LAND TAX A MUCH BETTER
IDEA THAN TAXING INCOME

by Fred Foldvary, PhD, Berkeley, CA
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Many Times readers agree that the federal income tax
has so many problems that it would be best to replace it with
a better system.

Some favora flat-rate income tax with theelimination of
mosteredit and deduetions, which would be a major improve-
ment. )

However, so long as the income tax exists, the political
pressure is always there to grant privileges to special
interests or to pass tax credits and loopholes that will gain
votes.

The deeper pmblem isthat anymmmetaxhurts savmgs
and artificially makes labor more expenswe, redumng em-
ployment while lowering net wages. -

Some folks favor 2 national sales or- oonaumpnon tax. .

" The problemisthatthe totaloffedéral, state,. andlocalsales
taxeswould amounttoover25percent. That'aquite enough
incentive to evade the tax so the federal and state govern-
ments would have toput in massive enforcement.
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"Not only would sellers need to document and report all. -
transactions, but consumers — that's you and me -—would
need to show that theypmdasaiestaxon a]lposseseuons and

semces
Folks would have to be audited on their possess;.ona to .

make sure the tax was paid, and you would need to keep .

receipts of all payments for services, too. .

Income-taxaudztawouldberepiacedhysurpnseknocks :

on yourdoorby gavernment mspectorawhowouldgo through
all your possessjons 2 and records , ;

‘Just as income taxes penalize savmgs, salea taxes :
penalize borrowers.. Suppose you borrow $10,060 tobuy a

car. You have to borrow an exira $2, 500.t0.pay forthe tax. .:

Plus, youhaveto paymterestonthe $2,500in additionto. the -

$10,000.

‘Some, sajr we ahould dlscourage consumptmn, but the

wholepurposeofproducuomsto provideconsumption. Ifwe
discourage consumption, we msmmgepmducmon leavmg ;

fewer jobs and less investment.

Many of those who call for federal sales taxes may not

realize that we've been there, done: that, and it failed.

Duringthe 1800s, the federal government wasfunded by -
consumptiontaxes, including tariffs: Thesalestaxwaspmd "

for by revenue stamps attached o products.

Inthelate 1800s, manyfelt that the federal aales taxes .
were regresswe since the rich paid a-mueh- smaller portion

_of theirincomein taxes. The“Progressive Movement” back -

then favored a switch to anincome tax to make therich pay
a bigger portion of taxes.

Now many want to switch back to the system that was .

rejected 100 yearsago. Wetruly don't learn from lustory, it
. Searns.

and sales taxes.

‘Portunately, there is a third option other than i moome

. mcentl

We can get all the revenue government needs fromthe
value of natural resources, including all typesofland. - -

When we tax land rent, we just send the owner a bill.
There is no need for audits, inspections, or complicated
reourd-kaeping With a land tax, there is no invasion of
privacy. Andthebestpartisthateventhe landowner isnot
hurt, once the systemn is in place. .

Today, if you borrow $100,000 to buyland at 10 percent
interest, you pay $10,000 per year in mortgage interest.
With a land tax, you pay close to zero for the land, and youn
pay $10,000 per year for the tax on the land rent.
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 Anew ownerisnoworse offwith a land tax than without
it, because the price ofland gbes downtocompensate for the
" Butthat'snotgood newsto those who ownland today. So
_thetransltmntealandtaxwouldhavetobegmdual c

‘Most homsowners would gain tremendoualy, since the
taxon theland portion of theirhome would be muchlessthan -
combmed taxesthat now take abouthalfyourincome away.

Ifyou earn $40,000 andhave $100 000worthofland, you -
are now paying about $20,000 per year to the government
mstead of the $5,000 youwould pay fortheland tax (the tax -
would be about; 1/20th of the current price of land).

Corporau&nsownmg commercialland would pay more,
_butmthelnngmn. mvegtorswnnldgamhynothavmgto pay
any tax on inteyest, dividends and capital gains. '

Th;s third option, 2 tax on Jand and natural-resource
rents, iscalled incentive taxatmq becausmt &oes not destroy
the way fiicome and salés taxes do. . .

Itdoes notburden the eeonomytheway salea and income
taxesdo.. _

- Yet almostallthad:mcussmnmun changmgthameome ‘
tax or switching to a salas tax. While we're thinking about

 tax'reform, why not.consider the ane reform that would -
" preservé privacy and not hirt the economy?

Ewmm&shaveknownfor 200 yearstbatlaﬁdmxes are

. the best, or as Milton Friedman put it, the “legst worst.”
. Whan wﬂl the public catch on? -
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