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LAND NATIONALIZATION

A RECeENT DEBATE in the House of Commons on a
motion favouring Land Nationalization invites an
examination of the nature and effects of this policy.

It is implicit in such a proposal that there are peculiar
circumstances attaching to land which justify nationali-
zation by itself and without reference to any general
theory of nationalization of all means of production.

That there are circumstances which clearly differen-
tiate land from all- other economic objects is clear,
Land is the original source of all consumable goods.
Every article which we consume is composed of materials
which are derived from land and which have been
worked up into the desired form by the interaction of
labour and capital, while capital itself (in the strict
sense of *“ the produced means of further production »)
is ultimately derived from land.

The use of land is, therefore, the pre-requisite of all
production and of all consumption. Those who believe
in any form of democracy, that is to say of equality of
opportunity, must believe in equality of access to land.
Some still think that this can be achieved by a redistribu-
tion of ownership of land, by a generalized peasant
proprietorship. Such a view is incompatible with
modern conditions of production. To give each citizen
an approximately equal quantity of land, if such a thing
were possible at all, would mean splitting up the land
into uneconomic units entirely unsuited to the present
day scale of production in many industries. If it could
be established, it could not be maintained ; the play
of economic forces would constantly tend to break it
down, for it would mean an immediate restriction of
production and general impoverishment,

Neither could any proposal for redistribution of land
as such take adequate account of the enormous
variations in value of equal areas of land which is
characteristic of, and inherent in, a highly organized
system of division and specialization of labour.

The question of value brings us to the second circum-
stance which differentiates land from other things. It
is not only something which is unproduced by human
exertion, but it yields a revenue which is unearned and
unproduced by the individual who appropriates it.
The value of land is the measure of the community
advantages obtainable by having a certain piece of land
in a certain situation.

Those who believe in equality of opportunity cannot
believe that it is equitable that some members of society
should be allowed to appropriate enormous unearned
incomes from the possession of sites made highly valuable

by the organized effort of the community. Indeed,
this proposition is so self-evident that the main obstacle
to its realization in practice is the fact that we live
under a dispensation in which other arrangements have
grown up. There is scarcely anyone who, if we were
starting afresh, free from all legally established rights,
would not admit that the value of land should be
reserved as a community income for the benefit of all
members of the community.

The problem is what are we to do now ? Advocates
of land-value taxation say : Let us begin to establish
the principle at once by taking some part of the land
value for public revenue. Every step taken in that
direction will be a positive achievement which will make
each subsequent step the easier. In this manner the
ultimate goal can be attained as rapidly as public
opinion may decide.

The advocates of land nationalization say : Let the
State purchase the land now from those who own it
and pay them fair compensation for it. But observe
the difficulties of principle and practice into which this
proposition immediately plunges them.

It is not practicable to purchase land without at the
same time acquiring the buildings and other immovable
things which are attached to the land. This difficulty
does not exist for advocates of land-value taxation,
because the value of land can be distinguished from the
value of the buildings and improvements even where
they cannot be physically separated from one another.
But when it comes to acquiring the physical property
in the land this separation cannot be made. Land
nationalizers are, therefore, in practice nationalizers

of all capital which is fixed to the land. |The distinction |

between land and things which have béen produced—

the very distinction which affords a special argument
for land nationalization—has to be abandoned. So also
must be abandoned the distinction between the value of
land and the value of other things, which affords an
impregnable argument for recovering land value for the
community. The proposition must, therefore, rest upon
the much more tenuous and disputable arguments which
might be adduced in favour of nationalization of all the
means of production. Land nationalizers thus throw
away in their practical proposals the special arguments

which are so overwhelmingly in favour of dealing in -

some way with the land question.

Moreover, land nationalization implies that the State
must acquire not merely the interests of freeholders but
also those of lessees, for in many cases the lessees have
substantial interests both in the land and in its value,
and to acquire merely the freehold interests would leave
the others outstanding for long periods (and in some
cases for ever).

Thus, land nationalization in practice is a much
larger, and more expensive, operation than the phrase
implies at first sight.

This brings us to the question of the price to be paid.
Land nationalizers say that * fair compensation > must
be given to the owners of land, but there has been much
conflict of opinion as to what this phrase implies. To
the ordinary man it would convey the market price,
the amount which the owner could expect to obtain if
he sold the land in the ordinary way. But the selling
value of land depends not upon the use to which it is
put at the moment but upon the anticipated net revenue
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expected from it in the future ; it is the capitalization
of future rents. Moreover, under existing conditions
when considerable areas of land are held out of use, the
market price of land is at an abnormally high level.
It follows, therefore, that if the State buys it at market
value, a long period must elapse before the State
receives sufficient revenue to enable it to pay the whole
interest upon the debt, not to speak of amortizing the
debt itself. (), i &l

This difficulty has not escaped the attention of land
nationalizers. The proposition ceases to be attractive
if the market price has to be paid, and modified interpre-
tations have been given to the phrase “ fair compensa-
tion.” One is that the purchase price should be
assessed on the basis of the annual value at which the
land is assessed for the purposes of the Income Tax,
Schedule A. But this, too, has its difficulties. The
Schedule A assessment is not in any way related to
market value, but to the use made of the land. Where
land is entirely unused there is no assessment for
Schedule A. Are we to assume that in that case, the
State will pay nothing ? Can any conceivable interpreta-
tion of “ fair compensation " lead to such a result ?

It may also be observed that no indication is offered
of the number of years’ purchase of the Schedule A
valuation to be taken in order to arrive at the purchase
price. It was suggested in thé debate veferred to that
the number of years’ purchase would vary with the
condition and state of repair of the buildings and
improvements. But has not this already been taken
into account, at least to some extent, in making the
valuation for Schedule A ?

Moreover, as land nationalization involves the
purchase of the whole property, the site as well as the
buildings and improvements, it seems that it must
involve giving the landowner compensation for improve-
ments made by his tenant. If any attempt is made to
avoid this conclusion, then the most intricate and
difficult enquiries will arise as to the facts and the
history of each case, and the whole process will involve
millions of protracted arbitrations or litigations. The
more the practical problems arising from land nationali-
zation are examined, the more apparent is it that it
bristles with all kinds of equitable and technical diffi-
culties. Gavined bor d asud Tooereared Upde

The existence of valuable unused or badly used land
is frequently cited as an argument for land nationaliza-
tion. But what are the primary reasons for this ? Surely
they are our failure to require the owners of land to
contribute to the expenses of the State according to its
real value, and the heavy burden of rates and taxes
imposed upon the development and improvement of land.

In fact land nationalization does not solve the land
question. It perpetuates for an indefinite period the
existing system under which the workers and producers
are subjected to heavy taxation because of the failure to
take land value for public revenue. Land nationalizers
in the past expressed the hope that the period during
which this would continue might be short because
increase of land values would amortize the debt created
o purchase the land. They failed to realize, however,
that if market value is paid, then the payment has
already included all the increases in value that the
market could foresee. But the situation now is still more
adverse for the land nationalization theory. The

tendency at present is for population to fall. This
tendency will to some extent at least counteract the
effect of technical improvements and specialization of
labour and industry in raising land values. We need
not hold the extreme view that if the present trend of
the birth.rate continues the population of this country
will decline in the course of a century to five millions,
but there is at any rate reason for the greatest caution
in accepting any policy based upon anticipation of a
continual and rapid rise in land values over a long
period.

Still other problems arise out of this proposal. If the
State is to be the landowner then it must either administer
the land itself or it must let it to tenants. | If the land is
administered by the State, then the State must take the
responsibility of providing the equipment and determin-
ing the use which is made of it. | If the land is let on
short tenancies, then the same result follows, for the
tenant will not be prepared to adventure his own
capital. |On the other hand, if the land is let on a
perpetual tenure, fresh problems arise as to the adjust-
ment of the rent when the land value rises or falls, and
this problem is complicated by the question of the
variation in the value of the original improvements on
the land, which the State acquires in the process of
land nationalization, | All these problems are avoided
by land value taxation, for the amount which the land-
holder will pay under that system by way of tax will
automatically be adjusted by reference to the value of
the land alone as periodically revised by general
valuations of land value, and the occupier will make
his own arrangements and be solely responsible for the
improvements. | At the same time the occupier will have
a continual pressure brought to bear upon him to use
the land well because he will have to pay the same
amount of tax whether he uses it well or ill. | In fact,
when the taxation of land values has been carried to
the extent of taking for public revenue the whole annual
value or economic rent of land, the State will in an
economic sense be the owner of the land receiving its
full value and the land holder will be the owner of the
improvements, although in a legal sense the land holder
will still have all the rights of ownership as regards the
use and disposition of land subject only to the over-
riding right of the State to collect the land value year
by year. - : ' )

The complications and difficulties and financial dis-
advantages of land nationalization have indeed become
so apparent that in the latest Parliamentary debate the
motion did not propose to nationalize the whole of the
land at one step, but proposed merely that the State
and the local authorities should be free to purchase as
much land as they pleased, when they pleased, without
requiring that the acquisition should be for some
definite and specific purpose as it usually has to be under
the existing law. The mover of the motion in his
speech qualified the proposal still further by indicating
that in the main it should apply to purely agricultural
land, while urban land should be left to be dealt with
by the taxation and rating of land values; and he
confessed that an extremely difficult problem arose with
regard to that large belt of suburban land which is used
for agriculture or is unused but which has already
acquired a high value as prospective building land.

Land nationalization lays undue stress upon the legal
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fact of ownership, and too little upon the economic fact
of private appropriation of land value. Some advocates
of land value taxation also refer to the evils of private
property in land when they intend to refer to the private
appropriation of economic rent. The latter is the
central point. The flow of land value into the pockets
of those who hold land deprives the community of the
natural revenue which it has created and earned,
causes a grievous weight of taxation to be imposed upon
the individual earnings of the people and especially of
those who are least well off, and causes enormous
inequality in the distribution of wealth. It leads also
to speculation in future values and the holding of land
out of use with its accompaniment of unemployment,

reduced wages, and a still further distortion of the
distribution of wealth.

These evils can be directly and naturally dealt with
by land value taxation. Land nationalization as we
have seen postpones to an indefinite future any recoup-
ment of the land value to the community. In effect it
leaves in private hands the enormous values which have
already attached to land and only recovers for the
community future increases in value, the amount of
which no one can with certainty foretell. Every step
in land value taxation, on the other hand, is a positive
achievement in recovering for the community land
values which now exist, and the rapidity of this process
remains in the hands of the State.

THE LONDON COUNTY COUNCIL

AT THE meeting of the London County Council, held
on 13th December, a report was submitted by the
Parliamentary Committee that the London Rating (Site
Values) Bill had been deposited in Parliament Under
the provisions of the Borough Funds Act no further
expense could be incurred in the promotion of the
Bill unless a resolution confirming the resolutions to
promote the legislation were passed by an absolute
majority of the Council.

Sir Harold Webbe, the leader of the Municipal
Reform Party, stated that they did not propose to
discuss the matter further but would record their
disagreement by dividing against the motion.

A division was then taken and the confirmatory
resolution was carried by 83 votes to 51.

At THE sitting of the House of Commons on 20th
December, the Speaker laid on the Table a Report
from the Examiners of Petitions for Private Bills that
the Standing Orders had been complied with in the
case of a number of Bills, among which was included
the London Rating (Site Values) Bill.

MunicipaL SupporT For THE L.C.C.

ResoLuTions weLcoming the action of the London
County Council in promoting a Bill for rating site values
and urging the Government to introduce legislation
applying to the whole country have been passed by the
Coventry City Council, the Boroughs of Leyton, Barking
and Port Talbot, and the Metropolitan Boroughs of
Battersea, Camberwell, Deptford, Shoreditch and Ful-
ham. The discussions were generally well reported in
the local Press. Some striking illustrations were given.

At Port Talbot Alderman Tal Mainwaring said that
the extortionate demands of landowners had prevented
the establishment of a carbide factory by the British
Oxygen Company. But for the fact that the Margam
Estate demanded £25 to £30 an acre for land for which
the company was hoping to pay £10, they might have
had in Port Talbot, to-day, a flourishing industry
contributing materially to the solution of their unem-
ployment problem.

A colliery company, he went on, had recently to
drive two slants, costing £30,000, because the surface
of the colliery would be in sight of Margam Castle.

Guest, Keen, Baldwins, four to five years ago, had
intended starting a by-products works, for which they
had already bought a number of storage tanks. The
scheme had to be abandoned at the last moment
because the royalties demanded made it an impossible
enterprise from the standpoint of profit. Were it not

for this the mineowners would be in a position to pay
better wages to their men.

In another case, he added, land on which the Corpora-
tion built a number of houses cost £381 an acre, but
when they asked for adjoining land on which to complete
a street of houses the price had risen to £924 an acre.

The Council unanimously passed the resolution.

At Fulham, Councillor J. A. de Palma referred to the
difficulty of acquiring sites for housing purposes. It was
no uncommon thing for them to be faced with a demand
for something like £40,000 an acre. Those who served
on the Assessment Committee had been somewhat
amazed at the contrast between the prices demanded
by property owners and the values at which they sought
to be assessed.

At Coventry the Rev Richard Lee referred to a case
which appeared in the minutes that day. It related to
a waste piece of ground in the ward he represented
which was used as a dump for iron filings soaked in
oil. It was a great nuisance to his constituents. The
Baths and Parks Committee tried to acquire it for a
recreation ground, and the price asked was £2,000 an
acre.

SuprorT From LocAL LABOUR PARTIES

Press cuttings have been received of resolutions
congratulating the London County Council and asking
for similar powers for the whole country passed by the
Labour Parties of Southampton, Twickenham, East
Leicester, Stowmarket, Hastings, Norwich, Portsmouth
South, Hornsey, Birmingham, Birkenhead and Epsom.

Speaking in support of the Southampton resolution,
Councillor J. H. Matthews said that one of the difficulties
in trying to re-house working-class people was the
very high price asked for land. In Southampton the
price of land had been rising very rapidly indeed in the
last 10 years.

The Borough Council were recently asked £1,000
an acre for land at Shirley, required for housing pur-

Ten years ago that land could probably have

Ecen acquired for a quarter of the present price.

Private landowners were reaping the benefit of social
expenditure on the development of towns like Southamp-
ton. Increasing land values were the result of public
expenditure, and were socially created, and, therefore,
should be socially owned.

LaND Vﬁ!g.us Rating. By F. C. R. Douglas, M.A,, L.C.C.
25, 6d.

Laxp AND Freepom. By Fredk. Verinder. 2s. 6d. net.
LANDMVALUB TAXATION IN Practice. By A. W. Madsen, B.Sc.




