EXPERIENCE WITH UN-TAXING &-1649

IMPROVEMENTS IN NEW ZEALAND

By Rolland O'Regan, F. R, C, 8,
{Chairman of New Zealand League forthe
, Taxation of Land Values,)
Editors Note: v v v v v s .

“*Any city, anywhere in the world, that adoprs
the New Zealand method of waging war on slums,
will find that taxing land value instead of the value
of buildings and personal property, is ‘‘a silens,
wholesome influence that makes for wider and berter
ownership of land,”’ according to a world-wide tax
authority, Dr. Rolland O'Regan of Wellington, New
Zealand.”

Dr. Rolland U’'Regan is a distinguished surgeon
whose lifelong avocation has been the study of tax-
ation, He has, since 1946, served as Chairman of
the New Zealand League for the Taxzadon of Land
Values - the most active single unit working to ex-

~tend the steady progress of landsvalue taxation in_

local government. As one of the best informed men
on the history and application of laand-value taxation
in his part of the world, ke was invited to contribute
the chapter on New Zealand for the book; Land
Value Tazation Arcund the World (published 1955
by the Robert Schalkenbach Fouadation). Dr.
O’Regan is uniquely gualified to speak on the in-
fluence exsried by this system of taxation upon a
nation’s housing, building industry, and population
growth. His visit to the United States comes in
response to many requests that landevalue taxation
be interpreted in terms of the Amesican scene,

During his tour of the United States under the
augpices of the Robert Schalkenbach Foundation,
50 B, 69th St., New York 21, N.Y. in the early part
of 1963, Dr. O'Regan spoke to a number of important
groups on the subject: “‘Experience With Un-Taxing
Improvements in New Zealand’”, the essence of
which is givern below. Among the groups addressed
on his tour were the Fresno Rotary Club, Fresne,
California, where he was introduced by Drn  Karl
Falk, member of the California Gowernorls Housing.
Commission, and past president of the National
Association of Housing and Redevelopment Qfficials;
the Assembly Committee on Revesnue and Taxation
in Sacremento, California; & regional meering of
Metropolitan Planaing Commissions, Portland, Gre-
gou; a public meeting of The National Association
of Home Builders at their spring meeting, April 24,
in Washington, D, C.; ACTION, the Amecican Coun-
cil to Improve Uur Neighborthoods, in Chicago; the
graduates and friends of the Henry Geoige School
in St. Louis, Missouri; Mortgage Bankers Associa-
tion of Amezica at the Waldotf-Astoria, New York;
Emfnhva oificers, planners and government officials
at the George %mmfnmﬁob University, and to tax-
experts and economists at this universitles School
of Goverument; the Natlonal Association of Mutual
Savings Banks, Washiagton, D. C.

o R

I want to speak to you on our experiences with
un-taxing lmprovements in New Zealand. But, first,
it is necessary to speak a common language and I
will explain the terms I use. The units of local
government in New Zealand are;

1. Urban - towns, boroughs, and cicies.
A town is the smallest unit. A bor-
ough must have 4 minlmal population
of 1,500, A city must have a mini»
mal wevﬁmﬁam of 20,000.
2. Rural -~ a country is the EEH uiit.
It is called a shire in Ausualia.
Local tazes are called *‘rates’ as in Eogiland, and
rates are struck on three bases.,
I. The capital value, l,e.,, the market
value of land plus improvements as
in U.8.A,
2+ The annual renmtal value, i.e., the
yearly sum the land and improve-
ments would yield if reated out,
3¢ The smmﬁvmoﬂmm value, the value of
the raw land, i.e., the value of the
land alone mhvammmhmﬁm the value of
any improvements,

New Zealand is a small counuy, the same area as
Colorado. Its population is 2,500,000 = the same as
that of the 13 colonles who waged war on England
and founded these United States. It is poorly en-
dowed economically. Its principal assets are six
inches of top soil, 2 good temperate climate, and
great natural beauty, Local government is financed
mainly by a taz on real eswate, But the functions of
local government are more limited than here and do
ot include education, police administration, aad it
has fewer health responsibilities. The toral revee
nue from real estate taxes is a mere §80,000,000.

I believe, however, that in the matter of local
taxation New Zealand may be regarded as a social
laboratory and that our experience would be valid for
larger units with greater responsibilities, This is
parcicularly true of our experiences with un-taxing
improvements and levying the full property tax ogn
wrm Hmm& value only, I say this vmnmCmm as far as my
of K:.wmn units iﬁnw_ mmo@ﬂ the same tax vhmm. In nvm
State of Queensland, in Australia, all local taxes,
both urban and rural, have been on land values only
since 1890, The Valuer General {or, as you would
say in the United States, the state appraiser or as-
sessor} is not even required by law to value improve-
ments for tax purposes. In New South Wales the same
pattern is universally used. This State includes,
among other urban communities, the city of Sydney
with a population of 2,500,000, The city of Johan-
nasburg In South Aflrica is another Hmﬁmm urban unit
using this tax plan.

I will speak, however, ovaly of New Zealand
experience, Here, my personal knowledge Is intimarte
because I have carefully observed the local govern-
ment scene for 20 years and during this period 83
local authorities » counties, cities, boroughs, and
towns - have adopted the system of ‘‘rating on the
unimproved value’® as we call local taxing of land
values only with full exemption of improvements.

New Zezland was colonized in 1840 and the
first system of local taxation used was based on the.
annual rental value - the English system. In the new
iand this was uapopular. First, because the nommal
pattern of property holding was not that of a land-
lord with a rent-paying tenant, but one of property
owned and worked by the same person. And second-
ly, because it was regressive, The more the ploneer
labored and built, the bigger were his taxes and the
land compaay and other speculative land owners who
labored not, neither did they spin, pald minimal taz-
es. A change was made, therefore, to capital value
rating as you have it in U,S.A, Unimproved tracts
of virgin land had a notional and vague rental value
but they had a kaown and proven market value, And
by being taxed on the market value the speculator’s”
countcibution was increased,

At the turn of the century the pesition was that
nearly all urban areas were using the annual reneal
system and all rural areas were using the capital
value system.

Dissatisfaction with both systems was genecral.
Both still contalned ocne central, irremovable, card-
inal fault. Both taxed improvements and therefore
the more a property was improved the greater the tax,
This opérated to the disadvanrtage of the workes,
the builder, and the improver; and to the advantage
of the "idler, the irresponsible, the speculator, and
the absentee owner with no interest in local affairs.

In 1896 the Legisiature passed the Rating onthe
Unimpeoved Value Act. This gave the local taxe
payer power to unstax improvements apd put all taxes’
on the land value alone. The power was granted not
in local councils, but to the taxpayers. If 15% of
these signed a petition and presented it to the Mayor
or Chairman of a local authority, he was compelled
in not less than five or more than siz weeks later to
put the matter to a vote of taxpayers and if it were
approved thenceforth all taxes would be levied on
fand value only.

Presently, all improvements are tax free in 85%
of the urban areas and in 70% of the ruzal areas and
% of all local tax revenue is levied on land values
alone, 'The trend continues and a rationg poll is
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