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A bstr a ct,   K e y  w or ds, J  E L  C o d es   
 

 
Gro u n d-re nts,  a n d t he or di n ary re nt of l a n d,  are,   t herefore, per h a ps, t he s pecies of reve n ue  w hic h 
c a n  best  be ar to  h ave  a  pec uli ar t a x i m pose d  u po n t he m.  . . .   T he  a n n u al  pro d uce of t he l a n d 
a n d l a bo ur of t he society, t he re al   we alt h  a n d reve n ue of t he gre at bo dy of t he  peo ple,  mig ht  be t he 
s a me  after s uc h  a t a x  as  before.  . . .  [  A t a x of t his  ki n d  wo ul d  be]  m uc h  more  pro per to  be 
est a blis he d  as  a  per pet u al  a n d  u n alter a ble reg ul atio n, or  as  w h at is c alle d  a f u n d a me nt al l a w of 
t he co m mo n we alt h, t h a n  a ny t a x  w hic h  w as  al w ays to be levie d  accor di ng to  a cert ai n v al u atio n. 

─  A d a  m  S  mit h ([ 1 7 7 6],  8 4 4,  8 3 4) 
 
I n  my o pi nio n, t he le ast b a d t a x is t he pro perty t a x o n t he  u ni m prove d v al ue of l a n d, t he   He nry 
George  arg u me nt of  m a ny,  m a ny ye ars  ago. 

─  Milt o n  Fri e d  m a n ( 1 9 7 8,  1 4) 

 

M O S  T   O F   T  H  E  L I  T  E  R  A  T  U  R  E   O  N   T  A  X  A  T I  O  N , I  N   T  E  X  T  B  O  O  K S   A  N  D 
arti cl es,  is   c o nfi n e d  t o  st u d yi n g   e xis ti n g  f or  ms   of  t a x es,   n a  m el y  i n c o  m e,  
p a yr oll, s al es,  e x cis e, t ariff,  v a l u e- a d d e d,  est at e  a n d  pr o p ert y t a x es. 

C o nsi d er  t h e   arti cl e   b y    D a vi d    Alti g   et   al  i n  t h e    A meric a n    Eco no mic  
Revie w  ( 2 0 0 1)  e ntitl e d  " Si  m ul ati n g  F u n d a  me nt al  T a x  R ef or  m i n t h e   U nit e d 
St at es. "  T h e  a ut h ors  e x a  mi n e  "f u n d a  m e nt al  alt er n ati v es " t o t h e   U. S. f e d er al 
i n c o  m e  t a x.   " F u n d a  m e nt al ",  t h e y   e x pl ai n,    m e a ns   "t h e  si  m plifi c ati o n   a n d  
i nt e gr ati o n   of  t h e  t a x   c o d e   b y   eli  mi n ati n g  t a x   pr ef er e n c es   a n d  t a xi n g   all  
s o ur c es  of  c a pit al i n c o  m e  at t h e s a  m e r at e " ( 5 7 4). It is i  m p ort a nt t o  a n al y z e 
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s u c h  r ef or  ms,   b ut  t h e  r ef or  ms  si  m ul at e d   ar e   n ot    w h at  I    w o ul d   c all  
f u n d a  m e nt al.  T h e y  ar e  o nl y  a r estr u ct uri n g  of t h e  e xisti n g i n c o  m e-t a x  c o d e. 

H er e, I  pl e a d  f or   m or e  att e nti o n t o tr ul y f u n d a  m e nt al r ef or  m.  T h e  
i d e a  is  t o  t a x  t h e    m ar k et   v al u e   of  l a n d,   e x cl usi v e   of  t h e   v al u e   of  
i  m pr o v e  m e nts. 

S o  m e  p e o pl e   mi g ht t hi n k t h at t h e i d e as  e x pl or e d  h er e  ar e j ust  a  " p et 
t o pi c "  or  " h o b b y  h ors e, "  b ut I  pr o cl ai  m  ot h er  wis e.  T h es e i d e as ar e  dir e ctl y 
a n d  i  m p ort a ntl y  r el e v a nt  t o    m a n y   as p e cts   of   p u bli c   e c o n o  mi cs.   T h e  
pri n ci pl es   ar e   e  m piri c all y   p er v asi v e   a n d   c o  m p elli n g;  t h e y   ar e  t est a bl e   a n d  
a b u n d a ntl y   d e  m o nstr at e d  i n   hist ori c al   a n d   cr oss-s e cti o n a l  st u di es.   Fi n all y,  
t h es e li n es  of t hi n ki n g  c arr y  c ert ai n l ess o ns  a n d  p oli c y i  m pli c ati o ns t h at  c a n 
b e  p urs u e d i n cr e  m e nt all y  a n d  a p pr o a c h e d  b y  pr a cti c al  p oliti cs  a n d  gr a d u al 
r ef or  m.  T h er e is  n ot hi n g i  m pr a cti c al  or  " ut o pi a n "  a b o ut t h e  p oi nts I   wis h t o 
s e e  i nt e gr at e d  i nt o   p u bli c   e c o n o  mi cs.    W h et h er  t h e y    will   e v er   b e  politic ally 
possi ble  is   a  s e p ar at e   q u esti o n,  t h e   a ns  w er  t o    w hi c h  is   a  f u n cti o n   of   o ur  
i nt ell e ct u al  e nt er pris e. 

T h e  l ar g e    mi d dl e   p art   of  t his   arti cl e  tr e ats   a  s eri es   of    m ai nstr e a  m  
t o pi cs. I  d e v el o p t h at s eri es  of t o pi cs t o s h o  w t h at   m ai nstr e a  m lit er at ur e  h as 
a   w a y  of  d a n ci n g  ar o u n d t h e i d e a  of t a xi n g l a n d  v al u e.  B ut first t h e  b asi c 
i d e as  c all f or  cl arifi c ati o n. 

 
 

 
L  A  N  D   A  N  D I  T S   U  NI  Q  U  E  N  E S S 

 
 
“ L a n d ”  i n cl u d es   all   e art hl y  s p a c e,   n ot  j ust  s oli d  s urf a c es.   L a n d  

i n cl u d es    w at er   ar e as   a n d  t h e   el e ctr o-  m a g n eti c  s p e ctr u  m,   b ut  t h e    m ost  
i  m p ort a nt  p ot e nti al s o ur c e  of  p u bli c r e v e n u e fr o  m l a n d is r e al  est at e sit es.  

T h e  c h ar a ct eristi cs  of l a n d  ar e   w ell  k n o  w n.  L a n d  h as  a fi x e d s u p pl y. 
T h e s p a c e   wit hi n s o  m e  b o u n d ar y  c a n  b e   n eit h er  e x p a n d e d  n or  c o ntr a ct e d. 
L a n d is fi x e d  n ot  o nl y i n  e xt e nt  b ut  als o i n   m o bilit y,  u nli k e  p e o pl e,   w h o  c a n 
mi gr at e,  or  c a pit al  g o o ds,   w hi c h  ar e   m or e  or l ess   m o bil e.  L a n d  c a n n ot  b e 
i  m p ort e d.    E v e n  i n  t h e   c as e   of   b uil di n gs   a n d   ot h er   p er  m a n e nt  str u ct ur es,  
t h e y  diff er fr o  m l a n d i n t h at t h e y  ar e  cr e at e d  b y  h u  m a n  e nt er pris e,  a n d i n 
t h at t h eir  cr e at ors  d e ci d e   w h er e t h e str uct ur e   will  b e l o c at e d.  Fi n all y, l a n d is 
n ot s o  m et hi n g t o  b e  dis c o v er e d.   O n c e  p e o pl e fi g ur e d  o ut t h at t h e  e art h   w as 
a s p h er e,  a n d its  a p pr o xi  m at e si z e, t h e y  k n e  w t h at t h e l a n d   w as  “ o ut t h er e. ” 
E ntr e pr e n e urs hi p is  vit al i n  dis c o v eri n g   t h e  b est  r o ut es  t o l a n d  ar e as, it is 
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vit al i n  dis c o v eri n g t h e  p ot e nti al  v al u e  of t h os e  ar e as,  b ut it is  n ot  vit al i n 
dis c o v eri n g t h at t h e l a n d is  o ut t h er e.  T h at   w as  k n o  w n  all  al o n g. 

 
 
 

G  E  O-  R  E  N  T 
 
 

T h e t er  m  “r e nt ” is   m ost  g e n er all y  d efi n e d  as  a  p a y  m e nt f or t h e  us e  of 
a n y r es o ur c e (  Al c hi a n  1 9 9 1).  “ L a n d r e nt ”  c o ul d r ef er  eit h er t o t h e  a ct u al 
a  m o u nt  p ai d  b y t e n a nts  or t o t h e  p ot e nti al  or  e c o n o  mi c r e nt.   M y  a n al ysis 
h er e  is   b as e d   o n  a n   ass ess  m e nt   or   esti  m at e   of    w h at  t h e   pl ot- d e v oi d- of-
i  m pr o v e  m e nts   w o ul d r e nt f or i n  a   m ar k et  or  a u cti o n.  T his  h as  b e e n  c all e d 
" gr o u n d  r e nt "   or   “ e c o n o  mi c  l a n d  r e nt, ”   b ut  t h os e   n a  m es   a n d   ot h ers   ar e  
e asil y    mis u n d erst o o d.   T o   e ns ur e   a g ai nst  t h e   h a z ar d   of  r e as o n a bl e   b ut  
err o n e o us  i nf er e n c e,  I   pr o p os e   a n   e x oti c  l a b el,   geo-re nt.   “  G e o ”  i n   L ati n  
m e a ns  e art h  or  gr o u n d,  a n d it  als o   s u g g ests   G e or g e,  as i n   H e nr y   G e or g e. 

A sit e’s   g e o-r e nt  is  n ot  b as e d  o n  t h e   p arti c ul ar  a cti vit y  at  t h at sit e.  
T h e  g e o-r e nt  of  a sit e  c o nt ai ni n g l a vis h  b uil di n gs  a n d  g ar d e ns  e q u als   w h at 
t h e   g e o-r e nt    w o ul d   b e  if,  f or  s o  m e  str a n g e  r e as o n,  t h os e  i  m pr o v e  m e nts  
s u d d e nl y  disi nt e gr at e d.   A f ull y  d e v el o p ed sit e  h as  a b o ut t h e s a  m e  g e o-r e nt 
( p er  a cr e)  as  a n  a dj a c e nt  v a c a nt l ot.   

S u p p os e I  o  w n  a  5 0- a cr e sit e t h at is  pristi n e,  u ni  m pr o v e d.  T h at sit e 
w o ul d r e nt f or  $ 1 0 0, 0 0 0.   H e n c e, t h e  g e  o-r e nt is  $ 1 0 0, 0 0 0.  T h e  n e xt  y e ar I 
b uil d  a l ar g e  b e a utif ul  a n d s u c c essf ul s h o p pi n g  c e nt er  o n t h e sit e.   M y  g e o-
r e nt  is  still   o nl y   $ 1 0 0, 0 0 0  ( ass u  mi n g  t h e   a  m o u nt  f or    w hi c h    m y  sit e  
u ni  m pr o v e d   w o ul d r e nt  h as  n ot  c h a n g e d).   H o  w e v er, if   m y s h o p pi n g  c e nt er 
m a k es  n ei g h b ori n g l a n d   m or e  v al u a bl e, it   does  i n cr e as e   m y  n ei g h b or’s  g e o-
r e nt. 

T h e  i nt err el ati o n   b et  w e e n   o n e  l a n d o  w n er’s  i  m pr o v e  m e nts   a n d   his  
n ei g h b or’s  g e o-r e nt is  a n i nt er esti n g   m att er.   A n ot h er i nt er esti n g   m att er is  a 
l a n d o  w n er’s  c o ntri b uti o n t o i  m pr o v e  m e nts  o n  n ei g h b ori n g l a n ds, s u c h  as 
s p o ns ori n g  a  n e  w r o a d. If t h e  n e  w r o a d   w o ul d i n cr e as e  his  g e o-r e nt t a x  bill, 
g e o-r e nt  t a x ati o n,  it    w o ul d  s e e  m,    w o ul d  r e d u c e   his  i n c e nti v e  t o  s p o ns or  
s u c h   a n  i  m pr o v e  m e nt. 1   B ut   h er e  I  l e a v e  t h es e  t a n g e nts   asi d e,    wit h  t h e  
s u  m  m ar y  j u d g  m e nt  t h at  I   d o   n ot  t hi n k  t h at  s u c h  iss u es   d o    m u c h,  if  
a n yt hi n g, t o   w e a k e n t h e  c as e f or t a p pi n g  g e o-r e nt. 

                                                                                        
1   T h e  eff e ct  o n  g e o-r e nt   w o ul d  b e s  m all er if t h e r o a d is  a t oll-r o a d,  b e c a us e t h e n   m or e  of t h e 
v al u e  a d d e d is i nt er n ali z e d, i. e.,  c a pt ur e  b y t h e r o a d  o  w n ers. 
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A S S  E S S I  N  G   G  E  O-  R  E  N  T I S   E  A S  Y   C  O   M P  A  R  E  D   T  O   A S S  E S S I  N  G  
S  A L  E S, I  N  C  O   M  E,   O  R  P  R  O F I  T S 

 
 
I  c o n c e d e t h at  g e o-r e nt is  a  h y p ot h eti c al.   G e o-r e nt is  b as e d  o n t  w o 

fi cti o ns.   T h e first is t h at t h e sit e is  d e v oi d  of i  m pr o v e  m e nts.  T h e s e c o n d is 
t h at  it  is   b ei n g  r e nt e d   o ut.    O n e   o c c asi o n all y   h e ars   criti cis  ms   of   g e o-r e nt  
t a x ati o n li k e t his fr o  m t h e t e xt b o o k b y   M c C o n n ell  a n d  Br u e ( 2 0 0 5,  3 0 0): 
“[I] n  pr a cti c e it   w o ul d  b e  diffi c ult t o  d et er  mi n e  h o  w   m u c h  of  a n y s p e cifi c 
i n c o  m e  p a y  m e nt  a ct u all y  a  m o u nt e d t o [ g e o-r e nt]. ” 

Y et,   pr of essi o n al  r e al   est at e   a p pr ais ers  r o uti n el y  s e p ar at e   a  sit e’s  
gr o u n d   v al u e   a n d  t h e  i  m pr o v e  m e nt’s   v al u e.   T his  s e p ar ati o n  is  t y pi c all y  
r e q uir e d f or fir e i ns ur a n c e.  B a n ks f or   m ort g a g es  als o  c o  m  m o nl y r e q uir e it. 
T h es e  p arti es  esti  m at e sit e  v al u e  as  a r esi d u al  aft er t h e r e pl a c e  m e nt  c ost  of 
b uil di n gs,    a dj ust e d   f or    d e pr e ci ati o n.    T his    pr o c ess   is    c o  m bi n e d     wit h   
c o  m p ut eri z e d   c o nt o ur    m a p pi n g   of  sit e   v al u e   p er  s q u ar e    m et er,   b as e d   o n  
a ct u al  l a n d-s al e   a n d  l e as e   d at a.   T h e   c o  m p ut eri z e d    m a p pi n g    w or ks  t o  
s  m o ot h   o ut  t h e   ass ess  m e nts,   a n d   c a n   b e   d o n e  t o   e  m p h asi z e  l o n g-t er  m  
tr e n ds r at h er t h a n  y e ar- b y- y e ar fl u ct u ati o ns i n l a n d  v al u es ( as is  d o n e t o d a y 
wit h  t h e   ass ess  m e nt   of   pr o p ert y-t a x)  .    A d a  m   S  mit h  ( 1 7 7 6)   a d v o c at es   g e o-
r e nt  t a x ati o n  ( 8 3 2- 8 4 4)   a n d   e x pl ai ns  t h at  s e p ar ati n g   o ut  t h e   v al u e   of  
i  m pr o v e  m e nts is  n ot t h at  bi g  a  d e al ( 8 3 3,  8 4 4).2

Of  c o urs e t his is i n e x a ct.    Of  c o  urs e t h er e   will  b e j u d g  m e nt  c alls  b y 
ass ess ors,  as   w ell  as s o  m e  p oliti c ki n g i n  t h e  d et ails.  B ut s eri o us  e c o n o  mi cs is 
c o  m p ar ati v e.    All  t a x  r ul es    will  i n v ol v e  i n e x a ct n ess,  j u d g  m e nt   c alls,   a n d  
p oliti c ki n g.  L et’s  as k  h o n estl y  h o  w s eri o us t h es e  pr o bl e  ms  ar e  c o  m p ar e d t o 
ot h er f or  ms  of t a x ati o n.   

S al es,   i n c o  m es,    pr ofits,   i  m p orts,   a n d    est at es    ar e    e asil y    hi d d e n.   
D e d u cti o ns,   c ost   a c c o u nti n g,   a n d   e x p e ns es   ar e   d e vilis hl y   p arti c ul aristi c,  
i n v ol vi n g    w h at e v er   h u  m a n   a cti viti es  t h e  t a x e d   p art y  s ays  ar e  i n v ol v e d  i n  
g e n er ati n g s al es, i n c o  m e,  or  pr ofits.   D o c u  m e nt ati o n is  a t a n gl e  of  c o  m pl e x 
r e c or d  k e e pi n g,  a n d is  v er y  diffi c ult t o   m a k e  a c c o u nt a bl e.   D o c u  m e nt ati o n is 
e asil y f a bri c at e d.   E nf or c e  m e nt is i ntr usi v e  a n d  e n cr o a c h es  o n  ci vil li b erti es. 
T h e  di  m e nsi o ns  of  e ar ni n g s al es, i n c o  m e,  et c.  ar e   m yri a d,  a n d  all  c all f or 
p arti c ul aristi c t a x r ul es,  e a c h  hi g hl y s u bj e ct t o  ar bitr ari n ess  a n d  p oliti c ki n g 
b e c a us e  of t h e  p arti c ul aris  m. 

                                                                                        
2    G e or g e  c ar ef ull y r ati o n ali z e d t h e si n gl e t a x i n t er  ms  of   A d a  m  S  mit h's  " c a n o ns  of t a x ati o n. "  
O n t h e  affi nit y  b et  w e e n  S  mit h   a n d   G e or g e, s e e  P etr ell a ( 1 9 8 4). 
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B y  c o ntr ast, it is i  m p ossi bl e t o  hi d e l a n d. It is i  m p ossi bl e t o s hri n k, 
m o v e  or  dis g uis e l a n d.   M or e o v er, t h e  di  m e nsi o ns  of  v al ui n g  gr o u n d s p a c e 
ar e  r el ati v el y  f e  w.   T h e   g o v er n  m e nt   c a n  s et   g e n er al  r ul es  t h at   a p pl y  
u ni v ers all y. I n  c o ntr ast t o i n c o  m e-t a x  r e c or ds   w hi c h  ar e f or  g o o d r e as o ns 
k e pt fr o  m  p u bli c  vi e  w, t h e sit e- v al u e  ass ess  m e nts f or  g e o-r e nt   w o ul d  b e  a 
p u bli c  r e c or d,   as  i n  f a ct  r e al- est at e   ass ess  m e nts   ar e  t o d a y.  I n   pri n ci pl e,  
a bs ol ut el y   n o  r e c or d   k e e pi n g  is  r e q uir e d,   a p art  fr o  m  titl e  t o  t h e  l a n d.  
C o  m p ar e d t o t a xi n g i n c o  m e, s al es,  est at e  s,  et c., t a xi n g  g e o-r e nt is  o bj e cti v e, 
tr a ns p ar e nt,   a n d   n o n-i ntr usi v e.   T h es e   virt u es    w er e   e  m p h asi z e d   b y    A d a  m  
S  mit h ( 1 7 7 6,  8 4 8). 

T h os e   w h o  all e g e  a r el ati v e  diffi c ult y i n s e p ar ati n g t h e  v al u e  of l a n d 
fr o  m t h e  v al u e  of i  m pr o v e  m e nts l os e si g ht  of t h e   m ai n  p oli c y iss u e.  T h e 
r el ati v e  effi ci e n c y  of t a p pi n g  g e o-r e nt is t h at  d oi n g s o i  m p os es  n o   m ar gi n al 
c ost   o n   a d diti o n al  i n c o  m e,  s al es,   or   p ers o n al   pr o p ert y.   C o n d o  mi ni u  ms  
assi g n t o  e a c h  u nit  a fi x e d  p er c e nt a g e i nt er est i n  t h e  ass o ci ati o n,   w hi c h is 
als o  its   p er c e nt a g e   of  t h e   ass ess  m e nts.   T his   p er c e nt a g e  i nt er est  is   oft e n  
b as e d  o n t h e sit e  v al u e  of t h e  u nit r el ati v e t o t h e  ot h er  u nits, i. e. its l o c ati o n 
a n d si z e, irr es p e cti v e  of  a n y  p ers o n al  pr o p ert y i nsi d e t h e  u nit, l et  al o n e t h e 
o  w n ers’ i n c o  m e  or s p e n di n g. 

T h o us a n ds   of   c o n d o  mi ni u  m   ass o ci ati o ns   ar e  t h us   a c c o  m plis hi n g  
w h at s o  m e  cl ai  m is i  m pr a cti c al.  T h e y t a p t h e sit e  v al u e  of  a  u nit   wit h o ut 
r e d u ci n g    e xtr a   i n c o  m e    or    b ur d e ni n g    e xtr a   s p e n di n g    or    p oss essi o ns.   
R esi d e nti al  ass o ci ati o ns,  h ot els,  a n d  ot h er  pri v at e  c o  m  m u niti es  d o li k e  wis e 
wit h t h eir r e nt al  c h ar g es  a n d  ass ess  m e nts.  S o  m e  pri v at e  c o  m  m u niti es s u c h 
as  s h o p pi n g   c e nt ers   d o   pr a cti c e    m o d er n  s h ar e cr o p pi n g,   b asi n g  s o  m e   of  
t h eir  c h ar g es  o n t h e  gr oss r e v e n u e  of t h e t e n a nt s h o ps  as  a   w a y  of s h ari n g 
ris ks,  b ut t his is  n ot  a n  ess e nti al f e at ur e  of  pri v at e- c o  m  m u nit y fi n a n ci n g. 

 
 
 

G  R  A  D  U  A L   R  E F  O  R   M:  2 0   Y  E  A  R S   T  O  7 5  P  E  R  C  E  N  T 
 
 
A s hift t o  p u bli c fi n a n c e fr o  m  g e o-r e nt   w o ul d  b e  p oliti c all y  diffi c ult, 

w hi c h   m a y  h el p  e x pl ai n   w h y it  h as  n ot   b e e n  d o n e.  T h e  p oliti c al  diffi c ult y, 
h o  w e v er,   e xists   d es pit e  t h e  f a ct  t h at    m ost   h o  m e o  w n ers,   b ei n g   als o    w a g e  
e ar n ers,   w o ul d  h a v e  a  n et  g ai n if  ot h e r t a x es, i n cl u di n g t h e  pr o p ert y t a x  o n 
i  m pr o v e  m e nts,      w er e    si  m ult a n e o usl y  a b olis h e d.     B ut    s o  m e     c urr e nt    
l a n d o  w n ers,   es p e ci all y   of   ur b a n   c o  m  m er ci al  r e al   est at e,    w o ul d   h a v e   a   n et  
l oss,   u nl ess    w e   b uil d  i n  s o  m e   ki n d   of   “ c o  m p e ns ati o n. ”    E c o n o  mists   ar e  
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a c c ust o  m e d  t o  s a yi n g  t h at   a  t o u g h  tr a nsiti o n   — pl a nt- cl osi n gs,   d e cli ni n g  
i n d ustri es, r et o oli n g  a n d r etr ai ni n g   —s h o ul d  n ot  d et er t h e l o n g-t er  m  g o o d. 
T h e s a  m e s h o ul d  a p pl y  h er e.  

I s u g g est t h e f oll o  wi n g tr a nsiti o n t o  g e o-r e nt t a x ati o n, if  o nl y t o s er v e 
as  a  c o n c e pt u al   m o d el: 

 
Ti  m e  0:            T h e  n e  w r e gi  m e is  e n a ct e d i nt o l a  w. 
 
Y e ar s 1 t hr o u g h 1 0:     T h e l a n d o  w n er  c o nti n u es t o  p a y t h e r o u g hl y  2 5 

p er c e nt  of t h e  g e o-r e nt  n o  w i  m pli cit i n  his  c urr e nt  pr o p ert y t a x es. (If t h e 
pr o p ert y  t a x  is   2   p er c e nt   of  l a n d   v al u e   a n d  t h e   c a pit ali z ati o n  r at e  (r e al  
i nt er est r at e) is  6  p er c e nt, t h at   w or ks  o ut t o  a b o ut  2 5  p er c e nt  of  g e o-r e nt, 
w hi c h is  a n  a n n u ali z e d  di  m e nsi o n.) 

 
Y e ar 1 1:            H e  p a ys  3 0  p er c e nt. 
Y e ar 1 2:            H e  p a ys  3 5  p er c e nt. 
Y e ar 1 3:            H e  p a ys  4 0  p er c e nt. 
Y e ar 1 4:            H e  p a ys  4 5  p er c e nt. 
Y e ar 1 5:            H e  p a ys  5 0  p er c e nt. 
Y e ar 1 6:            H e  p a ys  5 5  p er c e nt. 
Y e ar 1 7:            H e  p a ys  6 0  p er c e nt. 
Y e ar 1 8:            H e  p a ys  6 5  p er c e nt. 
Y e ar 1 9:            H e  p a ys  7 0  p er c e nt. 
Y e ar  2 0:            H e  p a ys  7 5  p er c e nt. 
T h er e aft er:      H e  p a ys  7 5  p er c e nt. 
 
 
H er e  ar e  a  n u  m b er  of  p oi nts t h at  h el p t o fl es h  o ut t h e s c h e  m e: 
 

•  T h e   s c h e  m e    a p pli es    als o   t o    g o v er n  m e nt- o  w n e d   l a n d.    T h e   
ass o ci at e d    g o v er n  m e nt    a g e n c y,   s u c h    as   t h e    B ur e a u    of    L a n d   
M a n a g e  m e nt  or t h e   U nit e d  St at es  P ost al  S er vi c e,   w o ul d  p a y  g e o-r e nt 
f or t h e l a n d it  o  w ns.  T his   will i  mpr o v e  g o v er n  m e nt  c ost a c c o u nti n g 
a n d  p oli c y  d e cisi o ns. 
 

•  T o   w hi c h l e v el  of  g o v er n  m e nt  ar e  g e o-r e nt t a x es  p ai d?  T his is  a n 
i  m p ort a nt   q u esti o n,   b ut  I    wis h  t o  si d est e p  it   h er e.   F or   pr es e nt  
p ur p os es,   o n e    m a y  i  m a gi n e   a  s yst e  m  i n    w hi c h,  li k e   pr o p ert y  t a x es  
t o d a y,   g e o-r e nt  t a x es    w o ul d   b e   c oll e ct e d   at  t h e  l e v el   of   c o u nt y  
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g o v er n  m e nt.   W h e n s u c h t a x es  ar e s uffi ci e ntl y l ar g e, t h e y   w o ul d fl o  w 
b ot h  d o  w n t o t h e  cit y  g o v er n  m e nts  a n d  u p t o t h e st at e  a n d  n ati o n al 
g o v er n  m e nts. 
 

•  T h e  ot h er si d e  of t h e s c h e  m e,  n ot  d et ail e d  h er e, is t h e   u nt a xi ng   of 
b uil di n gs, s al es, i n c o  m e,  et c.  T h us,  t h e s c h e  m e i n v ol v es  a n  e n or  m o us 
c o nfis c ati o n   of  l a n d-  w e alt h  a n d  a n  e n or  m o us  de-co nfisc atio n   of  ot h er 
ki n ds  of   w e alt h.   
 
A  r ef or  m  li k e  t h at  s u g g est e d   h er e    w o ul d,   of   c o urs e,  r e q uir e   a  

m o v e  m e nt   a n d   p u bli c   d e b at e  t a ki n g   y e  ars,  if   n ot   d e c a d es.    O n c e   e n a ct e d,  
d uri n g t h e first  1 0  y e ars, t h e l a n d o  w n ers  p a y  n o   m or e i n  g e o-r e nt t h a n t h e y 
ar e   a c c ust o  m e d  t o   p a yi n g.    All  t his  l e a d - u p  ti  m e    will   gi v e   p e o pl e  ti  m e  t o  
fi g ur e  o ut   w h at  g e o-r e nt t a x ati o n   m e a ns,  a n d t o   w or k  o ut i n   m ar k ets t h e 
pr es e nt  v al u es  of l a n d, i n  a nti ci p ati o n  of t h e  c o  mi n g i n cr e as es i n l e vi es. 

 
 
 

N  O   E  X  C  E S S   B  U  R  D  E  N 
 
 
T h e   writi n gs  of t h e  P h ysi o cr ats,   A d a  m  S  mit h,   D a vi d  Ri c ar d o, J a  m es 

Mill,  J o h n   St u art    Mill,    H e nr y    G e or g e,   L e o n    W alr as,   a n d    K n ut    Wi c ks ell,  
a  m o n g    m a n y   ot h er   e c o n o  mists,    w ell  r e c o g ni z e  t h at  t h e  t a x ati o n   of  sit e  
v al u es,   as   a n  i n el asti c  f a ct or,   h as   n o   e x c ess   b ur d e n,   n o   d e a d  w ei g ht  l oss.  
G e o-r e nt   m er el y  g ets tr a nsf err e d t o   g o v er n  m e nt.  T h e  b ur d e n is  b or n e  b y 
t h e  o  w n er i n  n ot  k e e pi n g t h at  p orti o n  of t h e  g e o-r e nt.  T h e t a x is  n ot  p ass e d 
o n  t o  t e n a nts,  si n c e   a   hi g h er  r e nt al   c h ar g e  r e d u c es  t h e   q u a ntit y   of  r e nt al  
s p a c e   d e  m a n d e d,    w hil e   n ot  r e d u ci n g   t h e  fi x e d  s p a c e  s u p pli e d,   a n d  t h us  
cr e at es  v a c a n ci es   w hi c h i n d u c e l a n dl or d s t o  k e e p t h e r e nt  at t h e  pr e vi o us 
l e v el t o  a v oi d l oss es.  T h er e is  n o  e x c ess  b ur d e n  o n t h e  e c o n o  m y  ot h er t h a n 
t h e   or di n ar y   c osts   of  t a x   a d  mi nistr ati o n  (  w hi c h,   as   n ot e d,    w o ul d   b e  
p arti c ul arl y l o  w f or t his t y p e  of t a x). 

T h e fi n a n ci al  b ur d e n is  o nl y  o n t h e  o  w n ers   w h o  ar e  c urr e nt  at t h e 
ti  m e t h e  g e o-r e nt t a x is i n cr e as e d.   W h at is  n ot s o   w ell r e c o g ni z e d i n  p u bli c 
fi n a n c e is t h at, after  t h e tr a nsiti o n t o  g e o-r e nt t a x ati o n, t h er e is  n o  b ur d e n 
o n  a n y  ne w  sit e  o  w n er.  T h e  pri c e  of l a n d is  c a pit ali z e d  d o  w n i n  pr o p orti o n 
t o t h e t a x r at e, s o t h e  p a y  m e nt  of t h e t a x is  offs et  b y t h e l o  w er  pri c e  of l a n d. 
H o  w e v er, if   w e   m a y  n e gl e ct t h e  c o ns e q u e n c es  o n t h e  d e p e n d e nts  a n d  h eirs 
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of t h e  c urr e nt l a n d o  w n ers,  aft er t h e tr a nsiti o n al  g e n er ati o n,  n o  o n e s uff ers  a 
b ur d e n. 

T h e    i  m p a ct     o n    t h e     c urr e nt    l a n d o  w n ers    r ais es    iss u es     of    
“ c o  m p e ns ati o n. ”    W hil e   a d v o c at es   of  t a p pi n g   g e o-r e nt  f or   p u bli c  r e v e n u e  
ar g u e  t h at  it  is   e q uit a bl e,   b e c a us e  it   p a ys   b a c k   g e o-r e nt   g e n er at e d   b y  
g o v er n  m e nt’s   ci vi c    w or ks,   criti cs   ar g u e  t h at  t h e  tr a nsiti o n    w o ul d   n ot   b e  
e q uit a bl e,    b e c a us e   t h e   fi n a n ci al    b u r d e n     w o ul d    b e    c o n c e ntr at e d    o n   
l a n d o  w n ers.   R o b ert   S ol o  w  ( 1 9 9 8,   2 7 8)  st at es  t h at    w hil e  t a xi n g   g e o-r e nt  
w o ul d  b e  g o o d f or  a  n e  w  c o u ntr y,  “  E x pr o pri ati n g l a n d  v al u es t o d a y   w o ul d 
h a v e  n o s e  m bl a n c e  of f air n ess. ”   H e  a d ds,  h o  w e v er, t h at if t h e tr a nsiti o n is 
gr a d u al   or  if  t h er e  is   c o  m p e ns ati o n,   t h e n   “t h e   c o  m pl ai nt   of  i ni q uit y    m a y  
l os e  v ali dit y. ”   

A n  i  m  m e di at e  t a x  s hift  t o   g e o-r e nt,    wit h   ot h er  t a x es  r e d u c e d   or  
a b olis h e d,   c o ul d   b e   c o  m p e ns at e d    wit h  s p e ci al   b o n ds    w h os e  f a c e- v al u e  
i nt er est  p a y  m e nts   w o ul d  d e cr e as e  o v er ti  m e,   wit h  a n  eff e ct si  mil ar t o t h e 
gr a d u al i n cr e as e i n t h e  g e o-r e nt t a x r at e s u g g est e d  a b o v e.  B ut  c o  m p e ns ati o n 
is  a si d e iss u e. I s a y   w e tr y t o s ell t h e r ef or  m t o t h e  c urr e nt l a n d o  w n ers  o n 
its    m erits,  j ust   as    w e    w o ul d   ar g u e  f or   a  r e d u cti o n  i n  tr a d e   b arri ers,   as   a  
w ort h y s a crifi c e,  a n d  off er  o ur  gr atit u d e   f or t h eir  p oliti c al  c o o p er ati o n. (I 
s a y t his  as t h e  o  w n er  of  a  pri  m e  pl ot i n  B er k el e y,  C alif or ni a!) 

 
 
 

M  A I  N S  T  R  E  A   M  L I  T  E  R  A  T  U  R  E:   R  E  A  D   B  E  T  W  E  E  N   T  H  E  L I  N  E S 
 
 
M ai nstr e a  m    mi cr o e c o n o  mi c   a n d   p u bli c  fi n a n c e  t e xt b o o ks   al  m ost  

n e v er  bri n g t h e i d e a  of  g e o-r e nt t a x ati o n i nt o t h e s u nli g ht.  T h e r es p e ct e d 
j o ur n als, t o o,  gi v e  v er y littl e  att e nti o n t o t h es e i d e as.  T h e  pri n ci pl es  b e hi n d 
t h e i d e a  of  g e o-r e nt t a x ati o n   m a k e s e ns e,  h o  w e v er. I n d e e d, t h os e  v er y s a  m e 
t e xt b o o ks  a n d j o ur n al  arti cl es  est a blis h   m a n y  of t h e  pri n ci pl es t h at s ust ai n 
t h e  i d e a.   B ut  t h e   pri n ci pl es   ar e  s c att er e d  t hr o u g h o ut  t h e  lit er at ur e.   T h e  
lit er at ur e  is   c o  m p art  m e nt ali z e d  i n  s u c h  a  f as hi o n  t h at   pr e v e nts  st u d e nts  
fr o  m s e ei n g  h o  w t h e  pri n ci pl es f or  m  a  p o  w erf ul i d e a. I n t his s e ns e,  g e o-r e nt 
l ur ks  b et  w e e n t h e li n es  of t h e  p u bli c- e c o n o  mi cs lit er at ur e.   

H er e  I   hi g hli g ht   ei g ht    m ai nstr e a  m  t o pi cs    w h er e   g e o-r e nt   pri n ci pl es  
s urf a c e: ( a)  “ pr o d u c er s ur pl us, ” ( b)  d e a d  w ei g ht l oss  a n al ysis, ( c) t h e   H e nr y 
G e or g e   T h e or e  m,  ( d)   c a pit ali z ati o n,  ( e)   p u bli c   g o o ds,  (f)   e xt er n aliti es,  ( g)  
cl u b- g o o d   m o d els,  a n d  ( h) t h e  Ti e b o ut   m o d el. 
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Pr o d u c er  S ur pl u s 

 
E v er y   mi cr o e c o n o  mi cs t e xt b o o k s h o  w  s t h e  “ pr o d u c er s ur pl us ”  as t h e 

ar e a  b et  w e e n t h e s u p pl y  c ur v e  a n d t h e  pri c e.  B ut  n o t e xt b o o k t h at I  h a v e 
s e e n,   wit h t h e  e x c e pti o n  of   D a vi d  Fri e d  m a n ( 1 9 9 6),  h as t h o u g ht t o  as k   w h o 
r e c ei v es  t h e  s ur pl us.  If  t h e  i n d ustr y  is   p erf e ctl y   c o  m p etiti v e,  fir  ms   b ei n g  
pri c e t a k ers, t h er e is  n o  e c o n o  mi c  pr of it,  y et t h e s ur pl us is  a r et ur n  b e y o n d 
c osts.  T h e s ur pl us  d o es  n ot  g o t o t h e  o  w n ers  of t h e fir  ms,  b ut,  as  Fri e d  m a n 
st at es, fl o  ws t hr o u g h t o t h e i n p ut f a ct or  o  w n ers.   G oi n g  b e y o n d  Fri e d  m a n, it 
s h o ul d  b e  cl e ar t h at if   m ar k ets f or l a b or  a n d  c a pit al  g o o ds, t o o,  ar e  p erf e ctl y 
c o  m p etiti v e, t h e y t o o  h a v e  n o s u p er- n or  m al r et ur ns, s o t h e  o nl y  ot h er  pl a c e 
t h e s ur pl us  c a n  g o t o is t o  g e o-r e nt. I n  a f ull y  p erf e ctl y  c o  m p etiti v e   m o d el, 
“ pr o d u c er  s ur pl us ”   d o es   n ot   g o  t o   pr o d u c ers   at   all;  it  is   a   p a y  m e nt  t o  
l a n d o  w n ers   w h o  h a v e  n e v er  pr o d u c e d  a t hi n g. It is r e all y t h e  n o n- pr o d u c er 
s ur pl us.   

 
 

D e a d  w ei g ht  L o s s  A n al y si s 
 
Mi cr o e c o n o  mi cs   t e xt b o o ks    e x pl ai n   t h e    d e a d  w ei g ht   l oss   fr o  m   

t a x ati o n.  T h e y  e x pl ai n  h o  w t h e l oss is l o  w er   wit h  a   m or e i n el asti c s u p pl y 
a n d   d e  m a n d.   Pr of ess ors   h a v e   gi v e n  t h o us a n ds   of   cl assr o o  m  l e ct ur es  
s h o  wi n g t h at if t h e s u p pl y  c ur v e   w er e  p erf e ctl y  v erti c al, t h er e   w o ul d  b e  n o 
d e a d  w ei g ht l oss.  B ut t h e y  us u all y  e n d t h e  dis c ussi o n  b y s a yi n g,  “ a n d s o it is 
g o o d t o tr y t o  p ut s u c h t a x ati o n  o n  g o o d s t h at  e x hi bit r el ati v e i n el asti cit y i n 
s u p pl y  or  d e  m a n d. ”  S o  m e t e xt b o o ks  g o  o n t o s a y t h at,  b e c a us e t h e s u p pl y 
of  l a n d  is  fi x e d,  t h e  t a x ati o n   of  l a n d  r e nt   h as   n o   e x c ess   b ur d e n.    A  f e  w  
b o o ks  p oi nt  o ut t h at   H e nr y   G e or g e  pr o p os e d s u c h t a x ati o n.   N o n e t h at I 
h a v e s e e n  p oi nt  o ut t h at   A d a  m  S  mit h  a n d J o h n  St u art   Mill  di d, t o o.   

Ti d e  m a n  et  al ( 2 0 0 2,  1 7)  “ esti  m at e t h at t h e  n et  g ai n (  m e as ur e d i n r e al 
d oll ars   of   2 0 0 0),  fr o  m  s hifti n g   as    m u c h  t a x ati o n  t o  l a n d   as   c o ul d   b e  
fi n a n c e d  b y  c oll e cti n g  9 0  %  of t h e l an d r e nt,   w o ul d  b e  $ 1 3 0 8  billi o n  or  1 4  % 
of   N  D P i n  2 0 0 2  a n d  $ 4, 7 9 9  billi o n  or  2 6. 6  %  of   N  D P i n  2 0 4 2. ”   E v e n if 
o nl y  a fr a cti o n  of  g o v er n  m e nt r e v e n u e s hift e d fr o  m t h e t y p es  of t a x es   w e 
k n o  w t o d a y t o  a  g e o-r e nt t a x, t h e  effi ci e n c y  g ai ns  c o ul d  b e  r e all y s u bst a nti al. 

T h e   el asti cit y  i nsi g ht  r e  m ai ns   c o  m p art  m e nt ali z e d.  I n   p u bli c  fi n a n c e  
t e xt b o o ks,    w h e n  t h e   dis c ussi o n  t ur ns  t o t a x   p oli ci es,  t h e  i nsi g ht  is  r at h er  
n e gl e ct e d,  a n d t h e i d e a  of  t a xi n g l a n d  v al u e is  us u all y  n o  w h er e t o  b e f o u n d. 
It  is   as  t h o u g h  t h er e    w er e  s o  m e    m e di ci n e   a v ail a bl e  t h at    w e   k n o  w   c ur es  
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c a n c er,  y et  n o b o d y t a k es it  a n d  n o  d o ct or  pr es cri b es it.   E c o n o  mists   w h o 
st u d y irr ati o n al  b e h a vi or s h o ul d t a k e  n ot e. 

 
 

T h e   H e nr y   G e or g e   T h e or e  m 
 

T e xt b o o ks i n  p u bli c fi n a n c e  a n d  ur b a n  e c o n o  mi cs s o  m eti  m es  c o nt ai n 
a t o pi c  k n o  w n  as t h e  “  H e nr y   G e or g e  T h e or e  m. ” It st at es t h at t h e  p u bli c 
r e v e n u e  t h at   pr o vi d es  f or  t h e   c oll e cti v e   g o o ds   of   a n   o pti  m all y-si z e d  
c o  m  m u nit y   e q u als  t h e  l a n d  r e nt   of  t h at   c o  m  m u nit y.    As   pr es e nt e d  i n  
At ki ns o n    a n d    Sti glit z   ( 1 9 8 7,    5 2 3- 5),     t h e   r e pr es e nt ati v e  a g e nt’s    utilit y   
f u n cti o n is   U(  G,  X),   w h er e   G is  a  c oll e cti v e  a n d   X  a  pri v at e  g o o d.    O ut p ut   Y 
is  a f u n cti o n  of   N   w or k ers: 

 
Y   = f(  N)   =   X  N   +   G. 
X   =  {f(  N)-  G }  /   N 
T h e   w a g e is t h e   m ar gi n al  pr o d u ct  of l a b or: 
∂ f /∂ N   =   X   
T h er ef or e, 
∂ f /∂ N   =  {(f(  N)-  G) /  N }  
G   = f(  N) -   Nf’(  N)   
Wit h l a n d  a n d l a b or t h e  ulti  m at e  a n d  ori gi n al f a ct ors  of  pr o d u cti o n, 

r e nt ( R) is t h e  diff er e n c e  b et  w e e n t ot al  pr o d u ct   Y  a n d t ot al   w a g es:  
R   = f(  N) -   Nf'(  N)  
T h er ef or e, 
R   =   G. 
 
T h e   H e nr y   G e or g e  T h e or e  m is s o  n a  m e d  b e c a us e it  e c h o es   H e nr y 

G e or g e's ( 1 8 7 9) si n gl e-t a x  pr o p os al, t h at  n ot  o nl y s h o ul d l a n d r e nt  b e t h e 
o nl y  g e n er al t a x,  b ut t h at it   will  b e  a d e q u at e t o fi n a n c e  p u bli c  g o o ds.  T h e 
t h e or e  m is  a c c e pt e d i n  p u bli c fi n a n c e, b ut it is  n ot  a p pli e d. I n  u p p er-l e v el 
p u bli c- e c o n o  mi cs  t e xt b o o ks  s u c h   as    At ki ns o n   a n d   Sti glit z  ( 1 9 8 7),  it  is  
pr es e nt e d,   y et   n ot  i n v o k e d  i n   p oli c y   dis c ussi o ns,   a n d  it  is  i g n or e d  i n  
s c h ol arl y tr e at  m e nts  of  o pti  m al t a x a ti o n, t a x r ef or  m,  a n d  p u bli c  p oli c y. 

E d  wi n   Mills ( 1 9 9 8)  g o es f urt h er  a n d  c o nstr u cts  a  c o  m p ar ati v e st ati c 
m o d el   of   a    m etr o p olis   usi n g   a   C o b b-  D o u gl as   pr o d u cti o n  f u n cti o n    wit h  
t hr e e f a ct ors, t h e t hir d  b ei n g l a n d,   w hi c h is  a r efr es hi n g  c h a n g e fr o  m t h e 
us u al t  w o-f a ct or  a n al ysis t h at t u c ks l a n d i nt o  c a pit al  a n d t h e n f or g ets t h at 
it’s t h er e.   O n e t h e or e  m  of t h e   m o d el is t h at  a l a n d- v al u e t a x  h as  n o  eff e ct 
o n  r es o ur c e   all o c ati o n.    Y et   h e   c o n cl u d e s  ( 4 7)  t h at   d es pit e  is  t h e or eti c al  
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attr a cti v e n ess  a si g nifi c a nt t a xi n g  of  g e o-r e nt   w o ul d  d e pri v e t h e  o  w n ers  of 
t h eir   b e n efi ci al   us es,   a n d    w o ul d  r e q uir e   c o  m p e ns ati o n,  l e a vi n g  t h e  t a x  
“ pr a cti c all y  al  m ost   w o rt hl ess ” ( 4 7,  4 1).   

T h o  m as    N e c h y b a  ( 1 9 9 8)   als o   h as   a   m o d el    wit h  l a n d,   c ali br at e d  t o  
U. S.  p ar a  m et ers.   H e s h o  ws t h at r e pl a ci n g t a x es  o n  c a pit al   wit h t a x es  o n l a n d 
c a n   a ct u all y  i n cr e as e  l a n d   v al u es,   d es pit e  t h e   d o  w n  w ar d   c a pit ali z ati o n  
c a us e d   b y  t h e  t a x,   b e c a us e   of  t h e   gr e at er  i n cr e as e  i n   c a pit al   a n d  r e nt.   
A c c or di n g  t o  t h e    m o d el  ( 1 9 6),    wit h   a n    el asti cit y   of  s u bstit uti o n   b et  w e e n  
c a pit al   a n d  l a n d   of   0. 5,    w hi c h  is    wit hi n  t h e   esti  m at e d  r a n g e,   a  r e v e n u e-
n e utr al t a x s hift t o l a n d  v al u e i n cr e as es  c a pit al  g o o ds  b y  1 2 2  p er c e nt  a n d 
r ais es  o ut p ut  b y  8 9  p er c e nt. 

 
 

C a pit ali z ati o n 
 

T h e   t e xt b o o ks    a n d     m ai nstr e a  m   j o ur n als   r e c o g ni z e   t h e   i d e a    of   
c a pit ali z ati o n.  I n d e e d,  t h er e  is   a   gr e at   d e al   of  lit er at ur e   a b o ut  l a n d   pri c es  
r efl e cti n g  t h e  s c h o ols,  i nfr astr u ct ur e,   a n d  s e c urit y  i n  t h e   n ei g h b or h o o d.   
B ut,   a g ai n,  t h e   u n d erst a n di n g  is   oft e n   c o  m p art  m e nt ali z e d;  t h e  i nsi g ht  is  
r ar el y a p pli e d i n t hi n ki n g  a b o ut  effi ci e nt f or  ms  of t a x ati o n  a n d  g o v er n a n c e. 
P u bli c   e c o n o  mists  r ar el y   p oi nt   o ut   h o  w  t h e  i d e a   of   c a pit ali z ati o n  f a v ors  
g e o-r e nt  t a x ati o n:  If  l o c al   g o v er n  m e nt  t a x es   g e o-r e nt,   a n d  it   us es  t h at  
m o n e y t o  pr o vi d e i nfr astr u ct ur e  a n d s e c urit y, it f urt h er  e n h a n c es  g e o-r e nt, 
t h us  r e c o u pi n g  s o  m e   of  its  i n v est  m e nt.  If  l o c al   g o v er n  m e nt   cl ai  ms   5 0  
p er c e nt  of  g e o-r e nt, it  h as  a n i n c e nti v e t o  e n h a n c e  g e o-r e nt. It is t h e  h alf 
r esi d u al  cl ai  m a nt.  T h e  arr a n g e  m e nt is h e alt h y,  b e c a us e  g o v er n  m e nt’s l o c al 
w or ks  dir e ctl y  aff e ct t h e   m a g nit u d e  of  g e o-r e nt.  T h e  g o v er n  m e nt’s r esi d u al 
cl ai  m a n c y  gi v es it  a n i n c e nti v e t o  pr o d u c e s o ci al  b e n efits. 

T his   g o v er n  m e nt- as-i  m pr o v er   pr o c e ss   p ar all els   c a pit ali z ati o n   as  t h e  
b asis  f or  t h e   pri v at e   pr o visi o n   of   c oll e cti v e   g o o ds,  s u c h   as  t h e   c o  m  m o n  
el e  m e nts   of   c o n d o  mi ni u  ms  fi n a n c e d   b y  t h e   p eri o di c   ass ess  m e nt   of  t h e  
o  w n ers.     Pri v at e     c o  m  m u niti es     a n d     c o n d o  mi ni u  ms     d e  m o nstr at e    t h e    
c o n n e cti o n  b et  w e e n r esi d u al  cl ai  m a n c y  a n d  c a pit ali z ati o n. 

L a n d  v al u es i n   m a n y  p arts  of t h e   U nit e d  St at es  ar e  v er y  hi g h,  a n d  o n e 
r e as o n  is  s u p pl y-si d e  r estri cti o ns.  B ut    m u c h   of  t h e   v al u e  r efl e cts  t h e  
c a pit ali z ati o n  of  a  m e niti es.  T o d a y,  g o v er n  m e nt   w or ks  ar e fi n a n c e d i n l ar g e 
p art  b y t a x es  o n l a b or,  pr ofits, s al es,  a n d  n o n-l a n d r e al  est at e.  T h e  o  w n ers 
of l a n d r e c ei v e  a n i  m pli cit s u bsi d y.  T his  i  m pli cit s u bsi d y is  of  gr e at  e  m piri c al 
i  m p ort a n c e,   y et  is   n ot   dis c uss e d  i n    mi cr o e c o n o  mi cs  t e xt b o o ks,   a n d  is  
us u all y i g n or e d i n t h e t a x  a n al ysis i n  p u bli c fi n a n c e. 
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P u bli c   G o o d s 
 

P u bli c  g o o ds  ar e  us u all y  d efi n e d  as  b ot h  n o nri v al  a n d  n o n e x cl u d a bl e. 
T h e  p u bli c fi n a n c e lit er at ur e  oft e n  all e g es  “  m ar k et f ail ur e ” f or  g o o ds s u c h 
as str e ets, s e  w ers,  p ar ks, s e c urit y,  a n d  fir e fi g hti n g.   O n c e  a  c oll e cti v e  g o o d is 
pr o vi d e d, it is  n ot  pr a cti c al  or  d esir a bl e t o  e x cl u d e  p ers o ns.  F or  e x a  m pl e, 
e v e n if  o n e  a gr e es t h at  p e o pl e  c a n  b e  e x cl u d e d fr o  m  a  cit y  p ar k, it   w o ul d 
n ot  b e  d esir a bl e t o  h a v e   w alls  a n d  g at es t o  k e e p  o ut t h e fr e e ri d ers. 

T h e   “fr e e  ri d er ”   d o ctri n e,   h o  w e v er,  t e n ds  t o  tr e at   p u bli c   g o o ds   as  
t h o u g h  t h e y   h a v e   n o  l o c ati o n  i n  s p ac e   a n d  ti  m e.   S o  m e  w h er e,   o ut  i n  t h e  
et h er, t h er e is  a  p u bli c  g o o d  a n d s o  m e  us ers   w h o  c a n n ot  b e   m a d e t o  p a y f or 
b e n efits.   B ut  t h e   b e n efits   of    m ost  r e al-  w orl d   p u bli c   g o o ds  f all    wit hi n   a n  
a  m bit t h at is t errit ori al.   A c c or di n gl y, t h os e  b e n efits  b e c o  m e  c a pit ali z e d i nt o 
t h e   m ar k et  pri c e  of l a n d   wit hi n t h at a  m bit.  T h os e  usi n g t h e  ci vi c s er vi c es 
ar e  i n cl u d e d   b y   pr o xi  mit y;  it  is   c o stl y  f or  f ar- a  w a y   us ers  t o   visit   a  
n ei g h b or h o o d   p ar k.   R esi d e nts,   b usi n ess es,   a n d   c ust o  m ers    willi n gl y   p a y  
m or e  b e c a us e t h e y  b e n efit fr o  m t h e t errit ori al  g o o ds.   M ost  us ers t h er ef or e 
d o   m a k e  p a y  m e nts t h at  ar e  pr o p orti o n al t o s u c h  a  m e niti es, si n c e t h e y   m ust 
p a y t o  us e l a n d.   B ut t h e  p a y  m e nts  ar e   m a d e t o t h e l a n d o  w n er.  T h e   m ar k et-
f ail ur e  d o ctri n e f or  p u bli c  g o o ds is t ur n e d  o n its  h e a d:   Us ers  d o t e n d t o  p a y 
i n  a n i n dir e ct s e ns e,  a n d  g o v er n  m e nt  p oli c y  cr e at es t h e fr e e ri di n g  of t h e 
l a n d o  w n ers,   at  t h e   e x p e ns e   of  t h e   e xtr a n e o us  t a x p a y ers.   R at h er  t h a n  
c orr e cti n g  a n y  d efi ci e n c y  of   m ar k ets,  p oli c y is  i atroge nic, t h at is, ill n ess  c a us e d 
b y t h e  d o ct or.  Str e ets,  p ar ks,  a n d s e c u rit y s uff er fr o  m fr e e ri di n g  b e c a us e 
t h e   d o ct or    m a d e  it  t h at    w a y.   T his  i nsi g ht  is  r ar el y  f o u n d  i n    m ai nstr e a  m  
s o ur c es. 

 
 

E xt er n aliti e s 
 

A si  mil ar s ort  of  bli n k er e d  c o  m p ar  t  m e nt ali z ati o n  g o es f or t e xt b o o k 
dis c ussi o ns  of  e xt er n aliti es.   T h e   m ai n str e a  m lit er at ur e r ar el y  hi g hli g hts t h e 
p oi nt t h at,   w h et h er  b y  g e o-r e nt t a x ati o n  or  b y  pri v at e  c o ntr a ct, t h e t a p pi n g 
of   g e o-r e nt   pr o  m ot es  i nt er n ali z ati o n   of   e xt er n aliti es.  If  t h e   g o v er n  m e nt  
d e p e n ds  o n  g e o-r e nt, it  h as  a str o n g i n c e nti v e t o i n cr e as e  g e o-r e nts,  or t o 
a  m eli or at e  e xt er n aliti es.  P u bli c r e v e n u e fr o  m sit e  v al u es t h us is  a n i  m p ort a nt 
w a y t o i nt er n ali z e t errit ori al  c osts  a n d   b e n efits.  T h e f ail ur e t o t a p  g e o-r e nt 
e x a c er b at es  e xt er n aliti es.  Pri v at e  c o  m  m u niti es  d o  b as e t h eir fi n a n c es  o n sit e 
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r e nt als,   a n d    w e   ar e  l ess  i n cli n e d  t o  i d e ntif y  t h e   p ositi v es   a n d   n e g ati v es  
wit hi n   a   pri v at e   c o  m  m u nit y   as   “ e xt er n aliti es. ”   T errit ori al   a  m e niti es   h a v e  
b e e n i nt er n ali z e d   wit hi n  pr o p ert y r el ati o ns  a n d  p e c u ni ar y  eff e cts. 

 
 

Cl u b    M o d el s 
 
Alt h o u g h t h er e   w as  pr e vi o us  a n al ysis    of  e x cl u d a bl e  c oll e cti v e  g o o ds, 

i n cl u di n g  t h e    m o d el   of   Ti e b o ut  ( 1 9 5 6)  dis c uss e d  b el o  w, J a  m es  B u c h a n a n 
( 1 9 6 5)   est a blis h e d   cl u b  t h e or y   b y   a da pti n g  t h e   S a  m u els o n   p u bli c- g o o ds  
m o d el t o  g o o ds t h at  ar e  e x cl u d a bl e  a n d s u bj e ct t o  c o n g esti o n.  T h e   m o d el 
d et er  mi n es t h e  o pti  m al si z e  of  a  cl u b  i n   w hi c h t h e   m e  m bers  o bt ai n  utilit y 
fr o  m   t h e    cl u b    g o o d,    dis utilit y   fro  m    cr o  w di n g,    a n d    n o    utilit y   fr o  m   
c a  m ar a d eri e. I n t h e  B u c h a n a n   m o d el, t h e  c ost  of t h e  g o o d is  di vi d e d  e q u all y 
a  m o n g t h e   m e  m b ers.   

T h e  B u c h a n a n   m o d el is s uit a bl e t o  s o  m et hi n g li k e  a s  wi  m  cl u b.  T h e 
B u c h a n a n    m o d el  is   n o n-t errit ori al;  it   d o es   n ot   a d dr ess  l o c ati o n   a n d   g e o-
r e nt.  S o  m e lit er at ur e  d o es  e x a  mi n e t errit ori al  cl u bs,  b ut   m a n y  of t h e   m o d els 
a n d  pr es e nt ati o ns  of  cl u b t h e or y i nt e n d e d t o  b e  g e n er al  h a v e i g n or e d l a n d, 
e v e n   w h e n t h e y s e e k t o  b e  a p pli e d t o  ci vi c  g o o ds,   m a ki n g t h e  m  n ot  o nl y 
i n c o  m pl et e  b ut  als o i n a p pli c a bl e t o r e al-  w orl d   m u ni ci p aliti es.   

I n  t h eir  t e xt b o o k  T he   T heory  of    E xter n alities,   P u blic    Goo ds,   a n d   Cl u b  
Goo ds   ,  Ri c h ar d  C or n es  a n d  T o d d  S a n dl er ( 1 9 8 6)  pr es e nt e d  a  g e n er al t h e or y 
of  p u bli c  g o o ds  a n d  cl u b  g o o ds   wit h  n o   m e nti o n  of t errit or y  or l o c ati o n. 
T h e  b o o k's i n d e x  h as  n o  e ntri es f or l a n d, r e nt,  c a pit ali z ati o n, t errit or y,  or 
l o c ati o n.    O nl y   o n  t h e  l ast   p a g e   of  t h e   b o o k  (2 7 5),  t h e y    wr ot e,   “  A n ot h er  
s u g g est e d r es e ar c h  dir e cti o n  c o n c er ns t h e i n cl usi o n  of  a s p ati al  di  m e nsi o n 
t o   cl u b   a n al ysis. ”   T h e y   a d d e d,   “  M or e    w or k   o n  s p ati al   cl u bs   a p p e ars  
w arr a nt e d,  si n c e    no  ge ner al   a n al ysis   of  s p ati al   cl u bs   e xist ”  (it ali cs  i n  t h e  
ori gi n al).  B y  1 9 8 6, t h e  p u bli c- g o o ds  lit er at ur e  alr e a d y  h ad t h e   H e nr y   G e or g e 
T h e or e  m  ( Sti glit z   1 9 7 7,    Vi c kr e y   1 9 7 7),    as    w ell   as   a  s u bst a nti al   b o d y   of  
t h e or y  c o n c er ni n g l o c ati o n,  c a pit ali z ati o n,  a n d r e nt  g oi n g  b a c k t o   H ot elli n g 
( 1 9 3 8)  a n d f ar  b a c k t o  vo n  T h ü n e n ( 1 8 4 2).  C or n es  a n d  S a n dl er’s  o  missi o n 
a n d  l ast- p a g e  s u g g esti o n  r efl e ct   e c o n o  mists’   g e n er al  r e g ar d  f or  l a n d   as  
t a n g e nti al r at h er t h a n  c e ntr al t o t h e t h e or y  of  p u bli c  g o o ds. 

I n t h eir s e c o n d  e diti o n,  C or n es  a n d  S a n dl er ( 1 9 9 6,  3 6 7)  di d i n cl u d e 
t h e  a n al ysis  of  S c ot c h  m er ( 1 9 9 4), i n   w hi c h t h e f e e f or l o c al  p u bli c  g o o ds is 
t h e  p a y  m e nt  of  a l a n d t a x.   C or n es  a nd  S a n dl er st at e,  "  W e  vi e  w t h e l a n d t a x 
i nstr u  m e nt  t o   b e    m or e   pr o bl e  m ati c    w h e n  i n di vi d u als   ar e   h et er o g e n e o us "  
b e c a us e s o  m e  o bt ai n   m or e  utilit y fr o  m  t h e  p u bli c  g o o d t ha n  ot h ers ( 3 6 7). 
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A n i n di vi d u al  c o ul d li  mit  his l a n d  h ol di n g t o r e d u c e  his l a n d t a x   w hil e still 
c o ns u  mi n g t h e s a  m e  a  m o u nt  of  p u bli c  g o o d. 

I nst e a d   of  r e c o g ni zi n g  t h e   virt u es   of  t a p pi n g   g e o-r e nt,  t h e y   o nl y  
p oi nt t o  a  p ossi bl e i  m p erf e cti o n, s u c h  as t h at s o  m e b o d y   w h o  e nj o ys  a l o c al 
p ar k   will  o  w n  a ti n y l ot  n e ar b y  a n d  p a y  a l a n d t a x l o  w er t h a n  his s h ar e  of 
t h e  c ost.  T his, s a y  C or n es  a n d  S a n dl er ( 3 6 7), is  a  " p er v ers e i n c e nti v e. "  B ut 
s u c h  fr e e  ri di n g  is  r a  m p a nt    wit h  i n c o  m e   a n d  s al es  t a x es,  i n    w hi c h  t a x  
p a y  m e nts  h a v e  h ar dl y  a  g oss a  m er r el ati o n t o  a n y  b e n efit.  T a p pi n g  g e o-r e nt 
is  b ei n g j u d g e d i n is ol ati o n  b y t h e st a nd ar d  of  p erf e ct  effi ci e n c y, r at h er t h a n 
i n  c o  m p aris o n t o  ot h er   m ea ns  of t a xi n g  p e o pl e t o  p a y f or  c oll e cti v e  g o o ds. 
T his   “ p er v ers e  i n c e nti v e ”   pr o p ositi o n   is   als o    m a d e  i n   a n  i nstit uti o n al  
v a c u u  m. I n  pr a cti c e,  as   H a  milt o n ( 1 9 7 5)   p oi nts  o ut, r ul es  c a n   miti g at e t h e 
pr o bl e  m.   Cit y l ots t e n d t o  h a v e  a  u nif or  m si z e,  eit h er   wit h  z o ni n g  or   wit h 
c o v e n a nts.     M or e o v er,     m u c h    of   t h e    utilit y    of    d  w ell ers    c o  m es   fr o  m   
c o  m pl e  m e nt ariti es, fr o  m t h e l ot  a n d i  m pr o v e  m e nts ( h o us e  a n d  g ar d e n)  as 
w ell   as  fr o  m   a  s et   of   ci vi c  s er vi c es,  s o   as   a n al y z e d   b y    Elli c ks o n  ( 1 9 7 1),  
h et er o g e n e o us  utiliti es  ar e  of littl e  e  m piri c al si g nifi c a n c e.     

E vi d e ntl y  C or n es  a n d  S a n dl er ( 1 9 9 6)    di d  n ot  c o nsi d er t h e  S c ot c h  m er 
m at eri al t o   w arr a nt  e ntri es f or l a n d  or r e nt i n t h eir  2 n d   e diti o n i n d e x.   O n t h e 
l ast  p a g e ( 5 5 2)  of t h e  2n d   e diti o n, t h e  a ut h ors r e p e at t h eir  e arli er s u g g esti o n 
of r es e ar c h i nt o t h e s p ati al  di  m e nsi o n,  a n d  a g ai n  ass ert t h at t h er e  e xists  n o 
g e n er al   a n al ysis   of  s p ati al   cl u bs,  t his  ti  m e    m u c h  l ess  j ustifi e d.  ( F ol d v ar y  
( 1 9 9 4)  di d  a n al y z e s p ati al  clu bs i n s o  m e  g e n er alit y!) 

Willi a  m  Fis c h el ( 1 9 9 8)  p uts  a  diff er e nt t  wist  o n  z o ni n g, s a yi n g t h at 
z o ni n g    pr o vi d es    a     w a y   t o    c oll e ct   l a n d   r e nt    b y    gr a nti n g    d e v el o p ers   
e x c e pti o ns  i n   e x c h a n g e  f or  f e es.   B ut   d e v el o p  m e nt  i  m p a ct  f e es   dist ort  
d e v el o p  m e nt  b y  pl a ci n g  a  c h ar g e  o n  a  p arti c ul ar  a cti vit y r at h er t h a n  h a vi n g 
a  u nif or  m l e v y r at e  o n  all  g e o-r e nt.   W h il e it   m a y s e e  m  effi ci e nt t o l et t h os e 
b e n efiti n g fr o  m  a  d e v el o p  m e nt  p a y f or t h e r el at e d i nfr astr u ct ur e, it i n  eff e ct 
h as t h e  o p p osit e  eff e ct fr o  m t h at s o u g ht  b y   H e nr y   G e or g e: t h os e   w h o  b uil d 
g et t a x e d,   w hil e t h os e   w h o l et t h eir l a n ds li e i dl e  ar e  n ot t a x e d.   M or e o v er, 
t h e i  m p a ct f e e   m a y  e n d  u p t a xi n g  c a pit al  a n d l a b or  al o n g   wit h  g e o-r e nt. 

R e  m ar k a bl y,  Fis c h el ( 1 9 9 8,  1 1) st at es   t h at  “ pr o p ert y t a x ati o n  c a n n ot 
a c hi e v e  a n y si g nifi c a nt  effi ci e n c y  at t h e st at e l e v el. ”  T his,  h e s a ys, is  b e c a us e 
st at es   ar e  t o o  l ar g e  f or   Ti e b o ut   eff e cts,   a n d  st at es   c a n  i nt er n ali z e  t h e  
b e n efits  of  d e v el o p  m e nt.  T his i g n or es  t h e  effi ci e n c y  g ai ns  of s hifti n g  a  w a y 
fr o  m  d e a d  w ei g ht-l oss- c a usi n g t a x ati o n,  a  g ai n t h at  Fis c h el r e c o g ni z es t  w o 
p a g es l at er ( 1 3).  Fis c h el ( 1 9 9 8,  1 5)  als o  a c c us es sit e- v al u e t a x ati o n  of  hi g h 
a d  mi nistr ati v e   c osts  i n   “t h e   k nif e- e d g e   g o al ”   of   “ g etti n g   al  m ost   all  l a n d  
r e nt. ”  T his is  a str a  w-  m a n, si n c e t h e r e al-  w orl d  c as es  of  g e o-r e nt t a x ati o n 
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h a v e  n ot s o u g ht t o   m e as ur e  a n d  c oll e ct t h e f ull  g e o-r e nt  e x a ctl y,  a n d i n f a ct 
t h er e  ar e  n u  m er o us  c as es  of s u c c essf ul i  m pl e  m e nt ati o n (  A n d els o n  2 0 0 0).    

C h a  m pi o ni n g   z o ni  n g,   Fis c h el  ( 1 9 9 8,   1 6)  st at es  t h at   “t h e   z o ni n g  
s yst e  m  d o es  n ot  h a v e t o  b e  all t h at  a c c ur at e. ”   Y et f or s o  m e r e as o n,  g e o-r e nt 
t a x ati o n   m ust  b e  “ k nif e- e d g e ”  pr e cis e.   As is   w ell- k n o  w n,  z o ni n g is  a  bl u nt, 
hi g hl y   p oliti ci z e d,   a n d   hi g hl y   dis cr eti o n ar y  i nstr u  m e nt.  It   oft e n   b e c o  m es  
p er v ers e.  B y  c o  m p aris o n,  g o v er n  m e nt al r ul es f or  ass essi n g  g e o-r e nt   w o ul d 
b e   m u c h si  m pl e, tr a ns p ar e nt,  u ni v ers al,   a n d r el ati v el y fr e e  of  p oliti c ki n g. 

 
 

T h e   Ti e b o ut    M o d el 
 
T h e  l a n d  m ar k    m o d el   of   c o  m p etit i o n   a  m o n g   c o  m  m u niti es  i n  t h e  

pr o visi o n  of  c oll e cti v e  g o o ds is t h at  of  C h arl es  Ti e b o ut ( 1 9 5 6),   w hi c h,  as 
Br u c e    H a  milt o n  ( 1 9 9 1,   6 7 2)  st at e d,   of f er e d   a n   " a nti d ote  t o   S a  m u els o n's  
r at h er  gl o o  m y r es ults. " P a ul  S a  m u els o n ( 1 9 5 4,  3 8 8)  h a d st at e d  c at e g ori c all y, 
" no  dece ntr ali ze d  prici ng syste m c a n serve to  deter mi ne o pti m ally t hese levels of collective 
co ns u m ptio n" (it ali cs i n t h e  ori gi n al). 

Ti e b o ut’s  a n al ysis s h o  ws t h at t his  c o n cl usi o n  d o es  n ot  h ol d f or l o c al 
ci vi c  g o o ds.  T h e  c o ns u  m ers  c a n s el e ct  t h e  c o  m  m u niti es   w hi c h  b est s atisf y 
t h eir  pr ef er e n c es. I n t h e  Ti e b o ut   m o d el,  u nli k e t h e  B u c h a n a n  cl u b   m o d el, 
t h e   pr o visi o n   of  t h e   cl u b   g o o ds  is   h el d  fi x e d.   C o ns u  m ers  r e v e al  t h eir  
d e  m a n ds   f or    c oll e cti v e    g o o ds   t hr o u g h    a    c h oi c e    of    c o  m  m u nit y,    a n d   
c o  m p etiti o n   a  m o n g   c o  m  m u niti es  ass ur e s  t h at  l o c al   c oll e cti v e   g o o ds   ar e  
pr o vi d e d   at    mi ni  m u  m   c ost.   R esi d e nts   diss atisfi e d    wit h  t h eir   c o  m  m u nit y's  
ci vi c  g o o ds   will l e a v e, r es ulti n g i n,  at t h e li  mit,  h o  m o g e n o us  c o  m  m u niti es 
wit h  r es p e ct  t o  t h e   p u bli c   g o o ds   d esi  r e d   b y  t h e  r esi d e nts.  J os e p h   Sti glit z  
( 1 9 8 3)   p oi nts   o ut  t h at   p ur e   h o  m o g e n eit y  is   n ot   n e c ess ar y  t o  t h e   Ti e b o ut  
c o n cl usi o ns if t h er e  ar e  pr o d u cti v e i n t er a cti o ns  a  m o n g  p e o pl e, if t h er e  ar e 
tr a ns p ort ati o n  c osts,  a n d if  p e o pl e  h a v e  diff er e nt  utilit y f u n cti o ns f or l a n d. 

T h o u g h   Ti e b o ut  i n   his    m o d el  r e c o g ni z es  s p a c e    wit h  r es p e ct  t o  
c o n g esti o n, it is  u nf ort u n at e t h at t h e   m o d el its elf  h as  n o s p ati al  di  m e nsi o ns 
a n d   n o  l a n d  r e nt.  It    w as   u nf ort u n at e   b ot h   b e c a us e  it    m a d e  t h e   Ti e b o ut  
m o d el i n c o  m pl et e  a n d  b e c a us e   m u c h  of t h e s u bs e q u e nt  Ti e b o ut lit er at ur e 
als o i g n or es l a n d.   As st at e d  b y   H a  m ilt o n ( 1 9 9 1,  6 7 3),  "t h e t a x i nstr u  m e nt is 
of   criti c al  i  m p ort a n c e  if  t h e   effi ci e n c y   or   e v e n   e xist e n c e   of   a   Ti e b o ut  
e q uili bri u  m is t o  b e  a c hi e v e d. "   A n d  as  st at e d  b y  Bl a n k art  a n d  B or c k ( 2 0 0 4, 
4 5 5),  " Pr o bl e  ms  aris e i n t h e  Ti e b o ut   m o d e l if  p u bli c s er vi c es  ar e fi n a n c e d 
b y  dist orti o n ar y t a x ati o n. " 
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T h e  v al u e  of  a  cit y  p ar k  di  mi nis h es   wit h t h e  dist a n c e fr o  m t h e  p ar k.  
T h er ef or e,   ceteris  p ari b us, t h os e  cl os est t o t h e  p ar k   will  h a v e  a  hi g h er  g e o-
r e nt.  T h e   m ost  effi ci e nt   w a y t o fi n a n ce t h e  c o  m  m u nit y is fr o  m t h e  g e o-r e nt, 
n ot  b y  e q u al  d u es  p a y  m e nts.  T h e  Ti e b o ut   m o d el   will r efl e ct t h e t errit ori al 
a  m bit  of  g o o ds  o nl y   w h e n l a n d  a n d l o c ati o n  ar e t a k e n i nt o  a c c o u nt. 

T h e  s p ati al   di  m e nsi o n   h as   b e e n  r e c o g ni z e d  i n  t h e    H e nr y    G e or g e  
T h e or e  m  a n d  b y  a n al ysts   w h o  h a v e i n c or p or at e d t h e  c a pit ali z ati o n  of  ci vi c 
g o o ds i nt o sit e  v al u e.  T h e  e  m piri c al  st u di es  of   W all a c e O at es ( 1 9 6 9) f o u n d 
e vi d e n c e f or t h e  c a pit ali z ati o n  of t h e  b e n efits  of l o c al  c oll e cti v e  g o o ds  a n d 
of  pr o p ert y t a x es.   

B u c h a n a n   a n d   G o et z  ( 1 9 7 2) f o u n d t h at  t h e i nt er n ali z ati o n   of    w h at 
ot h er  wis e    w o ul d   b e   e xt er n aliti es    w o ul d   o c c ur  if  t h e   c o  m  m u niti es   ar e  
pr o pri et ar y  a n d if  c o  m p etiti o n  e q u ali z es t h e  v al u e  of t h e  e xt er n alit y.  " T a x 
s h ar es   w o ul d  h a v e t o  b e r el at e d t o t h e si z e  of t h e  loc atio n al re nt  c o  m p o n e nt 
i n  i n di vi d u al  i n c o  m e  r e c ei pts "  ( 3 5;  it ali cs  i n  t h e   ori gi n al).   "If   all   v al u e d  
's p a c e'  s h o ul d   b e   pri v at el y   o  w n e d   a n d  if   c o  m p etiti o n   a  m o n g   pr o pri et ar y  
o  w n ers hi p  u nits   w er e  eff e cti v e i n  all r es p e cts,  all o c ati o n al  effi ci e n c y   mi g ht 
e  m er g e "  ( 4 0).   T yl er   C o  w e n  ( 1 9 8 8,   1 4)   n o t es  t h at    m o d els  s u c h   as  t h at   of  
B u c h a n a n  a n d   G o et z  " off er t h e i ntri g ui n g s u g g esti o n t h at  Ti e b o ut's   m o d el 
is  b ett er s uit e d t o  a n al ys es  of  c oll e cti v e  g o o ds  pr o visi o n t hr o u g h  pr o pri et ar y 
c o  m  m u niti es. "   

 
 
 

H  O  W  L  A  R  G  E I S   T  H  E   G  E  O-  R  E  N  T   T  A  X-  B  A S  E ? 
 
 
O n e  of t h e  pitf alls s urr o u n di n g t h e i d e a  of t a p pi n g  g e o-r e nt is t h at it 

is   cl os el y   ass o ci at e d    wit h    H e nr y    G e or g e’s  si ngle-t a x  i d e al  s o ci et y.    A ut h ors  
s u c h  as   M a n ki  w ( 2 0 0 4,  1 6 8)  a n d   M c C o n n ell  a n d  Br u e ( 2 0 0 5,  3 0 0)  p oi nt  o ut 
t h at    g e o-r e nt   t a x ati o n    al o n e    c o ul d    n ot    c o v er   t h e    c urr e nt   l e v els    of   
g o v er n  m e nt   s p e n di n g.    B ut   t h at    p oi nt     w or ks    o nl y    as    a    criti cis  m    of   
eli  mi n ati n g  all t a x es  asi d e fr o  m  g e o-r e nt t a x ati o n,  n ot  as  a  criti cis  m  of t h e 
pri n ci pl e  of t a p pi n g  g e o-r e nt.  

I  h a v e t h e f urt h er i  m pr essi o n t h at   m a n y  e c o n o  mists t hi n k t h at  g e o-
r e nt is  a ti n y  p orti o n  of   G  D P.   T h at  n oti o n s e e  ms t o l e a d s o  m e  e c o n o  mists 
t o fi g ur e t h at  e v e n if  g e o-r e nt t a x ati o n is  effi ci e nt, it is  e  m piri c all y  of s  m all 
i  m p ort.    Di c k    N et z er  ( 1 9 9 8,   1 1 6)   n ot es  t h at  t h e   pr o p ositi o n  t h at   “t h e  
p ot e nti al r e v e n u e fr o  m l a n d   v al u e t a x ati o n ” is i ns uffi ci e nt  “is   wi d el y  h el d 
t o d a y. ” 
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I n  a  c h a pt er  e ntitl e d  “r e nt, i nt er est,  a n d  pr ofits, ”  S al v at or e  a n d   Di uli o 
( 1 9 9 6)    h a v e    a n    e x er cis e,    “  W h at    ar e   t h e    criti cis  ms    of   t h e   si n gl e-t a x   
m o v e  m e nt? ”   O n e  criti cis  m  off er e d is t h  at  “r e nts i n t h e   U nit e d  St at es t o d a y 
a  m o u nt t o j ust  a b o ut  1  %  of   G  N P,   w h il e t a x es  ar e  2 5  %  of   G  N P ” ( 3 5 5).   

I n t h e  offi ci al   G  D P  a c c o u nts  b y t he  B ur e a u  of   E c o n o  mi c   A n al ysis i n 
t h e   D e p art  m e nt  of  C o  m  m er c e, t h e  o nl y  c at e g or y t er  m e d  “r e nt ” is  "r e nt al 
i n c o  m e  of  p ers o ns, "   w hi c h i n  2 0 0 4   w as p ut  at  a n  a n n u ali z e d  esti  m at e  of 
$ 1 5 0   billi o n,   or  l ess  t h a n   1. 5  %   of    G  D P .   T his   "r e nt al  i nc o  m e "  is   n et   of  
e x p e ns es s u c h  as  pr o p ert y t a x es  a n d   m ort g a g e i nt er est,  b ut t h e  b ul k  of s u c h 
e x p e ns es  ar e  als o r et ur ns  o n r e al  est at e   w hi c h  ar e  b ei n g  p ai d t o l e n d ers  a n d 
t h e  g o v er n  m e nt! 

T h e  B  E  A’s  “r e nt al i n c o  m e  of  p ers o ns ” i n cl u d es r e nt al  p a y  m e nts f or 
b ot h  t h e  sit es   a n d  t h e   b uil di n gs,   a dj ust e d   d o  w n  f or  t h e   d e pr e c ati o n   or  
“ c a pit al  c o ns u  m pti o n ”  of t h e i  m pr o v e  m e nts.   Wit h o ut  c a pit al  c o ns u  m pti o n, 
t h e r e nt al i n c o  m e is  $ 1 6 6  billi o n,  a n d t h at i n cl u d es t h e i  m p ut e d r e nt als  of 
o  w n er- o c c u pi e d  h o us es  a n d t h e   m ort g a g e  i nt er est  p ai d.  T his  “r e nt al i n c o  m e 
of   p ers o ns ”  is   p ers o n al  i n c o  m e,   e x cl u di n g  t h e  r e nt al  i n c o  m e  fr o  m  l a n d  
o  w n e d  b y  c or p or ati o ns  as   w ell  as t h e i  m pli cit  o p p ort u nit y- c ost r e nt al  v al u e 
of   l a n d    h el d    b y    g o v er n  m e nts    a n d    n o n pr ofit    a g e n ci es.    F urt h er  m or e,   
c or p or at e- o  w n e d l a n d is s e v er el y  u n d e rst at e d i n  c or p or at e r e p orts,  b e c a us e 
l a n d is  v al u e d  at t h e  hist ori c al  p ur c h as e  pri c e,  n ot  c urr e nt  v al u e. 

T h at  e c o n o  mists   w o ul d  b eli e v e t h at t h e   G  D P r e nt al i n c o  m e fi g ur es 
c o  m es   a n y  w h er e   cl os e  t o   b ei n g  t h e  t o t al  l a n d  r e nt  is  q uit e  r e  m ar k a bl e.  
Ot h er  offi ci al  d at a  c o  m e  cl os er t o t h e a ct u al  g e o-r e nt.  T h e  B ur e a u  of  L a b or 
St atisti cs  of t h e   D e p art  m e nt  of  L a b or r e p ort e d t h at  c o ns u  m er  u nits s p e nt 
a n  a v er a g e  of  $ 1 3, 2 8 3  o n  h o usi n g i n  2 0 0 2,  o n e t hir d  of t ot al s p e n di n g ( B L S 
2 0 0 4), i n cl u di n g t h e i  m p ut e d r e nt al  of   o  w n er- o c c u pi e d  d  w elli n gs.  T h e  B L S 
r e p orts  1 1 2, 1 0 8, 0 0 0  " c o ns u  m er  u nits " (h o us e h ol ds), s o t h e t ot al s p e nt f or 
h o usi n g   w as  $ 1. 5 trilli o n, t e n ti  m es t h e  "r e nt al i n c o  m e " fi g ur e  of t h e  B  E  A.  
T h at t h e  $ 1 5 0 i n  B  E  A r e nt al-i n c o  m e  a c c o u nts  h a v e littl e  c o n n e cti o n   wit h 
a ct u al   g e o-r e nt   b e c o  m es   e v e n   cl e a r er    w h e n   c o  m p ar e d  t o  t h e   2 0 0 3   h o  m e  
m ort g a g e   d e bt   of   $ 7. 2  trilli o n  ( Fi n a n  ci al   S er vi c es   F a ct   B o o k   2 0 0 5),  t ot al  
m ort g a g es  of  $ 9. 3 trilli o n i n  2 0 0 3 ( Fi n a n  ci al  S er vi c es  F a ct  B o o k  2 0 0 5),  a n d 
a  h o usi n g st o c k  of  $ 1 5 trilli o n (  N ati o n al   Ass o ci ati o n  of  R e alt ors  2 0 0 5). 

Pr o p ert y t a x es i n t h e   U. S.  ar e  a b o ut  $ 3 0 0  billi o n  p er  y e ar (  Y o u n g  m a n 
a n d    M al  m e   1 9 9 3),    wit h   $ 2 2 8   billi o n   g o i n g  t o  l o c al   g o v er n  m e nts  ( Fis h er  
1 9 9 9). If  a l a n dl or d  c oll e cts  $ 2 0, 0 0 0 i n  a n n u al r e nt  a n d  p a ys  a  pr o p ert y t a x 
of    $ 9, 0 0 0,   t h e    “r e nt al   i n c o  m e    of    p ers o ns ”    h er e   ( n ot   s u btr a cti n g   
d e pr e ci ati o n)  is   o nl y   $ 1 1, 0 0 0,   b e c a us e   t h e  r e p ort e d   a  m o u nt   d e d u cts  t h e  
l a n dl or d’s   pr o p ert y-t a x   e x p e ns e.   Si  mil arl y,   h o  m e o  w n er   a n d   c o n d o  mi ni u  m  
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ass o ci ati o n  d u es  ar e  d e d u ct e d  o ut i n  arri vi n g  at  “r e nt al i n c o  m e  of  p ers o ns. ” 
T his   c at e g or y   “r e nt al  i n c o  m e   of   p ers o ns, ”  t h e n,   b ot h  i n cl u d es   el e  m e nts  
ot h er  t h a n   g e o-r e nt  ( n ot a bl y,  r e nt al   p a y  m e nts  f or  i  m pr o v e  m e nts  s u c h   as  
b uil di n gs),  a n d  e x cl u d es   m u c h  of  t h e  g e o-r e nt  of t h e l a n d.   

M or e o v er,    as     G aff n e y   ( 1 9 7 0,    1 9 4)    c o n cl u d es,   t h e    u nt a xi n g    of   
b uil di n gs,   w hi c h is  p art  of t h e  g e o-r e nt  t a x ati o n  pr o p os al,   will r ais e  gr o u n d 
r e nt  b y  a n  a  m o u nt  a b o ut  e q u al t o t h e l oss  of  b uil di n g t a x es.   N arr o  wi n g t h e 
pr o p ert y t a x t o  g e o-r e nt  o nl y, t h er ef or e,   w o ul d i n cr e as e t h e  g e o-r e nt t a x-
b as e  b y  a b o ut t h e s a  m e  a  m o u nt  as t h e  b uil di n g t a x- b as e d r e  m o v e d. 

St u di es   of   g e o-r e nt   h a v e   b e e n   c o n d u ct e d   b y   St e v e n   C or d,    M as o n  
G aff n e y,   Mi k e   Mil es,  a n d  ot h ers.   M a  s o n   G aff n e y ( 1 9 7 0,  1 8 1) fi n ds t h at sit e 
v al u e is  g e n er all y  at l e ast  h alf  of r e al  est at e  v al u e,   w hi c h   w o ul d i  m pl y t h at 
f or t h e  h o usi n g st o c k  al o n e t h e sit e  v al u e   w o ul d  b e  a b o ut  $ 7. 5 trilli o n.    

F or  pri v at e l a n ds,   m u c h  of t h e r e v e n u e fr o  m  g e o-r e nt is  hi d d e n i n 
i nt er est  p a y  m e nts,  c or p or at e  pr ofits,  a n d  c a pit al  g ai ns, i  m pl yi n g t h at it is n’t 
s h o  wi n g   u p  i n   “r e nt al  i n c o  m e   of   p ers o ns. ”   F or   e x a  m pl e,  t h e    w a y  t h at  
b uil di n g- o  w n ers      m a y    tr e at     “ d e pr e ci ati o n ”    is     u nr e alisti c     a n d     e v e n    
n o ns e nsi c al.  S u p p os e  B o b  b u ys a  b uil d i n g f or  $ 2 7 5, 0 0 0 ( e x cl u di n g t h e l a n d 
v al u e)  a n d r e nts it  o ut f or  $ 4 0, 0 0 0  p er  y e ar.   O n t h e  pr e  mis e t h at  a  b uil di n g 
is  us e d  u p i n  2 7. 5  y e ars, t h e t a x  c o d e  all o  ws  hi  m t o  d e d u ct  $ 1 0, 0 0 0  e a c h 
y e ar.    A n d  t h e n   h e   d e d u cts   his  r e al   e x p e ns e  (  m ai nt e n a n c e,   et c.)   of,  s a y,  
$ 5, 0 0 0, s o t h e  c ol u  m n s h o  ws  o nl y  $ 2 5, 0 0 0 i n r e nt al i n c o  m e.   S u p p os e t h at 
aft er  2 7. 5  y e ars,  B o b s ells t h e  b uil di n g t o  S a  m.   N o  w  S a  m st arts  d e d u cti n g 
d e pr e ci ati o n  all  o v er  a g ai n.  C a pit al  c o ns u  m pti o n is t o  a l ar g e  d e gr e e  a l e g al 
fi cti o n.  

O n e  bi ds l ess f or l a n d t h at  h as t a x li a biliti es a n d  o n   w hi c h  pr ofits  ar e 
l o  w er.   U nt a x t h e  e c o n o  m y,  a n d t h e  e c o n o  m y   w o ul d  pr o d u c e  gr e at er  o ut p ut, 
w hi c h   w o ul d  b e  c a pit ali z e d i nt o  hi g h er  g e o-r e nt.   E v e n if t h e  g e o-r e nt t o d a y 
w er e   a c c ur at el y   c al c ul at e d,  it    w o ul d    b e  f ar  l ess  t h a n  t h e   p ot e nti al   p u bli c  
r e v e n u e,  b e c a us e  of  c a pit ali z ati o n  eff e cts  of t h e u nt a xi ng  si d e  of t h e s c h e  m e. 
As  n ot e d, t h e s c h e  m e   w o ul d i n v ol v e  g e o-r e nt  p a y  m e nts fr o  m  g o v er n  m e nt 
a g e n ci es.    T h at,    of    c o urs e,     will    bri n gs    a    c orr es p o n di n g   i n cr e as e   i n   
g o v er n  m e nt s p e n di n g, s o t h e   m att er  of  g e o-r e nt  of  g o v er n  m e nt l a n ds is  n ot 
p erti n e nt  t o  t h e   pr es e nt  iss u e.    H o  w e v er,  it  is    w ort h   n oti n g  t h at  f or  
g o v er n  m e nt l a n ds, t h e  g e o-r e nt is  ut t erl y  o p a q u e ( F ol d var y  1 9 8 9),  a n d t h at 
w o ul d  h a v e t o  c h a n g e. 

Usi n g   a   v ari et y   of   d at a,   St e v e n   C o  r d  ( 1 9 8 5,   1 9 9 1)   p uts   g e o-r e nt   at  
ar o u n d   2 0   p er c e nt   of    G  D P.    Mi k e    Mil e s  ( 1 9 9 0)   c o  m es   u p    wit h   a  si  mil ar  
fi g ur e  usi n g  d at a fr o  m t h e  B ur e a u  of   E c o n o  mi c   A n al ysis.  T h e t ot als i n cl u d e 
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g o v er n  m e nt l a n ds,  b ut t h es e  esti  m at es  d o  n ot i n cl u d e t h e i n cr e as e i n  g e o-
r e nt t h at   w o ul d  o c c ur   wit h t h e  eli  mi n ati o n  of   m ar k et- h a  m p eri n g t a x es.   

T h e   a  m o u nt   of   a ct u al   a n d   p ot e nti al  sit e  r e v e n u es    w arr a nts    m u c h  
m or e r es e ar c h,  b ut t h es e fi n di n gs i n di c at e t h at t h e t a x  b as e is s u bst a nti al, 
m ost li k el y i n t h e r a n g e  of  5 0  p er c e nt   of  all-l e v el  g o v er n m e nt t a x r e v e n u es. 
I nt er esti n gl y, if  b ot h  p u niti v e t a x es  a n d tr a nsf er  p a y  m e nts   w er e  eli  mi n at e d, 
t h e   g e o-r e nt    w o ul d   a b o ut   e q u al   g o v er n  m e nt  s p e n di n g  f or   g o o ds   a n d  
s er vi c es,  i n   a c c or d    wit h  t h e    H e nr y  G e or g e   T h e or e  m!    At   a n y  r at e,   a n y  
all e g ati o n t h at l a n d r e nt is t o o s  m all  t o  b e  of  p oli c y si g nifi c a n c e   w o ul d  h a v e 
t o  b e   w ell  ar g u e d.   

 
 
 

O  T  H  E  R   A  D  V  A  N  T  A  G  E S   O F   T  A P P I  N  G   G  E  O-  R  E  N  T 
 
 
W hil e t his  arti cl e   will  n ot  n e c ess aril y s er v e  as  a   m a nif est o f or t h e i d e a 

of  t a p pi n g   g e o-r e nt  t o  f u n d   c o  m  m u nit y   g o o ds,  t h er e   ar e   a   n u  m b er   of  
f urt h er  a d v a nt a g es t h at   m erit  p assi n g   m e nti o n. 

 

•  Geo-re nt  t a x atio n   wo ul d  re d uce  s pr a wl.    C urr e nt  t a x   p oli ci es  t e n d  t o  
dis c o ur a g e  t h e   d e v el o p  m e nt   of   ur b a n  l a n d,   b e c a us e  t h e  fr uits   of  
t h os e   d e v el o p  m e nts   ar e   dir e ctl y  t a x e d.   T o  t h e   e xt e nt  t h at  t h os e  
p oli ci es  ar e r e pl a c e d  b y  p oli ci es t h at t a p  g e o-r e nt, t h e l a n d o  w n er is 
i n c e nt e d t o  d e v el o p  his l a n d.  R e c all,  a n  u n d er us e d sit e  p a ys t h e s a  m e 
g e o-r e nt   t a x    as    a    d e v el o p e d   sit e.    T h e    u nt a xi n g    of    pr o d u cti o n   
c o  m bi n e d   wit h t h e t a p pi n g  of  g e o-r e nt   will i n d u c e i nfilli n g  of t h e  cit y 
c e nt er,   m a ki n g f or a   m or e  c o  m p a ct  cit y,  a gr e e a bl e t o   mi x e d  us e a n d 
p e d estri a n   a cti vit y.    H e n c e,  t h e   d e  m a n d-si d e   p us h  f or  s pr a  wl  is  
di  mi nis h e d.   M or e o v er, t h e s u p pl y-si d e  p ull t o  w ar d s pr a  wl   w o ul d  als o 
b e    di  mi nis h e d:    T o d a y,   s pr a  wl   l a n d o  w n ers    ar e   s u bsi di z e d    b y   
e xtr a n e o us  t a x p a y ers    w h o   p a y  f or  t h e  r o a ds,  s e  w ers,  s c h o ols,  fir e-
fi g hti n g,  a n d s e c urit y i n t h e s pr a  wl  n ei g h b or h o o ds. If t h os e s er vi c es 
d e p e n d e d  o n t h e  c o  m  m u nit y’s  g e o-r e nt, t h e  p ull t o  w ar d s pr a  wl   w o ul d 
b e r e d u c e d.  
  

•  D a m pe ni ng cycles:    T o d a y,  a f a ct or i n  c y cl es is r e al- est at e s p e c ul ati o n. 
A n  e c o n o  mi c  b o o  m i n cr e as es t h e  pri c e  of l a n d,  a n d s p e c ul ati o n  c a n 
dri v e  pri c es  e v e n  hi g h er.   G e o-r e nt t a x ati o n   w o ul d   m e a n t h at t h er e  ar e 
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n o   “ killi n gs ”  t o   b e    m a d e  i n  l a n d,  si n c e   7 5   p er c e nt   of  t h e   g e o-r e nt  
w o ul d fl o  w t o t h e  g o v er n  m e nt,  n ot t h e l a n d o  w n er.  T a p pi n g  g e o-r e nt 
w o ul d   d a  m p e n  t h e  r e al- est at e   c y cl e,    w hi c h  i n  t ur n   d a  m p e ns  t h e  
b usi n ess  c y cl e ( F ol d v ar y  1 9 9 7). 
   

•  T a x- b ase  of  l ast  resort:   T e c h n ol o g y   pr o  mis es  t o    m a k e   c a pit al  a n d  
p e o pl e  e v er   m or e   m o bil e, a n d  e n cr y pti o n  pr o  mis es t o   m a k e   m o n e y 
a n d   e nt er pris e  l ess   visi bl e.   P ut   diff er e ntl y,  t e c h n ol o g y  t hr e at e ns  t o  
m a k e   c o n v e nti o n al  t a x ati o n    m or e   diffi c ult.   T a p pi n g   g e o-r e nt    m a y  
w ell   b e  t h e  r e v e n u e  s o ur c e    m ost  s uit a bl e  f or  t h e   2 1 st  c e nt ur y.  
T e c h n ol o g y   will  n e v er  e n a bl e t h e l a n d o  w n er t o  hi d e  his l a n d  or   m o v e 
it  off-s h or e. 
 
 
 

P  R I  V  A  T I  Z I  N  G   T  H  E   N  E I  G  H  B  O  R  H  O  O  D 
 
 
F ort u n at el y,  r e al- est at e   pr a ctiti o n ers   p a y   n o   att e nti o n  t o  t e xt b o o k  

e c o n o  mi cs. I n cr e asi n gl y,  n e  w  c o  m  m u niti es   ar e  d e v el o p e d   wit hi n  a  n e x us  of 
pri v at e   o  w n ers hi p   a n d   c o ntr a ct.  I n  t h e    U nit e d   St at es,  f o ur-fift hs   of   n e  w  
h o usi n g   d e v el o p  m e nts  i n v ol v e    m e  m b ers hi p  i n   h o  m e o  w n er   ass o ci ati o ns  
( C o  m  m u nit y     Ass o ciati o ns   I nstit ut e    2 0 0 5).   I n   C hi n a,    all     m aj or    n e  w   
d e v el o p  m e nts  h a v e   w alls,  g u ar ds  a n d  pri v at e  g o v er n  m e nts (  W e bst er  2 0 0 2). 
I n  R ussi a ( L e nt z  a n d  Li n d n er  2 0 0 2)  a n d  S o ut h   Afri c a (J ür g e ns  a n d   G n a d, 
2 0 0 2;  L a n d  m a n  2 0 0 2),   w e alt hi er  citi z e ns  pr i v at el y  pr o vi d e f or t h eir s af et y i n 
g at e d  c o  m  m u niti es.  T h e  e  m piri c al f a ct  o n  t h e  gr o u n d is  attr a cti n g i n cr e asi n g 
a c a d e  mi c  att e nti o n fr o  m   m a n y fi el ds, i n cl u di n g  ur b a n st u di es, l e g al s c h ol ars, 
a n d     a nt hr o p ol o gists,     a n d    t h er e     h a v e     b e e n    i nt er n ati o n al    s c h ol arl y    
c o nf er e n c es t o  e x pl or e  pri v at e  c o  m  m u niti es (  Gl as z  2 0 0 5).   

T h e  gr e at  c h all e n g e  c o n c er ns  e xisti  n g  c o  m  m u niti es  of t h e tr a diti o n al 
g o v er n  m e nt al  str u ct ur e:    H o  w   ar e  t h e y   c o n v ert e d  t o   a   n e x us   of   pri v at e  
pr o p ert y  a n d  c o ntr a ct? 

R o b ert     N els o n   ( 1 9 9 9)    h as    pr o p os  e d    a    p oli c y   f or    c o n v erti n g   
n ei g h b or h o o ds t o r esi d e nti al  ass o ci ati o ns, si  mil ar t o t h e  p oli c y i n  St.  L o uis, 
w h er e  n ei g h b or h o o d  s   m a y  pri v ati z e ( F ol d v ar y  1 9 9 4).   U n d er   N els o n’s  pl a n, 
st at e l a  w   w o ul d  p er  mit  pr o p ert y  o  w n ers t o  p etiti o n t o f or  m  a  n ei g h b or h o o d 
ass o ci ati o n    wit hi n   a   pr o p os e d   b o u n d ar y.    A p pr o v al    w o ul d  r e q uir e   a n  
affir  m ati v e  v ot e  b ot h  of  9 0  p er c e nt  of t h e t ot al  pr o p ert y  v al u e  aff e ct e d  a n d 
7 5  p er c e nt  of t h e i n di vi d u al  u nit  o  w n ers.  T h e r el e v a nt  g o v er n  m e nts   w o ul d 
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t h e n   a ut h ori z e   a  tr a nsf er   of  s er vi c es   a n d   pr o p ert y  s u c h   as  str e ets  t o  t h e  
ass o ci ati o n,  a c c o  m p a ni e d  b y t a x  cr e dit s i n  c o  m p e ns ati o n f or t h e r e d u cti o n 
of     g o v er n  m e nt     e x p e ns es.      All     pr o p ert y     o  w n ers    i n    t h e     pri v ati z e d    
n ei g h b or h o o d   w o ul d  b e r e q uir e d t o  b e   m e  m b ers  of t h e  ass o ci ati o n  a n d  p a y 
ass ess  m e nts.  Si n c e t h e y   w o ul d  alr e a d y  h a v e titl e t o t h e r e al  est at e, t h er e is 
n o  fi n a n ci al  i  m p e di  m e nt,   as  t h er e    w o ul d   b e  if  t h e y   h a d  t o   b u y  t h e  l a n d  
afr es h. 

C o n v ersi o n  t o   ci vi c   ass o ci ati o ns    w o  ul d   n ot   o nl y   p arti all y   pri v ati z e  
l o c al   g o v er n a n c e,  it    w o ul d  als o  r es ult  i n   a  s hift  i n   p u bli c  fi n a n c es,    wit h  
l o  w er t a x es t o t h e  cit y, r e pl a c e d  b y ass o ci ati o n  ass ess  m e nts   w hi c h   w o ul d  b e 
m u c h  cl os er t o  g e o-r e nt.  T h e  ass o ci ati o n   w o ul d  g et r e v e n u e fr o  m  p a y  m e nts 
eit h er  e q u al  p er   m e  m b er  or  b as e d  o n  fr o nt f o ot a g e  or  pr o p ert y  v al u e.  T h e 
e c o n o  mi c  i d e al    w o ul d   b e   p a y  m e nts   b as e d   o n   g e o-r e nt,   b e c a us e  t h e  r e nt  
w o ul d   m ost  cl os el y r efl e ct t h e  v al u e  of t h e  c o  m  m u nit y s er vi c es.  B ut  e v e n if 
t h er e is, s a y,  a n  e q u al  p a y  m e nt  b y t h e r e al  est at e  o  w n ers, if t h e  pr o p erti es 
h a v e  a b o ut t h e s a  m e   m ar k et  v al u e, t h e  p a y  m e nts   w o ul d  h a v e t h e  eff e ct  of 
t a p pi n g  g e o-r e nt,   wit h  n o  e x c ess  b ur d e n. 

M y  pr o p os al ( F ol d v ar y  1 9 9 4) f or  a  n ei g h b or h o o d  c o n v ersi o n   m a k es 
t h e   m e  m b ers hi p i n  pri v at e  c o  m  m u niti es stri ctl y  v ol u nt ar y  a n d  o p e n t o  a n y 
r e al  est at e  o  w n er.    A n y  p ers o n  or  or g a ni z ati o n  h a vi n g titl e t o l a n d   w o ul d  b e 
a bl e   t o    p arti all y   s e c e d e,   t o     wit h dr a  w    pr o p ert y    a n d   s er vi c es   fr o  m   
g o v er n  m e nt al j uris di cti o n,  a n d  cr e at e its  o  w n  g o v er n a n c e.  T h e  g o v er n  m e nt 
c o ul d r e q uir e  a n  e xit f e e  or  o n- g oi n g r e nt al  p a y  m e nts t o  c o  m p e ns at e f or its 
s er vi c es t h at t h e  pri v at e  c o  m  m u nit y   w oul d still  b e n efit fr o  m. If   m ost  of  a 
n ei g h b or h o o d   wis h es t o  pri v ati z e  b ut s o  m e  d o  n ot, t h os e   wis hi n g t o r e  m ai n 
dir e ctl y   u n d er  t h e   g o v er n m e nt    w o ul d   c o nti n u e  t o    b e   u n d er   g o v er n  m e nt  
j uris di cti o n,  a n d t h er e   w o ul d t h e n  b e  a gr e e  m e nts f or t h e j oi nt  pr o visi o n  of 
s er vi c es s u c h  as str e ets t h at s er vi c e  b ot h   m e  m b ers  a n d  n o n-  m e  m b ers.   W hil e 
t his   m a y r es ult i n  a   m or e  c o  m pli c at e d  arr a n g e  m e nt t h a n t h at  of   N els o n, I 
b eli e v e it is i  m p ort a nt t o   m ai nt ai n t h e  v ol u nt ar y  n at ur e  of  ci vi c  ass o ci ati o ns 
as   m u c h  as  p ossi bl e. 

 
 
 

C  O  N  C L  U S I  O  N 
 
 
     T h e s h u nti n g  asi d e  a n d  dis p ar a g e  m e nt  of  p u bli c r e v e n u e fr o  m  g e o-

r e nt    h as    dist ort e d    e c o n o  mi c    a n al ysis    a n d    c o ntri b ut es   t o   i atr o g e ni c   
e c o n o  m y- h a  m p eri n g fis c al  p oli c y.   W e  n e e d  a  br o a d er  a n d   m or e i nt e gr at e d 

E C  O  N JO  U R  N  A L W A T C  H                                                                                                           1 2 6 



G E  O - RE  N T  

p u bli c    e c o n o  mi cs   t h at   r e c o g ni z es   t h e   f u n d a  m e nt al   r ol e    of   l a n d   i n   
e c o n o  mi es  a n d f ull y i n c or p or at es t h e  a n al ysis  of  p u bli c r e v e n u e fr o  m  g e o-
r e nt.   W e   will t h e n  n ot  o nl y  h a v e  a   m or e  c o  m pl et e  a n d  a c c ur at e s ci e n c e  of 
e c o n o  mi cs,    b ut   als o    e c o n o  mists     will    t h e n    off er    b ett er   r e  m e di es   f or   
e c o n o  mi c  pr o bl e  ms.   
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