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Land Rent is 20% of U.S. National Income for 1 986

Conservatively Estimated

About a thousand cities woridwide are taxing land val-
ues at a higher rate than buildings and wages. Many of
them are taxing only land values. The evidence from these

cities clearly indicates that they have benefited greatly

from so doing. It would seem these conclusions can be
reached: '

A land value tax encourages landowners to put their
sites to optimum use; otherwise, the small income from an
inadequate improvement would be insufficient to cover the
cost of the higher land value tax plus a reasonable profit on
the improvement itself. '

@ The reduced tax on buildings (maybe none at all)
makes the new construction, repair and operation of build-
ings more profitable, and the reduced tax on wages permits
more take-home pay. (1)

No wonder so many urban tax experts endorse a higher
land value tax. Seven recent Nobel prize winners in eco-
nomics have endorsed the idea, as has the president-elect
- of the American Economics Assn. (If eight Nobelists
endorsed it, would that move you to action?} A research
study by the prestigious Urban Land Institute calls such a
tax "a golden key to urban renewal, to the automatic regen-
eration of the city - and not at public expense.” (2)

But we still must ask, how important would a land val-
ue tax be if it collected all or nearly alf the annual rental in-
come of land? The quick answer is - very important. Let’s
look at the evidence. :
' ' 20% A

The best substantiation comes from the U.S. Census Bu-
reau report entitled "Taxable Property Values, Vol. 2 -
1987 Census of Governments."” It gives figures for 1986,
the latest available. (3)

@ From this highly detailed tabulation, we can conserva-
tively estimate the total assessed market value of all real
property in 1986 to be $10.8 trillion. (4)

& We can conservatively estimate the total assessed mar-
ket value of all land at $4.322 trillion for 1986. (5)

e In 1986 the conventional 15-year fixed home mort-
gage rate was 10.05%, which meant that annual land rent
approximated $434 billion. (6)

@ In 1986, $37 billion (conservatively estunatcd) was
collected in property taxes, for a land-rent total of $471 bil-
lon. (7)

@ $6 billion was collected by the federal government in
Iand leases, s0 our new land-rent total becomes $477 bil-

lion; we overlook state-owned land leases because their
amount was unspecified. (8)

@ Tax-exempt land value (conservatively estimated)
would bring the 1986 total to $572 billion. (9)

& Mineral land value (conservatively estimated) for
1986 came to $109 billion more than the ridiculously low
U.S. Census estimate; this includes both producing as well
as reserve mineral land vale. (10)

LAND RENT (CONSERVATIVELY ESTIMATED)
IN 1986 THUS TOTALED $681 BILLION, 20% OF U S.
NATIONAL INOOME FOR THAT YEAR. (11)

Indirect Effects

If we were to fully tax land rent, we must take into ac-
count four indirect effects, three of which would i increase
the amount of land rent in the economy:

{a) When land rent is collected by the government in
place of taxes on labor and capital, those latter taxes disap-
pear but we get the government services anyway (only
now they are funded by the new land rent tax). A good part
of this tax saving would increase land rent.

(b) Ifland is not taxed, it need not be used efficiently be-
cause landowners often hold sites out of full current use,
hoping to sell for a higher speculative price in the future;
or they don’t know how to use the land efficiently or they
lack the capital to do so; or because land appreciates over
time while buildings tend to depreciate. Withholding land
from full current use creates an artificial land shortage,
thereby increasing the rental price for land.

But once we start to tax land values heavily, inefficient
land use is penalized and less land - eventually none - will

‘be held out of full use, In effect, this increases the available

supply of land on the marketplace and reduces the percent-
age of national income going to land rent.
On the other hand, because some valuable sites are

. under-used, other sites will be over-used although probably

there would be more under-use than over-use. )

{c) It s entirely reasonable to expect that GNP would in-
crease if land rent were taxed (for the reasons given at the
beginning of this article), in which case we could expect

- - land rent to increase as a percentage of national income.

(d) If GNP increases as land rent is increasingly taxed,

. then welfare taxes could decrease, in which case the saving

therefrom would increase land rent as a percentage of na-

tional income.
(continued on next page)
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(connirued from previous page)
Conclusion

If land reni were taxed, what would we do with all
that reverue™ _

Surely, land rent taxation is no tempest in a teapot. It
does not concern itself with a minor part of the economy,
but with its core.

Don't do economies mthout it.
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tax.

The Weyerhauser Corporation, for instance, owns 6 million acres of timberland (Frank Capiel-
lo, Hume Moneyletter 3/8/89 and they say this land is worth more than the company’s entire

stock value).

The entire area of New J ersey (mc}udmg water) is 5.26'million acres.
Don’t even think of doing economics without land.

Landownersmp is concemrated, hence a land tax is based on ablhty to-pay more than any other
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The invitation was encouraging: I was one of four who
were the invited guests of the Economic Reform Committee
of the Supreme Soviet; we were Lo present our case for tax
reform at a work session on Monday, May 13.

I will admit to a few trepidations on the British Airways
flight into Moscow: isn't the Soviet Union our sworn ene-
my? Don’t they threaten us with atomic bombs? They kil
people in the USSR, dor't they? It’s a dictatorship, no? Any-
way, doesn’t the Communist Party dictate to the Supreme
Soviet? Won't the people be unfriendly?

Well, OK, I'll only be there a week. I'll take my
chances. They want me to testify because of the research
P've done indicating that when cities tax land values more
and other things (esp. buildings) less, there is economic de-
velopment; here is a tax which actually promotes production
and will make the Soviet transition to a market economy a
little easier. Such a tax causes land to be used efficiently,
which is not now the case in the Soviet Union. If production
isn’t taxed, there’ll be more of it. But enough of all that.

So there I was, ushered in with my three American col-
leagues to the Economic Reform Committee of the Supreme
Soviet, Americans on one side, Soviets on the other. A pic-

or Visits the Soviet Uni

ture of Lenin glared down at us. We capitalist American.
urged them to socialize the rent of land; they acquiesced, but
Russians in general simply don't have a natural understand-
ing of how a free economy works; land, to them, has no ren-
tal value because it 1s not a product of kabor; yet they agreed
in principle it was good to tax land, not labor or capital (if
the latter is taxed, then the tax is passed on to consumers in
the form of higher prices, but the Russians weren’t sure of
that).

Hey, they didn’t mean to do it but they nearby killed me
with kindness and cholestorol; the Russian diet is 45% fat,
45% cholestorol. In one week, I probably lost two years off
the end of my life. Pienty of eggs and cucumbers (the latter
is neither fatty nor oily, but it was served for breakfast,
lunch & dinner and bathed in sour cream).

Did we sell the land value tax to the Soviets? Well, they
showed more genuine interest in it than did most
Americans, who are so relativist they wouldn't recognize
the truth if they bumped into it. We shall see what action
will occur; much depends on follow-up letters (faxes, actual-

ly, it is the best way to communicate with the Soviets).
(contirnied on next page)

(

e Fairhope, Alabama (our collect-land-rent-not-taxes
town) is listed as one of five top places in North Ameri-
ca for retirees interested in recreation and culture, by re-
tirement expert Peter A Dickinson.

@ A columnist in the Wall Street Journal (11/30/88,
- Editorial Page) listed all U.S. land values at $3.7 trillion
and al] stock exchange stock value at only $2.6 trillion.
So! Land values are 1.4 times all publicly-held stock
(actually the disparity is much greater than this since
1.S. land values far exceed 3.7 tnllion, and some of the
$2.6 trillion includes much land value.)

@ "Boston is the costliest city for office-renting -
$48/sq. ft. New York and Washington are close behind
at $47/sq. ft. However, these cities don’t come close to
Tokyo $186 5q. ft. and London $152 sq. ft. '

The Wall Street Joumal (5/16/89, B1), which
presents this data, concludes as follows: "In Tokyo land
acquisition accounts for as much as 80% of total costs
i of new office space, with construction making up the
. rest. In New York, land costs are so much less that the
ratio is reversed.”

* dents can afiord to buy new homes. The percentage is

Vol. XVII No.4

e AT&T's net income for 1987 was 6.1% of total op-
crating revenues. It was considerably less than that in
1985 and 1986 (source: 1987 Annual Report, p.27).

Significance: profits don’t boost prices because
they’re a small portion of total revenue; we'll have fo
lock elsewhere for the culprit (hint: look to a
non-producer).

o Residential land values are growing at the rate of
$10,000 a month in Orange County, Ca., according to ap-
praiser Ted Gwartney, 1/14/89. Only 10% of the resi-

declining. Commuting 60-80 miles is fairly common.
One cause: foreign demand. One solution: LVT.

@ Are you one of those who say, "Yes, LVT is a
great idea, but I'll wait uatil ‘they’ make it popular"? If
$0, aren’t you part of the problem?

e Progress with Poverty: 78% of women aged 35-44
are now working (USN&WR,4/2/90, p.10). This is the
only way families can afford the escalating land cost of
homes.




Professor James Buchanan (1986 Nobel Prize winner
in economics, at NYC St. Johns University lecture): “The
landowner who withdraws land from productive use to a
purely private use should be required to pay higher, not
lower, taxes."
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President Theodore Rogsevelt (Century Magazine, Oc-
tober, 1931): "The burden of taxation should be so shifted
as to put the weight upon the unearned rise in the value of
the land itself, rather than upon the improvements, the ef-
fect being to prevent the undue rise of rents.”

IT Ediror Visits the Soviet Union, cort’d

e Qur chief host, a member of the Supreme Soviet,
asked some high advisors of George Bush on a recent trip
he made to Washington about Henry George and land val-
ue taxation; only one in the ten heard of either and all of
them advised against land value taxation, even though they
knew next fo nothing about it, and certainly had done no re-
" search (they were oblivious of the 15 cities in Pennsylvania
which are taxing land more than buildings, all successful-
ly}. They caused my host to wonder if he could trust his
own reasoning. So much for our Bush-men. _

e The State legally owns all the land but gives it away
for nothing to individuals and enterprises; this requires the
State to tax incomes and production heavily.

e What is transpiring in the Soviet Union still mystifies
me (no one seems in charge), but I saw much disaffection
with state direction of the economy, and never have I been
more optimistic about the future of freedom in the USSR.

@ Don't talk to me about making war on the Soviets,
not as long as my wonderfully warm hosts in the Soviet Un-
ion are living there, They are not abstractions any more. I
used to be a foreign-policy hawk, but I can only make war
on abstractions. Put away your war toys. They can hurt

good people.

Hard Empirical Evidence for LVT

In ALL ten two-rate Pa. cities which have

more-than-one-year track records, conistruction spurts have -

followed the adoption of the building-to-land switch in the
property tax.

The dollar value of buﬂdmg permits issued in the three
years foliowing the two-rate adoption have been compared
to the three years before in the two-rate cities, and this has
generally been compared to neighboring and comparable
cities covering the same periods; the two-rate cities have
always done better. Exactly the same results have been
recorded in hundreds of overseas land-taxing cities.

Tax land more, and we require it to be used efficiently;
tax buildings less, and we encourage their new
construction. Write to us for a booklet summarizing these
studies (enclose $3). -

- Limited-time offer: if you have a ﬁ*ien& who could bene-
. fit from receiving a free one-year subscription to Incentive
Taxation, then let us know. We'll put him on our list.

1. The Soviets are warm, naturally ethnocentric
and admirous of high-tech; but also very militaristic,
internationalist (e communism), anid poor (imagine if
every decision concerning the reconstruction of partic-
ular buildings had to be made at City Hall; don’t city
halls have enough to do now withcut having to make
such decisions?) Imagine that nothing moves until
city government decides....

2. Nearly everyone lives cramped in huge big-city
public-housing projects; much public space is vacant,

3. The Kremlin is unimpressive {much wood) amd
Moscow is dusty; seven Stalinesque wedding-cake
skyscrapers dominate the city.

4. Fear, fear, fear, but the young people seem to fa-
vor privatization nevertheless.

5. Moscow id May and September wonderful
weather.

6. Much talk, little action. Many laws, but people
constantly flaunt them. _

7. What is Russian, what communist?

8. Moscow is north of the Aleutians and most of
Hudson Bay; dawn at 3:30 a.m., sunset at 10:30 p.m.

9. I have not seen a telephone directory, don’t
think there is one; but don’t ask about the lack of it,
as Muscovites are sensitive about it.

10. The President of Estonia just passed his docto-
ral exam; imagine Bush or a governor doing likewise.
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