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RATING LAND VALUES IN PRACTICE

September 1, 1943

Results in Greater Melbourne

{The Kdilorizl Hourd helieves that a study ol the actnal
resulis of the operation of the rating aod tazation of land
valves in force in Avstralia will grove of szaloe o econo-
mizts, statesmen and Goorgeans througheut the waorld, Tt
will, therefore, print g scrles of articles aummarizing these
praetieal cfacts, The fdrst of these statements iz given
tedow wnd is drewa (rom as e¥banstive opalysis made by
A, R, Hulehingson, B.ge, portion of which has already becn
sobmitled in evidenes fo oflicial bedics

In Victoria the ratepayvers have the option of
drawing their loenl movermment revenge from eiiher
rates upen Laovd Valwes or upeu lhe Anneal Rebntal
Yalie system, under which ihe tulk of the rates fall
upon thie improvements, Rating opon land wvalues
may he adopled by resolution of the municipal coumeil
or upon & poll of ratepayers which must be held if
10 per cent. of the ratepayers sign a pelifion asking
far a poll

Of the 28 cities and one shive comprising Greater
Melbourne mine cities have se far adopted rating
upon land values by one or other of these methods.
The area coversd by these nine E‘LtllEE. iz 88,280 mcres
of the total 125,926 acres, or 30.0% of the tota.'l ardd,

Comparisons are possible b:ztm,en the development
of these twa groups of cilies, the one raling land
valuzcs and the other raling upon improvements. In
many respects these comparisons may be more Peli-
able thay intersiate comparizgons of development zinee
the comparizsoms are not complicated by different
politieal policies which may exist in the States. The
comparisons have been made of certain key indicaters
of municipal prozperily.

In making ecmparigons it iz neceszary io ensore
{hat the disiricts considered are reslly comparable,
It would he absord, for instapce, to enmpare demelnp—
ment of the business centre of the city with a peri-
meter distriet. The cities are, therefors, divided into
iz zomes according o their rai distances [rom
Flinders Sireel Station. The distanees for the cilies
included in each zone as given belovw were determined
by averaging the rail distances of all railway stations
within their boundaries.
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The zones in which eomparisons are possible are
numbers 4. 5 and 6, nome of the first three zones
having adopled land value rating as yet. The re-

mzining three areas included in Greater Melhourne
wre perimeter cities Mordialloe (13 miles), Chelzea
120 milesy, and lhe shire of Eraybrook, portiom of
which iz only aix milee frora Molbeurme. The first
wo of these rate om land values and the latter om
Annusgl Valwe., This perimeler group will be the
object of a separate study and will not he dealt with
SOW.
Comparisons have been made of building activity,
=ates paid by vacant and improved properties, amount
" the rates falling upon improvementz, speculative
olding=, relative rates of inerease of land values and
e value of improvements zmcl the mummpal reEvenie
aeF ACTE.
New Dwellings Buoilt, 1928-1942, per Acre Available
Tha most importapt single one of these indiecatnra
the item of huilding aetivity, for upon this depends
‘~e prosperity of the building industry and all those
tependent upon it. Mevely to stale the number of
wmses built in the zones comsidered would be to
resent an incomplele picture. It is necessary to
we regard to the arcas availzble for bmilding upon,
‘v clearly less building ean be expected I an area
pready 90% built upon than in one 5% built upon,
Teerefore building activity in ithe following compari-
po haz heen expressed in dwellings buill per acre
pratlable for bhuilding.

Ratinz Syslem fone 4 Zomne 5 Zome B
. Yand ¥aloes - oo 1200 0 1840 . LR
anpuzt Yaloe, . . . 1:1% 0.655 ... 0030
T1.V. Group ag per ceni
of AV, Gromp ... __. _ = - EE®: e (B3R o R

In each zope it is seen that building activity is
considerably - greater in the land wvaluwe rating
oaps.
VYaloe of All Building Construoction, 1923-1942
The wvalue of all milding activity expressed in
pomds per nett acre available alter deducling poblic
reserves, roads and streetz and aren almeady built

le=em iz given below: for each zone.

Ratins Svstem Zone 4 Zone 5 FEone 0
X Wakwe Lo . ERIFE o E1BMD . ER46
anpal YValee . . . E1B60 ... £791 ___ 1276
L.V, froup =as per
cent. of AV, Group .. 1404 240%p ... 234%%

In each zone the walge of building activity unmis-
faleably suppurts the claims of supporters of land
wo ue rating that it should stimulate building activity.

Municipal Rates Falling Upon Improvements

The amount of the rates which are borme by

fimgrovementa are shown below for each zone for the

e 1929,

_, Rating Syatem Fone 4 . Zome § Zonec B

Bl Valme — - - Nil e N e Nil
FValue ... ... EZ21 800 ... E206,200 .. £46,400

These fizures are very striking. They show that
improvements are ealled upon to pay a vory con-
ble amount’ each wyear a3 rates inder the
val Value syatem. In e¢ffect Lhiz amounts to a
iderable fine imposed upon the building indus-
The wvery comsidersble aums involved are a
tion from maintenance provision and in conae-
e properties in distrieta rating on the Anmual
alee syvotem ave allowed to fall intn disrepair more
tly owing to deplefion of {he fonds from
repairs and extensions should be met. Thege
nts are a direct burden upon the building con-
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struction imdustries and those dependent wpon them
for their livelihood. The land wvalue rating groups
ave free of thiz burden with the resultani develop-
ment of the building congtruction secn in ihe pre-
ecdinr paragraph.
Bates Paid per Averare Dwelling _

The average rate paid by the average of all dwelil-
ings iz given helow for each of the three mones, the
figures being for year 1939,

Bating Sysztem Zone 4 Zone B Zome B

UL ¥aluse . . . 253 1% O _£4'17 0 _ 24 5 @
Annmal Valme . .. _ L6 1T O .. f£8 & 4 _ L6 4 D
Differenes . ... ... ... 20 4 O _ =21 15 & _ L2015 O
AV, Grodp as per cemt.

of TIL.V. Groop . .. 104 i 134 ~ M7

In each case there is u gaving te the average
house-owner upnder the land value rating svstem.
The amount of this saving iz less in the inner dis-
tricls where there 32 less vacsint land. This is not
the whole saving in rates o the housc-owner, how-
ever. The actual saving depends wpon the ratio of
the waloe of the house enmpared to the site upon
which it astands, and for highly improved properties
thiz maving excesds the average shown above many
fimez over. In all cases, however, it works io en-
courage improvement of holdings.

Bates Paid by Vacant Blocks

The average rutes paid by vacant blocks in each
of the three zones are compared below for the year
1929,

Rating Eysfem Zone 4 Fone § Tonc 6
T Falue - o e 2813 0 .. 24-71 0 __ 24 85 {1
Annuml Valge . . . £1 T 0 _FfEL: 4 & _ %1 0 O

These figurea are the averages for all blocks of
land in the zones, whether built upon or not. As the
vacant blecks are generally less eentral and, there-
fore, lesa valuable thege rates will somewhat exceed
the actual averages Tor vacanl blocks, but to the
gamme degree ander either system. The disparity
between the amounts pavable undér the two systems
is greal. Clearly, speculative holding iz discouraged
undder the U.LLV. system, whereaz it is encouiraced
by the nominal rates paysble under the Anmual Value

svstem.
Effeet Upon Vacant Blocks
The percentages of the totsl blocks which were
_still vacant at 1939 are given below for each of the
" three zones,

Rating Syslem . Eone 4 Zone 5 Zone 6
IEEs Waloe oo oh ccwuip i il | e il TR ar
Annual Value .. £ gl et 46 ... LL
AY. Group as per cent. uf

WEY Grogp ool on G on 11}6 —- 164

It will be seen that the expectation that specula-
tive holding wonld he discomraged by the higher
rates upon vacant land is very strongly supported by
the observed resulie. The extent fo which specula-
tive holding has been dizcouraged iz in much the
same proporiipn in each of the zones,

Efect Upon Muoltiple Holdings, 1921-1839

The change In the proportion of multiple holdings
{where a ratepayer holds moere than one property)
iz 3 very important indicator of the extent of apecu-
lative holding. In these cases, at least one of the
holdings must be purely speculative. The chanpge
over the 20-year period i ghown below for each zone
ag ]::1. ric-.rcentage of the number of mukiple holdings

t 1921,

Fage 6

Rating System Zone 4 Zone b Zona 6
UL ¥Valne ... .. ... —57.6% ... —26% ... J4387%
Anpual Value ... .. T - +BET, . L5645

The figures for Zone 6 relate to Qakleigh and
Moorabhin respectively, figures for the other two
cities Imt being a?allahle over the full period. The
heavy increases in this zone imply speculative sub-
division of holdingsz which were previously agricul-
tural. The difference between the U.L.V. and A.V.
Groups in this item is most clear-cut, particularly in
Zr%g?is 4 and 5, where there iz direct reversal of the
t :

Effect Upon Change in Vacant Holdings, 1921-1939

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

Rating System Zone 4 Zone 5 Zone &
U.I. Valwe ... ... .. —B7% ... —E9% ... 1740
Annual WValue ... ... —30% ... 509 ... +¥i%

These fizures provide striking confirmation of the
claims made by rating reformers that U.L.V. rating
discourages speculative holding.

Effeet Upon Speculative Rise in Land Values

The increase in land valuwes over the period from
;9122 to the pre-depression peak in 1929 ia shown

210w,

Rating System Fone 4 Zone 5§ Fone &
Ul Valoe o oo iiin e 4969 . 6905 e A0
Annual "i"a.lua e A S 79 a0 e 220
L.V, Group as per {;enL

of AV. Growp .. . __ 6259 .. TEE® .. 414

The difference between the two systems is clear
ent. Land values in the groups U.L.V. only increased
to approximately half the extent they roge in the
districts rating Annual Value.

Relative Increase Land and Improvement Value

The extent to which the inerease in walue of land
iz speculative iz seen by comparing the increases in
value of the land and the improvements of munici-
palities. The increase in land wvalue in per cent. is
compared below per 1009% increase in the value of
the improvements from 1922 to the pre-depression

peak in 1929,
Rating System FZone 4 Zone B Zone 6
WE, Valoa: ... __ 519 ... 58 _... 39%
Annual Valoe . ____ ___ 133 8 71

These results show that the groups rating land
valueg have been much freer from speculative rise of
land values than those rating upon the annual value
gystem. The reason for the persistence of any specu-
lative wvalue at all under this system would appear to
lie in the fact that the rates are not hirh enough to
completely squeeze out these valoes. Land is, how-
ever, consgiderably cheaper in the districts rating
upon the land wvalue system.

The results of all these analyses aré to provide
gtriking confirmation of the claims of rating re-
formers as to the individual and social meritz of the
prineiple of rating land values,

IS THIS WORTH WOREING FOR ?

Had rating on Land Values operated from 1920
in 10 cities of zones 4, 5 and 6 now rating Annual
Value, an additional 46.700 honzez wounld have
been built, with an additional £47,000.000 spent
with the building industry in those districts.
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