15,000,000—that they
would guarantee the same increase in value of some of their lots
with the proposed transit, as had occurred in the Borough of the
Bronx where Tots worth a few hundred dollars were increased in

value to four or five thousand dollars with the provision of rapid
transit, : ' R

Ome touch of cupidity makes the.whole tandowning 'frate‘rn.lty
akin, and every resl estate owner throughout.the country 1s_str1v1n'g
to ,:ecur!: the same special privilege o.f getting free-transrc_ to hlls
fand, to increase its value and his resulting profits, and not primarily
to keep his land cheap for the healthy 'dwelhngs of Wahge—ef.rner;
and other workers, While self-preservation may be the rs(;c aw o
nature, to get rich at other people’s“ expense is the second.

Another point also deserves consideration, .the. fact that money
invested in fransit is costing the ci’-:y not onlj_r $1r}k1ng fund chall'lges,
hut interest as well. Some transit companies in New Yo.rk }::vlti
now reached the height of dependence in asking that the city sha
guarantee them net profits equal to those at teast of an o'rc_hnary
industrial company. On the other hand, ch?.rltable experts .hke Mr.
Cyrus L. Sulzberger, for many years President of the: I-:Tthd H_e—
brew Charities in New York, have suggested that f:rans1t in that city
of such high land values and exorbitant rents should be as free as
walking in the streets. Naturally the land _specula.tor cheerfully
1’>r01101_{nces his benediction upon both suggfsstions because Khe maktj.s
money froin the passengers coming and going unt:le.l.' both proposi-
tions: The “forgotten man” in the case is the mllhons- of sweated
tenement dwellers who under our present system of taxing land and
buildings at the same rate pay the “guarantee” on the. cost of super-
fuous transit and “free” passage for the few people with sh?rt hours
of work, who could take legalized joy rides at the taxpayers’ expense
out to the cheap lands whose values rise—but are taken by the land-
owner—at just about the same rate as the tax-rate of‘tl_‘_le poorest
citizens who are left behind in crowded sections of the city. )

One of the traffic experts of the Brooklyn Rapid Transit Com-
pany told the writer that that company in_ response to the demand
from citizens has planned lines far out from the center of Manhat-
tan which would not be needed for many years, at a total cosif of_ at
least $12,000,000. Now 4 per cent interest and 2 per cent s_mkmg
fund charges will mean a cost of $720,000 a year on this one 1nve'st—
ment, to be sure not a large sum for a city which refuses to think,
in tei-ms of less than millions, but nevertheless a preventable waste,
when there are scores of thousands of vacant or underimproved
lots within a short distance of the city’s centers which would be
made available for business and tepement use by taxing them a
littte higher and taking taxes off buildings. o

Superfluous transit is a waste in the cost of production W.hlch can
be largely eliminated by faxation of land values which will bring
available land into the market.
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The unused capacity of existing transit facilities in every Ammeri-
can city should be availed of before more transit at the cost of the
citizens at least is suggested. The situation may be further illus-
trated by the growing tendency in American cities to decentralize
industries. Naturally this involves the comstruction of lines to
carry freight, or the expense of trucking and draying. There are

comparatively few cities in the country in which the municipality-

constructs or owns such lines (San Francisco, Los Angeles, and
New Orleans being exceptions), but this is a much more economical
method of distributing population since, as Adam Smith remarked,
man is the most difficult luggage to move. Where freight belt lines,
as in Chicago and as contemplated in New York City, are con-
structed, however, by private initiative the need of taxing land val-
ties to keep the land thereby made accessible, availably cheap, is
more patent, although actually the need is practically the same
whether freight or transit lines are provided.

3. “The taxation of buildings and personalty at a higher rate
than land is not constitutional since it deprives people of their prop-
erty without due process of law and discriminates against one form
of property in favor of another.”

In the first place it is impossible to foresee what laws will be
declared  constitutional and what unconstitutional. The views
of state courts on confiscation of property differ widely. It is appar-
ent, however, that if any state legislature enact a law differentiating
between classes of property which it creates, this cannot be held to
be “without due process of law.” The American people in their
effort to secure for themselves the right of self-government, of which
court decisions have to a certain extent deprived them, are in pretty
general agreement with Abraham’s Lincoln’s statement that if the
policy of the government upon vital questions affecting the whole
people were to be irrevocably fixed by decisions of the Supreme
Court, the people would have ceased to be their own rulers. In
point of fact the Supreme Court has seldom declared unconstitu-
tional any act to protect the public health passed by a state legis-
lature, and the taxation of land values has been pretty definitely
shown to be an important health measure.

A case recently before the United States Supreme Court on
which they delivered an opinion April 4th, 1910, upheld the right
of a state to differentiate in taxing (Southwestern Oil Co. vs. Texas
217 U. S. 11,430 Supreme Court 496, affirming 100 Texas 647).
A Texas statute imposed a =2 per cent tax upon gross receipts from
any or all oils, etc., sold at wholesale in the state and a tax amount-
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ing to 2z per cent of the cash market value sold or handled or dis-
posed of in any manner in the state. This was upheld by the state
court but appeal taken to the United States Supreme Court which
affirmed the state court in the following opinion: '

“The Fourteenth A_inendment was not intended to cripple the taxing
power of the states, or to impose uponl them any iron rule of taxation.

“This court will not speculate as to the motive of a state in adopt-
ing taxing laws, but assumes—the statute neither upon its face nor by
necessafy  operation suggesting a contrary assumption—ihat it was
adopted in good faith,

“Except as restricted by its own or the Tederal Constitution, a state
may prescribe any system of taxation it deems best, and it may, Wi‘thout
yiolating sthe Fourteenth Amendment, classify occupations imposing a
tax on shme and not on others, 50 long as it treats equally alt in the
same class, .

“An occtipation tax on all wholesale dealers in ceriain specified
articles, does not on its face deprive wholesale dealers in those articles
of their property without due process of law or deny them the equal
proteetion of the law, because a similar tax is not imposed upon whole-
sale dealers in other articles, and so held as to the Kennedy Act of
Texas in 1905, levying an occupation tax on wholesale dealers in coal
and mineral oils.

#a federal court cannot interfere with the enforcement of a state
statute, merely because it disapproves of the terms of the act, questions
the wisdom of its enactment, or is not sure as to the precise reasons
inducing the state to enact it.” :

A further point has been raised that by taxing buildings at a
different raté from that imposed on land a legislature is really creat-
ing a new kind of property since the term “realty” as generally used
includes both land and buildings.

A legislature would not be creating any new kind of property,
however, since there is a clear, vital and permanent distinction be-
tween buildings -and land, but would be merely recognizing that
distinction. A legistature would appear, however, from the follow-
ing decisions of the New York State Court of Appeals to have au-
thority to create such different classes of property.

The power of the legislature in matters of taxation is broader
than in almost any other field. ‘ :

In the case of Janet vs. City of Brooklyn, gg N. Y. 300, the Court
of Appeals said: :

“The power of taxation being legislative, all the incidents are within
the control of the legistature. The purposes for which 2 tax should be
levied; the extent of taxation; the apportionment of the tax; upon what
property or class of persons the tax shall operate; whether the tax
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shall be general or limited to a particufar locality, and in the latf:er case,
the fixing of a district of assessment; the method of collection, and
whether the fax shall be 2 charge upon both person and propesty, or
bnly on the land, are matters within the discretion of the legislature,
and in respect to which this determination is -ﬁnall.” i

Discrimination between different classes of property or different
kinds of tramsactions is generally recognized in our present tax law.
Thus in New York, transfers of stock are taxed, but not transfers
of general merchandise, inheritances are taxed at various rates ac-

" cording to the value of the property affected and the relationship

of the beneficiary to the deceased owner. Mortgages are taxed
differently from other persomal property, and this mortgage tax law
was upheld by the Court of Appeals in a strong decision in the Case
of People vs. Ronner, reported in 185 N. Y., page 285. Similar
differentiations exist in the tax laws of other states. ‘

Relatively little fear need be felt as to the .constitutionality of
the proposed measure, although it might perhaps be held by courts
that any sudden change, as the sudden abolition of all other forms of
taxation and the concentration of all the cost of government on land
values, would be confiscation, because tipsetting the basis of business
transactions without giving any time for adjustment.

4. “Other sources of wealth are as much ‘upearned’ as the in-
crement of land values.” _ -

Prof. E. R. A. Seligman, discussing the “single tax” in his “Prin-
ciples of Taxation” urges strongly the injustice of taxing only land
values and exempting large fortuhes made in speculation on stock

markets, etc., from heavier taxation. So, too, the fortunes acquired -

through patent rights and copyrights, it has been claimed, shoulc} be
taxed more heavily as well s land values. With these contentions
the writer is in complete agreement, so long as and to the extent
that such sources of wealth are as unearned as is a large part of the
increment of land values. It must be remembered, however, that
the taxation of land values in cities is urged for municipal revenue
alone and not for state or national government. Proper sources of
revenue for mational, state and municipal purposes should not be
confused any more than should political issues in these three politi-
cal districts. : : : o
The total appropriations by Congress for 1911 amount to $1,027,-
000,623. While the total Public Debt of the United States bearing
interest is only $913,317,490, the debt not bearing interest is $381,-
497,583, and manifestly the disadvantages of a large debt justify
the finding of new sources-of revenue for the federal government.
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Diminishing returns from the tariff will make this an urgent prob-
lem, despite any economies that may be made in federal expendi-
tures. Arguments which might pertinently be brought against a
single tax upon land for the support of all government in the

country, federal, state, county, municipal, etc., have no weight

in considering the propriety of taxing land values more heavily for
municipal purposes. Prof. Seligman. himself in his argument before
the Committee on Taxation of the New York City Commission on
‘Congestion of Population seemed to favor a land increment tax,
for he stated: '

“1 do helieve that if you were to have such a system as the tax on
the unearned increment, secure a large revenue from that, and with
that revenue institute certain proceedings which would make the suburbs
far more attractive to the citizen, you would directly or perhaps indi-
rectly accomplish great results. For instance, in some of the German
towns they utilize for the cities latge sums secured in the main from
their insurance funds and the unearned incremént tax, for the building
of model tenement houses, for the improvement of the suburban sec-
tion and for the development of transportation facilitics. Those, it
seems to me, are the important points to be considered. How can you
make it possible for people mow living in the slums to live in places
where land values are much less and at the same time attend to their
ordinary vocations in life?” '

Mr. Chairman: “Was the raising or the expenditure of the money .

to have the effect you speak of?” .

“The expenditure would not have been made but for the increased
reverines which were designed to afford the means for this increased
expenditure, The tax on the unearned increment in the German cities
has been too recent and too slight to warrant any conclusion, but it is
expected, and on general principles it would be expected, that a tax én
uncarned increment would of course prevent the appreciation to that
extent of the value of land and would therefore prevent any further
congestion.”

With reference to a lower rate of taxation on buildings than on
land, Prof. Seligman said:

_ “Of course anything that would tend to decrease the capitalized
_ value of the land would tend so far, at all events, o reduce congestio.
If you could arrange the system of taxation in a way that is not pos-
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sible under present constitutional methods, 4. e., if you divide the city up -

into districts and put different rates upon different districts, then you
could to that extent diminish the value of réal estate of some districts
and of course increase it in others.” _ :

Mr. A. C. Pleydell, Secretary of the International Confetence
‘on State and Local Taxation and the New York Tax Reform Asso-
clation, says:
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“One reason why it seems it would be fair for the land in a grow-
ing community to bear the higher rate of tax is that the benefits of
public expenditures go so largely to increase the value of improvements.

We need not talk of who gets the benefits of these increased values or

the amounts; that is an shstract question at the moment. The practical

guestion is that the city is collecting and spending every year an enor-
mous amotnt of money. A good deal of this is spent on things that
may not be easily seen to be reflected in the increased value of land,
but a great part of it is reflected in the higher land value as street
_paving and such things, which we all know and admit tend to increase

materially the value of land. Public expendifures tend to increase the

value of land in the centers as well as in the outlying districts. There-
fore you ought to adopt the policy of taking a larger share of the value
of land. It is extremely hard fo say just where the increase does
come, but we know it does come. We know public improvements will
increase the value of land some distance away from the improvement,
as well as nearby, because such improvements enable the people to reach

2 business center. The Brocklyn Bridge, for instance, is a shining

example of the fact. It has increased values right around the Brooklyn

Bridge, but the Park Row rents are not nearly as high as the Broadway

rents or lots, and it has increased the value of the land in all down-

town districts. The increased tax upon these values would help fo pay
for these public improvements, which in turn, when they are made, will
help to increase largely the value of the land.”

5. “A land increment tax is unfair unless the city similarly re-
cotips the owner of land for any decrease, especially when due to
changes in proposed public improvements.”

The shifting of land values, decrease in one section and increase
in another section is constantly going on in many cities.

A decrease in value always—where assegsments are frequently
and carefully made—results in decreased assessments, and hence
dimninished taxes, while frequently such decreases are only tem-
porary and due to the transformation of the district from one use
to another as from residence to commercial purposes. There are
only a few spots in any American cities where there would not be 2
demand for land if the ground rentals were not so high. Failure
of the city to prevent too intensive use of land as well as to tax
it adequately, tends to create fictitious land values, which naturally
slump later as any speculative values are apt to do. ‘

A favorite objection, however, is that when a city projects 2
transit line, a parkway, etc., to be constructed at the expense of the
entire city, and then changes its plan, the city should refurn to the
owner of land the value of which has been increased the proportion
of that increased value which it .has taken. The defect in this
reasoning is apparent. The assessment is supposed to, and where
properly made, does merely register the actual open market value
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of the land. ‘This value of land the city does not determine, nor has
the land any increased value merely because the transit lines are
planned, nor even after they are constructed, except that due to the
people who use it. A network of railways through a district where
people could not possibly exist would not increase the/value of land
in that district. The owners of land which it is anticipated will be
needed, discount that value and attempt to secure it all.

The arguments for and against a land increment tax are suc-
cinctly stated by Mr. Robert Brunhuber of Cologne: L

ist. The increase in the value of fand is usually partly earned, Mr. Rober:.
only in rare cases completely unearned. _ " Brunhuber

2rdl. If the increase in the value is to be taxed, a decline in value fisfiﬁf“s the
is to receive compensation, and more particularly where the same in- ar::m?;;e_
dividual incurs a loss in selling one piece of property, this is to be ‘
deducted from any gain secured by him on another piece of
property.

3rd. The tax will be shifted from the seller to the buyer. It
wizl raise the value of the land and so impede the progress of land
rerorm, ' -

(1) Land v:%lue not only represents return on capital, but a A land incre-
ground rent which must be paid by the rest of the population to ment tex doss
the owner of the land. In cases of land, more than any other form not wipe ost
of ownership, great values are created by the activity of the com- e increment,
munity or by mere chance. : bt merely

. This form of taxing unearned increments does not propose to e
wipe _out by taxation the increase in value, it is simply to be taxed.
The increment tax is valued on a newly accruing income. It levies
10 burden on the taxpayer; only lessening an existing largely un-
earned gain (when levied at time of sale).

(2) Taxation of gains should be accompanied by compensation Decreases in
for losses. Here Mr. Brunhuber points out that there should lond olues
a distincti i i ould e hrough
2 distinction as to whether loss in value has been directly due to governmental
j‘)ubIIC action (under certain conditions, where the erection of a gas action distinci
tank or a slaughter-house injures the neighborhood, there should 70™ that due
be certain compensation for the detriment of the property, but that to other causes.
apparently should be made by suing the party constructin’ th
tank or slaughter-house, for d mjarely. . Land owmer-

s g , amages to the property injured). ship doesw’t
e e, e v oo o o oty g ok

) ) ets or theatres in one neighbor- © ##blic
hood, any claim for compensation on the ground of their removal improvemants

is to be rejected, ' ot the city's
expense,
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The most important objection is the third—that the tax will be
shifted from seller to buyer, and will servernot to lower the value
of land, but to increase it. N

Now every check on land speculation tends to Jower prices. This
effect is the greater, the higher the percentage of the tax and the
greater the amount of cash which consequently must be furnished.
While the details necessarily vary according to the special cireum-
stances of the several cities, the value raising effect of the ordinary
taxes on monopoly of real estate is paralyzed by it under the modern
conditions of speculative buying. Tt is obvious that an increment
tax, since it opens the prospect that a large part of the increased
gains will be appropriated by the community, stands in the way of
artificial rise in rents and real estate value. A substantial and
rapidly progressive tax of this sort hence tends to keep down the
price of land. :

None the less, something more is to be said. It is to be admitted
that sometimes there is such a demand for land that there is a pos-
sibility of shifting the increment tax to the ground rent and so
¢ausing great economic evils. This possibility must not be meglected
by the warmest advocates of the tax, the less so hecause the means
of obviating it are at hand. These are to be found in a firm policy
of land reform. The increment tax has been effective in keeping
land values down precisely wifere it has been accompanied by action
in this direction. L '

Tt should also be noted, on the Ginancial side, that the yield of
taxes of this sort is likely to be variable. No doubt the yield is likely
to increase on the whole, but not at any regular -rate. “The local
bodies (and the Senate) must take this probability of fluctuation
into account, and must make use only of an average ascertainable
over a longer period or accumulate the funds for some gpecific
purpose.

Finally, we have to consider the effects upon land reform. All
taxation of sites, especially of site gains, works toward such reforn.
I have already indicated why the increment tax will serve to check
speculation and to lessen the price of land. Every tax upon ground
rents tends to lessen the price of land; the increment tax is further
beneficial in its effect on the ways of buying and selling land. Ac-
cording as the earlier or later stages of ownership are more heavily
affected, this tax may serve to stimulate or to deaden the market
for land. Mr. Brunhuber states: «T believe that the fax should
begin with 10 per cent, should rise rapidly to 35 per cent (say
for an increase of value of 50 per cent), while 2 tax of 5o per cent
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te entirely reasonable where the increase in value is 100 per cent

or niore.’

Wy, A, C. Pleydell comments on a land increment tax:

"« was rather surprised to hear the advocates of single tax speak
in the same breath of taxing the unearned increment by taxilzg a cer-
{ain amount out of the value of land at the time of sale. All attempis
0 deal with the selling values of land in this way are dealing with
what i one sense is legal fiction. The only reason land has value at
all is that you can get a certain rental out of it, Ii you kee;; people
from collecting rents you destroy values. Now, how are you going to
tax the unearmed increment which disappears wherever you increase a
tax on the rental value, is a problem I have not yet been able to under-
stand. It is interesting to see how that would work out. A man pays
4 certain amount of money for his land based upon the estimated met
return, but if he is deprived of a certain amount of his net return by
an increase in the annual tax, the land will have its selling wvalue
reduced. The intricacies would amuse one. And if you add a 50 per
cent tax on the unmearned increment to the total tax upon the annual
yalue of the land, based on the selling value of the land in a lump sum
it certainly would be a grinding between millstones.” ’
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CHAPTER V.

Economic Reasons for Taxing Land Values

Heavily
! .

The Brief survey of some results of the present system of taxing
buildings at the same rate as land has shown the complexity. The
bill introduced in the New York legislature providing for making
the rate of taxation on all buildings one-half the rate of taxation
on all land was endorsed by many prominent business men, bankers,
quanufacturers and professional men. In a statement supporting
this bill, entitled “To Free Industry and Encourage Enterprise and
Tiffort,” they assign the following reasons for the emactment of
the bill:

“The proposition to make the tax-rate on all buildings half the tax-
rate on all land in New York City offers an important measure of free-
dom and incentive to the business ien, manufacturers and constructors
af Luildings in the city. They have long felt and expressed the desire
fnr relief from the growing burdens of taxes on business premises,
factories and tenements—for the heavy taxes on tenements reflects itself
inn the necessity for higher wages. Such stimulation of business enter-
prises will be immediate and vital as soon as the proposed adjusiment
of taxation is in foree. To secure the total levy upon ordinary real
sstate in 1070, in New Yorlk by taxing land double the rate on improve-
ments, including buildings of all sorts, the rate on land would have been
$2.103 per $100 of agsessed valuze; on buildings, $1.006 per $100 of
assessed values.

“In addition to the saving in taxes amounting on different classes
of buildings to from one-sixth to one-quarter of the usual taxes, the
proposed halving of the tax-rate on buildings will have three distinet
beneficial effects on business and manufacturing. ‘
“yst. It will bring more and cheaper land into the tarket fo

hissiness purposes. .

sand. Tt will make the landowner improve his land with buildings
and cause competition for tenants, thereby decreasing rents.

“3rd, Tt will make the landowner and not the lessee pay the taxes,
because the tax on land car’t be shifted to the tenant, and the tax on
buildings usually can.

“7e therefore recommend to business men this halving of the tax
on buildings in the hope that they will consider it in relation to their
business interests, and support the demand that energy and business be
encouraged, by the proposal to reduce by half the tax burden on all
improvements.”
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Tt will of course, be asked, “Why should industry not be made
to bear its fair share of the cost of municipal government by being
taxed at the same rate as land?”

The reasons are: _
1st. A tax on industry is shiftéd to the copsumer or Iaborer

whenever possible. It is impossible to determine exactly who pays
a tax upon business but the tendency is inevitable to turn it over
on to whomever it can most readily be shifted, and this is frequently,
if not usually, those least: able to bear it.

‘2nd. Industry has not yet begun to bear its own burdens.

There is a country-wide determination that business shall bear
its proper burden of the cost of industrial accidents and industrial
diseases.

While temporary setbacks to this popular mandate have oceurred
in a few states through crude, or worse, court decisions, neverthe-
less it is the settled determination of the people to exempt the work-
ers of the country from hardships and suffering in their employ-
ment due to conditions over which they have no control.

Industry, too, bas not paid fair wages to its workers, Labor
has been the last fixed charge on production, while an enlightened
public opinion is now demanding that it shall be, if not the first
fixed charge on industry, at least equal in its claim to that of the
capital invested. To pay a living wage under present conditions,
industry must increase its payment to laborers in this country by
hundreds of millions, and so long as the Tandowner, as well as the
government, is permitted to tax the manufacturer, this will con-
tinue and this tax will be shifted in large measure to the consumer.

rd. Tndustry taxed will remove from the jurisdiction of the

taxing power, because industry takes risks and landowning does

not in the same sense or to a similar extent.

To secure factories is the highest ambition of most growing
cities, evidenced by the attractions offered new factories to locate,
such as exemption from taxes, reduced taxes, free sites, {ree water,
water power, etc. . ‘

4th, Industry must provide safer conditions for workers than it
has Hitherto. Brutal and unhealthy overcrowding and dangerous
fire-hazards exist in most large manufacturing cities of the country,
the remedying of which will involve large expenditures by manu-
factarers. With a uniform rate of taxation on land and buildings
this will put a heavy and unjust burden upon industry—which can
be prevented only by a lower tax-rate on buildings. In most states
250 cubic feet of air space only is required for every employee
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in a factory during the day, but there is practically no means of en-
forcing this law and often workers are so crowded that only 150
to 200 cubic feet of air space is afforded. In point of fact as much
air space should be required for factories as for tenements, and the
regquirement for tenements in this country varies from 400 to 700
cubic feet per occapant.. Ona conservative estimafte many mant-
facturers in large cities should be compelled to provide at least
double the amount of cubic air space now provided as well as to
furnish fire towers connecting or party walls and adequate exits,
while many buildings now used for manufacturing purposes cannot
by aty structural changes, be made safe, but should be demolished.

sth. Government already exercises through State Departments
of Labor, the Interstate Commerce Commission, Public Utilities
Commissions, ete. much closer supervision and control even now
over the business interests of the country than over the landed
interests.

Tnadequaie as is admittedly in many states the work of the De-
partment or Bureau of Labor, nevertheless their functions are con-
stantly enlarging as the citizens of the state appreciate the need
for standardizing conditions of working and this appreciation ex-
presses itself in laws regulating hours of labor, sanitary conditions
of factories and providing for arbitration or mediation of indus-
trial differences or disputes. Thirty-four states and the Philippine
Islands now have such a bureau.

The Interstate Commerce Commission has unique jurisdiction
based upon the police rights of government to regulate those rela-
tigns which cannot be determined. by private control and agreement
any mote satisfactorily or equitably than can a single worker in the
higgling of the labor market ensure for himself a living wage. The
right of this Commission to review rates and adjudicate them,
however nniortunate some of the decisions may have been, is never-
theless the revival of the principle accepted by the fathers of the
country of the right of collective supremacy over individual caprice.
The exercise of that right was in abeyance for many years during
s&fhich the motio of the country was, as Mr. Herbert Croly states,
“individual agerandisement and collective irresponsibility,” but the
national disgust and apprehension of action in accord with that
motto is complete as the social results of such action have become
apparent. '

. The creation during the past few years of public utilities or serv-
ice commissions in seven states of the Union, and the partial
control of public utilities exercised in fifteen other states, as well
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as the fact that progressive cities such as Los Angeles, Kansas
City and St. Louis have created similar municipal utilities commis-
sions, emphasize the fact that the regulation of public services and
atilities by competition is no longer sufficient and that collective
control. 15 essential,

In many respects private land ownership unregulated is more
dangerous than public utilities companies unregulated since the
threat of competition cannot be used to club land into public serv-
ice instead of extortion from the public. Land ownership is, however
comparativicy unregulated; the chief exceptions being build-
ing regulations, and prohibition of the use of land for public nui-
sances, Landowners alone have the right to “tax what the traffic
will bear,” even the injustice of our tariff being mollified by giving
manufacturers the right to levy only a specific or ad velorem tax
upon the public consuming their products. Ieavy taxation of land
values is the most direct, cheapest and effective method of regulat-
ing the use of land, comparable to the regulative control exercised
in other fields by the governmental agencies enumerated.

6th. Adequate taxation of land values—as will be shown later
in discussing the fiscal advantages of tixing land values—will re-
lease large sums of money {or other purposes and tend to reduce
interest rates. Prof. E. R. A. Seligman in his “Principles of Taxa-
tien” states with reference to the claim of single taxers that more
huildings would be constructed if land valaes were heavily taxed
or taxes on buildings abolished, that there is not any general fund
lying around loose seeking investment in buildings, and that no
such fund can be conjured up. If, however, New York City shouid
pay its debts as it goes along or even a large share of them, and
should issue only $31,000,000 of corporate stock a year instead of
$71,000,000, meeting the $40,000,000 additional annual expenditures
by taxing land values, it is apparent that $40,000,000 would be seek-
ing investment. '

The $2,000,000,000 of municipal debt of the one hundred and
fifty-eight cities having in 1908 a population of 30,000 or over as
gradually paid off would naturally be seeking other fields of invest-
ment, and very few of these cities pay over 414 per cent interest,
while many issues of corporate stock net only 3% to 4 per
cent. A curious illustration of the alternatives which will be sug-
gested to prevent taxation of land values is found in the coincidence
that while preparing this hook the writer received a letter from a
prominent real estate operator in Brooklyn deploring the high rate
of interest charged builders, especially in Brooklyn, and suggesting

Y
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that the state or county should borrow money at 4 per cent and
loan it to builders at 4)% per cent (charging 34 per cent for the
risk and expenses) in the hope that the competition of lower rates
of interest would reduce the present interest and commission charges
to builders, amounting to 7 per cent to 8 per cent. This is a novel
suggestion of adding to the heavy burdens upon the poor, of the
state and county expenses involved in the present systems of taxa-
tion for state and county purposes, so as to encourage land spectila-
tion, instead of taxing land values sufficiently so as to release mil-

Lons of capital now loaned to the city which would reduce rates by .

natural economic laws of supply and demand.

The suggestion amply demonstrates, however, that economic
taws when their working is not hampered by economic injustice
are a sufficient corrective of many social evils. It is, of course, much
casier and more profitable to loan large sums to the city secured
by the city’s credit which in turn is based upon the industry of the
entire population, than to loan money in sums of $1,000.00 to $10,-
00000, but when cities stop borrowing money so prodigally the nat-
ural result will be a lower rate of interest both to cities and to other
borrowers. It may be noted in passing that' European and British
municipalities borrow money at 314 and even 3 per cent.
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. CHAPTER VL

Some Fiscal Reasons for Taxing Land Values
Heavily

Adam Smith enumerated canons of taxation which have stood
the test of many years. Among the most important of his canons
is the first fiscal reason for taxing land values heavily.

“The patrimony of the state must not be impaired,” while, too,
“taxation must be equal.”

This is more generally phra.sed to-day, “Don’t tax anythmg that
vou want to keep or anything that can run away.” Admittedly land
can’t run away, nor can its amount or usefulness be lessened by
taxation, nor its uses.

Revenne from present sources in cities in this country and
abroad, as well as from many suggested sources, tends to drive in-
dustry out of a city and state and to reduce the taxable base, or
to invelve a larger expenditure by the municipality.

Since the largest and most important levy in most American
cities is upon general property a consideration of the fiscal effects
of taxing buildings at the same rate as land must be considered.
The right of dependent citizens to support by the municipalities in
which they have a legal settlement is generally recognized. It is
equally generally recognized that it is more expensive to care for
a patient in a hospital than in a home, to try to patch up a broken-
down constitution than to keep the individual in good health. Rev-
enuc therefore, from taxes upon buildings which as has been shown
are shifted upon the tenant even if he is trying to support a family
upon a deficit, and from taxes which require him to pay more rent
thereby reducing his vitality through deprivation, and hence his
carning capacity, is a very expensive revenue because it compels
an expenditure by the city of many fold the total receipts from such
taxes to remedy the suffering and injury caused thereby. The se-
curing of revenue from such taxes on buildings which lessens the
supply and increases the cost of good ones while increasing the
profits from old ones is manifestly short-sighted. Waiving all con-
siderations of humanity and economy to be effected in industry,
from a purely fiscal point of view the city can't afford such extrava-
gance as paying $5.00 for hospitals and care of the poor to collect
$1.00 from taxing houses.
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Former Commissioner of Public Charities in New .‘York, Hon.
Robert W. Hebberd states the case not only for New York, but in
principle for every American city when he said:

“Congestion of population is contributing very largely to the
$10,000,000 a year which New York spends on her departments for the
prevention and the cure of disease.”

High rents are a most fundamental cause of congestion of popu-
lation and room overcrowding. The same bad fiscal effect follows
the taxing of buildings used for commercial and manufacturing
purposes.

The total receipts of the one hundred and fifty-eight cities of the
United States which in 1908 had a population of 30,000 or over,
from special property and business taxes, business licenses (ex-
clusive of liquor licenses) and permits amounted to $20,764,643, or
about one-twenty-third of the total revenues of such cities in that
year. Such taxes militate against husiness and at the same time
against the city’s best fiscal interests, '

The proposal to tax foreign business corporations or individuals
doing business in a city, but living in an adjoining state is a slightly
different proposition, but nevertheless tends to discourage business in
the city levying such a tax. ' ‘ '

New York Ciiy’s systemr of taxing personal property and build-
ings bas driven practically every large factory making heavy goods
such as machinery out of the city and over to New Jersey. This
is fiscal suicide.

Heavy taxation of franchises is suggested, but in so far as cor-
potations holding municipal franchises are lmited to a certain net
return any tax on such franchises merely tends to increase rates and
reduce the grade of service, while cheap rates and rapid service are
both essential in American cities—pending the distribution of fac-
tories-—to improving the living conditions of workers therein.

A tax upon automobiles for instance to take an illustration of
manifestations of “conspicuous consumption” cannot be shifted, but
if heavy would doubtless reduce the number of persons using auto-
mobiles and hence the demand for cars, chauffeurs, oil, garages,
etc., with all the labor employed in these lines of production, while
being 2 heavy tax upon industry in which they are extensively used
and hence tending to drive factories out of the city levying such

. taxes.

The New York Special Tax Commission which reported to the
Legislature in 1907 recommended a graduated habitation or ocau-
pancy tax, as a substitute for the personal property tax, to be levied
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upon homes or mansions based upon thf_a- agsesséd \ialuatifm of land
and boildings, but with 2 sufficiently h}gh exernption so as not to
affect those who have only a moderate income. o .
Similarly a progressive tax upon skyscrapers or buildings _whlch
exceed a cerfain cubage or voltme is entirely feasible and n(?t incon-
cistent with the taxation of land values since a skyscrape_r is in the
nature of a special privilege absorbing much of the cap:f.mty of bojih
sirects and other means of transit which are 'both.supph'ed at public
expense. A (ax upon excess volun{e of 1'911'11d1ngs is therefore only a
species of franchise tax for a special privilege over the cha:rges for
“Zch ncither city, state nor federal government exercises any

Servision or control, N
Taxes on dogs, carriages, ete, are valuahle as a means of driving

them out. .
A too heavy inheritance tax, as the experience of New York

State during the past year has plainly demonstratéd, drives capital
out of a state, and while from a moral point of view this should not
deter a state from imposing a right tax—it is a fiscal mistake.

A progressive income tax for municipal purposes would also t_end
to drive wealth out of a city, while an income tax .i_s manifestly unjust
and an inheritance tax only slightly less so which fails to distinguish
Letween a lazy and an earned income. :

On the other hand the heavy taxation of land values is a stimu-
lus to the improvement of land, thereby increasing its utilization and
the taxable base of the city. A heavy tax on land values increases
the patrimony of the state and is equal.

2. The tax upon land cannot ordinarily be shifted, and a tax
which can be shifted, and is hence uncertain, is always bad from a
fiscal point of view.

Starting with Adam Smith nearly all economists are agreed that
a tax on land cannot be shifted as the following quotations show:

“Though the landlord is in all cases the real contributor, the tax
is commonly advanced by the tenant, to whom the landlord is obliged
to allow it in payment of the rent.”—Adam Smith, “Wealth of Nations,”
Book V., Chapter I1., Part 2, Art, 1.

“A tax on rent would affect rent only; as it would fall wholly on
tandlords, and could not be shifted. The landlord could not raise his
rent, hecause he would have unaltered the difference between  the
produce obtained from the least productive land in cultivation, and that
obtained from land of every other quality.”—Ricardo, “Principles of
Palitical Economy and Taxation,” Chapter X., Section 62. _

“A tax on rents falls wholly on the landlord. There are no means
by which he can shift the burden upon any one else. A tax on
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rent, therefore, has no effect other than its obvious one. It merely
takes so much from the landlord and transfers it to the State. ’—-Jokn
Stuart Mill, “Principles of Political Economy,” Book V., Chapter 1},
Section 2,

“The power of transferring a tax from the person who actually
pays it to some other person varies with the object taxed. A tax on
rents cannot be transferred. A tax on commodities is always trans-
ferred to the consumer.”—Thorold Rogers, “Political Economy, 2nd
edition, Chapter XXI,, p. 28;.

“The incidence of the ground tax, in other words, is on the land-
lord. He has no means of shifting it; fof, if the tax were to be sud-
denly abolished, he would neveriheless be able to extort the same rent,

since the ground rent is fixed solely by the demand of the occupiers.

The tax simply diminishes his profifs.”’--E. R. A, Seligman, “Incidence
of Taxation,” pp. 244, 245.

As Mr. C. B. Fillebrown states, “Ground rent is as a rule, ‘all the
traffic will bear,’ that is, the owner gets all he can for the use of his
land, whether the tax be light or heavy. Putting more tax upon land
will not make it worth any more for use, will not increase the desire
for it by competitors for its tenancy, will not increase its market
value.”

Wall Street voices its realization of this fact and of the basis
of large fortunes in land values in the following statement in “Mar-
ket Letter” issued, August 21st, 191, by Mr. Byron W. Holt:

“While the land-tax value may be an excellent device for ralszng
city revenue, it will, if carried far encugh, work havoc not only with
investors in real estate morigages, but with investors in many railroad
and industrial stocks, the value of which comes largely from real
estate.”

3. Land cannot be hidden as can other sources of revenue, and as
its value is always increasing automatically, it is a certain and definite
source of income-—which can be most readily and cheaply collected.

The assessed valte of land in 2 city can be .more definitely ascer-
tained than can any other conceivable form of city revenue. |

Even making allowance in valuing buildings for age and de-
preciation, it is difficult to arrive at their fair valuation. Attempts
to assess personal property result in raising a race of liars instead
of raising revenue.

The sum that will be yielded from licenses for business, trad-
ing, bootblack stands, lodging houses, etc., is always an estimate.
Most cities in the United States recognize this fact and estimate
the amount to be raised from all other sources except the tax on
real estate and personalty and then upon the ascertained assessed
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vatue thereof determine the tax-rate to raise the revenue needed-

to meet the dty’s expenditures.

The cost of collecting any other tax than the tax on land is
very muck, more expessive, since it involves not only a large
amennt hookkeeping but as well detectzve work in ascertaining
or gues$ing at wealth

4. Taxation of land values is an adequate source of revenue
for every city in America. -

If a fair rate of taxation on land were not sufficient to meet
all legitimate municipal expenditures there would be less point in
arguing for the adequate taxation of land values.

As has been stated earlier relatively few cities separate land
and improvement values, but the conditions in those which do
suificiently prove the potentiality of this source of municipal rev-
enue.

NEW YORK CITY.

The total assessed value of land in New York City in 1910,
exclusive of “Real Estate of Corporations” and “Special Fran-
chises” was $4,001,120,651 while the total levy upon land and
buildings for all municipal and county purposes was $115,080,-
37779,

The total ordinary budget of the city, that is the sum

appropriated by the city for current expenses, was. ... $157,773,145.53

The “Corporate Stock” warrants paid amounted to 71,747,316.40
The Special Revenue Bond warrants amounted to 7,3006,455.75

That is, these total municipal expenditures were $236,916,017.74
Other levies were, however,
On Special Franchises and Real Estate of
Corporations ...........cveeveenn.. veess $0,804,795.50
Cn Personal Property 6,580,800
Afl other sources (estimated), including
revenues of Bank Tax, Mortgage Tax,
Excess of Excise Tax, State School Fund

and Previous Appropriations - 32,030,080.45

48,425,504.72

Amount to be raised by taxation on land alone $188,401,323.02

It will thus be seen that to raise the total expenditures of the
city in 1910, mcludmg corporate stock and special revenue bond
warrants paid, by taxing land values alone the rate would have
been only §5.90 per $100.00 of assessed value which would not be
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entire confiscation of gro{md rent since I per cent to 2 per cent
would still probably have been made by the owners of the ground
rent, the landowners. This is “single tax” and paying all the city's
expenses by a tax upof land values alone.

Tt should be noted, however, that land in New York was not
assessed at selling price in 1910 and its assessed valuation in 1giy
was nearly $555,000,000 greater, so the tax-rate on full value
would have been much less. “Real Estate of Corporations” and
“Special Franchises” also are excluded from heavier taxation gince
reduction in charges to the consumer by any corporation whose
charges and profits are determined and limited by a Public Serv-
ice Commission is more important than securing taxes to be shifted
to the ultimate consuiner. Robbing Peter fo pay Paul is an out-
grown game when governmental control and regulation is estab-
lished. : 7
To raise the total expenditures in 1910 of New  York City,
exclusive of the revenmue from personal property and taxes on

“Real Estate of Corporations” and “Special Franchises” by tax-

ing land values, would have required a tax-rate of only $4.78 per
$100.00 of assessed value, while to have raised the so-called “bud-
get” exclusive of the Corporate Stock budget and the issues of
special revenue bonds, by a tax on land without taxing buildings
but taxing personal property, banks, mortgages, etC., as was done
would have required a tax-rate of only $2.87 per $100.00 of as-
sessed value. The important point which has been fully established
is that a much higher tax-rate can be safely imposed on land than
at present and all taxes on puildings can be abolished without
in any way “confiscatiig” ground rents, and it should be noted

that this is not the “single tax.”

BOSTON.

The figures prepared by Mr. C. B. Fillebrown for Boston in
190y are so graphic and convincing that we reproduce them. He
found that 125 pieces of real estate in various sections of the city
were sold at prices averaging one-fifth higher than their assessed
valuation, indicating that they were assessed at five-sixths of their
true value, and concludes.

~ “Based upon the foregoing ratio, the following conservative estimate of
the gross land value of Boston is submitied for scrutiny and criticism :
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A CONSERVATIVE CALCULATION OF BOSTON'S
GROUND RENT.

sed valuation® of Boston’s land for 1907, which

nnd nmmbers
wihg &F its selling value, then the addition of

$653,000,000
130,000,000
i wive us as the net selling value 483,600,000
Adding to this the capitalized value of the amount of tax
aose on the land, $15.90 per thiougand on $653,000,000,
or $i0,592,000 at twedty years purchase 207,600,000
Wanld give as the true capitalized ground-rental value....
44d moderate estimate for franchises, say

$091,200,000
108,300,000

anud we should have as a basis of assessment under the

single tax a total capitalized ground-rental value of at

least . $1,100,000,000
At = per cent this would indicate for Boston a ground

rent of 55,000,000
O considerably more than double the total taxes of Boston.f”

Puiting this in another way: To secure the total levy of $20,-
886,225 on land, buildings and personalty by taxing land values on
‘he basis of the assessment at five-sixths of the actual value, would
live required a tax-rate on land of $3.19 per $100.00 of assessed
values, while on the real value of land, the tax-rate would have
Been $2.60.

* The official figures are:
Valuation.
$652,995,300
417,869,400
242,600,857

Tax.
$10,382,700
6,646,200
3,857,435

Buildings
Personalty

$20,886,335

$1,313,471,557

. + Boston's income from taxation in 1907 was:
fand values $10,382,628
6,644,212
3.857,449
300,966
1,087,703
1,070,585

Buildings and other improvements
Personal estate

{orporation taxes
Liquer licenses
Boston’s to?al city tax (including state tax) $23.,4217542
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CHICAGO.

The assessed land value of Chicago in 1911 is $395,01i,1r51,
but Assessments are only about one-third of true value, so that ihe
full value is $1,187,733,334.

The total municipal budget in Chicago in 1911 is $58,054.000.
To have raised this total budget by a tax on land alone wouldl

have required a rate of only $4.88 per $100.00 of full assessed

value, though the rate on the valuation used would have . been
$14.66. Chicago’s net bonded indebtedness in 1910 was $30,8g7,000.
Naturally the “full value” of land is a relative matter, depending
ypon many factors, and the estimate that the full land values of
Chicago were three times the assessed valuation may be a little
high; but the important point is that even on the basis of the
assessed value of $305,011,111, the total tax-rate to raise Chicago’s
budget for 1911 by taxing land alone would have been $14.66.

BUFFALO,

The assessed value {full) of land in 1970 was
The assessed value (full) of improvements in 19I0 was

$169,340,015
165,462,150

$334,802,705

The city budget in 1910 was §7,704,137.03.

To have raised the total municipal budget by a tax upon land
values alone would have required a tax-rate of only $4.55 per
$100.00 of full assessed value, while to raise the actual levy upon
land and buildings for all purposes, amounting to $7,332,180.55,
would have required a tax-rate of $4.33 upon land.

The et bonded debt of Buffalo in rgro was $22,168,128.58,
while the total principal received from sale of bonds during the

year amounted to $3,635,241.80.

OMAHA, NEBRASKA.

The assessed value of land in Omaha in 1910 was

The assessed value of buildings 12,723,471

$24,04 1,500

Both land and buildings are assessed, however, at anly one-
fifth of their full value, and the tax-rate on both for city pur-
poses in 1910 was $6.29 per $100.00 of assessed value, the tax yield
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$12,218,003

being $1,3568824.50. To raise the'levy by taxing land only the
rate wonld have been per $100.00 of full assessed value only $2.57.

WORCESTER, MASSACHUSETTS.

The ful’ fair value of Ie- 1 in Worcester in 1010 was

The full fair value of buildings 63,414,450

Tetal o ieciiirareaireane e $110,447,200
The levy on land and personalty was $1,071,838.00, and to
raise thiz by taxing land values alone, the tax-rate would have

been $a.14.
WASHINGTON, D. C,, (City and County.)

The asscssed value of land in
FGIE WAS «vvanrsnnrsesssacsasnns $151,711,066; real value, $227,567,040
The 1 value of improve-

ments v 133,441,805 ; real value, 200,162,707

TYotal assessed value in 1910 was... $282,153,771; real value, $427,730656

The total real estate tax for the fiscal year ending June zoth,
110, was $4,277,306.57 and the personal tax, $1,007,022.41; total
%5,284.328.9%  To have raised this sum the tax-rate upon the full
valae of land would have been $2.33 per $100.00 of full assessed
land wvalue, while the actual tax-rate upon land, buildings and
personatty was only $1.50 uponr a two-thirds valuation:

SPRINGFIELD, MASSACHUSETTS,

The assessed full value of land in 1010 was
T sed -full value of improvements in 1910 was........

$48,704,680
46,279,980

Fotal i bt ratesetarariunracanesrernnreea $04,084,660
The municipal budget in 1010 was $1,830,420.
To ruse this budget by taxing land alone would have required
a tax-rate of only $3.76 per $100.00 of assessed value, instead of
the actual tax-rate of $1.58. -
The assessed value of land increased from IgIo to 1911 by
$3.407.08¢ or almost exactly 7 per cent.

KANSAS CITY, MISSOURL

fr 1gro the assessed land valte Was.... ..coveeovnns “oeeenaas $60.355,420
The agsessed value of buildings was aerannns 40,014,480

The total net municipal expenditures were only $3,001,901.71,
and to raise thizs sum the tax-rate on assessed land valies alone
wonld have been $5.12 per $100.00. Land in Kansas City is, how-
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ever, assessed for only 15% to 40% of its real value, and taking
even the conservative figure of 50%, the tax-rate on full iand valies
to meet the city’s budget would have been only $2.56. The actual
tax-rate on all property in the city is $1.25 per $100.00 of assessed
value, while a 25¢ tax-rate is levied on land values alone for park

maintenance.

Lond values  While data is given for only a few cities, it is evident that
are an Gequdle o1 the revenue now raised by taxing land, buildings and persomal
source of muni- . . A

cipel revenwe  PTOPETLy could be raised by taxing land values alon?, w1thout_a'p~
in American ~ Proximating confiscation. It is equally patent that in most cities
cities. merely to make the rate of taxation on buildings and personal
Cities shouwld Property one-half the rate of taxation on land without increasing
include many ~ Municipal expenditures to meet the city’s full social obligations,
deferrved and without paying by current taxation for many public improve-
poyments in  ments now paid for by long term bonds, will not enable the city
annual budgets. ¢ sacyre any material proportion of the ground rent now taken
by the landowners. That this must be taken gradually is no more
apparent than that the alternative to such adequate taxation of
land values in order to ¢nable the city to secure these ground
rents, is municipalization of land.

If 6 per cent net is now considered a fair return upon land
values, a tax-rate of 2 per cent while the property yields 8 per
cent~-or should yield 8 per cent~to be divided between the city
and the landowner,—is too low a tax-rate. There is a grim but
dire irony in the fact that the constitution of New York state lim-
its the tax-rate for municipal purposes to $2 on every $100.00 of
assessed value exclusive of expenditures for debt service. Even
under such a provision, however, the tax-rate on land values in
1910 could have been $4.51, which would have yiclded the con-
siderable sum of $180,488,541.07, instead of the actual levy of
$70,753,231.24. Six per cent net profit on the assessed land value
landowners of New York'in 1910 (a low assessment) would have yielded to
in roro the owners $240,067,689.06. There are probably very few who
#2q0,067,00000. would claim that the rights of the nearly 5,000,000 people who

contribute to the land values of the city are to the rights of the
New York City owners of ground rents only, as $70,753,231.34 are to $240,067,-
is entitled 10 o4 o6 the potential value to the ground rent owners. They agree
sirove than one- . o e .

that a different division of the profits of land values is in order.

fourth of the e e . fe ..
potential rey-  While in few other cities is the contrast so striking, the principle

enue from lond  holds in all of them. .
in the city. 5. Heavy taxation of land values would reduce the annual muni-

cipal expenditures for the acquisition of land for municipal pur-
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poses. There is not an American city which to-day owns enough
land for municipal purposes, but CVEry progressive city is con-
stantly acquiring land for dock and harbor improvements parké
and playgrounds, siies for schools and other municipal bliﬂdings
and other public purposes. Such expenditures frequently total
one-tenth to one-fifth of the aggregate corporate stock budgéts of
most American cities, that is sums of $1,000,000 to ‘$8' 000,000
“Excess condemnation” has been suggested ag a'r,netliod .of
enabling the city to secare land withoyt any cost, that is the con-
demmation by the city of more land than is needed for the specific
purpose for which it is acquired, and the resale or leasing of
such surplus land as a means of recouping the city for its oila
Ul’ldt?i‘ certain conditions, excess condemnation may be feasiblg.
but r‘t is_ madequate as a means of securing sufficient land . fo;.
the city in several respects, Excesg condemnation does not reduce
but rather increases the Drice of land since the cotrts Wh'ch
determine the price to be paid always favor the individual ow;(;r
of property rather than the city, while the city has to pa als
for the land to be resold a price considerably higher than :f );ivato
owner would.  This means that the city would have topre 1€1:
Us property for which it already has paid a super price, so Si
speak—at a heavy advance in order to repay the cost of tI';e samz
OWN Use. e ci i
expensive and even the slight increase iutyvii;led ilsS 1?.:11;?5? ‘i’efy
as has been p‘fainted out healthy conditions of living and Worsicl']nce
are as essez}taal as revenues from land. FExcess condemnat; .
1 such sections of a city would " naturally be wused chiefl fon
street ﬁtd@{ling, transit purposes, and a few public buildingz Tt
3 el I th?aé}: that iand in outlying residence sections of
poy v : ¥y would acquire holdings for schools, public
1 Ing..s., parks, ete., should be kept cheap. More ex ive 1
means higher rents under the present g g Tand g
s 7 ystem of taxing land and
idings at the same rate, In any part of the ¢
landowner wonlg gain materiall L):nge ! opstem o retore the
demnation, while the ultimate ujsfer of I;hi gci?s? szdexcesshcon—
would have 15 pay higher rents. All the city attemnt ptunzi oy
excess cezz-.z;'iezzanation is to prevent the owners of a sp SII0 o
of land v taking as much profit on the | Chey mount
otherwise do and the city does it in a v Sy gy T would
By taxing land values, h o h COSFIY A
. » Dowever, so heavil i
of the economie rent, land will he m per, and o most
\ uch cheaper, and the owner
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of land will have an economic motive to sell it to the city for a
: very low price, just exactly as he will have a motive to use ‘hif;
0y Ignd for some productive purpose so as to secture a revene there‘—
from-. With the present system, moreover, of paying for so-called
improvements by corporate stock issues to run usually forty to

acquisition of this nature puts a load of unnecessary debt upon fu-
ture generations and excess condemnation would tend to increase
- this debt, the only alternative being that the user of land shail bear it.
6. Heavy taxation of land will facilitate the reduction of city
N . debts. : :

zﬁ}zfi:?;z u;:&to It is Iarg:s:ly owing to failure to tax land values that cities have
Dhen dowt s piled up their enormous debts instead of meeting the current and
Tandl walues, recurring expenses by taxation. In 1908 the funded debt of the
: one hundred and fifty-eight cities in the United States having in
tha't year a population of 30,000 or over, was $1,037,284,018
which 1s more than twice the interest bearing debt of,the, cou’ntr :
on June 3oth, 1910, viz, $913,317,490. y
T_he temporary nature of most of the improvements and ex-

penditures for which this debt was incurred is surprising.

City buildings, exclusive of schools and other departmental

buildings vovveeiiiereiiniii e $50,788,8

Police and Fire Departments. . .. ... ......onseooooos oo A 29
Sewers and sewage diSpOSal..........er.orsssoi s
SHreet PAVEMIENES «.vvevnresnss 1331?52’790
'Eziridges and aholition of ETade CrOSSINES. +vner oo ‘23’292%’:4
Other highWay PUIDOSES. .- vwivrmrnssnoos oo o ?ﬂd‘?’ 56
School buildings and sites................... U ; 7,7“8,051

. Libraries, art galleries and musesms. ... ... SRR i
Parks and gardens................... T s
Miscellaneous purposes .............. .................. s
Funded _d_ebt and special assessment 10ans. ..v... ... oo 196,779,353
Water SUpply SyStemS............ooonononsnens ... L 51’33‘65‘677
Eﬁﬂﬁf light power and gas supply systems. . Szé’é;;;’ggi
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For fundings and refundings............... ......... jz:g?;ggi
The change It is not, of course, suggested that it is practicable immediately

from 4 ’ I

;fd::n tint;z:g:ej to pay oi.'f cty debts nor to pay for all city improvements as they

ot oy are acqu.:red. Most of the corporate stock issued in recent years

sivorid be and bearing 314 per cent to 414 per ceni, has been for a ric):d £

gradual. fo.-rt)_r to fifty years, and a large part of the debt has bemﬁ:lcurrzd
within the past decade. There are practically no improvements which
should not be paid for within thirty years, and twenty years is usually

a long enough term, while pavements and constantly recurring needs
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fifty years, and bearing 374 per cent to 434 per cent interest every -

nd improvemenis such as schoolhouses, parks and playgrounds The adoption
ane BT of business

chould be paid for within five to ten‘ years,.preferably the forme‘r e etltods of
3f course, no one would suggest either that current obli- meeting cusrent
cities should be paid so long as obligations by

and debts incurred by
t system of taxation which crushes the lives £wrent e

their citizens. - A small increased tax- ?gj ;st;ﬁfm
ave obviated, however, any such debt guate tazration
hurden as the existing one. Oune effect of the unholy alliance be- of land values
ilie land and the loaning interests in American cities which
tas created such brge debts is the payment in 1908 by the cities
referred to of $82,272,249 in interest om debt, that is about one-
§{th of the total general city expenses. The increase in net debt
the year was $185,877,856, nearly one-half of the total

during {
general City €Xpenses.

7. Higher taxation of land va
and economic development of cities. la

As every observer of American citie z’;l;“;:m?;’il .
knows, their growth has been determined chiefly by the .. city
other real estate interests. These interests secure the planning and
in outlying sections of the city development.

period.
gations
cities have the presen
out of the poorer classes of
rate on land values would b

{ween

Tues would encourage the logical Higher taso-
tion of land

s, especially those with a

jarge area,
janded and
laying out of transit lines to their land
. immediately urge the needs of the district for schools, sewers,
¢tc. Thousands, and in many cities tens of thousands, of available
+s are left unimproved. The development of the city instead of
beiag. concentric, that is from the center out in all direc-
tions, is sporadic and irregular. This involves a much greater
city in constructing streets, sewers and
policing these new

lo

expense to the
in providing transit lines as well as
districts. With such taxation of land ~ values as would _

secure a large proportion of the ground rent of cities, there would [yusied garden

not be any occasion for such competition with its costly waste and agrieul-

tn the city, because the net return to the owner of land would fural areas i
American

be more nearly equal. There are in most American cities—and g
this  will be increasingly true, as adjacent areas are incorporated '
under schemes for city planning—Ilarge areas which for many years
should not be used for housing or commercial purposes, but which

would yield a large net profit if used for intensive agriculture. The

way in which several American cities have attempted to meet this Jiogical meth-
ods of meeting

situation by different tax-rates is illogical. Thus in 1908, Phil- §
. the problem of
adelphia had three tax-rafes per $1,000 of assessed value, $15.00 cheap lands
on city property, $10.00 on suburban and $7.50 on farm property. p, dife?’em’
Pitisburgh had also three similar types of ;property with tax-rates tas-rates.
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respectively of $g.30, $6.33 and $4.75 with several additional rates
for separate political divisions. *

There were in all in 1902 forty-two cities having two or more
different tax-rates. C

If land were assessed equitably, that is at full selling price in
the open market, and taxed at a uniform and high rate the owners
of what is properly still agricultural land in cities would realize
that the stimulus to buildings in the centers of the city and dis-
tricts near the centers of a higher rate of taxation on land, would
be so potent that it wouldn’t pay them to construct high tenements.

A relatively small investment yields a large return in intensive
agriculture when mixed with brains, -

As Mr. H. B. Fullerton, the Director of Agricultural Develop-
ment of the Long Island Railroad has pertinently put it:

“For some reason, as far as we can find out, absolutely unknown to
any one, farm land is considered worth about $100.00 per acre, and
this price is a very common figure, whether the acre be 6o miles fromy
the post-office or tieighbor, or whether it be close to 2 big market and
within a mile of a post-office, railroad station and schoolhouse, whether
it be 2 muck soil of unknown depth or a sandy soil 8 inches deep or a
clay soil 2 feet deep or an ideal mixture of clay and sand, as upen Long
Island, 3 feet in depth.

“Few are the potato growers on Long Tsland who do not get from
I50 to 200 bushels annually which are s0ld, practically always, at to
cents or more per bushel, and the price as a rule runs from 65 cents to
00 cents, and a yield of 300 bushels is common and 400 bushels per acre
i5 occasional,

“Market gardening in this couptry is just starting Americans, as
a rule, know practically nothing of intensive gardening, The market

* gardeners sbout New York are mainly foreigners, the greater
part of them Germans, with some French, some Belgians, some Hol-
-landers, some Slavs, and even Chinese and Japanese. Some of these
men make the soil return as great a dividend as do the most expert
gardeners who are situated in the environs of Paris and who on three
acres have raised $3,000 worth of crops in one year. This vield of
$1,000 per acre has been surpassed many times. in this country on {fruit,
on herries, on-asparagus and on many other single crops,

\ “Long Isltand’s waste land is, much of it, held now by speculators
who, paying no taxes to speak of and undoubtedly in many cases none
at all, can afford to wait for the natural rise in land valte that must
invariably come to every square foot lying as near New York City, and
especially rapid will be the increase on Long Island because of its
climate, tempered by the great bodies that sutround if, and the soil, con-
trary to tradition and science, our experimental farms has proven to
be 3 feet in depth.” . :

* Pittshurgh has this year, however, abolished this classification.
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CHAPTER VI

Some Social Reasons for Taxmg Land Values
- Heavily

- That the permanent improvement of
living conditions awaifs more fundamental readjustments, and
changes than our country has hitherto essayed is the dominant
aote of social work of this century. To secure to every producer
the fruit and enjoyment of what he produces, to make possible
initintive and independence, is the goal of social organization.

That many steps and many methods will be needed to reachk this

goul is self-evident. Since over ome-third of the nation’s popula-
tion is living in cities, over one-fourth ‘in the one hundred and
fifty-eight cities concerning which figres have been presented in
this discussion, and the indications are unmistakable that the trend
to large and small cities will continue, the freeing of the land for
use deserves most careful consideration.

The endowment of the Russell Sage Foundation for the Improve-
ment of Living Conditions was heralded as the harbmger of better
times. With a few conspicuous exceptions that body has failed
cither to recognize or, if recognizing, to deal with the fundamental
causes of poverty. One of their latest experiments is an effort to
provide model homes for people of moderate means in the agricul-
tural borough of Queens some seven miles from Manhattan at For-
est Hills, The operating company known as the Sage Foundation
Homes Co. has skipped over tens of thousands of vacant lots near
Manbattan held for speculative increases and gone.out to upset land
values in what should have been farming country for some years
to come.  They found the land speculator on the agricultural ground
ahead of them, and they paid speculative prices and profits. The
running time from the Pennsylvania station, the prospectus of the
compaily aunnounces “is ‘from 13 to 15 minutes. The commuta-
tion rate is $6.80 a month, zo-trip tickets cost $9.25, round trip
tickets 45 cents.,” In addition, of course, 10 cents a day or $2.60
2 month will be necessary for carfare in Manhattan for most people,
making a total of $9.40 a month or $112.80 a year; as much for
carfare as many working people can afford to pay for rent. Rents
in that charmingly exclusive place will run. from about $20.00 to
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$350.00 per month or $240.00 to $600.00 a year—that is carfare and
rent will total at least $350.00 a year or nearly half the wages of
unskilled workmen. It is understood that the company has given
up its intention of supplying the need for good housing at reason-
able rents for wage-earners, a crying need not being met by anv
force or agency in the city at present. It is quite natural that they
have done so since a worker can’t afford to pay over one-fifth or a
maximum of one-fourth of his income for rent including as should
be done, carfare, and five times $350.00 is $1,750 a year, while four
times $350.00 is $1,400. Unskilled workers in New York earn only
$550.00 to $700.00 a year and skilled $800.00 to $1,500.00: while
clerks get from $1,200 to $2,000 at the most:

It should be impossible to ¢laim any inefficiency or waste in the
laying out of this company’s tract of land consisting of 142 acres,
because it was done by a landscape architect of international fame,
Mr. Frederic Law Olmsted. As they state too, “the fortunate

- location of the place on the border of Forest Park has, of course,

made it wholly needless to provide any large park within the tract
itself,” but they have nevertheless provided a small one. Economy
of construction has also been assured by the fact that Mr. Grosve-
nor Atterbury has been the architect. Everything has been favorable
to the provision of homes at reasonable rentals for wage-eari-
ers, that is $12.00 to $14.00 2 month at the maximum, but pri-
vate charity here again as in the case of the City and Suburban
Homes Co. has shown that it cannot compete with an unjust system.
The Sage Foundation Homes Company admits that its proposition
is purely a business one, since it states in its prospectus under the
heading, “Business Undertaking”:

“The undertaking is primarily a business enterprise in which certain
trust funds have been invested in the definite expectation of securing an
adequate business profit, to be applied to the purposes of the trust. The
fact that those interested in this development hope, at the same time, to
demonstrate that it is possible to develop a more attractive plan and
better type of houses than those commonly found in commercial devel-
opments makes it, if anything, more important to insure financial success
of the veanture. Owners of land elsewhere could not be expected to
follow the example of this company unless it can show a profit satis-
factory to the dverage investor.” )

It has been pretty clearly demonstrated that “an adequate busi-
in real estate means all that the traffic will bear, and
that to improve permanently the living conditions of wage-earners,
the net return upon land must be greatly reduced. Tt may be quite
possible for this company or any others “to carry out its aims in
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creating a homogeneous and congenia% community,” but no g;nerlzi
sogel advance can be secured by thﬂr‘mgthods. Lots can be c>1
taiiied for from $800.00 up to $2,000.00 in Fores.t Hllls_ and not on (ir
has the company been obliged to pay speculative, prices for lan i
but it is asking those who buy land there to pay an _advr?mce on rea6
values. The Sage Foundation Homes (?o.‘ is not entitled to a
per cent business, or even a 4 per cent philanthropic proﬁ? upon the
land values which the people of New York create.. It should be
said in fairness to some of the developers of land in ‘the borougE
of Oueens, near Manhattan, that they d_o not charge any suC
exoﬁ:itant rents yet, though theyhare prganized upon the same prin-
inle of charging every bit that they can. ' ' 7
o Russell Silgeg used to advise people to bu3‘r land and wait fpr tlje
increase in value, Whatever may be the motives of the Sage' Foun-
dation Homes Company they have le?,m(?d probably by this time
snd have certainly demonstrated to every mform.ed person who has
watched their operations that for a city to permit people to follow
Mr. Sage’s advice is an insuperable obstacle to the general improve-
ment of living conditions. Partly because peoplfa have followed the
advice qioted this company has provided beautiful homes for. P’Z(;)"
ple with incomes of $2,000 to $5,000 a year or more, a negligi '(fa
percentage of New York’s five millions, but when they attempt, }i
ever they do, the imperative task of prpwdmg good hon}es for alt e
city’s millions they will appreciate even more fully the immor 111;y
of: Mr Sage’s advice to reap where one l.las'not sown. It is to be
hoped they will not—as their prospectus indicates they now plan tc;
do—attempt to make money to study causes of poverty by one o
the fundamental causes of poverty, charging as much for the use of
fand values as for buildings. N

The social unrest among social workers is the most striking fact
of social work in which is included the anti-tuberculosis campaign,
the housing campaign, charitable and relief organizations, seitle-
ments, church and other institutional work, etc, -throughout the
country. To be sure some leaders who l}ave sa.lz?r_xes of $5,000 to
$10,000 a year are still cheerful as to social conditions and able ‘to
endure the continuance of suffering on the part of the poor with
a most commendable degree of equanimity, on the i'nfrequent' occa-
sions when they come within sensing appreciation of the existence
of poverty, save as a pathological anomaly. Some memb‘ers of
boards of directors of charitable societies who are profiting by
the system and conditions which make charity necessa1y, natural.ly
view with some perturbance the changing of these conditions, while
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others are honest with themselves. For instance, although the scc-
retaries of the three largest relief-giving societies in Manhattan, the
New York Charity Organization Society, the United Hebrew Chari-
ties and the New York Association for Improving the Condition
of the Poor endorse the halving of the tax-rate on buildings; the
Boards of. these societies officially have not done so, although they

* may later.

Is the
alternative
Socialism?

Public, not

personal vices,
chief causes of
poverty,

Taxation of
land velwes is
not the only
method of
preventing
poverty.

The visiting nurses and doctors, however, and the investigators

_ for relief agencies, the settlement and church workers in the midst

of the real poverty and deprivation of tenement life in American
cities appreciate the existence of poverty. They are becoming in-
creasingly socialists in the sense of believing that the government
should own and operate all means of production, as the only method
of wiping out monopoly and ensuring decent conditions of living for
the wage-earners of city and country alike. Most of these humbler
workers and in their courageous moments the leaders of social work
admit that poverty, that is the inability to secure employment at
wages which enable a family to maintain a reasonable standard of
Hving, a minimum standard for national -efficiency, is due not to
personal defects of character in any appreciable number of cases,
but to social conditions over which the poor have no control. Drunk-
enness, thriftlessness, laziness and vice are the causes of poverty in
some cases, and the resalts in others, it is generally agreed; but lack

- of steady employment, sickness, low wages, industrial accidents,

unsanitary dwellings, high rents, high cost of food and clothing,
and immigrafion are the symptoms of causes usually recognized now
to be the really important causes of poverty in American cities.
With remedying or removing several of these causes the heavy taxa-~
tion of Iand values in cities so as to secure most of the ground rent
has admittedly little connection. Industrial accidents must be.pre-
vented and industry made to bear the burden of its own careless-
ness and risks, instead of compelling the individual workinan to
do so. The series of middlemen each of whom takes a profit on
farm produce and manufactured goods, and thus increases the cost
of food to the consumer and reduces the profits to the producer,
must be eliminated, by some other action than the higher taxation
of land values, although such faxation will encourage the utilization
of vacant land in cities for intensive gardening and tend to reduce
the cost of garden truck in cities. ‘ o

The higher prices extorted through protective duties on articles
consumed by the working classes must be. lowered by other action,
too, than adequate taxation of land values, while such taxation alone
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W oot solve the difficulties of assimilating in Americar_l cities
hordes of migrants ignorant of our langga,ge, and untrained to
%am gven the minimum wage essent_ial toa livu?.g standard. ot i the s
VWhat part then does the recovering 1tf‘y the city through taxation Stg; 4:” t{; ! 5
i most of the ground rent have to do with t‘_he problem of p_ovirty? Skt aoinst
Althongh it has been discussed somewhadt in the ‘f:hapter on -Ti}e soverty.
1and Qucstion and Housing - Reform” further illustrations will .

chow other relations. ‘ B
THE SECURING oF GROUND RENTS BY TAXATION WiLe:

15i. Reduce rents and make homes cheaper. ‘ _
ond, Compel landowners not tenement fenants to pay taxes.

wrd. Take a heavy burden off industry and permit the payment
of higher wages.
' sth. Encourage the appropriate use of vacant land. .

=th. Safely permit the provision of social needs by the city.

“The student of social conditions realizes that something besides
mere geographical position makes the minimum living wage in New
YVorlk City $700.00 to $800.00 for a family o.f _father,' mother and three “Living wage
children under working age, while this minimum is "from $50.00 to “living® for o
$1z0.00 less in other cities of the country. He appref:lates tog that to lazy lond-
cecurd a living wage whatever amount that may be in any city, Floes P
1ot mean necessarily that the sum now required, should be re_qulret_:l.

¢ astes can be eliminated the cost of living can be reduced. It is
st ns effective in maintaining the standard of living to reduce the
rents $50.00 as to increase wages by this amount. Manufacturers
should pay a living wage, but that living wage cannot be made to
inchude permanently 6 per cent zet return upon th? value Qf land
used by their workers and other producers. If it does include
-ch net return the price of goods will include this charge, and the
consumers among whom are the workers on the manufactured ar-
ticles will pay higher prices.

Schedule “K” comprising the iniquitous tariffs on woolen goods
was advocated by some because it enabled the aearly 5,000,000 peo-
rle directly and indirectly concerned in the manufacture of woqlen
goods to receive better wages. But schedule “K” was indefensible
because based upon privilege, and schedule “K* also compelled those
engaged in the manufacture of woolen goods as well as others ‘to
pay higher prices for these goods, The same conditions obtain with
reference to ground rents, except that relatively few people profit
by private confiscation of ground reots, while every one has to pay
move because of such confiscation. The right to private confiscation

“Living wage”
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of grotind rent is claimed to be permanent, by’the confiscators there-
of. Tariffs may be reduced or abolished, economies may he effected
in construction of buildings, inventions mzy reduce the cost of
living in a thousand ways, efficiency may eliminate waste in produgc-
tion, but the right to ground rént if admitted, is to all intents and
purposes eternal.  No matter what economies or savings may be
effected in cost of production of any material the tendency is for
the landowner, that is the owner of ground rents, to be the residual
legatee or beneficiary of such cconomy or saving under the present
system of permitting the owner of land to secure the ground rent,
or a large proportion thereof. Private right to ground rent is now
being questioned throughout the civilized world for social reasons
because the securing of ground rents by taxation will :

1ST. REDUCE RENTS AND MaAxE Homes Cueapeg,

(Assessments in all these illustrations are taken at full value.)

If a tenement assessed for $25,000, on land assessed for $i5,000
nets 6 per cent return (above taxes, vacancies, etc.), the total net
return is $2,400, $1,500 on the tenement and $9oo ground rent. If
the owner of the site of the tenement received only 2 per cent profit
on the cost of the land his total ground rent would be only $300. That
1s, the ground rent would be reduced an average for each of twenty
families, who might rent the entire tenement, from $45.00 to $15.00.
Evidently this saving of $30.00 a year would be worth while to a
family whose earnings are ouly $600.00 to $700.00 a year. Eaually
evidenily the sum required for a living wage irrespective of these
differing amounts in different cities would be reduced by this sum,
from the amount required to pay the owner of land 6 per cent net
ground rent. A further result of taxing land values heavily would
be to compel the owner of land in 1 built-up neighborhood to improve
it with buildings that would yield some return, whether they be
factories, office buildings or tenements. The general knowledge
the owner of land has of the development and needs of the neigh-
borhood would determine what improvement he should make, but
naturally in a district already supplied with many factories and office
buildings, tenements would offer g better investment. This com-
petition of tenements for tenants would also tend to reduce rents
and save the tenant money. A net return of 434 per cent on a
building and 2 per cent on the site of a building would be better than
7o return upon the joint investment and the economic motive would
impel the owner to secure some return, even if it be only this
lower one. The saving in rent represented by the difference between
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a & per cent get return upon the investment in the building and a -

4Le per cent net return amounts to $18.75, to a family renting a

tenement apartment, whose average value is $r,2 50‘.007. This with a
2 per cent, instead of 6 per cent net returi,—on a site \ivhose propor-
tionate value is $750.00,—totals $48.75, and this saving of $48.75
a sufficiently heavy taxation of land values would tinquestionably
effect, It must be sorry consolation to appreciate that tI}e.: totall ex-
penditare for charities, public- and private, in most American cities
does not equal the ground rent confiscated by land_lords fron? f:he
beneficiaries of such public and private charity and others living
below the standard of efficiency. From the social point -of view
which is concerned more direcily than either fiscal or economic con-
siderations with the psychology of character, it is worthy of note
that any approximate method of justice is better than the mo:?‘t per-
fect administration of charity. Five years” work by the writer in
the Philadelphia Society for Organizing Charity and the Society
to Protect Children from Cruelty, and visits to “case committees”
of socicties in New York, Chicago, Boston, Philadelphia, and Balti-
more, with a large acquaintanceship among workingmen, have cott-
vinced him that there is no more effective blow to the self-respect
of any workingman than recourse to, or intervention in hi.s .family
by any charitable agency. No matter how frank the admission by
the relief agency that they do not blame the applicant to them,—.or
the “needy case” referred to them for relief,—ior causes over which
he has no control, regardless of the tact with which the remotest
relatives and clumsiest clues of the victim of the twin evils of
poverty and charity are hunted down, the knowledge that his name
is down on the books of any charitable society for time and eternity
—~or until such time as high rents compel the society to save room
by destroying its wealth of records of poverty,—is a blow to his
independence and a permanent disgrace to the honest laboring man
who would be independent. Nor can even the fact that it costs from
one-eighth to one-third or over of the relief dispersed by charitable
agencies t6 convince them of honest poverty, assuage the wound to
his self-respect, though being human he doesn’t envy the investigator
but rather congratulates him upon having a “steady job at some-
thing that pays im a living.” The one hundred and twenty thousand
immaculately accurate records of families and individuals who have
applied for reliefl to different charities of the city now filed in the
Registration Bureau of the New York Charity Organization Sodiety,
would be less by several scores of thousands had landowners in
this city been unable to confiseate ground rents as they have in the
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past, and for every reduction in the number of these records there
would be a larger number of families, and. single men and women,
with an untarnished record of economic independence, Relatively
few families in New York City or any other American city are per-
ma‘nenﬂy'dependent, that is pensioners, and only a small per cent
apply for relief, while of those applying, the majority seek only what
the charities with scientific inaccuracy call “interim relief,” but which

' scientific accuracy would denominate “payment of ground rent 14

the landowner.” - To be sure such “interim reliei” seldom equals
the confiscation of the landowner, for $48.75 is a large sum for
“interim relief it is a month’s to six weeks” wages for an unskilied
wage-earner depending upon where he lives, but the confiscation of
a month’s or six weeks’ wages in ground rents is an injustice which
no civilized community should tolerate.

Not even immigration can be assigned as the chief canse of
poverty in American cities, for while the value of the product of an
untrained immigrant may not justify the payment to him of the cost
of living in New York City, it is nevertheless trire that with world
market the value of the product of the untrained Immigrant in most
lines of manufacture is as great in Omaha, Springfield, St. Joseph,
Waterloo, Towa, and New Haven, Conn., as in New York City,
while the cost of living is much less in all of these cities than in
New York. In all these cities, however, as in New York the con-
itscation of ground rent by the landowner whether it be on a large
or small value is 4 cause of poverty,

The desirability of home life in small bowses Is generally con-
ceded by social workers, As has been shown in the discassion of
the refation between land values and howsing reform, the heavy
taxation of land values will henefit stubstantially the man who wants
his own home.” A social point of view does not condone congestion
per acre as does Mr. Veiller, the Secretary of the National Housing
Association, who maintains that it makes little difference how many
people are housed per acre providing the dwellings are sanitary.
The most extortionate owner of ground rent could hardly advance
a more anti-social argument, but the consensts of opimion in this
country as abroad is so emphatic in favor of the detached dwelling
that the help of heavy taxation of land values in securing the de-
sidera-tum will be generally invoked. The effect of heavier taxation
of land values in cheapening land will also inure to the benefit
of the prospective home owner since he can buy his land cheapty,
for the prices of land represent only the capitalized net return, and
it is easier for the workingman to pay 3 per cent, or even 5 per cent
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on the land values he owns year by year in taxes as he uses the land
than to advance this use value capitalized when he acquires the plot
of ground, since with this tax-rate on land, buildings could he largely
or entirely exempted from taxation. f

2np. CoMPEL [LANDOWNERS, NOT TENE_MENT TeNANTS, TO Pavy

TaxEs, ‘

The mjustice of robbing Dy taxation widows, consumptives, :an_d
children is less defensible from a social than from even an economic
or hscal point of view, : .

The Committee on the Prevention of Tuberculosis of the New
York Charity Organization Society in urging recently the appr.ogria—
tion of a small proportion of the sum needed to provide additional
beds for consumptives in the city says that in no other way .can th.e
death rate from consumption be reduced. Admittedly ‘mere hospi-
tal beds for consumptives and better means of segregating ?ch(?m are
necessary to reduce the death rate from consumption, -but_is that
all, and does the provision of beds for advanced consumptives :by
increasing the taxes which other consumptives must pay -quite. fjius:t%fy
itsetf 7 That committee in common with similar committees in .cities
throughont the country have sought by exhibits, street car transfers,
lectures and other means to convince the public that sunshine, fresh
air, rest, good food and relief from anxiety are essentials %o prevent
consumption.  The ‘irony ‘of their remedy has appealed ‘to many
besides the victims of America’s national sin, whom they are trying
to help, for the obviousness of poor people’s inability to secure if}le
cssentials to the prevention of consumption is patent to any fair-
minded person. -

In the striking pamphlet that the New Vork Commitice on the
Prevention of Tuberculosis have prepared advocating the provision
of hospital beds they present several photographs of tuberculous
patients.

One iz a Alashlight of a victim in bed, with drawn features, his
projected eyes peering into the unknown future. Under this they
ask, “Shall men like this be discharged from hospitals to die in
tenements 7 with the indictment “Fredesick B, discharged from hos-
pital August zsih, died August 30th.”  Another picture of a man
and his wife and three small children centers mdignation over ‘the
explanation, “This helpless consumptive allowed to leave the haspital
to make room for others, thus msuring the infection of his "chil-
dren.” A third picture is of “Five delicate children in daily .contact
with a dangerous consumptive father, an advanced case, nnable to
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work, shares bed with one of his chiidren.” Further questions the
Commiitee have forgotten or neglected to ask:

“Shall the 40,000 known consumptives in New Verk City with
their families be taxed to provide the nearly 4,000 additional beds
needed for consumptives, in addition to supporting the present 3,200
beds and the victims cared for therein, or shall we tax laad values
and let landowners share their community created wealth, and so
save the lives of consumiptives? Since sunshine is essential, this coni-
mittee claims, to the prevention and cure of consumption they tight
appropriately ask: “Shall we continue 3 system of taxation which
puts a premium upon dark rooms or shall we enicourage the con-
struction of healthy, well lighted tenements by reducing taxes upon
‘them through taxing land valies ?”

With the hearty endorsement of many large charitable societies,
American cities are now facing their responsibility to provide ade-
quate relief in their homes to their dependent citizens—pending the
organization of social insurance and the assumption by industry of
its' full burdens. :

The acceptance by cities of their proper responsibility, will in-
volve for some years at least, a large increase of municipal expendi-
fures.

Shall this additional burden be extorted from the families now
on the verge of starvation, from those hovering on the verge of
dependence or existing far below the standard of national efficiency,
are questions of compelling social import. That these classes will
pay much of the cost of a larger and proper municipal program
under the present system of taxing land and improvements af the
same rate is conceded, but social Justice cannot concede that long
usage transforms injustice into justice but rather demands that the
wealth of land values the poor help {0 create shall be adequately
taxed since such taxation is the only method by which the owners
can now be made to share equitably with ‘the producers. '

3®0. TARE A Heavy Bumpexy Orp INDUSTRY AND PERMIT THE
PayminT oF HicrER Wagks,

Should relief agencies give relief to families while the wage-
eartier is on strike has been debated in most large cities in which
one or more strikes have during the past ten years cost the finan-
cial independence of families, self-respecting hitherto, and revealed
the narrow margin between economic dependence and independence

among many skilled wage-earners.

1t is true that labor union members are usually the last to appeal

" to organized charity for relief, hecause they have their own relief
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funds, and the more sericus problem of relief is that of the permia-
nently underpaid, largely because unorganized, laborers whe are
chronically below the standard of efficient citizenship. The ground
rent taken from their employers, if manufacturers, will vary from
2 per cenit to 8 per cent of their pay-rolls; and while it is not sug-
gested that manufacturers would necessarily pay higher wages they
obviously would be better able to do so if released from double taxa-
tion by the landowner as well as by the city. That an increase of
Z per cent to & per cent in wages would be an important raise for
both skilled and unskilled, organized and unorganized worketrs must
be admitied. '

47H, ENCOURAGE THE UsE oF VAcANT LaND.

The disinclination for the country, for gardening and for agricul-
ture, which migrants from country districts to cities manifest,is not
shared by many peasant laboring immigrants. - They appreciate the
opportunity to raise vegetables, as successful market gardens worked
and in some cases managed by immigrants testify. Vacant lots as-
sociations in several cities have performed an important service in
bringing people and land together. Such efforts would he greatly
helped by the heavier taxation of land values, since with even thie
present low taxation land can be secured, but a heavier tax-rate will
compel it to seek users. The incentive to economic and effective
use will be in very direct ratio to the increase in the tax-rate and
the provision of employment thereby created would be of utmost
benefit to those classes of the commmunity who need outdoor employ-
ment, with the added advantage of training for farm life. In his
evidence before the Committee on Health of the New York City

Commission on Congestion of Population, Dr. Wm. H. Park, Di-
rector of the Research Laboratory of the city’s Department of Health
stated, “It is even dangerous for a tuberculons person who has
recovered after leaving the city to return to it and 2o hack info office
work or any of the ordinary city occupations. The fact that a person
has bad consumption proves that he was susceptible, and he will
usuzlly remain susceptible.”

Since this holds true for all cities as for New York, and yet
death by starvation is as deadly as death by consumption, in every
city of the union, the social benefit of forcing vacant land in out-
lyiug scctions of a city into use for those citizens handicapped by
bad housing conditions and predisposition to consumption is great.
The natural encouragement to live under healthier conditions in
new sections of a city closer to such work is a marked additional
advantage, '
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5TH. SAFELY PERMIT THE PROVISTION 0F Soctar Nzeps myv THE
Crry. o ' S
‘In conclusion the social viewpoint justifies the correlation of
the advantages of securing most of ground rents as follows:

The total ground rent of a city is the maximum sum that can he
sccured by the owners thereof for the most intensive and profitable
use to which each section is best adapted. This ground rent, actually
derived or potential, varies from 6 per cent to & per cemnt, or more.
Naturaily this cannot be taken entirely by the city through taxation,
while at the same time the tenant user of land secures the gain of
reduced rents through avoidance of the payment of all taxes. No
increase in the city budget paid by taxes on land values alone, how-
ever, will be shifted upon the tenant. Hospitals for consumptives,
municipal social service departments, exemption from taxation of
public utilities whose net profits are kept by governmental regula-
tion at a low figure with resultant reduction of charges to the public
for products or service rendered, are feasible when land values are
adequately taxed. Ground rents should by taxation of land values
be so reduced that only so much will be left to the owners of land
as to encourage the use of land for productive purposes. This may
be I per cent, 134 per cent, or 2 per cent, but it is the token and
sibstance of private ownership in land for use and not for specula-
tion or unearned gain. Every increase in the rate of taxation on
land values tends to reduce the amount to he charged as rent for
any building since the owner of land must vse his brains to secure
gain therefrom, instead of using without payment the labor of others,

In most cities Tand entirely vacant is equal in value to from one-
twentieth to one-tenth of the total assessed value of land. In 1910
for instance, wholly unimproved land in New York City was worth
considerably more than one-eighth of the total assessed land value
of the city and the increased revenue from a high tax-rate on this
vacant land will materially redyce the tax-rate on buildings. The
social reasons justify and even compel the full taxation of land val-
ues, as the next step in the extermination of poverty, and poverty
cannot be abolished while landowners secure the ground rent they
now do.

CHAPTER VIIL

Sources of Municipal Revenue in Some Foreign

2

Cities

The sources of Municipal Revenue in many foreign citle:v. sh[?uld
be considered in their relation to the Welf_are of_ the c.ommumty tsmc(;
they may be suggested by landowners in t].’lf‘tll‘. desire. to pos P:nn
hea/vier taxation of their land values, as substitutes for the taxatio

of land values.

Budapest has a 3 per cent tax on the rent paid by tenants,—an Budapest.

additional tax on the income derived from real estat?,.———and a 4 per
cent tax for the removal of garbage, and an octroi tax. levied on
food products as well as one levied on the weight of vehu;lgs gt&teru
ing the city. All of these taxes, of course, a're.larg.'ely sht_ftes on
to the tenant. The writer was informed by the city §tatlst1c1:;11:;
three vears ago when in Budapest that rerits were unendur‘ably hlg -
in the city and many rooms had four to six occupants while specu-
fation in land was most profitable. Otlier revenues in Budapest are
from industrial licenses, dog licenses, water supply, ete.

Vienna illustrates well the fallacy of trying to conduct municipal Fienna.

trading for profit,—although the city derives considerable revenue
thereffom,’—while failing to secure revenue from normal scurces.

The principal taxes are taxes on real property and taxes on
personal property and trade.

Taxes on houses are assessed on the amount of the annual rents, -
and on land on the estimated caddstral revenue. )

A trade tax aniounting to 10 per cent on the net profits is levied
on joint stock companies. :

An income tax is assessed on the entire receipts of the taxpayer
from whatever source derived, although incomes of less than
$244.00 per annum are exempt. ‘ )

The octroi tax yields a large revenue. Most of Vienna’s taxes,
however, can be shifted to the ultimafe consumer.

In Germany, the main municipal taxes are the income tax, the
real estate tax, industrial tax, tax paid by restaurants, drinking sa-
foons and hotels where liquor is sold, deparfment store tax, dog
tax, brewing malt tax, temporary vendor’s tax and exchange of
property tax,
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I'n explanation of the large number of taxes upon industry i
Berlin and the relative exemption of land values from téxa‘;i -
should be stated that the undemocratic system of votes ecord
to value of property owned still obtains, -

Prof. Frank J. Goodnow states:

, it

according

o . . .
- eItn Berhn,‘ the Prussian c1’€y inl which the voters constitute the
o s_ proportion of the population, in rgco only 1,227 gqualified voter
were-m the first class, 20,821 were in the second class, while mL ’"S
constituted the third class. Or, to put it in another Wa}; 22,048 3v fﬂ*
could elect two-thirds of the members of the council ,wh,iIe 31:Lre-rb
voters could elect the other third, Finally, in actual p;actice the i/:
uppe-r classes participate more generally than the third clas,s in t;}
election. Thus 34% of the third class, £0.2% of the first class, a :;
304% of the second class of voters actually voted in 1898, This! mz:e

i O v
: gree to the faCt that th )
]Je due in 'S,’ me de e ofe 15 an apen and not a

On incomes from $214.20 to $240.00 an in i
lev%ed and so on until on those frgri2§428.4ocgn §4tgagx8?)f $71'4§ ;‘5
le.v1ed. It will be noted that the rate upon small income; is ‘riuc"j
h}gher proportionately than upon higher omes. For 1906- thi
yield of the municipal income tax was $8,227,148 7o

T].li? United States Consul-General at Be;lin A. M. Thackara
explains the real estate and industrial tax in Berl,in as f(;llows .

"Ihe real estate tax is based upon the value of real estate
appraised l.}y a permanent comniitee appointed for the purpese in o 3;
of_ the kreise, ot cotinties, The appraised value of reat e*statehiq (i(?tdt
mfned by deducting 8 per cent of the gross income from the pmpeurt ; ;r;
expenscs, such as taxes, sewerage, interest, eic, and muoliiplying th}e, net
income by 16t 22, according o whether the location of Lheb rc; m:if‘
Is goo_d or bad. When there is no income from the propert ‘tie 53)1‘ -
is es!‘:inated by the committee and taxed accordingly. The {;x in xr;g;
:vas /i,] cents per $238 of the appraised value of the property, and in
909 the rate was abotit 72.4 cents, The rate is fixed by the tax com-
mittee. The amount collected in 19067 was $35,523,860 e

ie ’ ’ '
capitafhiir:esiig jﬁuzp;llastsg: ;f mc‘iust;ial taxes, depending upon the

motnt of net annnal :
merth cla.ss, from $357 to $o52 net profit or $y14 lzgog;' I:S“; fﬁg:;::d-
f:apxtal ; th]r_d class, from $952 to $4.760 net profit or $y I:to to $ 700
invested cap'xtal; second class, from $4,760 to $11,000 net p;oﬁt or $3§:ig0
to $238,000 vasted capital; and first class, over $ir,000 annual 3ﬁ ’ .
over $238,000 invested capital” ’ proter

The revenue to the city from the industrial tax in 1906-7 was

$2,449,119. The revenue fr i
: It om  taxin, al )
stores is small, g saloons and department
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ax is that on the change of ownership of real estate by

A unique £
to 1 per cent of the valie of improved

sale or otherwise, amounting

per cent of the value of unimproved property, which yielded

and 2

in 19067, $1.612,974. :

The revenuie from the city’s gas works in 19o0-7 amounied to
$1,4507,783, from the waterworks to $785,240; from stockyards and
abatioirs to $189,968, while the 8 per cent on gross carnings of street
car lines for the use of the streets amounted to $819,416 in 1906-7.

The Berliner Electrisitits Werke, a private company which fur-
aishes electric light and power to the people, pays the municipality
for the use of the streets 1o per cent of its gross net earnings
amounting in 1906-7 to $899,957. .

For the fiscal year 19o6-7 Berlin had a surplus of $3,486,595,
4 little more than the total receipts from the city gas and water
works and the revenue from the 8 per cent tax on the gross earn-
ings of street car lines for the use of streets. It is self-cvident that
these three necessities of life are used by practically all of the work-
ing people of Berlin and that they paid higher prices to yield these
net profits. Berlin is the paradise of land speculators in Germany as
New York is in this country, while the zone system of fares on
lines of transit gives them an exceptional opportunity to confiscate
jand values. )

The income tax both for state and municipal purposes is based
upon income from personal property, that is business as well as
upon real estate, land and buildings. Fven in the case of the
ceal estate tax when there is no income from property, the estima-
ted value by a committee representing a legislative body dominated
by realty owners is usually quite low. The 2 per cent on transfer
of unimproved property is of course in the nature of a land incre-

sent tax although a very low one, but is paid by the purchaser. -

The basis of the present fiscal system of Paris was enacted im-
mediately following the revolution of 1789. The taxes are of two
Alasses, direct and indirect.

The impot foncier, a direct tax on land and buildings, averages
about 3.20 per cent and it is paid by the owner of the property,
but is subject to a complicated system of temporary exemptions for’
certain improvements.

The 1mpot personnel mobilier or tax on unoccupied houses is di-
vided into two parts, the personal tax due from the occupant of .the
premises and assessed upon all residents of France, and the “con-

tribution mobilisre” or furniture tax, assessed upon -the rentable
value of the personal domicile.
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Causumer the

Parig has also 2 tax on -doors and windows, and a license io
transact business assessed upon the practitioners of all professions,
trades and avocations except the liberal arts. As part of this tax a
percentage is assessed upon the rentable value of the domieile, store,
warehouse, shop, factory, ete., occupied by the person taxed zs a
place of business.

The direct taxes aré those based upon the sale, transfer and
introduction of articles of commerce which as Mr. Frank H. Mason,
United States Comnsul-General at Paris states, “although primariiy
paid by the manufacturer the importer, or the dealer are ultimately

ultimate poyer. paid by the consumer.” As Mr. Mason states farther:

London,

Tenant pays
the renis.

“The octroi is considered an annoying and troublesome form of
taxatinn, and is unpopular with the public and costly to administer, as
it entails delays at the city gates and employs an army of inspectors and
collectors, bt it yields in an average year about 1ogoo0,000 francs, or
$2r1,037,000, 2 sum whicl, it appears, this expensive municipality cannot
spare or derive from any other source without reorganizing the present
system of municipal taxation.”

The following comment on the system of taxation in London
is made by Consul-General John L. Griffiths:

“The annual rates levied in the different parishes in Loadon vity
from $1.50 to $2.57 in every $4.87 of the assessed rental value of the
property. There have been fluctuations in the rates from year to year
i the different parishes, but they are not as great as might be antici-
pated.  This i3 owing to a disposition to increase the valuation of the
rentals of all property to meet growing expenditures necessitated by the
developrient of new needs and functions rather than io augment the

rates., The rates are levied on real property, or rather upon a propertion’

of its rental value.

“The terant usually pays the rates, or the greater portion of them,
50 that if the rental of an office, or a dwelling or a business house. is
$1,200 a year, he must pay in rates ordinarily about one-third or $4o0
more,

“An equalization fund was established for London in 1804. This
fund is raised by a rate of about 254 cents on the dollar of the ratable
value levied dnnually om the whole county of London. The fund so
raised is redistributed on the basis of population. A poor district
with a congested population and a low ratable value may receive several
times as much out of this fund as would go to a more advantageously
located district, from a sanitary point of view, in another part of the
city with a similar population and a heavier ratable value.

] “The greater portion of the revenue required for the carrying for-
ward of the government of London is raised out of rates, but there are
also further sources of revenue in the way of market tolls, rentals of
corporation property, building fees, contributions by the fire insurance
companies to the corps of the first brigade, penalties, costs recovered,
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cic. and a ceriain amount which is received from ihe imperial
excim.;ucr. About 65 per cent of the revenue is derived from the rates,
g% per cent from imperial taxation, and ‘the balance from other sources.
“The toeal receipts of greater London, exclusive of loans, of ail the
Iocal anthorities for 1go6-07, amounted to $1’)6,449,q4u, divided as
follows : )
Public rate . $74,918,{553
Imperial funds 14,105,250
TEADWAYS v cvvasranamarsmmenasassassns 6,021,088
Markets ' 1,336,583
Rleciric-lighting undertakings 2,703,132
From other Iocal authorities......... Hiaaes 15,531,022
Other sources : . 10,843,808

“The expenditures, exclusive of loans, during the fiscal year 1906-7
amounted to $110,022,146, distributed as foltows:

EXPENDITURES. AMOUNT.

Administration of justice..... Cremiereeanen $8o1,172
Education—

Elementary y $16 304,303

Higher 3,328,900
Electric lighting (other than pubhc) 1,275,315
Fever and small-pox hospitals...v.icenunes 2,004,403
Fire engines and brigades. - LI46,096
Highways, bridges, ete....ccvvviiiiii.s ves 3,663,757 .
House refuse, removal of. . cueee,. o 1,821,044,
Housing of the working classes.....co..... 504,340
Lighting {public) ...cevveuvmeenone veraies 1,303,351
Lunatics and lunatic asyvlums............ - 3,103,870
Markets cocvevvvennsincrerssranes . 643,327
Parks, etc. .... e eivevesaEae e, Ceeeas e 061,052
Police and police stations.......oee.. eaaas 0,117,534
Poor relief : I3,077_,639
Sewerage and sewage disposal works 2,018,673
Tramways ..ocrevevenas Cerieeiesnaevenanae 5,168,661
Loan charges 10,149,230
Other works and purposes 11,968,281

Total vvvrriraiannsnns eirrieeteeees $103,603.877
Payments to other local authotities, ete..... 13,328,200

Grand total .. .ceierinnnananns vevrenens $110,022,1467

It will be noted that the expenditures for poor relief total mearly
one-ninth of the city’s total expenditures, and this expense with the
cost of lunatics and lunatic asylums and loan charges (what we
designate “debt service”) was $35,420,748 or mearly one-third of
the total municipal expenditure and one-half of the total receipts
from the public rate, of which as Mr. Griffiths remarks: “The

8




tenant usaally pays the rates or the greater portion of them.” To
the $8,258,076 receipts from tramways and ‘markets a large propor-
tion of the wage-earning population of London contribute, and the
direct result of lowering the standard of living by running these
public necessities for a profit, is obvious. It is not strange that Mr.
Lloyd-George advocated a land tax as a means of securing some
revenite since the landlord “does not contribute a penny out of his
income toward the local expenditure of the community which has

thus made him wealthy.”

TAXATION OF LAND VALUES.

The most important and general method of taxing land values

abroad is the land increment tax.

The lond incre- The following stmmary of the extent and progress of taxing

imnent 0% n 1and increment in Germany is taken from the Report to the Special
Germany. - Tax Commission of Illinois by Prof. John H. Fairlie: :

«“The taxation of the increment of land values was first attempted
in 2 practical way in Germany. A tentative step was taken ift 1808 in

the German Colony of Kiautschou in China; but this attracted little

attention. More general interest was aroused when, in 1904 and 1905,
the two important cities of Frankfort and Cologne enacted ordinances
for ihe loxation of the increase in land values. These have been fol-
lowed by 2 considerable aumber of municipalities, including both large
and smaller cities. Dortmund and Essen adopted the new tax in 1906;
Brestau and Kiel in rgoy; and Hamburg in 1902 In Berlin
#self, the Board of Magistrates in 190y proposed the introduction of
the iax; but the project was defeated through the influence of the House
and Land Owners Association in the Municipal Council.

“In July, 1909, the increrzent tax was i force in fifteen of the
forty-one German cities of more than 100,000 population, and in at least
forty smaller places. In all the more important states of the Empire,
the higher administrative officials have given attention to improving the
details of the tax, | :

«“The several local tax ordinances vary not a little in details; but

them. The object upon which the
From

Methods and ‘
rates of lond certain main features appeat in all of
tax is levied is the unearned increase of value of real estate.
the total increase in value, as measured by the differences between the
price at a transfer and the price or value at a previous change of
ownership, reductions are- allowed for the expense of permanent im-
provements, sireet building and sewer connections, transfer charges, and
sometimes for other expenses. " There are certain exemptions, both for
some kinds of transfer. (as inheritances or judiciary sales) and for small
increases in valtie. The tendency is to tax increases in value of vacant
land more highly than those of fand which is built upon. Special pro-
visions are often made for a lower tax of for exemption, where the
preceding  transfer oceurred a good many years ago. The incre-

ncrement ox
in Germon
cities.

o0

The accompanying table shows the proceeds of the mcrement

tax in z few German cities from 1906 to 1903

INCREMENT TAX IN GERMAN CITIES.
[From Boldt: Die Wertzuwachsieuer, pp. 120-127.]
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ment tax is always leévied on the principle of progression—at & higher
rate for the higher propottionate. increase in valune. Minimum rates are
from 3 to 1o per cent; maximum rates are from 13 to 30 per cent.

“The rapid adoption of the increment tax in the German cities indi-
cates that this form of taxation has 'appealed' to the conservative offi-
cials and members of councils in that country, in spite of the apposition
of real estate owners, 2 ass which exercises a strong influence in
municipdl government. The tax has, however, been in force for foo
brief a peried to demonstrate very clearly what the effective results will
be. From fthe table below, showing the proceeds of the tax in half a
dozen of the larger cities, it will be seen that the reventlc shows wide
fluctuations; and it forms as yet but a small fraction of the income of
any city. The largest amounts are for Franlfort-on-the’Main {I,104,007
marks in 1go5) and Hamburg (1,500,000 marks for 1908).

«Phe Imperial Government of Germany has incorporated the incre-
mient tax in the new finance legislation of 1900, One of the financial
megsures passed on July 15th of that year provides that the Empire
shall receive twenty million marks from such a tax by 1912 Cities in
swhich the increment tax was in operation before April 1, 1909, will be
compensated for five years after the Imperial Act goes into effect by an
amount equal to the average annual yield of the municipal tax prior fo
April 1, 1009. But these compensating payments will be made only from
surplts to be realized over and above the twenty millions to be collected
for the Imperial Treasury.”

Peof, Tairlie summarizes the new land taxes in Great Eritain

from the Parliamentary Debates, 1910, as follows:

“rhe British Budget for 1009-10 (which finally became law April
20, 10E0) provides for new izxes on the increment of iand values, on
she site value of undeveloped 1and and on mineral rights.

w4 yaluation of all real property in the United Kingdom is to be
tmade, as from the 3oth of April, 1gog; and on any increment value
accruing after that date a tax or duty of sne-fifth (z0 per cent) of that
value will be taken on the occasion of a transfer, or a lease of more
than fourteen years in the case of land owned by incorporated or anin-
corporated associations. The increment walue is the imcredse in value by
any other cause than the landowner’s own labor er capital; but the first
10 per cent of this ‘ynearned increment’ is not to be taxed, nor will the
increment duty be charged ‘in respect of agricultural land while that
lanid has no higher value than its value for agricultural purposes.’ This
tax is expected to fall mainly on arban building land and mining lands.

s Another fax, called a reversion duty, of 1o per cent. will be charged on
the benefit accruing to a lessor on the determination of a lease of over
twenty-one years. '

“A third provision imposes an anmual duty of one-half penny in the
pound {about two mills on the dollar) on the capital site value of unde-
veloped land exceeding in appraisement $50.00 an acre.
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“The mineral rights duty is imposed at the rate nf § per cent on the
rental vatue of all rights to work minerals and of all mineral way
leaves.”

In the speech on the proposed land tax, Mr. Lioyd-Gearge stated,
“The yield in the first year will necessarily be small and I do not
think it safe io estimate for more than £50,000 for Igog-to. The
amount will increase steadily in future years and ultimately become
a further source of revenue.” '

In his Budget Speech, however, he discriminates between agri-
cultural and urban land and between the extortions of urban land-
owners and owners of agricultural land.

#Agricultural land has pot, during the past twenty or thirty years,
appreciated in value in this country. Tn some parts it has probably gone,
down. I know parts of the country where the value has gone up, But
there has been an enormous increase in the value of urban land and of
mineral property. And a still more jmportant and relevant considera-

_tion in examining fhe respective merits of these two or three classes of
claimants to taxation is this. The growth of the value, more especially
of urban sites, is due to no expenditure of capital or thought on the
part of the ground owner, but entirély owing to thé energy and the
enterprise of the community, Where it is not due to that cause, and

_ where it is due to any expenditure by the urban owner himself, full
credit ought to be given to him in taxation, and full eredit will be given
to him in taxation. I am dealing with cases which are due to the
growth of the community, and not to anything done by the urban pro-
_prictor. It is undoubiedly one of the worst evils of our present system
of land tenure that instead of reaping the benefit of the common
endedvor of its citizens, a community has always to pay a heavy penalty
to its ground landlords for putting up the value of their land.

“There are other differences between these classes of property which
are worth mentioning in this contiection, because they have a real bear-
ing upon the problem. There is a remarkable contrast between the
attitude adopted by a landowner toward his urban and mineral property,
and that which he generally assumes towards the tenants of his agri-
cultural property. 1 will mention one or two of them, Any man who
iz acquainted with the halance-sheets of a great couniry estate must
tmow that the gross receipts do mot represent anything like the real net
income enjoyed by the landowner, On the contrary, a considerable
proportion of those receipts are put back into the land in the shape of
fructifyiAg improvements and in maintaining and keeping in goed repair
structures erécted by him which are essential to the proper conduct of
the agricultural ‘business upon which rents depend. Urban landlords
recognize no obligation of that kind, nor do mineral royalty ownets.
They spend nothing in building, in improving, in repairing, or in upkeep
of structures essential to the proper conduct of the business of the occu-
piers, The urban Tandowner, a5 a rule, Tecogmizes no such obligation.
I zgain exclude the urban landowner who really does spend monty on
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‘his property; that ought to be put to fis credit. The rent in the case
with which 1 am dealing is a net rent free from liabilities or legal
. obligations. Sl worse, the urban landowner is freed in practice from

the ordinary social obligations which are acknowledged by every agri-
cultura! landowner sowards those whose labor makes their wealth.”

The lond to% Dr. Aibert Bushnell Hart in the « American Year Book,” 1910,

in the ‘summarizes the proposed land tax - the Australian Commonwealth.

Australian

Common- “The progressive land tax is the most important feature of the

weslih. Labor Party program. The fax is to be levied on ‘the reasonable mat-
ket value of the land, assuming thai the actral improvements thereon
had not been made’ The rates tun from Id in the pound on estates
betwesn £5,000 and £10,000 in value, to 4d. on estates above £50,000.
Absentee landowners (including corporations in which more than two-
f¥ths of the shares are held by absentees), pay taxes on the whole
value of the property and 1d. exira ou gvery pound of valuation ; others
pay taxes on market values less £3,000. The usual exemptions are
made in favor of fand held for charitable, religious, or public purposes.
The taxpayer miist make his own vatuation, which may be amended by
a cpmmissioner, who has power also to malce independent valuations or
to use those made by any state authority. The taxpayer may appeal to

the High Court against overvaluation; the commissioner may also

appeal to the High Court for a declaration allowing the Cotnmonweaith
to resmmne at the owner’s vatuation land willfully undervaiued. The tax

is a frst encumbrance and may not be evaded. Mortgagors pay it; the

mortgagee is 0ot fiable unless he has entered into possession. Willful
anderstatements nvolve a fne of £z00, plus treble tax; and estimates
more than twenty-five per cent pelow the hmally ascertained value are
deemed willful The avowed purpose of the land tax, in addition to
revenue Taising, is to stimulate immigration, apd enforce the subdivision
of large esiates which have never been placed under cultivation.”

Higher tax- Seyeral of the provinces of Australasia have increased the rate
rate on land  of taxation on land with the following resulfs. My, Arthur Searcy,
than bulldings  myeputy Commissioner of Taxes in Adelaide, reports in 1906 the
in Adelaide. " . .

results of increasing the tax on land from %4 d. to 34 d. in the £:

“Considerable areas of suburban land, formerly the property of
large owters, have been subdivided, and many persons have purchased
a plot of land for residential purposes and built thereon. For years
past there has been a gradual closing up of all vacant land around the
city, a great deai of which may be attributed o the land tax, more
particularly since the application of additional and absentee land taxes
in conjunction with the increased rates of income fax imposed at the
same time; but much of the movement would have occurred irrespective
of taxation, with gradual growth and advancement of the state.

“Jhe effect on the building trade has been beneficial owing to the
subdivision of suburban lands and the ~building of residences, 2
previously mentioned.
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“T

in regard to land speculation, the tax must certainly have a deter-
rent offect, but as a burnt child dreads the fire, so are the people of
S(}uz’:} Australia chary of land specula.—tion after the losses gez;erally
susinined with ihe coflapse of the ‘Land Boom’ of the early eighties.”

Mr. I.. S. Spiller, the First Commissioner of Taxation in Syd-
ney, says that by the tax on land:

“‘.\f'aiues of residential properties have been reduced principally in
the city Em,d immediate suburbs by teason of the development of the
more m{tlymg area. Vacant sites have suffered a reduction in value in
many ch_stricts. The fax has considerably affected land held solely for
speculation and has. certainly compelled many owners to scll for a lower
figure tl?an previously required. In the city and suburbs very little land
speculation has been in operation. Buyers now in view of the Land
Tax mostly secure properties with the definite idea of speedily makin
a home, and not as heretofore, waiting for a rise in values. ¢

“In ‘thc country thc. effect has been to break up a numb.er of land
monopolies and secure improved conditions of larger and closer settle-

ment with considerable profit to the specul
ator an
purchaser.” i d advantage to the

The Marguis of Salisbury stated before the Royal Commission
the Housing of the Working Classes, in 1834:

“A 'proposal to remedy overcrowding.for which the state is largely
responm_ble Ly wutilizing a gain on enhanced value of land which is due
to density of population can hardly be called eleemosynary, It more
closely resembles the provision of compensation than the oﬁer'of a gift.”

The Select Committee on the Land Values Taxation, etc. (Scot-

land} Bill (1906) favored a higher taxation of land than improve-
ments, and state:

“The desirability of taking land on the basis of valuation does not
depe‘nd solely upon the question of the allocation of the burden between
parties. 'The most valuable economic advantages of this reform follow
from the change of the basis of rating. We have already referred fo
the nature of these advantages, which may be thus summarized :

Trirst.—Houses and other improvements would be relieved from the

borden of rating. This would ildi
t ) . encourage build ili
industrial developments. ¢ g, and factinie

‘gecoxid.mAs regards the large towns, it would enable land in the
ohutskjrts ta becomme ripe for building sooner than at present, and would
; 1S Lﬁnd' Vf‘ry materi;:zllj‘r to assist the solution of the Housing problem.
t wzuld also have a similar effect in regard to Housing in rural districts.
" Infm{r :opmxon these advantages depend upon the alteration of the

sis of rating, and are not dependent upon the question as to what
proportion ought to be contributed by the variouis persons interasted in
the property. Without seeking fo minimize the importance of that ques-
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5
! “Gorlitz (Schlesia) take
) ) s the most favorable place of
; ) ¢ ; all

! }Q_u;n:i of aver 50,000 mhab%tantS with regard to local rates am:I3 i;?::n

p‘Ifhenn';mI ﬁlocaé‘ rates per inhabitant came in 18go-91 to & marks 355.

igs; in 1801-092 to 8 mark wigs; i

Dot s 2 plennigs; in 180293 to 7 marks 28

i to poini out that thie taxation of land values i8

tion, we think it righ
persons who take different views upon this aspect

advocated equally by
of the question.”

An indirect method of ta

xing land values or securing for public

Municipal

ownership use the ground rent of land in vogue in foreign countries, especially . o

of lend. in Germany, is extensive municipal ownership of land. This is Iandegher;eason hfes in the circumstance that this town has ebtained a
taxation of land the com?noiezt{e;” 77,127 acres, from which, in 1802, £33,028 went to

technically “municipalization” of land and not
yalues. It is the avowed intention of many German and Swiss
municipalities to own practically ail the Jand within the city, and
large tracts outside the city in territory to be annexed as the city’s

rate or even

population increases. In addition to reducing the tax-
t government without any

in some cases enabling cities to conduc
tpx-rate by the revenue from the mumicipally owned land, such a
bles the city, it is claimed, by competing with private land-
revent land speculation, and to keep land cheap and

policy ena
ownetrs o P
rents low. 4

ives the acreage and per cent of the city’s

The following table g
area owned by several German cities and by Vienna and Zurich

in 1908:

Total Area Totdl Amount of Proportion of Total
of Land Owned by City Area. _

City. City. Within City Without |

Acres, Acres. Boundary. Boundary
Berlin ..cvsaransn 15,689.54 20,151.28 0.2 240.8
Wiamich oeeeees.- 2520024 13,507.02 23.7 378
LEiDZiE ceeeeeense 14,005.23 " 8,406.84 32.3 27.4
Sepasshlifg aeee-- 10,345.45 11,860.98 33.2 8.1
I ABOVET aainmsas 0,577.25 £.6574.90 37.7 20.4
Schoneberg «..ea- 2,335.60 1.633.33 T 42 65.1
Spandatt ....-.-- 10,470.37 4,4%0.79 3.05 429
Turich cacecasees 10,504:64 5,621.52 260 25.0
Vienna ...eeeeess 67,477.57 - 3206248 134 54.8

Tt is part of the policy never to part with any land the city
acquires so that it may secure not only the ground rental of the
land at the time of acquisition but as well the increased ground
rental due to the small, but natural increase of the land walues

with increasing population. Professor Adolph Pamaschke gives
two cases of cities, one with the other with prac-

tically none:

“From Hagenau {Alsace), a town of about Tz000 inhabitants, I : !

received fhe Following particulars: qIn 18g1-g2, Hagenau gbtained |

£14,256 from ifs pablic land. To this add the produce of the water

system, £1,075, and the gas, £8z0. Local rates and taxes practically
negligible on -account of these possessious.
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CHAPTER IX.

pPossible Methods of Taxing Land Values in
American Cities

The admonition to “hasten slowly” is a short way of saying that
evolution is better than revolution in securing social justice which
is always, in the long rus, economic justice. '

The separate assessmuent of land and improvement values is,
of course, the first step to secure 2 fair assessment even of land
values, A bulletin of the Census Bureat states that in the fol-
jowing states of the Union in 190z separate assessment of land
and improvements is provided for: Arxizona, Arkansas, California,
ldaho, Indian Territory, Indiana; in certain cities only in Kentucky;
in Maryland, Massachusetts, Montana, Minnesosta, Nebraska, Ne-
vada, may be assessed in New Jersey; in New Mexico, since 1903
in New York; in North Carolina, North Dakota, Ohio, Pennsyl-
vania, South Dakota, Utah, Virginia, Washington, West Virginia,
and Wyoming ; that is in twenty-six states and territories. Illinois
has since made such provision. In very few citles of these states,
however, is such separate assessment made.

Qeyeral methods and degrees of taxing land values are possible:

st Lower assessment of buildings than of lond, and deduc-
tion in assessment for depreciation of buildings through age.

and. A lower rate of taxation on oll buildings and personalty
than on land.

3rd.  Exempting oll buildings entirely from tuxation.

ath. Exempting from iexation certain buildings which con-
form to o high stondard of excellence, either for a term of years
or permoenenily, . -
sth.  Assessing all public improvements upon property bene-
fited. ’ :

6th. Tuwcess condemuation of land.

sth. Taxation of increment of land vahie.

fth.  Municipal ownership of lend.

9%
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The Vancouwver

method of
inxing land
values.

Proposed

!
157, LOWER ASSESSMENT OF Buinoings THAN oF LaND AND
DEDUCIIONS . IN  ASSESSMENT FOR DEPRECIATION OF BuiLpinuas
‘TuroucH AGE.

This is the method employed in Vancouver where in 1806, 507%
of the value of improvements was exempted from taxation; ten
years later in 1906, the exemption was increased to 75 per cent, and
in 1910 the exemption’was made complete. A referendum bas
been prepared to be submitted to the voters of Missouri, provid-

Referendum in ing that after 1913, no personal property of any kind which does

Aissouri on
exempling
buildings from
taxaiion.

The Chicago
Tribune on
“Fose Varia-
tians on

the Goovge
theory”

Proposed
referendum in
Seaitle, on
cxemption of |
buildings ]F'ro_m'
toxation.

FErxemption of

not belong to public service corporations be subject to taxation.
After 1913, all owners of improvements are to be entitled to an
exemption of $3,000 on the value of their improvement and by 1622
a sliding scale will cut off all taxes on improvements. It is pre-
vided further that no lands except those of public service corpora-
tions shall ever go untaxed. The property of public service cor-
porations, real and personal, is to be assessed at its true value and
the price it would bring at a voluntary sale and a levy on one-half
that value is to be made, but whenever these corporations accept
regulation of their charges, and the values of the franchises be so
reduced that the companies shall make only a reasonable return
on the actual value of their physical holdings, further exemptions
may be made. The Chicago Tribune reporting on this proposal
says editorially: “It will be seen that the amendment contains some
variations on the George theory, variations made necessary by mod-
ern coaditions of business, and the relations of corporations to the
state.” The poll tax is to be abolished and ne licenses to be col-
Jected from any business not requiring police regulation, as a fur-
ther method of taxing land values in Missouri. A referendum vote
is to be taken in Seaiile next March on exempting 25 per cent of the
value “of all buildings, structures and improvements or other fix--
tures of whatever kind upon land” from taxation in 19r2 and 191 3,
50 -per cent in 1914 and 1915, 75 per cent in ig16, and 100 per
cent thereafter. -

The cxemption of $3,000 of the assessed value of all improve-

ments from taxation is a favorite proposal to secure a higher taxa-
tion on land values, and bills to this effect have been introduced
in many state legislatures.

Exemption, moreover, reduces the taxable base of the city,

buildings from e it may be fairly claimed that although a lower rate of taxa-

taxciion
reduces a city's
borrowing
capacity,

tion on buildings than on land would not reduce the assessed valua- ~

tion of the buildings, exemption from taxation would do so, and
thereby reduce the borrowing capacity of the city which is limited
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wsually to a certain per cent of the assessed valuaf:ion of real estate.
While the desire to run into debt to ayoid taxation of land TJalules
ohsesses DWIRers of land in American cities as at presegt, it will
fe dificult to secure any general endorse:ment from buzsiness men
of a proposal to limit such extravagant h1gh. ﬁnance,'althmigh_ they
appreciate the justice and advantages of taxing land values higher.

oup. A Lowpr Rate oF TAXATION ON Arr BUiLDIGs AND
PrrsoNanTy THAN ON LaxDp. :

It will have been evident by this time that the present rate of
axation of land in most American cities can hardly be carlled taxa-
tion of land values since practically none of the economic rent of
iand is secured by taxation. Probably the most .feafsﬂ?le way for
American cities to encourage the construction of buildings and. to
ecure a larger proportion of the cost of city government by taxing

{and values is to tax land at a higher rate than buildings, although

thiis is not incompatible with reducing the assessment on buildings
due to depreciation through age. Just how much lower a rate of
taxation on buildings than on land should be sought depen.ds ?lueﬂy
upon the degree to which the community realizes the justice of
such encouragement to industry and check on the.conﬁﬁc.atwn of
ground rents by the owners of land. In most American ctfies thfare
is at present a strong sentiment on the part of tenants, 1ndud1pg
usiness men and manufacturers, in favor of this procedure which
oniy needs organization and direction. ' ‘
Naturally any increase, however slight, in the rate of taxation
on land will be opposed by owners of vacant property, and b,y those
who still claim the right to acquire the fruit of other people’s labor
and i.ndustry" without  paying them for i, It is well known that
at present the land and loaning interests control the government (-)f
most American cities and are at least almost equally powerful 1n
snost state legislatares. It is manifestly better to make any change
in the rate of taxation gradual, and perhaps as moderate a change
45 could reasonably be suggested is that of the New York City Com-
imission on Congestion of Population, that the rate of taxation on
all huildings and. personal propesty in the city be made. in 191z
ninety per cent of the rate of taxation on all land whether improved
or not, and a similar reduction be made in each of the four follow-
ing years so that in 1917 the rate of taxation on puildings and per-
sonal property would be one-half the rate of taxation on all land.
This would involve only about the same increase each year in the
¢as-rate on land that has actually occurred in New York City, for
each of the three vears from 1907 to 1910, although this increased
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tax-rate has been levied upon land and buildings alike, and the
assessed value of land has also been markedly mcreased during the
past three years, thus making the total taxes to be paid upon land
much higher. Tax-rates in most progressive American cities are
increasing now, but industry is bearing an undue proportion of the
cost of the enlargement of municipal functions essential to municipal
progress and development.

it is apparent, however, that it is possible for any city either
to stop when the rate of taxation on all buildings and personal prop-
erty is only one-half the rate of taxation on all land, or to contintue
the reduction, depending upon the public’s control of legislation.
Tt is probable that few communities would decline to continue
reducing the tax-rate on puildings after a few years of experience
with such lower rate. On the other hand, every. community in
the country has to guard against the dominance of the great monied
interests which can secure the reversal of the policies best for the
interests of the community, but opposed to their own special inter-
ests. The justice of the “halving of the tax-rate on buildings” has
been readily appreciated by a large proportion of New York's voters,

although the proposal has been before them for only about four”

moenths, but it has been discussed with some fair degree of thorough-
ness in the metropolitan press and in the scores of meetings through-
out the city. The bill providing for the gradual reduction of the
sax-rate on buildings as explained above has been endorsed by such
conservative organizations in the city as the Citizens Union, the
City Club, and the Federation of Churches and Christian Organiza-
tions, as well as by many of the most prominent merchants, mant-
facturers, husiness and professional men of the city, by all of the
largest labdr unions of. the city, by taxpayers associations and
boards of trade, as well as by social workers, including ithe secre-

taries of the three largest reliei organizations in the city, and by

savings and loan associations.

The fiscal policy of a city with reference to meeting its current
obligations has a very important bearing on the taxation of land
values. This is discussed more at length under fiscal advantages
of taxing land values, but should be referred to here. The pos%v-
poned payments of most cities amount to from one-third to nearly
one-half of their current budgets, and naturally the total tax levy
would be increased by the amount of such postponed payments as are
included in the sums to be raised each year by taxation and from
other sources. The inclusion of even half of the postponed payments
of any city would materially increase the tax-rate for a series of
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years autil the tepmination of heavy interest and liquidation charges
for past postponed payinents shall offset such increase.  In New
vork City, for instance, the “debt service” 1s equal now 1o alout
cne-half of the total annual postponed payments. The inclusion of
at Jeast a part of such postponed payments should be part of the
effort to tax land values S0 as to avoid the egregious mistake of
‘Vancouver in keeping such a low tax-rate on Iand values as nof
to secure any appreciable part of the economic ground rent. The
payment by fifty or even forty yearly instaliments, of the cost of,
paving strects, of catching up with a city’s needs for schools,‘parks
and other public purposes is contrary to any proper conception of
taxation of land values. Tn 2 community where the land values
represent a large proportion of the total assessed value of the ci?y
a larger portion of the deferred payments should be included m
+he annual budget to be met by current taxation, and at least’ one-
half of the cost now met by such payments should be included when
the rate of taxation on puildings and personal property has been
reduced to one-half or less of the rate of taxation on all land. The
following statement by the president of one of the largest mort-

© gage companies in New York City, regarding the halving of the

sax-rate on buildings indicates the advisability of a gradual reduc-
tion of taxation on buildings {rom the point of view of conserva-
tive business interests, which admit the injustice of the present sys-
tem of taxing land and buildings at the same rate:

“Going into effect gradually through 2 period of five years there
should be no danger of unsettling morigages oT wiping out equities, eX-
cept a possible sentimental effect, while the added fact that the real
estate market is quiet and there is no active speculation of puilding
movement would tend to minimize any possible inconvenience to owners

of property.”

jrD. EXEMPTING Al BUILDINGS FROM TAXATION.

To attempt to do this immediately in any developed Americant
city would doubtless precipitate a very gerious panic since no injus-
tice long established and hence the basis for transactions and busi-
ness can be changed immediately. That ultimately all taxes upon
buildings and personalty will be abolished in American cities 18
as certain as that it is unwise to attempt such abolition otherwise
than graduaily. Ina new city, however, the case is different. Cities
like Gary, Indiana, and other rapidly developing industrial com-
mumities might safely start in without taxing buildings at all. This
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writer has suggested to President Taft and Congressman George
that the single tax should be tried out in the districts known as
Controller Bay.

41H. ExemperiNe FroM Taxarion CERTAIN BuiLoives wnicw
ConrorM To A CERTAIN HIGH STANDARD OF EXCELLANCE,—LrraER
FOR A TErRM oF YEARS OR PERMANENTLY. y

Aside from the result of éxempting buildings from taxation upon
the borrowing ability of a city, exemption even of “model dwell-
ings” so-called, is contrary to the American spirit. To be sure there
are at present so few model tenements or other buildings in large
American cities that their exemption would not seriously affect any
city’s borrowing capacity, the proposal being entirely different from
the exemption of $3,000 on all buildings and the total exemption of
all buildings assessed for $3,000 or less. Americans are rather keen
on equality before the law, theoretically at least always, and vig-
orously when any one is going to get a better chance than them-
selves. The exemption of model dwellings moreover puts a heavier
burden upon other buildings, and tends to increase rents in them
without providing any appreciable incentive to substitute model for
unsanitary tenements, unless the exemnption is permanent. The ques-
tion of how long model buildings stay model even when they start
out so designated is another point to be considered, since with age
even buildings with adequate sanitary provisons tend to deteriorate.

5TH. ASSESSING ALL Pusnic IMPROVEMENTS UPON ProrPERTY
BeENEFITED. .

Tn so far as the property apon which the cost of public improve-
ments is assessed is unimproved, land values are taxed by assess-
ment for streets, sewers, sidewalks, parks, etc. These costs are often,

" however, assessed upon buildings. It is not customaty, however, to

assess schools, and other public buildings nor rapid transit upon the
property benefited thereby, and it is perfectly clear that all of these
public improvements benefit property. The attempt to determine,

precisely, in cities how much a street increases the value of land:

in the neighborhood and how much sewers, parks, etc., do so, has
been conspicuously unsuccessful. At times the cost of ascertaining
the arca benefited by a public improvement such as a driveway, and
asscssing the cost of the improvement thereon with mathematical
precision, has been more than the cost of the improvement. The
proposal to assess transit lines upon property benefited has been
hailed as a solution of the transit problem, since in few instances is
the effect of public improvement more immediately and strikingly
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Jiusirated than in the case of transit lines the values of fand on
such routes being doubled and trebled sometimes in a few years.
The increased traffic to the termini of such routes, however, increases
iand values there, and each additional extension'to a line which has
its termints in the center of a great city benefits, not alone the ter-
ritory through which the lines runm, but as well the blocks within
walking distance of the terminal. Thus the Hudson Tubes from
New Jersey to New York which have a terminal in lower Manhat-
tan increased materially the value of land in the vicinity. The cost
of determining how much the increase of land value during the past
decade in Manhattan below Brooklyn Bridge is, however, due to the
Hudson Tubes, how much to the opening of the bridges, how much
to the completion of the subway under the Hast River and how much
to high pressure water service, etc., would be very great. Similar
difficulties exist in other cities. Of course, these items can be de-
termined, just as in oriental countries where labor is cheap and
women plentiful, women pick all the seeds out of currants to malke
a delicions smooth paste at the cost of about an hour’s labor to 2
teaspoonful of paste while in countries where time is money, they
strain currants. - -

Tand valtes can be taxed by assessing each separate improve-
ment, and even assessing the cost of schools upon the families in
the districts served according to the number of children in the fam-
ily, but it is a2 somewhat cumbersome‘method.

Ar1. Excess CONDEMNATION OF Lanp.

This subject has already been sufficiently discussed under fiscal
adsantages of taxing land values so that only a passing reference is
needed o the fact that the acquisition by the city of more land than
is needed for a specific purpose and its rental or resale by the city
io recoup itzeli for the cost of the land to be used by it, has only
limited application and is an extremely unfortunate substitute for
general heavy taxation of land values, although of value in securing
fand cheaply. _

75, Taxarion oF [NeREMENTS oF LAND VALUES.

This propesal which is not by any means novel, having been
suggested by John Stuart Mill, is feasible, though difficult admit-
tedly of application in most American cities. The working of this
tax in forelgn coungries has already been explained, A small uni-
fprmn land increment tax or even a moderate progressive tax would
not permanently secure a large vevenue for a city, but it would
have certain additional advantages, sucli as kecping land cheap as
woted in the answers to objections to this method of taxing.
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The New York City Commission on Congestion of Population

were strongly urged, they state in their report, to recommend an

anearned increment tax, and the Committee on Taxation of which
Prof. Frank J. Goodnow was Chairman did recommend an “annual
jncrement tax at a low rate, say § per cent, the proceeds of which
shall be devoted to the building of the transit lines of which the city
is in so great need.”

Professor I1. J. Davenport of Chicago University recently stated:

“The social appropriation of the unearned increment of land values
must be worked out not by a tax upon the capitalized worth cf the
rental income but by direct process against the rental income. Not so
much in general purpose and in general principle as in theory and in
method is the single tax program defective.

“But even so, the principle is practicable only as applied to location
rents. To burden the fertility must work the progressive exhaustion
of this fertility. Oaly the irremovable bases of value can be safely
burdened—and this only upon the condition that the position Tent be
kept strictly separate from the fertility rent. Otherwise the owner will,
by the ‘skimming’ process, deteriorate to the utmost possible extent,
with the purpose of transferring his value investment into an untaxed
forri. i

“Rightly understood, the single tax doctrine is not a tax doctrine
at all; it merely urges the employment of the tax machinery . and
sdministration for the appropriation of sociaily produced values”

The following table shows the amount and per cent of increase
of assessed land values for a vear in a few American cities:
INCREASE IN ASSESSEDR LAND Y VDS FROM OTOOD Te 101050
Amount. Percent.
New York $115,402.49.44 213
*Chicago ; 43,678,600 3
Boston 23,181,800 3.3
Springfield (Mass.) 3,407,080 (110 tO IDIK) 0.1
Washington, D, C 208,084 ’ 0.10
Los Angeles 33,000,840 (1910 t0 IQT1)  I7.04
Buffalo ; 1,210,505 0.9

The average annual yield, however, of a land increment tax is
at best uncertain, depending upon whether the tax is a flat rate,
and whether the rate is high or low, whether it is a progressive tax
depending upon the per cent of increase of land values, and if so
upen the initial fate, the rapidity of progression and whether a large
per cent is levied upon all increase above a cerfain minimum, as
well a5 whether the tax is levied equally upon increases in land
values of improved and unimproved properties. Other disturbing

#Average annual increase for the four years, 1907 to IOIL
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_ public improvement, as well as for any assessments against property

and not determinable factors may enter into the compuiation of
the yield from a land increment tax. T levied at time of transier,
the rate in foreign countries usually varies according to the length
of time since the last transfer, a higher rate often being Ievied
abroad upon land heid in the same ownership for a long term of
years. ' :
The simplest land increment tax is doubtless 2 uniform tax lev- The simplest
ied annually upon ail increases in the assessed value of land. This ii";‘ii;’;“ ;{"1'*;‘?””
is, of course, possible only in cities where assessments are annual; L., pan '
as thev should be in all cities, to ensure proper increased assessments gupual increase
of land, and adequate decrease due to depreciation of buildings. in assessed
Feductions should be made in arriving at the increases in value waliess.
for all expenditures by the owner of land whether improved or not, Proper deduc-
for transit, sewers, street paving, sidewalks, and any other similar 2’50?::1“;}“”“’5
¢ €.
for sach improvement. [t is supremely important to secure such -
careful separate assessment of land and improvements as has been
secured in New York City by Hon. Lawson Purdy, President of
ihe Commissioners of Taxes and Assessments. The levying of a
land increment tax is also much easier where real estate is assessed
2t its full value. American cities could with fairness secure at least
5 per cent to 10 per cent of the annual increase in assessed land
values above expenditures enumerated above. The yield from such
a tax would doubtless tend to diminish in a few years if assessments
are full value and especially if land values are taxed $3.00 to $5.00
per $100.00 of full value. For a few years, however, such a tax
could yield 2 few hundred thousand dollars in some cities having a
population of 500,000 or over, and several million dollars in New
Vork and Chicago, under the conditions that land values are taxed
heavily and the Vancouver type of land speculation and “land
boom” thereby avoided. The difficulties of imposing a land incre-
wment tax are admittedly great but not insuperable.
Although the effects of the land increment tax in Frankiort-on-
the-Main are complicated by many provisions as to rates, exemptions
progression, etc, it is interesting to note that the yield from this
tax which was in 1905, 833,629 marks and in 1906, 1,104,997 marks,
fell in 1907 to 495,183, in 1908 to 198,042, and in 1909 to 305,593

marks. .
Municipal

#ri. Muwictear (PWNERSHTP OF LAND. ownership of
land for

As suggested in the reference to the methods of taxing land gupiic purposes
values abroad this is technically municipalization of land and not important
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taxation of land values. Probably no American city now owns as
much land as it should have for public purposes, schools and other
public buildings, parks and plavgrounds, docks and piers, etc,, but
should secure adequate land for such purposes long in advance of
actual need so as to avoid paying the speculative increase of value.
On the other hand to acquire enough land to enable a city to prevent
speculation in land is contrary to American principles and a very
questionable policy. Exercise of the police power through stricter
building regulations and through direct and immediate taxation of
land valttes is much more feasible in America, and .probably will be,
until, at Ieast, we have installed better systems of accounting and
administering the business of cities. Even when cities are efficiently
run, both as to scope and administration of activities, however, and
when special interests, such as transit, gas and real estate companies
have ceased to exert their present dominant influence over city ad-
ministrations, municipalization of land will be objectionable, because
striking at the basic principles of private initiative and effort. The
remedy for land monopoly is not government ownership, but suf-
ficiently heavy taxation of land values.

INSTANCES OF CONCENTRATION OF LAND VALUES 1N AMERICAN CITIES,

Unfortunately the device of holding property in the names of
dummies makes it extremely difficult to learn the large owners of
vacant or improved land in American cities, and the extent and
value of their holdings. The desire of some few people to conceal
the fact that they own property because of its condition or the use
to which it is put is sufficient explanation of such concealment of
ownership. The social evils resalting, however, from land monopoly
0 secure tneatrned gain in American cities are well nigh as serious
as those resuliing from the most immoral uses of improved property.
While large acreage holdings in the outlying sections of a city are
not so valuable as a single plot in 2 built-up section, the first repre-
sents prospective unearned value, the second actual unearned value,
in private possession. It is frequently asserted that there is no
fand monopoly in American cities, but the following figures prove
the existence of monopoly either of land values or land acreage or
both in several American cities. This data has been secured from
various reliable sources, chiefly city records,

NEW YORK CITY.

Eight families, estates and corporations recently owned about
one-nincteenth of the assessed land value of Manhattan, 7. e., one-

ro8

nineteenth of $2,707,862,301. The total population of Manhattan i
now nearly 2,500,000. .

Twenty-three families, estates and corporations owned abonut
one-minth of the total ares of the Bronx, 4. e, of 26,017 acres,

In 1910, fifty-scven families, estates and corporations owned
about one-sixth of the land in Richmond, ahout 6,000 out of 30,600
acres, ' .

One real estate corporation with stockholders all over the coun-
try advertises that it owns or controls 20,000 lots in Brooklyn on
future subways and on five-cent fares, ten times the amount in the
control of any other corporation or individual in that borough, and
that the assessed value is $15,000,000. '

Several companies and individuals own 5o to 500 acres each in
(ueens, and one company recently owned nearly 1,000 acres here.

™~

CHICAGO.

In 1907, the full assessed value of the sites of the following nine
well known buildings in Chicago, The Marshall Field Retail Dept
Steore, The Fair, Palmer House, Siegel, Cooper & Co. Dep’t Store,
Auditorium Iotel, Congress Hotel, Republican Office Building,
Champlain Office Building, Stratford Hotel, was $29,182,370, out
of a total full assessed land value for the city of $3,039,056,604,

- or nearly one one-hundredth.

Messrs. Raymond Robbins, a member of the Chicago Board of
Education, Philip Angelen and john C. Harding, former members
of the board, made the following statement in 190g:

“In 1818 the United States Government gave the square mile
between State, Madison, Halsted and Twelfth Streets to the state of
Tllinois, to be held in trust for the support of the public schools and
the education of the children of Chicago.

“Except for one block, between Madison, Dearbdrn, State and
Monroe Sireets, nearly all of this square mile was sold about seventiy
years aga for less than $40,000.

“Within fifteen years after it was sold this square mile was worth
six million dollars,

“To-—day. its value is hundreds of millions of dollars (without
improvements).

“The rent from this square mile of land ‘would be sufficient to
support for al! time the entire school system of the state of Hiinois
without an additional dollar of taxation.”
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BOSTON,
Mr, C. B. Fillebrown gives the iollowing statisiics for Boston:

) “The assessed value of land in Boston in 1007 was $652,005,300,
while the land at the southwest corner of Winter and Washington
Streets was assessed at $337,000, or one-twelve-hundredth of the toral
value of land in Boston )

o “The total waluation of the land on both sides of Winter Streat,
including the lands on the Tremont and ‘Washington Street cormers,
© was $5.142,600 in 1808, and this has inereased 16 $B.272,000 in 1607,

"‘T%]is represented 4n increase of 58 per cent in value in the nine years
that this privileged area represented approximately one-eight-hundredih
of the total assesed land value of the Flub.”

The net funded debt, city and county, of Boston, January 3ist, Igog,
was $72,036,084.50.
WASHINGTON.

SOME LARGE HOLUINGS OF LAND IN THE DISTRICT OF COLUMEIA.
July, 910, '

_ Acreage.
A, 22488
B 145.00
e s veaerenes  JALOZ
g ....................................... 476.33
e 342.00
}i ........................................ 18200
O 148.00

Total o 1830.53

About 7 per cent of all the land exclusive of parks, governmental

- reservations, streets and exempt land, is owned by seven families,

companies and estates. Over 10 per cent of the 44,800 acres in the
National Capital is owned by seventeen companies, families and
estates. ' .

The assessed land value of the site of the New Willard Hote!
was i-{l 1908, $472,144 out of a total assessed land valuation for
Washmgton City of $114,673,401, 4. e, the site of this one building
was worth about one two-hundred and forty-third of the site of
the National Capital.

BUFFALO.

'.1“115 total value of land in Buffalo, (assessed at about 100 per cent
of its real value) was in igro, $168,130,110; of improvements,

I10

- $160,592,425 {excluding exempt property), total, $328 722,538 excla-

sive of franchises.

The assessed land value of the site of the great Ellicot Square
Office Building, covering a block, was $845,200, that is, about one-
two-hundredth of the total assesséd land value.

CONCLUSION.

The most immediate, practical, economic, and just, method of
taxing land values in American cities—in which land and improve-
ments are separately assessed--is a heavier rate of taxation on land
values through a lower rate of taxation on all buildings and
persoaalty. _

Halving the tax-rate on buildings and personalty within the next
few vears is the next step towards securing freedom from existing
land slavery. The total exemption of buildings and personalty irom
taxation will properly and naturally follow gradually. The land
increment tax, despite its great administrative difficulties, i3 a prac-
tical and universal method of recovering for the community its fair
ghare of the commuanity created and earned land values. The other
methods enumerated are limited in their application, or cumbersoine
at best, and do not conferm to the American standard and ideal
of equality and justice, although temporatily feasible. Heavier di-
rect taxation of land values and z land increment tax will furnish
adequate revenues for every American city and be the most effective
step that cities, as governmental entities, can take, to exterminate

" poverty and to regain their cities for the people.
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