America. That is what their lease or mort-
gage is all about.

This is where the psychological and moral
problems begin. For tax-dodging renters will-
ingly pay for the public services they need!
They do not pay the government. They pay
their landlords, who collect the rent without
paying for the services! Is it the renters’ fault
that government fails to collect the rents from
landlords?

Table 2: UK tax structure: % of revenue

Income taxes Expenditure Company Wealth taxes
on individuals taxes laxes on individuals

1908-9 268 49.6 1.6 05
1998-9 373 443 14.6 38

Source: Inland Revenue Statistics 1998

This outcome gives rise to enormous eco-
nomic and sociological stresses.

@ In the labour market, people are constant-
ly searching for ways to avoid taxes.
Workers whose services are in high
demand, such as programmers in the com-
puter industry, can persuade employers to
collude with them. In Britain’s information
technology sector employees are converting
to contract workers to collect remuneration
in the form of dividends. The Treasury cal-
culates that this is costing the Exchequer
£450m a year in lost income tax.

# In the political arena, there is a perpet-
val feud between cash-strapped
governments and people who implicitly
object to paying twice for the delivery of
one set of services: first, when they buy
or rent those services from property
owners in the market, and again when
the taxman appropriates their wages.
Such tensions are traced back to bad poli-

cy, for which government is responsible. By

failing to raise revenue direct from land-rent,
government is obliged to resort to the damag-
ing methods of raising revenue.

RADICAL review of public finance
Awm:ld be socially cathartic. For the

terms of such an enquiry it would be
difficult to improve on the words of Edward
I, the English king who said: “To each his
own! We must find out what is ours, and due
to us. And others, what is theirs, and due to
them”,

What the kings and barons of old regarded
as theirs, of course, was determined over the
heads of common people. Their tussle was for
control over the taxable surplus of the econo-
my. To appropriate that revenue they had to
control the nation’s territory and the estates of
which it was composed. Land was what it was
all about, because the taxable capacity of the
nation was its rental income.

Nothing has changed. The taxable surplus
is denoted by the rent of land and natural
resources, Today, that economic reality is

flaged by the of the savage
historical struggle for power over rent. That
struggle became the pathology of high poli-
tics, which in turn necessarily became
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(because the field of combat was the taxable

o ruonmlons The orfuimlm applied to u;amm 1% of the
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~mora than half of all income is subject to the tax.

57,000 of the wealthiest people ~ and

+ Wiliam V. Roth, Jr. & William H. Nixon, The Power o Destroy,
New York: Atiantc Monthly Press, 1990,

services. But, intuitively, they sense a crip-
pling flaw somewhere. That flaw is likely to
be in the nature of taxation, which is defined
by the OECD as “a compulsory, unrequited
payment to general government”. By unre-
quited they mean “benefits pravided by
gov to taxpi are not ly in

surplus of the nation) the pathology of public
finance.

The symptoms of that pathology are dis-
played in many forms. One is the money
merry-go-round. In Britain, government collects
between £30-40 bn in income tax and national
insurance contributions from 17m households
which then receive the money back as “benefits”.

People accept the need to pay for public

p to their pay ", People happily
pay for what they get. They do not like paying
for what they do not receive.

In the days of divine rights, the kings and
barons finally settled the conflict over who
owned what, and the commoners were the los-
ers. The battle now has to be fought all over
again, but this time the weapons are the tools
of democratic discourse. BL
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