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Suppose that employees always paid their taxes at year's end in a lump 
sum!  Wouldn't that make almost everyone angry?  Of course.   On the 
other hand, suppose taxes were withheld from bank account interest as 
once was proposed.  What happened to that proposed reform? Banks 
killed it.

Yet, the property tax is collected on an annual basis.  As a result, the 
lump sum payment of real estate taxes makes it resented more than any 
other tax. The payment of property taxes on an annual basis may well be
responsible in part for the anger it creates, as well as the misunderstood 
view that it is a tax on a "thing."  

Of course we know that the property tax is really two distinct taxes -- the
tax on land values and the tax on buildings - that each work in very 
different ways.  Yet when property owners think of their property tax, 
they seldom think of it as a tax on land - they only think only about the 
building they live in.  Therefore, for example, when property owners 
contest their assessments, they far more often challenge the valuation of 
the improvements than they do the land, even when the land value may 
be the greater component.  When owners look for "comparables," they 
look at the ages and sizes of structures; assessors offer up similar parcels
for comparison when they want to justify valuations.  They usually 
overlook the factors that determine the market price of land sites.

All this encourages taxpayers to think of their property taxes as levies on
things, not on what they mostly are in reality: the taxes on the flow of 
land rents.  What is land rent? Briefly, land rent is the price annually 
paid for the exclusive right to use a certain location, piece of land or a 
desired natural resource.  The land’s value stems not from anything the 
landowner does, but instead its a reflection of the economic vitality of 
the neighborhood or region.  Most often, this goes into the pocket of a 
landowner - his "free lunch"- rather than the people who created that 
rent: all of us.



Property taxes historically were just as often taxes on "things," not just 
houses, but cars, luxury objects, items of indulgence, and so on.  
However, difficulties in their collection gradually led to their abolition. 
We no longer tax household goods, farm animals, trees, etc.

This has led to misunderstanding of some taxes.  For purposes of 
taxation, for example, we have a difficult time defining what is, and 
what is not, capital.  All this confusion has led us in the direction of 
levying taxes on wages - those, we conclude at least, can be measured 
and assessed.  How tragically wrong an assumption for the worker, and 
how wonderful for the rent-seeker!

Wages are paid for labor, and paid regularly as work is performed: your 
paycheck.  Perhaps - if we stop and think - we might someday also see 
the virtue of taxing the continuous flow of land rent on a regular and 
periodic basis if we can understand that locations yield rent in the same 
way as wages.  Now, we allow the rent to be capitalized in a market 
price after a duration, and then paid off (if at all) in a lump sum.  And so 
the once-a-year hit that we take on our property tax bill leads both to its 
misunderstanding and to its resentment.  It also leads to powerful 
political pressures to exclude capital gains from taxation altogether.  But
if we were to pay a land value tax on a frequent and regular basis, it 
might lead to much better appreciation of its form and causes.


