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PROVINCIAL - MUNICIPAL TAXATION

Constructive Criticism of Reports
on British Columbia, Alberte, Seskaichewan and Manitoba.

In the years 1947 to 1953 Commissions in the Provinces of
British Columbia, Alberta, Saskatchewan and Manitoba have inquired
into Provincial-Municipal relations in matters of taxation..

This critique aims to evaluate the opintons and the conclusions
of these varions Commissions, and where neecessary to present con-
structive criticism of their Reports. Their primary purpose was a
taxation study, and though they deal with some other related sub-
jects such as educational costs, hospitals etc., this critique will be
confined to taxation, '

Their reports are open to criticism on the following grounds: —

1. They give an incomplete picture of the economic background
of Western Canada during the past fifty years.

2. They ignore or slur over the real causes of the economie
events of tliis period.

3. They take a parochial instead of a world-wide view of
taxation practices.

4. They fail to render adequate or sound Judgments on all sub-
jects they were appointed to study.

5. They recommend changes which are definitely contrary to
the best interests-of the people concerned.

The Economitc Background — Three Periods

The economic history of these four provinces divides con-
veniently into thrée periods or stages, as follows: —

L. Rising values from pioneer days to World ‘War I ctlmin-
ating in a frenzy of land speculation. . ;

IX. Falliig prices of land from 1915 to 1940, an enormous
decline from the preceding era.

ITI. Recovery beginning 1941, stimulated by inflation during
and after World War II.
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Period I. RISING LAND PRICES,

Among the causes that stand out as contributing to the rise in land
prices were i—

. Enormous railway construction. Construction of railways with
money borrowed outside of Canada was an inflationary influence.

2. Influx of settlers from Europe, the United States and Fastern
Canada, attracted by free and fertile land offered to all who would
homestead it aad bring it into use.

3. Formation of the Provinces of Albetta and Saskatchewan
from areas previously administered from Ottawa as patt of the
Northwest Territories.

#
Site-Value Taxation

At an early stage in those considerable developments, legislation was

adopted giving power to muaicipal authorities to concentrate taxation
on land values by reducing or eliminating the assessment of buildings
and other improvements. We have to see however that there was
failure to implement the provisions of those statutes, in the sense that
the actual imposition and the due collection of the site-value taxes
were neglected by the mumclpahtleS a circumstance that certainly
contributed to the persistent risé in Jand prices,

Exemption 6f Improvements

Cities exempted improvements from municipal taxation as
ollows :— : '

City Total exemptions Percent exemptions
Vancouver 1910 — 1918 100
Victoria 1911 — 1918 100
Edmonton 1904 — 1918 = 100
Calgary : 75

Regina 70
Saskatoon 75
Winnipeg 33%

Other municipalities exempted improvements by various per-

centages, usvally substantial, and many exempied them completely,
In rural municipalities taxation on improvements was either nil,
or very light. :
The Land Boom
- The rapid development of this great area of prairie iand
under these circumstances produced an enormous land-boom.

—

.There was 4 notable passion for “bigness” throughoirt the west:
Young municipalities vied in acreage with larger, long establishéd
citiey in Eastern Canaida. Tn 1911 the relation between populatlon
and gereage in typical Canadian cities was as fo]lows e

Po pulation

City Population Acreage per acre
Edmonton 58,820 26,856 .22
Calgary 63,605 25,368 25
Winnipeg 179,087 14,865 12.1
Vancouver 163,320 16,547 155 -
Montreal 618,500 32,254 vo19.2
Toronto 521,893 21,760 2400 &

“Bigness” imposed heavy demands- for' local improvements.
The situation would have been better if the cities had exercised some
kind of control on the size of the areas developed in relation to the
existing population. Site-value taxation ‘which was imposed proved
itself to be insufficient to check excess speculation in land. Revenues
obtained by this method would have been ample to provide for all
normal development. Yet the municipalities burdened themselves with
bheavy commitments for interest and sinking .funds for an influx of

settlers who actually arrived much more slowly than was expected.

The failure to apply site-value taxation .in order to, at least, keep
out of debt was to lead to enormous difficulties in the future.

Period i FALLING LAND VALUES.

The peak jn landwalues was reached in 1914, then followed
a._collapse, and a long deeline which continued until 1940. The total
rise in- the boom, and the full extent of the collapse, cannot be de-
termined. The best indication available is the record of municipal
assegsment totals. These do not tell the whole story. It is certain
that there was a lag in assessments, because values as shown by

_actual transactions changed very fast. In periods of fast- Tiging . pricey

the tendency would be for assessments to be. oo . low. Mo
questmn that, after prices started to- drop, assebsments were main-

tamed at. levels Well a.bgm the going prices for land This is. proyen

buhe accuimnlation of unpald taxes, and of _rehnr__mshedrlots when

BI.ICES fel!.

Although most of the land was-: still- vacant thi§ was the tinie
when some municipalities. began -agiin’ to tax’ 1mp10vements ‘Because
of ‘their debt burdens, their creditois becairie more and more mswtent
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and revenues had o be obtained somewliere. None of this should have
heen necessary, hecause under site-value taxation there weould have
beel_l no snch cdebis, Those who had made unwise investments, par-
ticularly in vacant lots, abandoned them. Those who bad buildings
on their lal%_\ds were ipore apt to remain with the investmert, and
bore the biulk of the tax barden.

_ It appears from all the evidenee that, if site-value taxation
had been applied unflinchingly in its entirety throughout the boom
period, wild speculation might have been largely prevented. How-
ever, it appears also that in such remorseless application of the
principle the municipalities would have had revenues far beyond

their geeds.- One may surmise that perhaps the Provinces should have

shafed in -the site-value revenues. To a large extent it seems that the

heneficiaries _of_ the- specu-lative boom were the “wrong people”. They
must have sold before 1'_914_, reaped a large imearped inerement, and, if
they sheld onto their profits, most probably withdrew them from the
West. Those who “stayed with it” were left with the load.

Bursting of the Boom

“In order to relate more fully the story of the tifnes immediately
preceding and following the bursting of the land boom, we re'priﬁt
wome -sections of an article which appeared in Lend & Liberty in
July, 1920, and again in its issue of August, 1922. The article is
entitled Land Value Taxation in Western Canada”, and it has a
subheading “The Tax Arrears” and “A Reply to Allegations.” These
excerpts reproduce the atmosphere of the period, as well as giving
in some detail its contemporary flavour. The article rebuts “the mis-
representations so sedulously spread abroad, on the platform and by
the Press, to the effect that the taxation of land values has failed
in Canada,” and reads as follows:

“The '(:_ri_t-ics and opponents of Land Values Taxation, in their
unhappy search for something that may pass$ in argument, have hit
upon the diseovery that certain towns in Western Canada have been
or are in financial trouble; that they did for a time Taise all or
most of- their revenue from a rate on-land value; that they have
dllowed large sums of uneollected taxes to agecomulate, and that they
have returned to or adopted the taxation of improvements in addition
to rating the value of land ... Edmonton in Alberta, for example, col-
lected in 1916 only $2,285,126 from its rate on the value of land alone.
Itg tax arrears at the end of 1916 were $5,250,257. Tt has ginee begun

4

to tax improvements. Yaneouver, in British Columbia, for example,
collected in 1918 by jts land value rate $:3~,'1Z31-,55'7, and Its tax an-.ea?r_s

. at the end of 1918 were $5,456,4563. In 1919 Vancouver taxed improve-

ments (in addition to taxing land at 100 per cent. of its wvalue)

to the extent of 25 per cent. of their value, and the tax was inereased

in 1920 by assessing improvements at 50 per cent. of their value.”

«How easy to tear these facts away from their relation to other
facts, to present only the former and deliberately conceal the latter!
How easy to assert that here you have cause and effect; the Taxation
of Land Values was tried — it did not produce enough revenue —
and it has failed! These a-Il_ega_tio'ns have been made before, and it
is worth while examining the case in some detail.” "

The Fruits of Land Speculation

«Reeent municipal finance in Western Canada is but one chapter
in the history of extravagant land speculation that began in 1916
and came to a elimax in 1914, the inevitable crash being precipitated
by the war. There had been a rapid growth of population, and the
construction of thousands of miles of railway. T.and values were
“hoomed” until they were on a purely fictitions basis. That inflation
had certain inevitable results... In Western Canada, according to the
Report .published in 1918 by Mr. Thomas Adams, Town Planning
Adviser of the Canadian Commission of Conservation, there were
30,000,000 acres of idle land a great part contiguous to the railways,
and of good quality.* All this land was held out of use for a further
rise in price awaiting the jncreased population which never came.
Meanwhile, the towns and cities indulged in the gamble in urban
land, and the fever overcame responsible town councils as well as
private operators in the real estate market. A tremendous burden of

“debt was assumed by nearly all the municipalities in the constant

push to raise values still higher by spending public money on extra-
vagant and prodigal undertakings, which in turn helped to advertise
the vacant lots of the land spec’ulators.”

Unwise Municipal Debis

Land & Iiberty continues: .
“If we consult the Canada Year Book for 1918, we may see how
heavily montgaged some of these mushroom towns ‘were, and how

« CPR. and Hudson’s Bay Company Lands.

— 5




.

mucli ‘'of the revende, now “difficilt” to collect, must be-jiaid away

in’ interést upon-debt, contracted for nmw ise ‘md wasteful -expend-

iture, The agdessed land va;lue where we are ible to stateé i, may

be ‘egmpared with the debt and-the raterevenue; and the rélation of

one to the others should be berne in mind during the rest of the

story we have ‘to tell. The refurn to or the adoption of the tazation
of improvements is. not due to economic necessity, but to the political
influence of the land, jobibers and to the speculative borrowing of the
municipalitics themselves.

A Saskatchewoan Report -

Lond & Lzberty also reprmts part of a 1917 Report by Dr.
Robeit Murray Haig made {o the Saskatchewan Government on
“Faxation in the Urban Municipalities”, and the following paragraphs
are, 111ummatm0'

Su. Whent-taxes have been in arrears six m{mths the realty -against
-+ which the taxes are charged is advertised to-be sold, the sale

- taking place in the fall of the year. Unless redeemed within
two years from the date of sale, appllcatmn for title to the
realty can be made by the purchasers of the tax sale certificates.
The first group of tax sales under thls IaW Was held m 1915,
and the seeond” ‘in 1916 .

In the ease of no -city dld prnrate purchasers appear at the
mle in sufficlent foree to abdorh even as much as one-halt of

the offering and the large quantities of tax sale certificatés -

“which, as:a vesult, fell into ‘the hands of the. cities;, are for
the most part s‘ull held by them.:. Tt continues.
There is no legal obstaele to hlgher ‘tax tates, but there Ads an
insurmountable economic obstacle, in that sucn a conrse would
in ail proba.blhty result in the smrender of more land for taxes,
rather than in an increase of revenue. No relief, but mstead
sudden and complete disaster, would probably foHow any gt
- tempt to realize immediately upon the lands which are belng
surrendered to the municipalities for taxes. Te offer. them in
large quantities for the amount of -the charges against them
means that the city itself establishes a price for realty at a
- small fraction of the values which it seeks to maintain on ity
assessment rolls as true market values .
In Regina practically all its arTears, Whlch are substantial,
have been already spent, that is, loans Ligve been secired from
. - thie-bank in-anticipation of eollectlons and -the money paid out

from the. treasury. The bank, therefore, is in a position to dictate.

“to some extent the policy of the city in Iegald to its unecollected

taxes, and to any property the crry may acqmre by -the tix sale.

process.

—f

The Saskatoon arrears appear for the most part in the form of
deferred payments to sinking and deplecmtmn finds, although
a substantial sum, seeured by arrears, is due to ‘the hdl’ll{ The
AFFEArs are a stag ering problem in Prince Albert, where the
loan from the bank approximates $450,000, and almost a trifling
one in North Battleford, where the bd]lk debt is only abou‘r
$40,000. Swift Current, with a note at the bank of about
$150,000, secured by arrears, has a situation more urgent than
several of the other cities.

Land and Liberty resumes: Tt is easily understood from these
statements that “tax arrears” are part of a definite policy to maintain
the assessed values of land, and set them against the liabilities and
the obligations of the municipalities.

The True Cause of Arrears

Dealing " further with Western counditions, Land & Liberty
says that the Report of the Assessment and Taxation Commission
of the Province of Manitoba, published in 1919, refers repeatedly to
the harm done by the speculative enterprises of municipalities in
Alberta, SBaskatchewan and British_ Columbia. The “tax arrears” were
a consequence, and they accumulated owing to the forbearance and
culpable weakness of the town councils to whomn money was due
from taxpayers. The matter is summed up in these words:

“While b'y statute the collector has a right of action for recovery
of unpaid taxes, he may, if he deems it advisable, levy such
delingnent Taxes by sale of the lands. ... It is in the digcretion
of the Couneil to extend by bylaw the time for the levy of
taxes by sale of the Iands to the year following that in which
they are due. Thus the delinguent tax vote becomes a powerful
factor making for delay, through its influence at the election
of councils and the mtlmlda.’rmn of e¢ouneillors: for at the inter-
vemng ¢ouncil electmn that Vote 1s mvanab]y cast for can-

favour postpomng fax sale% to next ye(u* or for thdt ma”rtc
to the Gieek Kalends.

Land & Liberty continues:

“It is significant that in Vancouver, where at the end of 1918,
the debt was $41.669,196 and the tax arrears were $5,456,453, there
had been no tax sales gince 1909. The Vancowver City Council ap-
parently took no steps to collect the arrears by proceeding as it could
do against the defautters und obliging them if they cannot pay to
surrender their land. The land value rate was not, in fact, levied in
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these cases. The interests of the speculators .coineided withsthe mu-
nicipal scheme of trying o finance they city threugh x poriod of
.depressmn on th(, bas1s ot Teal estate valuations which had no ex1stence
in fact.” Con

Legislation to Enforce Tax Collection

Land & Liberty adds:

“It is important to motice that.in British Columbia the lands
held. by the municipalities, which were taken over through tax sale
proceedings, increased during the year 1920 from $3,385,871 to
$5,247,788.

The Annual Report of the Deépartment of Municipal Affairs
in AI_befta, for the year 1920, gtates that the Tax Recovery Act of
1919 beeame operative on 1st July, 1920, and in nearly all of the
plovm(,e the sale of land under that Act was carried out. The laxge
increase in tax collections was largely due to that Aet.”

The Evidence of an Ex-Mayor

Land & Liberty quotes Mr. Louis D. Taylor, ex-Mayor of Van-
couver, as giving a description of events in Houth Vancouver, which
,tmther disposes of the alleged “failure of the Single Tax.” W‘ntmg

in the Lios Awcurms Trumzs of 15th January, 1920, Mr. Taylor de- .

clares —

South Vancouver troubles started with the ¢ollapse of the real
estate boom, whieh reached its apex in 1914, To understand
the situation, one must congider that the Municipality of South
Vancouver covers 1414 square miles, and being adjacent to
Vancouver City to the south, it was; from 1907 to 1914, subject
o the greatest fand speculatlon ever geen in British (Jmumbla
Before 1907 it had a very sinall population. The population to-
day is in the neighbourhood of 25,000, and is eomposed mostly
of t_h(, labouring elass, who own t_}_’_leu‘ own homes. During hoom
days, redl estate speculators bought acreage, subdivided it into
mogily 25 and 33 feet lots. In order to make these lots accessible,
roaids had fe be built, side-walks laid, water and sewer systems
congtrueted, trunk line streets paved, and all this at the expense
of the municipality. The consequence of this nnreasonable real
estate boom wasg, when it collapsed in 1914, that thousands
and thousands of lots were in the hands of speculators who had
made only the first or second payment. They had purehased
these lots on a basis of a city with a million popunlation, and in
1914 found that, with the declaration of war and the condition of
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the money market, fthey could not sell their property or make
itnrther payments. Thus they did not attempt to pay taxes.

Again, there were mortgage conipanies which had advanced
nioney to the parties who hid originally subdivided large traets.

1t was difficult to push foreclosure proceedings to a successful
issue on account or the Moratorium Act. Therefore, taxes were
allowed to accumulate. The Canadian Pacific Rallway Company
holds thousands of acres in the munlupahty They, together

with other large interests, succeeded in persmading the Com-

missioner to tax 1mp1°ovements thus getting their assessments
réduced and the rate lowered. The appointment of a Com-

missioner was made without the consent of the residents ot
South Vancouver, who had a duly elected mayor and couneil,

I't was the resu]t of a political play by the party in power.

They saw a chance of standing well with the large mortgage
and loan companies by making this move, supplemented by a
promise to tax improvements and lessen the assessments on
ground values. Ninety per cent. of the residents of South Van-

couver immediately formed themselves into a protective asso-

ciation, and went on record as .opposed to the taxation of
improvements. ‘

Every municipality in British Columbia, together with the Pro-
vineial Government, had a falling off of its revenue from 1913
to 1918, Nor kviry municipality exempted improvements.
These that taxed improvements ‘were hit as hard as those that
did not. Upon the signing of the Armistice in 1918, the affairs
of all cities and municipalities in British Columbia began to
mend, and in anocther year will have become normal,

The South Vancouver Proteetive Association, composed of re-
sidents who own their own houses, are almost to a unit in favour
of the exemption of improvements from taxation, realizing,
as they do, that they are now paying the piper, for the benefit
of non-resident vacant lot owners, all of whom initiated the
various extravagant 1mprowements during boom days, all of
whom ¢ould vote on money by-laws, and who planned the cam-
paign in much the same manner as do political parties, hiving
headquarters in Vancouver, with commiftees to see that every
owner of a lot in South Vancouver was taken to the polls. It
was the vote of these outsiders that legalized the mioney by laws
for improvements, that should not have been undertaken for
¥ears, the consequence being that, when they could not dispose
of their holdings, they began to campaign to place the burden
of taxation on the residents of the district. Large mortgage
companies loaded up with these agreements of sale, and the
large holding companies devised the scheme of not paying their
taxes, and thus forced the municipal government to seek zid
trom the outside. As soon as the Comniissioner began to tax
improvements, these corporations began to pay up their arrears,
and money began to come into the municipal coffers.”
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Land Value Taxation Justified -

Land wid Liberty concludes: We conteit oirSelves with one
mme quoiainon L1eut Colonel William Gragsie, in a spécial ‘artiele
on the .“Real Estate Sltlld,tl()]l # eonfributed to the MaxNcuEmsTEr
GDARDIA‘\ Canada Number, 15th Jone, 1920, says:— ‘

A gr eat waye of real estite speeulation set in about 1910, which
continued without interruption tlll the summer of 1919 when
the apex was reached ... Iiven if the war had not intervened
_the day of finateial reckomng could neg have been pestponed.
The war. merely plec1p1tated matters and .confronted Canada
with realities.... In the spring of 1017 it ‘was generally ad-

. mitted that the zero mark hid. been reached, and sinee ‘that
-date. there has heen steady }mprovement until to-day pro-
'pel’ry revenues are nearly back to their pre.war Jevel. THolders

- of .vacant city and town property-were in an even worse position
than owners of revenue-bearing properties. Taxes were high
~and had to be paid, and many owners of such propeltx were
forced to sacrifice their holdings. As ate as the spring of 1919
~one could buy for cash choice sites for as low as from onefifth
to ome- tenth of the price paid in 1913. But now, surveying the
* gituation in 1920, few can deny that the process of liquidation
~ hag not been beneﬁual and that in the real estate ditmation
théte ixnow an inhefent goundness which was hitherto absent,”

Land and Liberty finalizes: "‘The TPaxation of Land Values,
where it was énforced, effected its purpese. The speculation in land
was cheeked, penalized and disrupted. Some municipalities did not
courageously deal with those owners of vacant lots who defaulted,
butl they did apply the law in some degree, and with sufficient weight
to make the holding of idle land a profitless business — and “few can
deny that the proeess of liquidation has not been beneficial””

Assessed Land Values Taxable

The Chart on page 11 shows the rise, the fall, and the recovery
in Iand-values, as indieated by the assessments of four Western cities
over the years from 1905 to the present. The rise since 1940 has
been more moderate, and much more soundly based, than the pre-
mature and excesgive.-rise hefore 1914. The West in these recent
vears has grown steadily in real wealth. There has been a steady
inereage in production from western farms, forests, mingg and
fisheries.
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—CHART —

The pércentage declines, from the peak to the bottom of as-
sessed values, were for typical cities as follows: —

City Assessed land-values Percentage
(Millions of Dollars) of decline
Pedk Lowest
Edmonton 191.3 22.9 88
Calgary 1198 21.7 - 82
Victoria - 89.2 178 80
Haskatoon 54.5 14.9 73
Regina 73.8 20.5 72
Winnipeg 199.1 60.4 0

Vancouver 198.9 115.4 42 )

The big rise took place within four years; the decline lasted
for 26 vears. The larger cities reduced the exemptions on improvements

Vancouver, from 100 percent to 50 percent.
Calgary, from 75 percent to 50 percent.

Ldmonton, from 100 percent to 50 percent on residential, and
40 percent on commercial, improvements.

Victoria, from 100 percent to 6624 percent in 1922, 50 percent
in 1924, and to 35 percent in 1926.

There was a general increase of taxation on improvements
throaghout most westérn municipalities. PBritish Coelumbia had Toeal
option with respect to taxation of improvements, the exemptions
varying. In Alberta, in cities, towns and villages, exemptions of
improvements ranged from 100 percent down, on the basis of local
option, while in Municipal Districts and Tocdl Tmprovement Districts
exemptions were reduced gradually to a statutory one of 3314 per-
cent. Saskatchewan settled at a 40 percent exempiion except for
Regina, which maintained the exemption of 70 pereent established
in 1914. Farm homes and farm buildings are as a rule entirely exempt.
There ave some exeeéptions in British Columbia.
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Reve_rtéd Lots

The taxation of improvements at higher rates still left a heavy
burden on falling land-values, Tens of thousands of vacant lots fell,
through tax delinquency and sales, into the ownership of the munici-
palities. In Edmonton, tax-sales from 1918 to 1921 gave the city title
fo 41,620 lots of the city’s total of 110,000 lots About 1939, cities
owned lots and undivided land as follows: —

Edmonton 60,000 lots plus 451 “parcels™.

‘Winnipeg 36,500 lots.
Calgary 81,270 lots plus 1,885 acres.
Saskatoon 27,800 lots.
Regina 4,900 acres,
Victoria 5,147 lots.
Vaneouver 29,424 lots.

It should nevér be forgotten that the taxation of improvements
ean cause destruction instead of eomstruction, and reduce the value
of land to zero. On the other hand the real value of land is the
amount people are willing to pay for its use this year, and the
collection of the whole of this amount will not prevent its use.

Tax arrears

The arrears of taxes carrieéd on the books of the munieipalities
mounted into millions of dollars. They started to accumulate even
before the erash in land-values in 1914, The figures are as follows: —

ARREARS OF TAXES

In Thousands of Dollars

Clity 1913 1916 1920
Vanecouver 1,171 5,340 5,370
Edmonton 1,082 5,250 5,279
Calgary 527 3,235 4,946
-Winnipeg 984 3,168 3,482
Saskatoon 692 1,002 1,223
Regina 193 612 425
Vietoria 261 520 223
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Effects of the World Depression

Be-g-i_nn;ing with 1929, the west siffered from the world-wide
depression. But, on top 0f that, ‘the prairie Provinees, particularly
Saskatehewan, the greatest wheat Provinee, had severe and continniﬁg
droughts with consequent crop failures. In Saskatchiewan there was
“outright and widespread destitution”. The area affected 4n that
one Province was equal to almost one-quarter of the improved farm
acreage of all Canada. Nearly half of the rural inhabitants of the
Province lived there. Tn spite of heavy Federal velief expenditures,
the per capita debt of the Province grew te the highest among all
the Provinees, with British Columbia second. In Manit_dba the burden
of relief was second only to that of Saskatchewan. Economically,
Alberta fared somewhat better. In spite of ruinously lew prices for
grains, Alberta succeeded, by imposing heavy taxes ‘on falling land-
values, in redueing its debt by 20 percent, a greater proportion than
any other Province.

British Columbia suffered from the loss of export markets for
forest, mine aid othier products, and was caught in the same general
depression as all other trading nations.

This digastrons period in ihe West started long before the
world-depresgion; it was intensified by c¢limatic vicissitudes such as
have mot been seen before or since in that avea, and it lasted practic-
ally for a ge_nera.t_ion. One must ‘take all this into dccount when
considering how ihe people fared during the period, their great
efforts to meet their obligations so far as they eould, and the come-
back which they have made sinee 1940.

{For the story of this Western depréssion, see pages 168-172,
Book 1, of the Royal Compiission on Domiiion-Provineial Relations).

Period 1l LAND VALUES RISE AGAIN.

Tand values started about 1940 to rise from their lowest level.
The rate of advance has been much imore orderly. than the first one,
with its fantastic rises within the four years which eénded in 1914.

This is a fact, although inflationary forces have been much stronger:

in the later period. It seems to prove that 1and values may be counted
on to make steéady increases on which those in ebarge of municipal
"budgeting may rely with every confidence.
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The increased values since 1940 are due to increasing popu-
lation; ‘to an increage in _prodm:_tion and trade at a greateér yaie than
the ‘population; to ‘the formatien of new families; to immigration;
to the decline of emigration from Canadaj and to inftation which,
ever gince 1983 as a matter of fact, has been decreaging the value of
the dollar. There has doubtless been some extra demand for “real-
estate” (land plus jmprovements) as a hedge against the declining
dollar. ’

Except for inflation, all of these factors are normal, especially
for a country such as Canada which has more land than people in
comparison with almost all of the rest of the world. An expanding
ecopomy should persist in Canada until the country has developed
very far beyond its present stage. Over the long period, there must
be inereasing demand for 1_and; and eonseql_le_ntly riging prices for
land, in Canada, The Chart on page 11 shows the rise from 1940 to
1952 in some typieal western cities. A continuation of the same trend
is, over the long term, certain,

Actions and Policies of Governments

Canada is a federation of Provimces. The Federal Government
appointed in 1937 a Royal Commission to enguire into Dominion-
Provincial Relations. The Commission produced ity report ‘in 1940
(_.(:Ommoni_y called. the Sirois Report). Tts findings have ever gince

guided Federal policy.

A major result of the Report was a _transfer of certain im-
portant tax fields from the Provinces to the Federal goverament.
Agreements have heen reached with nine Provinces {(Quebec to this
date has refused to accept such an agreement) by which the Federal
government took over succession duties except in Orntario and Que-
bee, and corporate and personal income faxes. In return, the Federal
government makes annual payments to the Preovineces based on various
formulae. One eftect 1s to equalize to some extent the disparities
in rélative natural wealth which exist between the Provinces.

These agreements deprived the Provinces of important direet
revenues to which they were accustomed. In spite of the fact that
quch revenues were replaced, more or Jess accurately, by Federal
grants which- were wiven in return, several Provinces felt the need
to make énquiries of “their own into the revenue relations between
them and their mumicipalities. i Aecordingly, British Columbia, Al-
perta, Saskatchewan and lastly Manitoba, in that order, set up
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Commissions to study these matters, These have reported, and some
of their recommendations have already been implemented Dby the
respective Legislatures. New Brunswick later set up a siniilar enquiry
and Ontario has one in process. This critique will be confined to the
reports of the four western Clommissions. '

There has been a trend towards closer Provineial supervision
of assessment practices with a view tewards standardization. Some
large cities, such as Toronto, have made complete new re-assessments,
chiefly because of the rise in values since 1940. In the course of
these, the valuations of old buildings, including old residences, have
been raised to accord with replacement costs. This is perbaps a
questioriable practice with very old buildings.

Throughout Candda the costs of education have inc¢reased to
a degree which causes growing econcern. LEdueation iy, Gnder the
B. N. A. Act, a Provincial regponsibility. Tn British Columbia
municipal eouncils are required by the Provineial government 1o levy
educational taxes at higher percentages of the building assessment
than are collected for other purposes of the municipality. In Alberta
school taxes are based on 100 per cent of the assessment,

Site-value Taxation vs. Taxation on “Real Estate”

The principal difference in taxation policies hetween Eastern
 and Western Canada is that buildings and other improvements now
enjoy a full or partial exemption in the West partieularly in the rural
sections. In Western Canada this is often called the Single Tax,
although that term is a misnomer. The imposition of site:-value tax-
ation is in reality mot the imposition of a tax; it is the collectiom,
by the ¢community, of the economic rent of land.

The economic rent of land is created first of all by geological
forces, and, secondly, by the growth of the whole community. It
could be applied to tive needs of one or more levels of govermment.
Ft has been noted that, in the days of the western boom in land values,
its collection in full would have produced revenues far bevond
municipal needs.

In Western Canada the taxation op land-values, and on im-
provements, to whatever extent these are assessed and taxed, is
primarily applied to the needs of the municipalities concerned, al-
though in some cages the Provincial governments take a share for
specific purposes. There is practically no use of revenues from land-
value taxation for Federal purposes.
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In Eastern Canada the almost universal system is to assess
improved land values, and similarly all buildings and improvements.
T_-l_lése valuations are added together, and the same mill-rate is ap-
plied to the sum to determine the amount of fhe taxes, hence it is
sometimes termed a composite tax. This system is algo called the
capital value system. This term may lead to some confusion be-
cause of the use of the term — unimproved capital value — for the
tax on land values only, which is used in Australia and New Zealand
to an increasing extent. Accordingly, the term “real-estate” will be
used here, which denotes the combination of improved land vdlues,
and the improvements thereon. Eastern Canada Is an example, there-

fore, of the general use of the system of taxing “redl-estate’.

When “real-estate” is faxed, there is discrimination against
the land-holder who improves his property, and in favor of the land-
holder who keeps, for example, vacant lots, or lots with improvements
which are too small in relation to the area and location. of the lot.

The system favors harmful speculation by encouraging the
holding of land out of use, at a relatively low tax cost, in the hope of
obtaining higher prices for it after the community has grown. Thus
{he owmers of vacant lots, or of lots with little improvements on
them, in the end pocket the unearned increment value which accrues
from the development and services of the whole community. Hyndreds
of millions of unearned dollirs by this means have gone into the
pockets of speculators to the vast detriment of those members of the

community whose work created the increased values.

Residential vs. Central Land Values

In the case of residential property the value of the land is
usually only a fraction of the value of the buildings upon it. When
such property is assessed on the “real-estate” baiis, the-bulk of fthe
taxes which the owner must pay is on the value -of his improvements.

“In éommercia'l and industrial properties the value of land more
nearly approximates the value of the- improvements. In many cases
the land value is the greater valué. Furthermore, snch buildings are
used in the production of wealth. There should be no taxes on the
produetion of wealth. “Real-estate” taxation imposes an uvndue pro-
portion of taxation on residential property, and a tax on production
in the case of commercial and industrial properties. Accordingly there
should be no tax on buildings and improvements in either case, but
a tax only on land, assessed at its unimproved value.




Tenants must pay more rent for housing ‘where the im-
provements are taxed. The proprietor of an old, outmoded, buildiig
ofi valusble and muy vetain guch a buiding becanse, due lto ob-
soleseence allowance, it iy assessed at a moderate value. Thus do
slums develop in every large city. The “real-estate” system gives a
bonus 1o the owner who retards the development of the commiunity.

, Under the site-value system of taxation, the tax is exactly the
gsame on two lots of equal area in simdlar locations, although one

may be highly improved and the other vacant. Land-owners there-

fore are encouraged to put their land te its highest and begt nse.
They have an impelling ‘fncentive because they will retain all the
income which the jmprovement can earn for them. There is a com-
munity saving in the cost of providing improvements such as streefs,
ete.; and many wasteful practices, such as the strefching out of the
transportation system past vacant areas, are avoided.

Site Value Assessment saves Municipalities Money

The mogt intricate and eostly assessments are required in
order to value correetly buildings and improvements. All such must
be measured in detail. Tf a business tax glso is imposed, and this is
frequent, another Set of ca}cul.l‘rlons may be necessary. All this adds
a great deal to mummpal expenses, to the cost of colleciing the
revenue. Mr. John A. Zangerle, past president of the National As-
sociation of Assessing Officers (U.8.A.) atates it in this way: —

“Gite valuation is far cheaper than the ecapital valuation of

land and buildings . .. Tt requires but a few employees to ap-

praise the land of a large c¢ity, Our large cities could no
doubt save several hundred thousand doans if thev appraised

land-values only... Other proeeésses involve mere “chance for
Cerror in the appral‘;ai of huildings, not involved in  site
valuation alone.” -

The cost of site valnation is about.enesixth the cost of
building wvaluations. Net only would more precise assessment be
obtained at less cost, but there can be no question that-there. would
be much less temptation to corruption, favoritism, and bribery. Land

is something which cannot be hidden. Equal lots, side by side; could -

not be assessed at different values.
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: Vq‘cq?ﬂ Lots

The eﬁect of vacant lots on civie Iihan(,il o w 45 preserled to
the Special Committee on Civie Jinanee in Xancom ér in 1940 by
Mr. K. 8. Woodwazrd, in the following terms: —

“Despite the existence of 120,000 parcels of Jand within the
city {Vancouver), and despite the fact that most of them ave
aheady serviced at enormous public expense, and that only
half of them are in use, private interests are marketing more
and still moreé sub- le’lSlOHS every vear. The taxpayers have
been warned that they must be prepared to imeu¥ more debt
in the construction of sewers, roads, etc. It seems that ne one
guestions the sanity and the pmpllety of an Jnang,unent
wlrich leaves tax-payers struggling with the cost of servieing
thousands of unused lots already available and at the same
fime imposing on thein further debt and higher taxes to service
still more lots.”

Western Canada’s Experience with the Site-value System

~ The western I'rovinces seized on the advantages of the site-
value system beeause of its greater theoretical control of land spec-
alation, and its simplieity for municipal financing, Mumnicipal
authorities could not foresee that the Tederal govérnment wonld
clamp down on further immigration, nor that World War I was
approaching. These events found most western communities over-ex-
tended, and in debt for prematirely built improvements. The Prov-
inces might have ghared in the site-value taxation revenues, but
not only did they fail to do so, they also borrowed large sums. The final
result was that, when the erash did come, more money was lost by the
ultimate land-owners than would have paid in cash for all the com-
munity services which were supplied.

Despite the debacle caused by excessive speculation fin land
(which even the small measure of site-value taxation must have
checked to some extent) -the wWestern Provinces still eling to the
principle of ‘substantial exemptions on jmprovemients. (ne thing ap-

~ pears to besproven by the era of speculation, namely, that site-value
‘taxation is an enormous. source of potential revenue. The munitipal-

ities would not have been able fo absorb all the -money which thlS
taxation would have produced:

[ 1) R




SITE-VALUE TAXATION IN OTHER PARTS OF THE WORLD

The  yarious enguiries on  Provineial-Municipal Relations
ignored the tax experience available from other parts of the world
which practiced the site-value system of taxation. None ol these four
Commisgsions diseussed adeguately the incidence of taxation, and the
effects of such incidence, although this is one of the most important
characteristics of all taxes.

Denmark has a Commission which is congidering the ap-
plieation of the revenue from site-value taxation to the needs of all
‘levels of government. This would be a 100 percent application of
the site-value method for financing all government services. It is not
necessary at first to determine whether sitevalue taxation will pro-
vide sufficient revenue for all government expenditure. The important
-point is that, watil all the econdmic rent of land has beén collected
in tawation, no other tawes need be imposed. ’

About the same time as Western Canada adopted site-value
taxation it was being introduced in Australia, New Zealand and later
in South Africa. In all these countries it has been a success and
its uge has increaged; only in Wesiern Canada ds it being chaltenged
and more especially by the Commissions whose findings are the
subject of this eritique. ' '

rWh_y have these other countries found it so stuecesstal that its
use is extending, while in Canada moves are being made to curtail
g e s T i A N :
'1t? May it not be that the Western Provinces are making ‘a mistake?

The main reason seems to he that in thege other couniries land-
speculation was better controlled. With the exception of a .period
in Australia’s .early history, land-speculation was not allowed to
Fun wild asg it did in Western Canada frem 1900 to 1914. A more
detailed  statement of the history of site-value taxation in other
countries would be useful. :

New Zealand ‘ )

Land speculation in the early 19th century. resulted in ‘the
growth of huge estates. Governor Qir George Gray uséd a land tax
for the purpose of breaking them .up. In the:- decade 1890-1900 site-
value .taxation was introduced, on an optional basis, and-spread be-
canse of general acceptance..The huge estates were finally, broken
up. Three systems are now in foree in New Zealand, the sitevalue
method being decidedly in the lead, as follows: —
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Method of Taxation * =

Category Numwber © - Site- “Real- -~ Asinual
of taming “of T walue gstate” " " rontal’
"t whits valie basis
Cities 13 10 — -3
Boroughs 121 83 18 18
Towns 47 22 21 - 4
Sounties 124 66 64 -
Totals 305 177 108 25

{New Zealand Year Book — 1951-1952.)

The 177 taxing authorities who mse the site-value system re-
present H8 percent of all the taxing authorities. In mosgt of these, there
iz total exemption of all buildings and improvements on the land.

(Since the foregoing table was compiled Clutha County has
adopted site-value rating.)

Tn addition to these local taxes, the Fedéral authority levies
a land-tax, with exemptions of NZ £ 500 on-all values up' to NZ
£ 2500. - :

Australie

The two States of Queensland and New South Wales (which
are similar in constitution to Canadian Provinces) levy taxation only
on sitevalues for municipal purposes, except that in Sydney and
NewCastle districts the Metropolitan Water and Sewerage Board levies
a rate on the annual rental value of land and improvements.

In Victorie, sitevalue taxation is optional. Twenty municipal-
ities and three shires (in Canada, Counties) have adopted it. These
20 include 16 ont of the 31 cities which comprise Metropolitan Mel-
bourne, althoungh not Melbourne itself. However, more than 30 per-
cent of the area of Metropolitan Melbourne ig under site value taxation.

'The optional basis obtains also in Sowuth Australig. The gite-
value system operates in six corporations of the Metropolitan area
of Adelaide, though not in Adelaide itself. It s in effect also in 9
other municipalities and in seven district council areas. - e
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In Western Austrelic the city of Albany aod the towns of
Bunbury and Midland Junetion levy rates on site-values. In the 127
Road Boards, local rating of site-values is applied universally. In 15
goldfield divisions of these Road Boards the site-value revenue is
supplemented by a tax on improvemenis; 15 districts rate on sife-
values only; and 89 road districts derive by far the larger part of their
revenues from site-values.

Canberra Federal Territory

Au_strali_a acquired, early in the century, about 708 square
miles as a Commonwealth capital area. Here land eannot be boxnght,
bot can be obtained by leasehold on payment of an annual rental.
Lecil government ievénue ig obtained by wsite:value taxation.

It should be kept in mind that in both Aunsiralia and New
Zealand taxes for education do not appear in Municipal budgets. They
are State expenditures.

U'r_g_ion of South Africa

 Maxation of site-value began here, about 1917. Of the 287 muni-

cipalities in the Union, 101 either exempt improvements entirély or -

levy a lower rate on them, Of these 23 exempt buildings entirely.
Johannesburg (population 800,000, the largest c¢ity in the Union),
and Bloemfontéin exempt buildings entirely. Tn Durban, and in-the
eapital, Pretoria, improvements are taxed lightly. In the Provinece of
Cape of Good Hope, onky 6 out of :146 municipalities rate on site-
values, $hiis’ being the lowest ratio-in the Union.

2

Other Brmsh Afrlccm Possessions.

In Rhodesm, Keiiya and Tanganmka the site- value system
is ased-in Varymg degrees : :

Uniited Stqies of Amerlcu

-In Pennsylvania, the cities of Pl’rtsburg and Seranfon mltmted
< in 1917 a system whereby the exemptions on 1mp10vem_ents which
had formerly been taxed .at 100 percent, were. inereased- by degrees
to 50 percent where they remained for many years:hbecauseof State

laws. T 1951 the Legislature extended similar powers, on an: optmnal .

basis, to the 47 cities desighated:as. in the third :élass.:

—F

Penmisirk

More success has been achieved here than in any other country
of Continental Europe. In 1916, a general valuation of the land
was made based on selling velues apart from improvements. Frequent
revisions followed, and now revaluations are made every fifth year.

Under the Act of 1922 g small and aniform national tax is
levied annunally on the value of all landholdings, urban and rural. A
congiderable proportion of the revenues of the counties and parishes
(and some part of horongh revenies) is derived from this source. .

A 1926 Act applied land value taxation for local public revenues,
thereby reducing to a lower percentage the tax on buildings and im-
provements. In the country districts the average level of the local
taxes on land values now stands at more than 3 per centi. of the
selling values, making possible a big reduction in local taxes on
impfovemen‘ts and personal incomes..

In the towns the local land value tax is not so high as in the
country. In Copenhagen it is nearly one per cent of the selling values
{equal to about onefifth of the yvearly values.)




'CRITIQUES ON
PROVINCIAL - MUNICIPAL
RELATIONS INQUIRIES

The first Inquiry was that of British Columbia. Me. H. Carl
Groldenberg, a Montreal lawyer-economist, was appointed a sole Royal
Coinmissioner in February 1946 and 'fend_ere'd his report in J anuary
1947. He ‘was earlier retained by the Rowell-Sirois Commisgion in its
Dominion-Provincial Relatipns surveys. Mr. Goldenberg enjoys con-
giderable repute in Provincial Investigations and in Capital-Labor
relations.

The Roydl Commisgioner found that theie were 99 municipal-
ities in British Columbia, which for onr purposes fall into the follow-
ing groups. ’

Exempting ITmprovements altogether 2
Improvements taxed 25% or less 3
Impirovements taxed 309, to 45% 10
Improvements taxed 509, 62

Improvements taxed over 50% to 65% (ceiling) 22

Uniform exempfiohs recommended — not upp_rdve'd

The Commissioner’s judgment was that the existing Assessment
Aects should be repealed, and ‘that taxation on iinprovéments ghould
he made a wmiform 756 peréent, which meant that the exemption on
buildings would be a uniform 25 per cent. This recommendation, if
adopted, would have abolished the right of municipalities to set their
own taxation anid -zemptions.

The Commissioner’s recommendation was not, however, im-
plemenied by the Legislature, which deecided that munitipalities
shoild retain the right to determine their own rate of taxation and
exemption. But the maximum ceiling at which buildings could be
taxed was raised from 65 per cent to 75 per cent.

g

Business Tax _Prop_qsuji approved

The Commissioner noted further that British Columbia. unlike

niost of the other provinces, had no “Business Tax”: so he proceeded
P » 5 Iy

to remove fthat “reproach” and British Columbia levied its first
business tax in 1948, apparesitly on a voluntary basis. Mr. Goldenberg
defined the business tax as follows :
“The most common form of taxation in Canadian munieipalities,
apart from ‘the fax on real estdte, is the busginess tax. It is a
tax onh the occupier of premises used for cdrrying on any
business, trade, profession or other occupafion, except agri-
'c_ulture_, and _is .im_pos_eﬂ it all the Prov‘ine_es, except British
Columbig gnd Prinece Edward Ysland.” (p. 73)
Note that the Commissioner says that this is a tax on the
“oceupier of premises” ie. another tax on production.

Abuse of assessment practices disapproved

The Commissioner remarked upon evidences of “poor assessment
practices and inefficient tax administration;” on which he enlarged
as follows:

“Although the law requires that assessment be based on “aetual

value?, it has been adwitted ... by a number of municipalities

that they have not reassessed real estate for periods of inore
than ten, twenty, or even thirty years! In effect, in many cases,
the assessor merely copies the figures frem ithe preceding a8-
sessment Toll year after year. Im other instances, where the

-assessor attempts to approximate “actual value”, he is subject

to restraint by the council when the result of hlS efforts would

be an increage of assessments” (p. 62)

Since all systems of real estate taxation depend upon fair dnd
just. assessment, widespread practice of the kind described ahbove
would reduce to chiaos any system in which it occurred.

Misunderstands site value taxation

But preleminently apparent in Commissioner Goldenberg’s

report are ‘his own misapprehensions of what the smite value system

implies. He speaks of the “nflation in land values” when Single
Tax principles were first applied, and testifies that the “appreciation
of these values alone yielded all the revenues required by mu-
nicipalities.” He goes on: “In these circumstances, improvements
were gradually exempted and the burden of tawation was intended

Ji‘o be borne by the land speculator and abisentee owner” (p. 58)




Here is given, in the dtalicized words, the first of the misap-
prehengions referred to. The propenents of Site value taxation had
no such expectation; all they anticipated was that the burden of
taxation would be borne b_y Tand values. The great bulk of the land
values of any mun_icipality is to be found in the commercial and
fingricial districts, such areas as Wall Street, the Loop district of
Chicago, the square mile of London known as The Qity, Hastings
and Granville Streets in Vancouver, Jasper Avenue in Edmonton,
Portage Avenue in Winnipeg, St. James Street in Montreal, ete.
and in the main streets of small towns. In such centres are fo be
found the great aggregations of land values, but they are definitely
not the preserves of the “land speculator and absentee owner.” The
advocates of Site vialue taxation expected that the reservoirs of land
valaes would carry the bulk ¢f the taxes, as indeed they do, under
either the gite value system or the “Real Estate” system. The great
difference is that under the site value system it is the land, not the
buildings, that is taxed and these areas pay a gireater proportion of
the total tax than under the “real estate” system.

Stability of assessments

The Commisgioner further says:

#The experience of British Columbia and of the other Western
Provinces has shown that on fiscal grounds alone the exémption
of improvements is unsatlsfactorv Liand has proved to be an
ungtable basis for taxation since it is subgect to a high degree

of inflation when the demand tor real estate is grreat, and to a

rapid deflation when the demand fails.” (p. 68)

The statement of faet is true so far as it goes. But it does not
go far enough: The experience of Western Canada at that time is
not the norm by which to judge the stability or instability of land
valies, Western Canada then was in the throes of an orgy of land
gpeculation, Communities borrowed vast sums to finance develop-
ments or extensions that never materialized — they gambled and lost.
To blame this gambling fever on site value taxation is dbsurd.

‘Lend not a “narrow” base

The Commissioner continues:

“The argument that the exemption of improvements stimulates
building and pepalizes the land speculator may have merit in
the period of early development of a communlfv, but-is not as

B e

applicable to the later period when the community has been
substantially developed. Some of the eifects of exempiting im-
provements are: {1} To restrict the tax base to the marrow
and unstable base which may have satisfied the requirements
of the community in its eall} smges but which cannot satisfy
it in its moré developed stage.”

Here Commissioner Goldenberg assumes the thing which has
to be proved. His conclusion that it wounld not satisfy a “substantially
developed” community is necessary to his conviction that site value
is a “parrow lLiase”, and that land is an ‘“‘unstable base”. In other
words, the wish is father to the thought. Under mormal conditions
land valnes are a stable base; and under mogt conditions they reflect,
fairly accurately, the development of the community. As regards the
narrowness of the base, even the Report of the Royal Commission on
Dominion-Previncial Relations, on which Mr. Goldenberg assisted,
recommended the elimination of many taxes, especially those which
enter into costs, and greater dependence on the corporate and in-
come tax, which is a tendeney to a narrower tax base. It is the
economic effect of a tax that counts, not its breadth or narrowness.

Exemption of improvements not a “subsidy”

In the next paragraph of his report Commissioner Goldenber
réally goes to town in drawing wrong conclusions, He says that the
effect of exempting improvements in developed communities is:

“(ii) To subsidize the holders of large improvel properties,

commercial, industrial, and residential, whe in most instances

Lave greater tax paying ecapacity tham the owners of smaller

properties or of unimproved lands, and whose properties require

more munieipal services than do other properties.”

No one trdined in the technique of site value taxation would
be guilty of lumping together commercial, industrial, and residential
property and vacant lots, as the Ceminissioner has done in this
paragraph; consequently we have to break down this sub-section to
analyse it. But first a few comments upon the general temor of the
paragraph. Sinee the purpose of site value taxation is to change the
jncidence of taxation from improvements to land, it is absurd to term
the relieving of imiprovements {rom taxation as a “subsidy.” In pure
site value taxation bhoth commercial and residential real estate benefit
equally from the exempting of improvements and the levying of taxes
on &ite values only. The site value system eliminates abuses that
are inherent in the “real estate” system.




Here are some examples of c¢ities which have removed all
taxation from improvements and imposed it on land values:

Sydney, Australia: (population about 1.5 million), made the taxation
of site values mandatory in 1916. On August 16, 1938, the Town
Clerk wrote:
“T'he adoption of this system by the council had the effect of
considerably inereasing the rates payable in the centre sections

of the ¢ity, where land was most valuable, while in the resid-
ential sections or outer wards it had the reverse effect.”

Johannesburg, South Africa (population about 840,000}, reports in a
letter dated July 21, 1938, from its City Treasurer:
#Tt is found in Johannesburg that two-thirds of the rate -
come is conmtrituted by the cenfral commercial areas of the

¢ity ... only one third is borne directly by the residential
areas.”

‘Wellington, capital -of New Zealand: (population 220,000). In an
enquiry for the kInt'.ernational Regearch Committee on Real ISstate
Taxation, the researcher, H. Bronson Cowan, reported in October,
1942:
“That 71.57 per cent of the unimproved land values are com-
centrated in thé two comparatively small business areas of the
city, and only 28.43 per cent in the suburban residential areas.
Thus this commeicial section pays 7157 per cent of the total
municipal rates, leaving only 28.43 per cent to be paid by the
suburban areas. »

These three instances of cities which have changed from the
composite system. (a system somewhat similar to that used in Eastern
Canada) to the site value system, show that the change raised the
proportien of taxes collected: from the commercial and industrial
seciions and lowered that collected from the residential sections.
Can that be called a subsidy to “the holders of large improved pro-
perties, commercial, industrial” ? Commissioner Goldenberg has evid-
ently been misinformed, for where the site value system is in effect
the facts show that there is 1o such subsidy as the compos1te system
gives to the valuable commercial centres of cities.

Residential vs. Commercial Taxation

- Mr. Goldenberg gupplies the justification for not subs‘idising
commercial and industrial sections when he states that they “have
greater tax-paying capacity than the owners of smaller properties or
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of unimproved lands” and that “their properties Tequire more mu-
nicipal service than do -other properties” It is precisely because their
properties receive more municipal service that their lind vilues ate
high, for land vialues reflect the measure of publie services conferred
on sites.

Specifically, however, Commissioner Goldenberg’s reference iz
to “large improved residential properties,” presumably apariments.
Under the site value system taxes on real estate are levied only on
the value of the sites. Ordinarily districts containing large apartment
houses are distriets of higher site values than those composed of
average small homes. Hence the site owner in the apartment house
distriet will pay higher taxes per unit of aréa than the gite owner
in the latter district. The big difference between commercial and
residential sites is that generally the assessed value of commercial
buildings and improvements bears a much smaller ratio to the value
of the site than residential ones. Under the composite system the
jmprovement assessment carries the bulk of the tax load, so the
better the dwelling the more the houseowner has to pay thus relieving
the commercial and industrial owner of a porfion of his just taxes.

Wrong coriclusions

I{ is evident from a reading of the report that M¥. Goldenberg
sensed that somebody, somewhere, was being subsidised but not know-
ing the tacts he gunessed, ard guessed wrong every time, He claims
that the site value system gives a subsidy — wrong. He implies that
the site value sysiem subsidizes “unimproved lands” — wrong again.
The site value system taxes unimproved lands on the same basis as im-
proved lands — on their site value. How then ean there be any
subsidy here? The facts are that it is the capital value system that
subsidizes unimproved land and penalizes the improver of land. '

Commissioner Goldenberg cites several specific cages to il-
lustrate his arguments. But seeing that his general theory iz fund:
amentally unsound it has not been thonght necessary in this study te
digcuss the validity of his illustrations.

2. ALBERTA — Commissioner J. W. Judge

Mr. J. W. Judge, Deputy Minister of Municipal Affairs of Al
berta, was appointed a gole Royal Commissioner by Alberta in 1947. He
rendered his report early in 1948,
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Commissioner Judge found that there were T eities, 534 towns,
and 134 villages as well aa 38 Municipal Districts and 60 Improvement
Districts in Alberta. ¥or our purposes they may be classified as in the
following tables.

Cities
Improvements taxed 2
32 2 j_
M » 2
” LA 1
Business Improvements taxed 1
Residential Buildings taxed .o BO9, T
7
Towns
ITmprovements taxed SOOI | /AU 5
» b
” B —————- T09, s 1
” T T v 3
» T i vreeerscen e nn s BT, e 4
” T e 83T s, 1
” T e et 90 ceveemeemrereceeirsieniees 1
i LRIV SURUPUUOUROUURS |11 1A OR PR 14
Villages
Improvements taxed ... NIl i 4
» ? - BOY, teveeeeeremmerienenaee L
2o - o BBG e 1
” T e 0028 e 45
i T st s TB5T worersrersnesnsessassnsansecas 2
7 T rrinnenensenninienees 90T s 1
” » TOO%, oo 80

134

The 58 Munidipal Districts and the 60 Improvement Districts

were provided by’ statuté “with an exémption ‘on improvements of -

one-third. -
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Recommands taxing improvements 1007

In his historical statement the Commissioner says:

“Very soon after the organization of the Province the tendency
towards single tax, or tax upen land values only, became more
marked. The Provincial Governments enrcouraged this tendeucy
by readily acceding to any amendments to charters or Acts
designed to ecarry the mumicipalities towards a tax on land
only. The influence of taxing land values is still apparent, as
witness the exemption from taxation in almost all municipal-
ities of a portion of the full value of buildings and im-
provements.” (p. 28)

Despite this evidence of the preference of the West for the
exemption of improvements from taxation Commissioner Judge in hisg
“Qummary of Recommendations™ Jists as No. 3: (p. 90)

“Provides for the assessment and taxation of ail buildings and
improvements at full value in all municipalities.”

- Commissioner Addresses Municipalifies Union

It is evident that the Commissioner does not favour diseriminat-
ing between land values and building values. In his report he does
not diseuss all phases of the incidence of taxation and much of
what he omits relates more pertinently to it than what he includes.
And this, the incidencc of taxation, is the crucial question. Ile
continually refers to the “real property tax” as if there is no dis-
tinetion between the land factor of real estate (which is the provision
of nature} and the improvement faetor which igs the work of man.
Speaking in support of his report before the 44th Annual Convention
of the Union of Alberta Munieipalities, Mr. .Judge said: (p. 45)

“Under the municipal ordinances of 1838 [before the Province
of Alberta was set up] all buildings and improvements were
assessed at full value. The municipality had authority then to
levy income tax too, but as speculation in land developed when
the province was formed it was considered good business to
exempt the improvements and earry om taxing oun land only.
The first trouble they had with that came after the first war.
Then BEdmonton was authorized to pass a hylaw calling for
assessment of buildings and improvements at 259, of their full
value. It has gone up to 60%, on business buildings and 50'%
on residences. It always seemed incongruocus to me that you
should go to work and appraise buildings and after deter-
mining ihe value say: I will take any vaiue. We are the only
ones in Canada West of the Great Lakes that assess a portion
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of the value of the building ... We have been gffecied here Dy

.the single fox. {(ltalies ours) They are all fictitious values
anyhow. I don’t believe an assessment on buildings at 1009,
will have any effect on whether a mwan builds a good home or
a bad one... I think I recommended, and of course that is
only my opinion, that all municipalities, cities included, be
assessed at 10097

Tt will be notfed that, despite the fact that the site value system
{or the single tax system as it is called here) has worked very well
abroad, and the whole Canadian West practiced it in varying de-
grees, and that especially Calgary and Edmeonton of all Western cities
suffered the most from inflated and subsequently deflated land values,
the Commissioner’s opinion is that Alberta only “was affected” by it.
This is very casual treatment indeed of the quarter-century of declining
land values which resulted from the land speculation he mentions.
Tt was pointed out to the Commissioner that his statement that Alberta
was the only province west of the Great Lakes that assessed only a
portion of the value of buildings was incorrect, thal every Western
Province was granting varying exemptions on buildings; but he never
acknowledged receipt of the information.

Commissioner favors taxing land and improvements uniformly

To retiirn to the Commissioner’s Report, however, in it he sets
out statistically the situation of the cities and fowns given in our
tables and does not discuss them further. (p. 40) But in referring to
the category of villages, he says: (p, 41)

“The assessment and taxation of land at its actual value and
buildings and improvements at a percentage of the actual value
does not appear consistent. The Commission is of the opinion
that a fair and equitable assessment can be better determined
when such assessment is based on the actual value of the land
and buildings or when it is based on land values only than
when a partial exemption of the actual value of buildings and
improvements is provided and it so recommends.”

For Municipal Disiricts and Improvement Districts, the Com-
misgioner repeats the foregoing reason, omitting the clause “or when
it is based on land values only”, and adds this sentence:

“The Commission recommends that the assessment and taxation
of all assessable real property in rural munieipalities be on the
bagis of the actual valoe of the land togéther with the actual
value of the bunildings and improvements.”
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Is there not a conflict between the recommendations concern-
ing Villages and that which concerns rural municipalities? The Vil-
lages recommendation has an “either/or” while that for rural
municipalities has only straight wniformity.

There would seem to be little validity in these recommend-
ations. Begides being incongisfent in themselves, the facts of the
actual practice of the separate assessment and taxation of land and
buildings, not only in Alberta itself and the Canadian West but in
other countries, contradicts the Commissioner’s opinions.

Legislature confines exemption only to cities

The recommendations of the Commissioner for taxation of land
or of improvements in all categories at 100 per cent went to the
legislature, and in due course the following enactments were made:

CITIES: From January 1st, 1952, all assessments of land must
be at 100 per cent; and 60 per cent of all building assessments. This
represents a uniform exemption on buildings of 40 per cent. The cities,
therefore, lose their former right to decide their own exemptions.

TOWNR, VILLAGES, MUNICIPAL DISTRICTS and IM-
PROVEMENT DISTRICTS : From January 1st, 1951, land and build-
ings are now uniformly assessed 100 per cent. Towns and villages
thereby lose their former right to decide their own faxation and
exemptions; and the Municipal and Improvement Districts lose théir
former statutory exemption of 3314 per cemt.

The four villages which had exempted improvements entirely
— Milk River, Sangudo, Coaldale and Gull Lake — became unable
to grant exemptions. With all categories but cities now subject to
100 per cent of taxation on both land and improvements, the house-
owner will pay more for his house in his annpal fax bill and con-
versely the commercial and industrial owner will pay less to the
extent of the large proportion of taxes which will be paid by house-
owners. Similarly in cities with reduction in the amount of exemption
on buildings, houseowners will pay more and commercial owners less.

The dilemma of Boﬁden, Alta,

In the proceedings of the 44th annual convention of the Union
of Alberta Municipalities, already quoted, there is an illuminating
regolution which illustrates the effect of the action of the Legislature
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in abolishing the ¥ight of municipalities te determine their own scale
of taxation and exemption on land and improvements, The resolution
was from the Village of Bowden, No, 6, and it reads: (p. 33)

“WH’EREAS the Tewn and S/-ﬂlage Act provides for the ac
quiring of properfy by expropriation for reereation, cemetery,
and nuisance grounds, but not for regidential purposes;

AND WHEREAS many towns and villages are unable to obtain
building property for residences on aceount of owners of farm
lands refusing to sell or subdivide, or demanding eéxorbitant
prices, and t‘h‘ér_e‘by hindering :n_atur'afl expansion of those towns
or villages,

THEREFORE BE IT RESOLVED {hat this convention ask
the Provineial Government to amend the Town and Village Act
to give towns and villages power to expropriate lands adjacent
to urban centrey, so that land can be made available for the
boilding of resl_dence_s or bhusinesy establishments.”

This is a reveiling ecommentary upon the eurrent fever of land
specutation in Albérta. Fhe resolution proposes expropriation as the
remedy for the holding of land for exorbitant prices, but if the com-
minnities had retained their right to exempt improvements and thereby
increase the tax on land values expropriation would bave been un-
necessary. The taxing of site values ohly, making the owner pay as
mupch tax on an mainiproved lot as he woilld en an improved one,
or taxing land at its full value for its best or better use, would
discourage the withholding of land from wuse, or from its best use,
curh gpeculation, and provide the municipalities with a sound means
of obtaining at fair prices the land needed for expansion.

The current oil boom in Alberta has accentuated the need for
some means of controlling laid speculatmn and preventing the with-

-ho]dmg of land from its best use now, i the hope of getting hIgher

prices later, or for any other reason. In our opinion site value taxation
provides the best and watural way of doing this.

A giff to landowners”

In discussing the equity of taxes on land and on property
Commigsioner Judge says: “The incidenee of a tax on land then tends
to be on ‘the owner,” which is, of course, correct. He continues, ap-
parently on the supposition that someone had made 1ep1esenta,t10ns

that land taxes be repealed: (p. 37-38) -

-

“However, it should be neted that many owners bought their
land wnh ‘the expectatlon that the tax on land would econtinue
to be levied. Tt is perhaps trite to repeat here the argumeit
that the repeal of the land tax would amount to a gift to

landowners.”

- Commissioner Judge’s conclusion is quite sound. But a tax on

improvements is but another way of making a “gift to landowners”,

for whatever tax is levied on improvements tends to reduce the tax
that would otherwise fall on land.

Qil leases and royalties

. Although not dir¢étly germane to the Judge Report, some com-
mendation may be made regaldmg Alberta’s agsertion of the pubhc
rights in leages and royaliies on its petroleum and natural gas
lands. I_n 1945-46 Alberta was receiving only $964,549 from this mouce,
but in 194849 the revenue began to grow until it is estimated that
the province’s income from this source in the fiscal year 1952-53 will
represent 29.84 per eent of the whole provincial budget. The figures
are:

Miscal Fees amil Royaltics -~ Puichise Price

years Rentels for Leases Total
1948-49 2.353,068 - 1,183,673 8,911,803 13,618,440
194950 6,251,852 8 611,118 23,231,448 33,094,419
1950-51 9,772,991 5,189,992 29,080,632 44,043,616
195152 15,328,599 11,038,089 13,211,288 . 39,577,978

Please note that it is the Province, not the municipalifies, that
gets these reévenues. What the municipalities will get depends upon
what the Province grants them. At present, the Province seems to
favour using this revenue to wipe out the provincial debt, but eiv
cumstances will be the determiving faetor,

3. SASKATCHEWAN — Committee on Provincial-Municipal Relations

Following the esample of the two provinces further west,
Saskatchewan, in 1948, appointed a committee of three; Prof. G. B,
Britnell, head of the Depariment of Hconomics and Political Science;
Dr. T. C. Cronkite, Dean of the College of Law, bhoth of the University




of Saskatchewan; and Mr. Louis Jacobs, F.C.A,, Director of Municipal
Auditing and Accounting of the Province, to consider fiscal relations
between the Province and its municipalities. This Commiftee reported
under date of October 16, 1950.

When the Committee entered upon its work it found that Saskat-
chewan’s cities, towns, villages, rural muniecipalities and local im-
provement districts exempted improvements considerably from fax-
ation. This praetice ranged from Regina’s exemption of 70 per cent
to the general exemption of 40 per cent of the other seven cities.
In towns and villages the general exemption was likewise 40 per cent,
but in rural municipalities buildings and improvements were almost
totally exempi and the taxation of land values was “almost the sole
revenne source” (p. 17)

From the standpoint of site value taxation, this situation was
not go satisfactory as that which prevailed in 1914, when Saskatoon
exempted improvements 75 per cent; Regina, North Battleford and
Weyburn 70 per cent; Prince Albert and Swift Current 85 per cent;
Moose Jaw 35 per cent; and “about one-quarter of the villages”
(p. 17) exempted improvements more than 40 per cent and were
permitted by the then existing laws of the Province to exempt im-
provements entirvely if the voters so desired. Around 1915, the land
speculation boom burst and Saskatchewan, along with the other
Western provinces, thought it necessary to increase the taxation om
buildings and improvements, except in the case of Regina, whose
exemption has remained at 70 per cent sizice 1914,

Real property not overtaxed

After a quarter of a century of declining land values (from
1915 to 1940) land values began to rise and they have been rising
ever since. The Committee made a very important finding when it
stated: (p. 5)

“The allegations that the municipalities are over-burdened and
that lamd is overtaxed have been examined with great care.
The result of the investigation has been something of a surprise
to the Committee for it has been found that in no sense can it
be said that real property in the average municipality is being
overtaxed either absolutely or relatively, under present condi-
tions. It is very doubtful if the tax burden on real property
has been lighter at any period during the last three decades than
at the present time.”

T S

Yet, despite this favorable economic finding, the Committee
brought in Recommendation No. 8: “That legislation be enacted
making all urban improvements assessable at full value for taxation
purposes.” It implies by the words “urban improvements” that cities,
towns and villages should tax land and buildings equally at 100 per
cent. but does not suggest that rural municipalities ghould do so.
Indeed, it recognizes that the exemption of farm buildings from
taxation is too deeply ingrained in the nature of the Saskatchewan
farm-owner to warrant taxafion. The Report does hint that “farm
buildings” could be included in the tax base as well as “personal
property” such as “farm equipment”, but it adds significantly “But
this practice has never been adopted in rural Saskatchewan.” (p. 92).
In the same paragraph the Report states:

“It is understandable. therefore, that land should be the chief
basis of taxation, and indeed virtually the only basis, for taxa-
tion in rural municipalities.”

The Committee adds that:

“rural municipalities, as a matter of necessity, must rely almost
entirely on taxation of land to provide revenue for essential
gervices. (p. 101).”

The words “matter of necessity” are questionable in fhis con-
nection. Site values are indeed the natural base on which taxation
should rest and it i a question whether, in recommending the taxation
of improvements in urban centres on the same basis as site values,
the Coramittee has not misjudged things completely.

Commiftee urges lumping together land and buildings

The Committee further urged that land and building assess-
ments should be lumped together and reported in one sum as Teal
property. On p. 98 it says:

“The practice of assessing land and improvements separafely,
the former at full value, can surely be nothing other than a
gurvival of single tax theories. We can see nothing to comimend
the practice. Neither in law nor in ecommercial transactions is
the building separated from the land. Tt is certainly true, more-
over, that land rarely has a commercial value in use until it is
improved and that most taxes are paid from income, directly
or indirectly.”
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Coming frem a Committee, one of Whose members iz a Dean
of Law, this is rather specious reasoning. Insofar as separition of
Jand assessments from building ausessmerits is concerned, the usual
praeiice on this Continent js to show the land and building assess-
ment separately. Ag a matter of practicality it is only necessary to
asgess site values,

On the same page the Committee says: “Assessment of the
puilding separately from the land, coupled with the use of the cubic
content method, yields, in our submission, a very unreliable estimate
of value.” ‘

Separation of land and buildings urged confinued

Tn making these, among other, representations, the Commitiee
reckoned without the benefit of a rather infiuential body, viz., the
Saskatchewan Assessors Conference. In June, 1951, this body went
on record, rather pointedly, as follows:

Moved by Mr. Rintoul (Moose Jaw) and seconded by Mr.
Hrenewich iMelfort): That we are opposed to the suggestion
contained on page 98 of the Report that

1st — Land and Buildings be assessed as a unit;

2nd —- That the :'me_thod of agsesging buildings by the cube rate

be digpensed with; _

3rd — that buildings be assessed at 1009 of fair value.

The Chairman of the Convention, Mr. R. B. Wells, City Assessor
of Regina, in a memorandum, cites the chaotic eonditions that would
e¢merge if Jand and buildings were lumped together for assessment
purposes and objects, on fechnical grounds, to the Committee’s sug-
gestion regarding the discarding of the cubic foot principle. Further-
more, he opiried that the theory of site valuation eonld not be “brushed
oft” so lightly as the Committee tries to do; that the widespread
practice of site value taxation is something that thinking men conld
not but ohserve with sympathy.

A year later, on June 1921, 1952, the Saskatchewan irban
Munieipalities Association met in Estevan and after a detailed and
technical recital of the points already dealt with by the ‘A gsesgorg’
Conference, passed the following: )

1. That the present method of assessment is the most satistaci-

ory method for the public appraisal of urban properties, and

being used in most places in Canada and the United States,
shounld be continmed in this Province.
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~ 2. That assessing improvements in-nrban municipalities at not

- more than sixty per cent of their value is. justified and should

. be.continned,

8. That the suggested change at t’he:pr-esent time would Tead
to considerable dissatisfaction and is not justified in the pre-
genf eireiimstances.

_ Evidently the two municipal bodies guoted above do not coneur
in the Committee’s proposals. Some of the Recommendations of the
Raskatchewan Comuiittee have been implemented by the Legislature,
put it has not, so far, implemented the recommendation that land
and improvements alike should be assessed and taxed at 100 per cent.

Di':sqre'diiing land value taxation

One of the obvious things in the Committee’s Report, as has
been pointed out, was the effort to discredit the theory and practice
of site value taxation, or the Single Tax as it is commonly referred
to-in Western Canada. The Comimittes seems to know nothing about
the practice of site value taxation in other parts of the world, or of
the economic importance of that gystem . when 1i comes to the recovery
of the unearned increment-of lahd valaes for the public {reasury, for
riowhere in the Report does that-aspeet of the problem receive any dis-
cussion. (Detailed mention of the widespread practice 'of gite value
taxation is made in the Introduction to. these -Critiques.)

In order to sample the thinking of the Committee the following
extracts from the Report are eited:

“While it is not surprising to find that land taxation has al-
ways been and still is almost the sole revenne source of raral
municipalities, the course of urban faxation in Saskatechewan
hag been more varied. Reference was made above to the “single
tax” features of territorial legislation —. [meaning the North
West Territories prior to 1905 when Alberia and Baskaichewan
were carved out of the Territories and made separite provin-
ces] — which were continued after 1905. In the period im-
miedjately preceding the First World War many arban uwnits
in Saskatchewan went far toward applying this policy of con-
. -centrating all taxation upon land. Business.and other taxes
were repealed and buildings were eifher entirely or partially
‘exémpted. At the peak of the “single tax fever” in 1913, about
- ~gnequarter of the viltages and some of the téwns had adopted
“«gome Térm of the plan.  Since then temporary finaneial strin-
gencies and steadily increasing demands for revenue have
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compelled a move towards broadening the tax base. Assessments
upon buildings and improvements adre now at 60 per cent of
value in all fowns and villages and im most of the cities. In
1943 the Urban Assessment Committee after a thorough study
recommended that this remnant of single tax theor_ies_ be re-
moved and that buildings be reassessed at 100 per cent of value.
Thus far no action has been taken. (p. 17}

The Urban Assessment Committee should not be confused with
the Urban Municipalities Association already quoted. The excerpt
quoted above is rather striking testimony to the foothold that site
value taxation attained in Saskatchewan. The adoption of site valne
taxation by the whole of Western Canada cannot be correctly diag-
nosed as a “fever” — the Committee would be more correct to use
that word to describe the mania for land speculdtion that obsessed
g0 many Westerners prior to the bursting of the land boom. Nor
would it be in good taste to term the adoption of gite value taxation
by other parts of the Commonwealth as a “fever” either.

The term “remnant of single tax theories” is hardly a happy
expression, but it may serve as a museum specimen for economists
of the present and futire generations to marvel at. As to the
“proadening of the tax base”, that is the current jargon of econpomists
who kiow little of the theory of site value taxation. Lf the present
sitnation of taxation in Canada in all spheres of government is any
criterion, who knows where the conception of “broadening” is going
to lead? Most of our present federal taxes were pronounced bad
economieaily by the Royal Commission on Dominion-Provincial Re-
lations, yet we have these bad taxes which enter inte costs more
prolifieally than ever. The virtue of a fax is not ity broadmess or
parrowness, but whether it. accomplishes its economic purpose and
site value taxation does this primarily by not taxing the products
of labotir and secondarily by diverting the unearned inerement of
land values into the publie treasiiries. No other tax accomplishes like
purposes so well and with so little cost.

Furthermore, the increasing practice of site value taxation else-
where in the Commonwealth refutes the aspersions cast mpon it by
the Baskatehewan Commiittee. Moreover, the separation of land from
improvements — not lumping them together — for taxation purposes
has been advocated by various conferences of Canadian statisticians
at-Ottawa and six provinees out of ten have been msing thiz method,
five of them for half a century or more.

Restriction of site value taxation to municipal field disapproved

Another tecommendition of the Committee is No. § of their
Report: “That the Public Revenues Act be repealed, and that, as a
matter of policy, the real property tax field be considered henceforth
as belonging exclusivély to the municipalities.” In another part of
it& Report it says: “The principle that the real estate fax fleld should
be considered as belonging to the municipalities exclusively in prac-
tice iy pretty well conceded in Canada.”

The Public Revenues Act included the former Wild Lands Act
and othérs, and Wild Lands taxes represented an endeavor, on the
part of the Province, to recapture some of the unearned increment for
the provincial treasury, In this it aimed at a worthy purpose. The
Saskatchewan Legislature has unforfunafely recently implemented
this recommendation by repealing the Public Revenues Act, and, by
so doing, gives the impression that land speculation no longer
operates, — a questionable conclusion.

But the recommendation that the real property tax field should
be reserved exclusively to the municipalities requires discussion. When
the Dominion-Provineial Relations Royal Commisgion drew up its
Report in 1940 it included this provision: “The Dominion, while
retaining its unlimited taxing powers, would recogunize an-obligation
to respect the remaining revenue sources of the Provinces.” {Rowell-
Sirois Report, Book 2, p. 86)

The important clause here iz “while retaining its unlimited
taxing powers”, Although it temporarily undertikes fo respect the
revenue sources of the provinceg, the federal authority does not for-
ever tie its own hands and the way is still open for it fo resume its
unlimited taxing powers, should a succeeding administration feel that

it i in the public interest to do so. If the federal authority were

to miake a permanent cast-iron arrangement of this abrogation of
taxing powers if would be a foolish undertaking, for no government
should abdicate itz taxing powers. Were it to do this the federal
authority would inhibit itself from doing what New Zealand has
done. In addition to its extensive use of land value taxation in local
government, for at least half a century it has had in effect a national
Graduated Land Tax Act. The federal authority in Awustralia also
had in effect for many years the Commonwealth Land Act under
which it imposed and collected site value faxes. In 1952, however,
against Labour objections, the Menzies government repealed this Aect.
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However the doctrine that gite value taxation should apply only to
the municipal figld may not always be held by Cdnadlan palha,mcnta.ry
bodies, :

4. MANITOBA -

In May, 1951, Manitoba set up a Comimittee of twelve headed
by Hon. Douglas L. Campbell, Premier, on Provincial-Municipal Re-
lations which reported in February, 1953. For many years Manitoba
has hai a uniforin provirce wide exemption of ope-third off the assess-
ment of buildings and improvements, in.the case of Winnipeg dating
back to 1909. The Committee made no change in this exemption. Farm
homes and farm buildings also have long been exempi and the Com-
mittee recommends the following slight modifications:

(14) That farin buildings on farms of 80 acres or more continue
to be exempt trom municipal taxation but that on smaller
farms and market gardens building assessments higher
than land assessments be taxdble.

(15) That the municipal tax liability of farm buildings located
in urban communities and of non fakm buildings Iocated
on farms be made clear.

As in British Columbia the same situation ag to yearly repe-
tition of dssessments was noted, for the Report states that “there are
in the Province many mun1c1pal1t1es wlhich are still using the assess-
ment level established during thé 1930°s” (p. 115) and comments:
“there seems to be no justification for assessment levels which are
completely unc¢hanged over the last ten to fifteen years” (p. 113).

The Report seems to have some doubt as the the equity of
Business Assessment, It says (p. 119):

The earning capacity of land and buildings has alvéady been
reflected in the assessment on the land and buildings. To add
the business assessment, and particularly 314 times the business
assessiment to that total is to double-count certain parts of the
asséssment. It 1s true that business assessment does pr0v1de
an additional sonrce of revenue to the municipality but it is a
matter of local pelicy whether the business tax is wsed .and
to what -extent or whether revenue is collected by seme other

~ means. In measuring the amount of assistance-to.be given

" from general provineial revenues to a partmulm community,
it should be recognlzed that "the problem is to measure local
wealth and local earning capacity and that neither of these
is in any way imereased by the imposition of a; busmess taa; on
@ Trigh business gssessment. (Itahcs oursy. - ‘ : S

T -

iy

One notible oniission in this Report is the absenee of any dis-

-gussion on the sﬁbjecf of the incidence o'f taXation the n‘iib of the

mrttee d{) not dlstmgmsh between land and Wealth when they say
(p. 105) “land is the one article of wealth which exigls in every
municipality.”. Land, however, is not wealth: commodities are. The
things which God (or nature) made and those made by human ex-
ertion — here is the dividing line between the two categories — just
as stocks and bonds are not wealth, but only evidences of wealth.
Tax incidence on land and the taxing of commodities are related
questions; but a tax on commodities (which includes buildings) is
uneconomie.

Ag many of the topie¢ diseussed in this very excellent Report

“hiive already been dealt with in this Critique further tréatment is not

congidered necessary here.

5. NEW BRUNSWICK

" This Provmce set up a Royal Commission on its Rates and Taxes
Act, which reported under date of October 1, 1951. In New Brunswick
land and building assessments are lumped together as real property,
and the Commission recommends (p. 9): “That the real property tax
be maintained as the basis of municipal revenue.” There is mention of
a possible dlternative system, for the Report reads:

.property represents the real wealth of the country and
thelefore it should carry the main load; some would go so far
as to tax land only on the basis that all improvements accrue
to the land. Tt is not suggested that any modification in fhis
basic principle be made. (p. 23)

By way of comment, in economics “property” consists of two
factors, land and its improvements, and the land factor is not strietly
considered as wealth.

" In the 1952 provincial election the Conservatives campaigned
against a Liberal sales tax proposal and changed a Liberal majority
of 41 to a Conservative majority of 20.

6. NOVA SCOTIA

This Province bas not inifiated any government inquiry into
provincial municipal relations, but a report was prepared by Donald
C. Rowat, M.A., for the Nova Scotia Municipal Bureau in 1949, of
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which official cognizance has beén taken by ‘the provincial Gover:-
ment. The report gives considerable space to the rather dep_lora;bié
system of assessing in vogue in Nova Scotia and sets out a scheme for
reorganizing and assessing the various parts of the Province.

To give some idea of the assessing situation, the Report states,
on p. 88, that H. R. Colter, Chairman of the Board of Assessors in
Saint John, spoke before the 1948 Convention of Canadian Mayors
and Municipalities and said: )

“Tiast year, | vigited (Nova Scotia) twice for the purpose of
addressing groups in order to promote betfer methods of as-
sessment ... The President of the national Assoeiation of
Assegsing Officers who vigited (Nova Scotia) last year wrote
me these words: “I know of no place where T have been where
there is more confusion in asgessment practices and less under-
standing of fundamentals than in Nova Scotia.” Secientifie
methods of assessment are unknown.”

No implementation has been made as yet of the Rowat Report,

but the Nova Scotia government arranged a school for asseéssors in
the fall of 1952.

Y S
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Building the Canadian West, Prof, James B. Hedges, 1939, (MacMillan) Based on
the Aichives of the Canadian Pacific Railway Land Department.’

Henry George, Citizen of the World, by DeMille, Anna George, University of North

Cirolina Press, 1950.

Progress and Poverty, Henry George, 1879 — 50th Anniversary Edition, Robert
Schilkenbach Foundation, 193Z.
New aid Condensed Edition, published by t_he Hogarth Press.

Hudson’s Bay Company : A Brief History, 1934 —— 1. B. Co. Archives.
— Reports and Accounts.

Report of Enqu'ity inte Municipal and School District Finances made for the Union
of British Columbia Municipalities : by W. E. Hobbs,

Taxdtion in Canada, by . Harvey Perry. Canadian Tax Foundation, 1951.
Bureau of Municipal Research, Toronto, White Paper ‘Nao. 71, Nov. 30, 1923,

Provincial-Muiicipal Relations ingiiries
Brifish Coluntbia — Repott of Royal Commissioner, H. Carl Goldenbeérg, 1947
Alberta — Report of Royal Commissioner, J. W, Judge, 1948
Suskatehewan — Report of Committee (G. E. Britnell, Ph. D, Dean F. C.
Cronkite, LL.D., K.C., Louis Jacobs, F. C. A) — 1950
Manitoba — Report of Provincial Committee, Hon. Douglas Campbell,
Premier Chairman — 1953
New Brimswick — Report of Royal Commission on Rates and Taxes Act 1951,
Nova Scotia -— Repoit on Reorganization of Provincial-Municipal Relations
by Donald C. Rowat, M.A., Director of Research, Nova Scotia Municipal
Bureau. — 1949.
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Anpwat Beportz of Doparinents of Municipal Affasrs of various 'rovinces

Annual Reports of
Union of British Columbia Municipalities
Union of Alberta Municipalities
Union of Saskatchewan Municipalities
Union of Manitoba Municipalities

Periodicals and Pamphlets ;
8th International Conference on Land Value Taxation and Free Trade, Odense,
Denmark, 1952

7th International Conference on Land Value Taxation and Fiec Trade, Swanwick
Derbyshire, England, 1949.

>

Land & Liberty, United Committee for the Taxation of Land Values, Ltd., 4, Great
Smith Street, London, S. W, 1, England.

The Henry George News, 50 East 60th Street, New York, 21, USA.

The tha-re Deal, Fmest J. Farmer, Editer, 48 Fulton Avenne, Toronto, Ont., 6.
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