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TAXATION AND COMMERCE.

TAKXATION AND COMMERCE

The hour has come for me to hand
over the duties and responsibilities
ot the Presidency to my successor.

I took over the work with greater
teluctance than I usually fecl in ae-
cepting public duty, partly because 1
had on hand such a multiplicity of
other work that a reasonably com-
petent discharge of the duties of the
office seemed impossible, but mainly
because I recoguised that my ideas
on many important questions were
fundamentally different from those of
the majority of the members of the
Chamber.

The huge legacy of debt which was
left as the result of the war and the
orgy of extravagancy all over the
world which followed the signing of
the Armistice has brought the ques-
tion of taxation systems up for dis-
cusgion everywhore. Our own coun-
try has its heavy debt legacy and our
Gtovernment was not hehind any other
in its after-war extravagance, and so
your Cenneil has had long and fre-
quent discussions on the amount and
methods of taxation in New Zealand.

Ags this was the main question on
which my ideas and prineiples dif-
tered most fundamentally from those
of the majority of the members of the
Council and of the Chamber, I
decided that il was best for me to
adopt the position of an impartial
chairman at those discussions, and I
think the members of the Couneil
would admit that T succeeded in re-
pressing my own very decided
opinions on the principles of taxstion

very satisfactorily, After a full year -

of restraint in that respeet 1 think T
have earned the right to express my
views before I finally vacaie the Pre-
sidency; indeed, I think you will

agree that it is inecumbent on me as
a duty to coniribnte anything which
I think is worth while on such an
important subject. As shrewd busi-
ness men yvou will, T hope, take what
I say and analyse it in the same
thorough manner as you would any
other business proposition, and if you
find T have contribuied some new and
sound ideas or arguments on the
subjeet, you will give due weight to
them in your future consideration.

THE PROBLEM OF TAXATION.

Incidence of Taxation.—Taxation
is as old as the hills, but it is a thing
that does not grow mellow with age.
No one takes kindly to it. Tt is enly
acceptable when one imagines that
he, himself, escapes, and it is the
other fellow that pays. DBut this idea -
is very largely a delusion, as I shall
endeavour to show in the course of
my remarks., Indirect taxes are the
delight of the opportunist and poli-
tician. Sueh imposts are lavgely-hid-
den from the view of the majerity.
Customs taxes are of this nature, but
the camoudlage is becoming less easy -
with the education of the masses and
the deception is more difficult than
formerly. The {ime when (as the
Statesman said) ““you can tax the
shirt off a wan’s back and he will
only complain of hard times ’” is pass-
ing, and so we have endless schemes
tor the vaising of revenue by devices
usually designed to operate on the
basis of ““ ability to pay,”” but which
generally tend to the Jimit of ‘“in-
ability to pay mere.”” Tncome taxes
are pre-eminently of this nature, but
we know that they do not in practice
comply with the principle of ability
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to pay but are largely, if not wholly,
“passed on.” - Tt has come to be con-
ceded by well-informed people that
there is no tax which (as Americans
say; will ““stay where it is put.”’
The tendency is for the charge, what-
over it may be styled, to gravitate to
the price of commoedities, interest or
services, and so consumers ““.foot the

bill.”  Consumers and producers are,

however, practically the same, so we
may lay it down as a broad general
principle that all taxes are ** taxes on
production.”” DBut that is not to say
that there is nothing to choose be-
tween {axes and taxes. There are, on
the contrary, many cousiderations to

be faken ints account, such as con-

venience, simplicity, ease of collec-
tion, certainty of assessment, practic-
ability, as well as the avoidance of
undue interference in the toxpayer’s
private affairs,

Customs Taxes.—Customs taxes are
of two classes, differing fundament-
ally in their effect. TFirst we have
Revenue Duties, which are simple
and easily administered, but they
have the common deféet that they
fall mueh more heavily on the poor
in proportion to income than they do
on the rich. 8econdly, “ protective **
duties are only incidentally revenue
producing, their avowed object being
the stoppage of imports in the inter-
estz, or supposed mtevests, of local
manufacture. They haveé no redeem-
ing features. In proportion as they
“ protect’’ iliey raise Iittle or mo
revenue. Suech as are effective in
keeping goods cut are really not Gov-
ernment taxes at all, but Siate-
charters granted to privileged manu-
facturing interests to enable them to
tax the people on their own aceount.
Duties inerdental to a Protective
Tariff ave especially irksome, cause
endless labour and worry both on the
part of Btate officials and on import-
ers, and are provocative of endless dis-
putes and the subject of many “Miu-
isterial Decisions " of a more or less
arbitrary‘nature. If the time entailed

by the administration and eoliection
of customs duties, on the merchant

and distributor on the one hand, and

on the public service on the other
hand, could be reduced to so many
“Hbouwr hours” per annum, the re-
sult would be astonnding. Such loss
of time is an absolute and unwar-
wanted waste ; an economic loss to the
community,

Income Taxes.—Income taxes arc
popular with the majority of the
people, especially when, as is the case
m New Zealand, the exemption is
high, and all those with incomes less
than the amount exempted fondly be-
lieve that they escape the tax. This,
however, is only true in part, if at
all.  Merchants, traders and employ-
ers generally, wherever possible, in-
clude their ncome taxes in their
overhead charges, and ““load.”” their
goods with them ; thus the consumer
pays. There may be some cuses
where, in competing husinesses pay-
ing various rates of tax (the scale
being graduated), it would be diffi-
cult for firms assessed at high or
maximum rates to load their goods
with the full amount of their tax
while faced with the competition of
rival firms paying little or nothing.
But the modern tendency {owards
combination amongst employers and
the resulting fixing of prices for dimi-
lar goods, would tend to obviate this.
Liven in the case of salaries and wages
subject to taxation, it is feasible o
assume that these may be ° passed
on.” Kmplovees, especially such as
are liable to income tax with our pre-
sent exemption, are generally able to -
“command their price,”” and if a
man where no income tax is levied,
can commatid a salary of (say) £500
a year, it is anly to be expected that

" where he would he liable i0 a charge

of £25, he would ask and receive £525
per aninum, the employer passing on
the whole of his salary in the usual
way as. a portion of his “ overlead.”

* One fatal objection to income tfax,
. especially when the rates are high, is
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the crippling effect it has on manu-
facturing businesses, more particu-

larly in the matter of ability to com-~

pete with countries where the rates
ave lower or non-existent. It is nod
necessary to stress this point before
a New Zealand post-war audience of
bhusiness men, as we all know what
has been the effect of the confiscatory
taxes which have ruled in the past
few years and arve still maintained.
Tt simply amounts to increasing
“ manufacturing cosis,” and has the

same effect as would higlier prices for

raw materials, Possibly the worst
feature of income tax is its inguisi-
torial nature, and the effect. wrought
on the conscience and morals of the
community. The Taxation Depart-
ment can and does exact from makers
of returns intimate details of their
private affairs sueh as mno ereditor
would dare to demand. There is prac-
tically nothing that niay be withheld.
On the other hand {axpayers n self-
defence are impelled to adopt every

posgible means whereby they may’
evade or side-track the Act. The best-

brains of the community arve called

into play to whittle down the * tax-

able balance ” to_the lowest amount
within the law, Recent prosecutions
show that all are not within-the law.
"Many people who know they arve
liable send in no returns.. The Gov-
ernment is regarded as ‘ fair game
to be brought down. It is felt by those
why pay to the full that they are
paying for others who escape wholly
or in part. It is also felt that the

Act creates < paper crimes ”’ and the

public conscience is blunted. We
manufacture a nation of Ananias’
Saphiras and hypocrites. '

Other Taxes.—Sales and turn-over
taxes are straightforward, simple,

and casily adjusted to the mneeds .of.

the revenue, but may be classed as
otherwise very much on a par with
Customs duties; - They bear most
heavily on the poor man with the
large family, whom it is the wish
of everyone to let off lightly, but in

. have emerged,

truth all téxes tend to a common -
level, and in the end there is not
much to choose beiween any of them

" in regard to the question of ““inei-
.dence.” - Sales taxes, like Cusioms
duties, wonld be evaded where

possible,

Death Duties appeal to the im-
agination, but as most surplus wealth
is used for reproductive purposes,
they tend to vetard the extension and.

' promotion  of business enterprise.
Moreover, a man’s wealth is often

times due very largely to the efforts
of those who become his beneficiaries,
in which case death duties are prac-
tically capital levies on the produc-
tion of wealth, Then we have a
number of Motley Taxes,” such as
stamps, fees, licenses, amusement
levies, totalisator taxes, and what

"not. These are vexatious and cum-

brous, and should be swept into the
oblivion whence they should never
They make work
and worry fo no purpose.- All are
“ pasged -on,” and might to better
advantage bave been imposed as ad-.
ditions to pre-existing laxes.. Iven
the tax on racing, does it not come
out of the pocket of ** the man in the
street,” and leave him with less
money to purchase goods which pay
taxes? - It finds the dead level like
all the rest. ‘

Waste and Loss.—I have spoken of
the economic loss entailed in the col-
lection of Customs Taxes, but this
applies to taxes of every class. The
number of ““labour hours’ (and
highly-paid labour) that is expended
on the preparation, amendment, and
consideration of returns of income,
must run a good second to what is
caused by Custors. The same ap-
plies to death . duties, including the
valuable time of Supreme - Court
judges, and must. be a heavy -item,
while as regards the petty imposts
such as stamps, the aggregate loss
must be very considerable. Taken as -
a whole the, taxation of New Zealand
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(and .most other countries the same)
involves a total of ““labour hours”
. which would, if it could be even

approximately assessed, cause people
to wonder at the crass stupidity which
imposes, quite unnecessarily, such a
colossal waste.

The Single Tax.—There is one tax
(so called) which T have so far
omitted, namely, a tax on the un-
improved value of land which carried
to the full, is what is known as the
Single Tax. 1 have left it 1ill the
end because 1t ig really not a tax at
all, but a rent. 1 will now déal with

it. To begin with it is essential that

we should clearly understand the

nature of land value. Ii is the value~

which attaches to land apart alto-
gether from any improvements placed
When land is wholly un-
improved its market value (if any)
b 15 necessarily identical with the un-
<“improved value, but where there are
lmprovements in or upon the land it

i3 necessary to separate the two -

“ values. The existence of improve-
ments has a tendency to cbscure the
© unmmproved value, especially in the
case of farm lands, and some people
even claim regarding the latter that
there 1z ne value at all apart from
the labour which the farmer has put
into his land. Such a contention is
-quite fallacious. To propetly grasp
the position it is necessary, in the
ease of improved land, to imagine
that the particular block wé wish to
value had remained in a state of
nature while, all the time, settlement
round about and in the country as a
whole, had gone on precisely as it has
done. Let us suppose that an imag-
inary line had been drawn round the
block in question. and that no man
had put a foot on it. What then
would be its value fo-day other things
being what they are? (learly,

except in districts remote from the

cenitres of population, or jnaccessible
or infertile, there will be some value.
If we suppose the site of the Bank of

New Zealand in Auckland had been

.cumstances ?

- mic Justice,

so reserved, would it not have a value
of many hundreds of pounds sterling
per foot frontage to . Queen Street,
Just as wo know it has to-day, apant
from the bulding it has on it.
Would not factory and residential”
sites have a value under similar cir-
Would not farm Jands
have a value if set aside in the way
I bave suggested? TUnquestionably
they would, and obviously such value
ex hypothesis (i.¢. that no man had
set a foot on the land) cannot be-in-
dividually created, but is communally
created. The value of land is there-
fore due to the presence, needs and:
activities of the people as a whole, -
and this being so, it must be appar-
ent that if individuals {landowners)

- are allowed to appropriate = these

values they will acquire rights to
natural opportunities (land) which
are grenler than those possessed by
the landless. More than that; those
who own large values will have
greater rights than these'who own
only small values, henee in order to
equalise rights to land—the free gift
of God—amongst all the people it is
hecessary to take. the whole of the
land values of the country and place

. them in the public treasury to be

used for the common benefit. Equal
Rights to Land is the Basis of Econo-
The annual valne of
land apart from improvements is
called in political economy Rent,

- Rent is mmevitable where people con-

gregate. It arises with growth of
population. First-comers secure the
best sites (land) and those wheo fol-
low must take up inferior and ever-
inferior land. The. forcing into use -
of inferior land (inferior, that is, as
to locality, fertility, or both) gives a
rental value to superior land, and.
people are then willihg to pay a

- premium for the privilege of using .

the better 1and, hence we have Rent.
Now it must be clear that Rent
created by the community -and appro-
priated by individuals must cause a
condition of social injustice: Tt is -
equally clear thal rent in itself is a
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just and equitable principle, and if
paid to the State serves the wvery
necessary purpose of equalising the
rights of all to natural opportunities
—Land. Without such a fund or
pool it would be impossible to place
everyone on an equal footing with
regard to the occupancy and use of
land. In the very nature of things
some must uge large blocks, some
small; some must monopolise valu-
able blocks, others blocks of little
value; all must use some for they
cannot work, live, or sleep, except
on land. Iven the sca and the air
are included in the economic term
land. Thus rent (paid to the State)
is not a tax but a payment designed
to equalise the rights of the people in
the land of their country. TIf then
we can run the Government—local
and. national—with the revenue de-
vived from Rent we shall do so with-
out taxation. Had New Zealand been
run from the outset on these lines she
peed never, at least, up to the time
of the Great War, have levied one
peany of taxation. When the first
settlers arrived land values were nil,
sa likewise was the cost of govern-
ment, there being “then no need for
the various services and utilities
which, with the growth of popula-
tion, become necessary in an ordered
community. With the advent of
more settlers land would commence
to have a value, since the first-comers
would have secured the maost desir-
able blocks. Rent would arise and
would grow as the .population in-

creased. Public services and utilities

would be required and would assume
Jarger and larger dimengions with the
enlargement of seftlement. Rent
would keep pace with the needs of the
government, and would at all times
be sufficient for the purpose. This
can be seen from a study of the Year
Book since the value of land was first
assessed. It will be found that five
per cent. of the value of the land of

New Zealand would have given a sum
more than equal to the purely taz-
reventie—loeal and national—of the

Dominion. Thus is 1894 the figures
for tax-revenue, including loeal body
rates, etc., were £2,351,762, while
the economic rent wonld have been
£4.595,167. Tn 19504 the amounts
would thave been  respectively
£4,800,314 and £6,244,345, and in
1914 £8,105,568 and £12,510,512.
{(See below.)) In the latter year
came the war with its extra-
ordinary charges. T do not pro-
pose to deal with war expenditure
except to say that in so far as it
could not be met out of the economie
rent other sources would have had to
he found. The point T would stress

18 thig :—Rent is the revenne-cloth m

aceordance with which the expendi-
ture-cont should be cut. T claim that
except in extraordinary eirenmstances
the amount would be more than suf-
ficient to give us the services and
utilities to which we have been accus-
tomed, and if it were necessary to
tax for war purposes, such {faxes
should bhe temporary, declining as
war expenses declined and disappear-
ing with their disappearance. Think
of the position to-day, and what it
might have been. Production, distri-
bution, exchange—what we indicale
in the all-inclusive term ‘‘business’
—crushed beneath a load of taxation.
Tndless work and worry imposed
upon the community in order to
comply with forms, regulations, re-
quisitions; imposed fo secure the
finanecial needs of govermment. An
army of civil servants to deal with
the public revenues. The people’s ac-
tivities clogged and hampered at
every turn; endless time and labour
wasted which miight be applied

1894 1904 1914
2 £ &
Tax Revenue 2,300,350  3,754.379 .. 5,918,034 -
Local Ratea 551,412 1,050,935 2,187,534
Total Taxation .. £2,851,762 £4.805,314 £8.,105.568
' 1894 - 1904 1914
' s00005m 110,628417 228,455,876
Land Values .. 80,003, ,023, LG99,
5 po.oon Values 4000000 563470 11420668
Tand Tax Coll'd 279,000 .~ 352,854 767,451
. Or'n Rents, etc. 315,167 960,021 . 318,393 -

Single Tax- .. 54,595,167 £6,244,3¢5 £12,510.61%
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to works of produetion. Verily, we
are outrageously over-governed! And
in place of all this, just one charge
which is not a tax, levied ad valorem
on the superficies of the Dominion—-
theland. TLand which can be mapped
out once and for all, that cannot run
away or be hidden from view, the
value of which can be assessed, and
being assessed can bo taken into the
public Treasury with the ease with
which we now collect stamyp duties
on cheques. An impost which though
called the Qamg’le Tax,” so far from
being a tax is the very negation of
taxation, since its effect is to equalise
the rights of all to Ged-given natural
opportunities by which alone can onr
material existence be sustained. An
impost which not to take for the
people is to permit taxation by land-
owners, Which docs not add one
penny to the price of any commodity,
since the Impost is not a new one but
only involves a new allocation of an
existing charge, Thus, by the State
appropriation of rent may we secure

' - government on modern lines, not only

without taxation, but even while
abolishing all taxation and hy the
act, restoring in the name of Justice
the inalienable vights of the people
ta the soil of their country, the rights
whick, as Herbert Spencer declared,
must be enacted “‘ all deeds, laws and
customs notwithstanding.”

Modus Operandi.—The machinery
for such a change as T have indicated
would be simplicity itself. It would
be necessary merely to increase the
taxation of Jand wvalues unfil the
whole of the cconomie rent was ap-
propriated by the State, repealing
pari passu.all other taxes. The in-
crease would he gradual—step by step
—until such time as the selling value

of all land, apart from improvements,
were to dlc‘.appear Valuations would
be kept constantly up to date, being
raised or lowered in wnison with the
true economic value for the time be-
incr‘ There would he difficulties, but
“]]Ple there’s a will there’s a way.’
Such difficulties would be found to
have originated in *‘ vested rights in
publie Wrongs’ '—a legacy from the
past. They do not inhere in the
principle of the ““ Single Tax ™ or as
I would prefer to call it the ** State
Appropriation of Rent,” which as 1
have showu, would have heen an ideal
system 1f adopied at the beginning.
Under it no vested interests could
have arisen in regard to land, The
wrong system we have creates vestod
rights for the few at the expense of
the many. The system T uphold niust
inevitably destroy such monoply in-
terests, henefiting the many.

The first thing is to affirm the just
principle.  The equity of the “Single
Tax " is so manifest, palpable and
nrregistible that it is the plain duty
of all the leaders of thought in Press,
Pulpit, Parliament and Commerce to
acclaim the principle, however they
may differ on the precise means
whereby it may be given effect ta.

Given the “ Will to Justice,” all
difficulties will be speedily sur-
raounted.

In conclusion, gentlemen, let me
thank you all for your forhearance in
listening so patiently {0 my presenta-
tion of what to many of you is rank
heresy, but what to . me is the high-
cxt expression of economic truth;

truth which the world needs to knm‘

and to apply 1f it hopes to escape the
storm of revolution which has al-
ready overtaken a part of it.



