
The supply of land is fixed: the Earth is not getting larger, and land acquisition is not usually a goal of today’s national or local governments.  As population and development pressures increase it becomes even more important to allocate the use of available land in ways that not only benefit humans in accordance with local value systems but encourage healthy ecosystems for the support of all life.

All communities must make land allocation choices out of a seemingly infinite spectrum of land uses.  Land is the ultimate source of the natural resources that sustain us - it can be used for timber harvest, for mineral extraction or food production.  Ecosystem services like the purification of air and water occur on land.  Land provides habitat for wildlife, and homes for human beings.  Housing manifests in a range from single family cottages to high-rise apartment buildings, from tumbledown shacks to multi-million dollar mansions.  Housing might be a base for a cottage industry, a bed and breakfast rental or a seldom-used vacation home.  Similarly, business always occurs somewhere - whether it takes the form of a storefront, a factory, or even a local farmer’s market.  Localities also allocate land to provide a multitude of community facilities, including libraries, schools, community centers, city halls, health care centers, elder care centers, child care centers, cemeteries and parks.  Land defines local culture and a sense of community identity, which is enhanced by certain land use choices.  People come together on town green to hear the town band play on Thursday evenings, they plan their lives around the Tunbridge Fair at the fairgrounds, and they develop a sense of reverence for place at historical landmarks and museums.  Less-inspiring land uses provide infrastructure - roads, power lines, parking lots, sewer systems, water treatment plants and garbage dumps all need land.  Finally, land uses determine an aesthetic character of a place - well-tended family farms, wild open spaces and abandoned industrial wastelands promote very different emotional experiences in their observers.  

So how does a community ever go about making such complex land use decisions?  The natural terrain and existing land uses usually narrow the field considerably.  Property ownership regimes also limit or expand the influence a community can have on the use of land.  Governments can directly control the use of publicly owned land, but has more limited authority over land owned privately by individuals or by groups.  Typically local land use is guided through the regulatory process of zoning, which specifies the allowable uses for any given parcel of land, and can also be extended to create local standards for buildings and property maintenance.  But non-regulatory mechanisms that steer land use decisions exist, and are of particular importance in places that resist zoning - like many towns in Vermont.  
Tax schemes are a particularly interesting option for governments to consider as a non-regulatory method of influencing private land use decisions.  According green tax theory, governments should tax“bads,”  not “goods.”  A traditional tax system penalizes any use of land, and could be improved.  Some land uses are valued more highly than others in a community, and a tax scheme can be engineered to guide allocation of land accordingly.  
In Vermont, property taxes make land ownership for middle- to low-income residents difficult.  While this is a distributional issue, it also impacts the use of land.  For example, if only wealthy people can own land, the uses might be different - perhaps there are more vacation homes that are left vacant for most of the year, and a greater incidence of gentrification.  Land uses will also be different if lower-income residents are forced to use a higher proportion of their income on property taxes.  Properties will not be maintained and will become dilapidated, perhaps causing health and safety issues.  Landowners may find themselves pressured into more exploitative use of their available resources - perhaps by intensifying production and putting more acreage into use, or by logging their woodlands, both of which can cause decline in soil fertility, and water quality and increased erosion.  Intensity of rural residential development may also increase, as landowners find they need to sell off 5 acres here or there in order to keep their land.  High property taxes also make owning land in downtowns and village centers more prohibitive, and will encourage people to purchase and develop rural property, thereby increasing the effects of sprawl.  
Shifting property tax to a land value tax can encourage compact development and improvements on valuable land.
  This scheme taxes the value of the land itself, not the improvements which are built upon it.  It encourages landowners to make the most productive use of the land and to maintain their properties to a higher standard because they are not penalized with a tax on those improvements, and can therefore see a greater return on their investments. 
 Communities benefit from this scheme because the compact development tends to make communities more vibrant and cohesive, since there is no incentive for valuable land to sit idle.  Because development is more concentrated it promotes economic vitality in the areas where it is used because more people are drawn to the area where the development is.  Infrastructure can be used more efficiently because development does not sprawl out to where property values are lower. 
Many towns in Pennsylvania have implemented a land value tax.  In 1982, Harrisburg, PA had 4200 vacant buildings.  A land value tax was put in place as part of an economic development initiative, and by 1997, there were only 500 vacant buildings.
  The shift also enocuraged the vertical development that Harrisburg desired, and effectively discouraged sprawl and inefficient use of land and infrastructure.  Harrisburg was once the second most distressed in the United States, and by 1997 $1.2 billion in new investment had occurred there.
  According to one researcher, “The two-rate system has been and continues to be one of the key local policies that has been factored into this initial economic success here.”
Land value taxes are not an appropriate solution for every community however.  They should be used only if there are strong zoning district boundaries and height regulations for buildings, and if vital community green space is protected from development.  The land value tax is appropriate to apply to downtown lands, as opposed to rural lands, since it is not desireable to promote intensive development everywhere.  
A tax that can encourage appropriate use of land in rural areas is a tax based on “use value appraisal.”  Vermont has had such a scheme in place for agricultural and forest land since 1977.  Its purpose as outlined in 32 V.S.A. §3751 is:

· to encourage and assist the maintenance of Vermont's productive agricultural and forest land; 
· to encourage and assist in their conservation and preservation for future productive use and for the protection of natural ecological systems; 
· to prevent the accelerated conversion of these lands to more intensive use by the pressure of property taxation at values incompatible with the productive capacity of the land; to achieve more equitable taxation for undeveloped lands; 
· to encourage and assist in the preservation and enhancement of Vermont's scenic natural resources; 
· and to enable the citizens of Vermont to plan its orderly growth in the face of increasing development pressures in the interests of the public health, safety and welfare.


Owners of tracts of 25 acres or more can apply for their property taxes to be assessed according to its value as it is used.  To qualify, property must meet the statutory definition for agricultural land - meaning “in active use to grow hay or cultivated crops, pasture livestock or to cultivate trees bearing edible fruit or produce an annual maple product”
 - or for managed forest land “under active long-term forest management for the purpose of growing and harvesting repeated forest crops in accordance with minimum acceptable standards for forest management.”

The use-value assessment program also includes a penalty for developing previously enrolled land.  This Land Use Change tax of 20% of market value is used to help reimburse municipalities for their loss in revenue caused by the use value assessment.  


The use-value tax works to shape the allocation of land by reinforcing Vermonters’ value of traditional uses of rural land above others.  It also promotes fair distribution of land - it was started in response to legislative recognition that “people who lived off the income of farm and forest land were taxed beyond their ability to pay.”
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