2-4%% . PERTINENT FAOTS

%@Hmdwmm,ao
MUNICIPAL TAXATICON AND REVENUE IN ONTARIO - )

Presented to the Businesg Menls Association of Greater
Toronte on May 15, 1956 and subsedquently revised to give 1955
fligures in place of those of 1954, with some additional informate
lon,

... By Ernest J. Farmer.
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By far the greater part of currsent talk about municipal
Taxation and revenue in Ontario is unrealistic, If is founded
neilther upon attention to the essential facts nor uron consider-
ation of the inevitable &ffect of the changes most frequently
advocated., This is %rue, not only of the writings of irrespon-
-8ible vewspapermen, but of the utterances of public officialg -
men whose positlon imposes upon them a moral obligation %to be
factual and accurate in their stabtements.

To make the sltuation as clear ag poseible, in what
follows, important comparisons are made between conditions in
1926 and in 1955. The year 1926 is chosen because 5+t WS CONw
gidered by the Bureau of Statistics to be a normal year: 1t was
one of fthe years chosen as a base for calculationsg of price levels,
1955 ig the last year for which aecessary official figures are
avallable, It would be easy to choose years (such as 1939 and
1955) which would reveal eve more siriking differences.

Unless’ otherwige stated, facts cited are taken from the
Canada Year Book, the statistical reports of the Onterio Depart-
nent.of Munieipalities, the Public Accounts of Ontario and the -
reports of the Toronto Assessment Commissioner. It was 18CEGm
sary to estimate the dilvislon of realty assessment in three ime
portant municipalitles between land and bulilding assessment in
1955. Any error so introduced cannot be of conseguence, and 1ig

indeed a small fraction of the error which would arise from
accepting the official totals without examination.

Because of the great difference between the price level
of 1926 and that of 1955, comparisons are meaningless unless Tew
duced to a common denominator, ALL STATEMENTS AS TO ASSESSMENTS
AND TAXATION ARE MADE I TERMS OF 1955 DOLLARS, Sixty-seven per
cent (67%) 1z added to the official figures for 1926,

Pertinent Facts 1
MUNICIPAL TAXATION AND REVENUE IN ONTARTIO
With Useful Comparisons between 1926 and 1955
(A11 comparigons made in terms of 1955 dollars)

In 1926 welfare and education were almoet altogether the
respongibility of the municipalities, Federal and provincial con-
tributions were negligible, Municlpal taxes in Ontario amounted
to slightly over $170 millions, $58 per capita, About 4t per cent
of this total was derived from an income tax which was abollshed

in 1944,

Between 1926 and 1955 expendlitures on welfare.increased
to an extent which cannct be estimated with accuracy, The 1955
Pigures are not available, but in 1954 the Ffederal government
spent in Ontarioc on old age gsecurity and old age assistance pensions
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and family allowanceg an amount equal to more than seventy per
cent of all municipal taxation. The Ontario Departments of
Health and Welfare spent over $59 millions, 1ittle less than 20
per cent of all municipal taxes, Much of this expenditure was
spent for services which the municlpalities would not have
attempted, But it has undoubtedly saved the municipalities many
millionsg,

. The Ontaric Government has also made large direct con-
trivutions towards educational cogts and other municipal expen-
ditures. BSuch contributions began in 1937, with grants which
lessened municipal taxes by one mill, In 1955 provincial sube
sidies to municipalities were ecuivalent to 52,17 per cent of
all municirpel taxes.

Such expenditures by federal and provincial govern.
ments compelled hugh increases in taxation., In 1954 municipal
taxes in Ontario amounted to $63.20 per capita. Customs duties,
excise taxes and sales taxes (including the speclal 2% sales
tax allotted to the fund for old age security pensions) brought
the federal government close to $92 per capita. As Ontario
citizeng have incomes close to 20% higher than the national
average, and as these taxes (especially customs duties) take a
good deal more from the pockets of the citizens than they re—
turn to the government, it ig evident that Untaric citizens pay
about twice as much in such taxesg ag they do in municipal taxes.
Pew home~owners pay less than four times as much in such taxes
as in the direct tax on thelr homes; many pay more than five
times ag much,

.

Provineial %taxes have increased legs in vroportion
than federal, but more than municipral. The gas tax, s:wzosw*wﬁ
1926, in 1955 returned to the rrovinelal treasury more than $92

Il

millions, $12.2C per capita. This tax is by no means all paid
by pleagure drivers., It-is-pald by workmen driving to work, and
algo adds to bus fares and the cost of goods transported by truck.

Since 1926 munilcipal services have been greatly im—
proved and accordingly become nore exrensive. Espeeislly, nmuch
more i1g gpent upon schnonlg —- providing gwimnlng tanks in high
gehocls is hut a smell item, Ralging the minlmum ase for leav-
ing school from 14 4o 16 has added many thousards to the number
of scholare. However, gsince per copita production in Ontaric in-
creaged from 3773 in 1926 Lo 51112 in 1952 (later figures not
availavle, th figures azain in 1955 dollars) and increased
rapldly du . waee follcewing vears, the pecple are well
able to afford services costing up So 50% more per capita, (It
will bhe ghown ter what Luxury they enjoy which they cannot
afford,) On account of the expenditures by the senlor governments
mentioned, however, in particular on account of the provincial
subsidies, per caplts municipal taxes ilnecrcased between 1926 and
1955 by lesgs than one-sixteenth, from 563,66 to 367,05, Taxes on
The average ower-ncouplied home, however, have increased in Conw
im,

giderably greater onroportiocn, as will be shown,
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v ocleayr that any difficultiess the munici-
palities have 1in financing are net dus to niggardliness on .the part
of the senlor governments, The federal government must meet great
expenditures for defence! at present thege cannot be cut without
great danger, That government ig malking 1ittle pregress in reduc—
ing the war debt, which would normaelly be rapldly reduced in
peacetime, The cost of gervicing thig debt is greater than the
federal expenditures on health and welfare, The provincisl govern-
ment lg under extreme presure to increase highway exrenditures,

It 1s also in great need of meney %o treat its ~lvil service

It 1s perfectl
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fairly: while it is hending over scores of millilong annually to
local school boards it ig paying its own university-trained
techniciang (éeven after considerable salary increases in April
1955) from $1,000 to $1,500 less than school boards are paying
high echool teachers of equlvalent tralning and experiencg —-

and further substantial increases in high schoél tedchers! salaries
are ln early prospect. Nelther government can increase 1ts
revenues without increaging tazes which in proportion take much
nore from the average home-owner than do municipal taxes -~ unless
indsed 1%t imposes a land tax, as New Zealand and two of the
Australian Btates are doing, _

In many urhan centres, however, mogt of all in Metropolitan

Teronto, 1% 1s pogsible reterially to improve munlclipal services
withovt increasing taxes by eliminatlig wasgte. Cne great cause
of waste ig, land speculetion, For a gingle instance, thousands

of lots provided with sewers are unused, becauge speculators have
put up the price to an impeosgible figure, while at the sanme time
homebuilders provide geptlc tanké at a cost of from $500 to $1000
each, millions of dollars in'all, %o homes without sewerage, "In
most cages after a few years, 1in scme after only a year or two,
gewers have been or will be installed and the tanks become wvalueless,
Lots on streets with good pavements and sidewalks are unused while
people live on streets in guch condition as to cause lncalculable
damage to cars, and foctgear, Becauge of geattered development’
people drive many millions of miles needlesely, wearing out carsg,
wasting time and gasoline. :

Land speculation is the greates single cauge of unemployment,
Yhen land in the natural line of development is held idle on
gpeculation, labor may be sxmployed elgewhere to legs advantage, but
a good deal of 1t is not employed at all, The poorer workers are
thoge most 1likely to be unemployed, but even a decldedly Inferior
 workman will produce $3000 worth of geods or perform $3000 worth of
services in a yvear, A hundred thousand uvnemployed workmen, even of
much less than average efficiency, mean a loss of over $300 millions
a year. This means not only less wages for workers but legs rent
for landlords and legg profit for capitallsts, O0fflcial figures do
not begin to tell the story. Many thousandsg of aging Canadians,
not lig” -1 as unemployed, but capable of doing work of a value of
hundreds of milllong a year but living in straitened circumstances,
have given up the frultless struggle to cobhtaln employment and have
reconciled themgelves to 1dle misery.

Ancther wagte —— poseibly less in money bulb greater in human
lives -~ i causged by slums. Thé Reader's Digest for January 1956
telles of a survey 1in Atlanta, €az,, which revealed that 53 per cent
of the eity'ls revenue wag spent in slum areas which provided conly
6 per cent of the city's revenue, In other words, 47 per cent of
the city's tax revenue went to subsidize slum landlords. Scores of
gimilar surveys ghow ginilar 1f legs extreme conditions. Toronto
ig less afflicted with slums than most cities of comparable slze,
but undoubtedly the city hag gpent gcoreg of millions over the years
subgidizing eglum landlords, and other Ontario citles, even toewns,
have spent smaller sgums. Slume are inherently uneconomic; They
exigt only because go subgidized, The effective way of eliminating
glums is within the comprehenslon of a bright ten-year-old, The
real probvlem ls, how to overcome the opposition of the slum land-
lords. These perscns are ready to spend a great deal of time and
meney rather than relinquisgh a privilege weorth millions of dollars
a year.  They showed themselies expert in the use of the "Big Lie'
technic made famoug by Hitler, long before that person became known
in Canada,
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Municipal Taxes Analvzed,

Since 1944 Canadian municipalities have (except for llcences of
small important) taked only real estate. The so-called "bugsiness téaxh
is in fact a surtax on land and bulldings used for businesg purposes,
The tax on real estate is a composite of two taxes so radically differ—
ent that any important statement which is true of one is false if
apprlled to the other,

The value of land is in the main created by public expenditures,
above all by municipal services, Other public expenditures are &
factor; hilghways create land values not only in adjacent areag, bubt in
the urban centres they connect. An acre of land close to King and
Yonge, Toronto, 1g worth more than half a million acres of poorly
situated farm land, because 1t is cleose to the heart of a gystem of
communicaticns extending for hundreds of miles.” The federal govern-
ment cannot impreove & harbor of any conseguence, a rallway cannot build
a branch line, without presenting millions of dollars %o land holders.
According to Charleg Ingersoll, noted watch manufacturer, a few yvears
after the opening of the New York Subway, & commlission presided over by
Judge Samuel Seabury found that if the increased li:nd rents due to the
subway had been used for the public benefit instead of golng into
private pcckets there would have been enough to build and operate the
subway withcout charging fares, In most cases the erection of a new
school 2d%g to the value of the land within gagy reach more than the
cost of building the school. To some extent land values are created
by the activities of persons other than the landneolder; in gsome cases
opening & supermarket in a guburban area will add to the value of land
within eagy reach more than the cost of building and equipping the
mariet, Zoning regulationg increase the value of gome lots and reduce
that of others, The value of buildings, however, is created by the
owner's lehor and expenditures.

Taxec on land are gtrictly in proportion to the value of services
recelved. With bulldings, the reverss ig the cage, Other things
being equal, the worse the buildings in any area, the more expensive
the public gervices, For caplta ccste in slum areas are anywhere
from three to slx times asg great ag in fairly wholesome areas, Nothing
can be more illogical than the present widespread practice of taxing
bulldings 1z provsrtion to their value, _ _
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In ohewan, according to the Report of the Saskatchewan
Provinei icipel Jomrittee (1950) it has bréna common practice of
aggegsors wssess tuildlinzs according to volumes, wlthout regard to
auality, re is more logle in thig practice (illegal as it is) than
in the dlaw vegarding agzespments in either Ssgkatchewan or Ontario.

It would ¥ ore itable, however, to impeose a surtax on the decreplt

! b
bulldings whicn compel excessive expendltures,

Taxes on land 1imit specualtion and indirectly favor production
and lesgen enemployment, Taxes on buildings check production = not
only of bulldings but of many other things —- and are a direct cauvse of
unemployment, Taxes on land check glun development by Lesgening the
subgldy; taxes on bulldings faver glums by malking it more difficult
for people to buy or rent wholegome dwellingg, Thus malking them willing
toe pay rent for insanitary quarters,

The Bruce Report (1934) showed that in Yareas of poor housing"
(not definitely sluma, but in which at most 7% of the holses wWere
occupled by owners) the land asgegement was 131.8 per cent of the - -
building assessment; 1in "areas of Pogy housing” (in which a majority
of fthe houses were cccupled by owmers) the land agsesement wag B0 per

coent of the building assegsment, If a comparigon were made between

.

bulldings definitely in slum condition and owner-occupied houses the
difference would be much greater, Other ¢tudies have ghown that there
1s one excertlon: many houses in the luxury class, wvalued at over )
$50,000 are surrounded by such extensive grounds that if the locatlon
is at all central the land assessment exceeds the bullding assegsment,
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Trends in Dataric Asgessment Practices

Until about 1932 the general practice of Ontario assess—
ore was to assess land at a scmewhat higher ratioc to actual wvalue
than buildings. They favered home ownerg and disgfavored land
speculators and glum landlords te that extent. Bince then the
tendency hag been more and more Teo disfavor home owners and favor
land speculators and glum landlords. The following figures show
the tendency. f{As before, all amounts are in terms of 1955 dollars.)

ONTARIQ ASSESSMENTS

Land: 1926, $2,095 millions
Buildings: Hmbaw $2,051 auuewo
Increase, 95%

bc

mv @H quwHHHomm,bmmw@mmmmwﬂ,w&
ngs; wmmu 4,009 millions,

Leng: 7
Buildings: wmmfh 36

Am 1955, $344: decrease, 4
;7 1955, moo. increase 16

"JL‘“‘ m

%
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CNTARIC TAXES:

a ’ .

Lands 1926, $80,339;,000; 1955, $85,173,000; inc. 9.5%
Bulldings: 1926, $71,46L,000; 1955, 4158, 790,000; inc. 167%

ﬁmi capital

Land: wwm $27.32: 1955, $17.007 decrease 48%
Buildings: o #2227 1955, $39.55; increase 57%

TORONTO bmmﬁmmﬁmﬁ@m“

Land: 1926, $678,193,000; 1955, ﬁwﬂm mxy 000; dec. 34.3%
Bulldingsa: 1926, #625,477,000; 1955, $815,1L7,000; ine. 167%

Per capifal
Land: w@wm @hwosuu 1
Bulldings: mm“ $1,083; 19

\.J\O

55, $558: decrease, 49,47
m.m unum_rmOu uu.:muda_nvﬂfwﬂw @ :.ww

TOCRONTO TAX ‘ .
Lang: 1926 mwﬂntmwaooow 1955, $17,974,000; increase, 3.3%

Buildinge: 192¢, $17,775,000; 1955, $38,599,000; increase, 117.3%

Per caplta . e
Land: 1926, $31.75; 1955, $26.35; decrease, w 7
Buildings: 1926, $32.38; 1953, $56.58; inorease, 74.7%
HAMILT Ol ASSESSMENT
Lend: 1926, $72,230,000; 1955, $0h,950,000; "increase, 11.7%
Buildings® 1926, $133,290,000; meb, @mnwwuo@ 000: increase 96%

43.8%

Land:
2A8E, 3. 1%

Puildings: H@m , 51,
HAMILTON TAXES:

/D\l

‘

Land: 1926, $3,000,000; 1955, W_hh:o 000; increase, 39%
Bulldings: 1924, %4,930,000; 1955, $12, ww(so, increage, 150%

Per caplta: ‘
Lands 1928, ﬁmz.ﬂmw 1955, $18.66; decroase 28,6%
Bulldings: 1926, $40.28; 1955, $55. mm inorease, 37%
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Builéddng assegsment and tax has not been included; to
do so would require too many assumptions (except in Toronto) and
wolld make 1ittle difference in the proporticns,

These figures tell a good deal less than the whole
story. It has been stated that land wvaluesg increase in proport-
lon Tto increage in population; the incrsase is more nearly in
proportion to total production., Indeed, as population increases
land values increase in ever increaging proportion to production.
Improved munlecipal serviceg increage land values even apart from
increase in production. In Ontario between 1926 and 1955 there
was not only an increage in totsl poopulation of slightly over
60%, but an increase in total production (measured in constant
dollars) of over 140%, Land values have certainly increased more
than 140%: few peocplé who have noted the enormous increases in
land rents and prices, in gome cases in Metropolitan Toronto of
ity times and more, will doubt that the total value ¢f land in
Ontario is three times what it was in 1926, Yet assesements are
actually lower, and taxes have increaged less than 10%, UNDOUBT=
EDLY, PRESENT LAWD TAXES IN ONTARTO ARE NOT EVEN HALF AS HIGH, IN . . /
PROPORTION TO ACTUAL VALUL AS THEY WERE IN T933. Meanwhile, all '“1 4 &
kinds of inequitable and oppressive taxes, Téderal, provincial
and local, have 1lncreased inordinately,

UmEQSMﬂﬂdeoﬁ in Australis and New Zealand

More than 60 per cent of the municipalities in New Zeaw
land, and about Y0 per cent of those 1n Australia, have done away
with taxes on bulldings and improvements altogether, except that
in Wew South Wales there is still a small rate (which ig very un-
popular) for water and sewsrage. The effectes have been made clear
by extensive studies by the Land Research Group in Melbourne and
other economists. Before this practice had effected more than a
few municipalities, most persons, both those who advocated and
those who op:oged 1%, thought that the increased rate on land
would lower the selling price. However, relieving buildings from
taxatlion led to so much more buildl g activity, as well asg inm
ereased production in other lines, that land prices actually rose
mere rapidly in the municipalities which adopted "unimproved
value rating®, ag it ig called in those countries, than in those
countries, than in thege retaining taXesg on buildings. Total
employment, average lncome from labor, number of property-owners
and income from land and property, all increased more rapldly
where bulldings were untaxed, Land values increagsed go rapidly
that speculation was reduced to only a partial extent - it would
tale much higher taxes on land to put an énd to it « bub specu-
lators held 1dle land for shorter periods, so that they did less
damage, Total municipal taxes were reduced withoubt imparing sere
vices., Slums were completely abolished in some cifties and re-
duced to about ten per cent of what they had been in the rest,

{In Bydney there has been some recrudegcence of glums in the last
few yvears, due to prent controls.) I. is probable that except per-
haps in Tasmanlia another 20 or 30 years will see the last of tax-
ation of bulldings in these countries, as municipallties are fall-
Ing in line at an increasing rate,

Ontario gtatutes do not at present permit municipal-
lties to take such effective gteps. They do however not only per-
mit but reguire them to assess land at actual wvalue., At present
land to the wvalue of milliong of dollars i1s assessed at less than
ten per cent of actual value and the average is less than twenty
rer cent., THE FIWANCTAL DIFFICULTIES OF THE MUNICIPALITIES ARE
NOT TO THE SLIGHTEST DEGREE DUE 70 HIGGARDLINESS OF FEDERAL AND
PROVINCIAL GOVERNMENTS. THEY ARE DUE ENTIRELY TO GROSS WEGLIGEWCE
AXD FLAGRANT DISREGARD OF ONTARIO LAWS ON THE PART OF MUNICIPAL (Ol
NCILS, WHICH DO HOT COLLECT REVEUUES TO WHICH THEY ARE LEGALLY ARD



Pertinent Facts - 7 -

MCRALLY ENTITLED,

As an immedlate gtep, the municipalities could well
make a beginning by doubling all present land assessments., Even
tripling the latter would fall far short of full compliance with
the statute, But it would permit any Justifiable increase in
revenue with such a lowering of the mill rate as would prevent
any increage in taxes on home~owners, As already shown, such a
move would have considerable effect in checking the constant in-
ereace 1n the need for more municipal revenue, To place munis
clpal finances on a really sound foundation, a genuine valuate
lon of the land of the province is necessary. This has never
been attempted in Cntario, but is not nearly so greal or expen
glve a ftask as the reassessment of bulldings which has been
gffected 1n Hetropolitan Toronto.




