FRED HARRISON reviews —

A tax issue economists
can no longer side-step

HE ANNUAL rent of land and
natural resources in the U.S. was
'w of national income in 1TYR1.

This was enough to replace all
taxes on labour and capital. apart

from user

charges. according to
Professor Steven Cord.

His calculations were presented at
a conference in Cambridge. England.
at which he revealed that the States
could realistically
system based on the Single Tax.

‘his tax would fall on the un
improved  value of land. But U.S.
government statistics do not declare
the revenue that would be raised by
such atax.

So Prof. Cord. who teaches history
at Indiana University of Pennsylvania,
undertook a detailed analvsis of his
W,

Starting with U.S. Census Bureau
data.? he concluded that the annual
rental income was $72 1 bn.

Federal Reserve Board data.” how
ever, suggested a lower
$590bn.

Prof. Cord decided to sett'e for
working $638bn.
(because of his conservative assump
tions) actually understates the true
revenue that could be derived from
land values.

G()\'I-I(\.\II-.\'I revenue in 1981
totalled $1.075bn. which 1
cluded $46bn in revenue from land
values and from leases and royalt
on minerals.

So the tax on employvees and the
owners of capital was $1.029bn

I'he scope for reducing this burden.

i the tax svstem were reformed, s

switch to a fiscal

hgure ol

figure of which

enormous. The macro-economic bene
fits of such a reform are stgnificant.
As Profl. Cord states, referring to the
billions that are not tapped by the
government for the benefit of the
community:

“If an amount of this dimension 1s
misappropriated, both morally and
cconomically, then it cannot be a
matter of small moment and the land
value tax can have a major impact on
such  economy wide problems as
inflation.  recession,  unemployment
and poverty.”
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[he professor was forced o n
irbitrary assumptons, 1o ¢

him o arrive at a figure for land rent.

® Ofhcial fivures under assess the
Cord had wo

question of  the

of land: so Prot
techmceal

to which

these  assessments

mis stated current market values

® Deduc 15 had to be made from
s calculated rent. For current values
are abore what they would be in a

ttive land market (and the full

on of rental income would
nits ) kel ;'IL‘.”"TIL'

Cisd
@ There was also the problem of
10W Lo .'-\|‘-'r1'|l‘|' exisl taxces

ee factors of production

labour and capntal which
would occur if the land value tax was

1 substitute for other forms

® Prof. Steven Cord

ROFESSOR Cord's calculations
may be open to cnticism, For
| L eservations  have  been
expressed about the rate of interest
that he used (14%) to translate capital

valud (selling  prices) into

annual

Fven  so, his  exercise 1S an

U.S. land rent. 1981 —

mn v valuable one. It challenges
cconomists o begim cconometric
I ther own, both to test

studies o
Cord’s conclusions and evaluate the
mdustrial
cconomy of a reformed tax system.
W L 'h'i'l‘
questions.
HOW

be affected. o

(RRNITS mpact  onoan

answers 0 some  wvital
would levels of imvestment
could
proportion of their

cnlreprencurs

rctam a

westment?

prohits tor rei

HOW

would foreign  trade be

total  consumption ol

voods WS imcreased

because less was wasted on con

spending “_\ the rentier

the labour market be

HOW would

affected. if it became casier for people
to up their own businesses n
pre ) :re cheaper to rent?

tough

juestions which economists have been

are some  of the

able to side step. because they have

raw data on which to

Instead. they

ime decrving the distortions that are

spend most of their

generated by existing taxes

1t 1s about time they focused on the
good news: the benefirs that would be
derved from a switch to land value

taxation
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