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REPLY TO TIDEMAN
DAVID E. MILLS*

HE ambiguity of the term “land value”

is well-known and inheres in the
problem of allocating factor rent among
components of the factor that, for prac-
tical technological and economic pur-
poses, have become inseparable. T. Nico-
laus Tideman (1982) is correct when he
attributes the claim that a tax on land
value is non-neutral to a definition of
land value that “depends on how the land
is used” (p. 109). He is equally correct
when he claims that land value may be
defined in such a way as to provide the
basis for a neutral tax. To do so one must
only appraise the likely market value of
all parcels under the assumption that
they exist in some uniform, hypothetical
state. There is, of course, an infinite
number of such states, and value in none
can be identified without reference to the
use to which some parcels are put, if not
necessarily the parcel in question. (Wil-
liam S. Vickrey (1970) provides a full dis-
cussion of the manifold problems encoun-
tered in choosing a “standard” state for
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practical appraisal purposes when tax
neutrality is sought.)

It is a reasonable goal of land-tax pol-
icy to aim for neutrality. Toward that
end, it is clear that the preferred tax ba-
sis is not the value of land in the state to
which it has been irrevocably commit-
ted—the discounted value of the income
stream to which the landowner is enti-
tled—but rather its value in a (any) uni-
form, hypothetical state—the discounted
value of some other income stream. The
point of my previous note stands, how-
ever: when land value is computed (ap-
praised) to include rent accruing to irrev-
ocable previous commitments, the nature
of induced non-neutrality is to favor land-
uses with early-payoff income streams.
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