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SUPPLEMENT LESSON IX
LAND VALUE TAXATION AROUND THE WORLD

The following give rte of variocus places throughout the world where
land value taxation is partially applied. HNowhere has the principle of exclusive
land value taxation (approaching the full economic rent]), with consequent abolition
of 81l other taxes, been fully appiled on a Iarge scale. HNevertheless, partial ap-

plications indicate results commensurate with the degree of application.

DENMARK

Although Denmark collects muchk revenue Trom taxes on incomes and products, yet
today she collects about 50% of the total annual ground rent through various methods.
A national land valuation is held spproximately every 5 years. The Danish methods
are as follows:

1. Rental of government-acquired land to Tarmers at 4% of its selling value.
This was begun in 18919, About 12,000 small Tarmers rent their land in this way.

2. Local and naticnal taxation of land values, with conseguent reduction of
taxes on improvements.

3. A natiomal tax on Increases in land valiues.

Results are impressive. Danish Ffarm tenancy dropped from ho 5% in 1850 to less
Than 5% in 1939. Denmsrk has the lowest teriffs of any Buropean country, and enjoys
the highest standard of living of any Furcpean country involved in World War IT.
Demmark was the first country to restore itself to normaicy after the war {in spite
of five years of Nazi exploitation).

Denmark is looking forward to collecting the full economic rent, with consequent
reduction of other taxes. A& majority in Parliament is in favor of this plan, and a
Justice {Single Tax) Party, with & representation in Parlilsment, is vigorously pro-
moting the ides.

AUSTRALIA

A11 six states and = majority of the municipalities in the Commonwealth of
Australis tax land values to a certain degree, and some exempt improvements in whole
or in part. However, there are many other non-real-estate taxes. Following are
some details:

The Capital Territory - The Commonwealth owns most of the land in the Capital terri-
tory, including that in the capital city, Camberrs. The government leases this land
to private perties, and alse levies a tax on its value.

Queensland - Most of the land in Queenslend fs owned by the state, and leased. It

is subject to local land value taxes. There is also a state land value tax on
privately owned land. Improvements are not even valued Tor tax purposes. Altogether,
about 5kn5% of the ground rent is collected - the highest for any state in Aungtralia.
All local commmities tax land values only.

Hew South Wales - Like Queensland, all the local texing units in this state tax land
values only, exempting improvements. However), the percentsge of the ground rent
collected is perhaps not as great. There is no state land value tax except in cer-
tain unincorporated asreas, bub the state collects royalties on minerals produced.
The City of Sydney becsme, in 1916, the largest city in the world to derlve sll 1ts
municipal revenue from land value texation. (Zts nopulation is over one million. )
It has resulted in elimination of real estate booms and slums, has kept the price
of land reasonable, and has encouraged the replacement of old buildings by new ones.
Slum sreas have largely been imken over for factories,
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Hestern Australia - Of the 147 local taxinz units {pupicipalities and road districts
32 tex lsnd velues only. The remsinder 1 Loland end fmprovesments, bub in the
186 road districts, 84% of the revenue is £ land values only. There is alsc &
state land value tax, which is. heavier on = tee owners. The combined smount of
ground rent taken in taxation, however, is not as great as in Queensiand or New
South Weles.

Other Augtralizn States -~ South Australis has & state land value tax, with an addi-
tional penalty on absentee landholders. In addition, 8 incorporated citles, 11
countries, and 8 district councils have adopted land value taxabtion. The law prow
vides that a poll may be held to rescind land value taxation. There have been 25
successful polls conducted; four were held to repeal land walue taxstion, with none
of these successful.

Victoria has s state and local land value taxes., 24 out of 198 local taxing
urtlts tax land values only. The result has been to bring idle land into use.

Tasmanis has a state land value tax, but as yet no local cnes (although local
government bodies have the option to initiate this, if they choose).

Summary Regarding Australis - Comparing Queensland, Vew South Wales, and Western
Austraila (as states taxing land values wmore heavily) on the one hand, with South
Australia, Victorila, and Tasmaniz (as states having lower taxes on land values and
also largely taxing improvements) on the other, the following findings have been
made: The first group (the land values group) had increases in land under crops,
while the second had decreases in the period considered, Comparing the value of
improvements with land, 1t was found to be 151% in the first group, &s against only
79% in the second, and was much higher (1984} in Queensland, which collects the
greatest amount of economic rent. Factory wages were higher in the first group and
larger in purchasing power. And lastly, it was found that population was flowing
Trom the second group to the first group, indicsting that people in Australia found
conditions better in the first group. The inflow for Gueensland, the state taxing
land values the most, was the greatest.

NEW ZEALAND

New Zealand, 1like Australis, has both local and state {in this case naticnal)
government taxes on land values. Local ftaxing units adopt it by local elections.
In 1953, 15 such "pclls” were held. Since 1944, 35 local taxing units have adopted
the system, and cnly two have repealed 1t. By Tar the majority of local units tax
land values oniy,

Hon. Walter Nash, Minister of New Zealand to the U.8. during World War I, said:
"It (iand value taxation),..has contributed in some degree to the breaking up of
larger estates, while...it has not in any wey handicapped the smell farmer...it has
assisted...ln extending the productivity of the country by acting as an incentive to
landowners to improve thelr lands and by Tostering the development of mors effTicient
methods of land valuation...the tax has certainly taken, for the bensfit of the com-
munity as s vhole, zome of, .. 'uvnearned increment' of value which the community itself
has creabed.”

AFRICA

Union of South Africa - 2C of the 60 cities in the Transvaal tax land walues only.
In the other 40, the tax on land values 1z higher than on improvements. H. Barle
Russell, American Consul-General, reporis: "City Authorities believe the land tax
is fairer than taxing both land and improvements. There is no tax on machinery or
merchandise, ..it undoubtedly has helped tc replace old buildings with new ones....”

S of the 65 municipalities in the Orange Free State tax land valuves exclusively
for every city need except water and sanitary services. 23 of the 35 manicipalities
in Fatsl tax land velues at & higher rate than improvements.

The Rhodesias - Salisbury (Southern Khodesia) taxes land at s much higher rate than
improvements, as does Livingstone, the capital of Northern Rhodesis. Several other
towns have taken similar action,
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Eepya Colony - Hairebl has ftexed only land valuses
suit in 1049, The Taxstion Imquiry Committee appo B b
ment reporbed in part: ... the Uommittes favors the site-value syster in the tax-
stion pattern of the Colony and the principle of levying = comparatlvely high rate
on land, thus insuring that it will not be left idle or insufficiently developed for
long, rather than the taxation of improvements.”

CANADA

Variocus cities in western Canads fax land values at a higher rate than improve-
ments. In British Columbia, 54 of the 104k municipslities exempt improvements 50%;

13 exempt them more Lhan 50%.

W.M. Mott, former Mayor of New Westminster (the 3rd largest port in Canada),
said: "86% of ocur householders own thelr own property, which we belleve is the high-
est percentage in Canada. Land speculation has entirely disappeared...The manufac-
turers and business men are in mn enviasble position, since they can and do make im~
provements to thelr plants without the fear of increased taxation...” New Westmin-
ster has the largest invested capital per person of any city in Canada; it has no
local port dutles.

Alberts reguires its 7 “cities™ to exempt improvements 40% from texation. The
province taxes land wvalues to a certain extent, including s land-transfer tax called
the "unearned increment tax.” The province obtains such considerable revenue from
oil leases, rentals and royalties (& form of land rent), that it declared s per
capita dividend In 1957.

In Saskatchewan all bub one of the citles and towns exempt improvement valueg
40%; Regina grants & 70% exempbtion. In the rural municipaliles land value baxablion
is the principal source of revenue. In Menitoba cities and towns exemplt Improvements
33 1/3 per cent,

JAMAICA, B.W.I.

The following 1z taken from a booklet, Land Valuation - What 1t Means to You by
W.M. Selvright, Minister of Agriculture and Lands, Jsmsica:

"In November 1956, the Government passed the Land Valuation Law to provide for
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"Under the 014 system the lmproved value of land was taxed. Under the new law
land will be valued ag raw land. Iis value will depend on 1is situstlion and what 1t
is capable of producing...But anythivg else on the land ~ houses, trees, crops, scil
conservatlion works, anything whatever that has been done by man for the purpose of

dmproving land and increasing 1ts velue - will not e valued as land., That is man‘s

labor, and be will not be taxed on his labor,

"The simple purpose of the law is to encourage development of the land. Because
if land is properly taxed as land, a men cannot afford to keep hils land idle, which
50 many people 4o today.”

THE UNITED STATES

The genersl property tax and the resl oroperty tax in so fer ss it falls on land

.valuesg takes for local or state purposes part of the ground rent of the U.5. Im

some of ocur principal cities, it is estimsted that 25% or more of the rent is thus
taken in taxation. This may in some cases be ss puch or more ground rent {percentage~
wise) than is collected in other parts of the world, where improvements are partially
or wholly exempted. Apd 1t is apperent to students of economic principles, slthough
evidence is hard to complile to prove it, that to the extent thet land values are
taxed, to that extent land speculation is discouraged, and the best use of land is
encouraged, OF course, to the extent that improvements and personal progerty are
taxed under the general property tax, or the real estate tax, 1t permits s lower tax
rate on land, discourages the erectlon of homes and buildings, contributes to land
speculation and the high price of land.

In meny cities, the cost of streets, water msins, sewers, curbs, lights and

. other improvements ls charged dlrectly bo the adjoining property, including vacant



lots, through special assessments. This is a partial spplicatlon of the principle of
lend value taxation. Government collectlon of royelties on minersl lsnds, oil
Pields, ete, are also an approach to lepd value taxation, as is goverpment lzasing
of public lapds, fishing and water rights, etc,

: cities and other local taxing units in the United States practice partial
or complete exemphion of improvements, collecting more ground rent in taxatlion as &
result., Details Folliows

Pennsylvenias - Pitisburgh ang Scranton, defined by lsw ss “cities of the second
class," apply what is termed the “Graded Tax Plan," whereby improvements sre taxed
&t Just one-half the rate applicable tc land, This was begun {on & gradusted scale}
in 1913. David L. Lawrence, Mayor of Pittsburgh for wany years {since 1946), said:
"Thers iz no doubt in my mind that the Graded Tax Law has been = good thing for
Pittsburgk. It has discouraged the holding of vacant isnd for speculation, and
provides an incentive for building improvements. In the distribution of the tax
burden, it is beneficisl to the home owners. Roy Stauffer, Chairman of the New
Industries Committee of the Scranton Chamber of Commerce, said: "We have found that
cur method of taxation...is a fector in attracting new industries,”

In 1951 the Pennsylvania Legislature passed sn act {by an overwhelming msjority),
permitting the so-celled “third class cities” {all the remaining cities in the state
with the excepbion of Philadelphia) to tax iand ant improvements st different rates,
It is possible for them to go farther than Pittsburgh and Scranion have done in
taxing land values and exempting lmprovements, A study undertsken in 158 by a
regearch group at Lehigh University showed the benefits that would result from the
adoption of land value taxation in Bethlehem,

California - In 1909 the California Legislature required new irrigetion districts
{and gave the option to established ones) to tax land values only, exempting improve-
ments, crops, etc. Todasy over 100 districts, serving 4,000,000 acres of the best
farm land in the state, raising sbout T5% in wvalue of ite crops, follow this system.
However, residents of these districts still pay other itaxes to counties, cities,
etc., where they reside, as well ss all state and federal taxes. Also the tax

rates have been lowered considerably of late years, due pertly to revenue from sgle
of power, etc., so that not nearly as much of the ground rent is collected as
formerly. However, as far as the Irrigation district tex is concerned, it is 100%
on land values,

R.V. Meikle, Chief Engineer of the Turlock Irrigation District (which includes
the citlies of Modesto and Turlock) recently said: "The successful development of
irrigetion districts as compared with the feilure of private irrigation companies in
the past, has beén due largely to the district law which aliows districts to tax a1l
land within their boundaries on the basis of vatuation...It is practically impossi-
ble to profit by the (mere) ownership of land in an irrigation district unless that
land is prepared for irrigation and cropped.”

Fairhope, Alabams, was founded in 1895, on the shores of Mobile Bay, by the
Fairhope Single Tax Corporation, which purchased and lesses to residents much of the
land comprising the present city of Fairhope., The corporation collects the full
economic rent, and with about half of it pays =ll real and personal property taxes
levied by state, county, and city. The remainder is used for public improvements.
Since its founding, Fairhope has conslderably out~distanced her neighboring towns
{which were alresdy established and flourishing before the founding of Fairhope) in
development, population, and popuiarity,

The Three Ardens, in Delaware, operste similariy. The first to be founded was
Arden, in 1900. Adjoining Ardentown was Tounded in 1922, while &rdencroft wes born
in 1950, The policy is much the same as in Fairhope. In Arden spd Avdentown the
land is held by trustees, while in Ardencroft it is held by & non-profit corporation
get up for this purpose. The land iz Jleszed to ugsers, and there are long waiting
Lists for it. With the proceeds of the rent, as in Fairhope, all local taxes are
paid; and the balance of the rent iz used for public improvements.

{For further information, see the book Land Value Taxation Around the World
published by the Robert Schalkenbsch Foundation, )




