lecture X

A PLAN OF ACTION '
l.adles and Gentlemen

~ “Inthis lecture | am undertaklng avery dn‘flcult task becaUSe 1 ®
am about to put before you for your consideration a plan‘of
action. I want to indicate to youjust how the system of freehold

land tenure might be replaced by a system of Crown Ieaseho]d
- tenure in an orderly way. -

First | must stress that such a reform is not 80! much an’

innovation as a return to, and reapplication .of, traditional
concepts. | am not proposing revolution but a fundamental
reform in harmony-with our history.

‘Three factors already existing will facrlltate the changeover

(a) The legal theory underlying the holding of land in New

Zealand is in no way violated by this reform. You will recall that

inspeaking of the feudal system in an.earlier lecture |

mentioned that it was utterly destroyed and only “the shell of
legal theory’” remained. That theory is that the Crown —
representing the Lord and the whole people — is the sole

sovereign owner of the land and we property “owners” are all.
tenants of the Crown. | would make this theory into fact — by _

causing each tenant to pay the Crown a just rent.
~ (b) In 1896 in order to apply national and local taxes on land
* values and to exempt improvements on land from taxation the

Liberal Government passed the Valuation of Land Act. The'idea

Sy Son

© and practice of separate assessment of land and improvement. - ;

- values ‘is essential for a just leasing system because the -

improvements are the inviolable property of the tenantandthe -

- annual valye of the raw land is the inviolable property of the .-

Crown which symbolises the community, We have a skilled -
and experienced Valuation Department without which ‘the

~ implementation of a Crown leasehold tenure would be |mpos-.

sible.

great reform.

It has-been said that the hallmark of a true reform is that it
'makes other reforms p055|ble The truth of this aphonsm is
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(c) We havea Lands Department Wthh admnmsters the Land 2
_-Act 1948, This Act can with modification be adapted tothe new
~ order. The administrative mechanism forland acquusmon land -
leasing and land development provided .in the Act.can be
. readily adapted to. become an |deai mstrument to carry out the ’




demonstrated in the facts | have related. Were it not for these
reforms of the great days of the Liberal Government a change
of land tenure would be impossible. If New Zealand succeeds
in this undertaking it will be due to the work of Grey, Ballance, .
McKenzie and their colleagues a centuryago.. =~ .
The land must be purchased .~ . = .
Every owner of land in New.Zealand has acquired his holding
legally and he has a.State guaranteed title to it, We have
 constantly pursued, and society has encouraged the pursuit, of
the ideal of a land bwning democracy. It would be an enormous.
injustice if land owners were expropriated. Their legal rightsin
the bare land must bé purchased-at a just price and they must
retain the ownership of all the improvements to the land they"
occupy. . _ AR IR R R o R
SR The price : _
In many countries attempts have been made to purchase the
jland by the issuing of interest-bearing State guaranteed
honds, so that the recipient of the bonds enjoys a continuing
income. Given the power of the State to destroy the value of
such bonds by an inflationary policy in my view this is not
acceptable unless such bonds are absolutely inflation pro-
‘tected. The lands will require to be purchased in the market
and gradually retired from the market. e R

It witl be at once objected that the cost of land purchase will
be so great as to be completely impracticable. With this view |
do not agree. | would riot go-as far-as the late Mr Peter Fraser
-who once said that: “the nationalisation of the land is not such
an impossible task afterall. [t would cost about one half-penny
a square yard or less than the retail price of brown paper o
My stance is somewhere in between these extreme views.
it must be remembered that it-is'not necessary to purchase
ifa farmer were to convert from freehold to leasehold tenure
the Crown would purchase the land only and the farmer would
* continue to own all the improvements as defined in the lease.
Similarly if the Crown purchased a farm and offered it for lease
the incoming lessee would have to purchase all the improve-
ments. Again the total cost.to the Crown would be the price of
the fand only. Although all New Zealand lands should.in due
time become leasehold lands, whether they. are .used: for

farming, ora residential, commercial or industrial purpose, we
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are atg:)resent concerned only with farming lands, This is the
area of urgency and the urgency arises from the need to correct
the urban drift and stagnant farm production. A slow popula-
tion growth and a high emigration rate has reduced the impact
‘of urban land problems, and while it has by no means lessened
the need for land reform in that area it has dlmzmshed its
urgency substantially.
- In 1976 the gross-value of all Iand in counties was $5.6- bllhon
A considerable amount of land in counties is already publicly
owned and in addition there are 5.8 million hectares. used for
farming under Crown lease and licences and about 0.74 million,
hectares under development by the Department of Lands and
Survey. No doubt inflation has increased the total price of land
‘in-counties since 1976 but the figure for that year gives some
indication of the costs involved. This would be in-the: vicinity of
-five billion dollars (1976) *. In'a country which can havea budget
deficit of a billion dollars or more in one year and contemplate
the spending of manybillions on energy development the cost
of land purchase is not too alarming. - 0
There are two other important facts o remember The_“
purchase maney does not have to be paid outall at once andas’
land is putchased rent income begins to come in. Think of itin--
three phases. In phase one much purchase moneyis belng paid-
out and there is little rent coming in. In phase two rent is being
received in amounts sufficient to help finance further purch-
ases. Inphase three all'the land:has been purchased and the
total rent can all be devoted to reducmg taxatlon '

Speculatwe Value:

The second important factor is that in a dynamic society with

a growing economy there is a general assumption that progress

is inevitable and from this arises the conviction that the best

and soundestlong terminvestment is in land. This ever present

factor gives to land price a speculative element which is never
entrrely absent even in Government valuatlons :

* Since- preparmg th:s lecture -1 have Iearned from the Government Valuation

Department that gross rateable land values in:counties’ ‘have increased from $5.6 billion -
“in 1976 10 $13 billion in 1980. There are three reasons for this fantastic increase: (a)

inflation; (b} govemment subsidies. and incentive payments to farmers, ane (c) the .

change from:Unimproved Value to Land Value. This change was incompléte in 1976,

- The proposal advanced here means that the Crown would purchase what used to be
called the Unimproved Value of a farmi and not the Land Value whlch by present
defrn |t|on fnciudes the value of many |rnprovements g _ )




When a land purchase and subdivision policy was adopted
by the Liberal Government in1890-1900 its plan was helped by a
moderate fallinland values. This was caused by this speculative -
element in land price being squeezed out as much by the
Gm;?rnment’s_announced land tax policy as by the Land Tax
itself. . % .

Similarly when a government proclaims a policy of promot-
ing a transfer from freehold to leasehold land tenure a similar
effect on land values will occur and land price will fall to-a true
productive fevel. : _

The process of squeezing out the speculative component
‘and reducing land price to a true productive value could be
materially assisted by two fiscal measures, viz. land value
taxation and estate duties and | will say a few words about each.

_ ‘Land value taxation” = =~ ..

1. When rating on Land Value is adopted in an. area
previously rating on Capital Value it usually results.in increased
rates on land improved below average and decreased rates on -
lands improved above average. The change therefore tends to
inhibit poor land use and encourage good land use.and at'the -
same time it tends to restrain”land price. by making it-less -
attractive as'a mere investment. it helps the land user-and
hinders the land investor.. = 0 o s
. There are_’sti_l.l.31'co_unties__'r_at_i__rjg'_D.p'.-Gap_i__tal_'-\(alyg's in. New -
Zealand. Making Land Value rating mandatory ‘in counties
would be a useful, if minor and -local, force in the right

direction. ! SRS Rl L 1S S SR
2. A national Land Tax on rural land. might be levied which
was completely deductible from any Inco
“tax loss’” farmer, the hobby farmerand the
would feel the full weight of the tax..The er.of . valuabi
farm land being used at only a fraction of its potential would -

also be stimulated into activity by such an impost. -~ -
Many hard working and hard pressed farmers taday, plough-
ing back their earnings into fand development, pay little or no
income tax. Such farmers should be able to claim exemption
from that part of the Land Tax which exceeds their income tax.

' Farm valuations _ -
Here | must digress to make some comment on land
valuation for land tax and rating purposes. Our present
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~valuation practice is by no means-above criticism on two main g
counts. First with five yearly valuations all at different times, -
values in all counties cannot be'in harmony and the incidence -
of a national tax cannot therefore be the same throughout as.
equity requires. Secondly for the purpose of taxation of the
kind proposed the dominant factor must not be strictly market
price, which is subject to many influences, so ‘much as
_potential productivitiy. This need forvaluations all to be made -
‘at 'the same date and focused on productivity invites- the
adoption of new methods of valuation. In my view we should
adopt the methods used in Denmark. B _
Inthat country, where there is a considerable degree of land
‘value taxation, the whole country is valued — both urban and
rural — all in one year. Most of the valuation is done by local
people, who are not valuers, working under the guidance of
valuation officers of a Valuing Authority like our Valuation
‘Department. Farms are largely valued by local farmers. The
‘procedures have now been operating unchanged for at least -
fifty years and. are ‘totally democratic and efficient for thier -
“purpose,’In the case of theland tax hére proposed | think the
Danish system would be more appropriate than our traditional
procedures. pe 3 « 2
. . N Estate duties -~ -~ - .
- Estate duties could be a useful tool in facilitating a chanige of - .
tenure from freehold to leasehold. The excecutors of afarming. =~ -
estate instéad of having to'selt-all or part of & property to pay = =
estate duties might elect to sell the land only.(and nof the
improvements thereon) to the‘leasingauthority and t afifty
yearlease containing clauses giving priority to a memberofthe .~
family when at the end of fifty years thelease expired andanew =
‘one was to be issued. The sum paid by the leasing a
the land may pay a part, or whole; or more than the whole, o
the estate' duty- due. ‘When the new" proprietot™ died- his
successor would: pay estate. duties only ‘on the valie ‘of
improvements. The identification of the family with the land
would be preserved if selling .up were in this way avoided. ‘-
~ There is one further factor which might be mefitioned which
may facilitate the changeover of some farms from freehold to.
leasehold land tenure and'it is this.. e L
~There are probably many young farmers .st'r'uF ling with a
very heavy load of mortagage payments who wou c% be pleased -
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to change their tenure from freehold to a fifty year lease at a
‘rent which would be indexed against the ups and downs of
overseas prices. A package deal designed to be attractive to
farmers in this situation would represent-an-enormous advance
on such things as the Mortgagors Relief Act of the last great
depression which may yet come up forserlous consnderatlon in
the 1980's. _ : 8

- This comment leaves me’ to . consider--what ‘the - national
response should be if indeed the nineteen eighties prove to be
economically disastrous years such. s, those of the elghteen
eighties and the nineteen thirties. - -

1f such should prove tobe the case 1am forced to the oplnlon
that the disaster will be on a ‘much greater scale than.in the
periods | have named. A comparison of the. circumstances -
between these previous penods and now WI“ explaln why lam
of this opinion. . ) :

In 1880. The populatlon was about 500 ,000. There was very
littie overseas export save in wool, tallow, tfmber and gold .
The lavish expenditure of borrowed money rather than falling .
world prices precipitated the crash. Most farms were-family
sustaining rather than trading enterprises. Large farmers were
economically strong. Small farmers were mairly original set-
tlers and were inured to hardship. The distress caused by the
depression was largely in the towns among would- be settlers
locked out by land monopoly. :

In 1930. The population was 1.4 million which was 40 per cent _
rural and 60 per cent urban. Overseas trade was our national
business. Sustenance farming had largely given way to com-
‘mercial farming. Land values were very high due to.a post war
boom plus the lavish expenditure of borrowed money-in the
land market. When overseas prices fell widespread bankruptcy
came on the farming lndustry whlch supported the super---
structure. _

In 1980. The populatlon :s 3. 2 mllllon and is 17 per cenh’ural
‘and 73 per-cent ‘urban. Farming_ is. now tntally commercial-
_busmess and totalty depend c : :

perlod of faIImg prlces for our pro._ _ucts must i :
consequences. . : e




Inflation has diminished debt-servicing costs somewhat but
it has increased all other farm costs already swollen by the
policies of protectionism in other sectors. The very measures
designed to support the industry in the fong run add-to-farm
costs. Only a strong and sustamed upturn-in world prrces ‘can
remedy the situation as | see it.".

In 1930 the largest item in farm cost was the payment of
interest and principal on mortgage. An attempt was made to
keep farmers on the farms by arbitrarily slashing these pay-
ments under the Mortgagors Relief Act and related legislation.
Nevertheless thousands of farmers walked off their, farms and _
joined the army of unemployed. Ty _

in my view every effort should be made to prevent such a
calamity again occurring. Debt servicing is still a very important
‘cost and one way to reduce the debt load and keep a farmer
solvent would be for the State to take over that part of the.
mortgage represented by lanid price, cancel.it and convertthe
farm into a Crown tenancy with’ much reduced annual Iand
cost. " : :

The Ieasrng authorrty

‘But | drgress from the main theme of thls Iecture whlch i5 to
‘indicate what means may be employed to convert farm tenure
from freehold to leasehold. | have saidin my opening remarks
‘that it might well be supplied by the Lands and Survey
Department within the legal framework of the Land Act 1948.

The Lands and Survey Department is the land admiinistration
agency of the Government. The departmental head is the
Director-General of Lands. The country is divided into twelve
Land Districts each headed by a Commissioner of Crown Lands
under his control..

' The administration of all Crown lands and the purchase and
development of land is done by the Land Settlement Board.
The Board, whose chairman is the Minister of Lands and whose
deputy chairman is the Director-General, has on it representa-
tives of appropriate Government departments and not more
than four other: persons a;zfomted by the-Minister. The Board
appoints one or mare Land Settlement Committees in-each of
‘the twelve Land Districts. There are at'the moment twenty. ‘of
these. Each such committee has three. members;. the local
gommlssmner ‘who is. chalrman and two prwate farmer mem-.
bers : : - S et
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This - organisation has been buying, selling, leasing and
developing land for over a century and with some modification
can undertake the task of changing the land tenure of New
Zealand once the Land Act has been appropriately amended.-

In these lectures | am advocating that the.(a) purchase of
existing farms, the selling of improvements.and the conversion
of tenure from freehold to leasehold should be done on alarge
scale; (b) that large farms purchased should be divided into
family farms; (c) that, with due regard for the environment,
unproductlve lands should be developed for farmmg, by
clearing, drainage or irrigation.. _

The Land Settiement Board has two main functions:

(@) buying, selling, leasing and administering land, and
(b) development of unproductive land.

Under the administration | envisage. ‘these two functions
would, because of the great increase in the scale of their
operatlons, require two bodies.. The development function
could well be taken over by the Ministry of Works and the land
purchasing, leasing and adm[mstration remam w:th the Lands-
Department.

The Land Settlement Board’s name is tradltlonal but does not
match the function and scale here proposed. It would be moré .
suitably named the National Land Commission. Similarly the
Land Séttlement Commlttees mlght be named Dlstrlct Land -
- Commissions. '
More than a nasne. change, however would be needed The-_
- Land Settlement Board should, | th:nk .be- enlarged "The:.
members of the present board are seven very senjor: public:
servants from departments directly concerned-and “not:more -
than four other persons-appointed by the. Minister”: The -
number should be increasedto at least six “other persons”-and
the appointments should be made from persons nominated by
such bodies ‘as Federated Farmers, the New Zealand Law
Society, the Counties Association and the-Valuers’ Institute.

The major adaptatlon ‘however, necessary to fit this organi-
sation for its task is in regard to the Land Settlement Commit-
tees which | suggest should be named District Land Commis-
sions. These Commissions will be the local agents of the Crown -
— the ultimate leasing authority. They may have to be .in-
creased in number. At present these committees are too small
and do not have elected members, | am sure you will agree that
any body dealing with matters which so. closely affect the daily
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lives of citizens must be very close to the peoplé whom they
serve. The majority of members must be elected persons and-
administration must be as far as poss:ble decentralised, local-
and democratic.

Very soon there will be two Regional Councils and about.
twenty United Councils established as major elective local
authorities covering the whole country. lithese bodies were to
elect or appoint five of their members to each District Land
“Commission it would be one way of modifying the present
admlmstrat:on ‘Special representation by ratepayers’ or far-
mers’ organisations may be justified. Whatever pattern is
adopted the principle of local and democratic participation is
essential. This is a case where local administration is good
~administration. Local decisions must carry great weight and
general policy must be the main concern of central authority.

In such-a fundamental-matter as land tenure any change will
demand the modification of many procedures, regulations,
‘rules and Parliamentary Acts. | have no intention even to
attempt to discuss them but one especially demands notice.

- All land.at present in the ownership of public authorities of
“any kind ‘must-so.remain and all such"bodies should -be-
deprived by law of authorlty to allenate any land exce pt to. the
CrOwn . ?,

“All such lands may weII in due time be handed over 10 the

Natlonal or District Land Commission. which in turn. must
provide any lands req u:red by any pUth author:ty or corpera-
_t:on without cost. - - _
- The ultimate object of a Crown Ieasehold Iand tenure. system '
' should be that there will be only one leasing: authonty in the
-entire country for all lands whether publlcly or. pnvately.
_'controlled o ” s AT

Flnance o A

There is one dlfflcu]ty whlch may have occurred to you abo ut
the proposed large-scale purchase of land at market price. That
is that spending of so much money is in fact monetising land
values and this must have a marked inflationary effect. To avoid
this result it is clear that either locally borrowed money or
‘taxation money or inflation protected bonds must be used to
- pay the land price. :

- My own view is that the money will have to come from aII
three sources, and some tax money must be diverted from
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other areas. -

The most obvious extravagance in public expendlture today
is on Universal Superannuation which at presentis very strictly
tapu but it cannot long so remain. The application of an income
limit immediately and raising the future quahfylng age will
release encugh money to set the transition in progress. A
vigorous land development programme could be financed in
part at least out of the savings in.unemployment payments
consequent on the jobs created by such a.programme. The
financing of land development could well be supplemented by
a reduction in subsidies to those well established farmers who
can carry on successfully wnthout them - B e

I belreve

lam go:ng to end this !ecture wrth 2 succmct statement of
some of the. fruits of the philosophy ‘which have found =
expressron in these lectures and to restate some of the more .
salient points. :

"You will have noticed that i have avolded the use of the termr
land nationalisation-because this is the language of. socuallsm_
and that honorable name has been degraded by-its association -
with Marxist communism. 1 am a'traditionalist and have taken -

every opportunity to emphasise ‘that the- reform. which il -+

‘advocate harmonlses completeiy W|th Dur ancrent cuitural-- -
tradition. - T
| believe in a free enterpnse economy but I do not be eve .
such an economy can.function efficiently or produce a just .
society while we allow resources prov:ded by nature to be_ _.
bought and sold like chattels.
1 believe in private propérty but to- make thls statement ;
meaningful | must first answer the question: “Private property
in what?” Not many years ago.men and women were bought
and sold over a large part of the civilised world.. When.
Wilberforce and his colleagues sought to abolish slavery there |
were those who said that he was striking a blow at private .
property and the very foundations of the state. Some would say
the same when | deny absolutely the equity of private: property
in natural resources. The right of private property in things
produced by human labour is as total as any property rights can
be but rights in land ownership are of a different order. The
right of the individual to secure, exclusive occupancy and use
-of land is as far as these nghts can go wnthout prod ucmg gross




social distortions and injustice, The Crown leasehold systern of
land tenure, strengthened by every guarantee which society
can give, meets all the needs both of the citizen and the state.
| believe land rents, which 1. propose should be paid to.
‘society to meet social needs, are not generated by human
Jabour but by the presence and co-operative -activities of
society as a whole.and they should be paid to society. The state
‘would then have less need to appropnate the earmngs of
Iabour by taxation, ; '
" I believe that every citizen who needs a plece of New Zealand :
land for farm or home should be able to get it without purchase
“price .and as of right.provided the land is available and he
accepts the terms which society believes it is necessary to lay
-down. Citizens who cannot -or do not participate in-land
occupancy can participate inthe benefits provided by the rents
paid to society.
| believe freehold land today has two uses. One is good and
one is bad. It can be used for occupancy and production and it
-can be used as an instrument for appropriating the earnings of
another's fabour. A Crown leasehold can be used only for
occupancy and production. It cannotbe used as an lnstrument-
of exploitation. :

Unfinished business

~ The golden age of social advance in New Zealand was from
1890-1900 but its liberating work was not completed. There is
still much unfinished business to be done and New Zealand
cannot advance further until it is done. “Vast energy re- '
sources’ a decade ahead may lighten the ever growing burden
of debtin twenty years butour problems of production mustbe
solved here and now. Social tensions, arising basically from
freehold land tenure, are destroying. the fabric of our social life .
now and the remedy must be found and'must be applied now,
even if it involves a period of “’sweat and tears”. | believe that
given bold leadership New Zealand will respond. | believe that
ifin this great endeavour we fail to achieve success-not orilywill
- Qur society cease to be free but the Enghsh tengue will-cease to-.
bespoken here Ll s AN _ LR
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