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Optimal Departure
from Henry George Policy

ST TS |

The Henry George Theorem asserts that the optimal amount of
the public goods should be exactly equal to the total amount of
land rent. This implies that the optimal tax rate on the land rent
is 100%. This theorem was originally developed in the framework
of the static model. We will examine the theorem in a dynamic
framework of the overlapping-generations model, and also under the
international capital movement. We derive that this theory holds true
in the overlapping-generations model regardless of the preference of the
individuals. However, the Henry George theorem does not hold when the
saved income of the home country is invested to the land of the foreign
country in which the tax on land rent is less than 100%, assuming
that the home country is sufficiently small. We derive that when the
international interest rate is sufficiently higher than (or close to) zero,
the optimal tax rate on the interest is smaller (or bigger) than 100%.
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