structure of the economy, security of property
rights, viability of contracts and freedom of
exchange in capital and financial markets.
Last year Hong Kong topped the index, with a
score (out of 10) of 9.6, followed. by
Singapore (9.4), New Zealand (9.2), US (9.1)
and the UK (9.0).

Saatchi and Warburton interpret that evi-
dence as supporting the theory that
“individual prosperity is considerably greater
in liberalised ies”. But the el of
that index do not offer policymakers concrete
guidance. Why, for example, is Hong Kong
the consistent winner of such comparative
studies of freedom? Could it be the distinctive
source of public revenue (a heavy reliance on
rental income, which makes possible very low
rates of taxation)? Without answers to such
specific questions, it will be difficult to build
a consensus around the conclusion favoured
by Saatchi and Warburton: that governments
should reduce their tax-take.

Table 1: Gain in Output and Per Capita Income
from switch to the Rent Revenue Policy (1993)

NDP NDP per capita
$ bn $
UsA 1,602 6,902
Canada 275 9,142
France 879 15,166
Germany 1,018 12,406
Italy 815 14,128
Japan 1,535 12,284
UK 716 12,133
Total 6,840

Source: Fred Harrison (ed.) The Losses of Nations,
London: Othila Press, 1998, p.vi.

But that throws the question back to the
estimation of the deadweight losses of specific
taxes, which then need to be added up. Saatchi
and Warburton are pessimistic about being
able to execute such an exercise. That pes-
simism is unwarranted. Economists at Virginia
Polytechnic Institute and State University have
started to refine a model that yields estimates
of the negative impact of conventional taxes
(table 1). The yardstick against which to assess
the scale of losses? They compute the produc-
tive capacity of the y if g
employed the benign policy for raising rev-
enue (charges on the flow of land and resource
rents). A ding to their calculati the US
is now losing nearly $2 trillion a year for no
better reason than that Congress insists on
employing taxes that favour landowners and
penalise the working population!

roll in the shift of taxation in favour of the

owners of land. In Britain, the Liberal gov-
ermnment of 1905 tried to reverse the trend, but
landlords in the House of Lords fought tooth
and nail to prevent the reintroduction of a ded-
icated land tax. Their victory set the scene for
the 20th century trend, which was to untax

IN MODERN history, Pitt played a leading

London: Routledge, 1999,
our Land, Londor: Othi, 1997.
M 16401799, London: Bell, 1913.

= Eric Evans

That people resent this fiscal history is

conflict of interest,” as Roth put it
Taxation’s corrosive impact on morals is
illustrated by the way the public in general
condones tax-dodging, which is akin to a
popular sport. But isn’t it wrong to avoid
paying for public services? The answer
d ds on i about citizenshi

evidenced by ion of of work
and of investment, which distorts the econo-
my. Thus, the systemic flaw can be corrected
only by shifting the structure of public
finance back onto resource rents. That would
put history in reverse. Is that possible? Given

and property rights, and on the level of analy-
sis that is applied. A good case can be
mounted for arguing that there is no such
thing as tax evasion — if the test is the one
applied by Roth: people should pay for

the massive losses inflicted by
policies, the pertinent question is: Do we
have a choice?

The damage is not limited to material
losses. Cultural impoverishment cannot be
quantified by economists’ models. In the
1950s, for example, Americans discovered
that the tax system nourished “widespread

wealth and penalise people’s earned i
(table 2, page 6).
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luding bribery, 1
ment, influence peddling, and rampant

joying “the bl of America”.

People are not fools. They know that
when they buy or rent residential or com-
mercial property they pay for “the blessings
of America”. For the rent (or its capitalised
form, the selling price) is a precise measure
of the value of the benefits they would
derive from using natural and/or public
services in the locality. People rent or buy
their way into the services they want from
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