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* Water, sewerage and drainage figures are approximate as exact 
split of revenue figures between rates, excess water and 
minimum charges is not available from sources, Commonwealth 
and New South Wales Year Books 1965. 

(34) 

Of these totals the A.V. rates for the Sydney grouped 
municipalities and the water, sewerage and drainage authority 
are to be distributed in the proportions 31% to land and 69% 
to buildings which is appropriate to their ratio 6.2 for 
U.C.V./A.V. Similarly the Newcastle group is to be 
distributed in the proportion 24% to land and 76% to buildings 
appropriate to their ratio 4.8 for U.C.V./A.V. When this 
is done the following table results. 

Rate incidence on Land and Buildings 

Effect Rate Municipal 
on Burden Rates 
Building on 

£ 

Present Ratin munici al u.c.v. 
water sewera e draina e A.V. 

Incentive Land 35,071,000 
Deterrent Buildings nil 

Rating U.C.V. for all purposes 

Incentive Land 35,071,000 
Deterrent Buildings nil 

Rating A.V. for all purposes 

Incentive Land 10,724,ooo 
Deterrent Buildings 24,347,000 

Sydney-Hunter, 
Water, sewer & 
Drainage rates 

Total 
Rates 

£ £ 

5,944,ooo 41,015,000 
13,698,000 13,698,000 

19,642,000 54,713,000 
nil nil 

5,944,ooo 16,668,000 
13,698,000 38,045,000 

Drainage rates of the Sydney and Hunter River authorities with 
districts mentioned in submission (30). These areas covered 
in our anaiysis below contributed 65% of the total municipal 
rates for ordinary purposes of the State. 

(35) The present A.V. rating for water, sewerage and drainage in 
these areas imposes a penalty upon buildings as such of 
£13,698,000 annually. This is a very great deterrent which 
tends to channel investment funds from the building and 
associated industries into sterile investment in bare land. 

If A.V. rating were extended to municipal councils a further 
burden of £24,347,000 annually would be imposed on the 
building industries as such with resultant channelling of 
investment funds from those industries towards land speculation. 

If present U,C.V. rating for municipal purposes be extended 
to the water, sewerage and drainage functions in these areas 
the building and associated industries would be relieved 
annually of a burden of £13,698,000 now imposed on them. 
This would tend to channel investment funds from sterile 
land speculation into the productive fields of building and 
other industries. 

Hence rates should be levied upon the unimproved value only 
for all purposes and buildings be completely un-taxed • 
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Extent to which Rates upon Buildings Actually Inhibit Building 
Construction 

(36) Exhibit C of the Appendix is analysis sheets showing typical 
distribution patterns between numbers of properties grouped 
under whichever of the columns headed 0 to 20 is appropriate 
on dividing their A.V. into the U.C.V. (ignoring the decimal 
point). The first sheet is for residential properties and 
the second analysis sheet for industrial properties. Each 
number in the column is the reference number on the roll for 
the property. 

(37) Evidence of the inhibiting effect of the rate penalty on 
improvements is seen in the relative infrequency of the lowest 
number from 2 downwards these being the most-improved 
properties subject to the heaviest penalty effect. Such 
distribution diagrams can only show the properties actually 
built despite the penalty and give no idea Of the numbers of 
more-improved properties that would have been built had the 
penalty not been imposed on improvements. 

(38) Evidence of this is found in the step-up in building activity 
seen in municipalities previously rating improvements after 
they have abandoned the practice. It is also seen in the 
markedly higher level of building construction activity shown 
over many years by the Australian States rating almost 
exclusively on the unimproved value as compared with those 
rating improvements. 

Victorian Experience 

(39) As N.S.W. municipalities have not penalised buildings or 
other improvements for at least 50 years we turn to experience 
of Victoria where many municipalities previously rating 
improved value have changed to unimproved value particularly 
in the post war years. That of provincial municipalities is 
more important than the metropolis since they are isolated 
self-contained communities where cause and effect can be 
readily seen. 

(40) Post-War Provincial Towns 

Analysis of figures for building permits has been made in such 
provincial municipalities in the years immediately before and 
after the change to un-tax buildings. It has been found that 
the level of building construction activity actually recorded 
following the change is invariably greatly above both the level 
before change and its projection to give the reasonable 
expectation of the level had rating on buildings continued in 
force. 

(41) It can be said quite generally that a municipality which 
ceases to penalize buildings will - within two to three years 
of the change - experience about a doubling of its expectation 
of building construction had buildings continued to be rated. 
The table on Exhibit D of the Appendix shows the growth for 
the specific municipalities for .a sequence of years before 
and after ceasing to rate buildings. 

Building Construction Graphs, u.c.v. and A.V. 

(42) Graphs have been prepared showing the progressive trend in the 
level of dwelling commencements from a common starting date 
in 1954, for municipalities rating buildings and those rating 
unimproved value respectively. These have been based on 
study of 46 municipalities for which the Commonwealth 
Statistician publishes the figures quarterly. The graphs 
take account of the changes in the general economic conditions 
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common to the whole State. These graphs are shown in the 
publication "Key to Decentralisation" included as Exhibit E 
in the Appendix as part of our submissions. That for u.c.v. 
shows accelerated growth and less adverse effect in periods 
of recession compared with the graph for A.V. 

Growth of Major Provincial Towns 

{43) The same exhibit shows the relative growth ratios of major 
provincial towns of population 5000 upwards grouped accordingly 
to rating system. For these population growth is directly 
tied to the step-up in dwelling construction. Here it is the 
average growth rate of the groups that is significant rather 
than the individual towns listed. The growth rate of the 
u.c.v. rating group between the censuses of 1954 and 1961· 
averaged 21.8% while that of the group rating buildings was 
only lJ.4%. This is a 62 per cent superiority in those where 
improvements are untaxed. l 

Greater Melbourne Suburbs 1920 to 1919. 

{44) In the Melbourne metropolitan area municipalities ceasing to 
rate buildings have similarly experienced substantial step-up 
in all cases. But conditions vary with different suburbs and 
it is only the average scale of the suburbs rating unimproved 
value compared with those still rating buildings which is 
significant. A survey showed that over the 20-year period 
from 1920 to 1939 six cities of Greater Melbourne which 
shifted their municipal taxes from buildings to sites averaged 
2.12 times the number of dwellings built per acre available 
compared with 10 cities corresponding in distance and type 
where subject to local taxes on improvements. 

(45) Greater Melbourne Suburbs 1954 to 1958. 

A study of all building construction activity 'per rateable 
property' in the municipalities comprising Greater Melbourne, 
grouped according to whether buildings are rated or si te.s 
only - covering the five calendar years 1954 to 1958 inclusive 
- shows that there is a substantial difference in favour of 
those where buildings are not rated. Making the comparisons 
on a 'per rateable property' basis irons out differences in 
size of the units. The 24 suburbs rating U.C.V. had building 
construction activity over the period averaging £770 per 
property. The 16 suburbs rating buildings averaged only 
£459 per property. The level where buildings are rate-free is 
thus 67% greater than where they are rated. 

Sydney and Melbourne Metropolitan Areas 

(46) Probably the most significant single interstate comparison 
possible to prove that the New South Wales practice of rating 
unimproved value has actually produced a far greater level of 
development than could have been expected had buildings been 
rated over the last 50 years - is the simple comparison of the 
improvement/site value ratio of the Sydney Metropolis with 
that of Melbourne. Sydney's unimproved value in 1944 was 
£1,519 1 493,000 compared with Melbourne's £1,507,590,000 for 
the 39 municipalities supplied with water from the Board of 
Works. The land value is almost identical but the U.C.V./ 
A.V. ratio for Sydney Metropolis is only 6.2 compared with 
8.9 for Melbourne Metropolis. Dividing 20 by these figures 
gives us J.22 for Sydney against 2.25 for Melbourne as the 
ratio which the combined value of land plus improvements bears 
to that of the land alone. Thus, on average over the whole 
area, for every £100 of land value there will be £125 value in 
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improvements in Melbourne compared with £222 in Sydney - i.e. 
Sydney's is 56% greater than Melbourne. Which is what we 
would expect to find. Relatively, land values have been 
held down and building values stimulated in the Sydney 
Metropolis - while building values have been held down and 
land value increased in the Melbourne Metropolis. The 
operative factor of difference here is the municipal rating 
system only, which in Sydney has been U.C.V. and in Melbourne 
mainly A.V. (although a majority of the suburbs have recently 
changed over to the U.C.V. basis and are showing stepped-up 
development, this has only reduced the differential a little 
in the accumulated results of half a century of contrasting 
practices). The water and sewerage rating systems of the 
two capitals have been a common factor to the comparison. 

Interstate Building Comparisons 

(47) A series of comparisons of dwelling construction between the 
Australian States, according to the extent to which they rate 
unimproved or improved value of land, is given in our 9ooklet 
"Public Charges on Land Values" forming part· of this 
submission as Exhibit I in the Appendix. Section 6, pages 
18 to 24 are relative. Dwelling construction per 100 
marriages is a particularly significant indicator and it is 
notable that the three States in which unimproved value rating 
is nearly universal (Queensland, New South Wales and West 
Austr.alia) have a substantially better performance than the 
three predominantly rating improved value (South Australia, 
Victoria and Tasmania). This comparison extended over 37 
years from 1921 to 1958 and the average figures for the two 
groups were 60.0 and 54.5 dwellings constructed by private 
industry per 100 marriages. 

Residential Pro erties Suffer Most b 
Im rovements A.V. 

(48) We have made and published many surveys in Victoria and 

(49) 

(50) 

Tasmania covering all properties in municipal councils concerned. 
These have invariably shown that of the four classes of 
property - residential, commercial, industrial and vacant land 
- residential properties are the ones which benefit most under 
the unimproved value basis. The proportion of homes paying 
less on u.c.v. averages around 75 per cent though varying in 
different municipalities. For industrial properties the 
proportion is about 60% and commercial properties a little less. 
Vacant land is the group which invariably pays substantially 
more under u.c.v. 

The reasons why homes as a group benefit more than either 
industrial or commercial under U.C.V. are (a) that building 
costs per square for residential property are several times 
those for industrial or commercial property (and hence attract 
higher A. Values and Rates under the improved value) per unit 
of size, and (b) land values for residential zoned areas are 
much lower per square foot than for industrial or commercial 
areas (and so attract lower u.c.v. rates~) The sample 
analysis sheets for residential and industrial properties 
in one municipality included in the Appendix as Exhibit C show 
this. Most of the numbers obtained by dividing the u.c.v. by 
the A.V. in the residential pattern sheet are in the low scale 
while the industrial pattern has most in the high numbers. 

The results of the analysis made by Wollongong Municipality, 
already submitted to the Commission, conform to the general 
pattern observed elsewhere. They found that the overwhelming 
majority of single-unit homes within that area benefit in 
lowest rates under the U.C.V. basis, the relative payments 
under the three alternatives being: 
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Rating Basis Rates Range for Most 
Single Unit Homes 

u.c .v. 
I.c.v. 
A.A.V. 

£ 21.11.3 
£ 28.14.o 
£ 32.12.2 

to 
to 
to 

£ 29.18.11 
£ 36.18.0 
£ 45.13.0 

These figures show that change from U.C.V. to Improved Capital 
Value would increase the payment on these homes by 
approximately 28%, and change to A.A.V. increase them by 50%. 
Conversely change of the Water, Sewerage and Drainage Board 
rates from A.A.V. to U.C.V. would reduce the average payment 
on these homes by 3J%. 

OTHER EFFECTS OF RATING SYSTEMS ON ECONOMIC AND SOCIAL 
CONDITIONS AND ON MUNICIPAL ADMINISTRATION 

(51) Application of the principle that improvements made by owners 
upon their sites shall not be rated has resulted in greatly 
superior development in the States and local units within them 
following this practice. 

(52) The relative performance can be tested by reference to 
statistics of key indicators of economic and social development. 
We have already shown this for building construction and 
related industries. The stimulation to other key activities 
follows as a matter of course since they are all inter-related. 

(53) The observed step-up in the level of new buildings, alterations, 
and additions, resultant on the absence of penalty on them 
also gives a multiplied demand for all the materials that go 
into making buildings - the timber, bricks, tiles, glass, 
cement, steel, plumbing and further down to the mining and 
primary industries. It brings a multiplied demand too for 
the services of those engaged in transport, retailing and 
installing of these materials and of the volume of trade 
generally. The greater supply of buildings due to this more 
general prosperity brings added demand for the fittings and 
furnishings that go with new buildings and thus to parallel 
expansion of manufacturing and retailing which, at first 
impression, we might not think of as connected with the 
building industries. 

Basic Reason Why Expansion Can be Expected in Key Items 

(54) The basic reason why superior development should be expected 
to flow as a direct result of the absence of rate penalties 
on improvements is set out in the following sequence: 

( i) 

(ii) 

(iii) 

(iv) 

Rates - as well as wages, salaries, profits and rents 
are money equivalents from the distribution of the total 
sum of capital and consumer goods produced in the 
community - which economists call the Gross National 
Produce; 

The primary source of these goods is raw materials 
extracted, produced, modified, worked-up, transported 
or exchanged on sites potentially suitable for the 
purpose - whether mines, farms, industry, commerce, 
transport or residential sites; 

In the ultimate the pattern of wealth distribution 
and living standards of all members of the community 
is set by the results achieved on those sites of which 
the potential is actually developed; 

Policies or practices that increase the number or 
proportion of sites put to effective use in accordance 
with their potential - increase the G.N.P. available 
to distribute; 
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(v) Policies or practices that work to encourage the sterile 
holding of valuable sites out of effective use work to 
contract the G.N.P. and so make the average condition 
worse; 

(vi) Rates upon the unimproved value of the land stimulate those 
making inadequate use of their sites to develop them 
properly or sell them to others who will - in either case 
the G.N.P. is augmented and conditions improve for all; 

(vii) The absence of rates on improvements tends to channel 
investments into buildings, cultivation and other 
improvements instead of sterile land speculation - again 
the process works to augment the G.N.P. to general gain; 

(viii) The net result of all this is that under unimproved value 
rating the national cake gets so much larger enabling the 
average citizen to get a larger slice. 

Extent of Stimulation to Economic and Social Growth Meas~~ed 
for Key Items 

(55) The Australian States fall into two broad .groupings according 
to rating system. One group (comprising Queensland, New 
South Wales, and West Australia) has used the unimproved value 
rating principle almost universally for at least 50 years. 
The other group (comprising South Australia, Victoria and 
Tasmania) has mostly rated improvements through the A.V. system 
over the same period. There are variations within the States 
in the group. Queensland used U.C.V. for all purposes 
including water and sewerage in Greater Brisbane. N.S.W. is 
exclusively U.C.V. rating except for water, sewerage and 
drainage in the Sydney, Newcastle and Broken Hill areas. A 
substantial proportion of South Australian and Victorian 
municipalities have more recently changed over to rating of 
~.c.v. instead of A.V. 

(56) We have therefore an economic and social laboratory set-up by 
which the effects of the two systems can be tested by statistics 
of growth for key indicators - not only between the groups but 
also within them according to their varying degree of use of the 
unimproved value rating principle or of penalties imposed on 
improvements. 

(57) The results of such comparative interstate studies are contained 
in our booklet "Public Charges on Land Values" of which a copy 
forms part of these submissions marked Exhibit I in the 
Appendix. We do not wish to repeat in our main submissions 
the detail contained in that study but list below the separate 
key indicators which are dealt with in sections - and the pages 
for quick reference: 

Key Indicator References 

Effect upon 
ti !! 

H !l 

" ft 
ti H 

n n 

II 

Ii 

" 
Ii 

" 

II 

" 
" 
" 
ii 

" 

agricultural development 
Improvement of Rural and 

Pages 10 to 12 

Urban Holdings 
assets of land owners 
dwelling construction 
manufacturing industries 
retail traders 

" 
" 
" 
" 
" 

incomes of working population " 
real wages of industrial workers 11 

home ownership and tenancy " 
flow of migration " 
mortgage assets of financial 

institutions " 
co-operative societies " 

12 
15 
18 
24 
28 
32 
34 
35 
36 

37 
38 

to 15 
to 18 
to 23 
to 28 
to 31 
to 33 

to 36 
to 37 

to 38 
to 43 
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To this can be added the publication "Shopping Centre 
Surveys in Five States" included in the Appendix as Exhibit J. 

(58) The general submission can be made in regard to all these 
criteria, that the States where land is and improvements are 
not rated show markedly better performance under each of 
these tests than the States where improvements are rated. 
This is true for the group averages - and the position for 
individual States, with minor exceptions only, follows the 
order of the degree of application of the unimproved value 
principle. Moreover, within the State in which some councils 
use U.C.V. and others use A.V. the individual councils which 
do not rate improvements contribute a disproportionately high 
share of the development within the State. 

Administrative Effects 

(59) So far as the local government rating bodies themselves are 
concerned - from the purely administrative angle - they are 
best served by unimproved value of the site as the rating 
basis. They can obtain adequate revenue for their needs under 
it with less discontent and opposition to desirable municipal 
projects than where improvements are rated. 

(60) This is simply demonstrated from the differences in incidence 
between the systems in urban areas. Broadly, there are two 
classes of rateable property, (a) those which are improved, 
with buildings upon them, and (b) those unimproved, i.e. 
vacant lots having no buildings (or those which have only 
demolition value left in them.) A suburban council will 
have from Io% upwards of its rateable properties in this second 
class where the A.V. system has been in force for a long time. 
Under the A.V. basis at least 90% of the total rate yield 
comes from the improved properties and token contributions 
aggregating less than lo% from the vacant land no matter how 
numerous such holdings may be. On the other hand, the U.C.V. 
rate burden is spread over both groups (a) and (b) with 
relative uniformity in the payments of neighbors with similar 
frontage. 

(61) If the council concerned wants to undertake new or improved 
municipal services needing greater rate revenue, under A.V. 
it can only get it by re-valuation or increasing the rate in 
the $ over all properties. In either case the (a) group 
(which was already paying more than its fair share of the old 
revenue) is called upon to pay 90% of the extra revenue. 
Owners of these properties do not like it and exercise 
pressure on the council both against increase in the rate 
revenue and in opposition to the commendable council program 
for which the money is needed. 

On the other hand, the U.C.V. basis spreads the cost over all 
ratepayers instead of concentrating the burden on any one 
section. As shown earlier in our submissions the 111C:1.ximum 
increase possible under U.C.V. in the Sydney Metropolis as 
compared with A.V. was 222% (and that only on purely vacant 
land)e There are none who are really hurt by it, whereas the 
increase with A.V. rating on improved properties has no limit. 

Central Melbourne and Sydney Compared 

(62) The superiority of the u.c.v. basis for council revenue 
purposes is well illustrated by comparing the central City 
of Sydney using U.C.V. with Melbourne City using N.A.V. The 
areas are nearly the same at 7,765 acres in Melbourne, to 
7,161 acres for Sydney. Melbourne's rate revenue. for the 
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1963/64 year was only £2,413,000, while that of Sydney was 
£5,914,ooo. The greatly increased level for Sydney does not 
indicate extravagance but ability to provide a higher lev:el 
of services which is just as greatly needed in Melbourne. 
That city is financially starved and highly desirable 
projects (such as the proposal to purchase the site for a 
central square opposite the Town Hall) are frequently ruled 
out because their cost would require increase in the rates. 
The objection to this arises because central Melbourne has 
about one-third of its city buildings adequately improved, 
one-third only passable, and the other third only fit for 
demolition and re-development. Increase of the rate would 
hurt the most improved third, which is already paying 
excessive amounts and would not be popular either with the 
middle third. U.c.v. rating would cause the under-developed 
third to pay their fair share along with the rest, while · 
charging no more (and in many cases substantially less) to 
the average and better-than-average properties. Hence 
change to u.c.v. rating is really the answer to Melbourne's 
financial problem. If rating of improvements were re
introduced in Sydney similar financial difficulty would be 
experienced in that city. 

Increased revenue can be raised by the public authority 
concerned as needed under the Unimproved Value basis with 
less hardship than would be involved in payments under the 
(improved) annual value basis. 

This will be true whatever the level of government involved 
and could be the most important determinant of the choice of 
tax base in the present conditions of inflation. The proofs 
are given in the analysis made in thirteen cities of the 
Melbourne Metropolitan Area for which both the Unimproved . 
Values (u.c.v.) and Annual Values (N.A.V.) were available~ 
These cities were studied individually and results then 
combined to give a cross-section of the area rated by the 
Melbourne and Metropolitan Board of Works responsible for 
Water, Sewerage and Drainage for the whole metropolitan area. 
The details are made available with the answer to Question 
No. 7 of this inquiry and the related appendices, in view of 
their relevance to the similar problems of Western Australian 
water and sewerage authorities. (Appendices Bl to B6 refer) 

Whether the local unit considered be large or small it is 
found that the (improved) Annual Value basis as compared with 
the Unimproved Value basis penalises owners of well-improved 
homes to a far greater extent than the Unimproved Value basis 
could be said to penalise even vacant land which is the least 
improved of all properties. 

The penalty observed on homes under the (improved) Annual 
Value basis (N.A.V.) ranged between 10 and 780% above the 
rate payments under the Unimproved Value basis. This range 
in penalty on improvements was experienced by 53 per cent of 
the total homes. Clearly it is from those experiencing such 
substantial penaLties as these that objections to further 
increases in revenue can be expected by the authority concerned. 

If this authority changed from the (improved) Annual Value 
to the Unimproved Value basis and simultaneously budgeted for 
a 25% increase in total rate revenue it would be achieved 
with 39% of the total homes paying less rates than they are 
now paying under (improved) Annual Value. (See Appendix B.6 
table B) 

If, instead of 25% increase the authority budgeted for a 47% 
increase in total rate revenue in the process, it would be 
achieved with 26% of the total homes still paying less in 
rates than they are now paying under Annual Value. Increases 
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in rates would be mainly borne by about 2J% of the total 
homes of sub-average improvement now paying less than their 
fair share to revenue. 

Future increases in rates would be more acceptable when 
spread pro-rata to land value over all properties than as now 
when a minority already bearing more than their fair share 
have a proportionate further increase imposed on that burden 
as under (improved) Annual Value. 

QUESTION No, 4 

What are the advantages and disadvantages of: 

{a) A flat annual charge for each zoning of land? 
(b) A rate or tax using as a base personal gross income of 1all 

occupiers of a residential unit and the gross income of 
occupiers of commercial and industrial properties? 

Answer {a) 

A flat annual charge for each zoning of land would be inequitable, 
multiply anomalies, produce administrative difficulties, and 
would vitiate the principles of land valuation and rating. 

Explanatory comment 

The principle of land rating requires that each site contribute 
to revenue through rating in proportion to the value given to 
that site by community services and other people, 

To do this requires that valuations be assessed frequently and 
accurately to ensure that correct relativity is preserved between 
properties within the same streets or zone as well as between zones. 

The implication that flat payments on properties within a zone 
will be equitable is not correct. Delineation of zones on maps 
does not make the valuations the same for all properties within 
the zone. For example, when a purely residential area is rezoned 
as a potential flat area, only a few properties will at first be 
put to that higher use and generally will be those nearest to the 
transport or shopping facilities. Other parts more remote within 
the zone will remain unchanged, probably for years, and the market 
will establish lower values on them reflecting their inferior 
position within the zone. The fixation of a flat payment will be 
an arbitrary act involving incorrect relativity in payments between 
the sites in the zone. Relativity with the payments, between one 
zone and another fixed in similar arbitrary fashion, will also be 
suspect. The fixing of the arbitrary payments within the zones 
will presumably be (roughly) based on market valuations in the 
first place. But the arbitrary flat-payment will disturb the 
true relativity in market valuations in future, eroding the standards 
of valuation and creating anomalies in relativity between ratepayers 
leading to legitimate complaints. 

The whole exercise will unnecessarily multiply arbitrary 
administrative decisions and pressures and will satisfy nobody. 
If valuations are revised at frequent intervals (as they should be) 
the use of a common multiplier applied to the valuation will give 
equity to a degree unattainable with the proposal for a flat payment. 
And it would do it, directly, inexpensively and certainly, with the 
office machines available. That the proposal is seriously put 
forward at all suggests that the intervals to revaluation are too 
long under current practice. Xhe simple remedy needed is to make 
revisions of valuation more freg~~nt. (In our answer to Question 2 
we have recommended that they.:._pe made annually or biennially and 
thus eliminate such anomalies ... 
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Answer (bl 

A rate or tax using as a base personal gross income of all occupiers 
of a residential unit and the gross income of occupiers of commercial 
and industrial properties would destroy the whole principle of 
payment according to value given to the sites by community factors 
which the principle of property rating seeks to achieve. 

In its place it would substitute a rigid socialist system under 
which the earnings of each occupant of a residential unit would 
need to be declared. This would logically need to be accompanied 
by a substantial expansion of government investigators or police 
to verify the correctness of the income returns to prevent 
evasion with loss of revenue. It would in fact prove most capric
ious in yield and operation because the occupants of residential 
units are not stable but fluctuate greatly. Unlike a census 
(which takes place on one particular day and covers all persons 
under the same roof) it would deal with individuals who may o~ly 
be there for a minor fraction of the year. A large proportion of 
them would be unlocateable at the time returns would be required. 

But even if these difficulties could be surmounted the payments 
sought from them would be completely inequitable. This system 
would shift the burden of land value taxation completely from the 
owners of the properties who' receive the land rentals and place it 
on the shoulders of the tenants as such, These tenants would be 
Qaying twice over - first in their rentals paid to the property_ 
owner - second in the extra tax based on their personal gro.§..§. 
incomes and those of their families sharing the residential unit. 

Again, with commercial and industrial properties, the same 
monstrous inequity would be perpetrated. Owners of rented business 
properties (who often live in other districts) would receive the 
rent intact while the tenants would pay twice - once in their 
rent to the owner and again in their liability to pay the new tax. 

Whoever pays the tax it would be duplicating current income tax 
levied by the Commonwealth Government, while the fact that the 
proposal is to use gross personal income as base instead of net 
taxable income makes it even more objectionable, 

The current belief that income tax is acceptable in the public mind 
where payment of rates is objectionable is superficial. There has 
already been a reaction against income tax in Scandinavian countries 
resulting in Denmark in the election to Parliament last December of 
28 members of a new party on the specific programme of abolition of 
income tax. There is increasing dissatisfaction with it in our 
own community. It needs to be borne in mind that, so far as the 
ordinary owner-occupiers of homes are concerned, local rates are the 
only form of taxes which are deductible for income tax purposes. 
In this country more than 70 per cent of ratepayers are entitled to 
this deduction for their homes. 

..,/27 Question No, 5 
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QUESTION No, 5. 

Report on other alternative rating and tax bases which could be used. 

Answer 

The Unimproved or Site Value is considered the most suitable basis 
known. 

QUESTION NO. 6. 

Recommend the use of the most appropriate base or bases to give 
the most equitable treatment of tax and ratepayers on the basis 
that those with the greatest resources should make the greatest 
contribution. 

Answer 
~ 

It is submitted that the most appropriate bases which comply with 
the above requirements are the two variants of the Unimproved or 
site value of the land. That is to say the Unimproved Annual 
Value and the Unimproyed Capital Value. Of' these the first has 
some advantages over the second and is to be preferred. 

Explanatory 

Either of' these inter-related unimproved value bases clearly 
comply with the requirements of equitable treatment of' tax and 
ratepayers since they are demonstrably just. The payments based 
upon them are proportioned to the site value given to their 
property by the community as a whole and are in substitution f'or 
tax and rate payments which would otherwise have to be based on 
the capital or annual value of' their own improvements or exertions. 
There can be no legitimate complaint about contributing to the 
public costs in proportion to the advantages which the subject site 
offers in relation to community and are reflected in its rental 
or capital value. 

Both these alternative unimproved value bases also comply with 
the requirement that those with the greatest resources should make 
the greatest contribution. It is a recognised fact that greatest 
fortunes mainly comprise holdings of real estate of' which the 
site-rent potential (or its capitalisation into land price) is 
the major component~ So far as such resources are due to the 
efforts and outlay of' the holder they are excluded from the land 
tax or rates and do not act as dis-incentives to use. But in 
falling on the bare-land-value whether used or not they act as 
powerful incentives to put the land into proper use, at least to 
the extent o:f covering the tax or rate. 

The unimproved annual value alternative is preferred because this 
is the more stable form, the site rental value being unaffected 
by the rate levied in the dollar. After the initial setting of 
the rate in the dollar it will continue to provide generally 
increasing revenue for many years with little or no change of' that 
rate. 

The unimproved capital value,being the capitalisation in the market 
of the amount of the site rental left with the landholder after 
payment of' the tax or rate, is affected by the tax-rate. This 
presents no practical difficulty requiring only that the tax-rate be 
gradually increased to yield the required revenue as the capital 
value on which it is levied is reduced. (The graph and table 
of Appendix H show how the rates in the dollar would have varied 
for Brisbane City Council over a series of years.) 
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QUESTION No. 7 

What system of applying a rate or tax to the base should be used for: 

Land tax; 
Metropolitan Region improvement tax; 
Local authority rating; 
Water sewerage and drainage rating. 

Answer: 

For each of these applications (a) to (ct) either the unimproved 
capital value or the unimproved annual value should be used. (In 
either case modification in accordance with the site-value concept 
is considered acceptable being merely a variant of the unimproved 
value.) 

Explanatory 
l 

It is assumed that one valuation authority will be involved and 
will compute both the unimproved annual and unimproved capital values 
simultaneously for each property. Which is actually used as the 
basis of its charges could be optional to the rating or taxing 
authority concerned. 

It appears that the (improved) annual values now used for water, 
sewerage and drainage rating purposes are made by separate 
valuation staff from those making the unimproved values supplied 
by the State Taxation Department. 

For water, sewerage and drainage rating purposes, for which the 
authorities' record books now show and rate (improved) annual 
values, it is thought that simple re-definition of' annual value to 
exclude the component due to improvements and convert it to the 
(unimproved) annual value would avoid any change in the form of the 
records. The columns headed "annual value" would still be so 
headed but the figures recorded in them would be the unimproved 
annual values instead of the improved annual values. 

Supplementary Note on Water, Sewerage and Drainage Rate Bases. 

* The rating basis for these rates in Brisbane has been unimproved 
capital value since establishment of the Greater Brisbane Council 
in 1928. A Committee of Inquiry to inquire into the rating 
practices of Brisbane City Council in 1964 presented its report 
which was an endorsement of the suitability of rating on the 
unimproved value of the land with the modification that it be 
computed on the site-value variant. The report specifically 
inquired into the suitability of the rating basis f'or water and 
sewerage and decided that the present basis of levying rates on 
the unimproved capital value (with the site-value amendment 
suggested) was the most appropriate basis of rating for both 
water and sewerage for the Brisbane City Council. 

* A further Committee of Inquiry into Valuation and Rating on a 
Statewide scope under Mr. Justice Hardie in July, 1966, reported 
that "the only presently practicable method of levying rates 
and land tax was one based on values of land without 
improvements." 

* The NoSoWales Royal Commission on Local Government Finance and 
Valuation in 1966, did not accept the representations of the 
Valuer~General that his Department be required only to return 
unimproved values and that the Sydney and Newcastle Corporations 
concerned with water, sewerage and drainage should use the 
unimproved value instead of the (improved) Annual Value. But 
last year agreement was reached between the Valuer-General and 
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these Water and Sewerage authorities as a result of' which 
legislation was passed changing the rate basis for residential 
properties comprising more than 90 per cent of' the total to the 
unimproved value basis as from July, 1974. The views of the 
Valuer-General presented to the Commission are reported on 
pages 12 and l'.3 of the booklet entitleG. "Should Local Government 
Rates be based on the "Improved 11 or the "Unimproved" Value of 
Land?" which forms Appendix 11 A11 to this submission. 

* In Victoria, the General Council for Rating Reform representing 
98 affiliated bodies comprising Building Construction, Progress 
and Civic Development Associations and others 1 seeking to encour
age proper land use by the rating of site-values and aboli ti·on 
of taxes upon buildings and other improvements, is strongly 
pressing a campaign for change of the rating basis of the 
Melbourne and Metropolitan Board of Works from the (improved) 
Annual Value to the unimproved value basis. We are among 
the bodies affiliated with it and have been in consultation 
in preparing this submission. With its co-operation we enclose 
copies of some of the material published by this body in support 
of its campaign for this change. This is combined together 
with some of our own material in a bracket of seven sheets 
grouped as Appendix "B" to this submission, and reference to 
them should help the Committee to reach sound decisions on the 
appropriate rating basis for such authorities in Western 
Australia. 

The subject matter of these seven items is listed below: 

B.I Municipal Justice or Robbery? 
B.2 Are you in the Red with the Board of Works? 
B.J How the Melbourne Board of Works can solve its 

financial problems by changing its basis to rate the 
value of the site instead of land plus buildings as now. 

B.4 Diagram comparing the magnitude of the penalty effect of 
the Board's Rating basis under the alternative rate bases 
Annual Value (NAV.) and Unimproved Value (u.c.v.) 

B.5 Incidence of the alternative rate bases upon homes in 13 
Melbourne cities forming a cross section of the Board's 
rating area. 

B.6 Summary showing numbers and proportions of Melbourne 
homes penalised to a similar extent under the alternative 
rating bases. 

B.7 The M.& M.B.W. Rating System - Reasons Why it should be 
changed to the Site-value basis • 
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QUESTION No. 8 

Should a uniform scale of char~es for water, sewerage and drainage 
bedapp1-ied to the whole State? If so, is it a feasible 
12roposition? 

Answer 

No. A uniform scale of charges would vitiate the principle of 
payment according to value given to property by the availability 
to the site of such public utilities. The common charge would 
bear no real relation to that benefit. 

If the intention behind the question is to prevent people in 
sparsely populated areas from having to pay charges much above 
the inhabitants of the metropolitan areas this proposal is the 
wrong way to achieve the objective. 

The appropriate way would be to have the water, sewerage and 
drainage functions financed by a rate upon the unimproved value 
of the land treating the finances on a State wide basis. The 
relatively low unimproved values in the sparsely settled areas 
compared with the high unimproved values in the metropolitan or 
other urban areas would ensure that the people in those isolated 
areas were lightly rated compared with those in the more 
fortunately situated urban areas. Even if a State wide authority 
is considered impracticable for these services the same desired 
result could be achieved by the rating method if the services 
are provided and financed by a few large regional undertakings 
having urban areas within them. 

Alternatively, the establishment of a State Development Fund 
financed from the Land Value tax with distribution to cover 
annual outlay on servicing capital cost of such developmental works 
as these services would prevent such sparsely settled areas from 
having to bear excessive burdens. This alternative is discussed 
in the answer to question No. 10. 

QUESTION No. 9. 

Examine and report on the heavy relative burden placed on initial 
developers and occupants of land and recommend any corrective 
action required. 

Answer 

It is not clear whether it is developers of rural land for such 
purposes as farming or developers of urban land for housing that 
is in mind in the question. If the first mentioned the State 
Development Fund proposal mentioned under Question 8 and set out 
in more detail under Question 10 would relieve such areas of heavy 
obligations for capital costs. The benefits in such marginal areas 
would be relatively high and the land value rate charge very low in 
such areas. 

If the second, the costs imposed on developers in urban areas by 
local requirements to provide roads, water, sewerage and other 
services as a condition of permits for subdivision are really 
in the nature of improvements. These have in the past been 
provided by municipal councils and other bodies concerned from 
rate revenue (and still are in some cases). Municipalities can 
borrow money for such works at far lower interest rates than the 
penalty ones that must be paid by developers. The municipal 
councils or other bodies should either assume the responsibility 
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of doing the work themselves or be required to borrow themselves and 
advance to the developers at cost the funds to do the work. These 
costs for work done by such developers are in the nature of 
improvements and are passed on to the site purchaser. The 
developer or purchaser (whichever pay them) should be able to 
have these costs treated in valuation for rating as improvements 
which merge into the value of the land after a period of 14 to 20 
years. This would remove the anomalous position both of the 
developer and the site purchaser. 

QUESTION No, 10. 

Feport on any other improved method by which the Government mav 
raise revenue to meet the cost of administration, debt servicing, 
operating and maintenance expenses for essential services p~ovided 
by State and Local authorities. 

Answer 

It is submitted that the State Development Fund proposal briefly 
outlined below is worthy of adoption. We embodied it in a 
submission to the Victorian Parliamentary Public Accounts Committee 
Inquiry on Railways in 1972, from which the following extracts are 
taken, A copy of the full report is supplied as Appendix "J" in 
case it is desired to study it, further, Although the 
Railways was the immediate subject of that report and would be a 
major developmental work financed in part from it the State 
Development .Fund is envisaged as having much wider application 
than this. 

Printed Extracts giving details of the State Development Fund 
proposal follow on Page J2. 

Submitted on behalf of the Land Values Research 
Group by 

A.R. HUTCHINSON, B.Sc., M.I.E. Aust., 
Research Director, 
32 Allison Avenue, 
0.-lon T-..-i.., 'llUh 
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