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Apart from its references to Land Value Taxation (LVT) this report is fine. Its arguments against Kate Barker’s Planning Gain Supplement (PGS) are good, as far as they go. Their recommended alternative – a tariff – is preferable as a short term measure. However the authors make a poor attempt to dismiss the alternative policy that their report spends most time on. They may be expert in ‘land taxes’ in general but they show no evidence of expertise in LVT. 
The distinction between ‘land taxes’ and LVT is very important. LVT operates as an economic instrument quite differently to other land taxes, affects far more taxpayers and requires a different skill-set from most of its administrators (although not unlike those skills required for rating). The key points about LVT are as follows. 

(1) It is levied on owners, not occupiers; 

(2) it is levied annually on all land - not just on land undergoing development at a transaction or other event; and 

(3) it is based upon ‘highest and best’ use, not actual use.

Having spent the past eight years studying LVT around the world, I feel it incumbent upon me to attempt to correct the deficiencies in this report, which the RICS claims in its subsequent submission to Government to be “detailed research” which proves LVT to be “inadequate or flawed” as a policy option. If LVT is to remain part of the debate on property tax reform, the ‘problems’ which they list cannot be left unanswered. 

In the section of their report which analyses ‘other taxes …of planning gain’, LVT takes up 10 pages out of 12½. They admit it “enjoys wide support” and they draw heavily on the contents of the Oxfordshire Study report by the councils there. They list Joseph Rowntree Foundation, ALTER
, Labour Land Campaign and the Green Party’s Economics Working Group among that study’s sponsors. They quote Christopher Huhne
 MEP (sic), yet their report gives not a single reference to any work on LVT to support their statements.
There is no evidence whatsoever that Hart & Johnson, who claim to be authorities on land taxes, have any direct experience or have read much of how LVT works in other countries. It would surely have been prudent for RICS, when commissioning their report, to see that a less insular approach was taken to the subject, especially as Lord Rogers in his report Towards an Urban Renaissance for this Government six years ago (Rogers et al 1999) called for “experience overseas of mixed model site value rating” to be studied - precisely what several RICS members (but apparently not Hart and Johnson have been doing (Lichfield and Connellan 2000a and 2000b, Connellan 2004, McGill and Plimmer 2003, Vickers 2003, Vickers et al 2005).
According to the authors, there are seven “practical problems” with LVT, quite apart from the extraordinary fact that “many of its supporters see its implementation as desirable from a moral and political standpoint”, which allegedly then makes them “inclined to discount practical considerations”. As it happens, many LVT supporters scrupulously avoid taking a moral or political standpoint and tackle the subject with a good deal more professional rigour than is shown in some of the vague unsupported statements in this report. The Oxfordshire Study (Godden et al 2005) employed a professional valuer and used local government officials who had absolutely no political axe to grind and were quite clear that the few problems they encountered were eminently solvable. LVT supporters would like nothing more than for professionals such as RICS’ ‘tax experts’ to take seriously the significant problems that current and possible alternative property taxes present – and help to articulate the potential solutions. To paraphrase what a famous prime minister once said of professional advisers to the Cabinet Secretary: “I don’t want to hear about the problems of my policies; I want the solutions.”
I will deal now with all seven ‘problems’ and give references to my sources wherever possible – again unlike Hart & Johnson, who cited none whatsoever.

1. “LVT seeks to tax freehold ownership rather than occupation”. 
Indeed it does, as do most ad valorem property taxes in the world. The problem is that the UK does not tax ownership. Occupiers add value to property by engaging in enterprise or using land as a basis for essential functions like sheltering themselves. Land owners per se do nothing useful whatsoever. LVT seeks to shift much of the existing tax burden off those who add value to society (such as business occupiers of sites) onto land owners but it does not only tax freehold ownership: it “seeks to tax” all who have a ‘beneficial ownership’ of any form in land. Tenants whose rent has not been reviewed upwards recently will pay some of the tax, if their landlords attempt to pass it on. 
The authors include the fact that owners are often absentee and “may be the LVT authority” as part of this ‘problem’. If the LVT authority is receiving rent, that is as good as LVT revenue. If it is a different Government department that receives the rent, then that department ought to pay LVT like any other owner. Public bodies ought not to be exempt from the normal market pressures to make best use of their land holdings: such pressure is an accepted effect of LVT. Excessive land holding by public bodies is a recognised problem in the UK, as is the sale of land at knock-down prices during privatisation (e.g. British Rail): LVT would concentrate the minds of senior managers in public bodies.

As for absentee or unknown landlords, any practical problems will start to disappear when land registries are complete. The Chief Land Registrar of England and Wales plans – and is resourced - to achieve this by 2013 (Hollis 2004) and it requires no primary legislation for it to happen. It is absurd and contrary to European legislation
 and good land management practice that the UK should continue not to know who receives the benefits of ownership of much of its land. Meanwhile it is far easier to recover taxes from absentee landowners than to counter tax evasion by owners of movable assets: requisition and auctioning of land is one sanction available.
2. “The complex nature of the leasehold structure in the UK, particularly in urban areas.”  
The UK is not the only country with significant parts of urban areas under leasehold ownership. The issues surrounding such a “complex leasehold structure” have been studied and apparently resolved elsewhere. It may require changes in the law to accommodate LVT in a UK context but it is not a major problem: LVT requires primary legislation anyway.  Once land registries are complete (see next ‘problem’), the tax authorities would start by assessing the land value element of every registered title.
The authors imply that freehold land in Government or Local Authority ownership would be a problem. Although some countries do – unwisely - exempt publicly owned land from property tax, this is not the case now in the UK and need not be under LVT. The test should be whether the use to which the public body is permitted to put the land it owns secures revenue for that body: if not, then no LVT is payable. Public open space, for example, attracts no LVT: if income is earned (say, from licensing ice-cream vans on sites) by the public body that owns it, then that income into public coffers is in effect LVT paid by the van owners for the right to park there. It is unclear what ‘manipulation or evasion’ opportunities (asserted by the authors) are given – and to whom – by having LVT where there is public land. In Hong Kong almost all land is owned by the Government, which secures about 40% of its revenue in the form of payments by lessees.
3. “The physical creation and maintenance of a land value registry.”  
The authors may be confusing the land registry with the register of land values and the database of property market transactions that is necessary for Computer-Aided Mass Assessment (CAMA), which tax authorities increasingly use because it is more cost effective than traditional valuation methods. As it happens, the Land Registers for Scotland are complete and those for the rest of the UK should be completed in well under ten years. They are being completed because they are worth having in their own right, not just as an adjunct to property taxation but for efficient working of the property market and better security of title and national land management.
Several countries that have looked at reform of property taxes, including Germany (Josten 2001), South Africa and most former Communist countries in Europe, have concluded that a computerised land value registry system and CAMA are highly desirable. These automatically produce sets of values for both buildings and land, which are as accurate as the content of the property databases allows. LVT is not usually the motive for introducing modern land information systems but is made much easier to introduce once those systems are in operation. Such systems are being introduced now in Northern Ireland and will be used for domestic rating: by 2012 a similar system costing no more than the systems now used for property taxes could be operating in England & Wales, which could support nation-wide LVT.
The authors state “this is probably not the case”, yet they produce no evidence to support that statement. Besides the UK, I do not know of a single developed country that has recently looked at its property taxes and concluded that CAMA and a computer-based land registry were “complex, expensive and relatively difficult to maintain” (i.e. relative to continuing with their current systems). Denmark modernised its property tax system relatively early, before GIS, the PC and the internet were invented – yet it still achieved five-fold reduction in the cost of administering its tax. It used this to move from five-yearly to bi-annual revaluations and to cut the appeal rate dramatically. It has just implemented a further modernisation to take advantage of technical developments since 1980 and expects to cut staff numbers from 400 to 150. This suggests that the biggest problem is for staff expert in the old methods and unprepared or unwilling to move with the times.
John Heard, President of the Rating Surveyors Association in 2003, said in Valuer earlier this year: 
“With the advent of modern computer technology and information systems, we have the ability to achieve revaluations on a national scale with a frequency previously unimaginable. We should be looking seriously at the concept of annual revaluations…”. (Heard 2005)
4. “The volatility of land prices.” 
It is precisely because land prices - as opposed to building prices - are volatile that it is important to increase the frequency and geographic accuracy of revaluations for taxation if the inequity of any property tax system is not to become unacceptable, but especially if LVT is being considered. There is more threat to property taxation from failure to modernise and conduct frequent revaluations than from modernisation using CAMA. The Poll Tax would never have been introduced if Governments throughout the 1970s and 1980s had not deferred revaluations for rating. 
The authors conflate into this ‘problem’ the issue of planning consent. They are quite right to state that this does not “drive value” and that “supply and demand within the market” does that. Planning consent releases value that was already latent but only capable of release in the form of speculative ‘hope value’. The way that property taxes work now encourages speculation, because there is no holding charge against ownership of land with value (unreleased or released): PGS will exacerbate the problem, as will any tariff system (albeit to a lesser degree). LVT eases the problem.
It is unclear why the authors think that volatility of prices or the issue of planning consent releasing value suddenly are particular problems with LVT. In fact, the opposite is more likely, as explained by Professor John Muellbauer of Nuffield College Oxford in his 2003 paper for HM Treasury Housing, Credit and the Euro: The Policy Response (Muellbauer 2003). LVT would greatly help dampen the house price cycle by incentivising release of land onto the market in a more regular manner. Kate Barker acknowledged this in her interim report, which accepted the merits of LVT: it is a mystery why she did not go on to recommend LVT in her final report. Like Hart & Johnson, she supplied no evidence to support a number of statements she made that cast doubt on its practicality.
5. “The basic (land) valuation methodology.” 
Not being a valuer, I can accept that valuation is a skill: if it were not, then we could all do it. Whilst not disputing that the authors of this report have a problem with the basic methodology of land valuation, there are many countries where professional tax assessors manage to produce acceptable land valuations for the vast majority of sites, which survive within LVT systems of various kinds. Knowing that British valuers generally are well respected worldwide and that some leading British valuers have no problem with producing land valuations for clients now, I suspect that the ‘problem’ is more a question of ‘teaching old dogs new tricks’. The authors themselves and others like them may be understandably uneasy about having to adapt their skills to modern techniques. Younger valuers practicing at property tax work ought however to be concerned that the UK is perhaps being left behind the ‘leading edge’ in their field. The longer it takes for senior valuers here to accept the need to modernise, the more likely it is that either popular pressure to scrap property taxation altogether will succeed (as it almost did among the Lib Dems at the 2005 general election) or we will be forced to rely on overseas experts when we do accept the need to modernise. The attitude of the authors reminds me of that of the Luddites: when investigating new methods in any field, Government would do better to involve experts in emerging techniques than experts in current techniques.
6. “The concept of valuing not what is there but on the basis of what the best or optimum usage is.” 
The current methods of valuation for taxation and for compulsory purchase are already to a large extent dependent on hypothetical constructs and legal definitions, rather than raw market facts. LVT is not much different. It is a matter of valuers and lawyers having to learn a few (not many) new concepts: tiresome but surely often a fair price for progress in policy. As I have said already, there is plenty of experience elsewhere to learn from: British valuers will have to learn or they may be asked to step aside.
7. “Equitable apportionment in mixed developments.” 
Techniques of apportionment are well known: landlords operate them every day in mixed developments. If the landlord is paying the bill for LVT, then (s)he is the one who will need to apportion some of it among leaseholders: they in turn will pass the tax burden – where the market allows – to tenants. The LVT authority will have a relatively simple task, with far fewer taxable entities to send bills to.
Hart & Johnson end the section on LVT with this “aside”: 
“LVT has been discussed and considered for many years in the UK but never put into practice on a large scale. The use of LVT in various countries throughout the world does not, of itself, indicate that it is ideally suited to the UK, particularly when an alternative method has been in place for several centuries”. 
Apart from needing to say that LVT has never been put into practice at all in the UK, let alone on a large scale, this is very revealing of the conservative (‘small c’) attitude of the authors. If the authors consider, like some even less well informed commentators, that Development Land Tax etc are forms of ‘small scale’ LVT, they are mistaken: ‘land taxes’ they may be but they are not LVT. 

It is correct to state that “of itself” the use of LVT elsewhere does not prove it would work “ideally” here. However the long-running problems with the UK’s present system of rating property, since at least the early 1970s, remain unsolved and continue to trouble politicians, the public and many property professionals – even if they also continue to provide a steady source of income for those expert in its arcane intricacies. The failure of successive Governments to do more than passively observe “discussion and consideration” of LVT during this period of enormous change in technology and policy priorities is largely the fault of those in the professions from which Government rightly expects solutions to come, such as RICS. The horse and cart served this country very well for “several centuries” as a means of transport but that is no reason to keep them now, other than for recreation! 
A system of property taxation that …

· fails to make best use of modern technology, 
· fails to ensure owners of under-used properties pay a fair share, 
· distorts the property market and in particular 
· fails to ensure scarce land is used efficiently to maintain sustainable communities according to the democratic wishes of society, 
deserves to be replaced and to go the way of the horse and cart. A tax system that deals with these issues and operates elsewhere reasonably well deserves serious study and not casual dismissal in the way these authors treat LVT. There are many significant problems with introducing LVT to the UK which Hart & Johnson fail to mention, not least entrenched attitudes and vested interests, whereas the problems they do mention are relatively surmountable. It is time the property professions worked together more inclusively with Government to see that “wide support” for this policy with so many benefits to society is turned into practical proposals that can be implemented successfully in a UK context.
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� Action on Land-value Taxation and Economic Reform, a Liberal Democrat Party group, see � HYPERLINK "http://www.libdemsalter.org.uk" ��www.libdemsalter.org.uk� 
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� The INSPIRE Directive of July 2005, currently being considered by the European Parliament and Council of Ministers, requires all member states to move towards standardisation of key environmental datasets by 2009 (EC 2004).
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