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Submission to APPG on Land Value Capture (LVC) 
from Julian Pratt for Earthsharing Devon 

 
Executive Summary 
 
The submissions to the Department of Communities, Local Government and Housing Select 
Committee on Land Value Capture raise a number of questions and challenges that need to 
be answered and resolved before any productive conversations about LVC can take place.  
These questions include: 
 

1. Who owns development rights, and who should benefit from uplifts in land value? 
2. What causes of land value uplift should we capture? 
3. What measure of land value to use? 
4. Should we aim to capture one-off or ongoing increases in land value? 
5. For each method of Land Value Capture, how much total revenue is currently 

collected and what is the cost of collection? 
6. Can the APPG to set out several versions of LVT as the agreed basis for discussion? 
7. Which approach(es) to Land Value Capture should be pursued? 

 
The All Party Parliamentary Group could significantly advance the debate, and the possibility 
of reaching a satisfactory and consensual resolution of the factual if not the ethical issues, if 
it were to address each of these questions and to provide a definitive statement setting out 
the alternatives and, where possible, an authoritative opinion. 
 
Submission 
 

1.  Who owns development rights, and who should benefit from uplifts in land value? 
Many of the submissions make implicit or explicit reference to this question, and these 
submissions fall into two broad groups. 
 
Landowners, developers and the interests that support them argue that development 
rights are the rightful property of the landowner on ethical, legal and human rights grounds 
(see in particular Christopher Jessel paragraphs 1.4. 1.9, 1.10, 1.11, 1.14): 

• The right to benefit from the development of property is a normal fruit of ownership  
• The planning regime is an interference, however legitimate, with private rights 
• Land value is created by lack of supply not simply by public investment and policy 
• It is unfair to make a charge simply because the value of a property has risen as the 

result of something beyond the occupier’s control 
• Where the costs and risks are borne by the private sector then private owners and 

companies should take the profit 
• A land value capture tax is aimed at a particular type of asset and discriminates 

against landowners. 
 
Local government and campaign groups argue that land value, and uplifts in this value, are 
created by the community and are the rightful property of the community on a number of 
grounds: 
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• The whole of the value of a plot of land (though not of any improvements), including 
any uplifts in that value, are the result of the activities of the community not the 
activities of the landowner.  These include public investments in education, safety, 
health and infrastructure and also private investments in property in the area 
combined with positive community activities.  This means that the whole of the land 
value, not just uplifts due to easily identified investments in transport infrastructure 
or due to planning decisions, are the property of the community (School of Economic 
Science). 

• All people have an equal right to benefit from the land of our planet and its natural 
resources. 

• Development rights were nationalised by the Town and Country Planning Act (1947) 
and a land owner has no legal right to any increase in market value that results when 
planning permission is granted. (Royal Town Planning Association, School of 
Economic Science).  The 1947 Act also removed the owner’s right to ‘hope’ value, 
the increase in value due to the hope that planning permission will be granted in the 
future, though changes in 1959 re-introduced hope value into the compensation 
code for CPOs and thus into expectations of land value. 

 
There is no public or political agreement why land needs to serve both the public and 
private interests (Stephen Hill) and such agreement will be particularly important to secure 
wide public support for changes to Land Value Capture. 
 
The APPG could make a major contribution to the debate by producing an authoritative 
statement on the ethical, legal and human rights positions. 
 

2. What causes of land value uplift should we capture? 
 
Most respondents assume that the relevant uplift is caused either by the grant of planning 
permission or by the provision of infrastructure.  However land value is also uplifted by 
other state actions and investments (e.g. good schools, safe streets).  Taking an 
international perspective Martim Smolka (2013:8) defines it as ‘recovery by the public of the 
land value increments generated by actions other than the landowner’s direct 
investments … primarily on the increment generated by public investments and 
administrative actions’. 
 
A clear definition of Land Value Capture from the APPG, acknowledging these differences,  
would be very helpful in clarifying the discussion. 
 
 

3. What measure of land value to use? 
 
The two most common measures of land value are market rent and market value.  Almost 
all the submissions fail to distinguish between these, and the precise meaning of ‘rental 
value of land’ is left undefined.  Unless there is clarity about these terms it becomes 
impossible to reach understanding about issues such as: 

• Speculation, where market value rises ahead of market rent. 
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• Hope value, where the market rent reflects its value in its current permitted use 
while the market value reflects the hope that planning permission will be granted  
(RTPI).   

• The impact of Land Value Taxation (which reduces market value but not, when paid 
by the owner not the tenant, the market rent). 

 
The market value ultimately depends on future expected market rents, though there may 
be times when the market rent has to be estimated from available information about 
market values. 
 
The RICS Red Book provides definitions but there is clearly ambiguity about the terms 
market rent and market value: 

• Viability gaming relies on most people’s assumption that ‘market value’ means 
‘ what a site HAS sold for in the market’ rather than what it actually means, which is 
‘what a site SHOULD sell for in the market’ (Planning Officer’s Society).  Does 
SHOULD mean the amount that a valuer thinks a site WILL sell for in the market – or 
that a valuer’s estimate of market value is more accurate than the price actually 
achieved? 

• Some (most) of the difficulty with viability testing arises from the phrase ‘market 
value’ and the adjustments required under the RICS Guidance (HDH). 

 
The APPG could make a great contribution to the debate by clarifying the meanings of the 
terms ‘market value’ and ‘market rent’, the impact of hope value on each and the SHOULD / 
WILL issue above.  As Barratts say in the context of Land Value Taxation ‘it would require a 
completely new approach to land valuation as the RICS Red Book would no longer be fit for 
purpose’. 
 

4. Should we aim to capture one-off or ongoing increases in land value? 
 
The most obvious uplift in land value occurs in its market value, and this uplift provides a 
source to capture.  However there are many reasons to prefer the capture of ongoing 
market rents: 

• It is the long-term uplift in market rents that provides the basis for the value that can 
be captured.  The logical time to capture the uplift is throughout the whole time that 
the market rents are uplifted. 

• The capitalisation of market rents into a market value may underestimate the long-
term value of the uplift.  The yield used in these calculations tends to reflect current 
interest rates and may be unrealistically high, resulting in a low market value. 

• Developers currently face a long period of expenditure as they acquire sites, 
negotiate planning permission and make Section 106 and CIL contributions even 
before  incurring the costs of building.  Their financial position would be eased by 
approaches to land value capture that come in to place after the development has 
been completed – ideally as a cost to the new owner who purchases a home or 
business premises.  (Home Builders’ Federation).  Local authorities would lack the 
cash up front to fund their necessary provision of infrastructure, but they could issue 
bonds (as with Tax Increment Financing) to be repaid from the ongoing Land Value 
Capture payments. 
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• The financial position of developers at the start of a development is risky because 
the amount that they can pay for the land (calculated using the residual method) 
depends on both the sale price of the completed properties and the total 
construction costs, both of which are uncertain (Beaman).  Removing the 
uncertainties of one-off charges like Section 106 would make their position less risky 
and remove the residual method from the calculations. 

• One-off charges are triggered by a particular event;  their existence may prevent that 
event from taking place. 

• Long-term revenue is needed for maintenance costs of infrastructure, particularly 
green spaces (The Land Trust) 

• One-off contributions in kind are less transparent, benefit new occupants not local 
priorities and unduly influence local authority decisions (Robin Smale) 

• One-off charges invariably fail to include uplift in the value of land beyond the limits 
of the development itself (SES) 

 
5. For each method of Land Value Capture, how much total revenue is currently 

collected and what is the cost of collection? 
 
It is difficult to compare methods of LVC without a clear idea of how much uplift occurs, 
how much is currently collected and how much it costs to collect.  Some of the submissions 
contain estimates, often conflicting, of the revenue but there are no estimates of the cost of 
collections.   
 
MHCLG believe that planning obligations raised £3.7 billion in 2011-12, of which £2.3 billion 
was the provision of ‘affordable housing’.  This is less than 1% of Public Revenue compared 
with 1.8% - 14.1% In Hong Kong (SES). 
 
The APPG could make a valuable contribution by providing an authoritative estimate for 
each of the taxes, including the legal costs for all parties engaged with Section 106 in 
negotiations and appeals. 
 
 

6. Can the APPG set out several versions of LVT as the agreed basis for discussion? 
 
Henry George’s original (1879) remedy was a tax equal to 100% of the market rent of all 
land.  While this may be seen by some contributors as an ideal, it is far from anything 
advocated in these submissions.  These vary considerably in the detail of the long term 
transition to this ideal state that they propose, but these variations fall in to three or four 
broad versions.  These include: 
 

• Gradual introduction of LVT (Ian Hopton) 
• Gradual introduction of LVT integrated with income tax 
• Introduction of 100% tax but only on any increase in market rent occurring after 

the onset of transition.  Separate time course for replacement of NNDR (Julian Pratt 
2014) and Council Tax (starting with the Resolution Foundation proposals for the 
reform of Council Tax then following the same path as for NNDR).  New greenfield 
housing is liable for non-domestic taxation not council tax.   
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7. Which approach(es) to Land Value Capture should be pursued? 
 
There are four broad approaches to Land Value Capture – planning restrictions;  ownership 
for the common good;  one-off fees, taxes and obligations;  and ongoing fees and taxes. 
 
Planning restrictions.  The planning system captures benefits for the public that are not 
necessarily financial.  If land is designated for a low-value use, its market rent and market 
value will be less than when designated for a high-value use.  Locality and Peabody propose 
a review of the Town and Country Planning (Use Classes) Order 1987 to establish low-cost 
housing tenure linked to local wages as a use class;  McCarthy & Stone propose retirement 
housing as another.  Enhanced standards for insulation, space standards and build quality 
reduce land values while capturing this land value for the good of the population  (Hastoe). 
 
Ownership for the common good.  If land is owned by the state, a state-controlled body or 
a body serving the common good, wholly or in partnership, then uplift in land value 
occurring on this land will be captured for the common good and may be used either to 
provide public goods now or a revenue stream into the future.  Where land is currently 
owned privately any value uplift can be captured by purchase at existing use value, by 
means of a Public Interest Lease (Stephen Hill) or the use of a Compulsory Purchase Order if 
necessary. 
 
One-off fees, taxes and obligations.  These have been the preferred route in the UK with 
the unsuccessful betterment charges introduced earlier in the  20th century  and the  
planning obligations (Section 106) and levies (CIL) in force today.  
 
They have several advantages:  

• they are payable when there is money available from the profits of development 
• developers can understand the link between Section 106 payments to provide 

infrastructure without which the development would not receive planning consent.   
 
They  also have many disadvantages 

• They impose front-loaded costs on developers 
• Any uplift is limited to the development in question (i.e excludes benefits to 

surrounding communities) 
• Any uplift is limited to the intervention in question (i.e planning permission, large 

infrastructure provision) 
• Valuations have to be carried out before development occurs, create uncertainty in 

their use for residual valuations and lead to contested viability assessments. 
• They fail to provide an ongoing stream of revenue for the public good, for example 

for maintenance of green space.  Often even in-kind benefits of, for example, 
‘affordable’ housing, are not locked in for the indefinite future. 
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Ongoing fees and taxes.  Significant amounts of land value is captured through Business 
Rates when non-domestic land is developed, though the amount captured through Council 
Tax is zero for infrastructure provision and minimal for new housing provision. 
 
Reform of the Business Rates so that these are based on highest and best use would bring 
more land to development and would capture a greater proportion of the uplift in market 
rent.  With a replacement by Land Value Tax more than 50%, and probably closer to 80%, of 
the uplift in market rent of land would be captured on a perpetual basis.   
 
The 100,000 to 200,000 new dwellings built per year amount to well under 1% of the 
existing stock and about 20% of annual sales.  Capturing uplift in land value from existing 
properties would raise far more revenue. 
 
 
 
These approaches to Land Value Capture provide different answers to common problems 
and questions.  It may be helpful for the APPG to make these differences explicit in order to 
facilitate discussion, as for example in the table below:
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Approaches to Land Value Capture 
 

Problem Ownership for the common good One-off fees, taxes and 
obligations 

Ongoing fees and taxes 

How can landowners be 
incentivised to bring forward 
land for development? 
Developers’ submissions claim 
that landowners need a 
substantial increase in the market 
value of their land when planning 
permission is granted (e.g. Home 
Builders Federation) (Banks).  This 
is the basis of the NPPF viability 
test. 

1. Public bodies are encouraged 
by central government to 
maximise the financial gain from 
land they are not currently 
putting to best use rather than to 
develop it for the benefit of the 
local community.  If this policy 
were reversed, allowing the 
formation of local housing 
companies, there would be a 
greater amount of land to provide 
for the common good and to 
serve as a source of local revenue 
into the future (Shelter, Highbury, 
Leeds, Peabody). 
2. Where there is the possibility 
of a large development on a 
greenfield site, land could be 
brought forward through the use 
and even threat of CPOs. 
3. Small developments based on 
the Community Land Trust or 
similar models, with land 
acquisition from altruistic 
landowners or on open market. 
 

The only way to ensure that 
greenfield land is brought 
forward is to ensure that 
landowners are paid a high 
enough price for their land 
without planning permission to 
make it worth their while to sell 
now rather than wait till planning 
permission might be granted. 
Viability Assessments  for Section 
106 are central to negotiations 
about how much land value can 
be captured.  These negotiations 
are uncertain, confrontational, 
open to manipulation (Beaman), 
opaque to local communities and 
have high transaction costs.  
There are numerous exemptions 
(e.g. sites of 10 or fewer homes, 
homes delivered through 
permitted development rights) 
(Shelter) 
 

Most forms of property tax would 
provide an incentive to bring land 
forward for development 
provided that the valuation is 
based on highest and best use, 
though a Land Value Tax would 
be the most effective.  If a local 
authority were to grant planning 
permission for development on 
agricultural land its LVT would 
then be based on the market rent 
of residential land, which would 
provide a strong financial 
incentive to transfer the land to 
somebody who would develop it.  
There is no need for the owner’s 
consent – anybody including the 
local authority can apply.  
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Problem Ownership for the common good One-off fees, taxes and 
obligations 

Ongoing fees and taxes 

How can land be acquired at 
existing use values? 

Repeal of the 1961 Land 
Compensation Act and use, or 
threat, of CPOs 

1. Repeal of the 1961 Land 
Compensation Act and use, or 
threat, of CPOs 
2. Rural Exception Site model 
(Hastoe) that has a requirement 
for homes to be affordable in 
perpetuity. 

An ongoing property tax 
capturing close to 100% of the 
market rent of the land reduces 
land values to close to zero. 

Does LVC deter development? No Yes No, as payment made later in the 
development process and mainly 
by final occupier.  ‘Affordable’ 
housing pays lower fees than 
market housing. 

    
Who bears the risks of 
development? 

Risks borne by the public body Risks borne by the developer Risk to developer is small  

How to ensure adequate build-
out rates? 

Public body determines build-out 
rate and is not seeking to 
maximise profit. 

Developer wants to maximise sale 
prices, so the local plan needs to 
specify expected build-out rates.  
Where there is slow build-out, 
sanctions (Local Development 
Orders) need to be applied. 

If build-out is delayed the 
ongoing property tax at the 
highest and best use still has to 
be paid, providing an incentive to 
build out. 
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