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LAND VALUE TAX

Report of the Land Tax Working Group

Origins of the Study

1.
The following resolution was passed at a meeting of Oxfordshire County Council on Tuesday 18th June 2002:  "This Council invites the Executive to set up a Working Party to investigate the possibility of following Liverpool City Council’s example, by lobbying the government to allow it to raise a Land Tax."  At the subsequent meeting of the Executive, it was agreed “to set up a Land Tax Working Group, comprising the Leader of the Council, the Deputy Leader of the Council and the Leader of the Opposition (ex officio), plus one nominee from each of the political groups, a staff member appointed by the Director of Business Services/County Treasurer and not more than 3 co-opted members”.  The terms of reference of the Working Group were agreed to be: "to advise the Executive on the feasibility and advisability of following Liverpool City Council’s example by lobbying government to allow it to raise a Land Tax".  The Group was given a budget of £500 and given permission to invite expert witnesses to advise it, and to commission studies.  

2.
The study area needed to be a contrast to the Liverpool study which is using a run-down urban area. We approached the Vale of White Horse Council (VOWH) and they agreed to work with us. The Vale Executive voted to “Support the work of the County Council in investigating the implications of the introduction of Site Value Rating by undertaking an analysis of a representative area of the Vale”. 

3.
The working group that was set up finally consisted of 5 elected members (Cllrs Hodgson, M. Godden, Joslin, Roaf and Simmons), an officer from Financial Services (David Illingworth), the then Leader of the Vale of White Horse Council (Cllr Paul Bizzell)  and Tony Vickers, an academic researching in the field.  Officers from the VOWH and the valuer attended meetings as needed.  Conservative colleagues were invited to join us but declined.  Minutes of meetings were sent to the Leader of the Council.  Following the change of Leader of the Labour Group, copies of minutes were also sent to Cllr Brighouse.

Objectives

4.
We aimed to demonstrate:

(a) how practical LVT would be; and

(b) how the resulting tax levels would compare with the present system.

We proposed to calculate the impact on different types of land-holding of introducing a Land Value Tax designed to raise overall a sum equal to the total current yield of Council Tax and National Non-Domestic Rate (NNDR).  An area of Botley and Cumnor was chosen because of its mixture of suburban and rural areas and agricultural and high-tech economies. 

5.
We were very fortunate to be able to use the services of Mr Robert Ashton-Kane, a qualified valuer, to carry out the valuations as part of a research project by Mr Tony Vickers, funded by the Lincoln Institute of Land Policy.  We were also fortunate in the degree of co-operation given to the project by VOWH officers.  Our thanks also go to the Joseph Rowntree Foundation and other donors listed in the main report
 for their financial support.  Finally we wish to express our appreciation of the support given by the Lib Dem Political Assistant, Stephanie Ouzman.

6.
It is agreed by all parties that the data resulting from the study is the property of the VOWH and will be available to academics and professionals as a resource for further study.

Outcome of the Study

7.
The details of the process of valuation and incorporating the results on the VOWH GIS data-base are set out in the full report which also presents a set of different models for applying the tax.  The response to the questions we had set ourselves is as follows:  

How practical would the introduction of LVT be?

8.
(a)
Valuations based on the undeveloped value of land present no special problems to a professional valuer.  The initial valuations would be no more expensive than, for instance, the planned revaluations for Council Tax and NNDR.   Thereafter the system would be simpler and cheaper to maintain than those based on developed values.
“This exercise has illustrated that the principle of conducting a revaluation of all properties in anticipation of adopting a Land Value Tax system need not be as laborious or resource-consuming as feared by many.  Indeed, with the advances in information technology, including GIS, there is an argument that, given that there are, by definition, substantially fewer plots of land than hereditaments, this tax base would be a more efficient use of current resources in the event of a national revaluation.”   Robert Ashton-Vale

 
(b)
The increasing availability of well-developed GIS systems and other IT developments have the potential to make all property tax administration and land use planning easier and cheaper. 
“The LVT GIS data and map layer was constructed using established GIS technology and methods…. The methods used to create the 3,500 site polygons for the LVT study area will be applied to further areas.  The creation of a comprehensive set of addresses and site boundaries will enable the analysis and visualisation of the wide variety of land and property data sets.”   Jonathan Black


(c)
The lack of definition of agricultural land holdings at the present time would need to be addressed if agricultural land is to be included.

How would the tax levels compare with the present system?

9.
Model 1 shows the effect of a single tax rate across all categories of land.  This produces more losers than winners overall for residential payers (1774 to 1321) with Bands B to D showing more winners than losers, and Bands E to H showing more losers than winners.  (Band A is anomalous – see para 13(c)).  There are more winners than losers for commercials (43 to 6) and agriculturals would be paying tax for the first time.  The figures might be more favourable to residentials when the tax became county-wide and included the most valuable commercial sites in the city centre.

10.
On examining the data further, we realised that commercial properties currently pay a higher rate of tax in relation to their land values than do residential properties, and this had affected the  winners and losers in our Model 1. Colleagues in the Land Value Tax Campaign pointed out that market prices, on which our valuations are based, are reduced by the impact of tax currently being paid on each plot and suggested we should add back into our valuations a figure representing the capitalised value of the tax being paid.  We have re-run Model 1 adding the Council Tax/NNDR (capitalised) to each valuation and accept that this is probably a more accurate method.  It did not make any significant difference to the result.

11.
Other models were run in which we raised the equivalent of the Council Tax from the residentials and the equivalent of the NNDR from the commercials (Model 2).  This gave comfortable results for the residentials (2142 winners to 952 losers) and could be used in the transitional phasing in of LVT.  We also ran some models (Models 3a,3b,3c) which had a uniform tax rate but introduced a ‘homestead’ allowance for residential plots.  This is a pattern used in other countries where LVT has been adopted.  Model 3c gives 2196 residential winners to 896 losers.

12.
These figures show that any introduction of LVT would correct the regressive character of Council Tax and that there are various ways of smoothing the transition from the present tax regime to one based on LVT if that seemed desirable.

Other Effects of LVT

13.
Advocates of LVT claim various benefits from the tax and our study has confirmed some of them.

(a) It is simple and cheap to administer.  Our professional colleagues confirmed that it was a simple process and would involve less work that the current taxes.

(b) It is impossible to avoid.  It would be for the government to complete the long-awaited land register and to provide sanctions to ensure that land-owners had to identify themselves.  This is already planned for around 2010-15 and would require only secondary legislation and no significant public expenditure.

(c) It reinforces the planning system by encouraging development where the planning authority wants it.  The small group of Band A dwellings are an example of this.  Some of these are old prefab bungalows in a poor condition; others are occupied by travellers with a large area of open land.  All these sites show an increase of tax under LVT which would encourage better use.  However, the council might wish to protect the travellers and declare their sites reserved for such use.  The market value of the sites would then fall and consequently the tax.

(d) It enables public authorities to recover the value of money they spend on infrastructure and services by an automatic increase in their tax revenue (or decrease if they allow an area to decline).  We cannot point to particular examples of this within the study area though we have no doubt that they exist.  In general, land values throughout the site depend on its proximity to Oxford and that assumes good road and bus access.  

Impact of the Oxfordshire Study on the national debate 

14.
We have been surprised and encouraged by the amount of interest in this Study.

15.
In September 2004 members of our group presented the interim findings of the study at a conference held in Oxford by the Waterfront Conference Company.  A widely representative audience showed great interest in the work.

16.
A seminar held at County Hall in January attracted representatives from HM Treasury, the LGA, the Lyons Enquiry and academics from Oxford and Kingston Universities.  Again our work was well received and led to a lively discussion.

17.
We were invited to give evidence in person to the Lyons Enquiry and Sir Michael Lyons expressed particular interest in having a practical demonstration of the tax.  HM Treasury Property Tax Team have also had discussions with us and have asked for access to our data.

18.
There is now talk of similar projects being carried out in a London borough, a Scottish unitary and Newcastle.

19.
Altogether, our modest study has attracted interest at a high level and we believe has enhanced the reputation of our two Councils.
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Background Papers:  See full report

� The full report of the Working Group will be circulated separately to all members of the Council and will be available for public inspection
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