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1. LAND RIGHTS AND POVERTY 

1.1 The roots of poverty, slums and most social and economic injustice lie in the original 
dispossession of people from their land. No matter how advanced or complex an 
economic system might be, there is no escaping the fact that all tangible wealth originates 
in the raw material of land and natural resources. 

1.2 Underpinning the massive wealth divide between the very rich and the rest of the 
people worldwide is the monopolization of land and the subsequent treatment of land as a 
market commodity for sale and speculation. When nature’s gifts are treated in this 
manner they yield an unearned income (land rent) for a few while land prices rise to the 
detriment of the many who must work longer and harder simply for a place to be. 
Lacking secure land tenure, millions live precarious lives with chronic fear of eviction 
and displacement. 

1.3 World security is disturbed by struggles over territory and natural resources. 
Slumdwellers and landless people who organize for land rights are killed, beaten and 
jailed. Human rights pronouncements have yet to forcefully assert the equal right of all to 
the earth itself. These problems of land conflicts, resource wars and economic injustice 
cannot finally be solved until we recognize that the earth belongs to all and implement 
effective practical policies based on the equal claim of each to the earth as a birthright. 

1.4 The mismanagement of the land and inequality in land tenure can result in subsequent 
economic failures, as happens too often with development efforts. If we want to correct 
our problems of the past and prevent failures in the future, we need to foster an approach 
to land tenure that fairly and efficiently rewards productive efforts, promotes affordable 
land access and prevents poor land management. 
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1.5 This brochure describes how “land value capture”, a key policy recommended in UN 
Habitat’s Action Agendas, addresses the land problem that lies at the root of the wealth 
divide. Land value capture is a fundamental synthesis of the best of “left” and “right”: a 
reconciliation of justice and efficiency in economic relations. As such, this approach to 
economic relations and public finance has the potential to build powerful political 
alliances to solve the problem of wealth inequality. The information herein is one 
component of the Global Land Tool Network’s program for land value capture. 

2 LAND VALUE CAPTURE: EQUITABLE, EFFICIENT, SUFFICIENT 

2.1 Recovering land value for the benefit of everyone provides a strong and sufficient 
source of public finance with little or no need to tax labor and productive endeavors. In 
most countries today, citizens groan under the weight of taxes on wages, property and 
commerce. People’s taxes increase with every effort they make to improve the quality of 
their lives. Land value capture, on the other hand, is unique in that it does not penalize 
those who work and produce. 

2.2 Although sometimes presented as a “tax” for practical purposes, land value capture 
can be thought of as a user fee - a payment to society for the use of land whose value is 
determined in relation to the benefits conferred upon land by society as a whole. It is not 
an arbitrary levy upon the fruits of labor, as is the case with most taxes.  

2.3 Since a thriving economy and better public services increase site values, land value 
capture is a self-financing alternative to oppressive taxation. The recovered land value 
can finance additional public goods and services while the private sector, freed from tax 
burdens on enterprise, is given full incentive to improve property and build decent, 
affordable housing that is needed nearly everywhere. 

2.4 By encouraging efficient and appropriate use of land, land value capture eliminates 
the “leap-frog development” that characterizes urban sprawl and encourages a more 
integrated development pattern that puts all urban land to good use. Land value capture 
harnesses economic incentives in a number of ways that assist the goals of good urban 
planning. 

2.5 The world’s resources, if used wisely, fairly and efficiently, will comfortably and 
sustainably support all people. A robustly applied system of land value capture 
discourages land hoarding and gives an orderly approach to land reform promoting 
affordable land access, thereby giving more people an opportunity to produce for 
themselves, ending the hunger and poverty incorrectly sometimes ascribed to 
overpopulation. 
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2.6 Adam Smith, in The Wealth of Nations, said that any “tax” should be a charge for 
services which benefit all people and are more efficiently performed by a single 
cooperative effort. He postulated four principles of taxation which any source of public 
revenue should meet:   

1. Light on the production of wealth and does not impede or reduce production. 
2. Cheap to collect, requiring few collectors, and easy to understand. 
3. Certain; cannot be avoided, little opportunity for corruption, and provides 

adequate revenue.  
4. Equitable and fair, payment for benefits received, impartial and just. 

2.7 Land value capture is the only public revenue source that meets all of these criteria. It 
is the most equitable and fair as well as the most efficient method of raising revenue 
needed to fund public facilities and services. Justice requires that land values, which are 
created by society and nature, be made available for public needs. This is the 
responsibility of good government. 

2.8 Other potential sources of public revenue that compliment the land value capture 
approach and harness incentives for efficient and equitable land and natural resource use, 
fair wealth distribution and/or environmental protection include: 

• congestion charges and street parking 
• water withdrawals from surface and underground sources 
• taxing air and water pollution by levying "effluent charges" 
• hydrocarbons and mineral extraction 
• leases on public lands used for timber cutting, etc. 
• mooring boats, wild fish catches 
• aircraft landing slots and gates 
• telecom relay sites, electromagnetic spectrum, geosynchronous orbit slots. 

2.9 Most often, the taxable capacity of land is such that land value capture can yield more 
than local government needs to fulfill its basic responsibilities for the provisioning of 
basic services for all. In the more developed countries land rent represents more than 
30% of gross annual production. For more information on this topic go to The Taxable 
Capacity of Land, The Taxable Surplus of Land: Measuring, Guarding and Gathering It, 
and Adequacy of Land as a Tax Base, both by Mason Gaffney which can be linked to 
online at: http://gltn.lvtproject.org/description.html 

3 LAND VALUE AND DEVELOPMENT 

3.1 Land value is generated by the community which resides upon it and any value 
gained by that land is generally due to the improvements and other activities made by the 
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community as a whole, such as streets, sidewalks, waterworks, energy sources, schools, 
businesses, mass transit stops, police and fire protection, parks. Land value also increases 
due to proximity to other value-creating mechanisms in the area, such as a harbor or river 
transport. In other words, the value of a piece of land is created for the most part by its 
locational amenities. This is why otherwise identical houses can be worth more in one 
neighborhood and worth far less in another. 

3.2a Although the personal contributions made by individuals can also improve (or 
damage) the value of an area of land, most increases in land value are the result of an 
increased demand for valuable land locations. This is why the value of highly developed 
land in the center of the city will almost always be worth more than less developed land 
on the edge, and why downtowns are usually full of businesses, tall buildings, large 
institutions, and apartments, and outlying neighborhoods are mainly homes, small shops, 
and more open spaces.  

3.2b  
The most valuable land by far is city land. Ted Gwartney, a professional land valuer, has 
compiled data showing that well over half the value of city real estate is pure land value. 
In big, key cities, prices per unit of land go astonishingly high, dwarfing most other 
values by comparison. For example, at the height of the Japanese boom, in 1990, land 
prices in that great city rose so high that the appraised value of the land under the 
Imperial Palace in Tokyo was as great as all the land in California! At the same time, 
within California, most of the land value was in the cities, even though California is the 
premier farm state in the US. 

3.3 Because of the nature of land and the origin of its value, land value should be taxed or 
“captured” by public authorities and used to finance further benefits, not absorbed and 
lost in the rising value and rent gains of individual properties. 

3.4 Buildings and improvements, on the other hand, like the labor necessary to create 
them, are the rightful property of the people that spend the time and money to produce 
such things. Because the community as a whole had no productive part in the process, 
taxing these forms of private property is like confiscating personal wealth for the unfair 
use of others. If a property owner invests $10,000 into her house, the value of her house 
will rise, but then so will her taxes if building values are taxed. That increase in building 
value instead should remain with the owner, and not be taxed. 

3.5 Thus the basis of public finance should reward productive efforts while unproductive 
activities such as land speculation, which contributes to boom and bust land prices, and 
land hoarding should be discouraged. By reducing and stabilizing land prices, land value 
capture also reduces the burden of interest payments that land buyers must assume when 
they borrow to purchase land. If owners of urban vacant land and run-down properties are 
unwilling or unable to utilize their land to its best potential and afford the to pay land-
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based taxes, then they shouldn't hold onto it. Land value capture nudges land into more 
productive hands that can build needed housing and start useful social and business 
enterprises which can further enhance public revenue. 

3.6 An effective way to eliminate the problems of vacant properties, poor land use, land 
speculation, and the resulting blight is to shift city taxes (including municipal and school 
taxes, as well as sales, income or business taxes) to a land value only basis. By taxing the 
value of land as opposed to the buildings there will be multiple benefits. There will be a 
more than sufficient base of public finance to pay for infrastructure and public services, 
incentives for major building improvements by the private sector, an end to poor land 
use, increases in employment and business activity, rapid economic recovery, and the 
prevention of having land used as a speculative commodity. Though some might think 
this "sounds too good to be true", hundreds of empirical studies support these claims. 

3.7 With increased public funds, a city can invest in more quality services and 
infrastructure which leads to further tax base gains. Because better government services 
and infrastructure increase the value of land, a land value capture system of public 
finance ensures that this increased value will be recovered as tax revenue for social 
benefit instead of being capitalized and absorbed by private land owners. 

3.8 Combined with reductions in taxes on all housing units, other buildings, and 
productive commercial activities, land value capture stimulates economic development 
up to the limits allowable by zoning and other land use regulations. Building renovations 
and new construction is encouraged while rewarding compact, vertical, and otherwise 
efficient use of land. Instead of vacant lots and ground-level parking, urban areas will 
experience “infill development” and retain jobs and residents. Valuable downtown land 
will be well-utilized and improvements will be made to homes and businesses in 
neighborhoods. 

3.9 Growth then radiates smoothly from more intensive use in the urban centers 
to rural areas without pockets of vacant or poorly utilized land in between. Urban sprawl 
is curtailed and rural land is more readily retained in its natural state, available for parks 
and nature preserves. There is also less pressure to build on agricultural land near urban 
areas. Rational and balanced development which curbs sprawl thus also makes better use 
of existing infrastructure of transportation, utilities, fire and police protection and other 
public services. All of these factors increase social cohesion and form the basis for an 
interesting, safe, “walkable” city. 

3.10a Land for safe parks and green spaces in downtown areas is facilitated in at three 
least ways with land value capture: (1) land is more affordable for public purchase for 
public spaces because of the elimination of the land price bubble due to land hoarding, 
under-utilization, and speculation; (2) because parks and green spaces are desirable 
public goods, living close to them enhances land values in their vicinity, thus bringing 
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more revenue into the public coffer; and (3) capturing full land rent yields a strong base 
of public revenue to fund upkeep and protective services for parks and green spaces. 

3.10b Land rent is the price paid annually for the exclusive right (a monopoly) to use a 
particular parcel of land at a specific location. People receive wages for work, capital 
receives interest for investment, and land receives rent for the exclusive use of a location. 
Equity and efficiency require that the local general public, whose labor and activities 
altogether create land value, should receive the land rent in exchange for legally 
exclusive private use of land sites. Land value capture is the mechanism for enabling this 
approach to raising public revenue. 

3. 11 Equality of opportunity to be productive can only be accomplished by recovering all 
of the socially created land rent and ensuring that all people benefit from its value. The 
community should use what is needed for public services and improvements such as 
schools, hospitals, parks, police, roadways, utilities and defense -- and reserve a fund for 
emergencies.  

3.12 If the value of land rent exceeds the community's needs for public services a method 
of dispensing of the surplus revenue can easily be found. One approach is to divide the 
surplus at the end of each fiscal year and then to distribute an equal portion to each 
citizen in that community. This is similar to the method used in Alaska where all citizens 
receive annual payments from the state’s oil rent investment fund – a significant source of 
added income and a practical way of fulfilling the equal right to resource rent. 
  
3.12 Many countries were started on the premise of using land rent to fund public 
services. Unfortunately, many countries now suffer economic loss because they no longer 
collect the rent of land for public benefit and instead levy taxes on productive activities.   

3.13 Land value capture is the most fair, neutral, and stable source of public finance, as 
well as the most effective way to balance government budgets. Taxes on businesses, 
sales, labor, tourism, people, and other sources only serve to drive these critical 
foundations of the tax base out of town. Many of these taxes and their rates are arbitrary 
and regressive, meaning that they are less likely to be based on the "ability to pay" rule of 
taxation, which can leads to tax policy becoming highly politicized. 

3.14 A number of cities in the state of Pennsylvania in the US have shifted their local 
property tax base towards land value capture to varying degrees during the past thirty 
years. The Center for the Study of Economics has collected 237 empirical studies of these 
cities, each with positive results. Here are some of the findings: 

* 45 studies showed that the municipalities adopting land value capture saw a spurt in 
new construction and renovations. Six of the 18 cities studied experienced a 97% increase 
within three years. 
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* 63 studies showed that these municipalities outperformed their neighboring 
communities in such redevelopment. For example, in the three years after adopting just 
the first stage shift towards land value capture, Allentown experienced a 32% growth (in 
dollar value) of construction and restoration activity which was 1.8 times more than 
Bethlehem, a nearby city of similar size which had received substantial federal grants in 
the same time period but did not implement land value capture. 
* 83 studies determined that most voters paid less during the revenue neutral shift from 
taxation of buildings to land value based public revenue. 
* Since the city of Pittsburgh reverted to broad-based taxation in 2001, the city 
experienced a 19.57% decline in construction and renovation, a 54% increase in the 
number of property owners paying higher taxes, and a significant increase in overall 
space-rent for non-landowners.  

3.15 The reason Pittsburgh took these steps backwards is because newly elected public 
officials and the private assessment company they hired did not understand the effects of 
a property tax shifted towards land value capture during a period of property 
reassessment. The learning from this experience is that ongoing professional training of 
public officials and tax administrators as well as citizen education about this approach to 
public finance is essential. 
  
3.16 For further reading: The Taxable Surplus of Land: Measuring, Guarding and 
Gathering It, The Role of Ground Rent in Urban Decay and Renewal, and Red-Light, 
Green-Light Taxes, all by Mason Gaffney; Development and Derelect Land by Nicolaus 
Tideman. The Pennsylvania study (?????)  and other research on the implementation of 
this policy can be found at the Center for the Study of Economics website at: http://
www.urbantools.org 
A SWOT (strengths, weaknesses, opportunities, threats) analysis of the cities in 
Pennsylvania which are partially implementing land value capture can be found here 
along with several SWOTs from other countries: (?list name of countries?) 

4 FINANCING TRANSIT AND OTHER INFRASTRUCTURE 

4.1 There have been dozens of studies showing that public transportation 
increases the value of land. A review of 96 reports on the subject (Smith, 
Jeffrey J. and Thomas A. Gihring, Financing Transit Systems Through Value 
Capture: An Annotated Bibliography) 

• Dallas, Texas, USA real estate near light rail lines is worth 25% more than similar 
real estate elsewhere. When site values around Houston were falling, the drop was 
less near bus stops than elsewhere. 

• In Toronto, Canada, assessed value near subway stations increased 45% 
(downtown) to 107% (suburbs) compared to 25% elsewhere. 

• In Newcastle, U.K., house prices are 20% higher near rail stations. 
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• In Helsinki, Finland, property located within walking distance of railway or metro 
stations increased 7.5% over other locations. 

• Washington’s Metro, which cost $9.5 billion to construct, generated $10 - $15 
billion in increased land value. 

• Homes near Portland, Oregon’s light rail stations are typically worth 10% more 
than elsewhere, despite being at higher density. 

• Atlanta and Washington real estate developments around transit stations command 
a premium of $3 to $4 per square foot. Apartment rents in Washington area 
decrease by about 2 ½ % for every 1/10-mile distance from a Metro station. 

• In London, the Jubilee rapid transit extension cost  #3.5 billion and raised the 
annual rental value of land around it by #1.3 billion. 

• In Santa Clara County, California commercial parcels are valued about 23% 
higher if near a light-rail stop. Around the Pleasant Hill rapid transit station in 
California, average home prices decline $1578 for every 100 feet distance from 
the station. In Queens, New York, the decline was $2300 per 100 feet. 

• Land for office use, within ¼ mile of San Francisco BART stations, is valued at 
$74/square foot, compared to $30/square foot for land  more than ½ mile away. 

4.2 Similar to transit investment, all other infrastructure installations and improvements 
significantly increase the value of land by substantial amounts. The millions of dollars 
spent by a city to enhance the quality of life for its citizens should return to the city (i.e. 
the whole community), not to private site holders.  Land value capture does this, 
correcting the misallocation of investment value and  providing a wide range of 
additional benefits impossible through other forms of taxation.  

4.3 If a government needs funds to finance infrastructure or is running a budget deficit, it 
can tap into the full value of its investment in the land by taxing it at a larger rate instead 
of going into further debt, floating bonds or cutting vital public functions. 
Since government budgets are generally a small fraction of the total amount of taxable 
annual value of land in a community, taxing land at a higher rate is the "smartest" way to 
balance the budget without damaging economic growth. 

4.4 Land value capture is also the most fair and often beneficial tax for taxpayers. 
Shifting property taxes by increasing rates on regressive taxes like the sales, income, and 
per-capita taxes provides no relief at all, as the cost of the tax increases are easily passed 
back to the taxpayer through higher prices for goods and services, rent hikes, reduce 
investments, and lower wages, especially for those we need to help most: seniors, the 
poor, the disabled, and other low- or fixed-income citizens. 

4.5 Plus, by pressuring owners to manage their land effectively, this policy harnesses 
private incentives to eliminate the damage done in every corner of the city by blight and 
land speculation. 
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5 IMPROVING LIVING CONDITIONS OF SLUM DWELLERS 

5.1 Slum dwellers have migrated to urban areas either because land conflicts and 
appropriations have forced them off their rural lands and/or in the hope of finding 
employment. Their informal settlements have insecure land tenure, very poor quality 
housing and little or no water, sanitation, transportation and other public services. Many 
slum dwellers also experience food insecurity and health problems. Yet most slum 
dwellers are able and willing to work and actively seek wage employment or self 
employment.  

5.2 How could application of a full and robust land value capture system of public 
finance improve the lives of slum dwellers? Assuming that such a system is gradually but 
steadily implemented in stages during a five to ten year period, we can expect that: 

1. The city would have a significant source of revenue without having to tax wage 
income or productive activities, so slum dwellers who find employment would 
bare no tax burden on their productive activities, thus increasing their purchasing 
capacity. Market forces would be harnessed for real wealth production, not for 
land speculation and real estate investment and profiteering. 

2. Slum dwellers who run small business enterprises would likewise have no 
pressure to pay taxes from their earnings. There would be no complaints that they 
were operating in “the gray economy.” Their efforts would more readily be 
considered as legitimate and socially acceptable. 

3. Economic incentives harnessed by land value capture would put “infill 
development” pressure on underutilized or vacant land sites, thus enhancing 
economic development and the potential for jobs and housing for slum dwellers. 

4.  The necessity for clear and transparent land tenure records in order to implement 
land value capture would reveal who is making what claims to the land that slum 
dwellers inhabit. Thus it will be a matter of public record who is currently 
collecting land rent from slum dwellers and how much they are taking as private 
appropriation of these funds which should in fact be captured for public benefit of 
slum communities. 

5.  As a slum is a highly concentrated population per any given land area, and as 
slums are usually located in less desirable and therefore on lower cost land than 
land elsewhere in the city, an accurate assessment of the value of the land of 
slums and the apportionment of the land value capture fee to be paid will be 
significantly less per individual or family than in other areas of the city. 

6. The recorded payment of the land value capture fee by those using any particular 
land area of the slum will confer rights to continue to use that land area, thus 
helping to settle land disputes and security tenure  for land users. 

7. Absentee landlords who claim title to slum lands will have to pay their fair share 
of land rent into the public fund. If they do not then their security of land title will 
be at risk 
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8. Those who own buildings and useful structures in slum areas will not need to pay 
taxes on any of the improvements they make to their current buildings or to any 
new ones. Slum dwellers who own land or who can effectively claim secure use 
rights via payment  of the land value capture fee to local authorities, would be 
encouraged to make improvements to their dwellings. Absentees, now unable to 
profit from the private capture of land rent, will also now have an incentive to 
make building improvements and hire slum dwellers to do so. Employed slum 
dwellers will be better able to afford improved housing. Or absentees might 
decide to simply abandon their land claims, or put their land up for sale at a price 
affordable to slum dwellers. 

9. Other areas of the city will be improving as well due to the elimination of land 
speculation and land price inflation combined with the elimination of taxes on 
wealth creation. As land prices stabilize or even decrease, residents will have 
more savings to invest in further improvements, again with the possibility of more 
jobs for slum dwellers and more affordable housing being built which can give 
slum dwellers the opportunity to move out of the slums. 

10. As land price decrease or stabilize, slum dwellers who might choose to pool their 
savings, as some are already doing in Nairobi and elsewhere, can more readily 
afford to buy land on which to form new communities and build new dwellings. 

11. As increasingly affordable land becomes available due to the pressure against land 
hoarding exerted by the land value capture policy, some former slum dwellers, 
gaining access to land in outlying areas, would no doubt start growing food to 
bring to market, thus further building a local based economy. 

12. In addition to these private incentives for improvements to be made by slum 
dwellers and other residents of the city, the land value capture system will have 
created a substantial amount of public funds which can be utilized for public 
benefit. All accounting of funds received via land value capture would be by law a 
matter of public record readily accessible to all. 

13. With knowledge of their fair share of the public funds, slum dwellers and their 
allies would be politically empowered to insist that the money generated from 
land value capture be used to meet their basic human need for clean water and 
sanitation, public transportation, health services and education. 

14. These public services, combined with the steady decongestion of the slum areas 
as former slum dwellers found opportunities for employment and livelihoods 
elsewhere, would improve the quality of life and health for slum dwellers. 

15. As living conditions and public services improve throughout the city, land values 
might again begin to increase. Public authorities would need to capture the full 
land rent and utilize these funds for public benefit. 

16.  It is conceivable that a city after a few years of land value capture in place could 
reach the stage of harmonious and balanced growth and development. Public 
authorities in consultation with the citizenry might then decide to distribute a 
portion of land rent back as direct “citizen dividend” payments, yet another 
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beneficial result of a public finance policy based on the human right to land rent, 
the “social surplus.” 

5.3 To secure land tenure for slum dwellers or squatters in informal settlements, land 
boundaries should be clearly demarcated, use rights for specific parcels clearly 
established, and land values accurately assessed. These lands might best be legalized as 
leaseholds at least for a period of time because land values escalate immediately, often 
substantially, once legal land tenure is established. After such tenure is granted and titles 
secured for individuals on specific private parcels, poor people sometimes sell their 
parcels for immediate (but one-time only) cash benefit. In many cases such landless 
people sink into poverty again.  

5.4 With land value capture applied to leased land, use rights for occupants are secured, 
conditional only upon payment of a land lease fee. This could be quite low at first, a kind 
of subsidy, rising as the occupant’s economic condition rises. With a lease system, poor 
people do not need to purchase land for housing and thus do not need to pay compound 
interest on mortgage costs of land. They need borrow funds only, if needed, for the cost 
of the dwelling itself. 

5.5 Similarly, with a landlease system, the private sector construction industry, when 
building multi-level apartment units, for instance, need not carry land mortgages for land 
purchase. Thus they can put more capital directly into increasing the supply of decent, 
affordable housing. 

5.6 Additionally, municipalities with a strong established land value capture system can 
use some of these funds to establish zero- or low-interest revolving home loan funds for 
poor and low-income people. 

5.7 Here are three FAQ’s: 

5.8 Question: Won’t the land value fee get passed on to poor tenants?  
Answer: Land value capture, instead of enabling the holder of land to charge that much 
more for his land, gives him no power to charge an additional penny. On the contrary, by 
making it more costly to hold land idle, it tends to increase the amount of land which 
owners must strive to secure tenants or purchasers for. Thus the effect of a tax on Land 
Values is not to increase the rent that the tenant must pay the owner for the use of the 
land, but rather to reduce it. And since the tax must be paid out of what the land will yield 
the owner, its effect would be to reduce the price for which the land could be sold 
outright. (To read a compilation of 11 economists’ views on this issue go to A Tax on 
Land Value is Not Passed On to the Tenant, a compilation of quotes from 11 economists 
on the subject compiled by Bryan Kavanaugh at: http://www.wealthandwant.com/HG/
why_the_landowner_cannot_shift.html) 

http://www.wealthandwant.com/HG/why_the_landowner_cannot_shift.html
http://www.wealthandwant.com/HG/why_the_landowner_cannot_shift.html
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5.9 Question: What if a person living in on slum land has no capacity whatsoever to pay 
their apportioned land value capture payment fee because they have no source of cash 
income or need what little they have to buy food? Would they be evicted? 
Answer: Slum dwellers should have the legal option to contribute a certain number of 
hours of his/her labor for the benefit of the community equal to what they would pay in 
cash as their land value capture fee. Grassroots community leaders could well decide 
where such labor could be best directed. 

5.10  Question: But what if the person is too weak or sick to work? 
Answer: With improving living conditions overall, one or a combination of these 
possibilities can help such a person: 1. family members of the weak or sick person will 
have increased capacity to care for them; 2. some of the people contributing labor in lieu 
of cash payments for their land value capture fee could take care of people needing 
assistance; 3. the stronger basis of public finance can fund social services for people in 
need; and 4. assistance from private charities can be more readily available for those truly 
in need of help when those who can help themselves have found opportunities to do so. 

6 HOW WOULD LVC EFFECT OTHER VULNERABLE PEOPLE? 

6.1 When new policies such as a land value capture are introduced to a community some 
people understandably express concern about any potential negative effects of such a 
major change, especially for the most vulnerable people such as seniors, the unemployed, 
and low- or fixed-income residents. If an older owner lives on highly-valued land, will 
they be forced from their home if they cannot afford the higher taxes? Will land value 
capture pressure landlords to sell off rental properties or raise rents if the building is on 
extremely valuable land? 

6.2 Beyond the many positive market dynamics that make the LVT a highly progressive 
tax, the government can further protect vulnerable citizens' rights to affordable housing 
by enacting, if deemed necessary, additional policies to protect against displacement. 

6.3 Here are four examples: 

6.4 
1. Allow deferment with interest. Land value capture should be viewed as a charge on the 
land. In other words, even if the land is transferred the new owner is liable. New owners 
will most likely insist on the land value fee being paid prior to finalisation of the transfer. 
Payment of outstanding tax can also be enforced before transfer can be registered. 
Therefore while the revenue is deferred there is no risk of loss. Low rates of interest can 
be applied on the basis of income, age or disability. 

6.5 
Deferment leaves the economic incentive to move to land that is more 
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affordable without forcing it. It allows the old to stay in the famly home 
until they move on, one way or another, and the land value fee would then 
be paid when the home is sold or inherited. Deferment with interest does 
add complexity but (a) it is not difficult for a computer to calculate 
interest on a balance, (b) few are likely to choose to defer according to 
actual experience with this option, and (c) over time the need to defer 
the land value payment should diminish because the policy encourages a 
fairer distribution of wealth overall. Eventually it can be anticipated 
that only impoverished elderly homeowners or people who have become 
temporarily or chronically disabled will need to take advantage of this 
choice. 

6.6 
While public revenue may be decreased slightly with a deferment allowance, 
the secured land value tax debt is an asset held by the government that 
will be realised later. 

6.7 
2. Citizen’s dividend.  A citizen’s dividend is a direct cash payment in equal amount to all 
citizens. Careful studies (Land Values Research Group, Australia, et.al.) of the amount of 
land rent that can be captured in a developed economy indicate that the figure is as high 
as one-third of GDP. Over time a robust system of land value capture will yield 
substantial funds out of which a dividend can be paid on a regular basis.  

6.8 
A citizen’s dividend treats tenants and landowners alike regardless of income or wealth. 
Of course, those holding more or better located land than others will pay more into the 
system than they would receive in their dividend. A citizen’s dividend guarantees a base 
income that will in some cases be a substantial addition to earned income and can be used 
to help pay housing rent or the land value capture fee but also leaves the citizen free to 
make their own economic choices, to invest in capital or in consumer items. 

6.9 
3. Homeowner’s exemption. In most areas of the world most homeowners would pay less 
to the government under a land value capture system then they do when both buildings 
and land are taxed. In this regard land value capture is politically acceptable to a 
substantial number of voters. Some studies have shown (state of Maryland, USA) that by 
exempting a certain amount or percentage of land value on the homeowner’s primary 
residence that nearly all homeowners would pay less than they do with buildings plus 
land value taxes.  

6.10 
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The downside of this approach is that it favors home owners (who already have an 
advantage in most cases) over renters, it requires a larger bureaucracy and thus is more 
complex to administer, and it may open the door to other exemptions that could 
potentially distort or decrease the fairness and effectiveness of a land value capture 
system. 

6.11 
The problem of favoring homeowners over renters can be solved by giving a land value 
credit of a certain cash amount to renters, too. They would pass it on to their landlords, 
who are thus incentivised to allocate more land to rental housing. Normally the more 
rental housing that becomes available, the more affordable is the rent, so this can be a 
win-win approach. 

6.12 
4. One more method to make certain that land value capture does not displace poor 
people is to permit all or a portion of the land rent to be paid in the form of voluntary 
service which would be directed by community organizers and/or by registered non-
governmental organizations.  

6.13 
It is important to understand that even by itself, land value capture lowers housing costs 
by encouraging increased supply and tempering land price inflation. This is true for both 
single family homes and space-rent in apartment buildings.  

7 WHO PAYS MORE, WHO PAYS LESS WITH LAND VALUE CAPTURE? 

7.1 Owners of abandoned, boarded up buildings, vacant lots, and structures not well-
suited to highly valuable locations (such as a single story building in the heart of 
downtown) would most likely pay more under a land value capture system. They would 
thereby be encouraged to make improvements to their property or sell their land to 
someone who is willing and able to do so.  

7.2 Properties with buildings suitable to their location values would be rewarded for their 
responsible and productive use of land. Owners that maintain, renovate, or even rebuild 
their properties will no longer be penalized for such improvements. The tax savings 
should encourage them to add even more value to their properties. These homes, 
businesses, and other properties have remained the faithful bedrock of the city's 
neighborhoods and economy, so supporting and expanding this core will be essential to 
improving the overall economy of the city.  

7.3 Lifting the tax burden that these property holders have had to bear should help to 
raise their spirits, giving them a renewed sense of hope and a reason to reengage and 
reinvest in the city's future. By adopting land value capture form of public finance, the 
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city will be well on its way to restoring high levels of home ownership, stable 
neighborhoods, and a large middle-class population. 

7.4 Compare this approach with a city which has received an infusion of funds from an 
outside source, either from the national government or private investors, and does not 
capture land value. Knowing that such funds would be utilized to finance infrastructure or 
other improvements and that land values would thus be on the upswing, owners of the 
under-utilized land sites would likely hold onto them in order to speculate with the 
certainty that their sites will be worth more in the near future. Their behavior would be 
that of “rent-seeking” rather than becoming productive citizens. 

7.5 The harnessing of incentives for economic betterment is another positive benefit of 
the land value capture system of public finance. If we want to have a land tenure system 
that efficiently rewards good and prevents bad and ugly land management then we need 
to end flawed tax systems that inadvertently yield blight, slums, poverty, and crime and 
apply a proven approach to building a city where everyone can have a good life. 

8 LAND VALUE CAPTURE AND RURAL LAND  

8.1 Worldwide concentration in land ownership has proceeded at an alarming pace for the 
past several decades. It is essential to now fundamentally reform our systems of land 
tenure and public finance in such a way that rewards productive labor rather than land 
speculation, efficiencies of scale and careful stewardship rather than impersonal big farm 
consolidations. Land value capture:   

1. Discourages speculation in land  

2. Reduces the price of land to equate with its value for production  

3. Enables new entrants to more easily obtain land  

4. Limits farm sizes to those of the most productive units  

5. Enables the reduction of taxation on earnings and capital  

6. Reduces interest rates as land became more affordable  

7. Prevents rural depopulation  

8. Discourages urban sprawl on farm land  

9. Encourages owner-occupation rather than absentee ownership  

10. Promotes more responsible use of land. 

8.2 The combination of these ten benefits of land value capture can support the 
flourishing of ecological villages and farming communities in rural areas bringing 
forward an inspiring, hopeful, sustainable new way of living for millions of people 
around the world. 
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8.3 Land privatization is not necessary to implement land value capture policy, which 
accommodates a variety of forms of land tenure. Tribal, clan, and extended family land 
bases can remain intact with a land value capture system, by constituting communal lands 
as types of leaseholds. People in rural areas and on communal lands can choose whether 
or not to remit funds to central land value capture authorities, depending on whether or 
not the community determines itself to be well served by that authority. 

8.4 For example, if it is a question of whether to pave a section of road leading to a 
village, the villagers themselves might decide whether or not to remit funds for the job, 
after the central authority [in essence] bids to do the job. But they might determine that 
they could do the job with their own labor and capital, perhaps with a different type of 
paving material from that chosen by the central authority. They would have that choice, 
through their own village governance, bolstered by land value capture funding. Villages 
would, in essence, have decentralized, democratic decision-making power over what to 
do with their own resources, both labor and capital. 

8.5 Similarly, if a village wants electric power, it could decide to buy into a grid system 
where power is generated from a distance, or find it more advantageous to establish its 
own utility systems, using wind, solar, or micro-hydro power appropriate to its own needs 
and local energy generation capacity. If a locality determines it needs improved 
infrastructure for example, it could freely choose to 1) capture value from its own 
communities and submit these funds to central authorities; 2) confederate with nearby 
communities for this purpose; or 3) provide such infrastructure using its own local 
capacity. 

8.6 Overall, decisions on collecting and using land value capture funds can be made in a 
much more decentralized fashion, by all municipal levels, village, town, or city. 

9 LAND VALUE CAPTURE AND GENDER 

9.1 Land value capture is strategically important for the political, economic 
and social empowerment of women. 

9.2 There are enormous historical and present day gender disparities in land tenure 
worldwide. The largest and most valuable individual and corporate landholdings are 
predominantly owned and controlled by men. Public funds generated by land value 
capture would come primarily from these lands. 

9.3 For women wanting to buy homes, land would inevitably be cheaper as those holding 
land for speculation sell. Sprawl and the premature development of rural lands would be 
diminished and so land prices in these areas would not inflate as is often the case under 
current economic structures. Lands that could be utilized by women growing produce or 
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joining together in various economically productive ventures would thus be located 
closer to urban markets. 

9.4 The work of women that is not commodified or measured in cash payments makes a 
considerable contribution to families, extended families, and society in general. Intact, 
communal land tenure systems, still existent in some regions of the world, often better 
support contributions of women who, sharing a common and contiguous land base, can 
better organize for cooperative endeavors. Extreme land privatization, with individual 
small lots suitable only for nuclear families, weakens and breaks the bonds of extended 
family and community. 

9.5 Because of their role in child rearing and their important roles in community 
relationships, women are often more tied to place than men. Secure land tenure, 
affordable land access, and a fair, transparent, orderly system of finance–all promoted by 
land value capture policy–strengthen women’s power and voices in deciding political and 
economic policies. 

9.6 When economic opportunities are strong elsewhere, as in rapidly developing urban 
areas, women should of course be free to choose to migrate to such areas. But where 
wages and opportunities for secure livelihood diminish in the urban or wage economy, 
women and their families should always have access to rural land for subsistence 
agriculture and shelter. 

9.7 If, however, rural land has been enclosed as exclusive private property, the safety 
valve of secure tenure - the “right of return” – to land is no longer an option. Women and 
their families then become vulnerable to the entrapment of wage slavery, prostitution and 
beggary. Poorer women can take a stronger stance against labor exploitation when 
they have the safety valve 

9.8 The equitable land rights promoted by land value capture furthers a transparent land 
tenure system that is not mediated by male roles. The exception would be where 
traditional male dominant tenure systems might endure even with a land value capture 
policy in place. In such circumstances it is important to have women included equally 
with men in deciding how land value capture funds are allocated. Women would then be 
empowered to choose to direct these funds in ways that would make improvements that 
would be most helpful to women.  
9.9 For instance, women might choose to fund child care centers and schools rather than 
sports stadiums. If they did choose to fund sports stadiums they might insist that women’s 
teams have equal access to the field. 

9.10 Women should become knowledgeable about land value capture in order to secure 
full economic and human rights to land via: 
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1. Free access to the specifics of legal documents enabling the implementation of the 
land value capture system of public finance. 

2. Free access to land maps (cadastres) and land value assessments available in 
government offices and posted on public websites. 

3. Functional and effective land dispute arbitration in order to determine fair rights 
of use to specific land parcels as well as accurate land value assessments. 

4. Transparency, accuracy, and efficiency of public authorities entrusted with the 
implementation of land value capture. 

5. Participatory decision making in the distribution and allocation of public funds. 

10 CLIMATE CHANGE CONSIDERATIONS 
10.1 

10.2 
The policy of charging fees for use of land sites as discussed in this document can be 
extended to include other natural resources in the form of “green” taxes. To mitigate 
emissions into air, water and soil, fees can be imposed according to intensity of use. 
Here are some ways that land value capture can help address global warming and 
climate change:  

• Tax pollution - Governments should directly levy carbon and other pollution 
charges and use these funds to develop renewable energy systems and to launch 
campaigns to “buy and invest in clean and green” technologies and products.  

• Decrease wage taxes - Because energy taxes can be regressive, combine them 
with tax decreases on wage incomes or ideally, eliminate wage taxes altogether.  

• Reduce or ideally eliminate taxes on buildings - This along with full land value 
capture will encourage infill development and more compact cities that make 
energy efficient use of public transportation and infrastructure while 
discouraging wasteful sprawl development patterns.  

• Curb profiteering and speculation in land and natural resources – When 
investment of funds in these non-productive activities is discouraged via land 
value capture more funds are available for investing in new "green energy" 
technologies and environmentally sensitive design and production.  

• Encourage more labor intensive, organic agriculture, rather than oil intensive 
giant agribusiness. - Land value capture will help keep land affordable for small 
farm agriculture and better reward farmers for their labor when their tax burden 

The state of the earth now requires that the 
costs of industrial production and human 
commercial activity no longer be 
externalized onto the local to global 
commons. 
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is decreased or eliminated. This form of agriculture also encourages healthy 
communities and decentralized, local based economies, decreasing the necessity 
for people to drive long distances to work or for food to be transported long 
distances to markets.  

10.3 

Further reading: Sharing Our Common Heritage: Resource Taxes and Green Dividends at 
http://www.jamesrobertson.com/book/sharingourcommonheritage.pdf, Financing Local 
to Global Public Goods: An Integrated Green Tax Shift Perspective by Alanna Hartzok, 
and  LVT - The Overlooked but Vital Eco-Tax by Karl Williams at http://
www.cooperativeindividualism.org/williams_lvt_overlooked_ecotax.html 

11 LAND CONFLICT RESOLUTION 

11.1 Social justice, based on individual empowerment and equal rights, is the key to 
peace. Social justice includes political rights such as voting, legal rights to equal 
treatment by law, and economic rights, the right to one's own labor and to an equal 
benefit of natural opportunities. 

11.2 Attempts to create unitary democratic governments often fail because of ethnic 
conflicts. In a multi-ethnic unitary state groups seek dominant positions of power and 
control. Despite their variety of cultural and historical issues, conflicts are rooted in 
social injustice with economic and political dimensions. In ethno-territorial struggles the 
underlying economic conflict, usually related to land and natural resources, is left 
untouched. 

11.3 As noted by Jack Snyder in his book From Voting to Violence: Democratization and 
Nationalist Conflict:  

The centerpiece of foreign policy in the 1990s was the claim that promoting the 
spread of democracy would also promote peace. We have seen that these attempts 
fail unless there are also federal structures to provide self-governance for ethnic 

Ecological economics research and date 
indicate that true cost pricing of natural 
resource use and capturing that cost via 
ecotaxes and resource rental charges would 
be sufficient to eliminate taxes on labour 
and productive, sustainable capital. 

http://www.jamesrobertson.com/book/sharingourcommonheritage.pdf
http://www.earthrights.net/docs/financing.html
http://www.earthrights.net/docs/financing.html
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groups and to prevent an excessive centralization of power. Naively pressuring 
ethnically divided authoritarian states to hold national elections can lead to 
disastrous results. 

11.4 The historian Tertius Chandler noted that perhaps the strongest root of democracy 
was tribal. American democracy has its roots in the local democracies of the English 
colonies. Sound governance, especially for a country having little or no parliamentary 
experience, needs to be grounded in the villages and their traditional authorities. Power 
would then be delegated up from below rather than being centrally imposed from above. 
Village or neighborhood, local-centered governance would also prevent the fraud and 
violence associated with countrywide elections in countries lacking historical voting 
experience and a deeply ingrained democratic culture. Mass elections often just invite 
trouble. Voting would instead take place only in the localities, and the local councils 
would in turn elect higher-level governments in a nested subsidiarity. 

11.5 The challenge in formulating a peace proposal and process is, to put it in economic 
terms, to maximize the opportunity to fulfill individual and ethnic interests subject to the 
constraint of justice. A confederate association of separate but equal states or regional 
authorities could be chartered so as not to interfere in the internal activities of the states 
or regions, permitting them to administer domestic affairs as they saw fit within a 
framework of just laws. 

11.6 The key to this peace proposal is that the confederate authority would be chartered to 
equitably distribute the land rent throughout the confederation to prevent land and natural 
resources from becoming glittering prizes, loot ripe for conquest. Land value capture can 
thus work harmoniously with decentralized, local governance while directly addressing 
issues of territorial conflict. Along with the establishment of courts and enforceable laws 
and decisions over defense and foreign affairs, the main function of the confederate 
authority would be the administration of annual land value assessments and collection 
and distribution of land rent for the benefit of everyone in the Confederation. In this way 
fundamental economic justice would be secured. While individuals and groups could 
continue to maintain territorial identities, their separate interests would be harmonized via 
their equal rights to land rent from the entire land base of the confederation. 

11.7 Globally we see the challenges to peace of dominant states who are using their 
power positions to vie for control of strategic geo-spatial locations and natural resources. 
Some nations and regions of the earth are better endowed with natural resources than 
others making them vulnerable to resource wars. Just as the International Criminal Court 
is now a constituted body of international law, so there is a need for a Global Resource 
Authority to collect a percentage of resource rent and equitably distribute the revenues 
throughout the world as calculated by formulas based on population, development criteria 
and currency purchasing capacity. Revenues collected would also provide the funding for 
global agencies responsible for justice, peacekeeping, and fair trade.   
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11.8 A similar pattern exists for conflicts around the planet: the economic prize of land 
and resource wealth and power-seeking to get that prize. There is a common antidote:  
(1) a decentralization of power within a governance structure that provides both self-
determination and unity; and (2) a sharing of the benefits of the natural resources by 
having a constituted authority that captures the land and resource rent and 
equitably distributes it to the people as a whole. 

11.9 The Global Land Tool Network is primarily focused on public capture of rent from 
surface land value. For information on resource rent capture for oil and other natural 
resources go to Alaska Permanent Fund at www.apfc.org, Bayelsa State Oil Fund 
Commission Bill at http://www.earthrights.net/nigeria/basofcom-bill.html, How to Tax 
Mineral Rents at earthrights.net/docs/taxmineralrents.html and Experiences with Oil 
Funds: Institutional and Financial Aspects at www.earthrights.net/docs/
WorldBankResourceRentFunds.pdf 

12 THE COMPONENTS OF A LAND VALUE CAPTURE SYSTEM 

12.1 The components of a good land value capture system are: 

A. Registration of land title so that ownership and/or use rights to land are transparently 
clear. It would be unjust to implement land value capture without land registration 
because the rights of the government over the governed would be arbitrary. Land 
privatization is not necessary to implement land value capture. Constituting tribal, clan or 
extended family land as types of leaseholds can suffice. What is necessary is to determine 
who has claims to particular areas of land. The process of land registration can also reveal 
where land claims are disputed and where a land rights arbitration process is needed to 
prevent outbreak of violent conflicts. 

B. Spatial definition of legal land parcel units - knowing exactly what land is claimed by 
whom. 

C. Clearly defined legal restraints on land use - the rules of land utilization such as 
zoning laws defining “highest and best use.” 

D. Trained and certified assessors to conduct valuation of land authorized by an agency 
independent of the tax setting and judicial review authorities.  

E. Geographic information systems (GIS) for use by all agencies involved with land 
value capture administration with a public access (website) portal for all citizens. 
Information technology is greatly increasing the efficiency and simplicity of 
administering a land value capture system of public finance. 

http://www.earthrights.net/nigeria/basofcom-bill.html
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F. A designated public authority responsible for determining the precise method of land 
value capture to be utilized, collection of funds, monitoring results and impact, and public 
education concerning the specifics of land value capture policy. Decisions need to be 
made regarding issuance and frequency of billing statements. 

G. A land value assessment appeals process and compliance system for ensuring that the 
land value fee is paid and up to date and/or debts are registered against title. Compliance 
can be encouraged through a small reduction if the fee is paid by a certain date, a penalty 
for late payment. Compliance can further be encouraged via elimination of public 
services including protective services to the site or land confiscation. Non-compliance 
would be noted on the web so if there is a failure to pay that information would be public. 
An appeals process should be clear and easily available. 

H. A recommended compliment to a land value capture system is a participatory “Peoples 
Budget” process charged with educating the citizenry about this method of public finance 
and with the power to make informed and enforceable decisions regarding allocation of a 
portion of public funds received via land value capture. For example, citizens might 
decide that rather than building an expensive sports stadium it would be best that basic 
services such as clean water, sanitation, and needs for food and shelter were first secured 
for all residents. 

12.2 In some cities or countries, especially those with currently well-established existent 
systems of taxation, land value capture is best administered gradually and at least initially 
as a “revenue neutral” - revenue remaining constant - tax shift, not an increase in taxes. 
The benefits of this approach is that economic incentives will immediately start moving 
in the right direction and then proceed at a strong steady pace. 

12.3 In jurisdictions with an existing property tax falling on both building and land value, 
to implement land value capture it is necessary to separate these two values. Many places 
already legally require land and improvements to be separately assessed. The Assessment 
Registry has records of each property's land and building values, which municipalities 
currently tax at the same rate. 

12.4 With the values of buildings and land recorded separately, the next step is to adjust 
the tax rates. Because we want to begin shifting the tax off of buildings and onto land, the 
tax rate on buildings must be decreased and the tax rate on land must be increased. It is 
important to gradually phase in the change so that taxpayers who will see an increase can 
make adjustments as to how they manage their property.  

12.5 So a common rule-of-thumb is to decrement the building tax rate by 20% and 
increment the tax rate on land enough to ensure that the shift remains revenue neutral at 
least in the beginning of the transition. This shift – reducing the rate on buildings while 
increasing the rate on land value – would occur annually until ideally there are no taxes 
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remaining on buildings. Thereafter the rate applied to land value can be increased until 
the desired rate is reached, which ideally this would be capture of full land rent. 

12.6 A similar step-by-step phase-in process should then proceed (or have already begun) 
in the reduction and elimination of other forms of taxes. Reductions on income taxes 
would begin with those falling on the lowest income workers. Sales tax reductions would 
begin with sales from basic, necessary goods and services. Throughout the stages of 
implementation the land value of parcels should be frequently reassessed, ideally at least 
on an annual basis. 

12.7 Since most taxation levied by central government falls on wage income, value-
added, or sales, land value capture should be coordinated with movements to reduce these 
taxes and further decentralize and enhance government capacity at the local level. State/
regional and central government public funding can be procured via capturing rent of 
other natural resources exclusive of surface lands and/or a percentage of surface land rent 
can be passed up to central government for its services which can include the distribution 
of funds to other areas of the country to assure overall country-wide balanced 
development. 

12.8 Land rent is roughly estimated to be 10% of current land value. Thus if you calculate 
2% land value capture for year one, 4% for year two, 6% for year three, 8% for year four, 
and 10% for year five, you will arrive at substantial land rent capture with greatly 
reduced or ideally, no taxes on wages and production. With each increase in the land 
value capture percentage other taxes should be eliminated by the same amount. 
Thereafter, with close monitoring of assessed land values, the land value capture fee can 
be increased to the point of full land value capture. 

12.9 An online calculator is available to give those interested in implementing land value 
capture the percentage of land value necessary to collect a specific amount of public 
revenue.  This calculator is most useful if land value records are kept by city 
administrators who have accurately assessed and recorded the current value of all land 
parcels. As data improves, results improve. The calculator along with further descriptive 
information is at: http://gltn.lvtproject.org/ 

12.10 A best practices model for a land valuation and record system developed by the 
Center for the Study of Economics can be found online at: www.marylandlandtax.org/
calculator and http://www.lvtproject.org 

12.11 Regarding monitoring and evaluation, a number of studies which evaluated the 
impact of land value capture have relied on analysis of the number of building permits 
issued in a city both before and after the shift and at intervals thereafter. This has served 
as a general indicator of overall improvements underway. Decrease in crime and arson 
and increase in employment have also been used as indicators of positive results. It is 

http://gltn.lvtproject.org/
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now recommended that analysis of gini coefficients - a measure of wealth distribution – 
should also be included in the monitoring of the impact of the shift to land value capture. 
In cities with stable populations (for example, not having a rapid influx of refugees) 
another useful indicator would be to chart the number of homeless people at regular 
intervals. 

12.12 After the full shift to land value capture, public finance administration is simplified 
with no fiscal expense for assessing houses and other buildings or to track wage income 
or sales taxes. Tax administration’s primary job would be to assess, monitor, and post 
land values (such as on the Web), and to collect the land rent at regular intervals. 
  

LAND VALUE ASSESSMENT 

Both experience and common sense confirm that the less city properties are assessed, the 
less government revenue will be available from true land values. Undervalued land 
assessment will weaken the ability to collect higher amounts from vacant or poorly 
utilized properties. This in turn will reduce the ability to shift taxation off of well-utilized 
properties (and taxes on labor and enterprise) and limit the push for land to be utilized for 
housing and other productive uses. In addition to increasing blight, when valuable land in 
developed areas such as cities remains idle due to speculation and negligence it also 
forces the outward expansion onto previously undeveloped land, putting more farms and 
open space at risk for sprawl. 

Without up-to-date and accurate land value assessments, the amount of value that can be 
captured from land will not correctly present the amount of public revenue that can be 
collected via land value capture. Land values fluctuate, going up or down based on the 
real activity of the overall economy and the ever-changing conditions of a particular city 
or community so reassessments should be made regularly, ideally on an annual basis. 

The task of property assessment is much simpler, easier, and cheaper when public 
revenue is raised from land value only. The value of land can be estimated with an 
acceptable accuracy, at a cost which is very small compared to the revenue to be 
obtained. Information technology and new software programs developed for purposes of 
land value assessment are making an enormous contribution to enhancing the capacity of 
public authorities implement this fair and efficient approach to public finance. 

An appraisal is essentially an expert opinion of the value of a land site; the assessor must 
present one that is supportable and comprehensible. The assessor must develop and use 
specific terminology suitable and pertinent to land appraisal. 

The land value assessment or appraisal process is an organized procedural analysis of 
data. The assessment process is essentially the valuation of rights to use or possess 
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surface land sites. Other kinds of resource rights include subsurface mineral rights, 
riparian (water) rights, grazing rights, timber rights, fishing rights, hunting rights, access 
rights and air rights. 

The assessor bases his estimate of land value upon basic economic principles which serve 
as the foundation of the valuation process. There are many economic principles which 
people and assessors must understand and use when implementing judgment to estimate 
land values. It is necessary to discuss a few of the more important principles. 

• The principle of substitution maintains that the value of a property tends to be set 
by the price that a person would have to pay to acquire an equally desirable 
substitute property, assuming that no expensive delay is encountered in making 
the substitution. A person would pay no more for a site than would have to be paid 
for an equally desirable site.  

• The principle of supply and demand holds that the value of a site will increase if 
the demand increases and the supply remains the same. The value of the site 
would decrease if the demand decreased. Land is unique, since the supply is 
fixed; its value varies directly with demand.  

• The principle of anticipation contends that land value can go up or down in 
anticipation of a future event occurring, or a future benefit or detriment.  

• The principle of conformity contends that land will achieve its maximum value 
when it is used in a way that conforms to the existing economic and social 
standards within a neighborhood.  

Land value can be thought of as the relationship between a desired location and a 
potential user. The ingredients that constitute land value are utility, scarcity and 
desirability. These factors must all be present for land to have value. 

Land that lacks utility and scarcity also lacks value, since utility arouses desire for use 
and has the power to give satisfaction. The air we breathe has utility and is generally 
considered important, since it sustains and nourishes life. However, in the economic 
sense, air is not valuable because it hasn’t been appropriated and there is enough for 
everyone. Thus there is no scarcity – at least at the moment. This may not be true in the 
future, however, as knowledge of air pollution and its effect on human health make 
people aware that clean and breathable air may become scarce and subsequently valuable. 

By themselves, utility and scarcity confer no value on land. User desire backed up by the 
ability to pay value must also exist in order to constitute effective demand. The potential 
user must be able to participate in the market to satisfy their desire. 

While land is the gift of nature, certain legal, political and social constraints have been 
imposed in most societies throughout the years. Every nation imposes certain public 
limitations on land ownership and use for the common good of all citizens. Four forms of 
governmental control include: 
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1. Taxation -- Power to tax the land to provide public revenue and to 
return to the community the costs incurred to pay for the various public 
benefits, services and environmental protection, which are provided by the 
government;  
2. Eminent Domain -- Right to use, hold or take land for common public 
uses and benefits;  
3. Police Power -- Right to regulate land use for the welfare of the public, 
in the areas of safety, health, morals, general welfare, zoning, building 
codes, traffic regulations and sanitary regulations;  
4. Escheat -- Right to have land revert to the public's agent, the 
government, when taxes are not paid or when there are no legal heirs.  

Many factors contribute to land value, including:  

The physical attributes of land: 
• quality of location, fertility and climate;  
• convenience to shopping, schools and parks;  
• availability of water, sewers, utilities and public transportation;  
• absence of bad smells, smoke and noise; and  
• patterns of land use, frontage, depth, topography, streets and lot sizes.  

Legal or governmental forces: 
• the type and amount of taxation,  
• zoning and building laws,  
• planning and restrictions. 

Social and demographic factors: 
• population growth or decline,  
• changes in family sizes,  
• typical ages,  
• attitudes toward law and order,  
• prestige and education levels.  

Economic forces: 
• value and income levels,  
• growth and new construction,  
• vacancy and  
• availability of land. 

The influence of these factors expressed independently and in relationship to one another, 
helps the people and the assessor measure land value. Land valuation involves 
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determining the highest and best use of the site given a combination of these elements, 
estimating the value by current appraisal theory, and reconciling to a final estimate of 
value.  

An assessment (or an appraisal) is essentially an opinion of value made by an 
experienced knowledgeable person. Specialists are known as assessors who base their 
estimate of land value upon basic economic principles which serve as the foundation of 
the valuation process. Almost everyone can learn how to do this and learn to do it better. 

The assessment or appraisal process is an organized procedural analysis of data. This 
procedure involves seven specific phases, each of which contains numerous procedures. 

1. Defining the Assignment  

The goal is to estimate the supply/demand value of all land sites within a given district. 
This will include manufacturing enterprises, apartments, commercial enterprises, single 
family home sites, government land, farms and all other land and natural resources of 
various descriptions. 

The assessor should be able to support his estimate of land value, both in discussion and 
in writing. The assessor must define and use specific terminology suitable and pertinent 
to land appraisal. Economic Land Rent was defined as the value paid or imputed for the 
exclusive right to use a land site location or natural resources. 

2. Determining the Data Required and It’s Source  

A land market assessment system is based upon data related to land attributes. These data 
generally include maps; aerial photographs; descriptions of physical characteristics like 
size, shape, view and topography; permitted uses; economic usefulness; present uses; 
available utilities; proximity to town centers or employment; and site improvements like 
streets, curbs, gutters, sidewalks and street lights. Governments have much of this data 
available in their different agencies. 

How are values currently being determined and paid by land owners or occupiers? Are 
records being maintained for the values or fees that are currently being paid by land 
owners or occupiers? If land values have been estimated in the past, attempts should be 
made to build upon the existing systems while making constant improvements to data 
collection. 

3. Collecting and Recording the Data  

Most governments do not have all of this information available in a single data base 
capable of analysis. Assessors must determine 

1) what land data and valuation systems currently exist,  
2) how effectively they operate,  
3) how to build upon and improve these systems and  
4) how to implement procedures for collecting additional data to improve 
the estimates of land values.  
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If no effective land revenue systems are in place they can be created in a manner similar 
to the following. Assessors should ascertain what land data presently exists and how it 
could be assembled for use in a land valuation system. They should collect and maintain 
the data needed from any existing records even though it is not currently stored in a 
single source. They should determine what additional data would be valuable and from 
what sources it can be obtained. They should develop ongoing procedures for collecting 
any additional data required to determine land values and the data should be collected for 
the differences in characteristics for each site. 

The assessor may train a small team to find and record the additional desired data. The 
data should be displayed in a useful manner such as on a land value map or a computer 
printout. In an area with no systems or data in place, simple relationships could be drawn 
for permitted use (zone), distance to amenities (location), physical characteristics (size, 
topography, view, and so on) and other significant factors. Data could be collected and 
analyzed on a neighborhood and type of potential use basis. 

Conversations with residents and businessmen could help to define the parameters which 
people in the local community use to determine favorable land location. An interview 
might reveal that the distance to transportation, such as a river, roadway or public 
transportation, weighs greatly in people's minds. Or, other factors may predominate, such 
as homogeneity of a neighborhood or distance to shopping and schools. Planners, 
government officials, real estate agents, appraisers and others involved in real estate may 
also provide useful data. 

Even if no land sales or market evidence exists, the specific factors which influence land 
value are well understood by most people in any area of the world. The assessor's job is 
one of skillfully determining the relative priorities identified by local people. 

A sample of typical and varied land sites within a city could be selected to demonstrate a 
land valuation system. Based upon a study, land market values could be assigned by a 
competent assessor. The assessor could train a few people to collect and analyze existing 
data, then analyze the sample survey data and set standards for the base market values in 
the area. The difference in market value of the attributes that enhance or detract from a 
typical site could be added or subtracted to the base land value for the other sites in the 
study. These features should be recorded on the land value map, which would show the 
primary sites with values declining as desirability decreases or increasing as desirability 
increases. 

Several examples of land assessment systems will be considered, from a simple example 
with no significant land data, to a more complex example with plentiful land data. The 
methods employed will depend upon the land market data that currently exists and how 
that data can be assembled for use in a land assessment system. 

4. Verifying the Data  

Since the appraisal process is an opinion of land value that is not based upon the personal 
experience of the assessor, the data collected should be verified with two different 
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sources. Sales data should be verified with a person directly involved in the transaction. 
For example, one party could be the selling agent responsible for the sale. Another party 
could be the site owner who agreed to the sale amount. Additional sources might be 
government land agents or officials who have firsthand knowledge of the sale. 
Inaccuracies can also be brought to light by concerned citizens if the data is made 
available to the public. 

5. Analyzing and Interpreting the Data  

Further on in this section there is detailed information on several methods of analyzing 
and interpreting land data that can be used to secure the goal of estimating the value of all 
land sites. 

6. Estimating the True Land Value  

Once the analysis has been concluded, it will be possible for the assessor to make a 
rational estimate of the land value of every land site. This estimate will serve as the basis 
for the value that will be paid by a site owner or user for the exclusive use of a location 
(site). The assessor would assign preliminary land value estimates based upon the 
comparative estimated usefulness and desirability of the sites. Initially, they could 
accomplish this task in a general manner, with the understanding that refinements would 
be made to reflect new information and public opinion. 

7. Public Examination and Analysis of the Land Values  

The preliminary land value assessment, estimated for each site, could then be displayed 
on a land value map. Public examination and analysis of the land values for land sites 
would help to clarify any errors in making assessments. People who occupy land acquire 
skills in noticing slight differences in land characteristics. They can explain to the 
assessor why and how differences should be reflected in the conclusions about land 
values. 

Once an adequate sample survey has been completed and had favorable public review, 
the result can be used throughout the total area. These sample data results could be used 
to estimate the comparative value of each land site. Thereafter land value should be 
reassessed on an annual basis adjusting for changes in value. 

Methods Used to Analyze and Assess Land Value 

Valuation of the land involves first determining the highest and best use of the site, 
estimating the value by current appraisal theory, and reconciling to a final estimate of 
value.  

The four criteria for determining highest and best use are; what is: (1) physically 
possible;  
(2) legally permissible; (3) financially feasible; and (4) maximally productive. 

Current appraisal theory uses three standard approaches in estimating land value:  
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(1) the cost approach; (2) the sales comparison approach; and (3) the income 
capitalization approach.  

The most reliable way to estimate land value is by sales comparison. This appraisal 
technique is dependent upon utilizing truly comparable market or sales data which have 
occurred near enough in time to reflect market conditions relative to the time period of 
the appraisal. When few sales are available or when the value indications produced 
through sales comparison require substantiation, other procedures may be used to value 
land. There are seven procedures that can be used to obtain land value indications:  

1. Sales comparison - Sales of similar, vacant parcels are analyzed, compared, 
and adjusted to provide a value indication for the land being appraised.  

2. Proportional Relationship - Relating a site to a known standard site. The 
difference can be expressed as a percentage. This procedure can be used when 
there is little value evidence in existence. 

3.  Land Residual Technique - It is assumed that the land is improved to its 
highest and best use. All operating expenses and the return attributable to 
other agents of production are deducted, and the net income imputed to the 
land is capitalized to derive an estimate of land value.  

4. Allocation - Sales of improved properties are analyzed, and the prices paid are 
allocated between the land and the improvement portions.  

5. Extraction - Land value is estimated by subtracting the estimated value of the 
depreciated improvements from the known sale price of the property.  

6. Ground Rent Capitalization - This procedure is used when land rental and 
capitalization rates are readily available, as in well-developed areas. Net 
ground rent, the net amount paid for the right to use and occupy the land, is 
estimated and divided by a land capitalization rate.  

7. Subdivision Development – With this approach land value is estimated as if 
the land were serviced with infrastructure and available for sale in smaller 
parcels. All costs including infrastructure and carrying charges are subtracted 
from the estimated proceeds of sale, and the net income projection is 
discounted over the estimated period required for market absorption of the 
sites. 

With the appraisal process and these several possible approaches to value understood, it 
is appropriate to consider which methods and procedures should be used to analyze and 
interpret the land data. The choice is based upon what data is available, its reliability and 
usefulness in making a value estimate. 

Standard Units of Measure  

Land markets can be estimated on the basis of a certain value per unit and the unit is 
often one of the following: 
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1. Per Dwelling Unit Site 
2. Per Square-Foot 
3. Per Acre 
4. Per Front-Foot 

The selection of the most appropriate unit, or combination of units, is important. It is a 
decision which can only be made after a careful analysis of the market and the available 
data. 

The standard residential site may respond well to a value Per Dwelling Unit Site. A 
commercial use may be better estimated by using a value Per Square-Foot or Per Front-
Foot. A farm or rural site may be better estimated by using a value Per Acre. Once the 
market value per unit of measure has been established for the standard site representative 
of the area, the value will become a base to which all other sites can be compared. 

Per Dwelling Unit Site -- Sale evidence will frequently indicate that minor variations in 
sites, whether frontage or size, have little effect on markets. The assessor could select the 
standard Dwelling Unit Site, both as to location and market. They would proceed to make 
judgment decisions in relating the other sites to the site that was selected as the standard 
site--rating them as standard, superior or inferior. An individual site could have some 
characteristics that are superior and others that are inferior. The Per Dwelling Unit Site 
method is useful in the valuation of apartments and homes. It may also be combined with 
the use of another method such as the per square-foot method. 

Per Square-Foot -- The value per square-foot unit of measure has application in 
estimating value for commercial, industrial and residential lands where the applied rate 
will be more constant over the entire site. The size of the site limits or enhances the use 
and market value of a site.  

Per Acre -- Beyond the limits of the urban area, there will be those parcels that are so 
much larger that they will not respond well or at all to dwelling unit site value, a square-
foot or front-foot unit measure. Where these larger parcels are the norm, the unit of 
measure can best be expressed as a value per acre. The adjustment factors might relate to 
agricultural benefits, such as soil fertility, distance to markets or water supply. 

Per Front-Foot -- This method has been useful in the downtown portion of intensely 
developed cities where people pay a premium for exposure to customers. For those sites 
that are not identical to the standard site, it will be necessary to make appropriate 
adjustments for variations in width, depth and other attributes that differ from the 
standard site. The total departures from standard front-foot market can be expressed as an 
adjusted frontage. It is against this adjusted frontage that the adopted front-foot value will 
be applied. 

There is a principle of commerce that commodities are cheaper by the dozen. By the 
same token it could be that frontage feet are cheaper per unit when the total exceeds the 
average, or standard width. A width table is a series of percentage adjustments greater or 
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less than 1.0 needed to adjust the actual Market per Front-Foot of any site and equate it to 
the Front-Foot value of the adopted Standard Site. 

Standardized Adjustments  

A standardized method is the application of the comparative method to land markets 
under review. Adjustments are made for divergences from the standard site by the use of 
a specific set of rules. The most common examples are those used for distance and size. 
The methods were born out of the necessity to produce sound and impartial market 
estimates in a limited amount of time recognizing the accepted principles of valuation. 

It is essential to use discretion and judgment and only treat standardized methods as 
guides. The use of formulas should be the result of local market analysis and testing. 
Sales are sought that are similar except for the one difference that is being analyzed. A 
value for this difference will result. The main virtue of the method is its administrative 
adaptability, permitting land values to be estimated on the basis of strict comparability. 
Mistakes become more easily detectable, particularly in cases of errors of judgment and 
mathematics. 

Adjustments for Unique Features  

After the base value has been estimated, the differences in individual sites must be 
considered. Some sites have unique advantages or disadvantages compared to other sites. 
Actual real estate values vary for each site and are dependent upon numerous individual 
features, qualities, characteristics and restrictions. 

Adjustments will have to be made for differences between the standard site and every 
other site. The assessor will want to study the typical differences and make individual 
refinements. There may be reasons for an increase in value for characteristics which are 
better than the standard site. They would make a positive adjustment for desirable 
characteristics, such as superior location, view, topography, services or access. 

There can also be reasons for loss of value for characteristics which are inferior to the 
standard site. They would make a negative adjustment for undesirable characteristics, 
such as poor location, longer distance to transportation, longer distance to the civic 
center, wet ground in the winter, over-abundance of rock or poor access. 

Land Value Maps  

The land values which have been calculated should be displayed on a land value map. 
This will allow the assessor to review his data and value conclusions. A field review will 
allow him or her to make further necessary adjustments for other variables observed in 
the review and finish the project. The assessor will find that when the results of the land 
value analysis are presented, and the major adjustment criteria utilized, the public can 
understand the logic of the assessments. 

Transparency is of considerable importance when implementing land value capture. All 
information including how information is obtained should be posted on a website and the 
information can be presented in a number of ways, for example, graphs, charts, land 
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value maps, topographical and aerial maps. A “Google Earth” approach would enable 
citizens to easily view each land parcel and then click to find out pertinent information 
such as zoning and other regulations, ownership, and assessed land value. 

Computer Estimated Land Values  

There are many jurisdictions that have both prior market value estimates and some site 
data available on a computer. They may be capable of using this data as a basis for 
updating market estimates. 

Many government agencies have already collected limited data about land on a computer 
system. By analyzing market trends, new land market estimates could be made with a 
single updating factor for each permitted land use within a neighborhood. 

An entire country would be capable of annual reassessments, updated by computer data 
entries. A simple model used for computer calculation of land values for 1,000,000 land 
sites could be based upon a careful analysis of the sales of a sample of 12,000 sites. A 
local valuation committee of land experts could define the land use classes, neighborhood 
areas and market values for each standard site in the area. A Geographic Information 
System can be used to display land values, characteristics and statistical data. All of this 
can be posted on websites. 

The advantages to using a computer assisted market update include the abilities to: 

1. Facilitate frequent update of assessments ensuring equitable treatment 
of all property owners.  
2. Eliminate arithmetic errors in land value calculations.  
3. Improve the assessor's productivity in land value assessment.  
4. Employ standardized assessment techniques that have proven to be 
effective.  

The information in this section on Land Value Assessment was extracted from Estimating 
Land Values, by Ted Gwartney, MAI, Assessor, Greenwich, Connecticut, USA. The 
complete document can be found at: http://www.henrygeorge.org/ted.htm 
Best practices models for an advanced land valuation and record system as developed by 
the Center for the Study of Economics can be found at: http://www.marylandlandtax.org/
calculator and http://www.lvtproject.org 

For land value assessment for purposes of land value capture on leasehold, community 
land trust, and land held under “customary rights” go to information in the 
Implementation section of the GLTN online course on Land Rights and Land Value 
Capture. 

NEXT STEPS 

Further Resources:  

http://www.henrygeorge.org/ted.htm
http://www.marylandlandtax.org/calculator
http://www.marylandlandtax.org/calculator
http://www.lvtproject.org
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For land value assessment for purposes of land value capture on leasehold, community 
land trust, and land held under “customary rights” go to information in the 
Implementation section of the online course on Land Rights and Land Value Capture. 

NEXT STEPS 

Further Resources: ??? 

Credits: 

ADDENDUM 

For consideration of placement in “boxes” in the long brochure: 
• The UN Habitat Action Agenda adopted at the Istanbul conference in 1996 states: 

The failure to adopt, at all levels, appropriate rural and urban land policies and 
land management practices remains a primary cause of inequity and poverty. It is 
also the cause of increased living costs, the occupation of hazard-prone land, 
environmental degradation and the increased vulnerability of urban and rural 
habitats, affecting all people, especially disadvantaged and vulnerable groups, 
people living in poverty and low-income people. 

• The Vancouver Action Plan – the 1976 founding document for UN Habitat – 
states: Social justice, urban renewal and development, the provision of decent 
dwellings and healthy conditions for the people can only be achieved if land is 
used in the interests of society as a whole…. Excessive profits resulting from the 
increase in land value due to development and change in use are one of the 
principal causes of the concentration of wealth in private hands. Taxation should 
not be seen only as a source of revenue for the community but also a powerful 
tool to encourage development of desirable locations, to exercise a controlling 
effect on the land market and to redistribute to the public at large the benefits of 
the unearned increase in land values… The unearned increment resulting from the 
rise in land values resulting from change in use of land, from public investment or 
decision or due to the general growth of the community must be subject to 
appropriate recapture by public bodies (the community). 

• This public finance policy smoothly and naturally achieves the goal of Habitat II 
Action Agenda Section B 56(e) to “promote the efficient functioning of the market 
for vacant land, ensuring the supply of housing and land for shelter 
development.” 
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• Land value taxation achieves the UN Habitat Action Agenda Section B. 56(h) to 
which all UN member states agreed: Consider the adoption of innovative 
instruments that capture gains in land value and recover public investments. 

• What is Land Rent?  
 
Classical economists beginning especially with David Ricardo observed that no 
rent could be commanded for land as long as comparable land was available for 
free. However, when the best land is used up or enclosed by particular individuals 
or groups, then the next best quality of land is utilized (although at a higher cost 
of production) and then the next best (at a still higher cost of production) and so 
forth. As a result, “land rent” was defined as the different in the cost of production 
on the poorest or least favorable tract of “no rent” land being used and the cost of 
production on areas of land with better soil or more favorable locations.  
 
Because of the type of property-in-land system in place in much of our world, 
there is profit to be made from simply holding (owning) valuable land sites or 
large tracts of land. Those without control or ownership of land must pay to land 
owners (or mortgage bankers in the form of interest for land purchase) a fee – 
“land rent” or land price - for access.  
 
As development intensifies cost of land further increases due to land speculation 
and hoarding. The landless and coming generations must pay a steadily rising 
amount land access. Eventually, increasing numbers of people who could 
otherwise be productive and well able to meet their basic needs are driven to 
subsistence levels and worse because they cannot pay the inflated land costs.  

The rental value of land sites comprises at least about 20% of gross domestic 
product (GDP) in most countries, an amount that in poorer countries is sometimes 
greater than all government spending combined. The land value capture capacity 
of land is an even larger fraction of GDP where population is densest and 
competition for good land consequently most intense. Where extraction of oil or 
minerals is the major industry of a country or region, total natural resource rents 
can even exceed 50% of GDP. Economists call private pursuit of this publicly 
created value “rent seeking.” Many now view this as a method of obtaining 
unearned gains at society's expense and thus a root cause of the worldwide grossly 
inequitable distribution of wealth. 

Open letter to Mikhail Gorbachev (1991) 

On the initiative of economist Nicolaus Tideman, 30 persons signed a letter dated 
November 7, 1990, advising Mikhail Gorbachev to capture land rent to smooth the 
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transition to a market economy.  All but two of the signers were Ph.D. economists, many 
of them extremely prominent.  Three of the signers, Franco Modigliani,  Robert Solow 
and James Tobin, had been awarded the Nobel Memorial Prize in Economics.  One other 
signer, William Vickrey, was subsequently awarded that prize. 

The Letter: 

November 7, 1990 
  
  
Mikhail Gorbachev, President 
Union of Soviet Socialist Republics  
  
  
Dear Mr. Gorbachev: 
  
   The movement of the Soviet Union to a market economy will greatly enhance 
the prosperity of your citizens.  Your economists have learned much from the 
experience of nations with economies based in varying degrees on free markets.  
Your plans for freely convertible currency, free trade, and enterprises undertaken 
and managed by individuals who receive the profit or bear the losses that result 
from their decisions are all highly commendable.  But there is a danger that you 
will adopt features of our economies that keep us from being as prosperous as we 
might be.  In particular, there is a danger that you may follow us in allowing most 
of the rent of land to be collected privately. 
  
   It is important that the rent of land be retained as a source of government 
revenue.  While the governments of developed nations with market economies 
collect some of the rent of land in taxes, they do not collect nearly as much as 
they could, and they therefore make unnecessarily great use of taxes that impede 
their economies--taxes on such things as incomes, sales and the value of capital. 
  
   Social collection of the rent of land and natural resources serves three purposes.  
First, it guarantees that no one dispossesses fellow citizens by obtaining a 
disproportionate share of what nature provides for humanity.  Second, it provides 
revenue with which governments can pay for socially valuable activities without 
discouraging capital formation or work effort, or interfering in other ways with 
the efficient allocation of resources.  Third, the resulting revenue permits utility 
and other services that have marked economies of scale or density to be priced at 
levels conducive to their efficient use. 
  
   The rental value of land arises from three sources.  The first is the inherent 
natural productivity of land, combined with the fact that land is limited.  The 
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second source of land value is the growth of communities; the third is the 
provision of public services.  All citizens have equal claims on the component of 
land value that arises from nature.  The component of land value that arises from 
community growth and provision of services is the most sensible source of 
revenue for financing public services that raise the rental value of surrounding 
land.  These services include roads, urban transit networks, parks, and public 
utility networks for such services as electricity, telephones, water and sewers.  A 
public revenue system should strive to collect as much of the rent of land as 
possible, allocating the part of rent derived from nature to all citizens equally, and 
the part derived from public services to the governmental units that provide those 
services.  When governments collect the increase in land value that results from 
the provision of services, they are able to offer services at prices that represent the 
marginal social cost of these services, promoting efficient use of the services and 
enhancing the rental value of the land where the services are available.  
Government agencies that use land should be charged the same rentals as others 
for the land they use, or services will not be adequately financed and agencies will 
not have adequate incentive or guidance for economizing on their use of land. 
  
   Some economists might be tempted to suggest that the rent can be collected 
publicly simply by selling land outright at auction.  There are a number of reasons 
why this is not a good idea.  First, there is so much land to be turned over to 
private management that any effort to dispose of all of it in a short period would 
result in an extreme depression in prices offered.  Second, some persons who 
could make excellent use of land would be unable to raise money for the purchase 
price.  Collecting rent annually provides access to land for persons with limited 
access to credit.  Third, subsequent resale of land would enable speculators to 
make large profits unrelated to any productive services they offer, resulting in 
needless inequity and dissatisfaction.  Fourth, concern about future political 
conditions would tend to depress offers.  Collecting rent annually permits the 
citizens of future years to capture the benefits of good future public policies.  
Fifth, because investors tend to be averse to risk, general uncertainty about the 
future will tend to depress offers.  This risk aversion is sidestepped by allowing 
future rental payments to be determined by future conditions.  Finally, the future 
rent of land can more justly be claimed by future generations than by today's 
citizens.  Requiring annual payments from the users of land allows each year's 
population to claim that year's rent.  While the proceeds of sales could be invested 
for the benefit of future generations, not collecting the money in advance 
guarantees the heritage of the future against political excesses. 
  
   The attached Appendix provides a brief technical discussion of issues of the 
duration of rights to use land, the transfer of land, the assessment of land, social 
protection against the abuse and subsequent abandonment of run-down property, 
and redistribution among localities to adjust for differences in natural per capita 
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endowments.  While these issues need to be addressed, none of them present 
insoluble problems. 
  
   A balance should be kept between allowing the managers of property to retain 
value derived from their own efforts to maintain and improve property, and 
securing for public use the naturally inherent and socially created value of land.  
Users of land should not be allowed to acquire rights of indefinite duration for 
single payments.  For efficiency, for adequate revenue and for justice, every user 
of land should be required to make an annual payment to the local government, 
equal to the current rental value of the land that he or she prevents others from 
using. 
  
Sincerely, 
  
Nicolaus Tideman, Professor of Economics 
Virginia Polytechnic Institute and State University 
  
William Vickrey, President for 1992 
American Economic Association 
  
Mason Gaffney, Professor of Economics 
University of California, Irvine 
  
Lowell Harriss, Professor Emeritus of Economics 
Columbia University 
  
Jacques Thisse, Professor of Economics 
Center for Operations Research and Econometrics 
University Catholique de Louvain, Belgium 
  
Charles Goetz, Joseph M. Hartfield Professor of Law 
University of Virginia School of Law 
  
Gene Wunderlich, Senior Agricultural Economist 
Economic Research Service, U.S. Department of Agriculture 
  
Daniel R. Fusfeld, Professor Emeritus of Economics 
University of Michigan 
  
Elizabeth Clayton, Professor of Economics 
University of Missouri at St. Louis 
  
Robert Dorfman, Professor Emeritus of Political Economy 
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Harvard University 
  
Carl Kaysen, Professor of Economics 
Massachusetts Institute of Technology 
  
Tibor Scitovsky, Emeritus Eberle Professor of Economics 
Stanford University 
  
Richard Goode 
Washington, D.C. 
  
Susan Rose-Ackerman, Eli Professor of Law and Political Economy 
Yale Law School 
  
James Tobin, Sterling Professor Emeritus of Economics 
Yale University 
  
Richard Musgrave, Professor Emeritus of Political Economy 
Harvard University 
  
Franco Modigliani, Professor Emeritus of Economics 
Massachusetts Institute of Technology 
  
Warren J. Samuels, Professor of Economics 
Michigan State University 
  
Guy Orcutt, Professor Emeritus of Economics 
Yale University 
  
Eugene Smolensky, Dean of the School of Public Policy 
University of California, Berkeley 
  
Ted Gwartney, Real Estate Appraiser and Assessor 
Anaheim, California 
  
Oliver Oldman, Learned Hand Professor of Law 
Harvard University 
  
Zvi Griliches, Professor of Economics 
Harvard University 
  
William Baumol, Professor of Economics 
Princeton University 
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Gustav Ranis, Frank Altschul Professor of International Economics 
Yale University 
  
John Helliwell, Prefessor of Economics 
University of British Columbia 
  
Giulio Pontecorvo, Professor 
Graduate School of Business, Economics and Banking, Columbia University 
  
Robert Solow, Institute Professor of Economics 
Massachusetts Institute of Technology 
  
Alfred Kahn 
Ithaca, New York 
  
Harvey Levin, Augustus B. Weller Professor of Economics 
Hofstra University 
  
  
The names of individuals appear in the order in which they agreed to sign the 
letter.  No individual speaks for any organization with which he or she is 
affiliated. 
  
Appendix of Gorbachev Letter on Technical Issues: 
  
  
All individuals and enterprises should have the right to continue using the land 
they have been using, for as long as they are prepared to pay the rent of that land.  
The amount of rent to be paid will vary as the economy evolves.  As is traditional 
in countries with market economies, if land is needed for some public purpose 
such as a highway, the judicial process should guarantee the user fair 
compensation for any improvements that have been made in good faith.  Every 
user of land should also have the right to transfer ownership of the improvements 
on the land, together with the right to continue using the land upon payment of 
rent, to any buyer on any terms upon which they mutually agree. 
  
For the rent of land to be collected publicly, land must be assessed, and then 
reassessed regularly.  The assessment process is simplified by the fact that land 
rental values tend to change smoothly with location.  Initially, a map of the value 
of land can be made by auctioning scattered sites on a rental basis, and then 
interpolating for the value of other sites, based on the experience of Western 
appraisers and assessors regarding the manner in which the value of land varies 
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systematically.  To update assessments in future years, the assessment office 
would auction sites that had been relinquished by their users, or sites with 
improvements that were almost fully depreciated, that had been acquired in 
voluntary transactions.  Interpolation would again be used to estimate the rent of 
sites that had not been transferred. 
  
With all or nearly all of the rent of land collected publicly, it would be necessary 
to guard against the possibility that users of land with fully depreciated 
improvements would abandon their property, leaving the State to demolish the 
improvements in preparation for the next use of the site.  This potential problem 
can be avoided by requiring every user of land to post a government bond as a 
"security deposit" that the land will not be abandoned in a run-down condition.  
Interest on the bond could be applied to the annual rent. 
  
Collection of the rent of land is best managed by local governments, but justice, 
as well as efficiency in migration incentives, requires that the part of rent that is 
attributable to nature rather than community development be shared on an equal 
per capita basis.  Thus there is need of clearinghouse mechanism, into which all 
localities would deposit collections of rent from nature in excess of the average 
per capita amount, and from which other localities would receive compensation 
for their deficiencies of rent from nature, relative to the average per capita 
amount. 
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