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inflation of the currency raises prices artificially, and
the abnormal increase of currency by the issue of con- :.
vertible legal tender notes'. Another definition strict- :
ly denotes '"an excessive supply of money relative to the
supply of goods and services''.

Perhaps the most pertinent comment on inflation was
made by Henry Hazlett, in his book "Economics in One
Lesson" (Inflation) ""discourages all produce and thrift.
It encourages squandering and gambling., reckless waste [
of all kinds. It often makes it more profitable to spec- '
ulate than to produce. It tears apart the whole fabric
of stable economic relationships. Its unexcusable in-
justices drive men toward desperate remedies. It plants
the seeds of fascism and communism. It leads men'to
demand totalitarian contrels. It ends invariably in
bitter disillusion and collapse''.

All authorities recognize the seriousness of the pre-
sent problem of inflation. From time to time political
leaders make pious statements on the situation of price
levels and the desirability of maintaining a stable cur-
rency but any efforts in this direction are largely in-
effective. .

 The introduction to ""perspective 1968'. published by * "

the United States Federal Reserve Bank of New York,
said, and I quote, "As always, one goal of menetary !
and fiscal policy in 1968 was non-inflationary growth.
It has not been achieved. The surge of prices endang - :
ered the econemy and the standing of the dollar in the '
world." Later, in their 1968 annual report the Federal
Reserve Bank of New York stated, ""The economy moved
through a record eighth year of expansion in 19 68. How-
ever, prices and wages rose rapidly as the growth of

aggregate demand remained excessive throughout the

year and unemployment fell to its lowest level in fifteen

inflation 3

years.... The inflationary pressures in the economy

also spilled over into the Balance. of Payments. Exces-
sive domestic demand was in a large measure respon-
sible for the drastic decline in the United States export

surplus .

Our own Bank of Canada in its 1968 report, stated,
"The stubborness of the inflation problem in the face
of levels of unemployment which has ranged between
4 1/2% and 5 1/2% during the past year, is very disap-
pointing. It seems clear that the attitudes of all groups
in the community to price and incorme irc reases, with
their influence, are affected not only by the levels of
unemployment and idle plant capacity but also by the
expectations about further price trends and the degree
of buoyancy in business conditions and employment
opportunities.

In effect, buy and build now, even if its expensive.
Tomorrow it will be more expensive. This is what is
currently being called "Inflation Philosophy.""

Thesé eﬁctracts paint a gloomy picture _6f the perfor-
mance of the North Amerigan economy in 1968. And the

prospect for 1969 doesn't seem any brighter.

-Peopl-:e-throughout the world - i'n'_fl-_aﬁéﬁ 1s '_a‘_p'r'o‘b:lem . i

- certainly not eonfined to North America - want to know

why inflation is getting out of hand. Why do price lev-
els continually rise? Why are the thrifty penalised by
the progressive erosion of the purchasing power of
their savings? They ask further. when are their elect-
ed leaders going to do something about the problem?

Before exploring some of the reasons as to the cause
of inflation I should guote briefly from the end of the
book " The General Theory' by the emminent economist
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J.M. Keynes. "Practical men,' he says, "who believe
themselves to be quite exempt from any intellectual in-
fluences are usually the slaves to a defunct économist, t
The irony of the situation is that, more than ever, the
defunct economist to whom our practical men of govern-
ment and finance are enslaved is none other than John
Maynard Keynes.

As is widely known, the quantity of money in circula.

tion in a country doesn’t matter according to Keynes,
What does matter is to "prime the pump' and get the
economy meving when business is in a state of depres-
sion. What he probably didn't envisage was the pump
running out of contrel and flooding the basement!

We can quote from Keynes further. "It has long
been recognized by the business world and by econom-
ists alike, that a period of rising prices acts as a stim-
ulant to enterprise and is beneficial to business men."
He goes on to say, '""When the value of money falls, it is
evident that those persons who have engaged to pay fixed
sums of money yearly out of the profits of active busi-
ness mﬁ's-ﬁjbenef_it', since their fixed money outgoings .

- will be a smaller proportion:than formerly to their
meoney turnover.! ‘Keynes al :0=h__é,'5':30i'nething‘t_o- say .

about‘_'inﬂation as a. method of taxation. "A governinent, ®

he says, Ycan live by this méans when it can live by no
“other. Ttis the form of taxation which the public find
hardest to evade and even the weakest government can
enforce, when it can enforce nothing else."”

_ So certain business enterprises can profit from in-

flation. And so can weak governments. Is it just coin-
cidence that inflationary pressures started to build up
during the minority goverﬂm:ent in Ganada?

After this brief introduction to our subject I would like

.
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to consider causes. Effects are numerous, but causes
are perhaps harder to find. We already know that the
definition of inflation involves an excessive supply of
paper money relative to the supply of goods and servic-
es available. Do we in fact have too much paper money
in circulation? If so, Why?

To pay its bills, the central government can gener-
ally resort to two methods in raising funds. EKEither
taxation or borrowing. We all have the experience of
the first of these two methods. Every April 30th we
are compelled by pain of penalty to mail a certain Tl
form to a computer in Ottawa. However the Depart-
ment of National Revenue may try to sweeten a bitter
pill with animated cartoons and talk of sharing our
wealth, the payment of income tax is a2 harrowing ex-
perience, and it has been throughout the ages. As the
government cannot raise enough revenue through taxa-
tion without provoking a revolution it has to resort to
borrowing. It sells variously named Bonds and Treas-
ury Bills te the public at rates of interest generally -
lower than available in the market. Low because of
the widely held belief that lending to government is a
Experience from the past shows
Now,

low risk investment.
this belief to be questionable to say the least.
suppose our government is still in the "red”, which
it invariably is, of course. What then? Why just is-
sue another Bond and deposit it with the Central Bank
and order it to print x Dollars of brand new, crisp,
green currency units. Incidentally, they really look
valuable, don't they! '

Hopefully, it can redeem some of this credit money
in the form of increased taxation before it effects pri-
ces too much. The following extract from the United
Committee for the Taxation of Land Values magazine
"1,and and Liberty' aptly describe this situation. The
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references are to Britain, they could be applicable to
Canada:
"In short, the government pours out paper mon-
ey by-the ton, spends it into circulation itself,
and then proceedsto warn us not to spend it our -
selves when it comes our way through the multi-
plicity of exchanges. It does more than warn.
It orders banks to cut loans and Wre purchase
companies to restrict credit; maintains a high
rate of interest to make money dearer to bor-
row, pegs wages, restricts capital and ties in-
dustry in knots in order to save itself from the
consequences of its own folly, With all this new
money and credit flooding the country, the govern-
ment seems surprised that inflation has occcur- '
red and that other countries value our pound less,
thus aggravating the pressure on the pound."”

Let us be warned by others experience in combat-
ing the problem of inflation,

Should there be some control on the quantity of mon-
ey in circulation and can we fully trust the government
“to police itself in this regard? Some economists, not-

ably Prof. Milten Friedman of the University of Chica-

go, have maintained over the years that the supply of
money should be regulated by the annual growth in the
GNP. Some economists oppose this theory and say it
would unduly restrict business in capital investment
programs but the idea is gaining increasing attention
and acceptance.

Two factors are widely quoted as factors contribut-
ing to inflation. 1. Cest Push, and 2. Demand Pull.
Briefly, Cost Push is said to be caused by increasing
wages without a corresponding increase in the supply
of goods on which to spend wages. Demand Pull, is

Inflation ‘ i

simply too much money being exchanged against too
few goods. Scarce skilled labour is included in this
category,with prospective employers bidding up the
price of wages of the skilled labour,

It has been said that employers do not actively re-
sent wage increases because they will invariably pass
these on in the form of increased prices, plus some-
thing for themselves.

To sum up the possible causes:

1. Continuing government deficit financing, and tco
much demand on the economy by excessive govern-
ment spending.

2. Cost push - too great an expansion of wages with-
out corresponding increase in productivity.

3. Demand pull - too much money chasing toe few
goods. coupled with inordinate increase in the

nations money supply.

Before leaving inflationary causes I should mention
two other factors; if not causes in themselves they are
contributory to the inflationary fires. They would be:
L. The persistence of the widely held belief by the gen-
eral public, that money has an inherent value in itself,
rather than being a measure of value. How many peop-
le pride themselves en the increase of their dollar in-
come overthe last five years or so, Are they really
beiter off? Only marginally at best, I think. The sec-
ond factor waould be the rapid expansion of credit buying
over the past years. We are continually invited to get
that "red convertible’ loan. What happens ? We know
from our studies at the Schoaol of Economic Science
that there are two kinds of money. Commodity money,
related to value frem production; and Credit money.
related to value from obligation. DBy buying that red
convertible we have used credit money that has to be
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validated over the period of the repayment contract.
Banks create credit and new money by lending out funds
greatly in excess of their assets. Here is an example
of Demand Pull inflation at work.,

Now we come to the proposed cures., Several of
these have been, and are being, used throughout the
world with questionable success., They would come
under three general headings:

1. Monetary measures.

2. Budgetary measures.

3. Contrels. _
Under monetary measures, you would include. a) the :
bank rate, b) contrel over lending, ¢} deposits made
by chartered banks with the central bank, and d} open
market operations.

The Bank Rate is the rate of interest at which the
central bank will make loans to the chartered banks.
It is the general guideline for interest rates in the
country. Its increase can make the cost of loans un-
attractive to businessmen and manufacturers consider-
ing expansion of productive capacity. plant. etc.

Control over Lending can be influenced and banks
can be requested to restrict loans to essential purpos-
es only. Restrictions can be placed on the expansion
of credit and the ''red convertible’ may require a min-
imum down payment of $1, 000 rather than $100 and
the repayment period cut from 36 months to 18.

Deposits with the Central Bank. The chartered
banks may be required to place a larger percentage of
their assets with the central bank, thus reducing their
liquidity positien,

Open Market Operations. The central bank could

Inflation g

iThe per sori-who knowshew will always find a work=-placeé

cancel or call bond issues, thereby reducing the money
supply.

Under Budgetary Measures, the government can incre-
ase direct or indirect taxes and reduce the purchasing
power of the individual. This results in so called en-
foreed saving, provided the government doesn’t turn
arourid and spend the tax money back into the economy.
Supposedly. the government every year es-t_:;__imatés the

_value of the GNP and the anticipated aggregate demand

or purchasing power of the country. If it feels that the
demand is excessive the additional purchasing power is
siphoned off in increased taxes.

Under Gontrols. Such extreme methods as price
fixing, rationing, limitation of dividends and profits,
and freezing of wages can be employed. In time of
war such methods might be acceptable, but they are
repugnant in a capitalistic econemy and would be evad-
ed. Similar methods have manifestly failed in Britain
in recent years, '

Summary and Conclusiens. o

The inference is plain. There is no single way to
keep inflatien under control. The success of any poli-
cy must result in maximum employment and stability
of purchasing power. Whether inflation can be reduced
without accompanying unemployment is debatable.

One reform that I have left to the last and is consis-
tantly ignored by government, is, of course, the coll-
ect ion of economic rent for the community. Until that
essential reform is carried out all others will only be
partially effective,{+]}

the one who knows swhy will invariably be his boss. {4}
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FOOD FOR SERIOUS THOUGHT
10. Since 1960, per-capita food production has stead-
ily decreased in Africa, the Near East, ‘the Far East,
and Latin America.
9. In 35 years food producticn in the developing coun-
tries will have to be increased by 150% merely to
maintain present levels.
8. 1If the U.S. were to -donate its entire 1965 food sur-
;1113 to the world's hungry. it would niean only two tea-
cups of foed every 17 days per person.
7. The world needs a 50% increase in grain in the next
15 years merely to hold the status gud.
g, Every year 1 billion pecple in the industrialized na-
tions increase their population 1% and food 2%. While
2 billion people in the developing countries increase
their population 2.5% and their food less than 1%.
5. If one couple were alive at the time of Christ, and
their number had increased at an annual rate of 2%,
the present population would be about 143 million bil-
lion {143,000,000,000,000, 000} - 1,025 people for
every square foot of the earth's surface. Today's an-
nual rate of population increase is 2%
- 4. Merely to feed the extra population of the nmext 33
years at present levels, the less developed countries
will require as much additional feod as is currently
being produced by all the farmers of the world.
3. The 1965-66 per -capita food preduction in less deve-
loped countries was below the pre-war ratio, World
food production that year was no greater.than the previ-
ous year, butthere were 70 million more people te feed.
2. Not long ago it was said there were 15 to 20 vears
left to solve the world food problem,, we have in fact
riiuch less time due to an underestimation of the incre-
ase in demand arnd an overestimation of the rate of the

increase in population,
1. Large-scale famines are forgseen before 1980,
- Bupervisors News Bulletin, March'68

SITE TAXATION

From a brief prepared by
F.G. Arscott, Treasurer,
City of Calgary, and
presented to the

Municipal Finance Officers
Association of the United
States and Canada,

63rd Annual Conference.
May 25-27, 1969

Toronte, Ontario,

To be quite frank I had no idea at the time I was re-
gquested to submit a paper on this subject that there
was and still is se much controversy over site taxation.
1 am somewhat alarmed that because of my submission
I might be mistaken for an expert. 1 can assure you
nothing could be farther from the truth.

What I don't knew about site tax would fill nearly all
the tracts, pamphlets and books on the subject. I do,
however, have a few observations to make culled from
our past experience with site taxation. i, of course,
can only speak on the situation as it would or does aff-

ect my own community.

Property Tax Sys’c__ems - _De,fined

Single Tax is a system of taxation in which all revenue
is derived from a single object {Webster).

Site Tax is a system of property taxation in which all
revenue is derived from land. Under slﬁ;e taxation.
taxes on buildings are dropped.

Ad Valorem Tax {to value) in property tax land and
buildings are taxed at 100% of their assessed value.
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Calgary is only one of over 4,000 local governments
in Canada having the power to tax. Ninety per cent of
Canada's population is represented by these local gov-
ernments, thus it is hardly surprising that property
tax is a popular topic. That some of our elected offi-
cials in their desperate search for amelioration and
relief of taxation should look at Site Taxation is also
hardly surprising.

What is the magnet that draws, the magic that spells
people in Site Taxation? Site Taxers claim;-

1. Taxing buildings limits investment in them,

and therefore the development of them.

2. Taxing buildings discourages replacement of

cld and worn out buf revenue producing buildings ‘

which in their present state are lightly taxed

though income producing.

3. Legislation incurs tax pelicies which subsi-

dize slums by under -assessing both land and

buildings because of their conditien.

4. Where re-development through slum clear-

light taxes. can hold these lands while exacting’

a market price based on future use. The same

~argument is used in regard to land developers.

Indeed, many more arguments put forth by site
taxers are based en the abeve with variations te suit
local arguments and conditions. It should be ebvious
to all, however, that Site Taxation is no panacea.: No
system of taxatien will reduce the monies needed for
the operation of that municipality. Taxation by any
name is still taxation, and from the latin word ''taxare’
we derive the word tax, and in latin taxare means ''to
touch, sharply."

Qur brief history of taxation in-Western Canada

Site Taxation‘ 13

followed the patterns of taxation in North America. In
early colonial times, the only taxes or levies were
Custom Duties, As the settlements grew, so did the
inventiveness of Local Government Administraters,

All forms of property became taxable. Land, buildings.
livestock and crops, Jewellery, furniture and personal
property. papér--wea)lth such as stocks, bends. mort-
gages, bank notes. etc. In other words, all property
which included people under the poll tax or head tax.

With Confederatien, the Provincial and the Federal
Governments were each allotted various revenue sour-
ces under the British North America Act, and te the
provinces went both Income and Property Tax.

The pro?inges passed on the property tax to their
burgeening municipalities as the need arocse.

In the late 19th and early 20th centuries, land set-
tlement and development was. to say the least, hectic
in Western, Canada. Many new and struggling towns
and cities. ingluding Edmonton and Calgary, embraced
Henry George and his single tax under the then current
belief that taxatien of land weuld provide a tax base
wide enough te meet lecal government needs and also
in the belief that it would provide anti-speculation
pressures of its own, thus a total exemption of build-
ings followed. Its inception and application coincided
with the great Western Canadian land beom and the
confusion and chaos following in its wake was justly or
unjustly laid at the door ef the Site Tax,

Its failure in the cities was a subject of study by
Professor Robert Murray Haig of Columbia University,
New York, who was at that time working for the Sask-
atchewan Government in the re-adjustment of the finan-
cial systems of its municipalities,
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He noted that municipalities lost their cellective
heads. Ant_iéipating the centinuation of their explosgive
growth, municipalities extended their boundaries, con-
structed water systems, built schoels and laid pave-
ments and sidewalks radiating out in all directions into
the surrounding prairie beyond their current develop-
ment. The boom collapsed in 1913, The anticipated
settlers who weould pay fer the cver extended develop-
ments did not materialize. In 1914 thousands upon
thousands of the young settlers flocked to the colors te
defend the Mother country and many never returned,

Inflated land prices used as a basis of assessment
collapsed, and with shrinking revenues. the over burd.-
ened municipalities, including Calgary. reverted to
taxing improvements to stave off bankruptey,

Studies by H. Bronsoun Cowan in 1939 on the effects
of single tax in Western Canada concluded with: -
.1, That had it been introduced prior to the com-
mencement of the land boem, rather than when
conditiens were, to say the least, abnermal, it
would have had a definite and important restrain- -
ing effect upen the land speculation which was to
have such disastreus and long lasting effects.
2. That the municipalities nonetheless derived
meore benefits than they would have by a taxation
system leaning heavily on building assessment,
3. Properties with buildings would have had teo
bear far more burden than they did in supplying
tax dellars te promeote speculatively inspired
developments; if these buildings had been taxable.

These pro-site tax statements reveal at the same
time the inherent weakness in Site Taxation. It worked
very well in- Western Canada as long as there were
inflated land prices and speculation. The two factors

Site Taxation 15

it was supposed to inhibit. It failed completely as a
tax base when land values became normal.

The Site Tax experiment in Western Canada has not
been forgotten, ih fact, to this day the municipalities
of Alberta exempt 40% of the assessment value of
buildings from taxation, and in the present recassess-
ment currently under way this exemption of building
assessments from taxation will be increased te 55%.

THUS ALBERTA TODAY HAS A PARTIAL SITE TAX.

This modified site tax has not prevented slums, it
has not fostered continued development of the central
core, and it has not made for more satisfied or happy
taxpayers. In fact, the same situation occurs in Cal-
gary that cccurs in London, England, which is under
the rates or rental value system, and which prompted
Sir Winston Churchill to observe in an address to the
London County Council. A taxpayer is a person who
demands better roads, bigger and more parks. finer
harbours, free university education, faster more effi-
cient public transportatien and lower taxes."

Site Taxation will not loewer taxes. It will narrow
the tax base and.it will shift the burden of those taxes.

Buildings constitute a capital investment in laber
and materials frem which the owners anticipate repay-
ment. In the case of a private dwelling, the return on
the owners investment may be in the form of rents .’p_e
would otherwise have to pay. f

The value the owner places on prestige, and his
ability to pay for such results in the quality, size.
style, etc., of the dwelling. Likewise with our com-
mercial, industrial and apartment buildings, the
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varying amounts of labor and capital invested in them
determine their assessments, These are traditional
and to a degree recognize the owner's ability to pay.

Likewise our land assessments are based on tradi-
tional factors of zoning. use, services available and
distance from the ceéntral or other focus points.

Qur present system cof assessing derives a large
measure of its equity from these building differences,
but when site tax is applied. they are cancelled. Egquity
based on the building assessment disappears.

There would be no difficulty in applying site tax
since our present land assessment is relatively puré
in that land and its use only is assessed to it. The
difficulty would arise later in trying to justify it to the
small merchant who would complain bitterly about being
on the same rate as the multi-storey department store
competing with him down the block. He would naturally
and justifiably feel that he was contributing to the extra
fire; police and other municipal services required to
service this building over and above those required to
service him, Any subsequent modifications to the
assessments to recognize these factors would taint the
land assessment by recognizing the buildings erected
thereon and therefore destroy the site taxation by ass-
essing buildings but hiding them in the land assessment.

In Calgary, despite the 40% exemption of buildings
for tax purposes, our building assessment forms 2/3
of our total taxable assessment, If this is shifted en-
- tirely to land, 2/3 of our tax base disappears. Since
the revenue required through taxation would not dimi-
nish, then the mill rate would have to increase three
timeés, The Assessor would be popular, the Tax Coll-
ector and City Council would be the villains. Totally

%
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unseen at first by the populace would be the shift of
the tax burden. :

Hardest hit would be thie undeveloped lands, next
would be the under developed properties which weuld
include slums, older hemes, and cheaper small houses
and rommercials and industrials WITH LOW VALUED
improvements. Also hard hit would be the high valued
lands of the central core where commerce is in a des-
perate fight to stay alive now in competition with sub-
urban shopping centres.

A study made in Calgary in 1962 showed that all
properties whose assessment had a building ratio te
land above that of the city average would have a decre-
ase in taxes, and conversely all those properties whose
assessment had a building ratie to land below that of
the ity average would have a tax increase under site

taxation.

The report bere out in full the observation of
Thomas J. Plunkett in his Taxation and Land Deve-
lepment - A Look at Site Tax.' in which he stated: -
properties with the most valuable improvements
would pay less taxes under the site value taxation, and
properties with the least valuable imprevements would

pay more. "'

In Calgary under present land assessments Site Tax
would benefit those who are prepared to develop im-
mediately a property having a building value which ex-
ceeds the land value by 3. 66 times. It would not hurt
the Land Developer since there is extant in Alberta,
legislation giving Ceuncils of the various municipali-
ties the power to grant an 80% exemption to land held
by benafide land developers intended toe be serviced
and developed by them. Such exemption to be granted
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for a period of five years and renewable thereafter at
the discretion of Council for a further period if nc con-
struction has cemmenced thereon and there has been
no change of ownership. It would hurt the land holder
such as an industrial plant holding lands for future

expansion,

Alberta is constantly up-dating and modifying ass-
essment legislation. It believes that a medification
of the Site Tax is better than either full property tax
using 100% of the value of both buildings and of land,
or of using land only as the basis for taxation. Frov-
incial legislation using 60% of the value of buildings
and 100% of the value of lands for tax purposes is being
amended in the near future to 45% of the building value
and 100% of the land value.

The greatest danger in Site Tax that Il can see as an
administrator would be its non-recognition of the estra
services required by todays large highrise develop-
ments and the fact that adjoining lands would be ass-
essed on the same basis, and with no increment of the
assessment when like developments took place upon
them. Any recognition of, or modifications for these
developments would be recognizing the buildings, and
therefore we would no longer have a site tax.

My final ebservation and sum-up statement would he
that a modified site tax seems to offer Alberta the ve-
hicle by which it can best suit our cloth to our own
needs.

As to Site Taxation in its pure form, I have no lurther
remarks or advice as George Bernard Shaw once said,
"Advice is a drug on the market, supply exceeds de-
mand, ' {+)

THE EFFECT OF LAND SPECULATION
ON THE DEVELOPMENT OF EDMONTON

BY Robin Denton,

Longson, Tammets & Denton.,

Real Estate Limited,

Edmonton and Calgary.

from an address to the

Graduating Class of

The School of Economic Science

in Edmonton on May 24, 1969.
A man considered by many to be one of the greatest

authorities on the City as a secial creation of man,

Lewis Muomford, wrote a magnificent study of urban

life called #The City in History."

In this classic examination Mumiford said: ”The
chief function of the city is to convert power into form,
energy inte culture, dead matter inte living symbols
of art, and biological reproduction into social creati-
vity. The positive functions of the city cannot be per-
formed without creating new institutional arrangements,
capable of coping with the vast energies man now com-
mands...."

In this regard, how does Edmenton Measure up?
More specifically, has speculation in real estate in
Edmonten interfered with these goals set out as the
ideal ones for a meodern city?

Edmonton first started te outgrow its eriginal con-
fines as a farming and trading ourpost, in the 1980°'s
It spread gradually from its original towns of Edmon-
ton on the north side and Strathcena on the south side
without planning other than to lay out the streets on
the grid system typical of prairie settlements at that
time. Already land prometers and speculators had
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moved in to compéte with the two majer landholders of
the time, the Canadian Pacific Railway and the Hud-
son's Bay Company.

The Hudsen's Bay Company at that time held a lar-
ge tract of land west of 101 Street, a portien of which
to this day is known as the Hudson''s Bay Reserve.

The Hudson's Bay joined in the great speculation in
land and set prices of residential lots so high that

other promoters built a street railway line along Kings -
way to 124 Street, to bypass the Hudsen's Bay's land
holdings and to increase the saleability of their own
subdivision in the 124 Street/ 118 Avenue areas.

This great speculation resulted in high price levels
for land not te be egualled again until after World War
1. It also resulted in such scattered residential deve-
lopment that large areas of vacant land remained un-
used until as late as 1946.

Only one residential district stoed out as a well-
conceived and planned area., It was created in Edmon-
ton's West End at the turn of the century by a2 man
named Carruthers as a preserve for the well-to-do,
ands J.S regarded to this day as one of the city's most
attractlve subdivisions. This is the district known as
Old Glenora.

This past land speculation created difficulties in
providing transportation, schools and utilities, which
were not to be even partially overcome until the 1940'"s

The next big wave of real estate speculation came
in the pest-war years. It was helped enormecusly by
the changed situatien in the local economy resulting
from the blowi_ng-iﬁ of the first oil well at Leduc, the
post-war pepulatien boom and by easy availability of
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mortgage funds, especially through NHA. The big
population boom increased the need for office buildings
and retail developments in the city's downtown core.
However . little speculation in land has taken place
downtewn, possibly due to the larger investment re-
gquired and to the fact that quicker profits could be
made in the suburbs.

Perhaps if Edmenton were in California, things
would be different. California is noted for its many
brand-new, far-out religious sects which often appear
on the scene virtually overnight. One promoter down
there bought a piece of land and built a church purely
on speculation in the hope that one of the new religions
would come along and buy it!

Speculation of a type has ocecurred downtown among
smaller properties, eccupying perhaps one or two
lots. especially aleng Jasper Avenue west of 101 St.

Because individual owners have frequently held out for

excessively high prices, major developments have been
constructed at other locations, leaving otherwise good
sites undeveloped.

In one well-known instance an individual was paid
in excess of $1 million for a single lot when developers
de¢ided to preceed with a multi-million dellar projest
despite the high price. for the particular parcel. Future
tenanats will.eventually pay the high land cost through
higher rentals.

Several large Canadian companies specializing in
parking lot operations hold a number of vacant prop-
erties in doewntown Edmonton, with a view to eventual
disposal at greatly appreciated prices in the future.
This, teo, is a form of speculation. :

One major investor has made a practice of purehas-
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ing underdeveloped sites, and establishing profitable
business enterprises on them.so that original capital
invested in the land is returned within a relatively
short time. The businesses are then moved fo less
costly sites, and the properties either redeveloped by
t’he owner to a higher density. or sold.

An interesting example of another type of speculat-
ion eccurred in an Alberta city in recent years. This
one involved a major office building. An-Eastern group
purchased the property; and immediately sold the land
alone to a life insurance company, taking back a 99
year land lease at a rental based at 6-3/4%. They then
increased the existing relatively low mortgage to a
maximum amount on the leasehold interest only, that
is, on the building alone. As a mortgage company, on
such a substantial property,; will give financing on a
leasehold interest only, in an amount nearly egual te
the financing ordinarily given for land and building
together, by this stage, the eastern greup had already
recouped its original cash investment and had obtained
cash to boot. They now sold off a 49% interest in the
building alone totwo other investors. When they were
through, of course, they not only no longer had a cent
of their own invested in the property but now owned

51% of the net: incdynesflow for the next 99 years and B

had sufficient“funds to move on to attack the next
property coming their way and repeat the process,

In Edmonten's downtown core we see certain parcels
of prime land on which dilapidated structures sit idle
or near idle, As the recent Hellyer Report states,; this
and I quote -

"form of land speculationincted by the Task Force
is much more subtle if equally costly to a municipality
and its residents. It involves not a lack of use of land,
but its serious and purposeful under -use for speculative
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purposes ...... it reaps its socially created value
increment when governments expropriate it or priv-
ate developers pay a large price for it to put the land
te the kind of positive use its position within’ the com-
munity demands."

The Task Force, and I quote further,

'is concerned .... with evidence of some cases

where owners of urban land appear to be holding

back its maximum development even where a

market exists in the apparent hope of an even

larger speculative gain in the future. "

The. Hellyer Report further states:

USuch practices draw their strength from municip-
al property assessment procedures based more on
what is on the land than the land itself. Thus taxes on
downtown parking lots are only a fracticn of those
¢charged against the high-rise office beside them. And
it is much cheaper tax-wise for the owner of a slum
property than for ene who himself erases blight from
his property and replaces it with a medern develop-
ment. As land becomes even more scarce within cur
major urban areas the Task Force feels that munici-
palities in their own interest cannot permit and even
encourage such under -utilization of such a valuable

agset, !

The Report continues - "Members were attracted
in principle to the concept of ""site value taxation"
outlined to them by the Canadian Research Committee
on Taxation. This propesal would sharply reverse
the present assessment, basing property taxes on the

publicly-created value of land rather than the privately
created value of buildings on it. In essence, the owner’

-of a piece of urban land would be taxed on what he
could de with the property."
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The speculators don't always win out. We have the
recent situation in Edmonton respecting the Omniplex

site, which a number of local speculators were certain

would be located on Jasper Avenue east of 100 Street.
Much optioning, selling and reselling of property took
place in the area. The City quietly proceeded with

plans for another location at 97 Street on 103rd Avenue,

leaving the spec_ulators with excess property on their
hands. ' o

On the eastern fringe of the downtown é‘re is a
depressed residential and commercial area. Some
speculation is eccurring here in view of announced
urban renewal plans but most properties are held by
individual owner -residents living in the district.
Unfortunately, in the removal of such depressed hous-
ing, the action of market forces alone is related not
so much to physical or economic deprecia’.tion as to
alternative uses of the land, particularly commercial
as opposed to residential uses, This will of course
affect the future of Edmonton’s Chinatown as a unique
cultural and social entity within the city.

~ What about speculatien in residential land in |
Edrhonton today? It is here that possibly the greatest
speculative profits have been made and the effects are
both more immediate and far-reaching. Certainky .
there have been a number of factors other than spec-

ulation influencing high land cests, including increased

servicing costs and inflation itself, But as the Hellyer
Report emphatically stated, and I quote:
""One of these factors clearly involves the specul-
. ative element which surrounds much of Canadian
- land development. Undue speculation is a charge
easy to level but often difficult to prove. But one
can hardly deny that it exists in the Canadian land

market and in some cases. to an alarming degree. "
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. On the periphery of Edmonton, speculators hold
most of the land onto which the city must expand. It
is common practice for a speculator to offer a farmer:
a higher price than prevails at the time, optioning the
property for a lengthy period into the future for a
minimum option consideration, and relying on both
demand and inflation to appreciate the property to a
higher future value. This pits the speculatofs know -
ledge and sophistication against ignorance of the
market and naicete on the part of the farmer.Hellyer
comments: ''there are fewer and fewer farmers
around and more and more land speculaters in over-
alls"

The Task Force seriously questioned whether the
rights of ownership of land "can be str etched to en-
compass situations where the owners of land reap
gigantic financial benefit not from improving or work-
ing it, but merely by allaﬁg it to lie fallow or in
admitted under ~use while the efforts of the commun-
ity. around it make such land an ever increasing
valuable asset. ...... The Task Force believes the
present system is heavily overweighted in favour of
the speculator®..... "The Speculator, whoge only
cost has been the marginal taxes charged againstthe
ifarm land', sells out to a developer and enjoys a
sunny winter in the south. The developer is left to
service the land, build on it -- and pass his inflated
land costs to the eventual purchasers of his houses. H

it has been asked what is the difference between a
farmer purchasing at $50 per acre:fifty years ago and
selling at, say $6000. per acre today, and a specu-
lator buying at $3000. per acre four years ago and
se‘."[ling at $6000. today. Shouldn't the speculator be
justified in his activities? It's a matter of the -~ . .
creation of social wealth - the farmer has added to
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the wealth of the country over the years and the specu-
lator, with little risk or management on his part, has
doubled his money in a brief period without adding to
the economy whatsoever. '

High land cost and market conditions have been
responsible for the square miles of Edmonton houses
of the type so aptly described by Pete Seeger as "little
boxes all made of 'ticky tacky' ! or as we popularly
call them,"crackerboxes’ all gift wrapped in their
bands of five or six rows of coloured wcod siding.

In the field of high-rise apartment sites, there has
been a great deal of speculation, mostly on the part of
the original individual owners of lots comprising each
parcel. As a result of the individuals holding out for
high prices the bigger apartment developers have
recently been turning to Calgary and other centres
where land costs are lower. The recent rental” - =
increases are in part due to these high land costs and
are meeting tenant resistance for the first time, -
witness the rental-payment strike against a pariicular
Edmonton developer several weeks ago.

Increased land costs for high-rise construction
have created pressure by developers on City author-
ities to increase the present density limitation of 300
persons per acre. This could in certain instances lead
to congestion and less open spaces around apartment

buildings and eventually. tc a lesseningof human valiés.

A marked trend toward partnership arrangements
between developers and speculators on the one hand,
and some of the largest financial mortgage institutions
in the country on the other, should be noted. These
major lenders are offering, in the current tight money
market, to take equity participation in developments
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in return for the placing of permanent financing. This
involves these substantial corporations directly in
equity investment and to a certain extent, speculation, i
at the local level, and could lead eventually to the
lessening of competition and increased domination of
the local real estate investment market by the giants
in the field, -

What will all this lead to? What does the future
hold for Edmonton if we don't come to grips with the
problems?

We are fortunate in having a reasonably goed
zoning control through Zoning By-law No. 2135 and
the ensuing Land Use Classification Guide of 1964. It il
is certainly true, however, that this has led to a cer-
tain sterility in various districts of the City and a |
degree of sameness of architectural styling, and has i
not saved from destruction a number of historic struc- .
tures such as the old Rutherford and Richard Secord
mansions. Possibly th old Post Office clock tower may
also be lost to future generations. The preservation of
Chinatown, as an enclave where new immigrants from
the Orient can become acclimatized and as an asset
for all citizens should be a matter of concern.

- But nevertheless, the present system of flexible

yet reasonably rigid zoning has prevented the chaotic
development seen in many other North American
cities, and has created in the Civic Centre am_;mg:s;ua;lly
attractive cultural and administrative fecal point for
the city.

. We need more foresight on the part of the City
authorities to prevent the current lag between the
supply of serviced land and housing demand, which at
present opens the door te speculators.
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Perhaps the City could set up a land bank, purcha:-

asing land ahead of needs and ahead of the speculator,
as Saskatoon has done since the 1930's.

The City now permits developers to install services
to their own.land - a step Calgary took years ago.
When developers have paid for servicing, they will
develop and sell again as soon as possible to free
capital. Lots in Calgary have been lower priced than
Edmonton's.

The average two-year period from annexation to
availability of lots should be shortened by cutting
through red tape.

Provision should be made to provide for residential
development socmewhere between the present density
of four single-family dwellings per acre and 17family
units per acre. With the exception of duplexes, no
provision is made between the two extremes.

Property taxes should be set up on an incentive
basis rather than acting as a deterrent to improved
development, and in such a manner to discourage
speculation.

Edmonton has the potential of becoming a particul-
arly pleasant in which to live, where there will be
lovely vistas for the eye, opportunities for its youth,
and a rich cultural life for all its people.

In closing I would return once more to the words of
Lewis Mumford: -"The final mission of the City is to
further man's concious participation in the cosmicand
the historic process. Through its own complex and
enduring structure, the City vastly augments man’s
ability to interpret these processes and take anactive
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formative part in them., so that every phase of the
drama it stages shall have, to the highest degree
possible, the illumination of concicusness, the stamp
of purpose, the celour of love,' (4] :

May 7, 1969
Mr. Roy Farran, Alderman, Calgary

Dear Mr. Farran:

As it is impossible to conduct a sensible or lenthy
conversation on the .'Sound-QOff'"" program, I should
like to make a point and hope I may hear your opinion
on this point, either by letter or as a topic on your
mofning program. We are censtantly bombarded
from politicians at all levels of gevernment, but not
once can I rernember ANY politician coming up with
a solution to.the numerous social and financial prob-
lems that plague all of us. It seems to me, at least,
that the majority of politicians engage in a game of
character assassination and mud-slinging, rather
than spending all that energy on studying solutions
£6r the betterment of all of seciety. '

Why can't p011t1c1ans work on the pren’use of what -

. "15 rlght, net whe is right? There is a vast dlfference’..
' ':that mest people overlook, in the bidfor netorlety or

popular:tty, and herice the ordinary man is pushed aside
and ignored, his problems unsolved. If there are
some politicians who. take their Jobs of work serious~-
Iy but feel hampered by rules laid down by lawyers
several decades ago, why notfightfor a change or up-
dating of these ancient laws that do not comply withto-
days way of living? They are man- -made, they can be
changed by man.

Why do we continually enforce laws that conflict
with modern living, laws that we made to handle the
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horse and buggy society? You may ask me if | have a
aolufaion to the problems of today and I can say yes, I
ha}re. But the land speculators; churches, unions and
some charitable institutions would lobby against my
solution - namely, LAND VALUE TAXATION AND
FREE TRADE, as easy as that.

If these two solutions to the problem-were implem -
ented, society would be rid of slum landlords, land
speculators and EVERYONE would be entitled to his

birth-right of a place to stand and the fruits ofhis labor. |

At least my solution beats Marxism, which is rapid-
ly catching on right here in Canada. Which should we
choose, land value taxation and free trade, or Social-
ism Communism? We do have a choigeif politicians
start thinking of what is right rather than who is righttl

Yours snflcerely;

Marjorle Cowie.
" !

Office of Alderman Farran, Calgary
S May 8, 1969
Dear -M_rs, Cowie.: '

Taxation on site value has some advantages a.nd

lsome disadvantages. It-is a proposal that;has been stu- %
died by local governments through the ages and a modi~

f%ed form is actually used in a few states -of the union.

Usually, as in California, it has been modified to
include a form of property gains tax. For example, if
you sell a piece of land for a much higher pricethanit
has been assessed at for years, you are liable torepay
immediately four years property tax based on the new
market figure. The argument is that the change in val-
uation has only occurred because of the benefits deri-

ved by the city growing around your parcel{cont. on33) !

The Fat Cats

NON-PRODUCERS FACE CUTBACK

By George Brimmell,

{The Herald's Washington Bureau,
Copyright, 1969).

Reprinted with permission of

The Calgary Herald and

Southam Press, May 29, 1969

WASHINGTON — There's a move under way in Con-
gress to cut off the fat cats in farming who have been
getting richer and richer on government subsidies —
for not growing anything.

It's a repeat of an unsuccessiul attempt made last
year, it failed then but sentiment in the country today,
in 2 nation now aware of its hungry and malnourished,
may lead to a different result this timme around.

The effort is to place a ceiling of $20,000 on subsi-
dies paid to any one farmer, or corporate farm.

Members of the House of Representatives voted

. 224-142 for an amendment to the agriculture depart-

ment's annual money bill, which would place the $20,
000 limitatior on subsidies.

“The bill, with its limiting rider, must be assented
to by the Senates which killed a similar attempt last

year. e

It is aimed at the big operators, who got a bumper
crop last year with individual subsidies as high as
$3,010,042.

A total of 16,430 farmers or corporate farms re-
ceived subsidies in excess of $20,000 last year on

cotton, feed grains, wool and what.
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Crop Subsidies

In 1968, the government — that is to say, Ameri-
can taxpayers — shelled out $3.3 billion to American
" farmers in crops subsidies and payments for not plant-
ing crops. ‘ .

About a third of that amount was paid out for "'crop
diversion'... that is, withholding land from produi:tiom
leaving it fallow or growing clover, lespedeza or cther
ground covers, or simply letting it sprout weeds.,
brown-eyed susans or whatever else comes.

But what is particularly galling to some congress-
men and nearly all taxpayers is that a geod chunk of
the $3.3 billion winds up in the po:t:\kets of the wealthi-
est farmers. . '

The J1.G. Boswell Co. of Kings County, Calif.,
last vear took $3.010, 042, _

The same outfit earned even more — $4.091,818
in 1967, Presumably this means Boswell planted less,
to earn more, though the congressional record is vague
on this point. :

¥our other farm corporations were paid more than
$1,000,000 in this way from the federal money tree.

And, indeed, there is one member of Congress who
makes the agriculture department’s short list — Sen.

- James O. Eastland, {Dem. - Miss.}, who is a member
of the Senate Agriculture commiittee. His cotton plant-
ation got $116,978 from Uncle Sugar. :

The House voted for a similar limitation last year,
but the Senate vetoed the propesal.

However, there is a new element at work this time.
This year the opponents of farm subsidies have linked
the inequalities with the issue of hunger and malnutri-
tion in th_e United States.

Rotten Program

Rep. Silvio Conte, for instance. put the situationin




