Economic Rent in Relation to Taxes

T'o the Wdilor of Tur American Crry:

T'he articles in your May issue hy
John A, Zangerle and Tawsen Purdy
nn Lhe adequacy of economie rent*
in  yelation to taxes have heen
broughl Lo my attention, Your read-
ers may he Interested In the follow-
Ing esthnales based on recent data,

Fram detailed records of assessed
fanel values and property taxes in
the State of Callfornis, a town in
Mussachusetts, and New York City,
we were able to caleulate a per-capita
eeonomie renk that ranged Erom $100
to $132 In Lhese widely different lo-
ealities. 'We then cstlmated that the
averape economic rent of the nation
prohably was in the range of $100 to
R160 per caplita; conseguenily, the
total economic rent for ihe country
presumabty was from $15,000,000,000
Lo $22,000,000,000 in 1948, The basic
formula for these estlmates was that
uel rent {from the owner's view-
point), which is approximately 1/20
to 1/18 of land value, plus taxes on
lund, which are one to two per cent
of assessed land values, equal eco-
nomic rent,

In order to check these esilmates,
we obtained the modt recent estimate
of the totad lamd value of the United
States, which was thal ol 1038, and
Irvought that fgure up to date by
agsuming that the change in over-all
luned values was proportional to the
vhange in the value of larm langd and
Juildings (for which recenl dato are
available), The figure obtalned after
ealevluting the net rent and taxes
wus 51:4,200,000,000 as the total eco-
nomje rent. In view of the fact that
over-afl Jund values may have in-
erodsed more than farm-land values,
our original estimute may be reason-
ubly goad,

* Hennemle Tent may he brlefly defined
ag “whnl Jand 5 wmelth for use) More
specifienlky, the wrlter of this letter wortld
doline eronamie rent os that portlon of
the woenlth produesd CGnelucding value add-
il to wealth (patueeds on o purtleatar
slte thnt need nod boe pulld to either the
Reherrers o the eapltalists devolved in
order o Indure them to produce weaith
nn that site. In o sepse, cennomie rent is
utiributable to the wivantoges of the loca-
tinn {fur example, a shopplng aven cen-
teroid In oa Iorge population) or to the
Nifferontinl watura) fertilly of the soll o
to the differentint richness angd aeeessl-
hillty of minerpd deposlts, ete, a8 com-
parett with the pourest such land in use,
Beonomle rent ordinoriy ts collected by
an Endlvidual or agency that hag the
exelusive rvight to that privilege -with
referettce to nny partelular site -
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However, the economic rent as es-
timated here does not include that
derived from forest arcas, oil royal-
ties, minerai rights, etc. Qur ex-
ceedingly rough estimate of the eco-
nomiec rent from these sources for
1948 is $2,000,060,000.

To swmmarize, we believe that the
total economic rent in 1948 may have
been hetween §$17,000,000,000 and
%24,000,000,000. Presumably, it would
he somewhal more in 1852,

How Economic Rent
Might, Increase

in any consideration of this sub-
jeet, however, it is desirable to keep
in mind thaf{ economic rent presum-
ahbly would increase substantialiy as
its use for public purposes made
passible the reduction of other taxes.
The system of economic privilege at
present In effect forces producers
generally to bear a heavy purden
that lessens Incentives end Inevitably
lessens the production of wealth,

Also to be kept in mind s the fact
that the Federal Government’s ex-
penditures could be grestly reduced
if widespread special privilege and
the sven more widespread restriction
of opportunity (partial economic
slavery in faet) ware abolished. If
the United States leads the world n
sstoblishing a belter order of society,
that is, if we continue on toward the
goals of the greai revolution within
Western civilization (the goals so
clearly outlined in the Constifution
of the United States) expenditures
for national defense may agaln de-
cline ta minor proportions as they
did alter our own Civil War and
after World War I, When and if
that oceurs, the budget of the Federal
Government no longer will be of such
astronomleal dimensions.

Whather under the conditions visu-
alized, ecanomie rent would be ade-
guate for ali povernmental purpeses,
no one knows., There is no proof, in
spite of Mr, Zangerie’s fgures, that
economie rent would be inadequate.
In any event, Mr Purdy's closlng
comument to the effect that local gov-
ermments should collect economic
rent far services rendered seems in-

disputable.
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