PRACTICAL POLITICS

April 2014 Issue No. 206

PREFACE

On 22nd. May elections are being held both to the European Parliament and to local
government bodies. On 18th. September, voters in Scotland have their referendum on
whether or not to break away from the rest of the United Kingdom. In May 2015, a General
Election is due to be held for the House of Commons at Westminster. There is also an
election to the Scottish Parliament to be held in 2015 or perhaps in 2016. After the Scottish
referendum, the Island Councils of Shetland, Orkney, and the Western Isles will be
considering plebiscites on their own options vis-a-vis Westminster and Edinburgh.

In view of all this important activity, we consider now to be the appropriate moment
to reassert the unique significance of land in economic analysis, setting out our approach
to, and arguments in favour of, the policy of LVT, and including some specific illustrations of
how its full and proper implementation can lead to the solution of economic and social
problems. Some of the material will have appeared previously in "Practical Politics" and
elsewhere, but the present form of presentation is new.

Most people who follow current affairs reasonably closely will at least
have heard of land value taxation (LVT), and many of them will know that it is
a means of raising public revenue from a levy on the undeveloped value of
land. Beyond that, there is little real understanding of the policy and very little
appreciation of its power to affect the wider economy and to make an impact
on the lives of the population at large.

This essay does not set out to describe, or even to hint at, everything
that there is to say on LVT. The subject is too vast for that. Instead, your editor
has chosen to begin by explaining how the production and distribution of
wealth — which are what the science of political economy is all about — have
arisen and grown. Of course it is extremely simplified, but the failure to grasp
the basics (or the propensity to forget them) has led to the present frustrations
and seeming helplessness which afflict policy makers and commentators alike.
The editor trusts the reader will bear with him if it is thought he has done the
academic equivalent of describing how to suck an egg. Anyhow, the essay
goes on to consider the implementation of LVT, and then to outline an appeal
in support of the case for moving to adopt LVT as a central instrument of
economic policy.

There is no shortage of information on the significance of land, but
precious little systematic analysis on the réle of land in the functioning of the
modern economy. It changes hands for £millions, but simultaneously is treated
by academe as having gone out of fashion!



OF WEALTH AND WAGES AND LVT

LVT will have two obvious and direct effects on the pay packet. As a
substitute for all or part of income tax, it will leave the earner with more money
for consumption and investment; and in so far as VAT and other taxes on
goods and services are abolished or abated, wages will go further. However,
there is, in addition to this double-pronged benefit, a more profound way in
which LVT will raise the general level of wages. To discover this, we need to
look at the basic working of the economy.

Production

In the simplest economy imaginable, men and women adrift in a lifeboat
come ashore on a hitherto uninhabited island. They set about surviving by
picking fruit and nuts, tearing up plants for their roots, and scooping fish from
pools with their hands. This is human effort (labour) directly applied to natural
resources (land) to produce food (wealth). Later, they organise and specialise,
and some of them produce a form of wealth which consists of tools (capital)
which are not for direct consumption but instead are used to assist in the
process of further wealth creation. At this point, labour, using capital, applies
itself to land to produce wealth.

For all its complexity, the contemporary industrialised economy is no
different. Human effort and intelligence, using the most modern gadgetry and
machinery, are applied to natural resources on a piece of ground to produce
the goods we want. The three factors in production are still, respectively,
labour, capital, and land, and what they produce is wealth (capital being a form
of wealth diverted back to the productive process).

When wealth is divided up, it is helpful to retain the terms traditionally
applied to the returns to the three factors of production. Thus labour receives
wages, capital is paid interest, and what goes to land is rent. It matters not that
these words may be used differently and even inconsistently in daily life. This
is a stimulus to us to think correctly when we analyse economic activity. The
concepts then remain clear, even through a haze of verbiage.

Land and rent

In the first stage of our simplest economy, the surface space of the earth
is freely available to all. There is so much of it and there are so few people that
one spot seems as good as another. Later, though, as the society expands
and develops, certain land is seen to be more desirable than the rest, because
it is more fertile or better situated. The more the economy develops, the
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greater is the significance of location. Lush valley pasture suits dairy farms,
and the fertile rolling plain favours cultivation of cereal crops; factories locate
where there is an adequate power supply and where there are facilities to
bring raw materials in and send finished goods out; shops and banks do better
business in the main street than up a side turning; offices for administrative
and commercial purposes tend to set up in quarters of their own; the best
houses are in prestige areas in the centre of town or on salubrious suburban
hillsides. Each site has advantages and disadvantages in relation to all other
sites. Sites can command a share in the distribution of wealth. Land
commands rent, in other words.

Rent, the return to land, is a leveller. It skims off the advantage which a
site has in relation to the poorest land in use. The greater the differential
between the least attractive land in use and the best, the higher the rent of the
latter. What is left after rent is paid, goes in wages and interest. At the margin,
on the poorest land in use, rent is nil (or virtually so). The general level of
wages is set at this margin of production. Interest will be at whatever level is
necessary to induce people to defer consumption and allow some of their
share of wealth to be diverted to capital formation.

Government

By now, it will have become evident that the expanding society has
certain administrative and other needs which it is generally accepted are best
provided as an overall public service, for example a system of law and order.
The necessity to establish the machinery of government raises the question of
how it is to be paid for. Fortunately, the means are available. It has been noted
that sites now command rent. Obviously the owners could not individually
have been responsible for bringing this about, for it is seen to stem partly from
the natural advantages of one location over another, but in particular from the
expanding economic activity of the community as a whole. It is therefore
decided to collect land rent to fund government requirements.

The consequence of this simple decision is that good land will be fully
and creatively utilised and that wages go without tax deduction to those who
provide their labour. As population expands and the economy grows,
discoveries and inventions boost productivity. Greater wealth leads to higher
wages; but rent also rises as increased economic activity brings formerly
marginal land in to production, providing government with a buoyant source of
revenue from which to meet its increased commitments.

That is what should have happened. What has gone wrong is that land
has been privately appropriated.
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What has gone wrong

The rent of land has been diverted to their own use by landowners,
individual and corporate. Public finance has had to be raised from taxes
bearing on labour and capital and on the goods and services they produce.
Because no cost is incurred in holding land out of use altogether or in mis-
using it at well below its productive potential, hoarding and speculation have
been encouraged. Reducing the amount of land on offer has brought about
scarcity and raised the price of land that is available. Labour and capital,
denied some of the choicest sites, have been forced to go to what ought to
have been left as sub-economic land. Put in another way, the margin of
production has been artificially lowered.

We have noted that the general level of wages is set by what can be
earned at the margin. The extra share of wealth taken by landowners comes
directly out of that portion that should be going as wages.

How to get a pay rise

If we rely on our efforts by hand or brain to make a living for ourselves
and our families, whether what we take home is called a wage, a salary, or a
fee, we are receiving much less than our deserts. An annual levy to collect the
unimproved site value of the land would set matters to right. Apart from
permitting replacement of present taxes, this simple arrangement would
remove the attraction of withholding and making poor use of land, and would
take away the landowners' ability to force up the cost of access to a plot of
ground before any productive work can begin. It would raise the margin of
production.

In a complex, diverse modern economy, there are of course many
differing pay scales for differing skills, and these will vary from time to
time and place to place. The introduction of LVT, though, would impact
directly on the general level of wages at the stage of the primary distribution of
wealth. Attempting to re-distribute incomes and benefits after a failure of this
magnitude at source, is mistaken. The system deployed by the modern state is
costly, inefficient, ultimately ineffective, and wholly unnecessary.

LAND, PRODUCTIVITY, WAGES, and the MARGIN OF PRODUCTION
In the simple economy we have imagined above, people would start by
occupying the best land, then fan out to use the second best, third best, and

so on. Figure 1 shows how land producing 100 units of wealth is taken first,
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then 90,80, 70, 60, 50, and 40. At this point, a new arrival can either work for
himself on land where he can produce 40 units or he can accept a wage and
work on better land for someone else. Thus, a landowner who has land
capable of producing 70 units will need to pay at least 40 to attract labour, but
he can still keep the other 30. On 90-unit land, the owner still need pay only
40 in wages, and can thus keep 50. On 40-unit land an established owner
could command no rent from a newcomer because the latter could make 40
working for himself on the free land still available.

Rent, the return to land, is, we noted, a leveller. It skims off the
advantage which a site has in relation to the poorest land in use. The greater
the differential between the least attractive land in use and the best, the higher
the rent of the latter. What is left after rent is paid goes in wages and interest.
The general level of wages is set on the poorest land in use, at the margin of
production. Interest will be at whatever level is necessary to induce people to
defer consumption and allow some of their share of wealth to go to capital
formation.

Figure 1 is obviously over-simplified. As population expands, the division
of labour, discoveries, inventions, and greater use of capital bring about a
significant advance in productivity. This is shown in Figure 2 where all the
numbers in Figure 1 have been increased twenty-fold. At the margin,
producers now have 800 units instead of 40. The old 100-land now yields
2,000 units, of which rent takes 1,200, because the margin still inevitably
determines what need be offered in wages.

Figure 2 shows too optimistic a picture, unfortunately. In reality, where
land is privately appropriated, owners hold some out of use for speculative or
other reasons, or do not trouble to use it efficiently. For illustrative purposes,
let us represent this by assuming that all the owners of 1,400-land simply
refuse to allow any of it to be put to use at all. This has the effect of making
people go from the 1,600-land straight to the 1,200-land, with a knock-on
effect, so that those formerly on 800-land are forced to go to previously sub-
marginal land yielding only 600units for the same application of labour and
capital. In this way, the general level of wages is depressed from 800 to 600,
as shown in Figure 3, and land rents rise accordingly: the owner of 2,000-land
now collects 1,400 for himself.

Not only does total production decline, from 9,800 units to 9,000 units,
but there is also an actual shift in the distribution of wealth away from the
active producers (5,600 units down to 4,200) in favour of the passive
landowners (up from 4,200 to 4,800). The margin of production is critical in
determining how wealth is divided.
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None of these figures has absolute validity, but they do illustrate very
well how we allow our affairs to be managed to-day. Capitalism is perverted
and distorted by private ownership of land. Worse, government , having
shamefully deprived itself of land rent as the obvious and logical source of
income for public revenue, finds it necessary to clobber all manner of noxious
taxes on legitimate earnings, savings, goods, services, and trade.

The introduction of LVT, implemented rapidly and with determination to
the point where virtually all the annual rental value of land is recovered, would
be an act of primary justice in itself, and would automatically boost
productivity, raise the general level of wages, and permit the remission of
existing taxes.

LANDOWNERS AND LANDOWNERSHIP

Land is a simple concept in political economy. It is the earth's surface
and resources minus man-made improvements, the whole of the material
universe outside of man and his products. Land is a gift from Nature. A
landowner is thus one who arrogates to himself a portion of land and converts
the rent (the share of wealth the land commands) to his own personal use.

A landowner may be one person, a group of persons (such as a
partnership or a co-operative), or a limited company.

A landowner may as an individual also perform labour for a wage and
provide capital in return for interest. However, the functions of landowner, of
labourer, of capitalist remain distinct.

One who enjoys a beneficial interest in land may also be considered a
landowner even if he is not the freeholder. Anyone who took a 49-year lease
on land in 1945 under a fixed-money rental agreement, must surely have
been enjoying a far greater share of the land value than the freeholder was by
the time the lease had run its course. The term, landowner, refers to the total
package of ownership, however its benefits may be divided and sub-divided.

Land was here before man and doubtless will be here after him. The
function of land ownership serves no useful purpose. No one needs to own
land for any reason except to exploit others by appropriating the common rent
fund. All one needs is security in occupation. This is guaranteed by LVT, in
that annual payment of site value to the exchequer gives the right to exclusive
use of the piece of land in question — with no taxation of improvements or of
the processes or products of industry.
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LANDOWNERSHIP AND CAPITAL

In prevailing circumstances it is difficult for those who earn their living by
work to accumulate sufficient wealth to enable them to become significant
owners of capital. Itis the landowners who are more likely to have wealth in
surplus and thus become the suppliers of capital too. Because the same
people and corporations often fill the réles of both landowner and capitalist,
there is a tendency for some observers to obscure or ignore the difference.
Thence spring errors of economic analysis and faulty political programmes.

MORE ON WHAT LVT IS AND WHAT IT INVOLVES

This planet was not made by man. In the terms of political economy, it is
not a product, not merchandise. What, then, can possibly be the ethical claim
to outright private ownership and control of land? It is at least as feeble as the
case for chattel slavery. If it is right that some may own the Earth to the
absolute exclusion of all others, it must equally be morally right for everyone
else to be born landless. Did the Creator so intend? Or are all men to be
deemed born with equal rights, with the equal opportunity to exercise their
admittedly unequal personal gifts, qualities, and inclinations? The origins of
private appropriation of land lie in force and fraud, aggravated when
apparently sanctioned under a civilised veneer.

In most of the world to-day, those who provide their labour (and those
who provide capital, which is no more than goods previously produced by
labour and now recycled to assist in the productive process) must pay
landowners for the right to use of a little plot of Planet Earth as living, working,
and recreational space — the very space on which they must toil to create the
wealth from which the land-rent is drawn. Then the state, needing revenue and
having thrown away the rental value of land, turns to tax the fruits of labour, so
that labour pays twice, once to the landowner and again to the state. People
expect to pay for the benefits, natural and social, afforded by the sites they
choose to occupy to the exclusion of their fellow men, but paying once is
enough!

Land values reflect collective current demand for access to what Nature
has provided free, together with current levels of, and trends in, the economic
and social activity of the community as a whole. Only incidentally are land
values historical. They must be renewed on a daily basis, and generally they
will depend too on perceptions of future economic activity and the
maintenance of political and social order.

When LVT comes in, no one’s land is to be seized and no title deeds
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taken away. No landowner (rural or urban, individual or body corporate) is to
lose anything he himself produces — indeed, the income landholders earn from
their labour and the provision of capital goods will be tax-free. What is
envisaged is a national land-rent charge to return to the community that which
belongs to it.

IMPLEMENTING THE NATIONAL LAND-RENT CHARGE (“LVT”)

At the outset it is essential to distinguish the meaning of the word, land,
as traditionally used in political economy, from its legal meaning of fixed
hereditaments. The concern here is with land as terra firma, as location, but
taking into account its mineral resources and other natural features. Buildings
and other developments in, on, over, or under the land surface of each plot are
ignored for valuation purposes, although in each case the surrounding area is
taken to be in its existing state of use and development. Land is valued on the
assumption of optimum use within planning and other constraints (be it noted
that the optimum may be lower than the maximum permitted).

We record, in passing, that land in economics includes the air, rivers,
lakes, and territorial waters as well as terra firma; but these are more
conveniently treated in separate legislation, applying the same principles.

The civil service can be relied upon for competent drafting of the
legislation, provided the government of the day gives clear political direction. It
would also be wise to work closely with valuers during the progress of the
legislation. Implementation will no doubt raise transitional questions — but
which of to-day’s taxes is so perfect? LVT is a replacement for current taxes.

The applicable circumstances at the time legislation is brought forward
are not readily foreseeable now. This makes it a somewhat sterile academic
exercise to produce a detailed draft to be put away in the desk drawer just in
case it should be needed in the middle of next week. Of course it could
happen like that, but a less optimistic view might suggest several, even many,
more years of campaigning. What will the state of the country be then? How
far will devolution have gone? What will local government be like and what will
be its powers and responsibilities? What happens as offshore oil and gas
revenue declines? What state is “Europe” in, and where is the U.K. in relation
to this “Europe”? How many wars will there have been, how many will the U.K.
have become embroiled in, and in what political and economic position does
the U.K. find itself in consequence? Is Westminster voting still “first past the
post” or will there be some form of proportional representation? If so, will it end
violent swings of “in” and “out” and encourage consistency in fiscal policy, or
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will it paralyse progress in coalition compromise? Where does inevitable
change leave the party system, and what is the mood of the general public?
The principle underlying LVT, the fundamental aim in introducing the policy,
and the broad issues involved in implementation, are already known or readily
deducible. The finer detail of the legislation must await the event.

Launching the system

LVT will be brought in as an annual percentage levy on the rental value
of land. The lower the percentage of land value that is taken in LVT, the more
is left behind with the landholder. All the evil consequences of land rent
appropriation will still be present (withholding and under-use of land;
extortionate prices; taxation of labour and capital and of the goods and
services they produce; unjust distribution of wealth; periodic bouts of
unemployment; the cycle of boom and slump). Especially if the percentage is
low, and even more so if there is no expectation that the percentage will be
increased or if there is belief that the system may in time be dismantled, the
macro-economic benefits claimed for LVT will not materialise.

Land is a natural monopoly. Its supply for practical purposes can not be
increased, nor can it be transported from where it is almost worthless to a
location where it is scarce and costly. Its market price is thus apt to contain an
artificial speculative or “hope” element. Land value, if measured nationally
to-day, would therefore, in aggregate, be found to be too high.

The aim at the time of the first valuation is to launch the system. It will
greatly help if the number of appeals is kept down. Tending initially to
undervalue is thus likely to cut the number of complaints of over-valuation
whilst also recognising that the advent of LVT will in any case knock some of
the “steam” out of the land market by encouraging the bringing of derelict land
into use and the better use of land currently under-used. Concentration of
effort need not therefore be on seeking perfect accuracy of current values, but
rather on attaining correct relative values. The important task is to get the
differentials right by consistency in the undervaluation, so as to limit appeals,
as far as possible, to questions of comparability. Further to cut down frivolous
appeals, landowners who complain that the valuation figure set on their land is
too high, may be required to market it (giving public authorities first option) at
their own lower assessment of its value.

LVT, then, acts at first to reduce overall land value. It halts and indeed
reverses the process of forcing producers to by-pass comparatively good land
and set up on land that ought to have been left marginal. Raising the margin of
production raises the total wealth output, by using only the most favourable
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locations. It raises the total going to labour in wages, and it lowers the total
that goes to the holders of land (by operation of the economic Law of Rent, as
illustrated above, page 5).

Land is to-day seen as a good investment. LVT reduces its (land’s)
attraction in this respect, because it takes part of the land value as a national
land-rent charge, leaving less to be capitalised in buying/selling price. Even
future windfall gains from planning permission or major infrastructural
investment will be at least partially taken away (depending on the rate of LVT).
This will likewise act to dampen speculative “investment” in land. The
tendency is thus to bring land values down still further. This tendency will be
accelerated if it is widely accepted that LVT is here to stay and that the
percentage levy will be progressively raised.

Spread of benefits from progressive implementation

As LVT is increasingly applied and its benefits flow through in to the
economy and society generally, taxes are taken off labour and capital, off the
processes of production and trade, and off the consumption and accumulation
of wealth. Without this burden of contemporary taxation, land that is now
economically marginal and even sub-marginal will be able to sustain a
livelihood and will be brought into economic use. At present, some activities
are killed because production does not provide a living wage or a return on
capital after taxes like VAT and motor fuel duties have been paid. LVT, by
contrast and by definition, is very low just above the margin and zero at (and
of course below) the margin.

If the initial effect of LVT is to raise the margin and reduce the land value
total, the secondary effect goes the opposite way: it encourages new activity
beyond the revised margin back out towards (or to or perhaps even further
than) where it was in the bad old days, but this time with added production,
added prosperity, added employment prospects, added opportunities for
deployment of capital, and a more just society.

LVT in its fullness — and the ills it has to meet, beat, and replace

During the transition period, the yield from LVT will inevitably be patrtial,
though increasing. At the same time there will still be legitimate demands on
the state which are the consequence of current policies and practices.
Pensions are an example: a 20-year old can be told there will be no old age
pension from the state, but one can hardly say that to a 55-year old who has
had a lifetime of struggle in low paid jobs with several periods out of work
altogether. While this situation of partial LVT and residual welfare demand
continues, contemporary taxes will have to remain, albeit at declining levels.
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The time will be reached when transition is complete. It will almost
certainly have become obvious by this stage that all taxes come ultimately at
the expense of land value. Removing remaining taxes of the contemporary
sort will therefore lead to a further rise in total land value, at which point the
total land-rent fund (as LVT would then have become) would be at least
enough for normal peacetime public revenue requirements. Let us follow this
line of thought.

For this purpose we may disregard capital and interest. The rate of
interest is whatever is necessary, allowing for time and risk, to induce people
to provide capital instead of devoting their income to immediate consumption.
We therefore concentrate on labour and wages and on land and rent. In
to-day’s imperfect society, rent is privately appropriated. Some land is withheld
from use; much more is under-used. The margin of production is depressed,
leading to artificially low productivity. Distortions follow. With less good land
available, rents and prices rise. This induces use of capital to mitigate
shortage of affordable land (for example, intensive agricultural methods,
high-rise buildings, urban sprawl and the need to invest in extended
supporting infrastructure and facilities). All this is economically wasteful.
Wages are depressed, literally to subsistence level in backward economies
controlled by ruling cliques owning all the best land, but in advanced “western”
economies to a level of general decency which will ward off civil unrest and the
threat of rebellion.

With wages of general labourers held at the lowest socially acceptable
levels, it follows that all taxes must come, can only come, from what would
otherwise be captured by the beneficial owners of land. Superficially this is not
so. Personal and corporate incomes are taxed. Private possessions are taxed
(for example, by the council tax and the UBR). Goods are taxed in the course
of trade (for example, import duties and VAT). In practice, however, take-home
pay and what it will buy are what count, and, with an inevitable time lag,
personal taxes are pushed back to the employer, and the employer has to
draw the line at what he can now afford to pay for land.

Of course it is more complicated and more wasteful than that. Business
will try and pass its higher labour costs on to the consumer and will then have
to cope with the demand for higher pay. Consumers will meanwhile have to
cut back on what they can buy and/or will turn to cheaper imports and/or to
substitute goods. Business faced with higher labour costs will look to use of
machinery in place of men. Rising unemployment leads to higher welfare bills,
obliging the government to raise taxes and so give the merry-go-round a
further spin. A retailer can afford only so much in outgoings if he is to survive,
so that a UBR increase reduces his capacity to pay a landlord’s demand for a
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rise at rent review time. If the landlord insists, the retailer has to quit. The
landlord has an empty property on his hands until he recognises he has to
come back down and, in effect, absorb at least some of the UBR increase.
Meanwhile society at large is the loser, for the tax receipts are down, the
landlord has idle capital (the shop structure), the retailer is out of a job, and the
public loses a shopping facility. On land at and just above the margin of
production, there is, as we have seen, either no land value to bear any
increase in conventional taxes or insufficient to bear all of it. Since wages are
already at the lowest acceptable level, further tax renders work uneconomical,
production ceases, jobs are destroyed and capital made redundant.

Where taxes do go down, land does absorb the benefit. Abolition of
domestic rating (a property tax) in favour of the community charge (levied on
the person) gave an instant, presumably unintended boost to “house prices”
(housing land prices) that were already spiralling upwards in the mid and late
‘80s. Successive UBR revaluations have shifted the incidence of the rate both
geographically and between different classes of non-domestic property:
beneficiaries have found themselves faced by stiffer rises at rent reviews than
they would otherwise have expected. Aimost all taxes do come ultimately from
land. If there are exceptions, they are single, isolated, unexpected levies like
“‘windfall taxes” and perhaps duties on accumulations of wealth like inheritance
taxes.

That word, “ultimately”, is important, because in the meantime any tax
increase has to be carried by the wage earner (or the retired or unemployed or
welfare benefit recipient); and while the effects of conventional taxation are
working through the system — a process which can take years in many cases —
injustice and the maldistribution of wealth persist, damaging the nation to its
very core.

Concluding challenge

It would be an exaggeration to claim that the national land-rent fund
must amount to to-day’s tax burden plus to-day’s land value, but it must be a
huge figure all the same, well in excess of either of these elements alone. This
natural fund has been created by, is sustained by, and is usually progressively
increased over time by, the collective economic activity of the citizenry. Why
give it away? The result is to pay once for access to land to live and work on,
and then to pay a second time in the form of conventional taxation to fund
government revenue needs. Why?

Since the late 19th. Century, LVT, site value rating, and other forms of
land taxation (all of the latter unsound in theory and ineffectual or worse in
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practice) have rarely been out of the political consciousness here and abroad
(especially in the old Empire and Commonwealth). The land question is as old
as the Physiocrats and formal economics itself. No one participating in or
entering the land market can legitimately plead ignorance. Landholding does
not take place in a historical, political, or indeed moral vacuum.

Postscript

In the foregoing, several references have been made to the economic
margin. There is of course a true margin, beyond which all production is, at
any one time, uneconomic. This is the margin which has been used here for
illustrative purposes and for simplicity and clarity. There are, however, many
margins within this ultimate margin. The value of a plot of land depends on the
advantages, natural and social, which its location offers. Very few classes of
potential user can afford the best sites, much as they might like to have them,
because they cannot conduct profitable business from them at the assessed
rental value. In short, the site offers advantages which these would-be
producers or traders cannot make full use of. Conversely, there are sites
which most businesses will not use, even at an annual rent of 5p, because the
locations suffer so many disadvantages that costs of production and
distribution far offset the cheapness of land. In cases like this, producers need
the advantages of much better locations and are willing to pay for them. The
land market, freed from distortion by national land-rent collection (LVT in its
fullness), simply allocates use sensibly and fairly according to who is best
suited to exploit profitably the advantages of each unique location. Within this
framework, a pattern of margins will be discernible for each trade and for each
sector within each trade. References to the interaction between the economic
margin and the withholding and under-use of land, and between the economic
margin and taxation, are to be read with this greater complexity in mind.

In our next Issue, No. 207, we shall be including some further backing for our case
for the taxation of land values (perhaps more accurately denominated a National Land-Rent
Charge — but LVT will do, for the time being!).
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DEFINITIONS

"Practical Politics" aims to use a small number of words with the
meanings attributed to them by the classical economists: -

Land:

Labour:

Capital:

Rent:

Wages:
Interest:

Margin of
production:

All the material universe outside of man and his products.
Land thus includes rivers, lakes, the sea, and the air, as well
as the land surface and what lies beneath it. In most
applications, though, land will obviously equate with terra
firma, with site and location.

All human exertion, mental or physical, directed towards
the production of wealth.

Both wealth used in the production of more wealth, and
wealth in the course of production and exchange. Capital
thus includes intermediates and stock-in-trade, as well as
such items as tools, machinery, buildings, and vehicles used
in the productive process.

The return that is due to land when wealth is distributed.
The share of wealth that is attributable to the superiority of
any piece of land over marginal land.

The share of wealth that is the return for labour.

The share of wealth that is the return for the use of capital.

Way out in the wilds there is land that has no economic
value: it is termed sub-marginal. Then there is land that

can be used for economic purposes only if no charge is
made for its use: it is known as marginal. All the rest is
sufficiently suited for economic use for charges to be leviable
for the privilege of making use of it: this land yields what in
political economy is called rent.
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Parliamentary definition of site value, taken from section 3 of the London
Rating (Site Values) Bill, 1938-1939:-

The annual site value of a land unit shall be the annual rent which the land
comprising the land unit might be expected to realise if demised with vacant
possession at the valuation date in the open market by a willing lessor upon a
perpetually renewable tenure upon the assumptions that at that date —

(@)

(b)

(€)

there were not upon or in that land unit —
(i)  any buildings erections or works except roads; and

(i)  anything growing except grass heather gorse sage or other
natural growth;

the annual rent had been computed without taking into account the
value of any tillages or manures or any improvements for which
any sum would by law or custom be payable to an outgoing tenant
of a holding;

the land unit were free from any incumbrances except such of the
following incumbrances as would be binding upon a purchaser —

easements; rights of common; customary rights; public rights;
liability to repair highways by reason of tenure; liability to repair the
chancel of any church; liability in respect of the repair or
maintenance of embankments or sea or river walls; liability to pay
any drainage rate under any statute; restrictions upon user which
have become operative imposed by or in pursuance of any Act or
by any agreement not being a lease.

“‘works” does not include any works of excavation or filling done for the
purpose of bringing the configuration of the soll to its actual
configuration;

‘road” does not include any road which the occupier alone of the land
concerned is entitled to use.

*% *%
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