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One more item : this formula . While it is purely a matter of
keeping nominal values straight it is important in any reasongbased on the proportionality of tax receipts and land values .It probably is relevant to other kinds of taxation also , if you
want to use it that way .

Definitions : R :: total economic rent

t

}}

S=

gsof

+/-5

t

Note first that R equals r plus t ; that i is difficult to
determine or , if it is easy , I can't tell you how to do it ; that in
my scrawl on that file I left with you I used " a " to denote tax receipts
and later changed it to t when I realized that the whole point ofthis business is the fact that the tax receipts are equal to--rather identical wi th--- the publicày collected rent whichaffects the selling price or tax base .

endofend of equation onleft, new equation in right.

semicolon

- -indicates

r : privately collected economic rent
t :: publicly collected
8 : tax rate

11.

60+ 0

7 j
.: t = g (R=t) = &R -qt

1 : " interest rate 11i
s selling price

t= R (+₂)(tg)

t + & t =t= ²/ R

& R
1 + q

r = R- t S = R -E
¿

Ĵ

(Despite thefact that R&g mayt, both R&g
of t, is satis

1.e. your tax
receipts

R R

3²₂ (= £+1)= R (2+₂)g
i +g

both be
expressedin termsof

are known constant independent of t, so this expression
satisfactory)
is the Useful form ofthis equation. You com find R

as

by adding r +t at present. The ratio of "/t will change,buttheir

g changes.
Now some figures willbe instructive; the tax base varies directly with

economic rent as determined by the ratio
This means that asyou

sim will remain constant, as

g
increase the tax rate, g, the efects become cumulatively smalles; & a smalltax rate takes a ho #Yo ec. rent



If 2 i = 4.05 :
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hot

go

g

1 cofficial

Note how errencers it is to assume that the tax rate,
g The graph contrasts their behavior.

The rate,ity.Ittellstaxramonly what go of the selling price getting
taxes, not what yo of the econ, rent. A little math com tellus.that, too.

us we are in
al

is identical with

q
itg

t= R (²+g)(i+g) ;
economic rent to total economic rent, & is equal to

graphed & tabulated above.
is not a critical value for I TheNote that g = 1;1 , or 100 %

latter approaches inity asymptotically. A tax rate = ∞ would collect all
20 of allecomomie tent,ecosionné rent. A 100⁰%0 tax rate woould collect
21

means that

g
ity

g=g

It is the ratio of publicly collected
R

) The function

100 % in this connection merelyassuming 590 intereste

one's tax is
numericallyequal to the selling price, which is the capitof the 2₁ R remaining in private, ermership.21

Socialists would do well to consider the effectof the taxon the tax
base in this &other ways.

capitalization



Davenport. GER
in 19,

" Single Yax"!. Discusses.
cap-n in longfinte.
Rolph recommends.

In.Rolph's
2 chaps! Refs. there...

Stockfisch diss.

new ul book

Rolph thinks gu is, will
tax affect capon nate.all taxes arere-cap. into
prop.

Vickney, lead's MC.
Mice pics,JPE, last 10

yrs...Lasty's AER supl.



P
200
SI

Tax = Plent

tax rate = there can not be one, for itis based

comes right back & alters. The 2cnd
be no revenue at all.If

2

1 .

We

rental valve, leaving
apply tr.

net rent =

sp =

3.het tent = R

10

tos

onit is 5 % , & trois 5% we should
tax in year I, but then, sp

would

would tak
:. Therefore we don't take quite the whole

a small spsp on which to

4. net rent = R

het rent
it

5(184) ir sp =

ir + sp.

R - (SP

tax_
(sp x ++))

17

irx sp + spxtr= R

R - (spx+r)

R
sp = irttř

on

.100 . ( .05 +.05)

Sp, which it
there wouldyear

sp (ir +tr)= R
2

At this point, te determine selling price, change dar,
R is constant, as it or tr rises, sp falls.

(₁05 + ₁05) = 100

netrent

should get for
go to 0, 2 so

iftr = it
trxsp = net rent, but then sp
would fall

Tell Bent to take it easy



+

* Year

FROM

interest rate

• Gov't . Takes bconomic Rent

+

PRODUCTS OF LABOR AND THE APPLICATION 08 ECONOMIC RENT

FOR GOVERNMENTAL PURPOSĖS 1.HEN PREDICATED UPON SMALL DÜLES

* Owner's Name ,

• Syys & Vacant Lot for

his Lot ) Interest
*Carrying )
*Costs per Government Costs
*Year are ) ..

) Total

• He Builds a house Costing

The Tax Rate is

his Hone )

A

TABLE SHOWING

*Carrying
*Costa Per ) Taxes
*Year Are ).

Interest.

ürə

Totul
4

J.H.S.

* 1944

đ

5%

0,A

EFFECTS

*$2100.00

105.00

1945

5,
DA

B

OF RELOVING TAXES

Home Owner's Grand Total
Carrying Costs Fer Year * $ 525.00 $472.50

*

*Total Invested by home owner * 3100.00 * 7050.00

2% * 1.1266

•

• Annual Return to Government * $ 120.00 * 120,00 *

1946

5%

10%

C

Lesson 9 , 17

1050.00 $ 700.00 * 300.00 *

52.50 -15.00 -$35.00 -

1947

5%

30%

25

$ 100.00*

$5.00 -

100.00$0.00 - $52.50 * $70,00 * 90.00

105.00 - $ 105.00 *-* $ 105.00 - $ 105,00 * $ 105.00

* 6000.00 $6000.00 $ 6000,00 **6000.00

0.834

$ 300.00 $300.00 - $300.00* 300.00 +

0.0% * 0,3333/ .
* A

* 3300.00 * $300.00

* 120.00 • 467.60 4 $50.00 * 30.00 . $20.00

420,00 - $367.50 + *350.00 * $330.00** * 320,00

*0.00 .
300.00-

1948

5/

A

100%

J

1949

5p

♥

100%

100.00 -

5.00 .
100.00 .

$105.00 *

$6000.000* 6000,00 *

*

-425,00 405,00 *
4

.435.00$455,00

6700,00 * 6300,00 *#6100,00 **6100.00 *
* *

120.00 120.00** 120.00 $100.00 -

increases in land prices add nothing to wealth ,

The value of land is economic rent capitalized ,
Economic rent is the result of organized society or government and represents its value.



T

Dorfman who denies that todiff. i individuals has any effectamong

on inventories vs. durables, or that it distorts allocation of durables more,

probly wd concede that guil 1 i wd. discourage longer term invesimenes

Approach:

Ai changer durability of investments undertaken. Also discourages buying land,
bad effect!!!but that has no



8 Thunst

Coffectof land +tax, cont.

mgnlprine.

muck

1. Effectof land tax.
MP of land, added to fixed mend eq. (or, alt-by, take landsfram

Add until MP = MC.
What is MC, annual?

Effect of tux.

T = RE
P =

I
Bes -AP .

AT= (At)(P -AP)

I=/A- X)
Mc = Pliste)(1/40)

My t is same

higher, 90 diffof MC. lessons.
%

Does MC nise ?

16

A =/

Aitt

Jnl artick: tax cap-n recomendadin light of1... diff2.

Another: The deceptive allure
of simul. =no : tax
cap-n & mult.

MC = Pxi + T

PE

|AP|

PxiA.

of

16 (Po - P ) i > t Pc , Mc fulls.
16 = )>

Reve

T(=AP₁E)
for all, i not.

¿ >

T+ LA, Ii (itt) A

For some. Fallsfor others.
/AP/E) > AT MC fulls, & v.v.

Start w. O tax, justuse T& t, no(A).

so

Mefeells

+(122 ),MefullsMc

AP +²t = = :i i p Mamma

P(i +t)
t becomes

A
i (1 + =/)

A
++

That's no help.

=

T= Pt ₂ At= i tt

itt



T
ť
P

AA
a

tax·levy
rate

landprice.
annual land inc.before tax.

after

T= Pt
RA

ce

P + 7= = Ai

t.

P(1+ =) = Ai

MC =

A - T
i

P = A
i(1+ =)

T= Ptpholt- Ateitt
MC = T + Pi

"1

T + Pi = A

Pt +Pi = A

P(tri) = A

tri =

}{ the

A

A - Pt
1

A
i + t

At
i tt +

x/u

A
itt

pt

A

If t= 0, then all add land until it yields them
them their ittheir i. of t =>0, add land until it

&yields

As t`rises, MC come closer for all.



no answer,

MC = P(i +t).
7s

What happens to MC as At ? Depends on what happens to P.

come in, & Anises.hi bidder drops out, new ones come
simple

Trad-I tax

bes as

0,

le to AA
cap.

But as st, ispossible

balana I must certainly fall.

Aitthas it as At, get . -AP. (P = #t)
altho only by

those
higher is b

is based on idea that

Suppose in proceedby jumps,17 enuff co
AF

then is a new owne

A
But theformula 'P= ==+1

all bidders willgetseme A, & thewill I willfull
if T=A But that is untiue. Someone else will
still bid for the land, bes his A > T. P remains

70 until T= highest possible A.

Ś

own

to 0

biels

Suppose impose t, let things shakeout. T= Pxt

P is max. that 2d highest bidder wd.pay -probly. That wd.
set mht. What we assume depends what we're try's to

Work out ideal system? 6, explain g.p.t. as is?do. a

As to "a", ideal wd. be I omnual tax until & oflandfell to
todsom afurther0₁ &/o+

p
wd mean Takers.



As to"b" depends on asservers practives,

After impose t, will be a new

higher i, also.

Bid = MP=I

practices, must be

MP -T
i

after impose t, all add land untiljustyields itt.
bySo lo mr mustdisgorge. This lower P. Butnot

it wd. if
As t As,

were no

high bidder, wo higher Alba

alternative buyers

i becomes less imptent & A",
that wdbe by P= Aite

bid

Can't predict what happens to P, but certainly

can limit idea that tax destroy it's base. (a moderate

area as whole, as land movesto

vague.

tax will A its bases by bringing in develop's

comm.facilities.
higher MP; by buildig

So can say
some, to be sure.
will expand, others contract.

~MP
more so,

P little lowered by small & Tax.A

Can
say

so much as

Is lovered

thome for whom pelo >at
AT = t₂ P₂ - t₁ P,



Intro. Tax Cap-n.

Tax = √xt (assuming theassessor capitalizes taxes, a followsor

mbt prices. Actually he may keep despite Tax)
R-T R - Vti

V(₁+ €) = ²R
V= ai

Conventional theory, R is inclep.of tax. Actually, Tax TAR(Note, At needn't AR by om = 9⁰ to keep V const)
Begin w t=0.

will lower all bids, some more

S =

But have 2 different V, can'tgo
primary

is what individ will bid, is unknown.

a

in

C

an

payThis is presumed tobe what highest bidder will
R₂ tR in +t

B i

V= R RV=

No TIFE) =fro; Vo Fre2(1+
itt itt

as At, willA bidsofsome, lower bidsofothers? No
than others.

Rh5(1+ 2)= 1/24h

R-T
¿

const. V

i
Th

5

R -VE

R - St
i

R₂ - St

in

Rh

in + t

combining them. Say "B "
"S " is assessed value.



Tax Capon.

annual cost to holder:

Effectof At:
a.

MP

Int.
Tax

T + 1 = tV tiV

Changes 1.2. -1.big holders 1.1 . nises

MP
V

2. If 4 inv. opp., as will starts cum. Al.n.

b. Begins to lower V, by trad-I formula ... V = 4-€
V= _A - tv

MPi
ite

== (t +i) V

V (i +t) = A ; V =)
Vfalls, for to i holder let gº

But as lo

their MP - so they're not going to lower V
lands by Atto.

hus Ag
some,

notgoing to lower V on all their

By tak's particular i &t, cam

A
i +t

Exposition : begin
show tax offset effects

figure

t

happens.
Suppo Ea. hild's expands until MP = V(i +t)

out what

itt
say i= 590 ; t= 290. I is making 790. Nowde=1

He must make 8% . In somepart occurs as -AV.

BUT- if his V fallsby + , someone elses, whose is= 10 %

his V fallsby only 1/2 . Is new highest bidden.

2 fins, side by side.
on resource alloc.of imp. cap. mkets.



Stockfisch,J.A. "The Capitaliz
ation , allocation, & investment

effects of asset taxation ".
S.E.J. 22(3) : 311-29.

On 0.327 Property Taxes.
impose relativelylight

obligations on mfiz anete &

heavy obligations on small.
holdg. " & may therefore

eassets out ofsmall
hldig intomfrig..

Hanghimforit.
Other fallacies, subtle,pretty.
olphiam. Citein articleon

tax_cap-n.



Tax capin.
V= a-I =

T

iV+ tv = a
a

V= titt

a

Take 2 bruyers, X &Y
MPx - T

Vx i

based on

i

simultaneous solution andinvolves ass. that tax is based

individual.

(Take MP₂
Mpy

tV

(
( V= MP₂ ~T

in

Can't be used when figuring V₂ , value to X, bes tax valuation

highest bidder

( Individ adds until MPx T

= V

Mpy =in

(+4)
Vx

where he denotes highest biddler)fatte

-MG = in

Add to

on value to the

That shd be easyshow how IT brings it to =/ .

a
prone: ittTo that at are not capitalized fully by formula V= =re

Is that worthy aim? Note MP = ite holds for individ, in given

The lower is i, thegreater the effectof t .

~

situation.
differemus in i matter little. gurl formula MP_+

If t = 509⁰,
MP-+4 =

V
= itt



Tax
cap-in, p.2

AV
Fate adds Aº to left side, worsening alloc.n.

night side, bettering it.
As st,

remains constant, or

t to

(might rise

which brings

Can't

the

rises Iswamps AV which

falls, due future prospects of AV wordening.
rise if present I falls & sanguine spees expect reaction)

how much will V fall?

greater

The simple

V

(t= i\

say mechanically, as
until next bidder can move in.

36

V= MP

tzi

V falls,

curve

t

to

N

d V
dt

in + t

so MP
V

t

t rises, value to

dv
dt

6% (I hi MP)
210 ( I low MP)

allown. Society

V

V= 1at is not stat. lone.ift

present holderfalls

depends on i, the lower is i

can add

t

I



Maybe my weaknees in article, & Its to Dorfman,

andfailing to show how = is derivedfrom 4 an.(Iti)" .

Dorfman falls buckon inventory argument. He says

distort allocation of inventoriens as muchas future values.

carry saysomeoft

on

smaller inventories . Wd. say

Assume

anyo

b.

you
must

20

was

do

w .

using a

faults in cap.

taxes no doubt.

get 5%. Have 2 choices, equally desirable at 5%0
a|-- P(1.05)

Cause hi i to

back

With quick turmover, you getyour money every year. So if money

now earning 6 % insteadof 5,90, you get opp. annually to reinvest it at64.

This can be accomplished
little adjustment in imputation to otherfactor

bes of hisgross retter, it is smallelement. By long in.

int. is

mkts

contract on

more.
timber, must cut cost

major element, adjustments -by others not so

costofplanting inhalfor

impact on timker, littleon infrs inventuries, c.g. log decks.

likely. E.g.

to has large



It is not indepThus this

hopped itwas.
argument isgood too.

argument inder of the aggregate argument.uit, a

aggreg.Except in given locality, but there the

403

Also is doubtful if -si does absorb all taxes.
other

What good then is this argument? to introduce differential

impact of si on invorts of different durability.

? liad

site and if it

dues, implies inputs ane elastic, & their alloon is distorted.

Only by assumingall behavior incluster can one avoid impact oftaxes

Argument is very useful,tothe tho, Besfew say -Ai dousnot

Keynecious only argue it cloent -A tosave.
reduce im.; Keynecious only argue. prop

More likely is argument itis allpassedan to other factors,&

this has no effect. But counterargument
now is that this

shortens structureofproduction.
4

Also, ifget cow not -di, then Fillebrown argument is valid,flut
has no bieden.



pay

3. Ratio of imt to grossp

When we discurs impact of tar or si as

a residual doubt re clasticityof response to

prove beyonda doubt is different impact on returns.
cam

Put inventory argument in strongest form= : 1)annual tumover,or

20 yusame texes over

2) This issaying that tax is

effectno

input &output

4. Relative timing of in comes & costs

5. Effect on yield (i) of St, invoints of given to & 7. different durability.

Thisshould be most conclusive. (to ? Maybe if letyield (i) full,

it offices 1t w/o any change inopt, time ofim.)apet.

opposite

an

The increased ingency created by

reaction.

In

over 20
yes.

com

any
lower rents, either as

having an effect thereis alway

changes in factor returns. All we

2) st reduces i by
either case.

completely absorbed by

relative desirability of different length inveriments.
by tax is completely offret by

402

20yrs,

sume ain't

ar

to the difference kere is not of analysis, but ofsubstance, or assumption.

One must determine incidence of tex to determine its effect.

savers, hence has

locality, willnot lower intet i much or for long Will

ommal changes (metC. lower, 7 higher,

explicitly treated in this malysis hitherts) will be lower.
GPT in

perfectly inclactic , & other resources perf. clasic, no

26guil cho is another qu. 2f supply ofinv.funds is
effect on structure ofcap.

savers



Ansiver to inventory argument cd. go many ways.

1. Higher

unequal i will have greater allocative effects

2. Unequal impact ofgpt, etc.

3. Et.

20

int. rates in grirl will shorten iww.plans. It follows that
effects on durables.

Co ( 1 +i)" = 7.

190 drop in to raises i from 590 to 6 %.

190

Og annual turnover vs. 20

Inventory case,
case,

yr.
negligible effect on :.i.

1. Effect on present
2.

yr

Why the diff. ? Bes in annual tumoner case, over 20 yu,
major imput; savingCo is the

will be repeated 20 times.
shorter time climension for each Co.

Dorf's argument is tostate treat an im. of agiven

another ofsame am't, regardless oftime dimension. 16

to of. 2 things they must be commensurable chronologically

as well as Fain efsons are :

401

the 1% -A Co

has a much

auton't as

volumetrically.
on present value of di, investments ofvarying durability

yield changes in Co.

ofble to

goingwe are

(is really sameas
(1)



With capital I canseea

Namely, elasticity of supply of

forceat work forcing lower is fromgpt.
for durableproduction. I th

güüen i. So they
a services,

move into alternatives in producing inventories, where their work does not
long term

require the complementof so much,financing.
a considerable move like this is possible,

regesam

old i after
in durables.

maker laber in aggreg. less compl. to invent, reduces needfor free, & simul

more compl.to laber, quicker tumover. Most of society's

current saving,
faceis inherited frompart, so regardless ofeffect on
makes face

on

a small shift away from durables to quick turones absorbs the

laber supply. So laber need not take bruntof thisso muchas

imente, after tex.lower retum on

can

resources

after At they and have to accept big

eam same

big cuts to maintain

neww t

94 just

405

as
Land other hand, is durable mont, but the Co is land

mkt to buy, & that is inclastic.

lemn price.

falls to where

But this

vs.

move

coming.

much to buy, but at

Distinguish buying current servicesofland buying tidle.

Former is ins. creatg expenditure, pent of Co ; latter is entirely different.



þ

Teux Cap
404 ?

Pursuing further effects ofypt, suppose so offerby guelSi.

Cap. values do not remain const, but siss, ber of allocation effect !! Exp.on land,

but also on other durables. This might beway to introduce alloon

way, return to this)
effect,(but probly do that some other

With land, e.g.

100

aitt

V₁

V₂

Now a taxof 59⁰, lowering all i

07.05

itt

120

remains constant if

200

100

12.00

At = -Ai

cup.

05 to

V₁

V₂ 05 +.05

Ifwhole structure falls together, then there is no allocation

Even tho

120

by 590

·10
to

2000

ţ

1200

allocation effect.
to be replacingseans to

i, but absolute differences of is become relationely moreimportant,offret

completely.
This loweringof I probly happens some w.gpt, offret

Gpt lowers inv. returns on

is goodalloc. effect.
gpt,offreceitgood

dassiton land? No,but whynot?



tV
V===²Vi

Vi + Vt
V. itt

a = inc. before tax.

16 i= 0₁ T = &v = a₁ whole =n

outlawing i=0. But suppon i +0 ?

blowsup. This we can solvebys

haveno cursuer now.Tough- - I haveno



Taxrati
90

2
3

th

4
5
6

1
8
9
O

20

30

+

10
.04te

250
200
167
143
125
111
100

42

29

7

15
.08 + t

187.:04
167.
150
136
125
115
107

54

39

Difference

$

63
33

1

1 7
7

7

12

- 10

Diff.cu
To oflerner

40

34
20
11
5
0
3.6

7,0

29

34

Jan # 5
P- 5, part 4



P +Pi +PE= Mitite)

Begin w. P...Then figme
interest on it is a cost.
Tax on it is also a cost. These
costs are investments I add to value

offr inse. That way Eli
one parallelare

lowers present
to ant

values on f(t), of durability.
fine numerical og

7(Note, (tite automatically(Irite)
accounts for lower tax due to lower

valuation due to tax capu).



Non suppose ? qually
desirable altematimes before
tuxes

a. In annual turnover

b. 10y₁ wait.
<. Try effect on valueof

ammity. Maybe the
indivisibility in timeofthe
annuity is crux.



Jo...

Di itial in
ir by

%o decline ofratueof.
E

But one must show
ofretum bells.-

more.
Take land as extreme

ssume continuous
atrion between

the ( Hi + z)]" discount?:)_ "



ofAl di shorteur pdl.of imunt,

Suppose 2 equally desirable waysfor $100 to grow into $200 in 10yrs

Annual turnovera

b. One tumover.

a

munt, then

incomeis current topay

And castofwaiting is Ad.

Nowdi (nat, same). Are they still =ly desirable ? No, ber

4gpt shd too, discriminaterity.A

(Throw in case of

tax, & w. one turnover income waits, but tax duesit.

Present value of annual turnown clecline a little; of slow tumown

lot. ( thus slow turnover escapert

one us two buildings

w. annual tumomen

e oftaxes, two)more

Best, most direct illustration : length ofannuity, show how longer

aurities are hander hit, optimal charice is shortened ?



InBefore struggling again thruall this consider formula ? developed for 10
+ a (1+g)t+g) +at al o

h

at

C.←

+(a+ag).
all-1²)

V=

1- r

iti

ty
I ti

-g

ity

1

-1

| (ti)

g

+

all-(1+p!")

1-1-8

;)
1|+

1+i - 1 -g

--itg
g

Iti -i

a 1- (1+g)
g

Hi
i -g

1+g
i-g

depreciation. For

appreciation just
changesign to+
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Timber is easiest to see.

de la incentime to growIs
tux.

tax on value for 60 yu.
dess

Pay

for 30 you, tie

Jusly accepted. Mypt. is togeneralize.

bias toward fart payout, high turnover

looking at it.
Why? 2013

1. Inventories yield highergross

$of tax & int.

ways of looking

is to generalize. Create systemati

up
in tree tocap. in

income to peryear, per

3. nth term ofannuity, youpaytex

before realize.
-payteux onfor

2. Slow turnover, up, cap.is tied up linger, gets taxed

more timesper turnover.
non -l yu

I
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P

P + Pi - Pt P(Iti -t)

p(/ ti-t) *(1 +i- t) = P (Iti-t) "

after 2020 yes,

Suppose a durableis tuxed on itsvalue. Suppore ityieldsjust

R₂0, ajust R.
20

which you can change int. & taxes annually for 20yes.
onPin the value

Plitite)20= R

Think of a 30 -yr houseas 30 houses in one.

sheds old skin, peel offone home.
1ST home, value little affected by int. or tex

30th
much 3.018.02

aistis

E.g.frombook of tables Present Values: 111il

"Now you'rechanging theframeofaf.When

reconstruct thewholeargumemit."

Eachyr. like asnake

.98
82

.37

.06
94

one

.56

retum,

you do that,that freeme to



Si from 290 to 6%

94, a 40%
When

you

$100 , from 98 to 94,

But reduce

you

present valueof

muit

$ 100,0 from $82 to $56,

10050
37

fall 86 9⁰ to let

cdl. borrow P &pay18pay annually

you reduceprosent valueof

1... costs of production

50th house, but only 490 to let you

to int. is enemy ofdurability .
fallIn

Now keep
constant and impose

to sum small enough so future value returns notjust interest but tax.

int. to banker f tax to collecter

9.4 .

Look at it as how much do

are

eam 69.69⁰

havein it.

you

a tux. Now

you
barrien between

eam 6 %690 on

The 1st house.

taxes on

32%
86 %

Each up. you

you & your goal.

put in int.& taxes. They

Taxes are compounded like int. bes. every yr. you put in taxes, this
Even ifint.

raises value I youpay tax nextys.on highervalu

were O, taxes wd. compound thisway .

Let i = 0, P +7 ben pay

16
until B (ITE)" = 7m. If I were anyhigher, you'dput more in it

on Peachye.

p

the

muit

so I fulls

nj
than In bythe year 1; & ifany lower, less your total tax bill

is exactly the difference of P&7. 16 iso & E=0, total int. bill is diff.of

to cam treat & H1i . Good ![ 127, in senceofint. on currentP&7,
value. E.g.suppose you

borrowed

on collateral of presentvalueenche

nit. on it, totalintey Ipaid
bill = exact diff.of P&7.
of irodero, inc.+ Fax billis 7-f.
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Bldg. tax causes cap. move into he turnover captl.

But there it hits sales taxes -- do they discriminate vs. hi turnover?

Timber stumpage gpt. adval. accelerater harvest. Bldg. tex

otherwise . Discomages bldg. initially, but once built, doesn't

gain there.
accelerate demolition of renewaly no toxgain

On balance, sales taxes disim. vs. liquid cap.more than

fixed. to probly distortion in the other way.

gpt. does vs.

But in another route for cap. to escape, by destruction.

cap. inputs notembodied inproduct,

sales taxes don't hit them, so thereis bias.As among bdgs Iother

Butemphasize offecton aggr. supply
morethan hias.
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So, Eureka, here is wedge for my turnover & land observations

Is already forestry literature & wide acceptancefor differential imperat

of tax, Just follow this thre to land, price offect

there. But no discourage cap.frunter, or supply

than is

greatest

Income tax, change reasoning. Hits net income, discourages allforms

of income equally.

Valueofannuity: A =
at time t Ą = a (1+i)==

Present value ofannuity, 4:
A₂
(inja

z

G
(1+i)=-1
i (1+i)=

a
²²[1 - (TA²] = 90
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Regarda building

The 30th tem

30 year annuity.
have to carry for 29 years before realize

In discounting, treat taxesparallel to i.
value ofcapital reduces

This prospectof annual propty tax on

value of building appreciably, thus reduces appreciably what

pay for it new, tobuildit.

you

Pay interest and taxes.

present v

one wd,pay
a

a

pay

This 30th term is tuxed 30 times before is realized. Thisjoins

with is, shorteus lifespan itis ec. to construct.

Inventories of his turnover, othu hand, tax hits them once,

interesi (or any fixed annualcharge & value).
-value much - ner dansAi. Thus

Thus tax does not lower thepresent value much- ner

gpt, tacing both kinds, discourages durable capital, puches society's cap.fund

into his turnover forms.

To underlinepoint of the 30th term vs. inventories.

To begin, take allegationofferest

bes low turnover.obs

likewise

owner, they sufferdiscrim. under

9+ looks as though theyIt looks as

before. But the annualtas
value

gpt.
I never

night, although thought

on the trees (forget thelandfornow)will lower thepresent
a tree value

much.

so

are

add the tax to the ison deduct value ofthe annuity, if is
if

very

a const. annual change. Just as higher i drives cap. into shorterformes,

gpt. (Only higher is reps.realsocialcore, the don't)
į

so does



the in articleon taxcupn . Esp. ~dea that
pup, tax distort bos is contingent on holdigpropty.

dd, achillid
& dictment of

inf -77-5%6.

ühs
OP

h
CA

lali ts
tions

E.J

T

fo
H
ta

of the en
his price

destroyed ....

That Ham

ti

izce

asif tasa?.

letter the
yetases, ay

18fo

it.not be shy ofin nshe
Jude est to Karsha.

thatpartof he consump o7
high Fat's

and a but r
Hicks reformulation di
barsb t

sisi

it
forparticular dilest

;

ter

tu

ssl. dont'
sh

26.

g

tetloss of conster.

wift
the consume to

y consumer's surpa
incoma

theser
bridens is so allest for those wh
with them & inelastic dessar

verall sumed ca a Alt
til t

trates theD
18

a
ffect

mot.
los

# taComp40 77 onsungof thetaxedod

OP
isliyk.

ons t
roth

n.t

offset thefallinprice and leave the
consumer no better off than before



6th. F.F. V
chall

sup
1

}

Income
Vi tartr

Her

res porte

S
the

E

Commodity

Z

& lospricefpt = A
Arnt bought= QB

Has sellingprice alope.
Man is tufe etpt. cAn't bought: GDCK: tax revenue

Whis iswith indirect for
thi nà
Divan HCE warallelto QA

2.4Income is educed by A H
wills of the indirent tasIT E is

Ņ

1

Fir I

of 4 4
p.

..( c

rc enA yperion toptc q
& concavityof the imüff a

thh...lossofsatisfactcouldi deThr > with fireet Far

the



..!.

↑

!

1

413

fren 7. office ay of theN
Prau
A

to

Pigk24

ze 20.
do ist

westen of

inttar
all to QAT`langeantto

QG
24 is the

GUE Lug

was
welding it is

~

of th
sposingon extra burden on

the consMsiones
Gener for.min. of excess

burder is that elasticityofsubstitution,
ticity & demand, shallbezdrIthe wou'I have to avelshand3.00

then ti
inliff
iff u we ith nightwingleate

its bo long itto...
are B 4 Liffin7.

Butheld ?K

i di tvalent

algit Tax without

Cargjet in thestrime case of,4 st ail
propos

144. den oftp
Certain direct takes hi ve s.
affects,

e
id then west tannkt

Opeutianto indirecttaxe

"A).

ila sice direction

But,in thischoice, theinder
be es & lest " ew.

Incometax distorts choice between i has
and cure -p.583

both

hichjeButwithside t
ter two th

tr

7.



}

*

themitof ineffect a
done.tiomsw. /: lap
wately over to andpricehi is
Immtifelasticity of substitution between the

dicone must be

pathdat?
and price -de tom

the

un
7

qu! ffetfirstgut

Income-elasticity ofdemand for to tas
Interrelationship betweenprice -clastic.
income clasticityandplasticity ofschitt

""Price elasticity of demand forgdX=
theproposition of income spectionX
multipliesby incen lasticti
of demand forX(+1- the
Proportion of income sportand
multiplies byclastint of
substitution Activeen X andincomes

the when alastofsubstit= Osprice
elastof demandfort = income
ilactof demand ultipliedby
theproportions of income spent
onk-p 595

And, when coni
= 0,price- last = 0 elasticity

abus indirect tax is"ideas only=
5.ame.hold true fi direct cas



r

SU
NATIONALT

5-383

n
(¹)

15
20
21

Present Valueof 1 percomanen,cu 1

3 2.58
5 3.99
7

30

amfi

890

(2)
no of atiAccusla

40 11.9

50.12.2

(2)÷0)
.86
.80

5.21
6.7 1.67|
8.6
98

10.1
11.3 |

.5

A

++

L

1

(4)

14 | 5.14
7.1

10.4
12.5

14.1.
38 1 15.4.
30 | 17.2

43

2.72 .91
4.33 .81

.83

24 | 18.3

tuxer cre

5 %

1
90

(4) ÷(1)

++

+

..77
.69

.62

.56
51

..43
.37

+
Eary to remember : at 5%

the total.

value is $ 7,

+
$500 a.

++

+

H

1

++ ++

+1

++++

year

anti

·+·
JV

+--+
++1

+

+

1= ( 1+i)
i

+

++
+ ·+·

valueof 30 ye stream in
thee

+um.

+ ++ +

H

+

$ 15,000 ..

+ +

++

+ +
+

++

+ +



Gross Rent Tax

1050

1050

1050

1050

300

1750

1000

net
rent

11/050

750
300

50

Selling" Tax , Value fo
value rate Community21000 Ò B.

115000

6000

1000

2 % 6000

122.115000

100%

T 2

form HT Tideman

1

IT
20000 I

vla, n

allocate parts

100
5

105

500750
1050

Tentan. Jang

1000
50

1050

6000
15000
21000

50%

20000
1000

21000

tiền th

England
cookca

Klares 40 % DE 201 KEEN PALLAVRENDE WIŠKO PO A

H



Land improvements.
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1916, est.
A generally recognized problem. Alb.& Sast mached "wild land takes

7/3 premie prammers heldby soms is by sethus.(generalize - where
taxes excoept when pol. mit is imported by these woning

•for ofer land setthemmryou getlome
thosewanting to slow settemmt)Ijudge the CP tax from landwasnot vax freeor begen. So of course

CP autors

P. 317 Got aroundto leasingIand commenderatly. This helpedsate &

lands. Some
So they

1937 kapt

income.brought

P.TIA 30s, landbring
officials thought taxation put an entirely different lighton matter.

now taxed, theywanted to mang
get ridof

·some to 2.1.D., someto aland co.
By

only 2 acres insold
356

to obrime effects of landtax.data in

1924
they became liable to taxationint

Ch. 5
ļ

goodplaceOne might, indend, get greatgetsat

Even such a traditional
Am. inst.as
taxingdistrict, like
inig. dist., moor will enormously...
influence the factors.we have

been dealing w₁. & onlyreduce into
bundenof holds title

banding land in a
a schooldist.or

J

C

ch.

D4

BI, O, F

9

perf .

p . 387 : An example of discounting future yields , (under ass . of

comp . & perf . knowledge ) He says
paranthetically : " ( To simplify our

problem we will disregard annual outlays for taxes , since these can

be ' compounded forward ' quite simply . )
when considering different i.r.s , he does not also consider taxes ,

which would then be compounded forward at different rates . Later , i.e. ,

This would be ok , but later ,
on p . 573 . 5124

1

.c. lands not subject to taxation (until s010, Iguess)p.250
lass
dended to sell. - 1990 .

In letters betereun executives of CP. They calculated intereston land byholdingidle, cfredit with possible annual appreciation,highprices were also
There

due to
Edmonton

partlyCP's anger at its rivals, anat its rivals, an attempt to give thema hard time.better at CP for this.I was
p.252

very
Shaughnessy wanted to wait to sell. He was not consciousofthe interest Frs, but would have bem ofa tax lass- he said so.Here is om outfit unaware of losses

a bigr.r. Iowintimal 1.8.

into outskirts of

supremely-maybe,buttheyneeded cap. too. fust stupiding?One official
suggested they well some, hangtomms they creare, for As. p. 2531(cp experience good e.g.

of how land.
but,if many small cap-ists exist, it willbe widely distrib. soon- unlike Spam.Am)

may be amed bya few at first

Davenport The theoretical Issuesin the Single Tax' AER Mar '17
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The writer peliézés/ƒ‡ has reason to think , from the

analysis of this study , that it is indeed possible to modify

thezla institutions underlying the land market to make it
allocate land moreoff .tiffy, to better advantage.
work much better . In the main he proposes to leave detailed
evaluations of land policy to a sequel . But he does not wish

But having roundly condemned the market's performance he

does not wish to leave the subject hanging . For his motive , as

given in the introduction , is not to destroy the market , but

prepare the way for improving it . Hence he will venture a
policy conclusions from his analysis.

Fsummarysur

The analysis of this study leads camerely to the conclusion

that ad valorem property taxes , in particular their component that
tend to

falls on land , " improve the market's performance . If , in the earlier
prove

part of this conclusion , we have seemed to be worse things of

high as

the market than there are to be proven , it is because for simplicity

we omitted property taxes from the calculations . But consider

now their effect . Due to the fixed supply of land these taxes

are not passed on , but fall on the landholder . Thus they reduce

land prices . Aland prices fall , of course the interest burden

of holding titic falls.proportionately .
the tax becomes as

the marginal profugt of the land A lower land prices ,

interest burdens of holdin title are proportionately

less also . That means that interest burdens are absolutely lossKeans

As land prices fall , of course the interest burden of holding

title falls proportionately . Interest burdens of holding title
fail absolutely more In absolute dollars and cents , the interest

burden of holding title falls more for the high interest than the

low interest bidder . At the same time the increased tax burden

of colince ,

24
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is the same for all bidders Xxassuming a fair assessment .

théztapafotida)zéxtréaéz/if/th /** Thus , with increasing taxes ,

the est annual cost of holding land for high interest bidders will

fall , and for low interest bidders will rise , until in theoretical

extreme , when the tax had brought the land price down to zero ,

the only annual cost of holding land would be the tax , the same

for all pyé comers .

In terms of Fig . 1 ( , the two horizontal marginal

cost lines would , with increasing taxes , converge closer together
representing thenonly takes, andno interest.

until they become congruent , At this point all landholders would

pay the same annual price for the use of land , hence apply it
down to the same margin . Land would then , for once , be allocated

according to the traditional ideal , the equimarginal principle .
for example the/ irrigation districts in California ,

Certain taxing bodies/have made it their policy to collect
revenue from taxes on bare land . That the results have been

as the above analysis suggests they would is evident from

citations : tofirst hand observation: |
Under district laws'all * lands "susceptible 'of ' irrigation from
the works of any district may be included in the district and
taxed for district purposes. This tends to force development ,
since landowners cannot long afford to pay district taxes on
unimproved land . (Teele , Ray P. , " Irrigation in the UnitedStates" New York : Appleton , 1915 , p.78 )$
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Denmark , New Zealand , Australia and other countries have also
made use of this tax device . According to Colin Clark :

It is a commonplace of economic theory that this form of taxation
( and indeed this alone ) is no deterrent to production , and indeed
encourages farmers and landowners to make fuller use of their
land , to subdivide it where possible and emply more labor .
(Financial Times , Sept. 10 1953 )

To these statements one should fly add that the policy will

be most effective only if firmly expected to continue , for it is
in future expectations that land buyers deal . In practise that

expectation Hazázzé is most convincingly maintained by a large

bonded debt hanging over the taxing body , and poor prospects

of revenue from other sources .



Local fonds are a future tax.
opposeLo 1.r. landholders will

bondig

theyare putt's higher .
futures.

more than his bes

value ar



'diffmas,
seen
as
implicit

V

explicit
interest.

LVTworks

105
Computed &original inverement in & carein a caseofproperties

notburdened by debt has been mildly effective in convinis owners that their

investment is not asgood as they expectedittobe, but afterall the
encouragedhim to continue the

optimism of the average owner has encouragedhim to

ownership; on & other hand, in the careofproperties burdened by debe

actuallypayable has proven a tremendous burden &har

quitefrequently caused properties to change hands_
interest

O taxburden, as affecting the owner's attitude, hasbeen evenmore

interest:
important than thematterof.

David548
Mason

Tares haveAd, last40yrs, but declined lastfew (1. e. before 137)

1 ted interest on



Conclusion

It is earnestly tobethat this
hopedtothescholarsoftoday will unearththis
material, & reduce it to

comprehensible form,
all has disappeared.Ithetax assessorlast knowing.
of that era is below the
sod.

continue to
WWW

Otherwise the.
humipinanpeoplewhi may.

stumble blindlyfrom bright
to dark; & the tragedywaythey
willnever know where they havebeer,not

The '
taxpayer'e7c, to let owner

until sells.
Present.Us

holdonbillboard,

furume

Walras,Leon. ElementsofPune

Ewn. Transl. WonJaffe.
London, George Allen& Univin

1954.-pp 451-4 land tax__

not shiftable. Approver

• ardo_ch.X,same thing

l.v.
1.e., tax

Celso makes cap-n error-
"onrent"recluces .

by excret_ %0.
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grounds they

largeare decreasing.
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Adams , T.S. , Tax Capitalization and Tax Exemption , AER , 1916 , June

Taxes are capitalized , many argue e.g. T.N. Carver , and
Seligman and so the new purchaser in effect pays no tax .This for securities and land . Hence no burden from some taxes .
(unless they lower yields in general , lower i.r. Which taxes on
production do , land taxes don't )

Fillebrown , & other single taxers , argued that landowners pay
no taxes , due to tax- capitalization ; whereas other property owners -
do . So the only way to equalize burden borne by landowners with
burden borne by others is to increase the tax on land gradually .
(but this anticipated increase would also be capitalized . Cannot
get away from the fact that present owners would bear a burden , if
tax rates on land increased di sporoportionately to other taxes , or
while other taxes being reduced . Except that fact that other taxes
were reduced would increase land values , but that is another matter .
All taxes , not just land taxes , are capitalized , and any change in
taxes hits someone with burden he didn't count on . Competition
equates all anticipated returns with one system , returns from
investments , and then when tax system changed , he whose yieldsfall is hurt , whose yields rise is helped )

(My next article for Am . Jnl . should be to finish off what I
started two summers ago , showing how tax shift to lvt would
raise prop . values in locality , but for monopolistic motives .
This is crucial to my amendments to lvt philosophy , & I am well
prepared now to write it )

~

(The general conclusion is interesting , tho , that taxes on
capital have no burden , being capitalized . Only increases intaxes are a burden . And general taxes are a burden in that they
lower yields , and/or reduce the am't of investment )+ (for my paper , the general conclusion that lvt can only be
enforced by nat . & ultimately by world govt . That our failure is
not due to human stupidity so much as there is a real pro lem , a
governmental problem , in doing what we wish )

Adams objects to Fille brown because the argument should be
applied to all cap . &land , not just land . --that everyone is scotfree from taxation in capitalization sense , so no one should be
siggled out -- this is fair enough . Also that the plan can be worked
only by surprise , deception , for if increases of taxes were antic .
they would be capitalized now .

(shouldn't be surprised if Rolph. argued that land & cap . taxesjust the same , because investors in real cap . are getting a rent ,
too , since supply of real cap . is pretty fixed , and taxes on it
simply cut into that rent . Might say the same of labor incomes , since
labor supply is fixed . But even his analysis shows that taxesthat lower marginal returns , as opposed to taxes that take m w/o
lowering marg . returns , reduce supply of factors . )

Adams
But TSB extends his argument to an error . He says taxes on

ponds would discourage capital , thus raise prices , burden borne by
consumer . & implies same true of land , but of course it isn't , andthere is where he misses boat .

-

TS says buyers of assets pay tax in lower i.r.
His general theory of tax burden is that burdens are " dissipated" ,

Bilently paid "by all " . And known privileges , like lv increments ,are "diffused" . He lists manners of diffusion :
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1. Due to spec . value , taxes higher in early years of low yields .2. Frontier farmers give the ir labor cheaply , thus lowering foodprice , because of antic . increments to 1.v.
3. R.r.s , with their land grants , charge rates cheaper than otherwise , and extend lines where otherwise would not ..
4. Manufacturers charge lower prices than otherwise , making uptxt loss thru lv increment , and since others can do this too ,
competition forces all to lower prices . In accting , this shows up
by not allowing any depreciation , balancing it vs. appreciation of-land . So benefit diffused " to phblic . ( 1.e. to neighboring land )5. Tenants in city bldgs get lower rents than otherwise , because
landowners charge less today because of antic . increments .

--

~

The only people to get unearned increments were original settlers ..
They probly deserved them , for hardships , and later buyers
capitalize expected increments , hence get nothing unearned .
this reasoning on basis of individuals , not things , is poison )

( the single tax arguments were based on the wrong thirgs . That is
why they failed ? Or is it that if other arguments were brought up ,
philosophies would be altered to make them seem wrong too ? I don't
know , but will try )

He ignores subsequent increments due to subsequent public works .
Only inheritance yields an "unearned increment" he thinks .
He attacks "unearned increment " idea thruout , and that is

certainly a weak reed of lvt the ory .
He admires those single taxers who admit they want to confiscate

land values ; he thinks Fillebrown is dangerous , because hetries to disguise confiscation with his argument that land owners
bear no real burden at present . And it is perhaps only just thatFillebrown's devious ruse should have failed . Stick to the truth .

Seligman's Reply .
Anxious to show that he is not a single taxer , Adams having

seemingly identified him with them . Says that Adams says st use
an incorrect the ory correctly ; S. thinks they use a correct theory
incorrectly . Says lvt would be burdenless if only new purchasers
were taxed , i.e. if tax not imposed until land changed hands
(but then it never would change hands ) , and due notice given- ofjust what future taxes would be .

( In Italy , when a new general income tax was imposed , land was
specifically exempted on grounds it was already subject to a
special land tax )

p.796 "I do not , of course , mean to say that it may not bedesirable to tax land at a higher rate than other property; ..
Says that theory of tax capitalization implies that new taxes

should not be designed to redress wrongs in or inequalities in oldtaxes , but should be perfectly general on income . He spits at
Adams over some petty sophistry they both engage in over whether
character of old or new tax is vital thing , but -general- idea clear ,
& probly both agree . But S. says new taxe sneed not be general , the y
can be imposed on some thig like monop . you want to single out for
taxation , and subsequently it is ok . But he implies that after a
taxzkaszb taxed securities have been mostly sold , is an undue
special burden to tax people , even if the income is wrong . But he
only brings this up as adjunct to his main point , that character of
old taxes do have some thing to do with legitimacy of particular
new taxes . If the new tax is on some thing that is already taxed
disproportionately , then it is ok if the name assets with the
illegit . income are still in hands of original owners who got



1

1

1

Adams- Seligman , 3

unearned increment to begin , but if have been sold , not ok .
Because if asset has been sold , then theory of capitalization
applies to old tax ; but if it has not been sold , theory of
capitalization does not apply . This is major c.s. poit he
makes vs. Adams .

Even more important to S. is his vs. Adams argument that
capitalization does not buy you free of tax . Adams said youxeraxfreazafxitzfarzku zreasonszxzxx paid it for 2 reasons :
1 , lower -i.r .
2 , Higher prices to consumers due to less production . (excess
burden )

S. says it is new doctrine that taxes on yields of securities
cause i.r. to fall . ( seems pretty obvious to me , probly is oldstuff ) Seligman rightly observes that Adams is wrong in applyingit to land . But wrongly says effect on i.r. is megligible , this
being based on analysis of just one industry .

--- , ma mpen

He objects to Adams on diffusion of unearned increment , sayinglabor is misdirected that is lured to frontier too early by
hope of increments , that r.r. lines are misdirected when
increments help lead them ( wrong ) .

p . 806 , again , Seligman says moderate increases in rate onlanddesirable .
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T.S. Brown correct in saying is no tax exemption thru taxcapitalization or , rather , that everyone is equally exempt .
That burden is in lower i.r. in general .-- he should have mentioned
reduced inv . , and all its effects . But he missed the distinction
between land & cap . taxes that is truly relevant , namely that
land taxes do not lower i.r. ( excuse me , he did mention , besides
lower i.r. , the reduced inv . )

This would be a good line of reasoning to run over on exam
get Rolph's reaction , too . I can cuss out the Fillebrown argu
ment at length , to keep him happy .

→

Seligman says Adams wrong that taxes on cap . make you get
lower yields .. But we got ' em one way or the other . For if they
don't cause lower yields , it is only because supply of inv . has
declined . & if they do cause lower yields , there is the burden .

Rolph tends to idea that supply of everything is inelastic ,
so might as well tax anything . Everything , rather . He would say
no ec . reason for taxing land more than yields , as yields are rents
too . This would ignore that lacking inv . opp . is major problem
in modern depressions , i.e. that supply of inv . is in fact extremel
elastic to yields . Besides , the higher are incomes that come
from rendering services to society cf. to those from other sources ,
the more services will be rendered . Less privately collected rent
means a nigher m.u. of further units of income , & untaxing yields
means higher price of leisure , etc. Rolph would try to make it.
look like purely a question of redistribution , while the effect
on production incentives is paramount .

Seligman stresses that character of old taxes has a bearing
on what kinds of new taxes xr should be levied while implic
ation of capitalization argument is that it doesn't matter , since
old ones all capitalized beforehand .


