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Idle Land from front page

years would be banned).

We agree that ‘“‘small
businessmen will prove to be
considerably more imaginative
than public bodies in thinking
up profitable uses for land
hitherto considered useless.”
But the scheme proposed by
London’s entrepreneurs is ill-
conceived.

/s there any need to tie up
large sums of cash in the
purchase of land? Capital
should be invested in
machines which provide jobs.

Other means can be found
to force owners of vacant land
(both public and private) to put
their sites to use; and the users
should be obliged only to pay
rent for the secure possession
of the land.

/s there any reason to
believe that the vacant land, if
transferred into private hands,
would be put to better use?
Speculators would certainly
win a share of the auctioned
land. Their targets would be
the prime sites, the ones which
it would pay them to continue
to hold vacant until the
economy recovers sufficiently
to squeeze speculatively high
prices out of the wealth-
creators!

Despite these criticisms, it
is refreshing that entrepren-
eurs are finally taking an active
interest in land use. They need
to think a great deal more
about the solutions: but at
least they are beginning to see
that their fortunes are linked
with the way in which we use
(or misuse) land.

LAND’S income tax could be

abolished if the full annual rental
value of land was captured for the
benefit of the community.

Under the present fiscal system,
under 1% of the people born in
Ireland own over half of the land, and
last year they paid only £250,000 in
taxes on their land.

A radical change in the tax
structure would boost output and
employment, reduce emigration and
eliminate budget deficits. These are
some of the key points made to the
Irish Commission on Taxation which
is taking evidence in Dublin.

The land tax calculations were
made by Mr. Raymond Crotty, an ex-
farmer who now devotes himself
full-time to research into the country’s
economic history.! His controversial
proposals are summarised in the
table.

R. CROTTY used extremely
conservative estimates to
arrive at total revenue to be derived
from a tax on the annual value of
land. He states:

"Given that Irish farmland is worth
£1,500 an acre, that conacre rents
are £100 an acre, that urban land
sells at millions of pounds an acre,
there is clearly scope for raising
much revenue by taxing it ... The
question of how much revenue can
be raised is, under the circum-
stances, academic.”

He arrived at the figure of £1,500m.,
which is well over the £1bn. raised in
income taxes in 1980, by noting that
there are 12m. acres of good
agricultural land and 5m. acres of
rough grazing land. He further
assumed that urban land is worth half
the value of rural land (in Denmark,
notes Mr. Crotty, urban land is worth
approximately double the value of
rural land).

In his 25-page report, Mr. Crotty
discusses the objections that could be
raised against his estimate, and takes
account of the flow of land onto the
market if it was taxed at its full
annual rental value. He concludes
that his estimate is not an exaggerated
one. More controversial, however, are
some of his proposals for the reduc-
tion of State expenditure.

R A START, Mr. Crotty

believes that the Irish Govern-
ment should disavow any obligation
to continue financing the public debt.
This would save £750m.

Within the new tax regime that he
outlines, governments would not have
to resort to deficit financing. And,
reasons Mr. Crotty, “if it is no longer
necessary to expand public debt, it
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® Raymond Crotty

ceases to be necessary or expedient to
service existing debt.” He points out:
“The justification for taxpayers now
servicing debts imposed on them by
past politicians, who undertook
expenditures that they were unwill-
ing to finance from current taxation,
is to make it possible for politicians
now to incur further public debt to
be serviced in due course by future
Invoking what he calls “the basic
principle of responsible government,
that rulers shall spend only what the
ruled provide,” Mr. Crotty then
proposes that other charges on
central government funds should be
abandoned, such as public sector pen-
sions.

He calculates that government
expenditure could be reduced by an
additional £1bn. In all, Ireland would
be better off to the tune of £2bn. net.
But what would be the economic
impact of such a dramatic change in
fiscal policy?

E WAY to distribute the freed

resources would be to allocate
each adult an equal share: £1,000
p-a., or £20 per week.

Direct and/or indirect tax rates
could be reduced, consumption would
rise, and there would be a significant
increase in investment and output.
This, in turn, would increase employ-
ment, and reduce the need for the
large-scale emigration which has
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Savings on public debt service

Additional revenue from land tax

Savings on pensions & export subsidies

Savings on defence and unemployment
Less borrowing foregone

Total freed resources, p.a.

I £5 millions
1,500
750
500
500

3,250
1.250

2,000

characterised Irish history over the
past 150 years. Some taxes, such as
VAT, could be abolished.

The dynamic influences are noted,
but Mr. Crotty is concerned to
hammer home a central point:

“The mechanics of the distribution
of the fiscal benefits from taxing
land are secondary. The primary
point is that taxing land would
appropriate for social purposes that
surplus which accrues to land and
which now insulates its proprietors
from market forces and enables
them to use land inefficiently.”’
The land tax would force the
redistribution of land to more efficient
users; this would increase agricultural
output, and consequently raise the
level of demand for non-agricultural
goods.

This, notes Mr. Crotty, appears to
square two circles.

FIRST, the land tax does not
decrease output; it increases produc-
tion (though it does reduce the
amount of land used for a given
output).

SECOND, it increases incomes
while simultaneously lowering vari-
able production costs. Mr. Crotty
demonstrates, diagrammatically, that
the annual payment of £1,000 to each
adult would reduce labour costs,
though not incomes. And this,
through economies of scale, would
lead to more profitable and competi-
tive industries.

RTS OF Mr. Crotty’s report

will be unpopular. Many
people will react strongly against his
view that public sector pensions
should be disallowed. They will not be
impressed by his argument that the
equity reason for doing this is that

these claims on future taxpayers were
created without reference to the
ability or willingness of future tax-
payers to meet them.

But this does not detract from the
importance of the economic conse-
quences of land wvalue taxation.
Balanced budgets, for example,
remove the need for a monetary
policy that generates inflation.

His proposals, however, also have
important sociological results.
® Higher incomes and lower
unemployment would reduce trade
union militancy;

@® Families would not be torn apart:
zero emigration would be possible for
the first time in many generations;

And there would be many other
psycho-social benefits from the con-
scious application of the ancient
Brehon tribal law that land should
serve the interests of the whole com-
munity. But in Mr. Crotty’s view,
time is running out for the Irish
economy. The burden of public
expenditure, the misallocation of
resources and a distorted economy
are rapidly leading to what he calls “a
situation verging on complete public
finance and economic collapse.”

His diagnosis of the problems, and
his central prescription — the need to
capture the market rent of all land for
the public benefit — are sound. They
could be equally well applied to the
other industrialized economies of the
Western world.
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