CHAPTER SEVEN
SITE VALUE TAXATION

VE NOW MUST consider the most‘controversial aspect of
this thesis. But it is also the most practical. If con-
cerns the method whereby we shall control speculation in
land and, at the same time, obtain éollection of the 7
economic rent for the community. Thoﬁgh these matters can
become guite complex in certain treéthents, Qe shall
endeavor to keep things as simple as poésible. (Economistsﬁ
like philosophers, need no help in making matters obscure.)
So long as tﬁe fundamental principles are understood, we
é¢o not have to go into exiensive detai% here. To those
who complain that details are important, and that numbers
count, we can only reply that reference must be made to the
numerous studies cited in footnotes for such material.
£nd to those who may find this chapter too far removed
from ordinary philosophical argumentation, we can only say
that if philosophy is to provide practical guidence in t'e
area of social and ecopomic justice, then it must offer some . -
concrete proposals grounded in empirical evidence. | ‘

Theiprinciple of property taxation is probabiy as old
as property rights themselves., Cgrtainly, in the case of
real property, taxation on land has been with us since4

earliest recorded times.1 Yet, despite the longevity of

lFor the United States see, Aaron l. Sakolshi, Land
Tenure and Land Taxation in *merica (New York: Robert
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the practice, controversy still surrounds certain substan-
tive aspects of the real property~tax. In particular,
though there is a recognition that a general property tax

differs from a site value tak, this recognition seldom

results in an appreciation of the -potential utility of the
second and the clear disadvantages of the first. Indeed,
property taxation is generally, if not universally, based
upon the assessed value of lénd and improvements. And
since the effects of a general property tax have been
widely-and painfully felt, initial resistence to a site
value tax is bound to be str'ong.2 Our first goal, then,

must be to clarify the crucial difference between the two

]
forms of proverty taxation and o show that opposition to

one need not imply opposition to the other.
If we are to have a just social-and econonic order,
as well es a stable political system, the burden of tax-

ation must be relate¢ to fair and equitable principles of

Schalkenbach‘Foundation, 1957) and for the world, Harry
Gunnison Erown et al., eds., Land Value Taxation Around
the World (New York: Robert Schalkenbach Foundation, 1955)

2Pronerty Tax_Reform, edited by George E, Peterson
(Washington, D.C.: The Urban Institute, 1973) is a good

_collection of essays on the current furor over property

taxation and its reforn. Henry J. Aaron, Yho Pays the
Property Tax? (Washington, D.C.: The Brookings Institu-
tion, 1975) is a more sveptical view about the practicality
of shifting the proverty tax to a site value tax completely.
See, however, his "Some Observations on Property Tax Valu-
ation and the Sigznificance of Full Value Assessment," pp,
153-166 in The_Property Tax and Its Administration edited
by Agthur D. Lynn, Jr. (Fadisor: University of Wisconsin,
1969).




distributive Jjustice. In recéht_tiﬁes there haévbéen

growing awareness of this need. Equally, it has been

recognized fhat’every system of taxation involves some re-
distribution of wealth in society and cannot be viewed as
merely a means whereby revenue, i.e. income, is obtained.-

Unless attention is given to this aspect of taxafion,vwe

may'obtain a sufficient source of revenue to meet govern-

ment needs, but we may also have introduced inequity into
the social order unwittingly.
Adam Smith perceptively saw the competing elements

that must be satisfied in a just and efficient system of

taxation. He offers four maxims that'shoulé be followed,2

They are simplé and common sehsicél. Ye may summarize

thenm thus: ’

1. Taxation should be eguitablv_distributed. "The sudbjecis
of every State ought to coniribute towards the support
of the government, as nearly as possible, -in proportion
t6 their respective abilities; that is, in proportion

to the revenue which they respectively enjoy under the
protection of the state."

2. Taxation should be certain in amount. "The tax wvhich
each individual is bound to pay ought to be certain; and
not arbitrary. - The time of payment, the quantity to be
paid, ought to be clear and plain to the contributor,
and to every other person."

3. Taxation should be_collected when it .s least incon-
venient. 9"Bvery tax ought to be levied at the time,
or in the manner, in vhich it is most likely to be.
convenient for the contributor to pay it."

4, Taxation should be easyrto access _and collect. “Everyf
tax ought to be so contrived as both to take out and

) 3Smith, The YVealth of Nations, Book V, Chap II, Part II.
t0f Taxes,' pp. 310-312.
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to keep out of the pockets of the people as little as
possible, over and above what it brings into the public
treasury of the state." )

In addition to these four maximé, Smith also understands a

fifth important principle of‘taxation: Taxation should not

discourage production. Any tax which reduces the willing-

ness to produce is self-defeating, for there can he no tax
revenues if there is no production. Hence, a téx which

" weighs more heavily on producers than others is bound to
discourage production. Such a tax both reduces the gross
product of wealth thzt may be taxed and impoverishes
society further by putting men out of work, thus causing
greatcr need for public revenues.

]

Lz Smith, in this case as in others, was far wore
perceptive than many of his successors. Too often tocday
these five simple canons of taxation are forgotten vhen

‘elabopate schenes of taxation are proposecd, ¥e must remem-~
ber these canons, however, and see how they operate with
site value taxation.h Site value taxation depends upon
collebting the 'econonic rent' of land. This is determined

by assessing the market value of the site and taxing it.

uThe following are gocd introductory treatments of the
site value tax: Arthur P. Becker. ed., Land and Building
Tewes: Their Bffect on Zconomic Development (Madison:
University of VWisconsin Press, 1969); Hichard ¥W. Lindholm,

: Tazetion: USA (Madison: University of
Visconsin Press, 1507); =2nG Daniel Holland, ed., The
Assessment of Land Value (Madison: University of Visconsin
Press, 1970). Also, Harry Gunnison Brown, Selected Articles
by Harry Gunnison srovn (New York: Robert Schealkenbach
Foundation, '080). -
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Critical to this procedure is the term ‘market value'.
Not surprisingly, perhaps, the courts have given different
definitions at different times, and various statutes of the
several states have also added their own interpretations.
Unfortunately, neither the United States Supréme Court nor
the United States Court of Appeals has defined mariet value
of real property in an ad valorem tax case. The Suprenme
Court did, however, provide.a definition of market value’
for personal property in an 1865 case involving ad valorem
duties upon imports. + approved the trial judge's in-
structions to the Jjury with the following words:

The market value of goods is the price at

which the owner of the goods, or the pro-

ducer, holds them for sale; the price at

which they are freely offered in the market

to all the world; such pirices as dealers in

the goods are willing to receive, and pur-

chases are made to pay, wvhen the goods are

bought and sold in the ordinary course of

trade. You will perceive, therefore, that

the actuzl cost of the goods is not the

standard.?
Ang, for a definition of market velue as it related to real
property we must borrow from a case dealing with eminent
domain. In the 1934 case the Supreme Court had the follow-
int to say:

In respect of each item of propsrty that

value may be deemec to be the sunm which,

considering all the circumstances, could

have been obtained for it; that, the

amount that in all probability would have

been arrived at by fair negotiations
between an owner willing to sell anc a

5¢liquot's Champagne, 70 U.S. 125 (1865)
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purchaser desiring to buy. In making
that estimate there should be taken
into account 21l considerations that

- fairly might be brought forward and
reasonably be given substantial weight
in such bargaining. The determination
is to be made in the light of all the
facts affecting the market value that
are shown by the evidence taken in
connection with those of such general
notoriety as not to require-proof.
Elements affecting value that depend
upon events or combinations of occur-
rences which, while within the realm
of possibility, are not fairly shown
to be reasonably probable, should be
excluded from consideration, for that
would be to allow mere speculation and
conjecture to become a_guide for the
acertainment of value.

A further clarification of the term comes from an
earlier eminent domain case decided in 1878. There the
Court had this to say regarding the use of property as it
affects market value.

In determining the value of land appro-
priated for public purposes, the same
considerations are to be regarded as in
a sale of property between private
parties. The inquiry in such cases
must be what is the property worth in
the market, viewed not merely with
reference to the uses to which it is

at the time applied, but with reference
to the uses to which it is plainly ‘
adapted; that is to say, what it is
worth from its availability for valuable
uses. Property is not to be deemed
vorthless because the owner allows it
to go to waste, or to be regarded as
valueless because he is unable to put
it to’any use. Others may be able to
use it.

601son v. United States, 292 U.S. 257 (1934)
Ts100m Co. v. Patterson, 93 U.S. 407 (1878)
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Clearly the Court saw that market value has as much to do
This is a-
almost all

with potential use as with presen% employment,
subject to
or lumbering

Crucial point, for it emphasizes the fact that
 Rural land is
A

uses.

land is open to competing uses.
the site for

the competition of farming, zrazing, mining,

And even within

Urban land is subject to even more competing
single parcel of land may be sought after as

o
a store, factory, dwelling, or office.
these few categories we find that each subdivides into
so the store may be a shoe
i oy

many more distinct classes:
store., bakery or grocery; the factory may male clothing,

a
ce

automobiles or books; the dwelling may be single or mul-
bank, corporate headguarters,

tiple; the office may be for
Thus it is necessary to

the hishest anc hest in orde
a sive.

5

or diverse tenents.
us

(0]
[y

which potentisa
te of The narket value of

e
(%

The idea of the highesl 2nd best use may be prelimin-

arrive at a true esti
arily defined as that use which will generate the gre=ates
net return over a period of time, talking into account all
costs of production including environmental ones. It is
important to appreciate that economic efficiency cannot be

properly calculated without considering environmental
There often is legitimate skepticism that by

costs.

encourzging the productive use of land we might also be
encouraging pollution or cther forms of ecological disaster.

and efficient use consistent with

o
2EgadL

Hewever, once the *erm highest and best use is understood

L3

to involve proper, 1
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the demands of eéology as well as those of productivity,
then there need not be feér that promoting highest and
best use wi11>be environmentally.destructive. We shall
turn our attention to the complex relationship between
.property rights and ecology in the next chapter, but the
point needs to be mentioned here also. ‘
Allied to the question of environmental considerations
is the issue of zoning.8 Froﬁ a legal point of view, unless
Zhe usage conforms to the zoning regulations in place,
the usage will be improper. Unfortunately, from both an
econonic and an ethical point of view, this is putting the
cart bsfore the horse. Too often restr}ctions about lang
usage are not based on real envirdnmental, cononic, or
ethical grounds., They merely reflect the political and
social influences of the time and vlace, ancd more signif-
icantly'théy are extensions of vroperty interests whiqh
cesir fo mazintain coatrol over their surroundings beyond the
boundaries of their individual sites.
On the other hand, the existence, indeed prevalence,

of zoning codes and reguiations is evidence of the community's

LWe shall return to this issue later, but here it is suf-
ficient to mention the -following: John Delafons, and Use

Control in the United States. (Canbridge, Mass.: F.T.T.
Press, 1509); ©. Loweil Harris, ed., The Good Rarth of
America: Planninz Our Land Use. (Englevood Cliffs, M,J,:
Prentice~Hall, 1974); Robert C. Healy, Land Use and the
States. (Baltimore: -Jobns Hopiiins University Press,
1976); and R, Marlin Smith, "The Constitutional Limits on
Lanc Use Controls, pp. 381-401 in Constitut.onal Government
in fmerica, edited by Ronald X. 1 Collins (Durham, North
Carolina: Carolina Zcadenic Press, 1980).




right to limit land-use when it deems it is necessary. Of
course, due process and compensation for 'takings! are
equally a part of the process, but the principle remains
clear: property rights in land are subject to communal
control and responsibility. The demise of feudal tenure
did not mean the elimination of all duties and obligations
to society. It did, however, ﬁake people less willing to
recognize the relative status of all land ownership. Only -
a concerted effort at reeducation is likely to restore
public acceptance of communal responsibility for property
rights, and only a site valus tax is capable of malking that
responsibility practical.

Onée the highest and best use of a si%e has. been deter-
mined, then the mariet value can be estimated., As 4, I,
Woodruff states, "Generally mertet value and the value
Justified by highest and best use coincide c¢losely or are
in fact identical."9 Ispecially on sites which lie adjzcent
or proximate to new development, mar¥et value will reflect
the potential use that the changed neighborhood brings
aboﬁf. That the owher of such a site has had the benefit
of preferential tax treatment during a transitional stage
of development is even more reason why the public should

recapture its due share of econonic rent once development

9A. M. Vioodruff, "Assessment Stancdarcds: Highest and
Best Use as a Basis for Land Appraisal and Assessment,"
p. 182 in The Property Tax _and Its Assessment, edited by
Tynn.
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is completed.lo Kow anyone can believe a speculator is due
the whole benefit of what the community, including third
party developers who pay their fair share of tax, has
created’is very difficult to comprehend. Just because he
patiently waited for others to take the initiative and held
his land out of use? It is quite clear that his '‘patience!
was dependant upon great expectations and he would have

been able to hold his land out of use onlv if he hacé nmore

land than necessary to_supnort himself. Oftentimes such

speculators erect 'taxpayer' buildings on their sites.
These are temporary buildings whose revenues are sufficient
‘to pay the minimum tax on the property but entail little
investnent of capital and produce mo ;ubstantial improve-
ment of the site. They co not meet the qualifications for
highest andﬁbest use.

t is the cdifference of usage that distinguishes the

, . 1
speculator from the entreprenuer.l

The first is really
only interested in reaping unearned gain from the efforts
of others, while the second is truly interested in being
a productive, and hence useful, member of the community.

Ee wants his reward for wor: done; the other wants it for

lOArtnur P. Becker, "Principles of Taxing Land and

Building for dconomic Development," pp. 11-47 in Land and
Building Taxes: Their @ffect on Economic Development,
edited by Becker,

11For an enlightening discussion of hov speculators
actually operate, see Bruce Lindeman, "The Anatomy of Land
Speculation," Journal of the American Institute of Planners,
42 (1976): 142-152,
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nothing. Whether or not gambling is rooted in human nature,
we need not decide., 3ut vhether or not we are going to -
encourage and reward the gambler, and in so doing undernine
the worker, is an Important issue. If society allows the
speculator to profit wildly from his ability teo hold land
out of use, does this not penalizes the entreprenuer who
diligently seeks to maximize his efficiency and increase
his productivity, ané yet who must pay even greater taxes
for his efforts? Afterall, if some are able to.avoid their
rightful taxes, then the rest of society must make . un for
that loss through greater tax deductions from their own
incomes. Ve cannot forget that government expenses will
be paid by someope: -the guestion is who'?

&n inportant point must be made here. All along ws

have Lzer speaking about a site valus fax not & general

property tex., The difference between the two is simple:
(1) a site value *ax is based on the merket value of land
without improvements. (2) a general properiy tax is based

12

on the market value of land with improvements. In the

second case arything that has been done to improve the

-

125me problem of dle_nb guishing betveen the value of
land and the value of 1wproven~nts is more apparent then
real., It is worth knowing that the U,S. Census of Agricul-
ture from 1900—1&0 reported separately on land and bullding
Values. Presently, most localities list lamnd and improve-
ment assessments senura»elj some even tax the two at
different rates. See, Valter Rybecik, "Th:s Only Alternative
to the Property Tax: & Eetier Property Tax," Vital Speeches
of the Day {Dec. 15, 10789 :  149--152 for & concise statement
of the alliercncos between the two taxes.,
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land for productive or personal purposes is included in the
value of the site. So, if one has ereéted a sturdy house
or big factory on the site, then the cost of the house or
factory will be édded to the value of the site. Clearly
this penalizes those who attempt to employ their sites in
the highest and best uses since that will 6n1y be served
by proper capital'equipment and buildings. ZTven esthetic
improvements will be expensive, A well maintained garden
will be taxed much more than a vacant untended lot.

If property rights in land are granted to enable men
kto live their lives in a productive and peaceful fashion,
then vhy is it that those vho try hardest to make their
surroundihgs beautiful and useful are ta%ed and those who
care little for their property or its appearance are not?
Certainly, if we grant contribution as a criterion of
Justice, we are bound to give credit where credit is due.
Moreover, the last of Adam Smith's five principles _
specifically warns against forms of taxation that dis-
céurage productivity. Vhen something ié taxed, even if
it is a necessity, it will be used sparingly and there
will be little encouragement to improve it., The case is
most evicent with buildings. There is no inducement to
build - - beautiful, lasting structures if that means higher
taxes. Arthur P. Becker states the reasons for excluding
improvements fromvtaxation succinctly:

Lané also differs economically from im-

provements and tangible personalty
because these twvo require economic



inducements for their production. Since
urban land, considered in terms of its
most essential characteristic as three-’
dimensional space, is a gift of nature,

no economic indicement or compensation

is required to bring it into existence.
Objection to this view might arise on

the grounds that improvements to a site
are necessary to make it usable. VWhile
most capital improvements merge into

the land itself, the fact remezins that

the essential characteristic of urban
land, space, is not and cannot be

created by means of improvements to the
land and requires no economic inducement
to appear. Moreover, inducements are

not- required to maintain the supply of
land, since neture has already provided
for this by endowing land with the quality
of indestructibility. Such improvements
to the land as leveling or filling may be
permanent because they merge with the land
and become a characteristic of it. The
life of most improvements on the land as
well as all tangible personalty are tem-
porary, however, even though they are
called 'durable goods!, for the ravages of
use and the elements will in time destroy
and ultimately convert them into the
materials of land itself. Consequently,
they reguire not only initial econonic
inducements to bring them into being,

but also repeatec economic inducements
to_insure their maintenance and ultimate
replacement when it becomes necessary.
“(emphasis adaded)Ls

l3Becker, "Principles of Taxing Land ancd Buildings for

Bcononic Development," p. 17. See, also, James Heilbrun,
Real Estate Taxes and Urban Housing (New York: Columbia
University Press, 1960) and his "Reforming the Real Estate
Tax to Bncourage Housing Maintenance and fehabilitation,"
‘pp. 63-79 in Land and Building Taxes, edited by Becker.
Heilbrun argues that a “tax on improvements, therefore,
pushes the return on investment in housing and other
structures below the margin of profitability. Investment

in housing ceases until housing rent can rise sufficiently

to yield an after-tax marginal return egual to that ob-
tainable on untaxed uses of capital." (p. 74)
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It is sometimes suggested that speculation is not
really such a bad thing, and in_fact it may promote more.
good than evil. 3ZEven critics of present day land poiiciésv
are often wiliing to give credit where none is due. As
an example, listen to the arguments of James C. Hite in
his recent book calling for national land-use'polibies:

Speculators often de play important and
constructive roles in the functioning of
an economy. Indeed, it is almost impos-
sible for any of us to avoid being
speculators of some sort during the
course of our lives. If we spend time
and money to acquire an education, we
are speculating that such an invesiment
will yield greater returns in the future
than if the same time and money were used
in sowme other way. 1If we invest in a
home freezer and stock it with beef,' we
are spuculating that we can save monsy
because we believe bzei prices are going
to increase substantially in the
future . . . The profits vhich a specu-
lator hopes to make must be commensurate
with the risk he undertalies, It is
arzued that these profits are the pay-
ment he receives for taking risks others
do not want to assume.
In many cases, speculetion andé spacu-
lators serve a very useful economic
~function by accepting risks. Life
insurance compznies, for example, Spec-—
ulate in human longevity . . ., Speculators,
as risk taliers, also help to mzke the
economy run smoothly by evening out price
fluctuations . . . Speculators increase
the predictability of prices in the econcmy
and facilitate long-range production plan-—
ning by farzers, industrialists, and other
producers,

14James C.>Hite, zioom _and Situation (Chicago: Nelson-
Hall, 1980), pp. 69-71.




Hite confuses the problem of credit with the function of
speculation. Also, he fails to.see that the major reason
why people store goods is the prevalence of inflation in
podern economic systems., If there were no inflation, it
would meke little sense to store frozen food since that
costs money itself. Of course, fluctuations in the
business cycle may make certain items scarce at certain
times. But, leaving aside seasonal factors, artificial
marxet forces are much more in evidence than anything else
on the Commodities Bxchange. If speculation is such a
good thing or such a useful economic activity, then vhy
is 1t that every society finds hoarding unacceptable?
sven as Hite is Fforced to admit, nore of these earzu-
ments support speculation in land, Iolding land out of

cr

Yy

use is quite a different natter than storing goods,
land is mot Just another commodity. Bspecially when we
consider the lack of risk involved in most land specu-
lation, it is hard even to call it a risky business. The

" land speculator is not conserving something for the future.

He is not making available a commodity which might other-

wise be consumed. After all, as we have noted before,
land is permanent.

Land will be there, whether anyone owns it
or not. It is not necessary to have invest-
ment in land to assure society that land
will be available to serve society's needs.
It follows, therefore, that it is not neces-
sary for society to pay anything at all,

via profits to speculators, in compensation
for the long-run risks of owaing land. Any
long-run investment in land is sterile from
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& social pérspective, and any positive

profits obtained from long-run lanc

ownership are excessive, unnecessary

costs'tq society.

The short-term speculator is generally considered
useful to society for the service he provides by assembling
and transferring diverse plots of land to developers.
According to this argument, by assembling these sites
together into one plot which can subsequently be used for
better purposes, real estate speculators promote procuctive
use of land and circumnavigete individuszl greed. Unfortun-
ately, this argumént cuts both ways. £ the speculator
is able to purchase adjacent sites secretly in order to
avoid paying exorbitant prices to indPvidual landowners,

that is fine and might be rewarded. But that he should

merely turn around and demand the same exorbitant price

cl
'3

- from a developer harcly seems praiseworthy. Yhat

1

s
gained? Ve have merely observed th: transference o
speculative gain from several individuels to one smarter
indiviéua;. One is reminded of a guip: The sccialists
had a good idea. They said, Let's take all +he money and
give a little to each. But, then, the gembler came along,
and he said; No. Let's take a little bit of money fron
each and give it to one person. That was highly popular!
Everyone imagined that he would be the one to profit,

but in fact only the gambler profited and society lost.

51vid., p. 74.



Particularly in the case with land enclosure, once
speculation is rewarded, then thertendency for everyone
to want to rsap exorbitant gain irrespective of rime or-
reason plagues society and creates unnecessary scarcity
of a primary good. The finitude of land is too great
already., There is no need to create greater scarcity,
especially when doing so creates no public advantages but
only personal profit.

It must be admitted that thevorucial factor in a site
value tax i1s the accuracy and objectivity of assessments.
Iuch of the problem with current propverty taxes comes.
from the lack of unifori assessment precedures throughout
the country. Oince property taxes are “evied at the lozal
level, even adjacent comn ﬂities enploy widely different

methods as well as cofferi speclal exemptions and privi--

leges. ‘These practices are further complicated by local
zoning regulations. It has been estinated that there zreo
about 14,000 different assessmen® offices throughout thke ‘
nation. And that assessors are not necessarily well
trained or knowledgeable sbout the fundamentals of property
taxzatiomw. Vhere expert assessers are found, there is a
decided difference of return on local tax rates. The
‘question remains vhether the propérty tax vielates maxin
four of Smith's list,
Critics ofvpr0perty taxation generally point to the

effectiveness of the income tax in raising revenue, but

seldom do they stop to examine whether or not the tax is
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as effective~——not to mention equitable—as it is supposed.
Certainly the fear of the IRS has encouraged greater com-
pliance with the tax than might-be expected, but there are
serious signs that this compliance is lessening. Moreover,
the effectiveness can largely be “traced to the use of
employer withholding rather than voluntary paymeht. How
much compliance there is among the self-employed is some-
thing few revenue officers like to think about., After
all, it is much easier to hide income than lend. You
can't stash your lend holdings -in a mattress!

’ The other problem with an income tax is that the
entire concept of income bscomes 2 lezal (indeed almost
a netaphysical) nighemare., Yhile ihe‘ordiwary vige earner
pays fully on vhat he earns, those who have unearnec
income enjoy cdecuctions and exenmptions that narallel their

ability to avo

N

Ld having to work in the first place. ot
enly are they free from the burdens of labor but also fronm
the burdens of taxation. There is 1little difficulty in
deciding what is land and what is not. As we have already
noted before, zssessors already distinguisu between landg
and improvements when drawing up their assessments., Ang
it certainly dees not resquire a great legal mind to deter-
miﬁe vhat belongs to the earth and what is man-made.
Another very significant thing sbout site value taxa-
tion is that it is generally agreed that it cannot be
shifted on fo-someone other than the landowner. Zven

tenanis are free from it being passed along. This is
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because landlords by and larze will chafge the highest
rents they can, and so if a new assessment is made, the&
cannot raise their rent in ordef ‘o meet the expense
because otherwise they will lose their tenants. Since
landlords wani others to utilize. their siﬁes, and thus
reap benefits without doing anything, -they are bound to
accept leases according to market prices. Otherwiée,
they rmust utilize thelir own sites to pay the site value
fax or abandon them. Only because many sites are under-
assessed, and therefore yield far mmore in revenue than is
tTaxed, caﬁ landlox»ds leasevproperty vhich others develop
and vroduce upon. If full site value t?x wilon wers in

place, there would be no economic rent for The landlord

to live oif. It would have besn collected by the con
ity.

Since there are only two souroes‘of vealth, larnd ans
iabor, if the wage earner receives his due from his iabor,
and the community receives its due from collection of the
economic rent of the site through full site value taxation,
then there is no pfofif in owning land witﬁout using it.

The on1§ way a landlord is able to obtain revenue from his
wmership of land is when the economic rent is not collected.
Site value taxation collects the économio réht, and heﬁée

it forces landlords to employ their sites in productive
entreprises or abandon them, Absentee ovnership becoxues

unorelitavle.



value taxation.

N
EX

Henry George was the most ardent advocate of site

I do not propose either to purchase or
To coniiscate private property in land.
The first would be unjust; the second,
needless. Let the individuals who now
hold it still retain, if they want to,
possession of what they are pleased to
call their land. Let them continue to
call it their land. Let them buy and
sell, and bequeath and devise it. We
nay safely leave them the shell, if we
take the kernel., It is not necessary
to confiscate land; it is oniy neces-—
sary to coanfiscate rent.

Kor to take rent for public purposes is
it necessary that the State should
bother with the letting of land; and
assume the chances of the favoritisn,
collusion, and corruntion that thig
migat involve. It is not necessary

that any new mechinery shculd be created,
The machinery already exists. Instead
of extending it, all we have to do is
sinplify and reduce it, 32y leaving landé-
ovmers a percentage of rent which would
probably be much less than the cost and
loss involved in attempting to rent lanés
throuzh State agency, and by making use
of this existing machinery, we may, with-
out jar or shock, asseri the common right
to land by taling rent for opublic uses.

We already take some rent in taxetion.

i
%ie have only to maike some changes_jin our
niodes of taxation te take it all.l0

He summarized his views as followus:

nhe many followers of George Cisagree about details and

certain other ideas found in his writings, but they all

accept his major premise: economic rent belor

community and should be collected by the comnunity throuzh

16George, Prozress_and Povertv, p. 405.
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site value taxation.t/

These calculations nay be viewed by some as too vagué
or imprecise. MNodern econometrics enjoys a wealth of
nuizbers, if not goods. However, ve need to indicate
clearly what the results of specific policies will be for
society as a whole. Yet here we are concerned with soune-
thing more fundamental than tax receipts. If economics
is not basecd upon justice, then wve can take no pride in
and deserve no profit from our system. First things nust

remain first, and a Jjust system of laaéd tenure =2nd a fair
? o

=

tax upon land are primary elements in a fres society.
Vhatever the econonic rent nay turn out to be, it will
)

ba sufficient, vhen collecticd, To discouraze land

Yoritics of the prooerty tax ociten me =ppaals for
special exenptions or treatmeant of one groupn or ancther—
the old, the veteran, the infirm, etc.~but the experien:o
with loopholes, deductions, credits, and the like in <
preszent day income tax, malies one extremely suspicious of

any special interest groups. iason Caffney has rizhtly
observed, "There is a naulin appeal to aidil the helpless
widow which should put us on guard by reflex: who is
playing our emotions, and to what end? If there is a gzood
case to be made it can . be made soberly and without seeling
to shame us into holding back sharp questions. = The young
have proplems too. 4And in Terms of maximizing gveryone's
welfare by allocating vealth efficiently, the major
prohlem betwzen youth and age is increasirily to pry

loose the control of inert property from the old for the
young before the young.have become the old."  "An Agenda
for Strengthening the Property Tax," p. 69 in Properiy Tax
Reform, edited by Petterson. Both Jolmn Shannon "The
Property Tax: FEeform or Relief; pp. 25-41; and Henry
Aaron, "What cdo Circuit-3reater Laws Accomplish?," pp. 53~
64 take a more tolerant attitude, thouzh Aarcn alsc comes’
down against 'circuit-breaier! laws., In addition, see
Joan L. O'3annon, "Payments from Tax-Zxenpt Property,"

pp. 187-212; Bernarc F. 8liger, "Exemption of Veterans'
Homestezds," pp. 213-223 and "Properiy-Tax Concessions to
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speculation. That is the most important thing at this
point. Henry George's belief thst it would be capable bf
megting all the needs of society, and thus become the
'single tax!', is not at issue here. As many have pointed
out, when George wrote government expenses were a mere 5%
of what they are today., Nevertheless, before other forms
of taxétion are applied, it is essential for the sake of
Justice that the full economic rent be collected for all
sites.

It must be expected that such a suggestion will give
rise to all kinds of objections., The practicality of
sﬁch 4 measure will be attacked. The futility of such a

. +

stop-zzp proposal will be argued, - The irrelevance of ths
tax to modsrn economic systems suggested. And vet, the
injustice of the measurs will never be questicned! It is
worth asiting vhy justice should bs ignored in taxation,
Zven 1f collection ¢f the economic rent did little to
lessen the tax burden upon everyone, it would be betier
than nothing, for as we have seen it does belong to the

community to begin with.

the fged," pp. 225-235 in Property Taxation: USA, edited
by Lindholm.




