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THE ECONOMIC THE FIRST
— PILLAR OF

FACTS ECONOMIC WISDOM
OF UF E (No. Lin a series of ten?‘

By Fred G. Clark and Richard S. Rimanoczy

T Knowing the things we have to do to protect our
economic health is just as important as knowing how
to protect our physical health.

This knowledge is tightly packed in a famous doc-
ument, known as the Ten Pillars of Economic
Wisdom, which has been recognized in every free
country as a reliable blueprint of these essential
principles.

What you are now reading deals with Pillar No. I,
which is worded as follows: Nothing in our material
world can come from nowhére or go nowhere, nor
can it be free: everything in our economic life has a
source, a destination, and a cost that must be paid.

T One way to test the truth of any principle is to N
try to find examples where it is not true.

Let’s take the example of Federal Aid, which

seems to be free of cost to the people.
But is it?
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Federal Aid consists of “government money.”
Where does the money come from?

It comes from taxes.

Where do the taxes come from?

They come from the people, either through per-
sonal income tax and other direct taxes which they
know about, or through indirect taxes which business
must collect from the customer as part of the selling
price and turn over to gover,plent

So we see that Federal Aid is money taken from
the people and returned to the people, minus the
government’s cost of administering the funds.

Everybody who pays taxes, or buys anything, pays
part of it.

T Other examples come readily to mind:

Everyone knows that “free” education is paid by
general taxes.

“Free” trading stamps or coupons are paid for
either in the selling price or by the owners of the
business.

Things that sell at artificially low prices because
of government subsidies (such as city water and
cheap electr1c1ty) represent a loss which is always
collected from the people in some other way.
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T The underlying reason why everything costs
something, and why all costs must be paid, is that,
in the long run, more than 98% of all costs are
labor payments. Wages and salaries are the princi-
pal costs of everything. And, unless they are paid,
the work will not be performed. Even slave labor
costs something because the slaves must be fed,
clethed, and housed.

This may not seem to be true when you see that
the payroll cost of a given product is only 35%. But
this 35% is only the direct payroll. There is payroll
in the cost of all goods and services the company
bought outside. There is government payroll in the
taxes it paid. There is payroll in the depreciation
charges and the profits retained in the business,
which are spent for expansion and modernization.
There is even payroll in the dividends paid to stock-
holders, because this money is spent for things that
involve payroll,

1 This fact leads us to another: with the exception
of those of us living on pensions or relief, the people
who buy what is produced (that is, the customers)
are the same people (the workers and investors)
responsible for the production.

So, as a nation, we pay ourselves our own incomes
by buying back what we have produced.
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THE ECONDMIC WHERE GOODS
COME FROM

FACTS : The Second Pillar of
OF LIFE | Economic Wisdom

By Fred G. Clark and Richard S. Rimanoczy

In the first editorial in this series, dealing with
Pillar No. 1, we discussed the fact that nothing in our
material world can come from nowhere or go ne-
where; that everything has a source and a destina-
tion; and that everything has a cost that must be paid.

T The second Pillar reads: “Government is never
a source of goods. Everything produced is produced
by the peOple and everything that government glves
to the peopl‘e, it must first take from the people.”

The illusion that government can give, without
first taking, arises from the complications of our mod-
ern money and tax systems. In the old days when, at
the harvest season, the King’s Cart made the rounds
of the farms and physically carried off the food or the
wool that was to be disposed of by government, every-
one knew the truth. There was no money involved.

—10—
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But today, government does not physically take
away part of the people’s production: it takes away

(that is, taxes) part of the people’s money and uses
it either to buy part of the people’s production or to

make gifts of money to other people who use it to buy
part of the production. .

In both cases it seems that government is the source
of the goods.

T It is interesting to note that the “King’s Cart
method” would not have been possible if it had been
applied with today’s progressive tax principle.

The King’s Cart used to collect the same percentage -
of every farmer’s produce. For the purpose of illus-
tration, let’s say 20%. The “big” and the “little”
farmers, therefore, were taxed at the same rate.

But had it been based on the “progressive” tax sys-
tem of today, the “big” farmer would have had to give
up as much as 90%.

Under these circumstances, it would seem certain
that the “big” farmer would have gone on a tax strike
or deliberately reduced the size of his crop.

Y But, today this is not a problem because the
magic of the modern money and tax systems permits
government to take away purchasing power without
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seeming to take away the goods. And the people who
receive this purchasing power think of it in terms of
the goods it will buy.

1 The fact that government is not a source of goods
becomes still more obvious when we ask ourselves the
question: What is government ?

Government is a set of ideals and ideas, expressed
in words which are approved and printed up into laws
and regulations.

Government becomes something real only when
people put these laws and regulations to work or, in
more technical language, implement and administer
them. |

It is true that government people produce many
services and a few goods, but it cannot be said that
government produces them.

Furthermore, government people (employees) are
paid out of taxes, so the true source of what they
produce is the taxpayer.

1 Why is it, then, that so many people look upon
government as a source of things that are given to
them?

It is simply because the process by which govern-
ment redistributes the people’s production is very
hard to follow in our complicated economy.
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