year period represents real income during the period
but it becomes visible only on transfer. If the im-
puted income was taxed at source annually as an ad
valorem charge on the land, not only would it en-
courage the wealthy to hold a greater percentage of
their assets in liquid funds to meet the charges, but
would also most probably act positively in encourag-
ing a better use of land. In fact the tendency would
be towards freeing the real estate market of its log
jams caused by tax-haven seekers. The effects would
rebound throughout the economy as the supply of
land loosened. More people would use land rather
than hoard it and its selling price would be decreased
proportionate to the tax rate, thereby diffusing owner-
ship and earning ability.

As a sidelight let us look at what is happening in
Mexico, where the government has agreed under
pressure to permit owners to grant thirty-year leases
on choice location beach front property to aliens,
mainly wealthy US citizens. Although there is no
guarantee that a future government will allow the
leases to be renewed on expiration, at least one ban-

ker believes that around the year 2000 there will not
be enough wealthy Mexicans to purchase the expen-
sive properties developed by Americans, even if the
government restricts sales to native born residents.

With seaside lots in California costing $90,000 and
the Mexican equivalent costing only $12-16,000, the
attraction for Americans is easily seen. If, instead
of yielding to the pressures of land owners seeking
higher rents from rich foreigners, the Mexican govern-
ment decided to tax the desirable properties at near
rental value, the Americans’ bidding advantages
would still be retained but the lessening of the general
taxation burden on the poorer Mexicans who have
only their labour to offer, could help them to con-
siderably improve their earning capacity in a thirty
year period! At the end of which time more native
born people would no doubt be in a stronger position
to compete with the foreign invasion.

It would seem from this little story that not only
are Americans on the wrong tack themselves in trying
to achieve a more equitable distribution of wealth
through the income tax within their own country, but
that because of equally false policies pursued else-
where they are exporting and compounding the prob-
lem for the “have nots” of their Latin neighbours.
Let us hope that Professor Gaffney's light will burn
brightly in the future and that, if his advice is not
heeded at home perhaps it will be taken more ser-
iously elsewhere on the American continent where
the need for it is proportionately greater!

When Hungary Taxed Land Values

Fifty years ago LAND & LIBERTY published this delightful report by Dr. ]J. J. Pikler of the valuation and
taxation of land values in Budapest. It stands today as an excellent example of principles put into practice.
A fuller and more detailed report entitled Symmetry in Budapest (8pp) is available free on request.

NTRUSTED with the official

valuation of the 38,000 plots of
Budapest, by way of rating them
in execution of our statute con-
cerning site-value rates valid from
the year 1919 (the rate is one-half
per cent per annum on the market
value), 1 and my office
had no difficulties whatever in reg-
istering the market value of the
sites apart from the improvements.
We accomplished our task (deduct-
ing the time when every work was
suspended during two political
revolutions, the Republican and
Bolshevist one) in less than a year.

How easy, how free of doubt,
and how satisfactory the valuation
of the market value of the sites,
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apart from the improvements there-
on, was is shown by the fact that
the number of appeals will not be
more than some hundreds out of
the 38,000 valuations, a number
smaller than ever recorded in con-
nection with valuation for any
other rate or tax.

The total value of the sites
amounts (value of 1918, the new
valuation having to be published
and the rates revised in 1921, each
valuation being wvalid for three
years) to 3,400,000,000 Krowns for
the sites owned by private persons
and to 1,800,000,000 Kr. for the
sites free of the rate (city, State,
etc., sites), which has been, of
course, valued too, together to

4,800,000,000 Kr. The total of the
rates amounts to one-half per cent.
of the value, i.e., to 17,000,000 Kr.
per annum.

Our statute (rating of the market
value of the sites) is quite straight-
forward and comprehensive, as it
takes in account no other circum-
stance whatever than the market
value of the site and knows no
“gross value,” “full value,” “assess-
able value” or other such complex-
ities. The rate is the same (one half
per cent. of the market value)
whether the site is “agricultural”
or “building site,” used or dev-
eloped or not, whether the value
be great or small, whether the
owner be rich or poor or living
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HE work in Budapest was

carried out with a very
small staff and consequently
with very little cost within a
very short time. Valuation of
the 36,000 sites occupied 8}
months.

here or abroad, etc. Our task was
a very simple and easy one; we
secured the peaceful co-operation
of the owners, who understood at
once that they had only to see
whether the market value of their
sites (expressed per square unit)
was fixed in right relation to that
of their neighbours, and to that of
the remoter sites: Perceiving that
any favouritism is absolutely and
technically excluded by the sim-
plicity and transparency of the
system, they helped to carry out
the work of the valuation in the
smoothest way.

I reproduce here some of the
short and typical discussions that
we have had with one or other of
the owners.

“Why is my site valued 2,400 Kr.
per square unit and that of my
immediate neighbour 1,800? Isn't
it unjust?” asked one of the owners

“I am quite convinced,” was my
answer without looking into the
rolls and without knowing what
site was concerned, “that you know
that by heart and better than I
know. Wouldn't you help me and
tell me, without troubling me to
look into the rolls?”

The owner smiled: “Well, mine
is a corner-site and my neighbour’s
is not.”

“Well, then, it is indeed not
necessary to look into the rolls
and maps.”

“But this is not all 1 have to
say, for there is another corner in
the neighbourhood, which is valued
only 2,100 Kr- per square unit.
What for?”

“Is it? Then I would be, indeed,
very obliged if you could tell me
the cause of that, too, yourself.”

“You are very astute,” says he,
“my corner faces three streets
while his faces only two. I have
been told that you are a very clever
and polite man, as I see you are.
It is a very solid work you have
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performed; it is, indeed. But could
not you, nevertheless, reduce my
valuation to 1,800 Kr. per square
unit, too?"”

“You see that that is quite im-
possible, for your neighbour might
be quite as clever as you and I are,
but perhaps he might be less polite,
and if I were to put his value just
as high as yours or yours just as
low as his, he might call me names
and could easily have me dismissed
from this office; and he would be
clearly right.”

The owner retired smiling and
pocketed his appeal, which he orig-
inally intended to hand in.

Another of the owners, learning
that he had to pay a given large
sum as site-value rate for the
twenty-four sites he had held for
the past twenty years, raised a
great cry about “robbery and
cruelty!” in my office: 1 quieted
him by saying that lamentation
would be quite useless and super-
fiuvous, but that he might calmly
hand in his appeal against the
valuation.

“Oh!"” said he, quite calm at
once, “I have nothing to say
against the valuation itself- The
valuation itself is quite correct; I
must say, it is a quite reasonable
one.”

“What are your wishes, then?
We are only administering the
statute and we are administering it
quite correctly, as you yourself
say.”

“Then the statute must be al-
tered or abolished, for if statutes
like this are made people must
emigrate from this town and
country.”

“We are not here to judge the
justness of the statute, but to
administer it. As I am, however,
the man who initiated the statute
and as I have styled it myself, and
as I am quite convinced of its jus-
tice, permit me kindly to ask you
whether you really mean to say
that as this site-value rate makes
it difficult for you to hold twenty-
four sites for yourself, that that
could cause other people to emi-
grate who hold no site at all? 1
think rather that as far as this rate
should keep you from holding
twenty-four sites, and their value

and the increment of their value
for yourself, that just so far it
should keep other people from emi-
grating from this country and
town.”

“Do you, perhaps, mean to say,
sir, that I shall sell my sites?”

“You do not need to sell all of
your twenty-four sites. It will do to
sell one of them, and out of that
selling-price you can pay the site-
value rate of the twenty-three
others for a nice number of years.
The times are hard enough, sir,
that a sensible man might be con-
tent to only hold twenty-three
sites! But that is, of course, only
my private opinion. The statute
says nothing about selling or not
selling; it speaks only about paying
or not paying.”

The hearers (there were many
people in the room, all owners of
sites) smiled and nodded content-
edly, and my man parted unrecon-
ciled; but he did not hand in his
appeal.

A third little discourse:

“You valued this site of mine
60 Kr. per square unit.” said the
owner. “This is a mistake; for I
bought it, as I can prove, in the
year of the valuation for 30 Kr. per
square unit.”

“Have you, sir? Then I have to
congratulate you for having pur-
chased so cheaply. You have
made, undoubtedly, a very good
bargain.”

The looks of my owner, which
were till that moment very severe,
grew by-and-by quite radiant.
“Indeed, I bought the neighbouring
site three weeks later for 60 Kr.
per square unit,” boasted he, and
drawing himself up emphatically,

EOPLE are inclined to

think that the yearly
revision, with its opportun-
ity for appeals, etc., causes
more work than that made
periodically at longer inter-
vals, The contrary is the
case, The work of revision is
easier and simpler, and the
valuations grow more and
more reliable, the shorter the
intervals are.

LAND & LIBERTY




he added, full of pride and satis-
faction, “and that was an uncom-
monly cheap price, too!”

“So I guessed well?”

“You did, indeed, sir!”

“What then about your appeal,
sir?”

“I think we can let it alone.”

And so he let it, indeed.

There were, I was happy and
proud to hear, many owners who,

DANGER - EXPERTS AT WORK

as they said, declared willingly to
pay this rate, it being the first
logical, understandable and, in
principle as well as in execution
and in effect, just one, after all the
mentally and morally corrupt and
corrupting ones they had experien-
ced. And if the majority of the
owners are not of this view, yet
none of them really thinks that
this rate could ever be shifted; and

Roy Douglas

A REMARKABLE article appear-

ed in the New York Times on
July 30, written by Professor Paul
Samuelson, who is one of the most
distinguished living economists. In
this article, Samuelson gave a
gloomy picture of the pressure
rising in the United States for pro-
tective tariffs. Obviously Samuel-
son himself deplored this trend on
economic grounds. Anyone who
thinks that parliamentary democ-
racy, for all its faults, is better
than communism, can think of the
likely world-wide repercussions,
and will deplore it on political
grounds as well.

What, then, is happening? The
answer may be given in two
words: Trade Recession.

This same trade recession is
being felt in our own country.
Here, the effect is that strong
business pressures are being exer-
ted for entry to the Common Mar-
ket. What is the use of telling
people that we shall need to import
half our food from outside Europe
whether we join the EEC or not;
that we shall have to pay a lot
more for that food if we do join;
that high food prices will bump
up productive costs, and make it
harder for the businessman to sell
his goods in world markets? What
is the use of pointing out that a
large number of British business-
men who are currently rooting for
the Market will land up in Carey
Street if we do join?

The plain fact is that neither the
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American nor the British reaction
is based on sense or even self-
interest. Both are based on panic.
One of the commonest and most
ghastly mistakes made by people
who know a little history is that
they look for deep-seated, subtle
conspiracies. Conspiracies do indeed
occur all over the place; but most
conspiracies fail, and the more
complicated they are the more
likely they are to fail. Neither
American protectionism nor Brit-
ish marketeerism is so much the
product of conspiracy as of blunder.

Suppose you have a lot of people
in a crowded theatre, and some-
one shouts, “Fire!” Perhaps the
theatre is on fire; perhaps it is not.
What is quite certain is that there
will be a rush for the gangways.
Now someone else shouts, “The
exit is over here!” Sure as fate,
most of the crowd will surge in the
direction he is pointing, without
asking themselves what reason he
has for knowing, or whether the
exit to which he is pointing is in
fact blocked. As likely as not there
is no fire, and as likely as not the
people cannot all escape through
the exit whether the fire exists or
not. Nevertheless, it is a fair guess
that a lot of people will be injured
or killed in the rush.

Something like this happens in
economic history. At a moment of
crisis (like a war which is going
badly, or a trade depression), some-
one shouts that he has found a
solution. If he has a lot of people

none of them says that site values
cannot be separated from the
values of the improvements there-
on, or that these values are not
always and everywhere separated
by sellers and purchasers them-
selves.

The site-value rate of Budapest
is by no means a theory: it is the
most substantial fact you ever
heard of.

organised to say, “Yes, how right
you are!,” the chances are that
the particular “answer” he claims
to have found will in fact be fol-
lowed.

In 1846, this country had pro-
tective tariffs, and was in the mid-
dle of an economic depression. A
lot of people who had been shout-
ing “Free Trade” ineffectually for
years were suddenly listened to.
The Corn Laws were removed. In
the ensuing couple of decades, the
Protectionists were increasingly
demoralised, and other trade re-
strictions were removed as well.

In 1931-2, when we had relative
Free Trade, there was another eco-
nomic depression. A lot of people
who had been shouting “Protect-
ion” ineffectually for years were
suddenly listened to, and whacking
great tariffs were slapped on. In
the period which ensued, the Free
Traders showed just the same signs
of general demoralisation as the
Protectionists had exhibited eighty-
five years earlier. As far as I know
the weight of economic argument
one way or the other on the Free
Trade - Protection issue had chang-
ed precious little in the intervening
period.

In 1917, the Russian armies were
being defeated in the field. A phil-
osopher called Marx had argued
that the economic system called
feudalism would eventually give
way wherever it existed to an eco-
nomic system called capitalism,
and that capitalism in its turn
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