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no tax with tax change
consumer surplus A+B+E A -(B+E)
producer surplus C+F+D D -(C+F)
tax revenue none B+C B+C
total surplus A+B+C+D+E+F A+B+C+D -(E+F)
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“Most taxes, noted George, stifle productive behavior. A tax on
income reduces people’s incentive to earn income, a tax on wheat
would reduce wheat production, and so on. But a tax on the
unimproved value of land is different. The value of land comes from
two components, its natural value and the value that is created by
improving it (by building on it, for example). The value of a vacant
lot in its natural state comes not from any sacrifice or opportunity
cost borne by the owners of the land, but rather from demand for a
fixed amount of land. Therefore, arqued George, because the value
of the unimproved land is unearned, neither the land’s value nor a
tax on the land’s value can affect productive behavior. If land were
taxed more heavily, the quantity available would not decline, as with
other goods; nor would demand decline because of land’s
productive uses. By taxing the whole of the value of unimproved

land, the government would drive the price of land to zero.” B
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D. Conclusion
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