Cycle Eight Supplemental
Answer in ink on a separate sheet. Study all terms for the SuperTest.

· LAND PROBLEM: A phrase used by land reformers to suggest that the current system of land ownership is a political device to benefit a privileged few at the expense of the landless. Various reformers have suggested different ways to correct the inequality of the ownership of land.
· ECONOMIC JUSTICE: Some argue that economic justice requires equal access to natural resources, as well as the individual right to enjoy the fruits of one’s labor. To prevent the concentation of land ownership into fewer hands, economist Henry George proposed taxing land-values. Taxing land-values will increase individual access to land by discouraging land speculation. The Economic Rent taxed would be returned to the community that produced it, presumably to pay for the benefits the community provides, such as roads and law enforcement.  To insure that each may enjoy the results of their own exertion or investment, there must be no taxation of things individuals create. 
· PROPERTY: In a general sense, that which is rightfully owned. Property may be considered private, public, or common. Examples of private property may be your furniture or car. Examples of public or common property are a public road, sewer system, or anything members of the community have an equal right to. We have a common right to the air we breathe, as well as the economic rent the community produces. In Agrarian Justice Thomas Paine wrote, “Men did not make the earth. It is the value of the improvement, and not the earth itself, which is individual property. Every proprietor owes to the community a ground rent for the land which he holds.” In other words, individual property is what humans actually produce, not the earth itself. The ownership of a title deed (a contract) is the limited sense in which land is a kind of property. It is the deed which secures the right of private use under the laws of the community, city, state, or country.
· GROUND DEBT: A phrase for economic rent used in Denmark when Land-value taxation was popular. The idea was that each site holder would compensate the community treasury for the land which they held. Payment of ground debt secured the right to use the site privately.

· COMMUNITY: A group of people in a neighborhood, village, town, or city.

· HENRY GEORGE (1839-1897): Political Economist, Social Philosopher. Author of Progress and Poverty (1879).   George said the value of land should belong to the entire community (city) that produced it. He advocated a ‘single tax’ on Land-values to recover ground rent (economic rent) instead of taxes on Labor or Capital. This collection of land rent would replace all taxes. George said people who earn wages for their exertion and interest for the capital they've invested should not be taxed because it is their property. Private land use would not change. 
· LAND-VALUE TAX: A Land-value tax works like a charge for a benefit received. The tax depends on the market appraised value of the location used. The benefit received is the advantage of the location used compared to less advantageous sites. A Land-value tax does not include the value of the improvements on a site, such as buildings. A Land-value tax collects Economic Rent for the city. Taxes on Labor and Capital discourage production. A Land-value tax actually stimulates production by pushing land to the market where it can be used.  This reduces the high price of land, and prevents the ‘collectible rise’ that leads to widespread land speculation. In contrast, a tax on individual wages or the sale of a product shows no relationship between what one pays and the social benefits one is supposed to receive in return. As a Land-value tax amounts to the collection, or public recovery of Economic Rent, any natural resource with locational advantage has economic value.  Here are several applications:

1. Airwaves: Annual rental fees for use of the electromagnetic spectrum.

2. Airways: Through competitive bidding, air carriers would pay for gate fees.

3. Animals: Fishing and hunting fees would enable the efficient management and protection of species.

4. Forests: Appraised like any other land, with a site-value charge.  Old Growth forests may be bonded contracts (not to destroy etc.)

5. Minerals:  In Long Beach, California, the consortium of oil companies called THUMS (Texaco, Humble, Union, Mobile, and Shell) at one time paid 96% of their profit to the city of Long Beach and State of California.  In the case of oil, a mineral appraisal agency may be needed to assess total oil revenue per location.

6. Water: State or local agencies may sell licenses to withdraw water from rivers or wells. Charges would be based on quantity used.

· ESCHEAT: When a landholder or property owner dies without an heir, escheat enables the government to take land or property, and put it up for auction.
· EMINENT DOMAIN: The taking of privately held land for public use, such as for a road, with compensation. This has become increasingly controversial when used to take privately held land for other private use on the grounds that a bigger or better business would be able to pay more in taxes to the community.

· POLICE POWER: This refers to the enforcment of rules and codes regarding land use. 
· VALUE PRODUCED BY THE COMMUNITY: Something of economic value produced by a community is Economic Rent. Economic Rent also results from unique attributes of the land, such as minerals or fertility. In a modern city, the rental value of land is determined by the demand the general population places on specific locations. Economic Rent is not produced by the one that happens to hold title to a given site, or the improvements on a site, but by what surrounds it—a community.
· BENEFITS TAX: A tax based on something one gets, such as a better location.

· FIFTEEN MINUTE CITY: An imaginary city that would be built up, rather than spread out.

· MONETARY POLICY: Fed-managed money supply. See “tight money” and “loose money” policies in your textbook.
· FISCAL POLICY: The way government taxes. See “Supply-side Economics” in your textbook.
· EXCISE TAX: A tax on a specific item, such as gasoline, as opposed to a general sales tax on items.
· INCOME TAX: A tax that falls on income, no matter how derived. It could be wages, rent, or interest. 

· PROPERTY TAX: A tax on land and improvements. The portion of the tax on the improvements discourages new improvement. Contrast with Land-value Tax.
· TAX INCENTIVES: Taxes affect behavior. The tax code or laws can stimulate economic activity, or act to discourage it. Any tax on production is a tax disincentive. However, a tax on land values is an incentive to put the land into use, or leave it to someone who will. So long as improvements are not taxed, a Land-value tax is an incentive to make productive use of a site.
· DISMAL SCIENCE: A pessimistic view of Economics which supposedly offered little hope for the working poor. 
Answer the following questions in ink.
1. Answer pg. 331, #3
2. Do Section 2, pg. 336, 1-4.

3. Do Section 3, pg. 344, 1-4.

4. How is monetary policy different from fiscal policy?

5. What are three ways to structure the income tax (#3, pg. 354)?

6. Do #4, pg. 354.

7. Do pg. 361, #1-4.

8. Do pg. 366, #1-4.
9. What is name given for that component of the ‘money supply’ consisting of all funds in actual circulation?

10. What is M2?

11. What happens to the money supply when the Fed conducts open-market operations by buying back its own securities (bonds)?

12. What happens to the money supply when the Fed reduces the discount rate?

13. What is the name for a sales tax on tobacco?

14. Does supply-side economics make sense? Explain your answer.
15. How can the government function if it spends more money than it takes in taxes without increasing taxes directly?

16. How would a ‘Land-value tax’ apply to the airwaves?
17. In 1978 California voters changed the state constitution with Proposition 13. The property tax reform said everyone that owned a home would pay a tax based on 1% of the 1975 value (of land and buildings) but everyone who buys a home as of 1978 will have to pay a tax based on 1% of the current market value, whatever that may be. Well, the population grew and the market values have certainly changed! How would this tax reform affect future generations of Californians, compared to the older owners? Does this seem like a fair tax? Explain your answer.
** Throw away this assignment if it is done in pencil.
