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RATING LAND VALUES IN PRACTICE 

Bl."SU!ts in Greater Melbourne 
{T.he }l:ditori&t Ho~rd be.1i<t\'aS that o e.tu.dl! of th~ actual 

J:"'!:SUlte of t he oPen.tton of the r>loting '1!'.ld taxalJOA ()f tand 
val11es i n to"-e in Auatra.lfa will Pro"e r>f V"a..!Ut:i Co ~couo­
mistt:, sf.:ltesmen and George.ans tbroug1'<>ut the- w.orhl. Tt 
~·n1. therefore. p rlnt ~ scrlC$ of articles aummarising the3e 
))ra.etical or!oots. The ftt'st of these stateme-lltl$ i& given 
bclo\v u.nd is d rc:w-1\ ( tom a.a '1Xhaustiv-c O.Jllllysls made by 
A. R. l:lutchiasq.u, B.Sc., l;)Crlion e>t wb1cb. has alrea.d't been 
Mub:njlhtd in Oi•i<lecee to ollieial fJodlct; .. ) 

In Victoria the ratepayers have the option of 
drawing their lcxml gtivcr.nrmu1t 1-evenue from eiiber 
rates upon Land Values or 11poo ll1t' Annual Rental 
Value sy~tem, wider which tho ltulk of the rates fall 
up<1n Ui'e im1rrovement~. Rating upon land values 
may be adopted by resolution. of tlle municipal council 
0r ·upon a· poll of ratepayers which must be held if 
10 per cent .. of the ratepayers sign a <petition asking 
for a poll. 

Of t he 28 d tie.S and one sbrre comprising .Greater 
)'lelbotirne 11inc cities ltiwc so :far adopk>d rating 
u}X>n laud valuP.l\ by one or 0U1er of these methods. 
The area coverro h.v these niile cities is SS,26-0 acres 
of tlie total 125,9'l6 acres, or 30.5% of the total al'<)U. 

Comparisons are possible between· the development 
of these two. groups of citfos, the <)ne ratiuz land 
valut-s and the other :rating upon irnpr·oqeme.nts.. In 
many rcsp.,oets° these comparisons Jnay he m 01'6 i'(!li­
alJ}e tha11 interstate comp,·n~SO!l.$ of development sin ce 
t.hA comparfaons are not complicated by different 
political policies which may exist in the States. The 
comparisons have been made of certain key indicaw rs 
of municipal pr()(<p<>.rily. 

Jn maJ<in,g · romparisons it is 11eee~sary to ensnre 
th<1t the district! conai1lered are really corupan ble. 
I t would be absurd, for instance, w compm·e develoJ>­
ment of the business centre of t.he city with a peri­
meter district. '!'he cities arc, t herefore, divided into 
~ix 7.0ncs a ceordiug to th<,ir l'l\iJ ditit:lnce> f.l.'l)m 
Flind"rs Street Station. Th.e .diRtanees for the cities 
included in each zone as given below were determined. 
by averaging the rail distances of all railway stations 
within their ooundm:ie.s. 
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The zones in which eomparisoos aro possible ai·e 

numbers ·1, 5 and 6, none of the first three zones· 
havil:tg adopted land value rating as yet. The re-

111&.nmg three areas included in Greater Melbourne 
ae perimeter cities · 11'!.ordialloc (15 mile.~), Chelsea 
120 miles) , and lhe shire -0f llraybrook, portion of 
.. hich is only six miles from :Melbourne. Tho first 
wo of these. r ate on land values and the latter on 

A.nnual Valire. This perimeter .group will be t he 
11bject of a separate study and will not be dealt with 

..ow. 
Compurhrons ha\>e be.en mru:k of !milrung activity, 

-ates ·pa.id by vacant and imprc?ved proi:erties, a.motmt 
.1 the m tP..s falling upon improvement.-.. ~))<..>e11la.ti '1e 
oldings, :relative r ates of increruie of laud values and 
ie valu() of impro.vements and the municipal r evenue 

per acre. 
Sew Dwellings °Built, 1928-1942, per Acre Available 

The most imP-Ortant single one of thl'se indicator s 
the item of building activity, for upon t hiil depends 
e p.ro.«perity of the huilding iildu.-try ancl all t hose 
cpendent ·upon it . :\!erely to state the n umber oJ 
o.ses built in the wnes considered would be to 

resent an incomplete picture. It is necessary to 
~ve regard to the ai·eas available for building upon, 
T clearly russ building can be expected in an arl\a 
ready 90% built upon than in one 50% built upon. 
erefo1·e building a.ct iv;ty in the following compari­

has been expressed in dwellings built per acre 
I ailable fol' building. 

JJ,a.ting Syslen1 Zone 4 Zone b Zon e 6 
•• Land Values -·· .... .... . ... 1.7 0 1.54 .... · O.r.o 
un ual ValoG. ··-· . .. . .... .••. 1.12 ..•. 0.65.5 •••. 0.30 
~ ..L. V. Group ae- ver cen t. 

ol A.V. Gron{) ... . - ·· ··- 15Z ·- 236 2!•0 
In each zone it is seen that building activity is 

.,.. considerably . g1-eatcr in the land value rating 
CJps. 
Vaine of All Building Coostruetion, .1928·1942 
The value of all builcling adivity -expl'l);;sed in 

Jnds per nett acre available ah e:i· lleducliug volili<: 
reserves, roads and stl'eet~ and area ·ah'<o'tldy built 

•m is g ivc_n below· for e.ach zone. 
na.t1.llg System ZQne 4 Zone 5 Zone 6 

..L. v a..tue ............ ·-· £2178 .£1900 · ·- .£~f 6 
t>.nual .Value '.._ . .... _,, ~15 6 0 .. .. £791 !276 
L. V. (}rouu as per 
cenL Of A.V. Crouv .. 140% 24 0% 231. % 

In each mne the val ue of building activity .unmis-
takably 1>uppor ts the claims of su1.>1mr ters of land 
L ~e rating that it should s timulate .l>Uilding activity. 

Municipal Rat.t.'8 }<'ailing Upon Improvemen ts 
The amount of the rate..'! which are borne by 

[inqrovements are shown below for each zone for t he 
~1-~ . 
.._,~atlDg System Z-One i Zone S Zone 6 
_Ju.t... Value .. - ·· ··- Nil ~ll Nil 
Annaal Yalue .... . .... £221 .800 .. .. !:2o>G,30Q ... : i~ 6,4 00 

These figures a1·e ver y striking. They sho\v that 
improvements a.re called U]l(ln to PilY l~ ver y· cou­

JllO!ernblc amount· each year as mtcs under the 
ual Value syst-em. l n effect Lhis amoitnts to a · 

nsiderable n lll!I imposed upon the building indus-
·s. The yery cons.iderable aums involved are a 

tion from maintenance tirovision and in conse. 
eoee properiiea in district.s 1-ating on t he .Annual 

• altie system are allowed to fall .into disrepair mo1·e 
te~~Uy owing to · depletion of the funtls f rom 

·Ob re1Jairs and · extensions should be met . These 
yBnts are a direct bul'den upon ~he .buildinJ!' con-· 
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struction industries and those dependent upon them 
for their livelihood. 'fhe land value rating grouJ.lll 
m-e free of this burden with the resultant dt~velop­
meut o·f the building const;'Uetio:n seen in the prec 
ceding paragraph. 

Ra ties Paid per A )'e(":lge Dwclli ng 
The average rate µaid by the average of all d\vell­

ings is given below for each· of the three zones, the 
·figures being for year l.939. 

Rating ·system Zone 4 Zone 6 Zone S 
U.L. Vatue -·· -·· ·· ·- . ... i~ 13 1) •• J:f 11 O •. £• 9 O 
Anuoal Valoo ........ -·· £6 17 O •. .C6 6 6 _ £5 4 O 
l>iff~renea -·· ........ .... !:O 4 O .. £ 1 1 5 6- _ £0 15 O 
~."\r, Gronp as per cent: 

of U.L.V. Ornup ..•. .... 104 139 117 
. 1n eacli case there is a saving to t he average 
house-owner unde1• the land value rating system. 
The amount of this saving ia less in the inner dis­
tricts where there j~ less vacant land. This is not 
the whole saving• in m tes to the house-owner, how­
ever . The actual saving depends upon the ratio -0f 
the value of the house compared to the site up·ou 
which it stands, and for highly improved properties 
this saving exceed$ tlie average ~hown abovo many 
times over. In all cases, however, it works to en­
cour;ige improvem(.'Jl(, of holdings. 

Rates Paid by Vacant .Blockli 
The average rates pa.id by. vacant blocks in each 

of the three zones a1·e compa.rt>d below for the year 
1939. 

ft.a.ting System ZoDe 4 Zone 5 Zone 6 
'C.L. Value ... . . ... .... . ... f o 13 o .. ~4 11 o _ £4 9 o 
Annual Yalu• · -· .... -·· · £1 7 0 .. £1 4 G _ £) . . o O 

'fhcae figures are t he avera~ for all blocks -0f 
land in the zones, whether built upon or not As the 
vacant blocks al"e gene1-ally le88 central and, the.re. 
fore, less valuable· t hese rates will somewhat exceed 
tile actual average<5 for vacant bloeks, hut to the 
sarne degl'E*- under ei thei· system. 'J'he disparity 
between tho amounts payable under the. two systems 
is great Clearly, speculative holding- is discoun1ged 
und<:>.r the U.L. V. system, where-as it is encouraged 
by the nominal mtes payable under the Annual Value 
system. 

Effect Upon Vacant Blocks . 
The percentages of the t-0t.al blocks which were 

. still vacant at 1939 are given below for ~aeh of the 
· three 7.0nes. 

Rating Syslt<m . Zone 4 
lLL. '\.'a.luc . .. . ........ · ··- . ... 10 
Annu>.1.l \~alue .... ........ ··- .... 15 ... . 

Zone 5 Zone 6 
97.5 ...• 31 
45 .... 60 

A.V. Group as pQr cent. of 
U.L.V. Croup .... .... .... '.... 150 .... lGG .... 164 

It wm be seen that the expectation that specula­
tive holding would be discouraged by t he · higher 
rates upot\ vacant land is ve1"Y .strongly supported hy 
the obsP.rve<l .resu.11.s. The extent t-0 which specula­
tive .holding has !rec;n discouraged ii> ·in much Lhe 
same proporlir>n in each of tlie zones. 

Effect Upon Multiple. H-0ldings, l921-1939 
'fhe change in the proportion of m ultiple holdings 

(where. a ratepay~r holds ·more than one -property) 
is a very important indicator of the extent -0f specu­
lative holding. Jn, the~.e cases, at least one of the 
holdings must be purely speculative. The e.hange 
over the 20-year period ia shown below for each zone 

· as a percentage of the number of multiple· holdings 
at l9Zl, . · ' 
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Rating Syatem Zone 4 Zone 5 zone 6 
U.L. Value .... ... . -$7.5% - 25% .... + SS7 % 
A.Dnual Value - ·· +1% +GS% +564% 
' The figures for Zone 6 relate to Oakleigh and 
Moorabbin i-cspectivcly, figures for the other two 
cities not being available over the· full period. The 
heavy inci·eases in this zone imply speculative sub~ 
division of holdings which were previously agricul­
tural. The difference bebveen the U.L.V. and A.V. 
Groups in this item is most clear-cut, particularly in 
Zones 4 and 5, where there is direct reversal of the 
t rend. 
Effect Up0n Change in Vacant Holdings, 1921·1939 

The change in the vacant holdings as a percentage 
of the number at 1921 is given below for each of the 
three zones. 

Rating Syst~m Zoo~ 4 Zone 5 Zone 6 
U.L. Voluc ............ -57 % .... -8% .... +u% 
Annual Value . ... .... - 30% .. .. + so% .... +243% 

These figures provide striking confirmation of the 
claims made by rating reforme1·s that U.L.V. rating 
discourages speculative holding. 

Effect Upon Speculative Rise in Land. Values 
The increase in land values over the period from 

1922 to the p1·e-depression peak in 1929 is shown 
below. 

RaUng System z one 4 
U.L. Value .... .... .... •.. . .... 4 9.5 % 
Annual Value -·~· .... ...... u 19 
U.L.V. Group as per cenL 

Zone: 5 
69 % 

90 

Zone 6 
90% 

.... 220 

of A.V. Group .... .... .... 62.5% 76.5 % . ... 41% 
The difference between the two systems is clear ­

cut. Land values in the groups U.L.V. only increased · 
to approximately half the extent they rose in the 
districts rating Annual Value. 
· Relative .Increase Land and Improvement Value 

The extent to which the increase in value pf land 
is speculative is seen by comparing the increases in 
value of the land and the improvements of munici­
palities. 'fhe increase in land value in per cent. is 
compared below per 100% increase in the value of 
the impl·ovements from 1922 to the pre-depression 
peak in 1929. 

Rating System Zone '4 Zone 6. Zone 6 
U.L. Value ___ . .. . ... . .... $1 % .... 58% .... 39% 
Annual Value .... .... .... 133 88 71 

These results show that the groups rating land 
values have been much f i'*r from speculative rise of 
land values than those rating upon the annual value 
system, The reason for the persistence of any specu­
lative value at all under this system would appeal· to 
lie in t he fact that the rates are not high enough to 
completely squeeze out these values. Land is, how­
ever, considerably cheaper in the districts rating 
upon the land value system. 

The l:'esults of all these analyses are to provide 
striking confirmation of the claims of rating r e­
formers as to the indi~idual and social merits of the 
principle of rat ing land value$. 

IS THIS WORTH WORKING FOR ? 
Had l'ating on Land Values operated from 1920 

in 10 cities of zones 4, 5 and 6 now rating Annual 
Value, an additional 46.700 houses would have 
been built, with an additional £47 ,000.000 spent 
with the building industry in those districts. 
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