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Seven submissions supporting revenue from site values have been sent to the
Victorian Govermment Inguiry into Land Tax. One of these was from Mr. Bruce Every.

1. INTRODUCTION

It is the contention of this submission
that a properly constituted and admin-
istered tax based on the unimproved
value of land is the most just, equitable,
practical and economically sound
method of raising public revenue.

This submission consists of three
tnajor parts, namely, the nature of land
tax, the practical implementation with
reference to the terms of reference and
recommendations.

2. THE NATURE OF LAND TAX

.1 Site Rental

That part of the national income
which is due to the labour and capital
of individual citizens is theirs by
natural right. The Government has no
right to demand any part of it for public
revenue. That part which is due to the
presence and industry of people
collectively is publicly-created. No
individual has a moral right to this. The
Government has a moral duty to collect
the whole of this part of the national
income for public revenue, as trustee
for the people, to use it to carry out those
tunctions which can only be carried out
appropriately by the government and
for which revenue must be provided.
When this publicly-created part of the
national income is not collected by the
GGovernment and is allowed to go to
private individuals, gross inequality is
created between those individuals and
the rest of the community. Not only do

these private individuals receive what
they have not earned but the Govern-

ment is then forced to demand in taxes
part of the individual share to which
the individual alone has a moral right.

The publicly-created portion of the
national income is the site-rental value
of the land exclusive of cultivation,
buildings and all other improvements
on the site. This site-rental value is the
amount which tenants would be
prepared to pay annually for the
exclusive use of the site. The site value,
price, or unimproved capital value of
the gite is the capitalised value of all
the expected future annual site-rental.
The sum of the future rent is suitably
discounted because of the fact that a
dollar received in ten years t{ime is
worth considerably less than a dollar
received today.

2.2 Relationship between Site-rental
Value, Land Tax and Price.

The relationship between the annual
gite-rental value, land tax and the
market selling price of land is demon-
strated in the following mathematics.

If Tax rate on land value

Real intérest rate

Current selling value of land
Full selling of land hefore tax
Site-rental or economic rent
of land before tax,
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To put some figures to it, a typical
Melbourne site may be valued at
$60,000 (V) and may be paying council
rates based on the site value of $600i.e.

t equals 600/60,000 equals 0.01 {1%). If
we assume that the current real interest
rate is the long term bond rate 12%
minus inflation rate 6% mn_:&m 6% i.e,-
i equals 0.06 . The economic or Ewm-
H.mamw value E is found to be $4200 per
annum i.e. $80 per week. If a further 1%
land tax was imposed making t equal to
0,02 then the selling value would
become 4200 / (.02 + 0.08) equals
$52,500. Note that a 50% tax would
reduce the selling price to 4200/ (0.5
+ 0.086) equals $7500. The percentage
of the site-rental collected is as shown
below.

%taxrate % of site-rental
on site value collected
0.5 8
1.0 14
2.0 25
5.0 45
10,0 63
20.0 77
50.0 89
100.0 94
200.0 97
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financial year. Taxes on payroll and
stamp duty could be vastly reduced
at this stage.

4,4 The tax rate on residential land
should be increased at the rate of
0.2 cents each succeeding year until
the rate is equal to 1.4 cents per
dollar as for commercial land.

4.5 The exemption for “Primary
Production Land” should be
removed with the tax rates the same
as for residential land.

4.6 In seven years when all the land is
taxed at 1.4 cents in the dollar the
tax rate should be increased and
other taxes progressively decreased
until they have been abolished.

GOOD NEWS FROM AMERICA

(From the Report of the New York
Henry George School of Science)

The year 1990 comes to a close with
rmomentous events taking place in the
world. From the breakup of communist
governments in Eastern Europe to the
breakdown of governmental services in
New York City, recent world events
show that the need for sound under-
standing of George'’s economic analysis
and application of his reform could not
be more strikingly urgent. And your
school is poised to meet the need both
hers and abroad.

" Resulting from our involvement in
the conference on “Concepts and Proce-
dures for the Collection of Rent in the
Soviet Union,” held in New York, the
school has been invited by public offi-
clals to conduct courses in Georgist
gconomic philosophy in Estonia and
Leningrad next spring. The City of
New York, in its endeavour to reform
the property tax, invited the school,
through our Center for Local Tax Re-
search, to join the New York City
Real Property Tax Reform Advisory
Group organized by the Department of
Revenue.

Of equal significance is the reception
that the programs conducted at our
headquarters have received. Over five
hundred students earned certificates for
completing courses during the year,
Another four hundred attended forums
and seminars, taking us well on the way
to establishing the school as a well at-
tended, recognizable community ser-
vice institution.

Our high school program reached yet
mote students and teachers this year
with the introduction of the American
History video “American Heritage”, and
Land and Freedom-World History les-

son series, “The Industrial Revolution”.
Over six hundred teachers have ob-
tained land based economics and his-
tary materials for classroom use. The
semi-annual New York Urban Work-
shop brought more than eighty of the
brightest area high schoeol students to
our headquarters to hear public offi-
cials, business leaders, and Georgist
speakers address timely issues.

The important work of the school is
being taken to specific groups and gen-
eral audiences by the HGS Extensions
and Alfiliates in other cities in the U.S.,
Canada, ard the Dominican Republic.
Georgist books and study materials have
also gone into high schools, colleges,
and the university that serves the West
Indies in Antigua and Jamaica.

New teachers have been added to the
faculty and more are being trained. The
staff has been increased and fresh op-
portunities to make an important differ-
ence in the world are before us. The
other ingredient we now need is your

‘financial support. Join us and become

a frue partner in striving for a worthy
goal,

DISCUSSION SUGGESTIONS

1. Reasons for slow progress and even
the reverse of LVT throughout the
world;

2. Proposals for other methods o get
our goal: pay for land value to the
common treasury instead of private
owners.

ad 1.

In 1968, at the international con-
ference at Caswell Bay, Roland
(O’Regan explained in his paper our
lack of progress on p.8 as follows:
“No one likes paying taxes, and every
land tax payer becomes an opponent
of the land tax. In addition he has an
added motive to oppose a land tax
in particular, and I think this is im-
portant. A tax on land values reduces
the value of a property by the amount
of tax capitalised. Conversely any re-
mission of the tax means an increase
in selling value of the property, i.e.
a capital gain, and every land cwner
reaches out at some time for this glit-
tering prize. This is the motive keep-
ing alive the constant pressure to
abandon land-value taxation in the
municipal field. Land-value taxers,
in their efforts to destroy the evils of
private property in land, are fighting
a continual battle which is never
won, and for this reason a further
step is required to secure the gains
made.”

Since, Canberra starting with LVT
(SVR), is lost. New Zealand will be
lost in due time by prohibiting polls
on the subject. In Australia no prog-
ress. In RSF we are hopeful to add
Cape Town tathe list, butin the other
provinces there is a standstill for de-
cades already. In Pennsylvania there
are a lot of ‘World Victories', but after
a mere beginning the opposition due
to that ‘glittering prize’ is growing
already. In the rest of the world no
progress whatsoever, Please make a
reprint of Roland O'Regan's paper of
1968! He warned us already a quarter
of a century ago — install a study
group to listen to his warnings!
ad 2.

On page 12 of his paper, Roland
O’Regan says: “We should know why
and how the problems of monopoly
ownership, valuation, rent determi-
nation and legal problems of defini-
tion and administration can be over-
come. We should be deeply involved
in this and similar efforts.”
J. J. Pot,
Lunteren, Netherlands.

If you buy a product, your money

flows to land and labour.

So the labourer cannot buy his

own product!

If thelandowner spends his money,

the labourer gets his wage, but then

there are less products to buy.

And the labourer asks a higher wage.

John Pot,

Netherlands

THOUGHT-PROVOKING

Between 1982 and 1989, the Western
nations — including the United States
and the U.5.5.R. — sold Irag more than
$42 billion in military hardware, or 28%
of all worldwide arms purchases during
that period.

In fact, each year, military spending
devours onetrillion dollars. That’s more
than the total income of the poorer half
of the world’s people.

U.S. Henry George Newsletter,
Jan.-Feb. 1991.

PERCEPTIVE

The first panacea for a mismanaged
nation is inflation of the currency; the
second is war. Both bring a temporary
prosperity; both bring a permanent ruin,
Both are the refuge of political and
economic opportunists.

Ernest Hemingway.
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of the demand from the community’
at large for the use of that land; the:
local planning authority might zone’
aremote tract of moorland for offices,
housing or anything else, but the
sheep would safely graze.

The effect of infrastructure on land
values is dispersed. This is no doubt
why the Government's attempts to
get developers to pay for new
underground lines in London met
with a cool response; there is at
present no mechanism for ensuring
that all of the beneficiaries contri-
bute towards the cost.

3. The primary value of land is its rental
valus, the stream of rental income
which the land yields; selling prices
are derivative, being merely the
capitalisation of the income stream,
This year's harvest pays the rent.
Where new infrastructure is con-
cerned, the point at issus is not its
initial construction but its continu-
ing availability as a service.

4, Attempts to collect betterment when
development takes place are a
disincentive to development. Such
legislation has encouraged land-
owners to keep sites off the market,
awaiting the inevitable repeal.

Once the above points are recognised,
it should not be difficult to appreciate
that the only effective way to collect
betterment and other ‘windfall’
increases in land value is by means of
a property tax in which the assessment
is the annual market rental value of the
site. Now that the poll tax is on the way
out, and with continuing discontent
over the Unified Business Rate, the
Government ought to realise that their
replacement by a rate based on site
values would resolve this and other
outstanding problems ‘at a stroke’,

Henry Law,

(Queen’s Gardens,
Brighton, U.K.

“The Planner”, 8/2/91.

ho

USER PAYS

The “user pays” principle is being
grossly misinterpreted by some A.C.T.
people.

The entire community pays the taxes
which provide our public infrastructure.
Taxes averaged $6,333 per man, woman
and child last year, about half of it un-
seen and unrecognised in prices. Taxes
were up to 12.5% on 1987/88. ABS 5506
refers.

Infrastructure sustains and increases
land values. The community then pays
again in escalating rents, also passed on
in the prices of all goods and services.
Many pay again in rising residential
rents, too.

Rates on property owners are a mere
$210 of $6,333, with land taxes another
$50 per head of population. Yes, it is
time the real beneficiaries paid their
way!

The miserable $6 million said to be
needed to save A.C.T. schools will in-
crease rates next year from the 1.32%
recently announced to 1.44%. This will
still be way below the 2.53% of 1982-83
since when A.C.T. land values tripled
in six years to January 1988. It may cost
average home owners about $50. This
covers their families toe, without
matching tax price increases which
create further bankruptcies and un-
employment and poverty for still more
families.

How fair dinkum is our NIMBY edu-
cation lobby, still seeking public expen-
diture on cuts in other backyards they
don't even specify?

Bill Mason, Pearce A.C.T.
submitted to
Canberra Times” 14/10/90.

LETTER FROM MR. DOWE

The Secretary

Georgist Council of Australia
31 Hardware Street
Melbourne, Vic. 3000

Dear Colleague,

I appreciate receiving all your com-
munications, and regret that at present
I can take no active part in Georgist
activities.

May 1 wish you well in the heavy

work and responsibilities relating to the
International Georgist conference in
Australia. I will support you financially
as far as possible.
How best to promote the Georgist cause
must cause us all deep concern. After
over a century, we have not made the
impact on the world which, George said,
truth is bound to make.

There may be SEVERAL causes, but
out of them I will indicate three diffe-
rent factors, which I have often indi-
cated in the past, and which cannot be
overemphasised.

1. The persistence of Georgists, world-
wide in following Gsorge’s error, i.e.
using the land-value terminology in-

correctly (from “P&P” onwards), and
identifving land-value with rent,
The worst {feature of it all is the
“taxation of land-values” an erro
which has already wrecked our ter-
minology and our impact on the non-
Geaorgist world, as well as economic
integrity.
Although a considerable number of
Georgists in Australia and else-
where, have been convinced of whal
I say and support me, the majority
have not seen the light, and we con-
tinue to be totally ineffective.
George himself effectively corrected
himself on Value in “The Science of
Political Economy”, but he did no
himself see the errors of his ways,
and most Georgists are blissfully un-
aware of the contents of that book.
Fortunately the late Dr. H. G. Pearce
understood it (see his “Value — Nor-
mal and Morbid").
2. A second powerful cause of our inef-
fectiveness is our failure to make per-
sonal contacts among the people of
our world. Much of our literature is
good and effective, but where are our
personal contacts?
Our persistent use of the word tax,
really falls under No. 1, but is par-
ticularly fatal; e.g. the Victorian
League now calls itself “Tax Reform
Australia”. We should not advocate
tax reform, but tax-abolition. Did
Wilberforce or Lincoln ever advocate
the reform of slavery?

W. A, Dowe,
74 Dennis St.,
Lakemba, NSW 2154,

- URBAN STUDIES (LVT) FROM
AUSTRALIAN NATIGHAL
UNIVERSITY

The following items are available free
of charge from the Secretary, Urban
Research Program, Australian National
University, GPO Box 4, Canberra, ACT
2601, telephone (06) 249 2297.

‘Land Value Taxation and Housing
Development for Three Cities in
Pennsylvania’, URU Working Paper No.
13, by Steven C. Bourassa (Canberra:
Research School of Social Sciences,
Australian National University, 1989),
and

‘Land Value Taxation and Housing
Development: Effects of the Property
Tax Reform in Three Types of Cities’,
by Steven C. Bourassa (reprinted from
The American Journal of Fconomics
and Sociology, January 1990).
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for land and a consequent rise in land
prices and land rent which cancel out
most of the benefits we hoped for.
These results follow inevitably from
our present tax system. Those who put
land to good use are heavily penalised
by taxation, but those who leave
valuable land idle or use it badly pay
little or no tax. .

Hence landowners are able to
‘withhold land from use with little or no
penalty and can therefore wait until
competition between intending users
farces up the price of rent of land to the
highest monopoly levels. Even then
landowners often prefer to keep their
land idle rather than selling,

There is one simple remedy, namely
to take all site values for the Nation in
the form of an annual rental tevenue
payment on all marketable land, on the
basis of site value and whether the land
is used or not,

Under such a reform, land would lose
its speculative value and owners would
be obliged either to develop or abandon
to those that wished to develop. The
abolition of speculative land values
would leave developers and manufac-
turers far more monay to spend on
actual building and equipment. Public
bodies could acquire land more cheaply
for parks, schools, spartsgrounds, etc.
At the same time the public collection
of site values would make possible the
elimination of most of thé taxes that at
the moment stiffe production and raise
prices.

In this way, and this way only, can
we achieve full employment without
raising prices. :

The Australian Rights Movement,
P.0. Box 747, Nedlands 6009.

WHY GEORGIST MESSAGE
IS NEEDED

The primary cause of death in New
York City for persons 12 to 26 years old
is murder. A black youth in the state of
California is more likely to die of muz-
der than to graduate from college. 77%
ol deaths of Americans 15 to 24 years
old come from accidents, homicide or
suicide.

There are more American black youth
in prison than in college.

65,000 children die daily of starvation
around the world, yet enough food is
potentially available for all of them;
meanwhile, aduits spend at least $A1.8
million on weapons.

The young in the U.S.A. will inherit
a$200 billion debt, or, a baby born today

in the U.S.A. arrives owing $65,000 on
the national debt.

One out of every child under the age
of six years is living in poverty in
America today.

(From “The Coming of the Cosmic
Christ”, by Dominican priest Michael
Fox, whose advocacy of Georgism was
featured in our September 1990 issue.)

COMMENT

Henry George warned of dire con-
sequences if radical social justice was
not implemented; alas, his predictions
seem to have too much truth.

By Stephen Cantor
Paper read at Adelaide Conference,
Janunary 1991

What do we really want to achieve?
Land Value Taxation? Site Rent Collec-
tion? Rental Value? Free Trade? Demo-
cracy? Justice? Most likely all of these
things but to my mind none can be a
primary goal. Over those issues war was
waged in our ranks for 100 years and if
those issues remain our goal this war
will go on for another 100 years. But
times, circumstances and attitudes
change. On that basis I suggest, and I
take this from my understanding of the
spirit of Henry George and not of the
theory.

First he wanted “betterment for life
on earth”, Add to this “all life on earth”
regardless whether this is Homo sapiens
or whether it is a whale, an earthworm
or a microbe, We have to share our earth
with all creatures and we all need land
to live.

The next question is, “how do we
want to achieve this”? The answer is by
new, different tax paradigms.

The third is, “how do we go about
doing this?”, and the answer, “by re-
moving from human exertion the im-
posts of taxation and to collect instead
the communally created values of land
for government revenue”.

With that, we have moved from the
abstract reality of life (betterment) to the
concrete realities of life (taxation),
thereby uniting in our new attitude
what all religions and philosophies
teach us, the harmony of the universe,
Once we acknowledge and respect this
universal harmony and maove from a
Darwinian analytical concept of taxa-
tion to an all embracing wholistic out-
look on taxation we shall be able to

move forward and be free from the limi-
tations of two-dimensional thinking.

I 'am sure this will not only raise the
eyebrows of many but some will close
their eyes in humble recognition of the
damage our concept of dominating the
earth by science and technology has
brought to all life on earth. To rectify
those errors is our task for which we
believe we hold a solution through our
taxation system. To meet the challenges
of the 21st century we have to make our
message heard and understood. We
have to unify. This may be the task of
this gathering; [ do not expect a clear-cut
program to come from it at once, bui a
glimpse, a better understanding of this
shift of emphasis from the two-dimen-
sional to the three-dimensional I do ex-
pect.

I do not believe that any theory on its
own can change old-established tradi-
tions, It needs the empirical demonstra-
tion of its validity. Therefore, let us con-
centrate on establishing anywhere in
the world an economic’unit where pure
LVT can be practised, and make this a
priority so that people all over the world
can see that “betterment for life on
earth” is possible,

On the dusty plains of Kansas, in the
slums of Liverpool and Moscow, on the
banks of the Ganges and the Yangtse,
poor men painfully spelled out the mes-
sage of Progress and Poverty to grasp a
new vision of human society.

William E. Leuchtenberg, author.

TAX ODDITY

K. Packer’s Australian Consolidated
Press paid nine cents in the dollar for
tax last financial year.

Company tax is at present 39 cents in
the dollar.

PAYE earners near the median or well

above it pay a lot more than nine cents/
dollar!

APHORISMS ON WAR

The first truth of war is casualties.
War uncovers the cover-ups of peace.
War — the last refuge of a desperate
politician,

Send not for whom the Scud falls, it
falls on thee.

There are no just wars, there are just
WArS,

Herbert Meyer.
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