
$ millions 1964/1965 1976/1977 

State 1954/1955 $ millions $ millions 

New South Wales 
State Land Tax 0.004 29.717 111.638 
Local Government Rates 47.306 117.290 623.162 
Land Rent Revenue 1.666 4.386 20.157 

Totals 48.976 151.393 754.957 

Victoria 
State Land Tax 5.267 19.725 59.804 
Local Government Rates 6,869 27.491 149,411 
Land Rent Revenue 0.961 1.416 16.904 

Totals 13.097 48.632 226.119 

Queensland 
State Land Tax 2.359 3,784 12.764 
Local Government Rates 21.076 42.619 181.726 
Land Rent Revenue 4.799 7.473 10.594 

---
Totals 28.234 53.876 205.084 

South Australia 
State Land Tax 1.138 4.969 18.348 
Local Government Rates 1.618 5.740 20.456 
Land Rent Revenue 0.656 0.775 3.200 

Totals 3.412 11.484 42.004 

Western Australia 
State Land Tax 0.781 3.777 13.930 
Local Government Rates 2.158 7.818 54.264 
Land Rent Revenue 0.772 0.590 5.700 

Totals 3.711 12.185 73.894 
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State 1954/1955 1964/1965 1976/1977 

$ millions $ millions $ millions 

Tasmania 
State Land Tax 0.415 1.676 3,373 
Local Government Rates 
Land Rent Revenue 0.145 0.058 0.500 

Totals 0.560 1.734 3.873 

Australian Capital Territory 
Local Government Rates 1.101 1.143 12.098 
Land Rent Revenue 0.282 1.407 3.500 

Totals 1.383 2.550 15.598 

Northern Territory 
Land Taxes 
Local Government Rates 0.506 3.405 
Land Rent Revenue 0.729 1.000 

Totals 1.235 4.405 

Whole of Australia 
Land Taxes 9.964 63.648 219.857 
( 1) Local Government Rates 80.410 204.014 1044.522 
Land Rent Revenue 8.999 15.427 61.555 

Totals 99.373 283,089 1325.934 

Note (1) 
The figures above include only the Local Government rates 
levied directly on the site value. They do not include the site 
value component of the annual value rates levied in some 
States on the site value plus that of the improvements. For 
1976 /77 the site value component of such rates collected 
indirectly was $274.468 million. More details are given in the 
tabulation of Land Value Rates Collected for 1976/77 on 
page 1 and on the detailed tables for each State contained 
in Appendix Cat the end of this paper. 
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The growth of revenue from land taxes evident in these com
parisons is remarkable, even when allowance is made for currency 
debasement. The Austra1ian retail price index numbers for basic 
materials and food-stuffs, as shown in the Commonwealth Year 
Books, for the three periods, are respectively 394, 502 and 1216. 
From this it is clear that the great growth of revenue in the last 
ten years is not due simply to currency inflation but to extension 
of the site value rating system. Moreover, this three stage com
parison does not cover the full field of current application but is 
restricted only to those fields where it was in common use during 
the three periods covered. There have been important extensions 
to new areas within the last twenty years, particularly in Victoria, 
New South Wales, Queensland and Western Australia. 

Extensions to New Applications 

In Victoria a major new development over the last twenty 
years has been the adoption of unimproved (Site) value rating 
by the State Rivers and Water Supply Commission for its irriga
tion districts, rural waterworks districts and the Carrum Drainage 
District. The irrigation districts cover 88~.000 hectares and the 
rural waterworks districts 3,236,000. Thus the adoption of Site 
Value Rating brought an extra 4,124,000 ha. under the system 
so far as water supply is concerned, for this area continued to be 
rated on land-plus-improvements for other local government 
services. The new area given its first practical experience of Site 
Value Rating covered almost one-fifth of the whole State and an 
even larger proportion of the cultivable area. 

The change was made in accordance with the wishes of the 
majority of the irrigators' associations within the Commission's 
territory, and is superimposed upon the earlier application of 
the principle in the fixed charge for water rights based on the 
acreage of potentially irrigable land. The charge is payable 
whether water is used or not and thus acts to discourage specula
tive holding of under-developed land, as well as assuring the 
Commission of its finances, which could otherwise fluctuate 
greatly with seasonal variation in demand for water. 

There has also been great extension of the principle in the 
irrigation areas of New South Wales. This takes the form of 
water rights, water rates and rents for land leased by the Water 
Conservation Commission. 

In Queensland the Irrigation and Water Supply Commission 
also extended operations within the last ten years. While its 
operations are not yet on a scale comparable with those of the 
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Victorian and New South Wales equivalents, the foundations 
have been laid that will result in further extension of the principle. 

In Western Australia, within the last twenty years, an extension 
of land taxes was introduced for the special purposes of metro
politan regional improvement. The figures for these are included 
in the tabulation under land taxes. 

Within the local government rating field there are extensions 
of the principle that are responsible in part for the substantial 
increase in contributions from land values. There are new public 
bodies whose services are financed by the precept method. These 
bodies do not have rating powers of their own but Acts of 
Parliament provide that rates shall be struck on their behalf by 
the municipal councils within their area, the proceeds of which 
are passed to these bodies. This avoids increasing the number of 
bodies issuing assessments. Whatever rating system is used by 
the local council for its own purposes is used also for the levy. 

In New South Wales the precept method was applied for 
contributions under the Main Roads Levy, which yielded 
$11.682 million in 1970/71, when it ceased with the financing of 
main roads being undertaken by the State Government. 

The same principle is open to county councils, under section 
572A of the Local Government Act, to assess constituent coun
cils in lieu of levying a loan rate. This method has been used 
very successfully by the Namoi Valley County Council to provide 
electricity to the far interior areas of the State. More county 
councils now use the method which in 1976/77 yielded $2.201 
millions in revenue. 

In Victoria the precept system was adopted by the newly
established Dandenong Valley Authority. Its rate yield for the 
1976/77 year was $1.939 millions spread over a number of muni
cipalities, most of which use Site Value Rating. 

A recent development in local government has been establish
ment of river improvement trusts with rating powers. Several of 
these trusts now rate Site Values and there will be further exten
sions. In 1949 country waterworks trusts and sewerage authori
ties were given powers to rate wholly on the Site Value where the 
municipal council within which they operated used that system. 
Previously they were compelled to rate the improved value of 
the land. Some of these bodies have already changed to the Site 
Value basis and the number will rise over the years. 

23 



Endorsements by Public Inquiries 

Over the last two decades there have been many public inquiries 
directly or indirectly involving the question of rating land on its 
"Unimproved" or "Improved" value. They have all endorsed 
the Site Value Rating principle either expressly, or by implication 
in not recommending departure from it. Some of these inquiries 
should be specially referred to here. 

In New South Wales the report of a five-member Committee of 
Inquiry under Sir Alan Bridge, Q.C., was presented to the 
Government in 1960, and it endorsed the system of rating site 
value in these terms: 

"In considering the competing claims for assessed annual 
(improved) value and unimproved capital value rating, the 
fact must not be overlooked that the latter has been the 
basis of local government finance for the past fifty years, 
during which time remarkable progress has been made in 
the development of municipalities and shires and in the pro
vision of essential services. It would require very good 
reasons to justify the abandonment of such system in favour 
of a system which in past years was deliberately discarded 
by the Legislature. In the Committee's opinion no such 
reasons have been established. There is a tendency, both 
in the States of the Commonwealth and in certain countries 
overseas, to adopt unimproved capital value rating." 

In 1964 a report was presented following a comprehensive 
inquiry into the rating system made by a Committee appointed 
by the Brisbane City Council. It was comprised of the Chair
man, Alderman N. L. Buchan, and twelve members representa
tive of municipal, real estate, manufacturing, commerce, labour 
and public administration organisations. The major findings of 
this Committee were as follows: 

"The present basis of levying rates for general purposes and 
for water and sewerage purposes on the unimproved capital 
value, with the amendments as suggested, is the most 
appropriate for Brisbane City Council . . . The Committee, 
after due consideration, decided that a change from the 
present basis to rating on the net annual value (improved) 
bas~s was not warranted." 

In 1966 a three-member Committee of Inquiry under New 
South Wales Supreme Court Judge, Mr. Justice Hardy, reported 
on questions of land tenure and rating systems in Queensland. 
Although the Committee had a full charter to investigate and 
make recommendations for most comprehensive change in the 
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rating basis. it said in effect that the State of Queensland had no 
practicable alternative but to continue rating the unimproved 
value of the land. The following extract gives the kernel of its 
findings on the rating systems: 

.. Practically an the evidence given before the Committee 
was to the effect that unimproved value. which has been 
used in this State for so long, had obvious merits and advan
tages over the other two bases . . . In view of the foregoing 
the Committee decided not to embark upon what must of 
necessity be a purely theoretical or academic study. namely 
whether as a matter of equity and public interest generally 
an improved or assessed annual value basis or some variant 
has merit on its side for rating and land tax purposes. For 
these reasons we have confined our attention to "the ques
tion as to whether for these purposes a .. basic value" or a 
"rating value" which is a modification of unimproved capi
tal value. has advantage over unimproved capital value as 
now defined in the Valuation of Land Acts." 

In New South Wales in 1967 a very comprehensive report was 
pre:;ented by a three-member Royal Commission on Rating, Valu
ation and Local Government Finance under the Hon. Mr. Jus
tice R. Else-Mitchell. Of the seven questions in the terms of 
reference, the main findings on the ones especially concerned 
with the rating system were: 

"A rate on land is the most appropriate method of finan
cing the services which councils are authorised to provide 
under the Local Government Act . . . 
"The claim that 'rates have reached saturation point' is not 
established . . . 
"On the question whether the rate should be on the unim
proved, improved or assessed annual value the findings were 
that there should be complete local option within the muni
cipal council areas on choice of system. This choice should 
be available for councils which now rate on the unimproved 
capital value basis. and the three water and sewerage cor
porations. now restricted to rating the improved value should 
also be given powers to use the unimproved value if desired." 

However, it was made clear in the report that this preference 
for local opt~on, as opposed to a mandatory system, was simply 
because the Commission favoured the general principle of free 
choice and not l::ecause of any evidence of desire on the part of 
local government or other bodies to depart from the Site Value 
basis. 
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The evidence given to the Commission by the Local Govern
ment and Shires Association was that the rating of land on the 
unimproved value basis should form the core of local govern
ment revenue but should be supplemented by revenue from other 
sources. An overwhelming number of councils from whom sub
missions were received supported the levying of rates on un
improved value. Councils in rural areas, individually and in 
groups, strongly supported unimproved value rating. Apart from 
the submissions of councils, the rating of land on unimproved 
or site values was supported by various bodies including repre
sentative rural organisations and individuals. These included the 
Federation of Progress Associations, the Real Estate Institute 
of New South Wales, the United Farmers' and Woolgrowers' 
Association of New South Wales, the Commonwealth Institute 
of Valuers, the Land Values Research Group, the Association 
for Good Government, the General Council for Rating Reform, 
the Valuer General for New South Wales (Mr. H. W. East
wood) and the Under Secretary for Local Government (Mr. J. 
T. Monaghan). 

Submissions in favour of the unimproved capital or site value 
basis were also made to the Commission on behalf of the fol
lowing bodies concerned with commerce: The Retail Traders' 
Association of New South Wales, the Country Traders' Asso
ciation of New South Wales, the N.S.W. Retail Tobacco Traders' 
Association and the Sydney Chamber of Commerce. This most 
important joint submission stated: 

"It is therefore held that the assessed annual value (Jand
plus-improvements) could not provide an equitable basis 
upon which to distribute municipal rates . . . It is therefore 
submitted that adoption of an unimproved capital value or 
site value would be the only common basis which is not 
influenced in any major fashion by man-made improve
ments." 

By contrast with this multitude of organisations supporting 
the principle of unimproved or site value rating it is striking that 
in the report no community organisations are cited as being 
opposed to that principle. Indeed, the only organisations that did 
express opposition were the Metropolitan Water, Sewerage and 
Drainage Board and the Hunter District Water Board. These are 
two of only three corporations currently rating land-plus-improve
ments. Their representatives were not against the principle of site 
value rating; for certain reasons they considered their current 
practice preferable and that they should be allowed to continue 
with it. Apart from these, the views cited in the report as in favour 
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of rating land-plus-improvements were mainly from isolated coun
cils or officers and individuals. 

However, the two major developments in Australia over the last 
decade emerged later out of that Royal Commission's report. It 
had recommended many changes which the Government was slow 
to act upon. By 1973, however, agitation over anomalies, particu
larly in water and sewerage rating by the two corporations serving 
the Sydney metropolitan and the Newcastle areas, had reached 
such a pitch that the Government felt obliged to act. It legislated 
in 1974 for a package deal in two parts, requiring: 

First - that all residential properties in these Corporations' 
areas be rated in future on the Site Value basis in
stead of the Annual Value of land-plus-improve
ments. Commercial and all other properties were still 
to be rated on the old basis. 

Second - that the Valuer-General was to be required to supply 
these Corporations with only the unimproved values 
for all properties. Assessment of improved values (a 
time consuming task which has been responsible for 
lengthening the valuation cycle to six years) was no 
longer required. In a general valuation all assessments 
are to be determined under market conditions ruling 
at a base date defined as the first of January of the 
year in which the general valuation commenced but the 
physical and other conditions of the property are those 
obtaining at the date of valuation. Because of his re
duced task the Valuer-General is able to shorten the 
valuation cycle in the Sydney and Hunter District 
Board's area to two years. Elsewhere the cycle was 
reduced to 'from six to three years'. 

Both these related developments were among the most important 
since ·the early years of this century in New South Wales. The 
change brought full Site Value Rating to 1,100,000 dwellings in 
tbe Sydney and Hunter statistical divisions which had previously 
only been paying their municipal rates on that basis and their 
water, sewerage and drainage rates (which penalised most homes) 
were on the Annual Value of land-plus-improvements. The mag
nitude of this change will be seen when it is said that the total 
number of occupied dwellings in New South Wales was 1,500,000 
at the 1976 census. So almost three-quarters of the homes in the 
whole State were affected by it. This is reflected in the site value 
revenue figures shown in the N.S.W. section of Appendix .. C .. 
at the end of this paper. 
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The improvement in valuation technique which has enabled the 
Valuer-General in New South Wales to re-value properties on a 
two-yearly cycle will probably be an even more important develop
ment in the long run. Valuers in other States are aware of the 
need to get down to the ideal of an annual valuation. Valuation 
authorities realise that their task attracts complaint when the rate
payers are billed on valuations five or more years behind the 
market conditions on which they are based. The Victorian Valuer
General has already gone on record that he is aiming to get his 
State on to an annual revision basis. The four-yearly cycle in the 
Victorian metropolitan area was in itself a great step forward 
when introduced about 12 years ago. Other States will fall into 
line and computerisation can make annual revisions possible. 

In South Australia, too, the Valuation authorities are concerned 
to improve the relevance of the land-value assessments to the con
ditions of the times when payment is sought. They have brought 
out a land tax equalisation scheme with this object. Their valu
ations are made over a five year period. One-fifth of the State is 
re-valued each year and for the remainder the existing values are 
multiplied by equalisation factors. 

In Victoria, advance has been made towards change of the 
Melbourne and Metropolitan Board of Works rating to the Site 
Value basis in the wake of the New South Wales example. A 
public inquiry into the organisation and operations of that body 
-including the rating system- was held in 1978. The General 
Council for Rating Reform made comprehensive submissions re
ferred to appreciatively in the report of the Inquiry, which recom
mended that the reorganised Board of Works should have freedom 
to choose whichever it wishes of Site Value, Net Annual Value 
or a combination of both instead of being restricted to the N.A.V. 
as now. The report also urged an investigation by the Board to 
decide which basis should be used. The re-organisation of the 
Board was pushed through quickly by the Government but did not 
include the recommendation of the Inquiry for provision of an 
option to change the rating basis. This is disappointing because 
they were not being asked to commit themselves to the change but 
simply to provide the option to enable it to be made at a later 
stage if desired to use it. 

One point that needs to be clarified here is the impression gained 
by many overseas enquirers and Australian citizens, that the level 
of our local government rates is very low by overseas standards. 
Hence it is reasoned that the Australian experience may not be 
a guide to their own conditions. This impression is fostered by a 
deficiency in the content of our own Australian Bureau of Statis-
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tics publication on Public Authority Finance, Taxation, Catalogue 
No. 5506, issued annually. It gives statistics showing for each 
State the total contribution received in Local Government rates. 
Readers will naturally think that the figures shown are the total 
contributions (as they appear to be) when in fact they are only 
the proceeds of the general rate for councils and take no account 
of other special extra and separate rates, or water and sewerage 
rates where these are provided by councils or other bodies. In 
fact, in the metropolitan cities in which the majority of the rate
payers live, water, sewerage and drainage are undertaken by 
separate public corporations whose rates are about as much again 
as those of the councils. But none of the figures for the rates paid 
to these corporations get into the official publication. They are 
not included on the technicality that water and sewerage are re
garded as business undertakings and not municipal services, even 
when the councils undertake those services. 

The aggregate figures for these corporations are included in 
Appendix "C" of this paper but have to be obtained by approach
ing the Corporations directly. Even apart from this major under
statement of the level of our services and costs the mere quoting 
of cents in the $ for councils can be misleading because the rates 
payable are determined by the valuation of the property by which 
the rate in cents is to be multiplied to calculate the ratepayers' 
payment. The general rates in Central Sydney Subdivision in 1976 
averaged 1.679 cents. This looks low because land prices in Sydney 
are highest in the State of New South Wales. But the rate in cents 
in the $ of valuation rises progressively as one goes inland away 
from the capital city. For councils in the Hunter Division it aver
ages 4.600 cents. Further away. in the North West Division it 
averages 7.121 cents over the 16 councils in this area. This looks 
a relatively high per cent rate only because the land valuations 
there are very low compared to those in the metropolitan area. 
There, less of the site value is needed to provide local government 
type services and more remains available to provide other types 
of public services not needed in the remote regions. Further, the 
1.679 cents rate cited above for Sydney is only that struck by the 

·municipal council. It does not include the rates payable for water, 
sewerage and drainage levied on the same properties by a separate 
rating body. They would add at least another cent in the dollar 
to the total. 

The Continuing Demand For Further Extension. 

The continuing efforts in support of Site Value Rating are 
directed towards its extension rather than to the defence of those 
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areas already won. The activity in this direction is perhaps most 
concentrated in Victoria in two major directions. 

First is the drive conducted by the General Council for Rating 
Reform to have the Water, Sewerage, Drainage and Metropolitan 
Improvement rates levied by the Melbourne and Metropolitan 
Board of Works changed from land value-plus-improvements to 
the Site Value basis. This Authority serves the whole metropolis, 
which contains two-thirds of the total population of the State. As 
approximately three-quarters of the tenements in the Board's 
territory rateable for water are already paying rates on the site 
value basis for municipal purposes the strength of the case for 
the Board's rating to be brought into line with the majority is 
obvious. 

The other major campaign to have a State Development Fund 
established, to be tmanced by a rate over the whole State upon 
the site value, is being pressed. The proceeds of this would be used 
to cover the annual costs for interest, sinking fund, and part of 
the capital expenditure on developmental works such as rail
ways, highways, trams and buses, electricity, gas, and town plan
ning activities - and simultaneously to reduce the charges to the 
users of these public utilities. The concept of a State Develop
ment Fund on these lines was first developed in 1944 by Sir 
Ronald East. who was then Chairman of the State Rivers and 
Water Supply Commission. It has since been taken up and is being 
pressed by several public bodies. 

There have been other public inquiries in South Australia, 
Western Australia and Tasmania which have been of deep in
terest and to which our colleagues have made submissions but 
which cannot be dealt with in this paper. 

One of the most important has been the Land Tenure Inquiry 
conducted under the Hon. Mr. Justice R. Else-Mitchell which 
raises matters of deep relevance, upon which the writer was one 
of those presenting submissions. But this subject is so wide th.at it 
would need a special paper to do justice to it. 

7. WHAT IS THE TOTAL POTENTIAL FOR SITE RENT 
AS REVENUE IN AUSTRALIA? 

In Section 3 it was estimated that in 1976/77 the total capital 
value of the landed estate of Australia i.e. its site values, was 
$105,680 millions. 

Based on this figure and assuming the site rents to be 5 per 
cent of the unimproved capital value we may assess the apparent 
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site rental values of land still remaining in private hands, uncol· 
lected by government but nevertheless constituting a potential 
source for revenue as being $5,284 millions plus the mineral and 
forestry royalties received from the publicly owned natural re
sources. On the face of it this falls far short of the total needs of 
government. 

What then is the total potential for Site Rents as Public Revenue 
in Australia? 

We shall have to delve deeper. 

Firstly we must be sure of the meaning and full significance of 
some of the terms we are using. "Unimproved Capital, Val,ue" 
and "Site Value" have been discussed in Section 3 of this paper 
and for most purposes are interchangeable although many of us 
prefer the latter term. In practice the "Site Val,ue" of land is de
termined by a qualified and registered land valuer. He examines 
the available evidence-largely sales and rentals of comparable 
land-and arrives at a figure which he considers the evidence indi
cates that the land would fetch if offered for sale. Thus the site 
value is the estimated site price. Whatever affects site price affects 
site values. 

Site price is the result of intensive competition. It is invariably 
the most that can be squeezed out of a land hungry people and is 
the capitalisation of that part of the site rent left in private hands. 

Put more money in the hands of the people and land prices will 
surely rise. Reduce the money in the hands of the people-land 
prices will rise more slowly or even fall. 

Taxation of labour and industry-by reducing the amount of 
money left in the hands of the people-tends to reduce land prices. 
It also discourages the production of wealth and the rendering of 
services-i.e. it slows down the economy and still further reduces 
the demand for land. Reduce most forms of taxation by $X 
yearly and land prices will soon rise to absorb all or most of the 
amount saved by consumers, thus increasing the overall site rent 

·potential as a source for public revenue. 

H this additional site rent is collected as public revenue one 
would expect site prices generally to fall. Not necessarily! The 
price of some-poorer-land may fall, the value being transferred 
to better land but over all site prices will be higher because the 
rewards to labour have increased as the result of the reduction in 
dis-incentive taxation and of the availability of more suitable and 
productive sites. In Victoria we have seen this happen every time 
a municipality has changed to Site Value Rating. 
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The surge in the economy resulting from increased site value 
taxation will undoubtedly increase general taxation revenue-pos
sibly by more than the initial reduction of $X. Just how many 
times we must repeat the above process so that ALL revenues 
come from site rent I cannot say but one thing is clear-the total 
potential site rent is considerably in excess of the sum of ALL 
existing taxation from all sources plus the site rent remaining 
in private hands. 

Several factors will tend to reduce site prices. The land specu
lator will be frightened away and site values will fall to give labour 
a return not less than that available at the margin. As labour takes 
up opportunities to use the formerly under-used but better land 
the margin will contract on to better land. This has already hap
penecl in Australia. Much marginal land that was taken up and 
cleared two or three generations ago has reverted to national parks, 
forest etc. 

Technology is a major factor in the retreat of the margin. Tech
nology is giving us greater production from less land with less 
labour. Although land at or near the margin falls in site rental 
value other land rises in value-the total rise greatly exceeding 
the total fall. 

Man's expectations can also influence his hunger for land. This 
was demonstratecl in Australia when colour television was intro
duced. Colour TV sets cost $800 or more and it was anticipatecl 
that it would take up to ten years to achieve 80% acceptance. 
Actually this figure was achieved within two or three years be
cause young couples delayed buying land for their home and 
bought television sets. This reclucecl the competition for newly 
sub-divided land and new houses but caused rents to rise for flats 
and for commercial areas, benefiting from the television boom. 
Perhaps such rising expectations are merely another consequence 
of rising wages resulting from the contracting of the margin. 

The factors that will cause land values to rise include: 

(a) greater efficiency of labour due to more suitable land being 
available; 

(b) removal of taxation disincentives; 
(c) the release into the productive workforce of formerly non

productive government servants, land speculators etc.; 
( d) technology. 

These factors suggest that the effects of extension of the prin
ciple of collection of the site rent potential for public revenue are 
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not static but dynamic. They tend to encourage proper use of 
natural resources and so augment the fund available for further 
public works. 

The immediate question now is how far would the amount of 
something exceeding $5,284 millions remaining uncollected in pri
vate hands go to meet our public revenue needs? 

How far would this Revenue go? 

We now examine the figures for the total public revenue re
ceived by all Australian Public Authorities (Federal, State and 
Local Government combined.) Those are published annual1y by 
the Australian Bureau of Statistics in the series "Government 
Financial, Estimates" Catafogue No. 5501.0. Combining Tables 5 
and 6 for the Federal, State and Local Authorities (but omitting 
the item grants from the Federal Government which are included 
in its total in Table (6) the overall position for year 1976-77 is 
seen to be: 

Taxation 

Other receipts 

Gross income from public enterprises 
Property income 

Interest, land rent, royalties .... . ... 

Total receipts of public revenue .... 

1. Revenue From Taxation. 

$ millions 
24,824 

2,034 

1,890 

28,748 

Of the total $24,824 millions collected in 1976-77 as taxation 
revenue $2,676 millions is actually site-rental collection in its 
nature. It comprises: 

(a) $220 millions as land value taxes levied by State Govern
ments; 

(b) $1,319 millions as land value rates paid to Local Govern
ment Councils or to Water and Sewerage Corporations 
within the States; 

(c) $1,137 millions as crude oil levy and other mineral levies 
collected by the Federal Government from local producers 
and recorded under excise revenue (but which really equate 
with royalties on State-owned minerals). 
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2. Public Revenue other than Taxation. 

The part headed "other receipts" totals $3,924 millions which 
supplements the yield from taxation. The whole of this "other 
receipts" item is in its nature public revenue from public pro
perty. 
The first item under that heading is $2,034 millions which is 
the gross operating surplus over working expenses of public 
trading enterprises. Of this part is actually rates on land levied 
by local government councils or corporations responsible for 
providing water, sewerage, electricity, gas. Such services are 
regarded as Business Trading Undertakings, and the yield of 
the rates levied is recorded separately from rates levied to 
finance the "ordinary services" of councils. The rest of this item 
is the operating surpluses of statutory bodies created by the 
Federal or State Governments which recover their costs in 
charges from the users of the services. (See the special note 
on page 42). 
The second item under 'other receipts' is property income re
ceived by the Federal, State or Local Government level con
cerned in the form of interest, land rent or mineral and forestry 
royalties which together total $1,890 millions. 
Summarising, of the total $28, 748 millions collected as public 
revenue at Federal, State or Local Government levels in 
1976-77 the site rental content was: 

(1) Already collected under taxation 
Part as land value rates and land tax 
part as crude oil or other levies 

(2) Income from public enterprises 

(3) Public Property income 
As interest, land rent and royalties 

Total already collected 

$ millions 

2,676 

2,034 

1,890 

6,600 

Adding to the $6,600 millions already collected as public revenue 
the estimated $5,284 millions remaining in private hands the poten
tial land revenue yield instead of taxation under the conditions 
applicable for the year 1976-77 would have been $11,884 millions 
for Australia as a whole, out of the total receipts of $28,748 mil
lions for the Federal, State and Local Government combined. 
Clearly the site rent potential under the conditions applicable at 
that year would have been unable to provide all the revenue then 
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received by the governments and allow all taxation other than 
land value taxes and rates to be abolished. 

The relative split would have been $11,884 millions from site 
rentals or equivalents compared to $16,864 millions from taxes 
upon the earnings of labor and industry. Even if this was all to be 
considered any open minded enquirer must surely agree that the 
potential land rent revenue disclosed would go far further towards 
replacing harmful taxes than he had previously thought. 

But the conditions applicable up to the change to collect the 
site rental value of land in lieu of taxes would be radically dif
ferent after its partial implementation and allow of its further 
extension. 

Consider what would happen if the Australian Governments 
concerned decided that from the transition year 1976-77 they 
would implement the change to coIIect the site rental values as 
far as practicable within the initial estimated total of $5,284 
millions still uncollected and to simultaneously reduce or 
abolish their taxes on goods and earnings by the same total figure. 

The conditions before and after the implementation of this 
change would be very different. The substantial reduction or 
abolition of taxes on production and earnings under the new 
conditions would stimulate and encourage production where the 
present taxes now discourage and cripple it. And to shift the 
burden of taxation and exchange to the site or rental value of 
land would not merely be to give new stimulus to the produc
tion of wealth; it would be to open new opportunities. For under 
this system no one would care to hold land unless to use it, and 
land withheld from use would everywhere be thrown open to im
provement. It would remove the already dangerous level of un
employment. Not necessarily by direct action of unemployed 
people to employ themselves on land, though that could happen 
in many cases. But more generally by the opening up of oppor
tunities to others with the skills and capital to use them and 
who would need the services of people now unemployed. 

The change would bring into strong operation the factors listed 
·on page 32 which will tend to cause the overall site rental value 
of land to rise greatly in the regions most favorably situated to 
take advantage of the new opportunities opened up. These rises 
will be mainly in the urban areas where access to other inter
related industries, firms, markets or raw materials is important. 
In these areas land price and the site rents they reflect will rise 
and balance out reductions elsewhere with the shrinkage of the 
marginal lands. Thus the site rent fund will grow to progressively 
allow further reduction in the remaining taxation content until 
it is eliminated. 
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Mineral royalties can also be expected to swell the land revenue 
fund as governments are now negotiating more realistic terms for 
public sharing in exploitation of our natural resources. This should 
also increase the site rents from treatment plants and other related 
areas as well as at the points of extraction. 

A change of such ma$fiitude as to abolish $5,284 millions of 
incentive-destroying taxation working against production and earn
ings would in itself be a great step forward for all sections of 
the community. 

Of equal importance, working from the opposite end, would 
be the complementary part of collection of an equivalent addi
tional amount as public revenue from land value taxation or site 
rent which would make it unprofitable to hold natural resources 
under-developed. Together they provide the classical "carrot and 
stick" combination which has contributed so much to human 
progress and will again. 

That has been the experience in the smaller-scale application 
at the Local Government level in Australia. Two-thirds of all 
local government councils on this continent have now un-taxed 
the improvements and rate the site value only. The principle is 
the same. The stimulating effects at Federal and State level would 
be of the same kind but greater in degree than observed at the 
local level. 

Implementing the Change 

In the extended application for Australia it is not proposed that 
any <;hange be made in the structure of the Government. The Fed
eral Government and the State Governments each have their own 
fields of operation and retain them. It would be necessary for the 
Federal Government to legislate to apply the principle so far as 
its own taxation field is concerned and for the State Governments 
to do likewise for theirs. It would be necessary for the Federal 
Government to have access to the site valuation figures now esti
mated by State valuers except in its own territories. This infor
mation was previously available to it when a Commonwealth Land 
Tax was levied at which time, by agreement with the Western 
Australian Government the Federal valuers made the valuations 
for that State. 

In this discussion it is considered a necessary and prudent start
ing point that, in applying such a comprehensive scheme to an 
inter-related group of operating Federal and State Government 
machines, the total revenue accounted for under the old and new 
bases be the same. 
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Implementation of the schemes would necessarily commence 
with programmes limited to the total yield of the site rent poten
tial already collected, plus that remaining uncollected in private 
hands at the time of implementation as assessed by qualified 
valuers, plus adequate royalties due from mineral and forestry 
resources which should also be assessed by experts annually. 

As the schemes would initially be yielding less than the total 
sum required to abolish all taxation other than land rates and 
taxes, the Federal and State Governments would need to decide 
whether they would reduce all taxes proportionately according to 
the funds available or abolish some taxes completely or to greater 
extent than others in the initial stages. It may be considered best 
to abolish or reduce first some types of taxes the incidence of 
which is considered more serious to the community than others. 
It would certainly be desirable to spread the reductions in general 
taxes over a wide spectrum of the community to assure that as 
nearly as possible all productive sectors benefited immediately 
by the change at the outset. 

There should be inbuilt into the schemes from the start pro
visions for review of the extent to which the growth of the land 
rent fund enables further reduction or abolition of taxes to be 
made. 

It can be confidently expected that-with the opening up of 
new opportunities for labor and capital under the new conditions 
-the land rent revenue overall would rise greatly and the remain
ing taxation content shrink to the point of abolition within a few 
years. Part of the general taxation content reduced or abolished 
would be absorbed or reflected in the increased site rent funds 
available to the governments involved for community purposes. 

One of the major areas which offers prospects of rapid build-up 
of the land revenue to enable acceleration to the process of aboli
tion of other taxes lies in recent developments in the mineral in
dustry in general and of petroleum in particular. In Australia all 
mineral rights are vested in the Crown except those on land which 
was granted before it began to reserve mineral rights. In practice 
these private mineral rights are important only in the New South 
Wales coalfields. There have been recent large scale enterprises 
established handling iron ore in Western Australia, coal and 
bauxite in Queensland, and others in development stages else
where. For petroleum there are limited oil and gas fields in use 
but others inland and on the north-west continental shelf are in 
the development stages. The petroleum royalties bein~ collected 
now are already great but will escalate as the new fields come 
into production. The total royalties already received as public 
revenue in 1976-77 were $201 millions for minerals and $43 mil-
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lions for forestry timber. They can be expected to grow rapidly 
over the next few years. But they cannot be quantified in advance 
in this report. 

A new but related development has arisen in the last few years 
which makes it certain that there will be greatly accelerated growth 
in the site-rental revenue available for public purposes in Aus
tralia. This is the adoption of import parity pricing of local pet
roleum production. It is accompanied by the collection by the 
Federal Government of a progressively increasing crude oil le'V} 
which, in the year 1976-77 produced a revenue yield of $1,137 
millions and is expected to rise to $3,000 millions in 1980-81. It 
is additional to-and not to be confused with-the normal roy· 
alty payments collected by State Governments. 

Within the last few months leading up to the final stage of 
printing this paper there have been several new developments 
which make it imperative that the programme set forth in brief 
outline in this section be considered, pressed for, and implemented 
as a matter of urgency. These new developments are: 
(1) The Federal Government has stated that it must seek to de
velop a new major tax field to replace reliance on income tax 
as its basic revenue source. Its reasons have not been spelled out 
clearly but are not hard to find: 

(a) It is concerned at the manifest injustice in treatment of 
the ordinary salary and wage earners under the Pay-As
You-Earn Scheme,for whom income tax is an inescapable 
burden-as compared with those outside that system who 
are increasingly finding means of avoiding or reducing 
their payments; 

(b) Tax loopholes exist and schemes are devised increas
ingly to evade or reduce the tax payable. Even though 
loopholes are eventually removed by new legislation that 
is not retrospective and the government loses substantial 
revenue in the meantime; 

(c) It would be hard to find anywhere a more damning in
dictment of income tax as a source for public revenue 
than disclosures published in .. The Herald" Melbourne 
(6.10.80) where it was reported that .. England's richest 
family paid only $20 in income tax in 60 years, because 
of a tax loophole." This referred to the Vestey family 
which has a vast fortune in the meat business, ship
ping, clothing, insurance and includes substantial Aus
tralian holdings. 
The Treasury had now said that Section 412 of the 1952 
Income Tax Act was being reviewed by the British Go
vernment after a decision by the Law Lords which fav-
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ored the Vestey family. The Law Lords ruled that while 
the Vesteys, over a particular four year period, were liable 
to income tax on $8,729,000 and surtax on $14,819,000 
they need not pay a penny. 

The implications of this case show that the use of Income 
Tax as a means of raising public revenue should be 
questioned. The fact that such a loophole could exist for 
60 years without officials (and the government) knowing 
that ANY firm was not paying their tax on income of that 
magnitude shows that the system is worthless. It is ob
viously riddled with injustice between income earners of 
large magnitude who are paying huge sums and others 
on the same income who are not. Justice should be 
central to the system of collection of public revenue. Land 
value taxation conforms to the criteria to be expected 
of the best form of tax while income tax does not. Among 
the most important of these requirements of a tax system 
are that the tax cannot be avoided or evaded. A land 
value tax fulfils this requirement perfectly for land cannot 
be hidden. Even when built on its value can be assessed 
accurately from rentals or sales on the property market. 
It is easily and cheaply collected and falls as nearly as 
possible on the ultimate payers. 
It bears equally so as to give no citizen an advantage or 
put any at a disadvanta,!!e as compared with others. It 
bears as lightly as possible upon production-so as least 
to check the increase of the general fund from which 
taxes must be paid and the community maintained. 

(2.) The use by companies of transfer pricing is a method com
monly used to minimise tax payments on profits. It involves sell
ing products to overseas subsidiaries at prices well below market 
levels, so that profits are taxed in another country at more favor
able rates than exist in Australia. The use of transfer pricing by 
some internationals has been a persistent criticism of their oper
ations in Australia. The reality of its use was brought out in a 
recent High Court decision on a case between the Australian Com
.missioner for Taxation and the Commonwealth Aluminium Cor
poration, a subsidiary of Comalco. The company had been selling 
bauxite at low rates to a Hong Kong based subsidiary which then 
sold the mineral to the eventual user in Japan at market rates. 
Profits in Australia, where the taxation rate was nearly 50 per 
cent, were low. Those reaped by the subsidiary in Hong Kong, 
where the tax rate was a mere 12.5 per cent, were high. Australian 
tax law does not prevent a company classified as Australian con
trolled from engaging in this practice. The Taxation Commissioner 
lost the High Court appeal to have the company pay tax at Aus-
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tralian rates when it was held that control of Commonwealth Alu
minium is in Australian hands. 

Yet the whole problem is an artificial one which will disappear 
if income tax is substituted by land value taxation. The real work 
of aluminium production takes place in Australia on extensive 
and vaIUable sites and the payment to local revenue could not 
then be avoided. The artificial set-up of operating through foreign 
based intermediaries would become pointless. 

x x x 

Attention is specially drawn to the schematic diagram included 
as Appendix "D" showing a break-up of the total Site-Rent rev
enue potential of Australia under six major headings. It has been 
prepared by Mr. Noel Wigmore, Registered Valuer, to whom due 
acknowledgment is made. It gives a useful visual picture of the 
currently operative factors in distribution of Site-Rent under 
present conditions. 
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SPECIAL NOTES 

Note on Minimum Rates 
In Section 2 reference was made to recent changes in Legis

lation which depart from the basic principle of justice in treat
ment of ratepayers under the municipal rating system. The essen
tial principle is that all ratepayers within the rating area share the 
cost by an equal rate in the dollar levied on the value of their 
property. That is equally important whether the rating system be 
Site Value or Improved Annual Value. Until recently legislation 
of long standing had specified a small minimum sum be payable 
sufficient only to cover the cost of the council for valuation and 
the paperwork involved on small properties of low value which 
would otherwise not yield enough in rates to cover these costs. 

But some years ago the Governments, first in New South Wales, 
followed by that in Victoria, naively legislated to remove all maxi
mum and minimum rates in the belief that most councils were 
run by responsible councillors who could be trusted not to abuse 
their new freedom. It took only a very short time to prove they 
could not. A high proportion of them struck very high minimum 
charges which had the effect of robbing the owners of low valued 
properties in order to subsidise with lower rates the owners of 
highest valued properties. In both States the Governments were 
concerned and threatened that they would withdraw their powers 
to impose minimum charges. This has borne fruit in N. S. Wales 
and a ceiling has now been imposed there. But combined with this 
legislation was a new power to impose differential rates in various 
sections of a council instead of having a single uniform rate over 
the whole ward or riding. This is not as objectionable as minimum 
rates because the differential rates preserve the relativity between 
the ratepayers according to the value of their properties. 

The Victorian Government has not yet legislated to remove 
minimum charges which are fundamentally evil. By making the 
minimum high enough the rating system can be destroyed and 
turned into a flat charge payable by the greatest and least valu
able holdings alike. It has not got anywhere near that yet here. 
~ut eternal vigilance is the price of liberty. 

Note on the City of Canberra 
Canberra is the Capital Oty located in the Australian Capital 

Territory. It was founded as a Territory owned by the people of 
Australia where freehold tenure was forbidden and land to be 
held on leasehold tenure only, subject to periodical revision of the 
site rentals at 20 year intervals. These intervals to re-valuation 
of rents were long and allowed land price to build up till private 
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