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Introduction and Summary

The single, most urgently needed budgetary policy measure in Ireland is the introduction of
an annual Land Value Tax measure which should be imposed at a minimum rate of 1% of
the assessed market value on all urban and rural land. Should circumstances require, the
annual rate could be increased to 3% to yield in excess of €6 billion per annum.

Only such a fiscal measure can simultaneously;

i); Address the root causes of Ireland’s exceptional financial and economic crisis,

ii); Prevent a recurrence of housing credit boom-bust and, ..

iii); Fairly allocate the burden of adjustment.

Moreover only such a long-overdue remedy can..

iv); Enable Ireland to address the current cnsxs by effectively harnessing the factors of
production; land, labour, knowledge and capital.

The proposed measure is very similar to Denmark’'s 1% property tax which has been
applied for several decades without difficulty on all land, with few exceptions, There is no
technical obstacle to the speedy implementation of this tax measure as the required
competencies, capabilities and administrative capacity are readily available in Denmark. As
a fellow EU member Denmark could be contracted to implement or provide training. An
overhaul of Ireland’s dual partial land registration ‘system’ is in any case long overdue and
would facilitate more affordable and efficient conveyancing. It would help eliminate the
opacity of Ireland's land and property markets and this greater transparency would reduce
political cronyism, inefficiency.and the cost of land for public needs. The increasing use of
geographic information systems facilitates the necessary change. Land and buildings
unclaimed could be held by the state, rather than wrongfully appropriated by neighbours or
insiders.
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The proposal is for a modest rate of land value tax whlch would reduce the aggregate
value of Irish land to a more sustamab!e €250 billion' or less while raising annually the
entire €2.5 billion additional tax revenue deemed necessary by the Labour Party. In
Johannesburg an annual LVT of 4% is applied.

The author calls on the Green Party in government to remain true to the party’s founding
aim to introduce a land value tax, by implementing this measure.

This proposal is consistent with land value tax proposals submitted to the Department of
Finance, the ESRI and. othgrs in 1999 and 2000, and subsequently promoted in a number
of publications by the aéthor o

The purposes served: by this policy and benefits it will yield are several. They are
summarized in the foll‘owmg pages and can be more fully described if required. An
appendix provides detaus oﬁ}he property tax applied in Denmark.
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1) ADDRESSING THE ROOT CAUSE OF IRELANDS’ EXCEPTIONAL CRISIS....

Only a Land Value Tax can begin to address the root cause of Ireland’s exceptionally
severe economic and financial crisis. The fundamental problem has been the extraordinary
inflation of Irish urban and rural land values fuelled by a plethora of FF economic policies
implemented since mid-1997. It was these policies, including property tax reliefs, the
halving of CGT, the neglect of landlord registration, the failure to capture development land
planning gain and others which fostered an orgy of unsustainable speculative development,
mal-investment and excessive and reckless lending on property by Irish banks.

These FF economic policies, evident from the 1998 Budget onward, generated significant
employment in construction, fuelled land-price inflation benefiting property owners and
substantially increased the money supply through greatly increased bank lending/credit
creation. The significant, but ultimately unsustainable, benefits of these policies, in terms of
growth in GDP, construction, rents, property prices and consumer spending imposed huge
costs on many people. The further costs, including bank re-capitalization are now
increasingly evident and will be borne by all taxpayers, further subsidizing property owners.
Economist Constantin Gurdjieff estimates that the inflation adjusted total decline in Irish
wealth between 2007 and 2010.will be in the region of a staggering €470 billion.

Young first-time buyers were compelled to borrow large sums to purchase unaffordable and
often sub-standard, poorly-planned housing. Taxpayers had to meet the cost of grossly
inflated land prices for road, rail and other public infrastructure. Business competitiveness
was undermined by the inflated costs of leaseholds and premises. Tenants in the private
rented sector were compelled to pay exorbitant rents for ‘shared’ accommodation, often of
a poor standard and still, in 2009, unregistered, and un-inspected.

The full costs of these misguided policies are evident in the ongoing precipitous decline in
GDP, in construction activity, in consumer spending and in the collapse of Ireland’s banking
system and of exchequer revenues. Consumer and investor confidence has reached record
lows and public confidence in the governments’ capacity to manage this crisis is around
31% according to one recent poll.

Certainly the collapse of the US housing credit bubble and of US financial markets would
have impacted on Ireland. The scale of the impact of external events has however been
greatly magnified by misguided pro-cyclical FF economic policy measures since mid-1997.
A majority of Irish people attribute the severity of Ireland’s current crisis to ‘cronyism’. This
perception and the roots thereof, can only be addressed effectively by land value taxation.

2): PREVENT A RECURRENCE OF IRELAND’S HOUSING/CREDIT BUST....

The recurrence of cycles of boom and bust in asset markets, most especially in the housing
and property sectors, and the causative role of banks in the excessive credit creation and
imprudent credit allocation which fuels and exacerbates such economic and financial
instability, is widely documented. Henry George, Hyman Minsky, Fred Harrison and many
others have rigorously exposed the gaps and flaws in mainstream economic theories and
doctrines. The IMF has documented dozens of instances of housing/property credit booms
since 1970. But clearly the short-term interests of policy makers, property owners, private
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