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CORRESPONDENCE.

LAND VALUE TAXATION IN AUSTRALIA.
(To the Editor of LAND VALUES.)

Sir,—1I was pleased to see the extract from a letter written
by our recent esteemed visitor, Mr. MLardy. There are
one or two points to which I would like to refer. He states

that he has failed to find where land taxation exists that |

landlords draw less rent than where there is no form of
land values taxation. He admits that he cannot prove
that position, and I submit that it must:from the nature
of things be impossible to do so. We can, however, argue
from the principles which we believe to be fundamental,
viz,li—

' (a) Taxes levied upon land values are borne by owners,

(b) Such taxes force idle land into use.

(¢) An increase of the land made available will, if the
demand remains stationary, reduce the price (rent) or if
th(.! demand increases will modify the increase of rent or
price.

In the Commonwealth of Australia with a population of
4,600,000 we last year raised from Land Values Taxation :

Federal 5 ) . i .. £1,366,457
Individual States except Queensland 545,427

Municipal rates, Queensland and N.S.W.
levied on site values “a v} 1,264,413
£3,176,207

To this amount is to be added a considerable sum levied
by the Municipalities because of their' method of levying
on all real estate whether used or not. It is inconceivable
that in a small community such as we have in Australia
this impost levied on land values leaves rent precisely
as it would be if no such taxes existed. It also relicves the
general taxpayer from the necessity of finding that revenue.

It is true that the exemptions have prevented the best
possible effects being realised, but we Hrmly believe that
some benefits have resulted. Tt is, however, impossible
to state precisely what has taken place regarding rents
owing to disturbing factors which have intervened.

During the last eight years we have had a series of
wonderful harvests, with high prices ruling in the: world for
our products. That has given us great prosperity and
attracted population, and rents both in town and country
have gone up. We believe that in the A?MDW of land
values taxation rent would have gone up still higher,.

I'do not agree that an Imperial tax on all land values is
the only means that will extirpate landlordism. Such a
scheme is quite impracticable, as no Imperial tax could by
any possibility be levied in the colonies. Any attempt
to do g0 would be disastrous to the Empire. Landlordism
can be extirpated .in any village by levying 20s. in the £
on land values.—Yours, etc.,

W. H. Rexwick.
Melbourne,
6th Aug., 1913.

[See LaND VALuks of July, p. 80. It is evident that
Mr, M‘Lardy, in using the phrase *‘ Imperial taxation,”
referred to national as distinguished from local or muni-
cip 1 taxation.—Editor, LAxp Varves.]

" (To the Editor of LN VALUBES.)
R, :

It would be most regrettable if any large number of
English land value taxers were permitted to take the same
gloomy views of the progress of the moyement in Australia

October, 1913.

that Mr. M’'Lardy has erroneously formed. The pessimistic
views that he expresses are, however, just as wide of the
mark as some of the unduly optimistic views that are
sometimes expressed. What the earnest reformer wishes
to know is, what is the true view 2—and the truth lies
between the two. Speaking with a knowledge derived
from nearly tweuty-five years’ residence in England,
followed by almost an equal period in Australia, during the
whole of which latter time gehave carefully followed the
trend of the land reform movement here, I see no reason
for any attitude but that of extreme hopefulness with
regard to the future in" Australia. ' ! '

Great economic and social changes of a permanent
character cannot be expected to come to pass in a few
months, _

If in moments of impatience, when speaking of our steady
progress, we style it slow, at least we cannot deny that it is
persistent and that there has been no turning back. Let
me summarise the history :—

1884 : South Australin imposes a tax of }d. in the £ on
land values. .

1890 : Queensland decided to raise aprroximstely all its
municipal taxation by taxing land values only.

1891 : New Zealand imposes a tax on land values with a
maximum exemption of £5600. The lowest rate is
1d. in the £ The effectiveness of the tax has
been iuj1 red by not only exemptions, but gradu-
ations also, _ d

1893 : South Australia gave its municipal authorities power
to rate on land values only. The Act, even with
the subsequent amendments thereto, is admittedly
imperfect, and in consequence is but little availed
of.

1895 : New South Wales imposed a tax of 1d. in the £ on
land values—with an exemption of £240 and with
other exemptions (this tax is now almost in-
operative, but something better has been substi-
tuted for it),

1896 : New Zealand gave its municipal authorities power
to rate on land wvalues only, excz:ipt for certain
purposes. (Act amended and considerably availed
of.)

1902 : West Australia gave its more insignificant municipal
authorities, viz. : its Roads Boards power to rate
on  unimproved values. About half of these
Boards have taken advantage of the Act.

1906 : New South Wales adopted a Sf'stem of Municipal
Rating on land values, applying to the whole
State—including Sydney, except the City: of
Sydney (c.f. the City of London), compulsory in
the eounta'r districts, and partially compulsory
and partially optional in the towns,

The option 1s availed of in the overwhelmi
majority of cases, and nearly £1,000,000 munici
taxation is raised thus in New South Wales with
a K:ﬁnlntion of a little more than a million and
a half.

The State Tax passed in 1895 does not apply
where the new system of rating prevails,
1907 : West Australia imposed a tax of 1d. in the £ on land
values, with certpin exemptions. 01

1910 : The Commonwealth Parliament imposed a graduated
tax of 1d. in the £ on land values, with an exemp-
tion of £5,000. This brings in approximate
eight per cent. of the taxation im by the
Commonwealth Government and over bs. per head
of the population of Australia. | :

1910 ; Victoria imposed a tax of §d, in the £ on land values

- with & £260 exemption, which disappears at £500.




October, 1913.

Land Values.

187

1910 : Tasmania imposed a tax of 1d. in the £ on land
values.
subject to a graduated tax.

Now approximately this means that inhabitants of the
Commonwealth who number approximately 4} millions,
pay mearly 3} millions of pounds in Federal, State and
Municipal Taxation on land values, or somewhat more
than 15s. per head of the population of the Commonwealth.
The two States where the taxation of land values is highest
are New South Wales and Queensland.
States the great bulk of the municipal taxation is raised by
taxing land values only and both are in addition subject
to the Federal Government’s Land Tax. In the former
a very trifling State Land Tax still exists. The average
in these two States per head of population raised by taxing
land values is approximately 23s. per head, or 8s. above
the _Commonweaﬁ; average, and the average of the remain-
ing four States is, of course, well below the 15s. before
mentioned.

The point I wish to make is not the magnificence of, but
the persistency of the growth of land values taxation, and
not the immense progress we have made, and not the
miraculous effects of that progress, but the satisfactory
effects of the steady progress we have made. There has
been no turning back.

| land valués taxation once begins, it is not, as would be the

Land values in excess of £2,500 are |

In both those |

case of a proposed Central Government tax, opposed by a
solid phalanx of all those landowners who are actuated by
self-interest ; and even those who are actuated only by
self-interest are divided, and a majority probably favour
the new method.

Mr. McLardy may have heard of a few cases of unfair
valuation. Writing with the experience of one whose
Emfessimml business for years past has brought and is

ringing him constantly in touch with these problems, and
with many years of Australian municipal experience, I can

| safely say that Mr. McLardy has heard the unfavourable

view unfairly exaggerated. The system of Federal valu-
ation may not be perfect in practice, but the cases which
come before the Courts on lewnl make 1t clear that,
broadly speaking, ** land values " are what the law intends

| to be and what in practice are taxed. So it is with most

of the Australian land value taxes. That there are cases
of under-valuation I have no doubt, and that there are
cases of over-valuation. Do no such cases occur in valu-
ations in Great Britain ¢  Such cases are unavoidable, and

| even the most honest valuer, with the most accurate
| economic knowledge, is liable to error.

Inhabitants of the Mother Country are apt to be misled |

by the different meaning necessarily attaching to the same

words by reason of our varying conditions, and when Mr, |
McLardy heard that the buik of the municipal taxation in |

Queensland and New South Wales was on land values, he
may have been disappointed at the comparatively small
amounts involved. The explanation is that throughout
Australia municipal functions are not exclusively but
mainly confined to the making and maintenance of roads
and bridges, street lighting, surface water drainage, street
cleansing, cf)atks and gardens,
supply and sewerage, if indeed the latter service is rendered
at all, are frequently though not entirely rendered by the

Even such servites as water

not by a purely municipal body. Services such as police |
protection, education and the care of the sick and of the |

insane, are almost entirely supplied by the State and not
the municipal bodies ; ‘while the equivalent of poor relief,
viz., the old age pension, is supplied by the Commonwealth
Government. Hence it follows that the rates of taxation
imposed on land values for municipal pur are much
lower than would be requisite if our municipal responsibilities
were a8 heavy as in the United Kingdom. But though the
functions
are insignificant as compared with those of their British
prototypes, the amount of taxation per head raised for

performed by the local bodies (i.e., municipalities) |

municipal purposes in both New South Wales and Queens- |

land is considerably in excess of the average per head of
population raised for Federal and State purposes in the
remaining four States.

The defect in all the Australian land value taxation
(other than municipal taxation) is the irrepressible tendency
to exemptions and graduations, two words as dear to the
heart of the Socialist as ** that blessed word * Mesopotamia’ "
was to the old lady of ancient utorlglr. Wherever land value
taxation for municipal pur as been substituted for
the British system formerly in force, these dangers have not
even obtruded themselves. The result has been the partial

adoption of the (eorgian theory in its full and absolute |

urity.
eral taxes, fresh-taxation in addition to, but new

taxation in substitution for old taxation. It has meant

It has not meant, as in the case of our State and |

the lightening of the burdens of the duervinf. and the |
de

placing the burden thus removed on to the shoulders of the
undeserving, It has meant the removal of the burden from
capital npf labour, and the incresse of the burden of the

land values owner. Moreover, when the fight for municipal

' | can deny.
State Government or by some board under its control and |

| example,

As to the effects of the instalment of land value taxation
we have in Australia, I have no doubt that it is operating
as well as can reasonably be expected, in view of the
modest size of the instalment, the grave blemishes of
exemption and graduation, and the heavy burden of pro-
tective duties to which Australia is subject.

It is perfectly true that owners give their land to their
children to avoid the Federal Land Tax. I have had such
cases under my personal observation, and they undoubtedly
account for some trifling percentage of the many transfers
resulting from the tax. But that the tax has very
materially expedited the subdivision of large estates, and
that it has tended largely to inerease our production by
increasing the rapidity of the conversion of sheep walks
into prosperous agricultural districts, no unbiased person
y. In fact the lamentations of some of the big
shareholders in the great landowning companies at the fact
that they have been compelled to subdivide and sell, are
the best evidences of its efficacy in that respect, [If there
were neither exemptions nor graduations its effect would
undoubtedly be even more efficacious.

Of the good effects of the municipal systems the evidence
supplied to a recent English Select Committee on local
taxation bears ample evidence. But let me give a recent
A Queensland client of mine who was about to
invest some capital in a Victorian business enterprise was
almost horrified when he learnt from me that in Victoria
the investment of £3,000 capital in buildings would involve
him in £15 per annum extra taxation in the mupicipality
concerned : go accustomed to the system we advocate are
Queenslanders.

In conclugion, let me say it will not be long before in
Victoria municipal rating on unimproved values will be
optional. There is little doubt that its adoption will be
speedy. In no State in Australia has more magnificent
educational work been done than in Victoria, and no part
of the world was blessed with a more brilliant—a more
intellectual—a more painfully industrious—a more self-
sacrificing devotee of a great cause than the late Max
Hirsch, 1In spite of this, Victoria lags behind. But, in his
words :— _

“ Justice will prevail at last. But stone has to be laid
upon stone with infinite toil ; the mortar that holds them
together has to be mixed with human sweat and suffering
in order that mankind shall at last possess a fit habitation

for a perfect social state.”
Yours, &c., d
AN AUSTRALIAN MaAYoOR.

13th Aug., 1913,




