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There seems to be some question among the profession of real estate agents and brokers 

in this country about whether the shift from a conventional real property tax to a land 

value tax (LVT) would work to their advantage.  The argument is easily made, and often 

has been, that it would be in the public interest – this is true for many reasons, most of all 

because such a tax comports with all the textbook principles of a sound tax theory, as 

well as facilitating greater environmental protection and better urban land use 

configurations. 

 

The reason, put quickly, why LVT should be attractive to Realtors® is because it 

increases the fluidity and facility of the market.  Under current practices, there is an 

incentive for titleholders of sites to hold them, regardless whether they are being used 

most efficiently or not.  The advantage of doing so is in the hope that proximate sites will 

be improved and an increase in the neighborhood land values will ensue.  Because the 

holding costs – in the form of taxes and other encumbrances – are frequently less than the 

rate of inflation, it is to the advantage of a titleholder to do nothing, to sit on his holdings 

in the hope and expectation that they will gain in market value.  This practice exerts a 

depressing effect on development and on the responsiveness of the market to changes that 

would otherwise take place.  The turnover of parcel ownership is thereby reduced, and so 

with sales and commissions.  With LVT, the rate of turnover sales should increase. 

 

A second reason why Realtors® should be pleased with LVT is that the “lock-in” effect 

of taxes is reduced and even eliminated.  “Lock-in,” in tax jargon, is the effect whereby a 

titleholder is discouraged from selling because the result of doing so will bring about a 

financial loss.  Consider, for example, the results of Proposition 13 in California where 

the tax burdens of long-time homeowners are far below what current assessments would 

call for, and where by selling their homes titleholders might be subject not only to some 

capital gains but a far higher burden when trading for a smaller, more suitable, situation.  

Many other states have enacted provisions that have similar consequences.  Yet by taxing 

only the land without the constraints of other provisions, not only are burdens put in line 

with real market value, the “excess burdens” of the transactions are eliminated.  This also 

makes for a more responsive real estate market and for the greater activity of Realtors®. 


